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The last six months has seen early signs of an improved 
economic environment and Kermadec has similarly 
experienced indications of improved leasing interest 
and increased transaction activity in the property sector. 
However the lag effects of the financial crisis will be with 
us for some time to come and we anticipate subdued 
trading conditions through into mid 2010 but with an 
increasing level of business confidence.

the half year in review
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Financial Review

Kermadec has maintained occupancy levels at 93% from March to September 2009 but income 
has reduced slightly as a result of leasing incentive costs. Net rental income in this half year was 
$4.96 million (prior corresponding 6 months $5.22 million).

Distributable income (net profit before unrealised property revaluations, unrealised gains or losses  
on interest rate swaps and deferred tax impacts) was $2.21 million (prior corresponding 6 months  
$2.57 million).

Operating costs have been tightly controlled and we have seen a modest reversal in the costs associated 
with the interest rate swap contracts. The average interest rate cost was 8.16% in this period.

Financial Summary

Six Months Ended 30 September 2009

	 Six Months 	 Six Months	 Six Months 
	 to Sept 09	 to Sept 08	 to March 09

Net Rental Income	 $4.96m	 $5.22m	 $5.36m

Profit Before Property Revaluations and Tax	 $2.14m	 $2.80m	 $2.34m

Unrealised Net Change In Value of Investment Properties	 $0.0m	 ($4.6m)	 ($8.6m)

Net Profit After Taxation (Normalised)	 $2.21m	 $2.57m	 $2.22m

Total Assets 	 $135.6m	 $142.9m	 $134.4m

Total Liabilities 	 $66.4m	 $64.3m	 $66.5m

Shareholders’ Equity	 $69.2m	 $78.6m	 $67.9m

Interest Bearing Debt (net of funds on deposit) to Investment Assets 	 40.9%	 *38%	 41.5%

Closing Shares on Issue	 81.28m	 77.83m	 78.87m

Net Tangible Assets (Excluding deferred taxation on building revaluations)	 $0.88	 $1.04	 $0.89

*Post sale of 8-10 Kaimiro Street, Hamilton

Operating Environment

Portfolio occupancy was maintained over the period with four lease expiries being offset by five new 
leases. Our Manager has been encouraged to work with tenants to support their business so rental 
increases have been modest but with longer lease terms being negotiated in respect to lease renewals.

We have maintained our policy of ensuring our properties are presented in good condition and capital 
expenditure reflects that priority.

Portfolio Valuations

The last six months has seen an increase in property transactions and that evidence suggests there has 
not been a material impact on Kermadec’s March 2009 portfolio valuations. Accordingly independent 
valuations have not been sought at September 2009 and we intend to resume the annual revaluation 
pattern with the next assessment at the financial year end being March 2010.

the half year in review
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Portfolio Summary

Property	 Carrying Value 	 Net Market Rent	 Net Yield (Market)	 Occupancy	W ALE 
	 Sept 09	 Sept 09	 Sept 09	 Sept 09	 Sept 09 
	 $m	 $m	 %	 %	Y ears

Finance Centre Carpark & Podium	 48.59	 3.88	 8.0%	 100%	 9.0

Brookfields House 	 24.25	 2.27	 9.4%	 91%	 3.9

7 City Road 	 17.79	 1.63	 9.2%	 89%	 3.1

Kaimanawa 	 10.65	 1.12	 10.5%	 100%	 5.7

Manukau Business Park	 12.06	 1.20	 10.0%	 87%	 2.4

Cook & Nelson Streets	 9.06	 1.15	 12.7%	 74%	 2.0

Berkeley Retail Centre 	 7.40	 0.65	 8.8%	 100%	 9.5

TOTALS	 129.80	 11.90	 9.17%	 93%	 5.7

Capital Management

The Company has maintained a conservative approach to new capital issuance. The Distribution 
Re-investment Plan (DRP) in August this year raised approximately $1m of new capital and we have 
recently announced that the November 2009 distribution will also be underwritten to produce a similar 
amount of new equity. While these are slightly dilutive to non participating shareholders, the additional 
funds, improves our debt ratios by 1% at each distribution date.

It is pleasing to note that the November 2009 underwrite will be supported by our major institutional 
shareholders and by our Manager and major shareholder, Augusta Funds Management Limited. 

Our target debt ratio is 35% and our intention is to maintain that target. We expect that to be achieved 
by a combination of further modest capital initiatives and improved property values over time.

The Manager

Augusta Funds Management continues to fully meet its contracted obligations and has further increased 
its shareholding in Kermadec through its holding company AFM Holdings Limited. There is significant 
alignment of management and shareholder interests through that direct 15.2% shareholding, which is 
something that does not exist anywhere else in the New Zealand listed property sector.

Outlook

Some economic uncertainty remains and on balance it seems New Zealand should expect a slow 
recovery but with an improved trajectory in the second half of the 2010 calendar year. We are seeing the 
lag effects of the recession in a number of industry sectors and continuing risk of unemployment for 
a time. However we need to remind ourselves that we have come through an extraordinary downturn 
and while caution must be maintained, the prospects for a steady recovery are evident. Kermadec will 
reflect that recovery and then be able to move to address a longer term growth strategy.

Peter D. Wilson				    Mark E. Francis

 Independent Chairman			   Managing Director

the half year in review
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condensed statement  
of comprehensive income

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2009

Note Unaudited Unaudited

September September
2009 2008

$’000 $’000

Revenue

Property Rental Income 5,478 5,388

Rental Underwrite Income 113 330

Operating Costs Recovered 844 761

Gross Rental Revenue 6,435 6,479

Less Operating Costs (1,395) (1,216)

Less Leasing Costs (76) (47)

Net Rental Revenue 4,964 5,216

Less Corporate Costs

Base Management Fee 8 (370) (390)

Performance Fees - -

Administration Costs (191) (229)

Total Corporate Costs (561) (619)

Profit Before Finance Costs and Taxation 4,403 4,597

Finance Income 93 259

Finance Expenses (2,359) (2,056)

Net Finance Costs (2,266) (1,797)

Profit Before Property Revaluation and Taxation 2,137 2,800

Unrealised Net Change in Value of Investment Properties - (4,573)

Unrealised Gain (Loss) on Interest Rate Swap 919 (1,977)

Profit/(Loss) Before Taxation 3,056 (3,750)

Taxation Expense

Current Taxation 3 19 (227)

Deferred Taxation 3 (936) 271

Profit/(Loss) and Total Comprehensive Income for the Period 
Attributable to the Shareholders of the Company

4 2,139 (3,706)

Basic/Diluted Earnings Per Share 2.70 cents (4.79) cents

The above Condensed Statement of Comprehensive Income should be read in conjunction with the accompanying notes.
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condensed statement  
of changes in equity

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2009

Note Unaudited Unaudited Unaudited

Share Retained 
Capital Earnings Total

$’000 $’000 $’000

Balance as at 1 April 2008 76,762 8,143 84,905

Loss for the period - (3,706) (3,706)

Profit/(Loss) and Total comprehensive income 
for the period ended 30  September 2008

- (3,706) (3,706)

Capital Issued/Dividend Reinvestment 9 519 - 519

Dividends 9 - (3,100) (3,100)

Balance as at 30 September 2008 77,281 1,337 78,618

Note Unaudited Unaudited Unaudited

Share Retained 
 Capital Earnings Total

$’000 $’000 $’000

Balance as at 1 April 2009 77,674 (9,734) 67,940

Profit for the period - 2,139 2,139

Profit and Total comprehensive income for the 
period ended 30 September 2009

- 2,139 2,139

Capital Issued/Dividend Reinvestment 9 1,084 - 1,084

Issue Costs (16) - (16)

Dividends 9 - (1,969) (1,969)

Balance as at 30 September 2009 78,742 (9,564) 69,178

The above Condensed Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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The above Condensed Statement of Financial Position should be read in conjunction with the accompanying notes.

condensed statement  
of financial position

AS AT 30 SEPTEMBER 2009

Current Assets

Cash and Cash Equivalents 4,393 758 4,693

Trade and Other Receivables 131 239 149

Capitalisation of Rental Incentives 50 56 50

Prepaid Expenses 148 162 159

Income Tax Receivable 60 - -

Current Assets 4,782 1,215 5,051

Non Current Assets

Investment Properties 5 129,795 141,346 129,004

Capitalisation of Rental Incentives 985 370 394

Total Non Current Assets 130,780 141,716 129,398

Total Assets 135,562 142,931 134,449

Current Liabilities

Income Received in Advance 305 159 134

Income Taxation Payable - 39 11

Trade Payables and Accruals 800 858 1,063

Borrowings 6 - 50,000 -

Fair Value of Interest Rate Swap 3,252 1,134 4,171

GST Payable 118 168 157

Total Current Liabilities 4,475 52,358 5,536

Non Current Liabilities

Borrowings 6 57,500 7,500 57,500

Deferred Taxation 3 4,409 4,455 3,473

Total Non Current Liabilities 61,909 11,955 60,973

Total Liabilities 66,384 64,313 66,509

Shareholders’ Equity 69,178 78,618 67,940

Total Liabilities and Shareholders’ Equity 135,562 142,931 134,449

Director: Director:

Date: 17 November 2009 Date: 17 November 2009

Note Unaudited Unaudited Audited

September September March
2009 2008 2009

$’000 $’000 $’000
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condensed statement  
of cash flows 

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2009

Note Unaudited Unaudited

September September
2009 2008

$’000 $’000

Cash Flows from Operating Activities

Cash to be provided from:

  Receipts from tenants and underwrite agreement 7,064 7,237

  Finance Income 105 263

Cash to be applied to:

  Operating Expenditure (1,601) (1,650)

  Lease Inducement Payments (430) -

  Management Fees (423) (433)

  Finance Expense (2,350) (1,910)

  Taxation (50) (112)

  Corporate Costs (327) (362)

  Net GST Payable (463) (481)

Net Cash Flows from Operating Activities 4 1,525 2,552

Cash Flows from Investing Activities

Cash to be provided from:

  Purchase Price Adjustments 62 128

Cash to be applied to:

  Purchase of Investment Properties (396) (17,394)

  Capital Expenditure on Investment Properties (590) (405)

Net Cash Flows used in Investing Activities (924) (17,671)

Cash Flows from Financing Activities

Cash to be provided from:

  Borrowings - 9,500

  Issue of Shares 1,084 519

Cash to be applied to:

  Dividends (1,969) (3,100)

  Issue Costs (16) -

Net Cash Flows from Financing Activities (901) 6,919

Cash at the Beginning of the Period 4,693 8,958

Net Increase/(Decrease) in Cash (300) (8,200)

Cash as at 30 September 4,393 758

The above Condensed Statement of Cash Flows should be read in conjunction with the accompanying notes.
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1. CORPORATE INFORMATION
The interim financial statements of Kermadec Property Fund Limited for the six months ended 30 September 2009 
were authorised for issue in accordance with a resolution of the directors on 17 November 2009.

Kermadec Property Fund Limited is registered under the Companies Act 1993 and listed on the New Zealand  
Stock Exchange. Kermadec Property Fund Limited is an issuer for the purposes of the Financial Reporting Act 1993. 

The nature of the operations and principal activities of the Company are that of investment in commercial and 
industrial property.

2. PREPARATION OF ACCOUNTS
The interim financial statements for Kermadec Property Fund Limited have been prepared in accordance with and 
comply with NZ IAS 34 Interim Financial Reporting and should be read in conjunction with the annual report for the 
year ended 31st March 2009.

The financial statements have been prepared in accordance with the accounting policies as stated in the published 
financial statements as at 31st March 2009, except for the accounting policies listed below which are effective in the 
current reporting period.

NZ IAS 1 – Presentation of Financial Statements, whereby the presentation of the financial statements has changed. 
The statement of changes in equity now requires that all non-owner items are presented separately. A new statement 
of comprehensive income is now required, although the Company has elected to report one performance statement, 
which consolidates the Statement of Comprehensive Income and the Income Statement. 

NZ IFRS 8 – Operating Segments – Please refer to Note 10, whereby the Company reports operating segments in line 
with the internal reporting framework provided to the chief operating decision maker, being the Board of Directors.

There have been no other changes in accounting policies, and all policies have been applied on a basis consistent with 
those used in prior periods.

3. INCOME TAX

Unaudited Unaudited

September September
2009 2008

$’000 $’000

Major components of the income tax expense for the period ended 30 September are:

Income Statement

Current tax 19 (227)

Deferred income tax 

Accruals (6) (11)

Depreciation claimed for taxation (592) (535)

Net change on revaluation of interest rate swap (276) 593

Net change on revaluation of investment property buildings - 291

Capitalisation of rental incentives (62) (67)

Net deferred tax (936) 271

Income tax expense reported in income statement (917) 44

notes to  
the financial statements

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2009
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notes to  
the financial statements

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2009

4. �RECONCILIATION FROM THE NET PROFIT AFTER TAX TO THE NET CASH FLOWS 
FROM OPERATIONS

Unaudited Unaudited

September September
2009 2008

$’000 $’000

Net profit/(loss) after tax 2,139 (3,706)

Adjustments for:

Revaluation change in value of investment properties - 4,573

Fair value change on interest rate swap (919) 1,977

Movement in deferred tax 936 (271)

Changes in assets and liabilities 

(Increase)/decrease in trade and other receivables 34 (145)

(Increase)/decrease in capitalisation of rental incentives (591) -

(Increase)/decrease in prepayments 11 (24)

(Decrease)/increase in income in advance 171 40

(Decrease)/increase in income tax payable (71) 115

(Decrease)/increase in trade creditors and accruals (146) (12)

(Decrease)/increase in GST payable (39) 5

Net cash from operating activities 1,525 2,552

5. INVESTMENT PROPERTIES

Unaudited Unaudited Audited

September September March
2009 2008 2009

$’000 $’000 $’000

Opening balance 129,004 128,302 128,302

Acquisitions 396 17,276 17,307

Purchase price adjustments (83) (128) (265)

Disposals - - (4,400)

Net gain (loss) on revaluation to fair value - (4,573) (12,926)

Capital expenditure 478 469 986

Closing balance as at 30 September 129,795 141,346 129,004

All investment properties of Kermadec are subject to a first charge to secure the ASB bank debt as disclosed in note 6.

Valuations were not undertaken as at 30 September 2009 as the last six months has seen an increase in property 
transactions, and that evidence suggests there has not been a material impact on Kermadec’s 31 March 2009 
portfolio valuations.
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notes to  
the financial statements

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2009

6. INTEREST-BEARING LOANS AND BORROWINGS

Maturity Unaudited Unaudited Audited

September September March
2009 2008 2009

$’000 $’000 $’000

Current

Secured bank loan (ASB) 7/12/08 - 50,000 -

Non Current

Secured bank loan (ASB) 7/12/10 48,000 - 50,000

Secured bank loan (ASB) 31/7/11 9,500 7,500 7,500

Total 57,500 57,500 57,500

The ‘all up’ average interest cost for the six month period is 8.16%. (2008: 8.01%).

7. COMMITMENTS AND CONTINGENCIES 	

Capital commitments
At 30 September 2009 the Company has commitments of $Nil (September 2008 $Nil and March 2009 $Nil).

Guarantees
Kermadec Property Fund Limited has the following contingent liability as at 30 September 2009;

The ASB has provided a bond to the New Zealand Stock Exchange for the sum of $75,000, being the amount required 
to be paid by all new issuers listed on the New Zealand Stock Exchange, and Kermadec has provided a General 
Security Agreement over its’ assets in favour of the ASB as security for this bond.
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notes to  
the financial statements

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2009

8. RELATED PARTY DISCLOSURES
The following table provides the total amount of transactions which have been entered into with related parties for 
the six months ended 30 September 2009. 

September 2009 September 2008 September 2009 September 2008

Purchases from 
related parties

Purchases from 
related parties

Amounts owed to  
related parties

Amounts owed to 
related parties

$’000 $’000 $’000 $’000

Entities with significant influence  
over the Company:

Augusta Funds Management Limited

Base and Performance Fees – refer below 370 390 68 77

Recharge of Property Manager Fees 138 146 - -

Recharge of Administration Costs 4 11 1 -

Property Purchases from Related Parties:  

Augusta Developments No. 95 Ltd 396 17,276 - -

Other Purchases from Related Parties:  

Starline Utilities Ltd* - 40 - -
*(no longer a related party from 4 June 2008)

September 2009 September 2008 September 2009 September 2008

Sales to  
related parties

Sales to  
related parties

Amounts owed by  
related parties

Amounts owed by 
related parties

$’000 $’000 $’000 $’000

Underwrite Income from Related Parties:

Augusta Developments No. 95 Limited* 62 59 - -

Augusta Developments No. 94 Limited - 47 - -

FIDK Trustco Limited** - 54 - -

Cook Nelson Freehold Limited** - 58 - -
*(underwrite is a purchase price adjustment)

**(no longer a related party from 4 June 2008)

The above related parties are deemed related parties due to their relationship to the manager, Augusta Funds 
Management Limited, which is owned by AFM Holdings Limited, whom is also a shareholder in Kermadec Property 
Fund Limited. Mark Francis is a Director of Kermadec Property Fund Limited, Augusta Funds Management Limited 
and AFM Holdings Limited.

The number of Kermadec Property Fund Limited shares held by AFM Holdings Limited as at 30 September is 11,563,334.

Outstanding balances at 30 September 2009 are unsecured and settlement occurs in cash.

There have been no guarantees provided or received for any related party receivables, other than vendor rental 
underwrite which was provided by the vendor of the property listed below:

Finance Centre Podium, Brookfields House, 60 Cook and 143 Nelson Streets*, Finance Centre Carpark* 
*(no longer a related party from 4 June 2008)

The funds to cover the vendor rental underwrite income are held in trust accounts, being the retention of funds on 
settlement of the above properties.
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9. DIVIDENDS PAID AND SHARES ISSUED
	Dividends paid during the period were $1,968,850 (2008: $3,100,000). Also during the period the Company issued 
2,634,361 shares under the Dividend Reinvestment Scheme for a value of $1,083,504 (2008: 739,933 shares were 
issued for a value of $519,000).

10. SEGMENT REPORTING

For the period ended 30 September 2009

Finance 
Centre 

Brookfields 
House

Cook & 
Nelson 
Streets 

Lambie 
Drive 7 City Road Kaimanawa Berkeley Unallocated Total 

($’000) ($’000) ($’000) ($’000) ($’000) ($’000) ($’000) ($’000) ($’000)

Revenue

Third party 2,142 1,305 573 588 904 598 325 - 6,435

Inter segment - - - - - - - - -

Total gross 
revenue 2,142 1,305 573 588 904 598 325 - 6,435

Profit before 
taxation 1,782 849 377 494 576 561 325 (1,908) 3,056

Segment profit before tax does not include management fees ($370,000), administration costs ($191,000), finance 
income of $93,000 and finance expense ($2,359,000). It also excludes an unrealised profit on the fair value of interest 
rate swaps of $919,000.

The material changes in assets are outlined below;

The Finance Centre Podium was purchased in August 2008 for $17.4 million and forms part of the Finance Centre 
segment, while the assets of the Kaimiro segment were sold in November 2008. 

The assets of each segment were last revalued as at 31 March 2009.

For the period ended 30 September 2008

Finance 
Centre 

Brookfields 
House

Cook & 
Nelson 
Streets 

Lambie 
Drive 

7 City 
Road Kaimanawa Berkeley Kaimiro Unallocated Total 

($’000) ($’000) ($’000) ($’000) ($’000) ($’000) ($’000) ($’000) ($’000) ($’000)

Revenue

Third party 1,554 1,296 760 684 1,074 604 325 182 - 6,479

Inter segment - - - - - - - - - -

Total gross 
revenue 1,554 1,296 760 684 1,074 604 325 182 - 6,479

Profit before 
taxation 1,348 904 531 587 795 557 317 177 (8,966) (3,750)

 
Segment profit before tax does not include management fees ($390,000), administration costs ($229,000), finance 
income of $259,000 and finance expense ($2,056,000). It also excludes an unrealised revaluation of investment properties 
(loss of $4,573,000) and the unrealised movement on the fair value of interest rate swaps (loss of $1,977,000).

notes to  
the financial statements

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2009
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11. EVENTS AFTER THE BALANCE SHEET DATE
On 23rd October 2009, the Directors of Kermadec Property Fund Limited declared an interim dividend on ordinary 
shares in respect of the 2010 financial year. The total gross amount of the dividend is 1.31 cents per share, which 
includes imputations credits attached of 0.063 cents per share. Hence the net dividend paid is 1.25 cents per share. 

notes to  
the financial statements

FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2009
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