





BALANCE SHEET

AS AT 31 MARCH 2008

Current Assets

Cash and Cash Equivalents 9 8,058 1,581
Trade and Other Receivables 10 316 136
Capitalisation of Rental Incentives 15 -
Prepaid Expenses 138 128
Fair Value of Interest Rate Swap 15 843 715
Income Tax Receivable 76 83
Current Assets 10,346 2,643
Non Current Assets

Investment Properties " 128,302 105,280
Capitalisation of Rental Incentives 188 -
Total Non Current Assets 128,490 105,280
Total Assets 138,836 107,923
Current Liabilities

Income Received in Advance 19 108
Trade Payables and Accruals 12 912 625
GST Payable 173 170
Borrowings 13 48,000 -
Total Current Liabilities 49,204 903
Non Current Liabilities

Borrowings 13 - 35,600
Deferred Taxation 6 4,727 3,037
Total Non Current Liabilities 4,727 38,637
Total Liabilities 53,931 39,540
Shareholders’ Equity 14 84,905 68,383
Total Liabilities and Shareholders’ Equity 138,836 107,923

Director:

Date: 6 June 2008

A

Director:

Date: 6 June 2008
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FPATEMENT OF CASHFLOWS

FOR THE YEAR ENDED 31 MARCH 2008

Cash Flows from Operating Activities

Cash to be provided from:

Receipts from tenants and underwrite agreement 13,017 3,244
Finance Income 510 28
Net GST Receipts - 170
Cash to be applied to:

Operating Expenditure (2,233) (425)
Management Fees (524) (55)
Finance Expense (3,662) (686)
Taxation (602) (239)
Corporate Costs (400 (74)
Net GST Payable (1,062) -
Net Cash Flows from Operating Activities 9 5,044 1,963

Cash Flows from Investing Activities

Cash to be provided from:

Sale of Investment Property 8,228 -
Cash to be applied to:

Purchase of Investment Properties (28,498) (96,388)
Capital Expenditure on Investment Properties (143) -
Net Cash Flows used in Investing Activities (20,413) (96,388)

Cash Flows from Financing Activities

Cash to be provided from:

Borrowings 12,400 35,600
|ssue of Shares 16,831 61,250
Cash to be applied to:

Dividends (5.239) -
Repurchase of Shares (768) -
Offer Costs (478) (844)
Net Cash Flows from Financing Activities 22,746 96,006
Cash at the Beginning of the Period 1,581 -
Net Increase in Cash 7.377 1,581
Cash as at 31 March 9 8,958 1,581
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

(a)

(b)

(c)

(d)

CORPORATE INFORMATION

The financial statements of Kermadec Property Fund Limited for the year ended 31 March 2008 were authorised for issue in accordance with
a resolution of the directors on 6 June 2008.

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 Company was incorporated on 10th October 2006 and commenced trading on the 8th December 2006, therefore the financial statements

comparatives are for the four months ended 31 March 2007.

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Preparation

The financial statements have been prepared in accordance with generally accepted accounting practice in New Zealand and the require-
ments of the Companies Act 1993 and the Financial Reporting Act 1993. The financial statements have also been prepared on a historical cost
basis, except for investment properties, and derivative financial instruments which have been measured at fair value.

The financial statements are presented in New Zealand dollars and all values are rounded to the nearest thousand dollars ($'000).

Statement of Compliance

The financial statements comply with New Zealand generally accepted accounting practice, which include New Zealand equivalents to
International Financial Reporting Standards ('NZ IFRS’] and other applicable Financial Reporting Standards as appropriate for profit-oriented
entities. Compliance with NZ IFRS ensures that the financial statements comply with International Financial Reporting Standards ('IFRS’).

The company has not applied the following NZ IAS interpretations that have been issued or amended but are not yet effective.

e NZIAS 1 Presentation of Financial Statements - The amendments are expected to only affect the presentation of the Company’s financial
statements and will not have a direct impact on the measurement and recognition of the amounts reported in the financial statements.

e NZIAS 23 Borrowing Costs - The amendments to NZ IAS 23 require that all borrowing costs associated with a qualifying asset be
capitalised. The Company has no borrowing costs associated with qualifying assets and as such the amendments are not expected to
have any impact on the Company’s financial statements.

Investment Properties

Investment properties are measured initially at cost, including transaction costs. Subsequent to initial recognition, investment properties are
stated at fair value, which reflects market conditions at the balance sheet date. Gains and losses arising from changes in the fair values of
investment properties are recognised in the Income Statement in the year in which they arise.

Leases

The determination of whether an arrangement is or contains a lease is based on the substance of the arrangement and requires an assess-
ment of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a right
to use the asset.

e Company as Lessor

Rental leases in which the Company retains substantially all the risks and benefits of ownership of the leased asset are classified as
operating leases. Initial indirect costs incurred in negotiating an operating lease are added to the carrying amount of the leased asset and
recognised as an expense over the lease term on the same basis as the rental income.

(e) Trade and other receivables

Trade and other receivables are recognised and carried at original invoice amount less an allowance for any impairment losses.

Collection of trade receivables is reviewed on an ongoing basis at an operating unit level. An impairment loss is recognised when there is
objective evidence that the Company will not be able to collect the receivable, which is due to either financial difficulties of the debtor, default
payments or debts that are more than 60 days overdue.
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INOTES TOTHE'FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

(f]

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and short-term deposits with an original maturity of one year or less.

For the purposes of the Cash Flow Statement, cash and cash equivalents consist of cash balances and short term deposits as defined above,
net of outstanding bank overdrafts that are repayable on demand.

(g) Interest-bearing loans and borrowings

(h

(i)

(j)

(k

P3

Interest bearing loans and borrowings are initially recognised at fair value of the consideration less directly attributable transactions costs.

Subsequent to initial recognition, interest-bearing loans and borrowings are stated at amortised cost using the effective interest method.
Borrowings are classified as current liabilities unless the Company has an unconditional right to defer the settlement of the liability for at
least 12 months after balance date.

Borrowing costs are recognised as an expense when incurred.

] Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of a past event, it is probable that an
outflow of economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Where the Company expects some or all of a provision to be reimbursed, for example under an insurance contract or a recharge,
the reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. The expense relating to any
provision is presented in the Income Statement net of any reimbursement.

Provisions are measured at the present value of the Company’s best estimate of the expenditure required to settle the present obligation at
balance sheet date. If the effect of the time value of money is material, provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific to the
liability. The increase in the provision due to the passage of time is recognised as a finance cost.

Net Income
Net Income shown in the income statement comprises amounts received and receivable by the Company for:

a. Rentals charged to tenants in the ordinary course of business;

b. Income from rental underwrite agreements with the vendors of certain properties;

c. Operating cost recoveries from tenants;

d. Less operating costs incurred
Rental income and income from the rental underwrite agreements is recognised to the extent that it is probable that the economic benefits
will flow to the Company and the revenue can be reliably measured, on a straight line basis over the lease term. Recoveries from tenants are
recognised as income in the year the applicable costs are accrued.
Rental revenue from investment properties is accounted for on a straight-line basis over the lease term.

Known advance rental income associated with early termination of a tenancy is recognised at the date of the agreed lease termination.

Certain tenant allowances that are classified as lease incentives are recorded as a separate asset and amortised over the term of the lease.
The amortisation is recorded as rental income.

Finance Income

Finance income revenue is recognised as interest accrues on cash deposits held using the effective interest method. This is a method of
calculating the amortised cost of a financial asset and allocating the interest income over the relevant period using the effective interest rate,
which is the rate which exactly discounts the future cash receipts through the expected life of the financial asset to the net carrying amount of
the financial asset.

) Operating Expenses and Corporate Costs

Operating expenses include all operating costs relating to investment properties. Corporate costs include management fees and
administration costs.

Tenants are responsible for maintenance and holding costs associated where they have contracted to do so in their tenancy agreements.
Non recoverable operating expenses are the responsibility of the Company.

Operating expenses and corporate costs are brought to account on an accruals basis and any related payables are carried at cost.

Management fees, which includes performance fees earned by the Manager that are contingent on the level of returns to shareholders,
are bought to account on an accruals basis and any related payables are carried at cost.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

() Income Tax

Income tax on the profit or loss for the period or year comprises current and deferred tax. Income tax is recognised in the income statement
except to the extent that it relates to items recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax on the taxable income for the period or year, using rates enacted or substantially enacted at the balance sheet
date, and any adjustment to income tax payable in respect of previous periods.

Deferred tax is provided using the balance sheet liability method, providing for all temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets and unused tax
losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, and the
carry-forward of unused tax assets and unused tax losses can be utilised.

The carrying amount of any deferred income tax asset is reviewed at each balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is realised or
the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date.

[m) Goods and Services Tax
Income, expenses and assets are recognised net of the amount of GST except:

e where the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in which case the GST
is recognised as part of the cost of acquisition of the item as applicable; and

e receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the balance
sheet. Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation authority.

[n) Derivative and Other Financial Instruments

Bank balances, accounts receivable, tax related receivables and deposits on properties are stated at transaction value.
Permanent diminutions in the value of such assets are recognised when they arise.

Trade payables and term liabilities are stated at transaction value.

The Company uses derivative financial instruments (interest rate swaps) to hedge its exposure to interest rate risks arising from investment
activities. The interest rate swaps convert certain variable interest rate borrowings to fixed interest rates reducing the exposure to fluctuations
in floating interest rates.
Such derivative financial instruments are initially recorded at fair value. Any resulting gain or loss on re-measurement is recognised in the
Income Statement.
The fair value of interest rate swaps is the estimated amount that the Company would receive or pay to terminate the swap at the balance
sheet date, taking into account current interest rates and the current creditworthiness of counter parties to the swap.
The Company does not undertake speculative trading transactions or hold derivative financial instruments for trading purposes.

(o) De-recognition of financial instruments
The de-recognition of a financial instrument takes place when the Company no longer controls the contractual rights that comprise the
financial instrument, which is normally the case when the instrument is sold, or all the cash flows attributable to the instrument are passed
through to an independent third party.

(p) Trade and Other Payables
Trade and other payables are carried at amortised cost due to their short term nature and are not discounted. They represent liabilities
for good and services provided to the Company prior to the end of the financial year that are unpaid and arise when the Company becomes

obliged to make future payments in respect to the purchase of these goods and services.

(q) Share Capital

The costs associated with raising equity (including non claimable GST] in the Company are deducted from the proceeds of the share capital
issued and is recorded as a deduction from equity.
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INOTES TOTHE'FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

(r)

(s

(t)

(u

(v)

Finance Income and Expenses
Finance income consists of interest income accrued to the income statement as earned.

Finance expense, including borrowing costs, interest payable on borrowings and gain/loss on interest rate swaps are recognised as an
expense in the income statement when incurred.

Provision for Dividends
Dividends are recognised in the period that they are authorised and declared.
Basic Earnings Per Share

Earnings per share is calculated by dividing the Net Profit After Tax Attributable to Shareholders by the weighted average number of shares
on issue during the period. In the current period both basic earnings and diluted earnings are equivalent.

Statement of Cashflows
The following is the definition of the terms used in the statement of cashflows:

i.  Cash means coins, notes, demand deposits and other highly liquid investments in which the Company has invested as part of its day
to day cash management. Cash includes current liabilities such as negative cash balances in the form of overnight bank overdrafts.
Cash does not include receivables or payables or any borrowing that forms part of a term facility.

il. Investing activities include those relating to the addition, acquisition and disposal of investment properties and any addition and
reduction of loans.

iii. Financing activities are those that result in changes in the size and composition of the capital structure of the Company. Dividends paid
in relation to the capital structure are included in financing activities.

iv. Operating activities include all transactions and other events that are neither investing nor financial activities.
Changes in Accounting Policy

There are no material differences between the accounting policies used for the Prospective Financial Information and those stated above.

SIGNIFICANT ACCOUNTING JUDGEMENTS

In applying the Company’s accounting policies management continually evaluates judgements, estimates and assumptions based on
experience and other factors, including expectations of future events that may have an impact on the Company. All judgements, estimates and
assumptions made are believed to be reasonable based on the most current set of circumstances available to the Company. Actual results
may differ from the judgements, estimates and assumptions. Significant judgements, estimates and assumptions made by the Company in
the preparation of these financial statements are outlined below:

Operating Lease Commitments - Company as Lessor

The Company has entered into commercial property leases on its investment property portfolio. Kermadec has determined that it retains all
the significant risks and rewards of ownership of these properties and has thus classified the leases as operating leases.

Valuations of Investment Properties

Independent valuations are used to determine the fair value of investment properties. The most common and accepted methods for assessing
market value of an investment property are the capitalisation and discounted cashflow approaches. Each approach derives a value based on
contract rentals, expected future market rentals, income void assumptions, maintenance requirements and appropriate discount rates.

In deriving a market value all assumptions are based on market inputs and transactions for properties with similar locations, condition and
quality of accommodation. The market value is a weighted average of both the capitalisation and discounted cash flow approaches.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company's principal financial instruments, other than derivatives, comprise bank loans, cash and short-term deposits. The main purpose
of these financial instruments is to provide funding for the Company’s operations.

The Company has various other financial instruments such as trade receivables and trade payables, which arise directly from its operations.

The Company also enters into derivative transactions consisting principally of interest rate swaps. The purpose is to manage the interest rate
risks arising from the Company’s operations and its sources of finance.

Itis, and has been throughout the period under review, the Company’s policy that no trading in financial instruments shall be undertaken.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

The main risks arising from the Company’s financial instruments are interest rate risk, credit risk and liquidity risk. The board review and
agrees policies for managing each of these risks and they are summarised below.

The Company also monitors the market price risk arising from all financial instruments.
The Company’'s accounting policies in relation to derivatives are set out in note 2.
Interest rate risk

The Company's exposure to market risk for changes in interest rates relates primarily to the Company’s long-term debt obligations.

The level of debt is disclosed in Note 13.

To manage this in a cost-efficient manner, the Company enters into interest rate swaps, in which the Company agrees to exchange,

at specified intervals, the difference between fixed and variable interest amounts calculated by reference to an agreed-upon notional
principal amount.

As the company holds interest rate swaps there is a risk that their economic value will fluctuate because of changes in market interest rates.
The notional value of interest rate swaps is disclosed in Note 15, and it is acknowledged that this risk is a by-product of the company’s attempt
to manage its cash flow interest rate risk.

At 31 March 2008, after taking into account the effect of interest rate swaps, 100% of the Company’s borrowings are at a fixed rate of

interest of 7.98%.

As at balance date the Company had the following financial assets exposed to New Zealand variable interest rate risk that are not designated
in cash flow hedges;

Cash & cash equivalents 8,958 1,581

The following demonstrates the sensitivity to the Company profit before tax, resulting from a reasonably possible change in interest rates, with
all other variables held constant. This is also on the basis of the cash deposits being available for a full year;

Official cash rate movement (50 basis points) 45 8

Credit risk
Credit risk arises from the financial assets of the company, which comprise cash and cash equivalents and trade and other receivables.

The Company trades only with recognised, creditworthy third parties, whose obligations to the Company are contractually enforceable under
tenancy agreements and carpark licences.

In addition, receivable balances are monitored on an ongoing basis with the result that the Company’s exposure to bad debts is not significant.

As the Company has a wide spread of tenants over many industry sectors, it is not exposed to any significant concentration of credit risk.
Amounts which are past due are not considered impaired as the majority are due from tenants with strong credit ratings.

With respect to credit risk arising from the other financial assets of the Company, which comprise cash and cash equivalents, the Company’s
exposure to credit risk arises from default of the counter party, with a maximum exposure equal to the carrying amount of these instruments.

Sensitivity analysis of credit risk is based on the possibility that if 5% of the total accounts receivable were impaired, it would have an impact
on current year earnings by approximately $16,000. Management do not consider this exposure to have a material impact on the financial
position of the Company.

Liquidity risk
The Company's objective is to maintain a balance between continuity of funding and flexibility through the use of bank loans, and
ordinary shares.
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TES TOTHE'FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

The table below reflects all contractually fixed payoffs and receivables for settlement and repayments
resulting from recognised financial assets and liabilities.

Trade Receivables

Due or due not later than one month 296 128
Due later than one month but not later than three months 15 8
Due later than three months but not later than one year 5 -
Total 316 136
Trade Payables
Due or due not later than one month 344, 237
Due later than one month but not later than three months 30 27
Due later than three months but not later than one year 30 66
Due later than one year but not later than five years - -
Total 404 330
Borrowings
Due or due not later than one month - -
Due later than one month but not later than three months - -
Due later than three months but not later than one year 48,000 -
Due later than one year but not later than five years - 35,600
Total 48,000 35,600

Management have frameworks in place to monitor the company’s liquidity and ensure that banking covenants are complied with. Cashflow

reports and banking covenant analysis is prepared and reviewed on a regular basis throughout the year.

The term loan facility expires on 7 December 2008 and will be renewed for a further term and not repaid.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

5. REVENUES AND EXPENSES

[a) Auditors Remuneration

Amounts received or due and receivable by Ernst & Young for:

¢ audit of the Annual Report of the Company 60 45
e other services in relation to the entity
tax compliance/consulting 16 13
IPO Prospectus Audit * - 200
e Included in the issue costs of $478,000 per note 14. (2007 $844,000)
(b} Finance Income / (Expenses)
Bank loans and overdrafts (3.697) (865)
Other loans (Insurance premium funding]) (14) (3)
Total finance costs (3,711) (868)
Bank interest earned 512 36
Total net finance costs (3,199 (832)
(c) Investment properties expenses included in net income
Direct operating expenses (including repairs and maintenance)
on rental earning investment properties (2,060 (472)
Leasing costs (218) -
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TES TOTHE'FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

s

6. INCOME TAX

Major components of income tax expense for the period ended 31 March are:

Income Statement

Current tax

Current income tax charge (618) (156)
Deferred income tax asset

Relating to origination and reversal of temporary differences 3 18
Deferred income tax liability

Depreciation claimed for taxation (1,213) (378)
Net gain on revaluation of interest rate swap (42) (236)
Net gain on revaluation of investment property buildings (835) (2,447)
Capitalisation of rental incentives (67) -
Restate deferred tax future liability (@ 30% 474 -
Net deferred tax liability (1,680) (3,037)
Income tax expense reported in income statement (2,298) (3,193)
Reconciliation of income tax expense applicable to net profit before income tax at 33% to income tax

expense at the Company’s effective income tax rate for the period ended 31 March is as follows:

Net profit before tax 8,474 11,170
Less: Revaluations of investment land included above m (1,494)
Less: Capital profit on disposal of property (90) -
Adjusted net profit before tax 8,495 9,676
Income tax at rate of 33% (2,803) (3,193)
Adjust for tax effect of:

Expenses not recorded but deductible for tax

Depreciation 1,213 378
Temporary differences

Accounting for rental incentives 67 -
Unrealised gain on revaluation of investment properties (buildings) 867 2,441
Unrealised gain on interest rate swap 42 236
Accruals (4) (18)
Total temporary differences 972 2,659
Current tax expense reported in the Income Statement (618) (156)

At effective income tax rate of 7.3% (2007 1.6%)
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

Deferred income tax

Deferred income tax at 31 March relates to the following:

Deferred income tax liabilities

Revaluation of investment properties (buildings) 2,978 2,441 537 2,441
Gain on interest rate swap 253 236 17 236
Depreciation 1,446 378 1,068 378
Capitalisation of rental incentives 61 - 61 -
Gross deferred income tax liabilities 4,738 3,055 1,683 3,055

Deferred income tax assets

Accruals not deductible " 18 (7) 18
Accruals deductible - - 10 -
Gross deferred income tax assets 1 18 3 18
Net Deferred Tax 4,727 3,037 1,680 3,037

Deferred tax has been restated as at 31 March 2008 based on the Company tax rate of 30%.

7. EARNINGS PER SHARE

Basic earnings per share amounts are calculated by dividing net profit for the year attributable to ordinary equity holders of the Company by
the weighted average number of ordinary shares outstanding during the period.

The following reflects the income and share data used in the total operations basic and diluted earnings per share computations:

Net Profit After Tax Attributable to Shareholders of the Company 6,176 7,977
Weighted average number of ordinary shares 74,61 61,250
Earnings Per Share (cents) - Basic and Fully Diluted 8.28 13.02
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NOTES TO/THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

8. DIVIDENDS PAID AND PROPOSED

Q4 prior year net dividend of 2.33 cps (4 months) 1,427 15/05/07 - -
Q1 net dividend of 1.90 cps 1,468 15/08/07 - -
Q2 net dividend of 2.16 cps 1,662 15/11/07 - -
Q3 net dividend of 1.89 cps 1,453 14/02/08 - -
Total paid during the year 6,010 -

Approved at Meeting of Directors on 8th May 2008
[not recognised as a liability as at 31 March 2008)

Dividends on ordinary shares, paid on 21st May 2008:
Final imputed dividend for 2008, 2.17 cents per share

Imputation Credit Account

Balance at beginning of the period 238 -
Income tax payments during the period 602 238
Imputation credits attached to dividends (585) -
Balance at end of the period 255 238

At 31 March the imputation credits available to the
Shareholder’s of the Company were: 255 238
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

9. CASH AND CASH EQUIVALENTS

Cash at bank and in hand 10 130
Short-term deposits 8,848 1,451
Total Cash and Cash Equivalents 8,958 1,581

Cash at bank and in hand earns interest at floating rates based on daily bank deposit rates.

Short-term deposits are made for varying periods of between one week and three months depending on the immediate cash requirements of
the Company, and earn interest at the respective short-term deposit rates.

Reconciliation of cash

For the purposes of the Cash Flow Statement, cash and cash equivalents are as noted above.

Reconciliation from the net profit after tax to the net cash flows from operations

Net profit after tax 6,176 7.977

Adjustments for:

Revaluation gain on investment properties (2,419) (8.892)
Fair value gain on interest rate swap (129) (715)
Movement in deferred tax 1,690 3,037

Changes in assets and liabilities

(Increase)/decrease in trade and other receivables (381) (136)
(Increase)/decrease in prepayments (10) (128)
(Increase)/decrease in assets 18 -
(Increase)/increase in income in advance 7 (83)
(Decreasel/increase in income tax payable 11 108
(Decrease)/increase in trade creditors and accruals 78 625
(Decreasel/increase in GST Payable 3 170
Net cash from operating activities 5,044 1,963
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. TRADE AND OTHER RECEIVABLES
Trade receivables 200 120
Other receivables 116 16
Total Trade and Other Receivables 316 136
Related party receivables:
FIDK Trustco Ltd 30 56
Cook Nelson St Freehold Ltd 43 48
Trade receivables are non-interest bearing and are on <30-day terms.

. INVESTMENT PROPERTIES
Opening balance 105,280 96,388
Acquisitions 28,421 -
Disposal (8,137) -
Net gain from revaluation to market value 2,519 8,892
Capital Expenditure 219 -
Closing balance as at 31 March 128,302 105,280
Investment properties are stated at fair value, and were valued during March 2008 by Colliers International New Zealand, CB Richard Ellis and
Morgans Property Advisors, all of which are members of the New Zealand Institute of Valuers and industry specialist in valuing these types of
investment properties.
Finance Plaza Carpark Colliers International 31 March 2008 31,000 30,500
Brookfields House Colliers International 31 March 2008 26,200 25,250
Cook and Nelson Streets Colliers International 31 March 2008 11,000 11,000
Lambie Drive CBRE 7 March 2008 13,630 13,500
7 City Road Colliers International 31 March 2008 20,800 -
Berkeley CBRE 10 March 2008 8,200 -
Kaimanawa Street Morgans Property Advisors 31 March 2008 12,450 12,100
Kaimiro Street CBRE 7 February 2008 4,880 4,830
Ratanui Street Barbour Bristow Walker - 8,100



NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2008

The valuations undertaken were based on an open market value, supported by market evidence. The fair value represents the amount
at which the assets could be exchanged between a knowledgeable willing buyer and a knowledgeable willing seller in an arm’s length
transaction at the date of valuation, in accordance with New Zealand Valuation Standards. In determining fair value, the expected net
cash flows applicable to each property have been discounted to their present value using a market determined, discount risk adjusted
rate applicable to the respective asset.

The two valuation methods used are the discounted cash flow analysis and the capitalisation approaches. The valuations are based on market
assumptions of internal rates of return, rental growth, potential capital expenditure, expected sale price at the end of the investment horizon,
costs associated with the initial purchase of the property and yield.

All investment properties of Kermadec are subject to a first charge to secure the ASB bank debt as disclosed in note 13.

. TRADE PAYABLES AND ACCRUALS
Trade payables 404 334
Accruals 277 109
Interest accrued 231 182
Total Trade and Other Payables 912 625

Related party payables:
Augusta Funds Management Ltd 71 133
Starline Utilities Ltd 25 18

Trade payables and related party payables are non-interest bearing and are normally settled on the 20th of the month following invoice date.

Interest payable is settled quarterly throughout the financial year, based on 90 day swap agreements.
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s

13. INTEREST-BEARING LOANS AND BORROWINGS
Secured bank loan (ASB) 7.98 7/12/2008 48,000 35,600

This loan has been drawn down under a two year committed cash advance facility. This facility is secured by a first charge over the Company’s
investment properties.

The effective rate on the secured bank loan is based on the bank floating rate plus 0.65% margin. Subsequent to entering into the loan agree-
ment the Company entered into an interest swap agreement whereby the Company either pays or receives the difference between the rate in
the swap contact (fixed rate of 7.33%, excl margin) and the rate on the secured bank loan. The notional amount of the interest rate swap is
$48m. The fair value of the swap on balance date is discussed further in note 15.

Financing facilities available

At reporting date, the following financial facilities had been negotiated and were available

Total facilities:

- bank loan (ASB]) 50,000 39,000
Facilities used at reporting date

- bank loan (ASB]) 48,000 35,600
Facilities unused at reporting date

- bank loan (ASB) 2,000 3,400

14. ISSUED CAPITAL AND RESERVES
Opening Share Capital 60,406 -

Movement in ordinary shares on issue

Capital Issued 17,602 61,250
Less Issue costs (GST Incl.) (478) (844,)
Less Treasury Stock (768) -
Closing Share Capital 76,762 60,406

Retained Earnings

Opening Balance 7.977 -
Operating earnings after taxation for the period 6,176 7.977
Distributions to Shareholders (6,010) -
Closing Retained Earnings 8,143 7,977
Total Issued Capital and Reserves 84,905 68,383
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15.

FINANCIAL INSTRUMENTS

Fair values

Set out below is a comparison by category of carrying amounts and fair values of all of the Company’s financial instruments that are carried in

the financial statements at other than fair values.

The fair value of derivative items has been calculated by discounting the expected future cash flows at prevailing interest rates.

Financial assets

Trade and other receivables 316 316 136 136

Interest rate swap gain 843 843 715 715

Financial liabilities

Interest-bearing loans and borrowings 48,000 48,000 35,600 35,600

Below is a representation of the sensitivity to the Company profit before tax, which has been determined based on a reasonably possible

change in interest rates, with all other variables held constant in relation to the fair value of the interest rate swap;

Official cash rate movement (50 basis points) 715 652
. COMMITMENTS AND CONTINGENCIES

Capital commitments
At 31 March 2008 the Company has commitments of $145,000. This is in relation to the installation of metal barriers around the perimeter at
the Finance Centre Carpark. (2007 $Nil]

Guarantees
Kermadec Property Fund Limited has the following contingent liabilities at 31 March 2008:

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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17. RELATED PARTY DISCLOSURES

The following table provides the total amount of transactions which have been entered into with related parties for the relevant financial year
(for information regarding outstanding balances at year end, refer to note 10 and note 12).

Entities with significant influence over the Company:
Augusta Funds Management Limited
Base and Performance Fees - refer below 463 167 71 128

Recharge of Property Management Fees 187 60 - 5

Property Purchases from Associated Entities:

FIDK Trustco 27,615
Cook Nelson St Freehold Limited 10,400
Augusta Developments No. 94 Limited 22,000
Kaimanawa Nominees Limited 10,750
Kaimiro Nominees Limited 4,400
Ratanui Nominees Limited 8,000

Other Purchases from Associated Entities:
Starline Utilities Ltd 235 53 25 18
[Supply of Electricity]

Reolated n
relatea pa

Underwrite Income from Associated Entities:

FIDK Trustco Limited 433 186 30 56
Cook Nelson St Freehold Limited 498 140 43 48
Augusta Developments No. 94 Ltd 211 - - -

Other Income from Associated Entities:
Augusta Developments No. 94 Limited 19 - - -

[carpark rental]

Augusta Developments No. 95 Limited - 6 - -

[carpark rental)

Terms and conditions of transactions with related parties

Sales to and purchases from related parties are made in arm’s length transactions at both normal market prices and normal

commercial terms.

A lease termination payment was received from ANZ National Bank Limited in regard to Brookfields House levels 14 and 15, which covered the
period from 1 January 2007 to 30 June 2007. Thereafter Augusta Developments No. 94 Limited have provided underwrite income until rental is
to be paid by third party tenants.
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The calculation of the monthly base fees and quarterly performance fees payable to Augusta Funds Management Limited are determined by
calculations specified in the Management Agreement dated 6 November 2006. A copy of the Management Agreement is available from the
registered office of the Company at 35 Chancery Street, Auckland, and on the Companies Office website at www.companies.govt.nz

Outstanding balances at 31 March 2008 are unsecured and settlement occurs in cash.

There have been no guarantees provided or received for any related party receivables, other than vendor rental underwrites which were
provided by the vendors of three properties purchased on 8th December 2006 listed below:

Finance Plaza Carpark, 60 Cook and 143 Nelson Streets, Brookfields House

For the year ended 31 March 2008, the Company has not raised any provision for doubtful debts relating to amounts owed by related parties
as the payment history has been excellent. This assessment is undertaken each financial year through examining the financial position of the
related party and the market in which the related party operates in. When assessed as required the Company raises such a provision.

. EVENTS AFTER THE BALANCE SHEET DATE

On 1 May 2008 the directors of Kermadec Property Fund Limited declared a final dividend on ordinary shares in respect of the 2008 financial
year. The total amount of the dividend is $2.17 cents per share with imputations of 0.33 cents per share. Of this there were 379,473 shares issued
under the Dividend Reinvestment Plan for a value of $280,014. The dividend has not been provided for in the 31 March 2008 financial statements.

On 8 May 2008 the Shareholders of the Company voted in favour of the purchase of the Finance Centre Podium for $17.555m. This property
will be settled in July 2008, and funded by $9.5m of first mortgage bank funding, with the balance through available cash. A new interest rate
swap agreement was entered into on 9 May 2008, for five years with an effective interest rate of 8.66% (including margin).

AFM Holdings Limited, which owns a 50% share in Augusta Funds Management Limited, the Manager of Kermadec Property Fund Limited,
has signed a conditional sale and purchase agreement to purchase the remaining 50% share of Augusta Funds Management Limited from
Property Manager Holdings Limited (part of the Starline Group). As part of this transaction, AFM Holdings is also purchasing 3,887,468 shares
in Kermadec Property Fund Limited from Property Manager Holdings Limited. This deal means that Mark and Chris Francis, through AFM
Holdings Limited will own 100% of the Manager, and 8,094,436 shares in Kermadec Property Fund Limited.

. SEGMENT INFORMATION

The Company operates in one industry in New Zealand.

LEASE COMMITMENTS
Operating Lease Receivables

Substantially all of the property owned and leased by Kermadec Property Fund Limited is leased to third party tenants. Lease terms vary
between buildings and individual tenancies. Future minimum rental revenues under non-cancellable operating property leases are as follows:

Due within one year 8,609 8,034
Due between one and five years 21,424, 20,767
Due after five years 10,008 6,625

There are no contingent rentals.
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T
HHHHHHHHHHI Ell ERNST & YOUNG Chartered Accountants

To the Shareholders of Kermadec Property Fund Limited

We have audited the financial statements on pages 29 to 49. The financial statements provide information about the past financial performance
of the company and its financial position as at 31 March 2008. This information is stated in accordance with the accounting policies set out on
pages 33 to 36.

This report is made solely to the company’s shareholders, as a body, in accordance with Section 205(1) of the Companies Act 1993. Our audit has
been undertaken so that we might state to the company’s shareholders those matters we are required to state to them in an auditor’s report and
for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s shareholders as a body, for our audit work, for this report, or for the opinions we have formed.

Directors’ Responsibilities

The directors are responsible for the preparation of financial statements which comply with generally accepted accounting practice in New Zea-
land and give a true and fair view of the financial position of the company as at 31 March 2008 and of its financial performance and cash flows for
the year ended on that date.

Auditor’s Responsibilities

Itis our responsibility to express an independent opinion on the financial statements presented by the directors and report our opinion to you.

Basis of Opinion
An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial statements. It also includes assessing:
e The significant estimates and judgements made by the directors in the preparation of the financial statements; and

e whether the accounting policies are appropriate to the company’s circumstances, consistently applied and adequately disclosed.

We conducted our audit in accordance with generally accepted auditing standards in New Zealand. We planned and performed our audit so as
to obtain all the information and explanations which we considered necessary in order to provide us with sufficient evidence to give reasonable
assurance that the financial statements are free from material misstatements, whether caused by fraud or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements.

Ernst and Young provide taxation advice to the company.

Unqualified Opinion

We have obtained all the information and explanations we have required.

In our opinion:
e proper accounting records have been kept by the company as far as appears from our examination of those records; and
e the financial statements on pages 29 to 49:

- comply with generally accepted accounting practice in New Zealand; and

- give a true and fair view of the financial position of the company as at 31 March 2008 and its financial performance and cash flows for the
year ended on that date.

Our audit was completed on 6 June 2008 and our unqualified opinion is expressed as at that date.

é/vmﬂé'f"

Auckland
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SHAREHOLDER STATISTICS

KERMADEC PROPERTY FUND
Top 20 Investors with expanded Sub-Register for Security: KPF on 3 June 2008

Rank Investor Total Units % Issued Capital
1 FORSYTH BARR CUSTODIANS LTD 9,323,140 11.91
2 FORSYTH BARR CUSTODIANS LTD 5,346,407 6.83
3 CUSTODY AND INVESTMENT NOMINEES LIMITED 4,613,174 5.64
4 AFM HOLDINGS LIMITED 4,206,968 5.37
5 PROPERTY MANAGER HOLDINGS LIMITED 3,887,468 4.96
6 ACCIDENT COMPENSATION CORPORATION 3,319,284 4.24
7 MFL MUTUAL FUND LIMITED 3,086,894 3.94
8 FORSYTH BARR CUSTODIANS LTD 2,642,860 3.38
9 FORSYTH BARR CUSTODIANS LTD 1,695,848 2.17
10 HSBC NOMINEES (NEW ZEALAND] LIMITED 1,445,118 1.85
1 FORSYTH BARR CUSTODIANS LTD 1,209,465 1.54
12 BT NZ UNIT TRUST NOMINEES LTD 1,180,153 1.51
13 LEVERAGED EQUITIES FINANCE LIMITED 1,167,639 1.49
14 IAN RICHARD SEDDON 1,155,185 1.48
15 NATIONAL NOMINEES NEW ZEALAND LIMITED 978,394 1.25
16 KERMADEC PROPERTY FUND LTD 848,662 1.08
17 SUPERLIFE INVESTMENT LIMITED 712,882 0.91
18 FORSYTH BARR CUSTODIANS LTD 620,378 0.79
19 GEORGE PHILIP LAMBERT 600,000 0.77
20 IAN S.P CHAPMAN & SUSAN CHAPMAN 550,000 0.70

As at 3 June 2008 the following shareholders have filed substantial security holder notices in accordance with the Securities Market Act.

Shareholders No. of Shares
Tower Asset Management Limited 4,845,593
AFM Holdings Limited 4,206,968
Property Manager Holdings Limited 3.887.468

Holdings of Directors of the Manager as at 3 June 2008

Director Holding Security Held Nature of Relevant

Interest
Jamie Peters 2,915,601 Ordinary Shares Beneficial Interest
Mark Francis 2,524,181 Ordinary Shares Beneficial Interest
Chris Francis 1,682,787 Ordinary Shares Beneficial Interest
Roger Coulson 971,867 Ordinary Shares Beneficial Interest
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Directors

P.D. Wilson
J.J. Loughlin
M.E. Francis

Company Secretary
S.W.J. Woollams

Registered Office
35b Chancery Street
Auckland Central
New Zealand

Share Register

Link Market Services
Level 12

120 Albert Street
Auckland

New Zealand

The Manager

Augusta Funds Management Limited

35b Chancery Street
Auckland
New Zealand
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Auckland

New Zealand

Bankers

ASB Property Finance Unit
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Auckland
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Auditors

Ernst & Young

41 Shortland Street
Auckland
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