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Midlands Smarter PIE Fund
Statement of Comprehensive lncome

For e e eodlod 37 fMach 2024

Ml 20 2023
] i
Interasl Ruvenue 4 A0, 205 govEl 25
Olbar noome . 2 5E2 20 287
Tolal IFcome 9.8304, 224 #.61d,740
Acministraies Fxpena=s ) A& HAT 8 100
ALL ard Besurancs |-eos o] 154 512 Tid479
Movemsat in Mrow s ar or Loas lmpairmard ? 212,34% Qls 400
Managaiment | eas 3 18260 510 g [k T
superyisor Fees 2 1536714 1908
Total Expansas 2655575 245,570
Surplus Before Tax 7,148 B53 6,378,170
Tax Expangal|[Cradih a - -
Surplus Aftar Tax T 4B BB 6,373,170
O lawer Sormwrehen s v Inooine -
Total Comprehensive [ncome " 7 148 553 6.374.170
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Midlands Smaiter PFIE Fund
Statement of Changes in Equity

Forzhz yzaranded 30 Marzh 2024

Batance at 1 Aprll 2022

Met Snephis Trilzl Can-preh=nsive Inoonms
L Py DTy B TR R Y P T Py

Urilholer Funds Invested

Lhrithder [Toads wWhithdizer

Disdiaahiane

Balance al 31 March 2023
Balance at 1 April 2023

Me: SuiplusiTotal Comprehensme Inzan e
Toggaamsmes v LR iers

Undhaleer Fonds haeesled

LInizholoar Funas Y e rawen

Ehsbir abhior s

Ealance at 31 March 2024

it lder
FiLmd=
$
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35607020
(8 BAE.4593)

Losoes

%
[32RE, F205)

B, 375170
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Accumutated  Tokal Equity

5

05 a68 T2h

GATa 10

AR GET.CL3

(23,5565, 453

[ L 1

EERERE

(5,271 804t

110 650 068

1780457 021

TR B
f21,57 815}

i5,271 054

T 1410 £52

[7.551,519)

1O 456,0:0
TALEESS
2¢.gn,aaz

i1 570 816
0T 2,

T149,BEE 347

[2 351,620]

115 314,028
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Midlands Smarter PIE Fund

Statement of Financial Position

As at 31 March 2024

ASSETS

Cash and Cash Equivalents
Short-Term Bank Deposits
Trade and Other Receivables
Advances on Mortgage

TOTAL ASSETS

LIABILITIES

Trade and Other Payables

Payable to Midlands Funds Management Limited
Tax Payable

TOTAL LIABILITIES
NET ASSETS
EQUITY

Unitholders' Funds

Accumulated Losses

TOTAL EQUITY

Note

10
11

12
13

14
15

Signed for and on behalf of the Manager, Midlands Funds Management Limited

Fr y '
7 i o

Director O

Date: 22.07.2024

This statement should be read in conjunction with the notes to the financial statements.

Midlands Smarter PIE Fund

2024 2023
$ $
12,281,575 13,568,139
= 3,289,359
27,399 "
105,204,799 94,916,785
117,513,773 111,774,283
816,828 1,133,895
182,917 185,321
999,745 1,319,216
116,514,028 110,455,068
119,868,647 113,667,021
(3,354,620) (3,211,954)
116,514,028 110,455,068
C)d &_ .
22.07.2024
6
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Midtands Smarter PIE Fund
Statement of Cash Flows

Frr Ihe peqr enged 31 Bargn 2024

Cash Flows From COpormting Aclivities
Cash was provided (rorm .
Interest Redeived

Cash Wias apalied 1o)
Pzy-nents 0 Supalers

Met Cash From Operating Activitise BEafore Changes In

Operating Azeets
Mot cash was provided frem:
Shiart Terrn Sank De pesil ey cslineis

Mot cash was appiiod 1a:
tlet Morigage Sdvances

ket Cash hflow'{ DaHlowp From Operating Activities

Cash Flows From Financing Aclivities
Ceall was prowvided friom!
Lhelmddsn | oardz Leedsled

Casi was apaiieo fo;
Ltk aider Funds wWikhdraeal =
Mistribidions e Varholdars

Wel Cash nflowd Qulioy] From Financing aciiles

Mel Ingrease/Decrease) In Cagh and Cash Equivalents held

Flus Crpcyg Cash ang Zash Lyurealenls
Closing Cash and Cash Equivalants

2024 2023

& ¥
% 776140 1.012.515
2078, 140 q AR 4E6

(2 BG1 0075

PR ENE

P61 a7

(2,083,626 ;

IR ER KK

3 26% 259

10 G, SES)

(155,57 13

& HFR B0

¢ B GO0

1320, 2 18)

3,77 55

27,780 447

Ié1

Ag=
|' 1

T lj:-

£
o

y
199

rq IZI"'

|

125 800 830
{38505, 104 )

i1 LS4 ER

o7 17d

[ 1,285 GEA)
LR

0, 5 @i
5523271

12 S h

13,564 154
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f ellandz Smartes PIF Funcl
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Midlards Smarer PIE Fund
Motes to the Financial Statements

For lesx yoar pndesd 51 Ma-ck 2024

1. REFORE 1 ING ERTITY

M Al s Sl P Toml o Foreet o aogees s inenslenant fund wach wss fzomes an Ciclaber 12004 onei
cornrenced coeration on Movsrroes 1, 20040 1 ncs paratad on Beee Ssakal onds thie Lrastes Comnpsneg A
TAET -t dormecerd in New Zealarsl The poneipa place of busmmess = 12111 A5rarmu Rcaa Jedn Hastings  Widlarcs
Srnarer Fle Fand was preace sy kncwn 2s M s lands Inceens Fanrl Toe eams chamgs was ettechee o i spnl 2024

The Funed iz dasgak o b porgoses of Fae Finangial Mar<azs Condocl &c1 2013 The Francial slatzswsnils haea hoon
prepzred raccordance aith the requ cerents o ks Faancial sankels ool A 2055

The FinAngial Salemenls of e Faeel gy z0evdivedual sriity. have been praparad By hiidla=3= Fund Maasgeneenl
Lipmdad it he MEI’!EQET"I an behal® &f kie Suaory goc '. Inigiees Execolars | |I'|'|||-.-'!-:":_: i anclanee sl he B randia
Blaracly Concdust Al 2015 tho Trestee Songaanies Aol 067 and Ihs previsions e the Trusl O=ed

Tl pncapd ackbaly sl g Foand g W facnkre Solesipee mvesiment seouned o oeniskeosd best oz gs seds Kl

2. BASIS OF PREPARATION

Sttt af Corfpalaraze
Thesse Prancial stalzrnents haye heen prasared ik accordance wizh generally accepled accou=ling prachze in Mo
Jedland kL GASET T They camnply il bk Sealann] Foarsalenls e Ietermanm: Frdansial Repoming Standards
MRE IFRS and olhe appacakls appicable Fina-2ial Reoorting Slanda~d= =5 approoriats for t=r 1 praditcr =nled
enhiies & Inesnabaaal Financia Reontimg Sedsnds OCIFRS

Measurament Baels
These ingnc & slazements have been oreparsd u1css the lstoncal sesl conesnhen, anlesa moc e by bhe

realoalion of serigin @ssols and lighilties as Wenuliac in speofic accounlisg po Cies below.

Prasentation Baals
Asests aq:d abill =35 are aressznled v e Sacsn snl al Fraosal Fos dinn o ey coden ks ag excemicn af

Alvamczs oo darlgages, 510 as5als and liabilities ars corrent,

Funatienal and Prosenlalinn Currgnegy
“he tingngial slatgmenls a5 prosentzd in Mew Zeasland dallars which s he foncfiona currercy of the Fond Al
va'ues are rxanded o 1he nearest callar, ua £53 allerns s slalas

Critical Aczownting Ectinetes and Judgeiments
The prasaralan o e [aanc-al glalznenls requnes e ose 0f rranag seenl estmiles oo Judgen-aals that atfeor
reportcd araounls snd the applicabion = pehcias. The =stimatss and undarlyng assumptions are tssed on higlarical
SEPEEnne ard vannns e Fasiurss 1har Ao asievdsd 1o Bs paan e

Accounting ool =5 eyl Sshecialss sl podgsrorns soaogegl e scanilaans aeoger oe iy celales i e cslerninaton
ol mzairrmont przvisions (re‘ar nota & & ¥1 the prabability of recovery of deferrec tas assels irefer noe b ard
wehiether e are maaler @ lonzer it abool ther getity’s bl 1 conlinge s aamy concasm (e haeioan)

Going Goncern
Tre linarcial slaternenls are proparsd cnoa gomy condsn bans and the Manager has made sagrifizasl judgerments
in the ppphcadion of e gaing concorn assu-idion (2 the Furd This el ges undordaking clasc o3y mgsiaring ot
investor deposts and wathdrawals sty ereeaslng the fulore bgudiy needs o e fand based on expeclsd or
hig Ieerig ingesior and onding azzivily. keping a closa watch cor raleyan: cconcmic faclors sicn 55 commentary For
ma M2 Regaive Bank and proeachegly aseesard whelher aeleimal @eanta haee M 2a20ed ke und e dalsy afer
hia Fazh

-

Whddbareds Sisndar e PIS 6z
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Midlands Smarter PIE [Fund
MNotes o the Financial Slalemsnts

Far ne y=ar & q:ded 30 March 2024

Changez In Materlal Accourndny Pollces

ME NG - Presentalie ol Finaacal Slalereris: Classifcation of hatihties 33 auvenl of non-currsnlis apphciahlo
fer annusi perinds E=gimning one- atzr 1 lanuary 2723 ard has tharefarz Bezn apsled fi e g pndac 31 Karch
924 e lae Fumd Thes Aenaea@ae! sbacha s Feoasogemenl bor the sesonlahan al bakkidies nche salenar of
finaroial pesibon as —av=nlar nan-currand. For he yaar enced 21 Msecn 20540 the Funa's non-cureg el Lahill &5 are

Thers has tean no alher changes 1o accaunting policizs inthe 2024 nancisl yesr
Ll grthar palicies bhawg been applined oncsages eonseeenlly Soong e game and walb & prar sear

Financial reporting standanrds Isswed But Mot Vet Bl
nolay 2024, 1he XEEadrocecad B2 IFRS 14 Preseaialon ard Dieclosuss in Fiesnza Salsmenls (M2 IFHS 1d)
pedfetiee lrn A veparhing pencads Deges g an o 3l | anears 2020 Th s standaid replaces B2 &2 1
*resaatinn of F aancial Statemenis M2 A5 i end prmss o mircd ces 8 ashned sirasture fa thie stalesissl of
comprehe- e nopre, dsclosue al mannpsreal-dehned e orrance cigaiesss (@ susael af no-0AAR
MEaswmesr n-a @ngle nale oaglher walil recanciliatian reguiraments. The Fund ras not aarly adopdoed by sgamling
and iz yel be 858055 s impacls

3. RELATED PARTY THANSACTIONS

The relatzd saries ane

- T-u=iaes Executzss Limilad freladad by v ol saveag edlneace aven B Cuedd o ls ol 3 Supsw 3 % orosetde
Fasry &0¢ dapiices 10 e Fund

- Mid'and=s Funds #ans5=menl Lirm fed (related by wnioe of g sizofzasl iof geoes ceeen Ps =ond nols iale as

Mt sianges ) by Pt ANAGENENT Zeraces [ the Fosd acd the Direchse and s&ntor maragamen: S B s ey
Funds Wanagsmanl Lirnilea ana ke r close Tamily membrrs.

- liclards P Wohiglsale Funil 5 8 -elaled parly By vitkae o Bidlar s Fonds W anagenen Lirclad baimg Lhe
rmanag=r al e Widiands (ncera Ylelssals Fund and hayving a significa - inflacncs g dcdliznds ogome Wholesale
Fumd Bedlencls Inconpe vicalesale Foodd indgsls eghe Fune g dedobohor g aers pans 15 idianss ecome »holesale
Fand e e Fund - T-3-saztons dunsathe pencd in regard 1o paries dizgcily rolatzd to she Fund wern

Tranzactions with related parics- 024 2023
Fupriviss Foos To Truslesy Faognkmes Ll 4 IG5 6514 5 175,071
fanageier| Faes [e i ands Funds fanaasnr2nl Linisd £ 004Gt 5 1 L4R E57
Carnputsr 52ryce Fees 1o M alsnds Funds Maasgemenl Lirmiled ) LLER %A 5 8,00
Cosinbztign s ogid 10 Midlareds oprne W Helesals Foml 5o 1S2 30 5 BET a4
W anagamen faa rataln paid 1o Midla =< Feore Vb otesa s Fuml ham S 113058 & AT.56
I <lliands Fords Managzmanl Linal=d
I8 dlands Funds Ke: agerenl Limdes Lireclors & Oficers 187 53z (2558 7ER
naot frithdrawalsiryesiments of ur thalders' fands LIl Unizs
[ dinds Suncs :‘.1.EII'.B-QI:'I'I'|{"I'|| | ivalgel Pzl 5 & 2z s
nek MaalhAravealanvesimente of undhalds e’ funds ¥ (Rl 552 A& A0 067
Miclznds Incar e W-okesa o Fumnd's ne TLrRTIz R A
Cwathdrawal 2imeesinenls af unilkalders funos Limis ks
ki, preds Inpome Wikcier sz e Fannd's ret $ 7000 o4 5 6.222.071

renihdrawals)inesatments of unilraldars” funds

wellares Sresnien FiL eod 2 EJ
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Fidlands Smarter PIE Fund
MNotas to the Finansal Statements

rothe vear endec 31 March z02a

Balancos of relalod parties 25 a5 T Marche 7024 Hzs
Midlands Funcs Managemien Lirrded Cireclors' § iy 7234 Bag 2,332,530+
Ir sk s ol coallgkdss Sl s Lhnls
Balarzes swed 1e M dands Funds Managoemenl Lirmilgd 5 1&2 AT I EL )
tiiclands lncorie YWholssals Fund messt~2ntin ihe Fund 22 086 €435 14463 024
Lin.ss L'nils
Foah0.2a0 3 -

hweslnent ficn Midlanda Fond Managemenl Limn't=d

Felated cany meeslnienss ane balarees @ oo csemal connesica e The Balannss are unsecared and he Fungl
Fias e gua 2nless 1o relare:d paches. Managemen: ‘ees 3¢ payable on derand and 13 -sgeinenl qed

SuEsry 3o [e=s ale oepacked 10 b psct wile i oeg roge e al eing ivssaced Ths manas 2inésnl l<= chargs danng ha
prengad wias 1 TRMO2023 1 T8%) per annurm 2f urdhcldsa faads at e pesva ling woil price. The Wanage: 5 colthal b
on-cha-ze certain Icar managerrsnt costs at its disc-oben bus Zoes not on charge all albweesli: cesls [he Soosrser
Fen chargr dueng e peoudd weas 01455 2023, D4d45) caleulated davy 2n e pas:s of the valus ot tha Eend Foon day
I day 302 pad Saardeny in arresrs during the year Invesiments ara ~sdeamakle wihin 80 dups sl nooheaton of
wiihdrsaal

Bz arida S a2 FIE F and 1n EJ
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phidlands Smarer PIE Fund
Matez to the Financial Statements
Forihe y2a erosd & Maich 2024

4. REYEMLUE

et indime S eosgnigedd oo hee prepesedion bas, s ug-cg he eflectee mtenesl rmeho.

| F | 2023
5 i
hrrer=sl Hevsque - Aavarces oo Korgages LLCHE CFT A453 71
litrerssl Heweue - Hailh Leposss el RN | S B E o
B0 287 d 40 23
L. EMPENSES
O pxpEnses e repogeised ineaarin g kxes onoan i@ Basis
Adrlnlzirallve Expernses 2024 2mza
! i
ASCOL A0y Fee 15 140 HATA
Sranpulen Sord op R 1A Laa 16530
Finanse Exfenses 2 i 1749
Zeifell & Pl s al . HESY
e adnnEl 3, ve BEspentes 514 11,573
Total &dministrativc Expensas na sy Ll 1
Audi] & Assurance Fises bl PR M
£ 2
audil of Firzngin® Sameeresrs PesesealorleaaseCozors Mew Zanbaed d4 000 -
Aol ol inznza Slate ve s - Lrowo Yes 225 219 5ol Madaership FUTR T R TAR
wlhar aasurancs Serages - Bopsas Conplinnee: 220 2000
111,668 G T4E
e
Coeslailize ceros gz sursaess (Toplhs D edige | ) A EdS IR
Fotal Audl & Assurance Feee s 137013 EETHES)

6. ADVANZES OH MORTGAGE

Fimprncinl Agscts

{i) G lasslcanion

I he Furs clagsifes ils Loancal as=ets a5 erorbsed osel Sash and Sash Eguivalenls, Soaarl Tenn Mank Dapealy and
Advances on Motgage bsted in the Fund's stacmenl 2l inangial pog e e loessilied oncfrancin ngses al 2nsdized 2ost
The classifizalicr s hased en fhe Sweas besinesy mendel Mo marsiging e linansal assels and cslecling bt sant-aciual
caflvlvws Ranageernml e nenes rae slassication al inlial veczgnihan and ss-evaluatss tis designal en =1 every repoding
dars The delenminahon & canssesned an Fe serhaho levsl as s rsliects ths way ihe bus ress s manancd. Inlonridicn
conaldered includes 1he Fund's sLEEgy onoaarmiig consraciual rieraslmncars, she sy inoedich he Fued eaiises hes cash
“iys @nd 114 lragquensy, wolumc and iming of salcs of [nanc al 2Esers in poviang e

(hiy Initial Recognltlen and Derecognibon

Fraancial @ssels g indial measared a7 cesl dus anmeios riarsaztons cosla. A inandal as=et iz rRcogn scd only when the
Funnd Lecomes a pay 1otk cantraclaal provis.sns of 1ma inanc-al asset Purcnases and seks of Fnanc al pugely s
recognis=d on 2edlemenl 2ate - “or Advancas on M orgagos this is - dade Latil iy adws-crd or repaic

Fanci?l aksels 3% ceeregnissd when e ngines 1o recsive G0 ilxws Inor the assels have axorad or ~ave boon
Iranslered and the Fund has sransfesed subslanusily all 1re contraciual righls b recews sho cask o of e fioangial asgel
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Midland= Gmarter PIE Fund
MHotzg te the Financal Slatements

For thz e eroed 30 Rlaech 20z2<

(il Subsagquen! Misisortmant
F ~a1cisl BESE1S =1 amenisea cosl are 1en-dervalys inancial 255245 wilh lixed or eotermoiasie gapnwats sl e roquatsd
in an scb«e markat, “how griza when o= Fund prosides wooney deccely weoaodebla sally oo ienlioe ol selling 172 r2Celvatls.

Subzequenl 10 nubal ecsgribcn ihey are slaled £ amot-sed eoal using e #P'ectvs inlarest rale methos sy or aamdlaked
IMparnienl 5355

Analyzed of Advances on Momgage (gross pinepal balances)

Conealil vk bezzonnees corneenliatend wliee i noertzn o8 el 208 s engadsd i Loy 30 22ehhes have 4nlat erenomin
shiwaele ahzg or have saw Z0attwhes sl he sam2 nss3-ache reqsa — eerefire, Ihey may Reosimizasy afe s Dy
Changes of eCC1arnG of alher c2edibz>s, In2 Fand 7wz tars ks Zredil cardolD B negraga sk soneenlar e 12l 2nce
the cotola oo ke FBZoing bas 5, The Fand 3150 appecs Sing i sashor s conasicigan U iraly oope el dgaral pnsiizpiably
12738 E=pOsUNEE [0 CNC 3 '!'_I'G LS

2024 2123
livy aocurity Propserty Classilicatipn L] £
Hesidenl ai I IRG nt TEGD4Y4Y
LTI P H] ey R FlaxT N3
sl o Dl R iz 551,650
Tokal 1E T EiA Wl Bl T02
v Gacpraphic Regnn
Sapcaland L pog Jiy Sa WG R1T
day =l Plealy 15 560 543 Sep A2l
vena's May TEREE R chd C2 AR TR
WvEiala 1q <52 31 225 Ul
Ui [ L 2427850
LAALE " H.505, -Go 2,804 uu
W s 88020 LT TR
Mol and SN 2044 B4
Taranak L EAE FA5 1,250 BT
Mianneati Oebiang s s 1. 105,411 s I
Soulb'and 1,024 910 A2 eair
Coisla g 2037 3TETT9
Total TTTHGE, 105,304 e IG5 725
Twth M atridy
The sple 2 AQUSMCES S W STOSGES BebuzE n currenl and ror-cu s i drhel s b
Anzd X023
L] 5
CUrrE T EEARZ RS Taolnsld
Ko Lnnse- 17 M BaR R LA N
Total 15 {55 T R A
{wii) Reconciliation of Groes Advances to Ganrying wale
cien Pringzal T 10 S g G40 TA2
Auziraed ceraal £ 245 32 HEY
cvmacled cracn lose (ot Dis (L NES M
Tatal S L EE 2 A8 Sl

Credit Qualiey

(i) Consentration
Fevehung puodicy prsindits b s 9 e doals, enbes o relaled gooups = ercass 1 0% o criholzcrs furse Towrs e

=y

weprsnrd oo g gingle ceanlapady sl 1337 onacepsl valucs §oove Tk £ theeshald Marck 2022 Mane |
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Midlards Smartar FIE Fund
Maotes to the Financial Siatements

For e year ended 21 Marcr ZE34

lix) Loan to Soourity il

& afvantes are £5sursd oy el iEgesleres rorgage al e -cplion of 1vg B agessedanes e e anding pal 2y
satufzd nonale s Wsompractizahle b2 previde a curgnl wal gk ger ol e cecateal sefunly hzld agarmsl he loans -~ =il
malancas hacdaae ez ivlaneal anos neneel gnly ppzates al e oms ol inaa rerssa Gshice 18 azterallyLpn 15 el
iy Peezanges G e rar el e ol=nnal eolaliheg ol he s=conly cahies &lhmekacs sra daltn he ks prosccaalen cun
SIPC & ke al e coenr nas o Seeanly w3los rat, nci—odng wlers nesy wdoadb o 5 lges Lz ungerlith=n, 1n Az
[[F]] A

41 harch z0zd

Aisidantial LYR = T54 LVR & TE% Taial
Samimeclal L'YR =66 1% LYR = GE.7%
Aural LYR =2 605 LVR = EQ%
t 3 £
SEsiderdial COSERL AT LEd ng CG1 217 AL
e il G dE N2 TSR T h AU ESL AE
S g b I LY e - 1408 v
T ASA 1045 Fiaa NG “0= R
11 Marrh 214127
Rezileni-al LYR = T8% LWiet = o3 Total
Commarial LVR = G6.7% LVE » BE.T %
R utal LYR = G0% LR = 1%
3 5 ¥
Pl ol D o - R
GO e’ T ELE - 2ad2? il
Rl [HIRCER 19,631 524
fAe E5 750 - Ud AGo 7D
[sp Lt hapaainment &ging Analyais
A8 at 31 March 2029 T | Peslgenmal | f.:c-m:'lﬁiqr_g:ia-l Rural  Total
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Independent auditor’s report
To the unitholders of Midlands Smarter PIE Fund (the Fund), previously known as Midlands Income Fund

Our opinion

In our opinion, the accompanying financial statements of the Fund present fairly, in all material respects, the
financial position of the Fund as at 31 March 2024, its financial performance and its cash flows for the year
then ended in accordance with New Zealand Equivalents to International Financial Reporting Standards (NZ
IFRS) and International Financial Reporting Standards Accounting Standards (IFRS Accounting Standards).

What we have audited
The Fund's financial statements comprise:
e the statement of financial position as at 31 March 2024;
e the statement of comprehensive income for the year then ended;
e the statement of changes in equity for the year then ended;
e the statement of cash flows for the year then ended; and

e the notes to the financial statements, comprising material accounting policy information and other
explanatory information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs (NZ))
and International Standards on Auditing (ISAs). Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Fund in accordance with Professional and Ethical Standard 1 International Code
of Ethics for Assurance Practitioners (including International Independence Standards) (New Zealand) (PES
1) issued by the New Zealand Auditing and Assurance Standards Board and the International Code of
Ethics for Professional Accountants (including International Independence Standards) issued by the
International Ethics Standards Board for Accountants (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

We are the auditor of the Midlands Funds Management Limited, the Manager. We have provided the
following services to the Manager: agreed upon procedures on the net tangible assets calculation. We have
provided services to the Fund through unitholder register compliance assurance and supervisor reporting.
These services have not impaired our independence as auditor of the Fund.

Responsibilities of the Manager for the financial statements

The Manager, is responsible, on behalf of the Fund for the preparation and fair presentation of the financial
statements in accordance with NZ IFRS and IFRS Accounting Standards, and for such internal control as
the Manager determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Manager is responsible for assessing the Fund's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the Manager either intends to liquidate the Fund or to cease operations,
or has no realistic alternative but to do so.

PricewaterhouseCoopers, PwC Centre, 6 Albion St, PO Box 645, Napier, 4110, New Zealand
T: +64 6 835 6144, pwc.co.nz
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Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current year. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Description of the key audit matter
Provision for impairment on loans

Advances on Mortgages were $105.2m (2023:
$94.9m) which is after a provision for impairment
of $905k (2023: $592k). As disclosed in note 6 to
the financial statements, Advances on
Mortgages represent the Fund’s core activity and
is a significant asset.

The Fund may be exposed to credit losses from
loans which become overdue, or are in default,
and result in an impairment provision for
expected credit losses (ECL). Determining an
appropriate ECL provision is an area of
significant management estimation and
judgement.

ECL are probability weighted estimates of cash
shortfalls expected to result from defaults over
the relevant timeframe of the asset. The
standard (NZ IFRS 9) requires the Fund to
determine the provision for ECL by evaluating a
range of possible outcomes and taking into
account the time value of money, past events,
current conditions, and forecasts of future
economic conditions.

The Fund calculates the provision for ECL at
each reporting date to assess the level of
expected credit loss. Management determines
an individual impairment allowance provision,
and for those loans not specifically provided for,
a collective impairment allowance.

In determining the individual impairment
allowance, management estimates the potential
impairment based on trigger events of each loan,
including the length of time a loan has been in
arrears and the value and nature of security held.

How our audit addressed the key audit matter
Our audit procedures included the following:

e We obtained an understanding of the
lending process and particularly the
process for assessing the recoverability
of advances on loans and the
calculation of the provision for
impairment. This included evaluating
the design effectiveness of relevant
controls for the impairment calculation
and provision of advances on loans,
and confirming that they had been
implemented.

e For a sample of new loans, we
reviewed the loan agreement, security
documentation provided (including
assessing the valuation of the security),
and other available information used to
record the new loan into the system,
including that the new loan input had
been reviewed for accuracy and
validity, and approved.

e We obtained a sample of
management’s monthly reviews of the
loan book and associated impairment
allowances to confirm appropriate
review of the loan book and exposures
has been undertaken by management
throughout the year.

In addition to the substantive and controls
testing above, we have performed the following
audit procedures:

e Tested the ECL model for mathematical
accuracy.

e Assessed management’s assumptions
about the expected recoveries to test
the basis of measuring individually
assessed and collective provisions.

PwC
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Description of the key audit matter How our audit addressed the key audit matter

The collective impairment allowance is based on
a calculation of expected credit loss which is
based on a three stage approach. The ECL is
calculated in stages depending on the level of
credit deterioration. Management has adopted
the rebuttable presumption that the credit risk
has increased significantly since initial
recognition (ie. Stage 2) when contractual
payments are 30 days past due.

If contractual payments are more than 90 days
overdue or in default this is Stage 3. Where there
is no additional credit risk this is Stage 1.

At each stage an ECL is calculated which is
based on a range of assumptions. The
assumptions that we focused our audit on
include those with greater levels of management
judgement and for which variations have the
most significant impact on the provision for ECL.
Specifically these included the model inputs for
the probability of default (PD) and loss given
default (LGD) parameters, the forward-looking
adjustment to the PD parameters, the
macroeconomic scenarios used, and whether or
not any model adjustments are required to the
modelled output.

We consider this a key audit matter due to the
judgement involved regarding the recoverability
of advances on loans, the related provision for
impairment, and the significance of the advance
on loans balance. Refer to notes 6 and 7 of the
financial statements which explain the critical
accounting estimates and judgements in
determining the ECL provision for advances on
loans.

Assessed the appropriateness of
methodologies and their application in
the related model against the
requirements of NZ IFRS 9.

Assessed management’s application of
stages 1 to 3 in the model to ensure
they are appropriate.

For a sample of commercial, residential
and rural loans, we've assessed the
reasonableness of the stage assigned
considering any significant increases in
credit risks.

Tested the completeness and accuracy
of critical data elements used in the
calculation of the model.

Assessed the benchmarks used to
support the provision, including the
assumptions applied for PDs and
LGDs.

Used sensitivity analysis to assess the
appropriateness of certain
forward-looking information
incorporated into the model, including
the macroeconomic scenarios
developed, underlying forecasts and
probability weightings applied against
current market conditions, and other
available evidence.

Considered whether there were any
events occurring subsequent to the
balance date that impact on the
provision for ECL.

We also assessed the reasonableness
of the financial statement disclosures
against the requirements of NZ IFRS 9.

Our audit approach

Overview

Materiality

Our materiality for the Fund is $820,000, which represents

approximately 0.75% of net assets for the Fund.

We chose net assets as the benchmark because, in our view, the
objective of the Fund is to provide unitholders with a total return on
the Fund's net assets, taking into account both capital and income

returns.

PwC
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Key audit matters As reported above, we have one key audit matter, being provision for
impairment on loans.

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the financial statements. In particular, we considered where management made
subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our audits,
we also addressed the risk of management override of internal controls, including among other
matters, consideration of whether there was evidence of bias that represented a risk of material
misstatement due to fraud.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance about whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall materiality for the financial statements of the Fund as a whole as set out above.
These, together with qualitative considerations, helped us to determine the scope of our audit, the
nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both
individually and in aggregate, on the financial statements of the Fund as a whole.

How we tailored our audit scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion
on the financial statements of the Fund as a whole, taking into account the structure of the Fund, the
Fund's investments and the accounting and registry processes and controls.

The Manager is responsible for the governance and control activities of the Fund.

In completing our audit, we performed relevant audit procedures over the control environment of and
the Manager to support our audit conclusions.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements, as a whole, are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISAs (NZ) and ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the External
Reporting Board’s website at:

https://www.xrb.govt.nz/assurance-standards/auditors-responsibilities/audit-report-2/
This description forms part of our auditor’s report.

PwC
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Who we report to

This report is made solely to the Fund's unitholders, as a body. Our audit work has been undertaken so that
we might state those matters which 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 Fund's unitholders, as a body, for our audit work, for this report or for the opinions we have formed.

The engagement partner on the audit resulting in this independent auditor’s report is Maxwell John Dixon.

For and on behalf of:

Deeryalohonsrloopens

Chartered Accountants Napier

23 July 2024
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