REPORT TO: Percy Thomson Trust Trustees

FROM: Bruce Ellis, Trustee, Percy Thomson Trust
DATE: 13 December 2024
SUBJECT: Investment Report

Introduction

There has been little change or information on our investments since the November meeting. For this
report:

1. | have re-presented in the Appendix the investment detail presented at the November meeting and
updated information in the right hand column where this is available.

2. Attached is the update from Silverfin on the current position with the Cameron Road property.

3. Attached is the December share sale schedule received from Maat Consulting.

At the meeting | will table the investment portfolio with updated investment returns received on these.
For consideration at the meeting:

1. Confirm recommendation to hold investments until review in February.
Consider inviting Neil Tuffin or Mark Hughson, Directors of Maat Consulting, to attend either the
January or February meeting to discuss the performance of the investments they manage.

3. Consider inviting Mark Butterworth of Craigs Investment Partners to the February meeting to
discuss the management of our investment portfolio.
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306 Cameron Road
From: Silverfin Info <info@silverfin.nz>
Sent: Thursday, 12 December 2024 11:18 AM
Subject: 306 Cameron Road - Re-Financing and Leasing Update
Attachments: 241127 - 306 Cameron Road Marketing Document, Unispace.pdf; 241122 EOI.pdf
Good morning
A quick update on progress with re-financing and leasing:
1). Re-financing

- The subordinated loan for $3.0 M is now in place with 20 individual lenders (all investors in the scheme).
- The term is a maximum of 30 months, and the interest rate is 9.0% pa. The subordinated loan has been
used to pay down the senior debt with CCB to $14.95 M (as at January 2025).

- The CCB debt will now reflect a Loan to Value Ratio (LVR) of 41.5%, which CCB are more comfortable
with.

- Based on the reduced LVR, CCB has conditionally agreed to provide a 12-month loan extension from
01/02/2025 to 31/01/2026. The CCB Expression of Interest (EQI) is attached.

- You will see that there are a number of Conditions Precedent in the EOI, including an updated valuation.
We have instructed JLL and expect an updated valuation this side of Christmas. | am hoping that the value
holds at the March 2024 level of $36 M, as any deterioration is likely to cause issues with CCB.

- You will also see that there is a condition that we make progress with the leasing program by 30 June
2025.

If no progress has been made by then, CCB will be expecting us to commence marketing the property for
sale ahead of the 31/01/2026 loan expiry date.

- The interest rate associated with the new loan is BKBM + 4.5%. BKBM is currently 4.40% meaning the ‘all
in

rate’ is 8.9%. Note that BKBM will likely reduce over the next 12-month period.

- The CCB terms for the 12-month loan are difficult. However, the 12 months buys us time to make
progress

with leasing - and once we have locked in IRD for a further term (see below), we can circle back to other
banks that were considering providing terms.

2). Leasing — Existing Tenants:

- During last month we held Zoom calls with the property representatives for Kainga Ora and IRD (both
based in Wellington).

- Kainga Ora (KO) lease expires 9/10/2025. KO confirmed their intention to remain in the building over the
longer term. The size of their current space of ~350 sqm is about right (note that ~150 sqm is sub-leased
from IRD), however they would like to see whether their occupancy could be consolidated into a single
area on the ground floor.

- IRD lease expires 13/02/2026. IRD also confirmed their intention to remain over the longer term. However,
IRD has changed their tune somewhat from when we first spoke to them. Whilst, IRD initially stated that
they were happy to renew their existing area of 3,118 sqm, they are now undertaking a space planning
exercise to better understand size requirements and may look to reduce in area. IRD expect to complete
the space planning early in the new year whereupon they will be in a position to confirm their renewal.

- We asked the representatives of both Kainga Ora and IRD to ensure the Central Government property
team is aware of 306 Cameron Road. They committed to do so and we will follow this up in due course.

- Tauranga City Council (TCC) occupy 4,483 sgm on a lease that expires 13/02/2025. TCC had verbally
confirmed an extension to 31/05/2025, however this had never been formally documented. We have
prepared a Deed of Extension which has been executed by TCC and we are waiting on the document’s
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return.

- We instructed a quantity surveyor from CBRE to prepare a ‘make good’ assessment of the TCC space.
CBRE assess that TCC’s make good obligation under their lease is $483 K (excluding contingency). This
report has been provided to TCC, who are considering the report. TCC'’s initial feedback is that the report is
reasonable, however the cost assessments are too high. They have committed to provide a formal
response prior to the Christmas break. The intention is that there will be a cash settlement for the make
good.

3). Leasing — New Tenant:

- Unispace has completed space planning work and prepared a leasing pack, which we have provided to
leasing agents Colliers, Bayleys and Raine and Horne (see attached). The leasing pack has split up the top
floor (level 4) into three separate tenancies of between 230 to 426 sqm.

- This has already elicited interest in ‘tenancy 3’ on level 4 from a potential tenant called TSA Riley for 150
sgm. We met with TSA Riley yesterday to discuss terms and they seem keen to proceed with a new lease
commencing in June next year.

- The majority of tenants in the Tauranga market are small to medium businesses. Progress with TSA Riley
suggests that we are likely to have more leasing success in the ‘under 500 sqm’ segment of the market
than the ‘over 500 sgm’ segment.

- We are meeting today with the National Director of leasing for CBRE who has a number of Government
instructions. We will enlist CBRE to help identify larger potential occupiers.

I hope you all have a great Christmas break and further updates will be provided in the New Year.
Regards

MILES BROWN CHIEF EXECUTIVE OFFICER

mobile +64 21 887 274

email miles@silverfin.nz

address Level 12, AlG Building, 41 Shortland St, Auckland 1010

address PO Box 105527, Auckland 1143

web silverfin.nz



SHARE SALES
From: Maat Group <info@maat.co.nz>
Sent: Thursday, 5 December 2024 6:22 PM
To: Percy Thomson Trust
Subject: CORRECTION: Share Sales - December 2024
Sent on behalf of Jodi Tuffin, Investor Relations Manager
5 December 2024
Dear Investor.
Please find below detail of the share sales for December 2024.
This month we have the following share parcels for sale:
NB. All of the share parcels in these investments below were originally purchased for $50,000 at the time of
acquisition-

» The Hub Properties Limited — 3 share parcels — starting price of $45,000 per share parcel

» Fred Thomas Property Investment Limited — 7 share parcels — all offers to be considered

» 650 Great South Road Limited — multiple share parcels available — all offers to be considered

« 210 Khyber Pass Investments Limited — 6 share parcels — from $55,000 per share parcel or near offer
« Osterley Way Investments Limited — 6 share parcels — from $40,000 per share parcel or near offer

« Cashel Property Investment Limited — 5 share parcels — from $35,000 per share parcel

NB. The share parcels below in this investment were originally purchased for $25,000 at the time of
acquisition-

* Phoenix Drive Property Investments Limited — 4 share parcels - $44,000 each

The share parcels for purchase are in an existing equity investment:

The Hub Properties Limited, established in 2013, is situated at State Highway 30, Whakatane. It is an open
mall
containing high profile tenants such as Harvey Norman, Rebel Sports and Briscoes.

Fred Thomas Property Investment Limited, established in 2017, is at 2-4 Fred Thomas Drive, Takapuna,
Auckland. This large complex has a mix of office and medical tenants.

650 Great South Road Limited, established in June 2016, is at 650 Great South Road, Manukau. It is a 3-
storey
office-tenanted building.

210 Khyber Pass Investments Limited, established in 2013, is situated at 210 Khyber Pass Road, Grafton,
Auckland. It is an office-tenanted building across 5 levels.

Osterley Way Investments Limited, established in 2015, is situated at 5 Osterley Way, Manukau, Auckland.
Itis

an 8 storey, unique building housing IRD as its main tenant, with One NZ also occupying a small area on
the top

floor.



Cashel Property Investment Limited, established in 2020, is situated at 60 and 38 Cashel Street,
Christchurch. A new building, built to the highest of building standards for office space. Tenanted by major
tenants such as PwC and Crombie Lockwood (among others)

Phoenix Drive Property Investments Limited, established in 2012, is situated in Phoenix Drive, Whakatane.
The

single tenant is Bunnings Whakatane.

If any of these share parcel sales appeal to you, please contact the office at info@maat.co.nz or call (09)
414 6078 to discuss this further and receive further information, i.e. annual reports; financial statements;
quarterly reports.

Please be advised that the share parcel sales are not “first in, first served” basis. Should multiple investors
be

interested in one share parcel at a particular price (unless there are multiple share parcels available in that
investment), a multi-offer will be given to those investors and further explanation given.

Offers must be in by Friday 20 December 2024 at 12pm. Funds for purchase need to be available on
Monday 30

December 2024.

If you have any questions on the sale process, please contact me.

Kind regards,

Jodi Tuffin

Investor Relations Manager
Maat Group

(09) 414 6078



APPENDIX — INVESTMENT SCHEDULE AND DETAIL

Context

The Trust in the term of Roger Hignett as Chairperson of the Trust decided to invest in these property
syndicates with a view to increasing the income and capital returns of the overall investment funds.

The particular features of these investments:

- The syndicates bring together investors for the purchase of significant commercial property;

- Each syndicate may consist of one property only or be a combination of properties;

- In the assessment of each syndicate/property important elements are the quality of the respective
buildings; the quality and security of the tenancies within each property; and the quality and
experience of the managers of the respective properties;

- The investment returns of the properties are affected by the level of interest rates in the economy
affecting alternative investment streams for investors, and the cost of borrowings for the syndicates;

- There is a lack of ready liquidity in the investments ranging from the overall property market should
a decision be made to sell a building, to the availability of secondary market purchasers of individual
investor’s holdings.

Investment Funds

The investment portfolio is:

Category Book Value @ 30/6/24 | Book Value @ 31/10/24
Bank Balances 92,000 25,583
Trading Bank Term Deposits 250,000 250,000

Commercial Property through
Proportionate Ownership
Schemes and Property Investment
Funds 397,000 397,000

Total $739,000 $672,583

Parameters affecting total portfolio

As Reported October 2024 Update 20 November and 13 December
2024

Movement The reduction in funds has been to No update
continue the operations of the Trust,
and in particular the Gallery, at an
unchanged level requiring a call on
reserves to offset reduced income.
This situation is expected to persist
whilst the overall future of the Trust is
determined in discussions between
the Trustees and the Stratford District
Council.




Overall The performance of these See under “Interest Rates”
Performance investments has been affected by the
overall conditions of the economy
and, in particular, the level of interest
rates, some carry over from the
pandemic, and the general
sluggishness of the rental market.

Valuation Values are set with regard to the No update
parameters rental agreements in place and the
capitalisation of the rentals. The
capitalisation rate in turn is affected
by the level of interest rates in the
economy. Over the past few years as
base interest rates have fallen and
then risen the trend of the
capitalisation rate has moved
similarly. When applied to the rental
profile of individual buildings this
means as the capitalisation rate falls
the building value increases and vice
versa when the capitalisation rate

rises.
Interest rate Over the past three years ended 31 Interest rates continue to show signs of
scenario March the Official Cash Rate as set falling .with OCR reductions of 0.5% in each
by the Reserve Bank has risen from of October and November. The next review
0.25% to 5.5% - but reduced to is on 19 February when a further 0.5%
5.25% in August 2024 and now to reduction is a real prospect.

4.75% in October 2024. The flow on
to the rates at which the syndicates These movements continue to underlay the
borrow funds rose from around 3% to | prospects for value of our investments to
around 8.5%. The effect of this increase along with interest returns in the
increase in interest costs has seen coming year.

the necessity to reduce dividends
paid to shareholders to an average of
4.77% for the 2024 year — indications
for the 2025 year following the
increase in the OCR is to see rates
rise closer to the 6% on average.




Recommendation
to Trustees

As previously reported we are
working towards the appropriate time
to liquidate these investments to
reduce our exposure in this market
which tends to be less liquid and
secure than bank securities whilst
providing potential advantages in
earnings rates and as a hedge
against inflation.

The timing for such a change remains
problematic. The effect of rising bank
interest rates has seen the dividends
for these investments reduce and the
capital values reduce as well.
However, the good news is that as
the OCR reduces these adverse
trends are reversed so that the
opportunity for individual
shareholders to sell their holdings
and/or for syndicate managers to look
to sell properties is enhanced.

My view is that we wait for the time
being for these reversing trends to
materialise in returns and values over
the next few months.

November - Continue to hold our position
until reviewed again in the new year to see
the flow on effects of interest rate reductions.

December — No change in position
recommended.




Individual Investment detail

Property held by Financial Report Summary from October 2024 Update 20 November and 13
Investment Fund Summary as ;
at 31/3/24 December 2024 (if any)
Bush Road, Albany, - Property - Tenancy expires 31/5/26 with a 3 No update
Auckland - light valuation - .
industrial $13.35m year ”ght of renewal.
- Netassets- | - The Bank Loan of $2.714 m at
ﬁ1°-79m 31/3/24 had an interest rate of
- et assets 0 e .
per $1 share - 8.44%. The loan facility expires on
5\3-1(31, t 29/5/26.
- Ave alv rate H H H
(yle 31/3i24— | - With f[he increased interest cost,
5.875% the dividend rate was reduced to
- Weighted ave 5% pa (tax paid) from 1/7/23 and is
lease term — .
2.2 years currently forecast to remain at that
- Occupancy level through the 2025 and 2026

rate — 100%

- Loan to value

ratio —
20.33%

financial years.

- Following the discussion at the
AGM, the Director’s have decided
to test the market in the 1st quarter
of the new financial year for this
property with a view to its sale
depending on offers received and a
75% majority of shareholders. This
timing is aimed at the settling down
on interest rate reductions and a
flow through to property valuations.

e [nvestment -
$125,000

e MV @ 31/3/24 -
$312,624

e Cash return Y/E
31/3/24 — 4.70%




ﬁ/lztr?lzllguw:gékland N Pflope_ny - Since balance date the tenancy has | No update
office building aeoom” been extended for 3 years to 14
- Net assets - June 2029. Discussions are
$10.01m underway with the tenant (the IRD)
- Netassets with a view to further medium or
PersLshare= | long term renewals dependant on
- Ave div rate the level of building upgrade to be
(vle 31/3/24 - undertaken. The Directors are to
Wergnedave |  discuss with the IRD and report
lease term — back to shareholders in October.
1.1 years The Bank Loan of $8.763 m at
- gfgupiggz’/ 31/3/24 had an interest rate of
- Loanto vaILOJe 8.49%. The loan facility expires on
ratio — 14/6/25.
46.12% With the increased interest cost,
the dividend rate was reduced from
8.5% pa to 4% pa (tax paid) from
1/7/23, and further to 0% from
1/4/24. The financial forecasts
provide for the dividend rate to be
increased to 5% pa from 1/4/25.
The Directors are having
discussions with a possible
purchaser and expect to report
back on this later in October. My
view is that a sale at this time of the
property market cycle is not that
likely.
e Investment -
$50,000
o MV @ 31/3/24 -
$47,655
e Cash return Y/E
31/3/24 — 5.125%
J\?gﬁnpgﬁfﬁrugav - Pffpe_ﬁy Tenancies expire from April 2026 to | No update
office/ndustia saooom” December 2037 with a range of
complex - Net assets - rights of renewal.
$43.10m The Bank Loan of $16.420 m at
- Net assets

per $1 share -
$2.15

- Ave div rate

(yle 31/3/24 —
8.5%

- Weighted ave

lease term —
4.581 years

- Occupancy

rate — 100%

- Loan to value

ratio —
27.83%

31/3/24 had an interest rate of
7.91%. The loan facility expired on
30/9/24 and has been renewed for
a further two years.

With the increased interest cost,
the dividend rate was reduced from
10% (tax paid) to 8% from 1/7/23,
but restored to 10% from 1/4/24.

e Investment -
$72,000

e MV @ 31/3/24 -
$107,749

e Cash return Y/E
31/3/24 — 5.90%
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Cameron Road,
Tauranga — Office
building and retail

- Property

valuation -
$36.00m

- Net assets -

$17.53m

- Net assets
per $1 share -

$0.77

- Ave div rate

(yle 31/3/24 —
2.0%

- Weighted ave

lease term —
1.3 years

- Occupancy

rate — 100%

- Loan to value

ratio —
53.53%

The major tenant, Tauranga City
Council, accounting for 56.28% of
lettable space, is to vacate it's
space from 31 May 2025. Of
concern is the seemingly lack of
real progress on finding alternative
tenants. The IRD space is expected
to be extended for a further three
years from 14 February 2026.

The Bank Loan of $19.272 m at
31/3/24 had an interest rate of
8.84%. The loan to value ratio at
53.53% was in default of the then
covenant. Since balance date
further principal reductions have
occurred and discussions with the
China Construction Bank are
continuing with a view to having the
loan extended to 25 November
2025.

With the increased interest cost,
the dividend rate was reduced to
4% pa (tax paid) from 1/6/23; 3%
from 1/8/23 and nil% from 1/10/23.
In lieu of dividends 2% pa has been
paid to the bank as a principal
reduction.

Largely as a result of dissatisfaction
with Maat Consulting’s
performance as the Investment
Manager of this property, especially
in relation to the lack of progress on
finding replacement tenants and re-
negotiating bank finance,
shareholders at a Special General
Meeting following the Annual
General Meeting to appoint
Silverfin Capital to replace Maat
Consulting as Manager.

The future of our investment in this
property is dependant on the
refinancing and releasing steps
underway. Given the underlying
quality of the building, the longer
term prospects appear favourable.
This is supported by the movement
now occurring in interest rates
which will bring down the financing
costs, increase the valuation, and
raise the prospects for a sale of the
building.

November - Property
management has now been
taken over by Silverfin who
are working to secure
tenants for the space to
vacated by the Tauranga
City Council from May 2025,
and to raise subordinated
debt of $3 million to reduce
the bank loan and therefore
secure the renewal of the
bank finance for a further 3
years.

The transfer of the property
management appears to
have gone smoothly

December — see separate
report attached.

e Investment -
$50,000

e MV @ 31/3/24 -
$38,350

e Cash return Y/E
31/3/24 — 2.0%
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Centuria NZ Industrial
Fund — light industrial
mainly in Auckland
(Name change from
Augusta Industrial
Fund)

- Property

valuation -
$636.5m

- Net assets -

$357.58m

- Net assets

per $1 share -
$1.43

- Ave div rate

(yle 31/3/24 —
5.25%

- Weighted ave

lease term —
7.0 years

- Occupancy

rate — 98.2%

- Loan to value

ratio — 43.9%

Just to note that this fund consists
of 19 industrial properties, whereas
the other investments are single
properties per investment.

There are a total of 54 tenants with
an average expiry term of 7 years.
The Bank Loans totalling $279.25
m at 31/3/24 are provided by 5
Banks and had weighted average
interest rate of 6.02%. The
weighted average term to maturity
is 3.25 years.

With the increased interest cost,
the dividend rate was reduced to
5% pa (tax paid) from 1/6/23. The
Fund has indicated the rate will
increase to 6% from 1/4/25.

November - No separate
update but refer to the
communication from Centuria
with the meeting papers.

December — No further update

e Investment -
$100,000

e MV @ 31/3/24 -
$142,924

e Cash return Y/E
31/3/24 — 5.25%

Total

e [nvestment -
$397,000

e MV @ 31/3/24 -
$649.302

e Cash return Y/E
31/3/24 — 4.77%

Bruce Ellis
Trustee
13 December 2024.
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