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PROPERTYFINANCE SECURITIES LIMITED 
 

SHORT FORM PROSPECTUS IN RELATION TO A MORATORIUM 
 
INTRODUCTION 

This Short-Form Prospectus (Prospectus) is dated 8 June 2009 and has been prepared by Propertyfinance 
Securities Limited  (the Company) in relation to a proposed further restructuring of existing secured debenture 
stock (Debenture Stock) issued by the Company, and in reliance on Regulation 4 of the Securities Regulations 
1983 (Regulations) and the Securities Act (Short-Form Prospectus) Exemption Notice 2009.  
 
The Debenture Stock has been issued under a Stock Trust Deed dated 14 August 2001 (as varied by Deed of 
Variations dated 6 September 2005 and 18 February 2008) (Trust Deed) between the Company and Covenant 
Trustee Company Limited (Trustee). 
 
Attached to this Prospectus is a Notice of Meeting and Explanatory Memorandum and Investment Statement 
detailing the terms of the Moratorium (Moratorium). 
 
A copy of this Prospectus, duly signed, together with the documents required to be registered by section 41 of 
the Securities Act 1978 (being the Explanatory Memorandum and the report of Northington Partners Limited) and 
the Company’s audited accounts for the year ended 31 March 2008 has been delivered to the District Registrar of 
Companies at Auckland for registration in accordance with the Securities Act 1978.  The date of the statement of 
financial position included in the audited financial statements is 31 March 2008. 
 
This Prospectus contains the Company’s unaudited interim financial statements for the 6 months ended 
30 September 2008. 
 
A copy of the financial statements can be downloaded from the Company’s public file at the Companies Office 
free of charge from website www.companies.govt.nz or may be obtained free of charge from the office of the 
Company, Level 2, 104 Victoria Street, Christchurch. 
 
STATUTORY INFORMATION 

Index to Statutory Information 
As required by Regulations 4(2) and 5(6) the following matters specified in the Second Schedule of Regulations 
are required to be disclosed: 
 
Section Page No. 

Main Terms of the Offer 1 

Guarantors 2 

Issue Expenses 2 

Ranking of Securities 2 

Provisions of Trust Deed and Other Restrictions on Borrowing Group 2, 4-6 

Other Terms of Offer and Securities 2 
 
Capitalised words used in the Prospectus that are not otherwise defined have the meanings given to those terms 
under the Trust Deed. 
 
The information contained in the following sections is required by the Regulations. 
 
Main Terms of Offer 

The issuer is Propertyfinance Securities Limited. Its registered office is at Level 2, 104 Victoria Street 
Christchurch. 
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No new securities are being offered in this Prospectus.  Instead, this Prospectus describes a proposal to 
restructure the Company’s existing Debenture Stock. Details of the restructure are set out in the Explanatory 
Memorandum and Investment Statement which accompanies this Prospectus. 
 
The Debenture Stock is secured by a charge in favour of the Trustee over the assets and undertaking of the 
Company.  
 
The aggregate principal amount of Debenture Stock on issue in the Company at the date of this Prospectus is 
$71,181,559. 
 
No consideration is to be paid or provided by Stockholders in connection with the restructure of existing 
Debenture Stock. 
 
Guarantors 

The following Charging Subsidiaries are guarantors of the Debenture Stock at the date of this offer: 

 PF Takapuna Limited 

 PF Property Holdings Limited 

 Avon Indemnity Company Limited  
 
Issue Expenses 

The estimated issue expenses for preparing this Prospectus are $175,000 (plus GST and disbursements) being 
legal, accounting and financial advisory costs   
 
No commission is payable in connection with the Moratorium. 
 
Ranking of Securities   

The Debenture Stock on issue rank equally among themselves as far as security over the assets of the Company 
is concerned.  
 
This security interest and charge is subject to any prior charge permitted under the Trust Deed and claims given 
priority by legislation. Examples of these kind of preferential claims are claims for liquidator’s costs, taxes and 
certain payments to employees and the remuneration, expenses and charges of the Trustee and any receiver 
appointed by the Trustee.  
 
Other than prior charges not exceeding 7.5% (if passed the Extraordinary Resolution will reduce this to 5%) of 
total tangible assets, the Company is prohibited from giving any charge ranking ahead of, or equally with, the 
first ranking charge given to the Trustee for the benefit of Stockholders under the Stock Trust Deed.  
 
As at the date of this Prospectus, the Company’s Charging Subsidiary Avon Indemnity Company Limited has 
granted a security charge over a cash indemnity fund deposit of $5,004,000 held by The New Zealand Guardian 
Trust Company Limited as part of the Company’s securitisation programme.  This is the only amount which as at 
30 September 2008 is secured by a security which ranks in point of security ahead of the Debenture Stock. 
 
The aggregate principal amount of Debenture Stock ranking equally with all other Debenture Stock as at 
30 September 2008 was $72,786,836.  
 
Provisions of Trust Deed and Other Restrictions on Borrowing Group 

A summary of the provisions of the Trust Deed (including how those provisions are affected as a result of the 
proposed Moratorium), together with the statement required by clause 13(3) of the Second Schedule of the 
Regulations, is set out on the following pages. 
 
Other Terms of Offer and Securities 

All terms of the offer, and all terms of the Debenture Stock being offered, are set out in this Prospectus, other 
than those: 

 implied by law; or 
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 set out in a document that is registered with a public official, is available for public inspection and is 
referred to in this Prospectus. 

 
No Listing Sought 

The Debenture Stock is not currently listed on any stock exchange and it is not intended that any such stock 
exchange listing be sought. 
 
Directors’ Statement 

The Explanatory Memorandum and Investment Statement which accompanies this Prospectus describes how the 
Company is currently in breach of its obligation under the Trust Deed to repay a minimum amount of 
$15,000,000 to Stockholders by 21 December 2008, and how these circumstances arose.  Details of the 
Company’s financial position and the proposed Moratorium to address the Company’s inability to pay its debts 
are set out in the Explanatory Memorandum and Investment Statement. 
 
Accordingly, after due enquiry by the Directors in relation to the period between 30 September 2008 (being the 
date of the latest statement of financial position of the Company contained in this Prospectus) and the date of 
registration of this Prospectus, the Directors are of the opinion that circumstances have arisen that materially 
adversely affect the trading or profitability of the borrowing group or the value of its assets, or the ability of the 
borrowing group to pay its liabilities due within the next twelve months. 
 
 
DATED this 8th day of June 2009. 
 
 
SIGNED by the directors of the Company. 
 
 
 
 
 
 
 
 
     
Darryl Bruce Queen 
Director 
 
 
 
 
 
 
 
 
 
     
Barnaby Innes Sundstrum 
Director 
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SUMMARY OF PROVISIONS OF THE TRUST DEED 

Introduction 

The Company entered into a Stock Trust Deed (Trust Deed) with Covenant Trustee Company Limited (Trustee) 
dated 14 August 2001.  The Trust Deed has been amended by Deeds of Variation of Stock Trust Deed dated 
6 September 2005 and 18 February 2008. 
 
The following is a summary of the main provisions of the Trust Deed.  Stockholders requiring further information 
should refer to the Trust Deed which is available for inspection during normal business hours at the office of the 
Company in Christchurch, at the officers of the Trustee in Auckland and on the Companies Office website, 
www.companies.govt.nz. 
 
Stockholders are entitled to the benefit of, are bound by, and are deemed to have notice of, the provisions of the 
Trust Deed. 
 
The Debenture Stock governed by this Prospectus is issued under and pursuant to the Trust Deed.  The Trustee 
acts as trustee for the Stockholders.  The Trustee does not guarantee payment of interest or repayment of the 
Debenture Stock. 
 
Charging Group 

Covenants are given under the Trust Deed by the Company and any Charging Subsidiary (Charging Group) of 
the Company which becomes a party to the Trust Deed.   
 
The Company has the following Charging Subsidiaries: 

 PF Takapuna Limited 

 PF Property Holdings Limited 

 Avon Indemnity Company Limited  
 
Security/Ranking of Stock 

Under the Trust Deed, all Debenture Stock (which includes Security Stock) is of equal ranking and is secured by 
a charge is (subject to any permitted prior charges) over the assets and undertaking of each Charging Group 
member.  Each charge is a fixed charge over real property and, in respect of the other assets of the Company 
(including loan receivables) creates a security interest as defined in the Personal Property Securities Act 1999. 
 
Other than prior charges not exceeding 7.5% (if passed the Extraordinary Resolution will reduce this to 
5%, excluding any prior charge given by Avon Indemnity Company Limited) of total tangible assets, 
the Company is prohibited from giving any charge ranking ahead of, or equally with, the first ranking charge 
given to the Trustee for the benefit of Stockholders under the Trust Deed. 
 
Financial Restrictions 

The Trust Deed imposes certain limitations on borrowing by the Charging Group as follows: 

 total liabilities (including contingent liabilities) of the Company may not exceed 95% of the Company’s 
total tangible assets (if passed, the Extraordinary Resolution will remove this requirement); 

 the total amount of the prior charges must not exceed 7.5% (if passed the Extraordinary 
Resolution will reduce this to 5%, excluding any prior charge given by Avon Indemnity 
Company Limited) of the total value of the total tangible assets of the Company;   

 at least 80% of the Company’s assets must be financing receivables (i.e. loans, debt notes and/or cash 
deposits) (unless the Trustee agrees otherwise); 

 the Company may not (unless the Trustee agrees otherwise) make loans to or give guarantees for the 
benefit of parties related to the Company; 

 the Company may accept and pay for financial accommodation, management and/or administration 
services, employee services, and directorship services from parties related to the Company on arms’ 
length commercial terms; 

 the Company may not (unless the Trustee agrees otherwise) enter into any other transactions with 
parties related to the Company except where the transactions are in the ordinary course of business, 
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the terms are in writing and the consideration is market value, on arms’ length terms and in any 
12 month period the value of all related party transactions does not exceed 2% of total tangible assets; 

 the Trust Deed also limits the level of development loans to 15% of the Company’s total tangible assets.  
Any development loans in excess of such threshold must be entirely funded from the Company’s capital; 

  except pursuant to a further Extraordinary Resolution, for the period from 21 December 2007 to 
21 December 2010, the Company may not: 

i) issue any further Debenture Stock; 

ii) trade, except to the extent necessary to fulfil the Company’s commitments under existing 
development loans and to realise its charged assets; 

iii) enter into any loan or other arrangement pursuant to which a third party owes an 
obligation to the Company; 

iv) pay a monthly management fee to its parent company of an amount greater than 
$20,000 plus GST; 

v) make or attempt to make a distribution to any person (except for the management fee 
payable by the Company in accordance with clause 12.2(b)iv); 

vi) employ any employees; 

vii) provide any remuneration to the directors of the Company for their services to the 
Company. 

 

If the Extraordinary Resolution is passed then the conditions set out in clauses ii), iii), iv) and vi) 
above will be amended: 

 clause ii) and iii) – the Company will be permitted to trade to extent that trading facilitates 
the realisation of financing receivables and has been agreed by the Financing Adviser; full 
details on permitted trading are set out in clause 12.2(d) of the Extraordinary Resolution. 

 clause iv) – the Company is not capped in its monthly management fee.  However, 
management fees and operating costs are reviewed by the Monitor with the intention of 
ensuring that they are minimised to the greatest practical extent possible. 

 Clause vi) – the Company is permitted to employ employees if required.  There is no 
present intention by the Company to do so.  However, it provides flexibility if this is 
considered to be necessary by the directors in the future. 

 
Business Restrictions 

The Charging Group may not, without the prior written consent of the Trustee, carry out various business-related 
activities, including any of the following, except as permitted under the Trust Deed: 

 enter into related party transactions; 

 own freehold land; 

 substantially alter its business; 

 dispose of greater than 10% of total tangible assets in any 12 month period; 

 write up the value of any tangible asset; 

 allow more than 20% of total tangible assets to be held other than in financing receivables; 

 repay any subordinated debt; 

 make distributions; 

 enter into a major transaction; 

 take any step for amalgamation of the Company; 

 make changes to the Company’s constitution; or 

 provide financial assistance in connection with the acquisition of the Company’s shares. 
 
Charging Subsidiaries 

The Trust Deed provides that subsidiaries of the Company are required, unless otherwise agreed by the Trustee, 
to become parties to the Trust Deed as Charging Subsidiaries and to each guarantee the performance by the 
Company in accordance with the provision of the Trust Deed and the observances and performance by the 
Company and each other Charging Subsidiary of all their respective obligations under the Trust Deed. 
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As at the date of this Prospectus, the Company’s Charging Subsidiaries are PF Takapuna Limited, PF Property 
Holdings Limited and Avon Indemnity Company Limited.  
 
Duties Of The Trustee 

The Trustee carries out a supervisory role for the Stockholders.  The Trust Deed imposes certain duties on the 
Trustee.  In broad terms these are: 

 to receive and consider financial reports produced by the Company and its auditor; 

 to monitor compliance with the Company’s obligations under the Trust Deed; 

 to hold all charges granted by the Company provided for in the Trust Deed; 

 to enforce the security granted under the Trust Deed in the circumstances set out in the Trust Deed; 
 

In addition, the Securities Regulations 1983 require the Trustee to exercise reasonable diligence: 

 to determine whether a breach of the Trust Deed or the terms of the Debenture Stock has occurred, 
and if material, take steps to cause the breach to be remedied; and 

 to determine whether or not the assets of the Company are likely to be sufficient to repay the amounts 
of the Debenture Stock as they fall due. 

 
The Trustee is also bound to carry out the duties prescribed in the Fifth Schedule of the Securities Regulations 
1983.  In particular, the Trustee is required to exercise reasonable diligence to ascertain whether or not any 
breach of the terms of the Trust Deed, or the terms of offer of the Debenture Stock, has occurred and, except 
where it is satisfied that a breach will not materially prejudice the security of the Debenture Stock or the 
interests of the Stockholders, the Trustee must do whatever it is empowered to do to cause any breach to be 
remedied.  The Trustee must also exercise reasonable diligence to ascertain whether or not the assets of the 
Company that are, or may be, available, are sufficient, or likely to be sufficient to discharge the amounts of the 
Debenture Stock as they become due. 
 
Enforcement 

The Trust Deed provides for various events of default which include: 

 default by the Company on the due date in payment of any principal on Debenture Stock; 

 default by the Company for a period of seven days after the due date in payment of any interest on the 
Debenture Stock; 

 default by the Company for a period of seven days after demand is made for payment of any other 
moneys payable under the Trust Deed; 

 an order is made for liquidation or dissolution without liquidation of any member of the Charging Group; 

 an effective resolution is passed for liquidation of any member of the Charging Group; 

 the appointment of a receiver or an encumbrancer takes possession of or exercises its power of sale in 
respect of the Charged Assets; 

 breach in a material respect of a number of obligations of the Charging Group contained in the Trust 
Deed; and 

 enforcement of a prior charge. 
 
If an event of default occurs the security created by the Trust Deed will become enforceable and the Trustee 
may, and will (subject to first being indemnified to its satisfaction) upon the request in writing of any holder of at 
least 20% in nominal amount of the Debenture Stock or if so directed by an Extraordinary Resolution of 
Stockholders, take various actions including declaring all outstanding Debenture Stock to be immediately 
repayable and taking possession of the Charging Group’s assets and appointing a receiver of the Charging 
Group’s assets.  Before taking these actions the Trustee must give 14 days’ notice to the Company, unless the 
Trustee is of the opinion that delay would imperil the interests of Stockholders or not be capable of remedy 
within 14 days. 
 
If the Extraordinary Resolution is passed then the first two events of default listed above will be 
deleted.  Instead, it will be an Event of Review if the Company fails to pay any principal or interest 
on Debenture Stock when it is due and payable in terms of the Moratorium.  As well as non-
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payment of principal and interest, Events of Review comprise a number of other events including 
retirement of the Monitor or the Financing Adviser.  A full description is included in the 
Extraordinary Resolution.  If an Event of Review occurs during the Moratorium period, then the 
Company and the Monitor are required to notify the Trustee of the occurrence of such Event of 
Review.  The Trustee is required to consult with the Company for the period of not less than 14 
days and not more than 28 days immediately following the receipt of such notification.  At the end 
of the 28 day period, if the Trustee is not satisfied with the outcome of such consultation, or earlier 
with the agreement of the Company, the Trustee may serve a default notice on the Company.  If 
such a default notice is served by the Trustee on the Company, then an Event of Default is deemed 
to have occurred on the date of service on the Company of such notice. 
 
Reports To Trustee 

To allow the Trustee to monitor the obligations of the Company, and if required act in the interests of the 
investors, the Company must provide the Trustee with regular reports from its directors and auditor as follows: 
 
Within three months after the close of each financial year of the Company, a copy of the annual financial 
statements, duly audited. 
 
Within two months after the close of each financial half year of the Company, the unaudited financial statements. 
 
Within 30 days of the end of each financial quarter, a Directors’ Quarterly Report in the form set out in the Trust 
Deed. 
 
Within 30 days of the end of each calendar month: 

 monthly management accounts; 

 a monthly liquidity report; 

 asset quality reports; and  

 a report in a form acceptable to the Trustee signed by two Directors on behalf of all of the Directors, 
detailing any change in the status of the Charged Assets of the Company since the last such report from 
the Directors and attaching correspondence and notices received by the Company from the Trustee or 
the manager of each securitisation trust in respect of which the Company holds mortgage-backed 
securities; 

 such other reports as the Trustee may require. 
 
Copies of any financial statements, report, notice or circular issued to the shareholders of the Company. 
 
An auditor’s report at the same time the Company provides the Trustee with copies of audited financial 
statements. 
 
The Trustee may also request the Company to deliver to the Trustee a quarterly report or other reports from the 
Company, the auditor or other persons determined by the Trustee at any time if special circumstances exist. 
 
If the Extraordinary Resolution is passed then the Trust Deed will be amended to remove the 
requirement for a monthly liquidity report and require that the Company report to the Monitor and 
to the Trustee if required, full details on the financial position of the Company, obtain the Monitor’s 
approval to operating costs and the calculation of the quarterly distributions to Stockholders.  Full 
details on the role of the Monitor is set out in section 12.5 of the Extraordinary Resolution. 
 
Meetings 

Provision is made for meetings of the Stockholders to be called by the Company or the Trustee at any time. 
 
Stockholders, holding no less than 10% of the aggregate principal amount of the Stock may require the Trustee 
to convene a meeting of Stockholders.  Stockholders present in person, by proxy, by attorney or by 
representative, whose aggregate principal is not less than 10% of the aggregate principal of all Stock, constitute 
a quorum of any business conducted at the meeting other than for the passing of an Extraordinary Resolution. 
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An Extraordinary Resolution of Stockholders is required to authorise and approve certain matters, including any 
alteration or addition to the Trust Deed and, subject to the Trust Deed, the appointment of any new Trustee. 
The quorum for passing an Extraordinary Resolution will be Stockholders present in person or by representative 
holding or representing a majority in nominal amount of the Debenture Stock. 
 
Under the Trust Deed an Extraordinary Resolution is a resolution carried by a majority of not less than 75% of 
those Stockholders at a meeting of Stockholders who are entitled to attend and vote or, if a poll is demanded, 
then 75% of the votes given at such poll.  On a poll there is one vote for each $1.00 of Debenture Stock. 
 
If a quorum is not present within 15 minutes of the appointment time of any meeting, the meeting will be 
dissolved if it was convened upon the request of the Stockholders.  Otherwise, it will be adjourned to such day 
and time being not less than 10 days from the date and in such place as may be appointed by the chairman of 
the meeting.  At any adjourned meeting those Stockholders present in person or  by representative shall form a 
quorum and accordingly an Extraordinary Resolution would be passed, provided it is approved by 75% of those 
present or represented. 
 
An Extraordinary Resolution is binding on all Stockholders, whether or not they were present or represented at 
the meeting or adjourned meeting which passed that resolution. 
 
Statement By Trustee 

Covenant Trustee Company Limited as Trustee under the Trust Deed has confirmed in accordance with clause 
13(3) of the Second Schedule to the Regulations by written letter attached to this Prospectus that this 
Prospectus complies with the relevant provisions of the Trust Deed. 
 
Covenant Trustee Company Limited does not guarantee the repayment of the Debenture Stock or the payment 
of interest thereon. 
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Diluted earnings per share are calculated as net profit attributable to members of the parent, adjusted for: 

� costs of servicing equity (other than dividends) and preference share dividends; and 

� the after tax effect of dividends and interest associated with dilutive potential ordinary shares that have been 

recognised as expenses; and  

� other non-discretionary changes in revenue and expenses during the period that would result from the dilution of 

potential ordinary shares; 

� Divided by the weighted average number of ordinary shares (including available share options) and dilutive 

potential ordinary shares. 

 

V) Significant Accounting Judgements, Estimates and Assumptions 

In applying the Group’s accounting policies management continually evaluates judgements, estimates and assumptions 

based on experience and other factors.  All judgements, estimates and assumptions made are believed to be reasonably 

based on the most current set of circumstances available to management.  Actual results may differ from the judgements, 

estimates and assumptions.   

 

Significant judgements, estimates and assumptions made by management in the preparation of these financial statements 

are outlined below: 

 

i) Recovery of Deferred Tax Assets 

Deferred tax assets are recognised for deductible temporary differences as management considers that it is probable that 

future taxable profits will be available to utilise those temporary differences. 

 

ii) Allowances for Impairment Loss 

Where loan receivables are outstanding beyond the normal contractual terms, the likelihood of the recovery of these loans is 

assessed by management.  The specific impairment loss is estimated with reference to the loan to property value ratio (LVR), 

the probability of recovery, the cost of possible acquisition through enforcement of security and related costs and sale 

proceeds.  The 2007 collective loan provision is estimated using available market data and historic trends.  No collective 

provision is applicable in 2008. 

 

The impairment assessment has been made after taking into account the Company’s ability to manage the sale process so 

that mortgagee auctions are avoided. 

 

iii) Estimation of Average Lives of Loans used to defer Fees and Costs 

The estimation of the useful lives of loans has been based on historical experience, market and statistical trends, and 

competitor information.  In addition, the average life of loans is assessed at least once per year and considered against the 

remaining contractual life.  Adjustments to average life are made when considered necessary.  The average life of loans is 

used to defer fees and costs under the effective interest rate method.  

 

iv) Estimation of Expected Life of Debenture Stock 

The expected life of Debenture Stock is used to amortise interest income/expense, fees and costs using the effective interest 

rate method.  The expected life of Debenture Stock, and the period costs have been amortised over; is December 2010 and 

has been based on the current obligation to repay all Debenture Stock by 31 December 2010. This was one of the conditions 

of having the Company removed from receivership.  
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4. Interest Income 

Group
6 months to 
30 Sep 2008

Unaudited

Company (in 
receivership)
6 months to 
30 Sep 2007

Unaudited

Company
12 months to 
31 Mar 2008

Audited

$'000 $'000 $'000

Interest and similar income

Cash and short term funds 173 23 128 

Loans 917 2,478 3,522 

Mortgage Backed Securities 3,062 2,602 6,232 

4,152 5,103 9,882 

Interest and similar expense

Capital notes - 93 162 

Debenture stock 3,444 4,181 7,135 

Other - 105 33 

3,444 4,379 7,330 
 

 

5. Other Income 

Group
6 months to 
30 Sep 2008

Unaudited

Company (in 
receivership)
6 months to 
30 Sep 2007

Unaudited

Company
12 months to 
31 Mar 2008

Audited

$'000 $'000 $'000

Fee income (Securitised Trusts) - 2,900 2,900 

Dividend - 28 28 

Profit on sale of available for sale securities - 24 24 

Other 5 - - 

5 2,952 2,952 
 

6. Impairment 

Group
6 months to 
30 Sep 2008

Unaudited

Company (in 
receivership)
6 months to 
30 Sep 2007

Unaudited

Company
12 months to 
31 Mar 2008

Audited

$'000 $'000 $'000

Impairment changes:

Movement in specific provision - Loans receivable 100 - - 

Impairment - Loans receivable 55 - 1,294 

Impairment - Debt notes 800 - 1,146 

Impairment - Development property - - 404 

955 - 2,844 
 

 

7. Operating Expenses  

Group
6 months to 
30 Sep 2008

Unaudited

Company (in 
receivership)
6 months to 
30 Sep 2007

Unaudited

Company
12 months to 
31 Mar 2008

Audited

$'000 $'000 $'000

Depreciation – office furniture & equipment 37 42 84 

Loss on disposal of office furniture - - 311 

Management fees 134 643 710 

Bank charges - 426 626 

Administrative expenses 247 3,767 3,863 

Software amortisation 35 18 33 

Operating lease payments - minimum lease payments - 47 47 

453 4,943 5,674 
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No Directors fees were paid during the period ended 30 September 2008 (6 months to 30 September 2007: $nil; 12 months 

to 31 March 2008: $nil) 

 

8. Earnings Per Share 

Group
6 months to 
30 Sep 2008

Unaudited

Company (in 
receivership)
6 months to 
30 Sep 2007

Unaudited

Company
12 months to 
31 Mar 2008

Audited

$'000 $'000 $'000

(a) Earnings used in calculating earnings per

share

For basic earnings per share
(695) (3,052) (6,318)

For diluted earnings per share
(695) (3,052) (6,318)

(b) Weighted average number of shares
15,571,210 12,372,627 12,599,151 

Effect of dilution:

Share options - - - 

Weighted average number of ordinary shares 15,571,210 12,372,627 12,599,151 

Earnings per share - basic – expressed in $ per share (0.04) (0.25) (0.50)

Earnings per share – diluted – expressed in $ per share (0.04) (0.25) (0.50)

Net profit/(loss) attributable to ordinary equity holders of the parent

Net profit attributable to ordinary equity holders of the parent

Weighted average number of shares for basic earnings per share

 
 

 

9. Dividends on Ordinary Shares 
 

No dividends were paid during the six months ended 30 September 2008 (6 months ended 30 September 2007: nil; year 

ended 31 March 2008: nil). 

 

 

10. Share Capital 

Group
6 months to 
30 Sep 2008

Unaudited

Company (in 
receivership)
6 months to 
30 Sep 2007

Unaudited

Company
12 months to 
31 Mar 2008

Audited

$'000 $'000 $'000

Share capital¹ 

Opening on issue 15,571 12,373 12,373 

Issue of Shares - - 3,198 

15,571 12,373 15,571 
 

1
 Shares have no par value. 

 

Group
6 months to 
30 Sep 2008

Unaudited

Company (in 
receivership)
6 months to 
30 Sep 2007

Unaudited

Company
12 months to 
31 Mar 2008

Audited

No. shares No. shares No. shares

Share capital

Opening on issue 15,571,210 12,372,627 12,372,627 

Issue of Shares - - 3,198,583 

15,571,210 12,372,627 15,571,210 
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11. Net Tangible Assets Per Ordinary Share 

Group
As At

30 Sep 2008
Unaudited

Company (in 
receivership)

As At
30 Sep 2007

Unaudited

Company
As At

31 Mar 2008
Audited

Net Tangible Assets  ($'000) 9,005 8,855 8,787 

Shares on issue at end of the period - number of shares 15,571,210 12,372,627 15,571,210 

Net Tangible Assets per share, expressed in $ per share 0.58 0.72 0.56 
 

 

 

12. Investment in Subsidiaries  

Annual 
Balance Date

Group
As At

30 Sep 2008
Unaudited

Company (in 
receivership)

As At
30 Sep 2007

Unaudited

Company
As At

31 Mar 2008
Audited

Parent entity: propertyfinance securities limited

Shares in subsidiaries:

PF Property Holdings Limited 31-Mar-08 100 - -

PF Takapuna Limited 31-Mar-08 100 - -

Avon Indemnity Company Limited 31-Mar-08 100 100 100
 

 

 

Existing Subsidiary First Consolidated During the Period 

 

During the period Avon Indemnity Company Limited (AICL), a wholly owned subsidiary of the Company, became a Charging 

Subsidiary of the Company within the meaning of the Company’s Stock Trust Deed dated 14 August 2001, as amended (the 

Stock Trust Deed).   AICL has therefore been consolidated into the Group from 1 April 2008.   AICL was previously recorded 

on the Company’s balance sheet as an investment at initial cost excluding any retained earnings subsequent to acquisition.  

The net assets of AICL at 1 April 2008 and the impact of consolidating AICL is set out below: 

  

Consolidation of Subsidiary - Avon Indemnity Company Limited $'000

Net Assets at 1 April 2008:

Cash held in related trusts 5,004 

Accrued interest on cash held in trusts 45 

Net Assets 5,049 

Issued Capital 4,136 

Retained earnings 913 

5,049 

Investment in subsidiary at 31 March 2008 (at book value) 4,136 

Retained Earnings now recognised following consolidation of subsidiary 913 

5,049 
 

 

New Subsidiaries: 

 

The following wholly owned subsidiaries were formed by the Group during the period: 

- PF Takapuna Limited, incorporated on 23 May 2008. 

- PF Property Holdings Limited, incorporated on 29 May 2008 

 

The above new subsidiaries have been consolidated into the Group during the six months ended 30 September 2008.  The 

trading results of the above new subsidiaries were not material to the Group.  
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PF Takapuna Limited and PF Property Holdings Limited became Charging Subsidiaries of the Company under the Stock Trust 

Deed on 7 July 2008 and 8 September 2008 respectively.  

 

 

13. Cash Held in Trusts  

Group
As At

30 Sep 2008
Unaudited

Company (in 
receivership)

As At
30 Sep 2007

Unaudited

Company
As At

31 Mar 2008
Audited

$'000 $'000 $'000

Subsidiary's cash deposit with a related Trust, not accessible by the company 5,004 - - 

5,004 - - 
 

 

14. Related Party Transactions  

Group
As At

30 Sep 2008
Unaudited

Company (in 
receivership)

As At
30 Sep 2007

Unaudited

Company
As At

31 Mar 2008
Audited

$'000 $'000 $'000

Amount due from related party:

Propertyfinance Group Limited (the ultimate parent of the Company) 246 258 257 

246 258 257 
 

 

- Amount due from Propertyfinance Group Limited  (PFG) represents excess received on purchase 

of a subsidiary, less subsequent repayments made to the Company by PFG. 

 

Group
As At

30 Sep 2008
Unaudited

Company (in 
receivership)

As At
30 Sep 2007

Unaudited

Company
As At

31 Mar 2008
Audited

$'000 $'000 $'000

Amount due to related party:

Propertyfinance Holdings Limited - 118 118 

- 118 118 
 

 

The following transactions were undertaken with related parties: 

 

 

Mr B I Sundstrum  

 

Mr Sundstrum is a Trustee of the Estate of K P Sundstrum which previously held unsecured deposits with the Company, on 

which interest was paid during the year ended 31 March 2008 of $1,897.   

 

15. Development Property Intended for Sale  

Group
6 months to 
30 Sep 2008

Unaudited

Company (in 
receivership)
6 months to 
30 Sep 2007

Unaudited

Company
12 months to 
31 Mar 2008

Audited

$'000 $'000 $'000

Land & Buildings

Opening Balance 700 - 1,104 

Land & buildings acquired through enforcement of security 3,582 1,104 - 

Additions through further development 290 - 

Allowance for impairment loss (55) - (404)

Closing Balance 4,517 1,104 700 
 



P R O P E R T Y F I N A N C E  S E C U R I T I E S  L I M I T E D  –  I N T E R I M  R E P O R T  

1 8  |  P a g e  

 

During the period, and during the comparative period, no interest was capitalised on development properties. 

 

 

16. Debenture Stock 

Group
6 months to 
30 Sep 2008

Unaudited

Company (in 
receivership)
6 months to 
30 Sep 2007

Unaudited

Company
12 months to 
31 Mar 2008

Audited

$'000 $'000 $'000

Opening balance - Debenture stock 78,515 86,653 86,653 

Debenture stock issued - 10,761 10,761 

Repayments of debenture stock (1,639) (18,142) (23,691)

Accrued interest 3,444 1,814 4,792 

Debenture stock on issue 80,320 81,086 78,515 
 

 

The debenture stock is secured under a Debenture Stock Trust Deed between propertyfinance securities limited and 

Covenant Trustee Company Limited as Trustee.  The Deed creates a floating charge in favour of the Trustee over all of the 

assets and undertakings of the charging group, which at balance date comprised PFSL, PF Takapuna Limited, PF Property 

Holdings Limited and Avon Indemnity Company Limited. 

 

PFSL breached the Debenture Stock Trust Deed in August 2007 with the non-payment of matured debentures.  The Directors 

requested that the Trustee appoint a receiver to protect all stakeholders. 

 

With the PFSL receivership and subsequent restructuring by way of a Extraordinary Resolution of debenture holders, all of 

PFSL debenture stock has been converted to a new three-year term.  The debenture stock accrues interest at 9.33% (plus 

0.67% to the extent possible from profits) payable on maturity at 21 December 2010.  The principal sum is payable as to 

$15 million before 21 December 2008, $15 million before 21 December 2009 and the balance of $49.8 million on 

21 December 2010.  PFSL had repaid principal of $7.16 million prior to 21 December 2008, and was in breach of the Stock 

Trust Deed in respect of repayment of $7.84 million principal due at that date.  The trustee has requested that PFSL convene 

a meeting of debenture holders in early 2009 to waive the breach in respect of the shortfall in principal repayments, and the 

Company is currently in the process of convening such a meeting.  Refer note 19 A.  A further $0.8 million has subsequently 

been repaid to debenture holders in March 2009.   

 

 

17. Financial Instruments Maturity Profile 
 

The tables below analyse the Group’s financial assets and liabilities at Balance Date into the relevant maturity groupings 

based on the remaining period to expected maturity date.  They represent undiscounted contractual cashflows, including 

interest.  Where instruments carry floating interest rates, future interest cashflows have been estimated using prevailing 

floating interest rates at the relevant period end.   

 

The Company has been unable to obtain information from the manager of the Trusts in which the Company holds mortgage 

backed securities debt notes and receivables.  Due to the unavailability of information in regard to the contractual or likely 

maturity dates of these assets, the company is unable to conclude that the trust debtors and MBS debt notes will be repaid 

within five years.   

 

The maturity of mortgage backed securities has been estimated at seven years.  Mortgage backed securities mature over 

periods of up to 50 years, but repayment of the mortgage backed securities is expected to be over significantly shorter 

periods due to the likelihood of repayment of the underlying loans to the Trusts.   
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Maturity Profile of Financial Assets and Liabilities at 30 September 2008 – Group (Unaudited) 

 

 

Weighted 

Average 

effective 

Interest Rate

On 

demand

Less than 

1 year 1-2 years 2-3 years 3-4 years 4-5 years 5+ years

% $000’s $000’s $000’s $000’s $000’s $000’s $000’s T o tal

F inancia l A ssets:

Cash and cash equivalent 8.25               188                  -                    -                    -                    -                    -                    -                    188 

Cash held in related trusts 6.00                  -                    -                    -                    -                    -                    -             7,302              7,302 

Related party receivables                  -                    -                    -                    -                    -                    -                246                 246 

Sundry debtors & advances                  -                348                  -                    -                    -                    -                   75                 423 

Loans receivable 11.90          10,912              508              509               516              532          17,128            30,105 

M ortgage Backed Securities 12.42                  -              9,319           6,378           6,378           6,378           6,378         64,108           98,938 

Rated M ortgage Bonds 9.21                  -                     2                   2                   2                   2                   2                 24                    33 

Trust Debtors 0.00                  -                    -                    -                    -                    -                    -             9,553              9,553 

188 20,581 6 ,888 6,889 6 ,896 6 ,912 98,435 146,788 

F inancia l Liabilit ies:

Trade and other payables                  -                 165                  -                    -                    -                    -                    -                    165 

Debenture Stock 9.33                  -             7,839         15,000        79,966                  -                    -                    -            102,805 

                 -                    -                    -                947                  -                    -                    -                   947 

          -        8,004    15 ,000    80 ,913           -              -              -       103,917 

Trust Credito rs

 
 

 

 

Maturity Profile of Financial Assets and Liabilities at 31 March 2008 – Company (Unaudited) 

 

 

Weighted 

Average 

effective 

Interest Rate

On 

demand

Less than 

1 year 1-2 years 2-3 years 3-4 years 4-5 years 5+ years

% $000’s $000’s $000’s $000’s $000’s $000’s $000’s T o tal

F inancia l A ssets:

Cash and cash equivalent 8.30              409                  -                    -                    -                    -                    -                    -                   409 

Related party receivables                  -                257                  -                    -                    -                    -                    -                   257 

Sundry debtors & advances                  -                    -                    -                    -                    -                    -                 102                  102 

Loans receivable 9.67                  -            14,514               510                511                511                511          17,281           33,838 

M ortgage Backed Securities 12.46                  -             8,639            6,410            6,410            6,410            6,410        64,264           98,542 

Rated M ortgage Bonds 10.34                  -                     2                   2                   2                   2                   2                 24                    34 

Trust Debtors                        -                    -                    -                    -                    -                    -                    -             9,553              9,553 

409 23,412 6 ,922 6,923 6 ,923 6,923 91,224 142,736 

F inancia l Liabilit ies:

Trade and other payables                  -                 120                  -                    -                    -                    -                    -                    120 

Related party payable                  -                  118                  -                    -                    -                    -                    -                     118 

Debenture Stock 9.33                  -           17,900        24,693        56,255                  -                    -                    -             98,848 

                 -                    -                    -                947                  -                    -                    -                   947 

          -       18 ,138   24 ,693   57,202           -              -              -       100,033 

Trust Credito rs
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Maturity Profile of Financial Assets and Liabilities at 30 September 2007 – Company (Unaudited) 

Weighted 

Average 

effective 

Interest Rate

On 

demand

Less than 

1 year 1-2 years 2-3 years 3-4 years 4-5 years 5+ years

% $000’s $000’s $000’s $000’s $000’s $000’s $000’s T o tal

F inancia l A ssets:

Cash and cash equivalent 8.00                511              624                1,135 

Related party receivables                  -                    -                258                  -                    -                    -                    -                   258 

Sundry debtors & advances                  -                    -                    -                    -                    -                    -                 159                  159 

Loans receivable 11.50         18,092               513               514               514               514         16,798           36,945 

M ortgage Backed Securities 12.41                  -              7,195           6,584           6,584           6,584           6,584        66,226           99,759 

Rated M ortgage Bonds 10.25                  -                     2                   2                   2                   2                   2                 24                    34 

Trust Debtors                  -                    -                    -                    -                    -                    -             9,553              9,553 

511 25,913 7 ,357 7 ,100 7,100 7 ,100 92,760 147,843 

F inancia l Liabilit ies:

Related party payables                  -                  118                  -                    -                    -                    -                    -                     118 

Trade and other payables                  -                954                  -                    -                    -                    -                    -                   954 

Capital Notes 12.00                  -               1,187                  -                    -                    -                    -                    -                  1,187 

Debenture Stock 9.33         81,086                  -                    -                    -                    -                    -                    -              81,086 

                 -                    -                    -                    -                    -                    -                947                 947 

   81,086     2,259           -              -              -              -           947 84,292 

Trust Credito rs

 
 

 

18. Note to Interim Statement of Cashflows 

Group
6 months to 
30 Sep 2008

Unaudited

Company (in 
receivership)
6 months to 
30 Sep 2007

Unaudited

Company
12 months to 
31 Mar 2008

Audited

Notes $'000 $'000 $'000

Profit/(loss) after income tax (695) (3,052) (6,318)

Non cash or non operating cash flow items:

Depreciation 37 42 84 

Amortisation of software 35 18 33 

Loss on disposal of fixed assets - - 311 

Gain on sale of investments - (24) (24)

Impairment provisions 955 - 2,808 

Changes in assets and liabilities:

(Increase)/decrease in sundry debtors and advances (320) 313 370 

(Increase)/decrease in accrued interest on cash in trusts (196) - - 

   less prior period accrued interest receivable,

      in newly consolidated subsidiary

12 45 - - 

(Increase)/decrease in taxation prepaid (7) (43) (63)

(Increase)/decrease in accrued interest on debt notes (1,420) - - 

(Increase)/decrease in trust debtors - (2,463) (2,352)

(Increase)/decrease in loans receivable interest accrued - (110) (2,133)

(Increase)/decrease in deferred tax asset - 244 244 

Increase/(decrease) in compound interest on debentures - - 315 

Increase/(decrease) in interest payable accrued 3,444 2,517 5,512 

Increase/(decrease) in trade and other payables 47 (118) (950)

Increase/(decrease) in trust payables - 634 634 

Net cash inflow (outflow) from operating activities 1,925 (2,042) (1,529)
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19. Subsequent Events 
A) Going Concern 

PFSL was placed in receivership on 29 August 2007.  The Directors restructured PFSL’s debenture stock repayment terms by 

way of an Extraordinary Resolution that allowed PFSL to be removed from receivership on 18 February 2008 (refer Note 14). 

 

Whilst the primary intention of the PFSL restructure is to wind-down its asset base so it can repay secured debenture stock 

liabilities, it is the expectation of the Directors for the Group to be a going concern for the foreseeable future.    

 

The PFSL business has no other secured liabilities aside from the debenture stock and related accrued interest.  

 

Subsequent to balance date PFSL concluded that the existing terms of the debenture stock needed restructuring in order to 

align the maturity profile of the debentures with the assets held by PFSL.  The lower liquidity in the property markets, when 

combined with the reduced ability of borrowers to refinance, meant that customers would be slower repaying their 

mortgages and in turn PFSL would not be able to repay its stockholders as quickly as had been anticipated in 2007. 

 

On 11 March 2009 PFSL announced that it is in the process of formulating a proposal to be presented to debenture holders.  

The proposal would involve the debenture holders waiving interest accrued to 31 March 2009, and accepting repayment 

from cash receipts over time, with at least 50% of the Company’s cashflow going to debenture holders.  Interest would be 

accrued at 2%p.a. over the Official Cash Rate and be payable after repayment of debenture stock principal.  The Company 

would also be required to pay additional interest equating to 60% of the Company’s net assets remaining at the time that all 

debenture stock principal and accrued interest had been paid in full, with the additional interest being payable over time 

from at least 50% of the Company’s cashflow.  As well, the debenture holders would agree to the removal of minimum 

equity requirement covenants and an independent monitor would be appointed to oversee the Company’s actions.   This 

restructuring proposal would provide PFSL with flexibility to proactively manage the realisation of assets over time. 

 

The financial statements have been prepared on the basis that PFG will be successful in concluding its restructuring and PFSL 

is a going concern.  To successfully implement  the restructuring plan PFSL specifically needs to: 

a) complete the proposal and gain agreement from the Trustee for the content of the resolution to be put to 

debenture holders;  

b) complete and register a prospectus for the offer of new terms on the existing debenture stock;  and 

c)  hold a meeting of the PFSL debenture holders to consider resolutions including for a waiver of accrued debenture 

stock interest and for acceptance of the new terms on the debenture stock (these resolutions will require 75% 

approval of the debenture stock represented at the meeting) 

 

The Directors of PFSL are actively working on this overall restructuring plan and expects to have it concluded by May 2009. 

 

The Directors consider some of the Group’s assets (such as debt notes held in the securitisation trusts) will need  to be held 

long-term and be funded by capital and/or debt and for the Group to have positive shareholder equity and again trade 

profitably. 

 

If PFSL is not successful in achieving the proposed restructuring plan as set out, and is thereby not  a going concern then 

asset values assigned would be based on recoverable amounts and would be materially different from those under the going 

concern assumption. 

 

B) Market Events  

Clearly the past 24 months has seen a material change in both domestic and international credit markets. These events have 

been widely documented and reported upon in the media. Amongst others there have a number of collapses; the freezing of 

funds and rating downgrades on securities.  It is not known if these market disruptions have passed or if further changes 

and/or disruptions will occur; and how these events will impact on the liquidity and recoverability of assets. 

 

C) Trust Debtors 

The Company has paid, on behalf of the securitisation trusts, various establishment costs and issuance costs. It is also owed 

by the trusts various amounts including excess servicer fees, debt note interest and expense reserves.  According to the 
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accounting records of the Company, the total balance receivable from the Trusts and related companies (excluding the RMB 

Trusts which are still under the control of PFSL’s parent PFG) is $9,333,121; comprising trust debtors of $6,391,635 and 

accrued interest of $2,941,486.  The Company no longer manages the securitisation trusts and is working with the Trustee to 

firstly obtain access to financial records and second to agree on the amount and establish a payment plan. To date the 

Company has not be successful in either of these two points. If the Company’s negotiations with the Trustee are unsuccessful 

then some or all of the Company’s trust debtor assets may be impaired. 

 

However the Directors are comfortable that the debt will ultimately be paid due to the unique structure of the cash flow 

allocation within each trust.  In the event the trust debtor is disputed then the cash surplus within the trust will increase by 

an equivalent sum.  This cash surplus is automatically distributed to the Company by way of excess manager fees. As there is 

a time lag between these events it would result in a recognition adjustment between the current year and when the excess 

manager fee is received. 

 

D) Value of Debt Notes  

The Directors have assessed the value of the debt notes and have continued to record the debt notes at amortised cost.  In 

making this assessment the Directors have been conscious of the long term nature of the mortgage loans within each trust 

that provide the backing to the debt notes; whilst the debt notes held by the Company may be charged off against due to 

cash flow shortfalls, in the short term it does not necessarily hold true that the charge-off will be a permanent impairment.  

The Directors consider there to be favourable trends within each trust that will support these carrying values including but 

not limited to improvement in the net interest margins on the residential backed mortgages, a reduction in the servicing and 

management cost as the mortgage pools reduce in size, a lengthening of the expected average life due to market constraints 

on the availability of credit and the seasoning of the loan pools. 

 

The Directors are unable to make knowledgeable judgements on the asset quality of the trusts as they are no longer involved 

on a day to day basis and have limited access to trust records. Information has been requested so that an assessment can be 

made however this information is yet to be received by the Company. The Directors do however anticipate losses in both the 

residential and commercial trusts due to fundamental changes in the New Zealand property market. 

 

Should in the future any of the underlying loan assets of the respective trusts be significantly impaired then it will have flow 

on consequences to the company through either the ultimate recovery of the debt note investment together and/or the 

level of excess service fees and other charges the company would expect to earn from the trusts. 

 

At balance date, the Trustee of the Propertyfinance RML 2005-3 Trust has charged-off $2.853 million, comprising all of the 

Class G notes ($0.38 million) and $2.473 million of the Class F notes. Under the payment methodology the charge-offs can be 

reimbursed from future cashflows (as they allow) when distributions are made. 

 

Subsequent to balance date an additional $3.599 million has been charged-off the RML Class F notes. 

 

At balance date interest entitlements on debt notes was unpaid on the following notes: 

- CM 2005-2 Trust owed the Group $1.041 million of unpaid interest comprising $0.990m of interest on Class G 

notes and $0.051 million of interest on Class H notes. 

- RML 2005-3 Trust owed the Group $1.246 million of unpaid interest comprising $1.225 million of interest on Class 

F notes and $0.021 million of interest on Class G notes. 

- RM 2005-1 Trust owed the Group $0.018 million of unpaid interest on Class E notes. 

The unpaid interest has been accrued in the financial statements at balance date.  Under the payment methodology unpaid 

interest can be paid from future cashflows (as they allow). 

 

Subsequent to balance date the CM 2005-2 Trust has paid $0.130 million of the previously unpaid interest entitlement, and 

the RM 2005-1 Trust has repaid $0.014m  of unpaid interest, while in respect of the RML 2005-3 Trust debt notes a further 

$0.320 million of interest entitlement was unpaid. 

 

The Company has provided for an impairment of $1.946 million in respect to the charge-offs and unpaid interest, in addition 

to providing for a trust payable of $742,000.  Of the impairment provision $1.146 million was made in the year ended 31 

March 2008 and a further $0.800 million provided in the current period. 


