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KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 March 2010
	
	Notes
	31 March 2010
(114 titles)
	31 March 2010
(per title)
	31 March 2009

(114 titles)
	31 March 2009

(per title)

	Income
	
	
	
	
	

	
	
	
	
	
	

	Rental Income
	
	408,000
	3,579
	408,000
	3,579

	Interest Income
	
	-
	-
	126
	1

	Unrealised net change in value of investment properties – net revaluation increase/(decrease)
	4
	
	
	(450,000)
	(3,947)

	
	
	408,000
	3,579
	(41,874)
	(367)

	
	
	
	
	
	

	Less Expenses
	
	
	
	
	

	
	
	
	
	
	

	Auditor Remuneration
	
	5,500
	48
	6,000
	53

	Valuation fees
	
	4,300
	38
	10,248
	90

	Property management & administration
	
	
24,000
	
211
	24,000
	211

	Accountancy fees
	
	7,750
	68
	7,750
	68

	Other overheads
	
	15
	-
	158
	1

	Finance costs
	
	5,740
	50
	1,701
	15

	Depreciation
	
	2,079
	18
	2,970
	26

	
	
	49,384
	433
	52,827
	464

	
	
	
	
	
	

	Net Operating Profit/(Loss) for period
	
	
358,616
	
3,146
	(94,701)
	(831)

	Other comprehensive income
	
	-
	-
	-
	-

	Total comprehensive Income
	
	358,616
	3,146
	(94,701)
	(831)

	
	
	
	
	
	

	Less Distributions to unit holders
	
	
	
	
	

	Paid in period
	
	242,250
	2,125
	313,000
	2,745

	Owing at year end
	
	21,375
	188
	28,500
	250

	RWT paid
	
	-
	-
	49
	1

	
	
	263,625
	2,313
	341,549
	2,996

	
	
	
	
	
	

	Change in net assets attributable to unit holders
	
	
94,991
	
833
	(436,250)
	(3,827)


KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME

BALANCE SHEET
As at 31 March 2010
	
	Notes
	31 March 2010
(114 titles)
	31 March 2010
(per title)
	31 March 2009

(114 titles)
	31 March 2009

(per title)

	Unit holders Funds
	
	
	
	
	

	Net Subscriptions
	2
	2,850,000
	25,000
	2,850,000
	25,000

	Retained Earnings/(Accumulated Losses)
	3
	
(233,887)
	
(2,052)
	(328,878)
	(2,885)

	
	
	2,616,113
	22,948
	2,521,122
	22,115

	
	
	
	
	
	

	Current Assets
	
	
	
	
	

	Accounts receivable – rentals due
	
	209,500
	1,838
	61,500
	539

	
	
	209,500
	1,838
	61,500
	539

	
	
	
	
	
	

	Current Liabilities
	
	
	
	
	

	 Bank overdraft
	6
	99,009
	869
	40,954
	359

	Accounts payable
	
	10,000
	87
	10,000
	88

	Owing for GST
	
	7,854
	69
	7,854
	69

	Distributions owing to subscribers
	
	21,375
	188
	28,500
	250

	
	
	138,238
	1,213
	87,308
	766

	
	
	
	
	
	

	Working Capital (Deficit)
	
	71,262
	625
	(25,808)
	(227)

	
	
	
	
	
	

	Non-Current Assets
	
	
	
	
	

	Investment property
	4
	1,730,000
	15,176
	1,730,000
	15,176

	Intangible asset - Goodwill
	12
	810,000
	7,105
	810,000
	7,105

	Plant & Equipment
	5
	4,851
	42
	6,930
	61

	
	
	2,544,851
	22,323
	2,546,930
	22,342

	
	
	
	
	
	

	Net Assets
	
	2,616,113
	22,948
	2,521,122
	22,115


The Director has approved and issued these financial statements on …….. 2010
Director

KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME

CASH FLOW STATEMENT 
For the year ended 31 March 2010
	
	Actual

31 March 2010
(114 titles)
	Actual

31 March 2010
(per title)
	Actual

31 March 2009

(114 titles)
	Actual

31 March 2009

(per title)

	CASH FLOWS FROM OPERATING ACTIVITIES
	
	
	
	

	Cash was provided from
	
	
	
	

	Rent received
	260,000
	2,281
	346,500
	3,039

	Interest received
	-
	-
	126
	1

	Net GST collected
	-
	-
	3,886
	34

	
	260,000
	2,281
	350,512
	3,074

	Cash was applied to
	
	
	
	

	Payments to suppliers
	41,565
	366
	92,214
	808

	Interest paid
	5,740
	50
	1,701
	15

	
	47,305
	416
	93,915
	823

	
	
	
	
	

	NET CASH FLOW FROM OPERATING ACTIVITIES
	
212,695
	
1,865
	256,597
	2,251

	
	
	
	
	

	
	
	
	
	

	CASH FLOW FROM FINANCING ACTIVITIES
	
	
	
	

	
	
	
	
	

	Cash was provided from
	
	
	
	

	Equity subscriptions
	-
	-
	100,000
	877

	
	-
	-
	100,000
	877

	
	
	
	
	

	Cash was applied to
	
	
	
	

	Distributions to subscribers
	(270,750)
	(2,375)
	340,549
	2,987

	
	(270,750)
	(2,375)
	340,549
	2,987

	
	
	
	
	

	NET CASH FLOW FROM/(TO) FINANCING ACTIVITIES
	
(270,750)
	
(2,375)
	(240,549)
	(2,110)

	
	
	
	
	

	NET INCREASE / (DECREASE) IN CASH HELD
	(58,055)
	(510)
	16,048
	141

	
	
	
	
	

	Cash balance at the beginning of the period
	(40,954)
	(359)
	(57,002)
	(500)

	
	
	
	
	

	Overdraft at the end of the period
	(99,009)
	(869)
	(40,954)
	(359)


KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME

CASH FLOW STATEMENT (Continued)

For the year ended 31 March 2010
	
	31 March 2010
(114 titles)
	31 March 2010
(per title)
	31 March 2009

(114 titles)
	31 March 2009

(per title)

	Reconciliation of result with net flows from operations
	
	
	
	

	
	
	
	
	

	Net operating profit/(loss) for period
	358,616
	3,146
	(94,701)
	(831)

	(Less)/Plus unrealised net change in value of investment property
	
	
	450,000
	3,947

	Add depreciation
	2,079
	187
	2,970
	26

	
	360,695
	3,164
	358,269
	3,142

	
	
	
	
	

	Plus/(Less) movement in working capital items
	
	
	
	

	
	
	
	
	

	(Increase)/Decrease in operating current assets
	
(148,000)
	
(1,299)
	(61,500)
	(539)

	Increase/(Decrease) in operating current liabilities
	-
	-
	(40,172)
	(352)

	
	(148,000)
	(1,299)
	(101,672)
	(891)

	
	
	
	
	

	Net cash from operating activities
	212,695
	1,865
	256,597
	2,251


KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010
1.
STATEMENT OF ACCOUNTING POLICIES 

Reporting entity

The financial statements presented here are for the Karina Rest Home Proportionate Ownership Scheme (The Scheme) which is managed by Seniorcare Asset Management Limited. In December 2009 the managing company changed its name from Radius Asset Management Limited to Seniorcare Asset Management Limited.
Seniorcare Nominees (Karina) Limited acts as a Nominee and Bare Trustee for investors in the proportionate ownership scheme. Title to the property is held by the Nominee on behalf of each subscriber.

Statutory base

The offer of the proportionate ownership scheme was made in accordance with the Securities Act 1978 and the exemption under the Securities Act (Real Property Proportionate Ownership Schemes) Exemption Notice 1997.

The financial statements have been prepared in accordance with the Financial Reporting Act 1993.

The proportionate ownership scheme is domiciled in New Zealand. The address of its registered office is 29 Heather Street, Parnell, Auckland.

These financial statements have been approved for issue by the Board of Directors on …. 2010. Once issued, the Directors have the power to amend the financial statements, if required.
Basis of Preparation

These financial statements have been prepared in accordance with Generally Accepted Accounting Practice in New Zealand. They comply with the New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) and other applicable Financial Reporting Standards issued and effective as at the time of preparing these statements as applicable to the scheme as a profit-oriented entity. The Scheme is in compliance with International Financial Reporting Standards (IFRS). 

The accounting policies presented below have been applied consistently to all periods presented in these financial statements.

The preparation of financial statements in accordance with NZ IFRS requires management to make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses.  The one area involving a higher degree of judgement where assumptions and estimates are significant to these financial statements is in the valuation of investment properties as set out below.

Measurement base

The accounting principles recognised as appropriate for the measurement and reporting of financial performance and financial position on an historical cost basis modified by the revaluation of the investment property are followed by Karina Rest Home, Proportionate Ownership Scheme.

Specific accounting policies

The following specific accounting policies which materially affect the reporting of financial performance and financial position have been applied.

KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010
1. Revenue recognition

Interest has been recognised in the period to which the income relates. Rental income is recognised over the operating lease period.
2. Investment property
Investment property, which is property held to earn rentals and/or capital appreciation, is stated at its fair value at the balance sheet date. On initial recognition, investment properties are measured at cost, including any directly attributable expenditure. 

After initial recognition, investment property is carried at fair value. Fair value is based on active market prices, adjusted, if necessary, for any difference in the nature, location or condition of the specific asset. Fair value is determined annually at balance date by registered independent valuers, in accordance with guidelines issued by the International Valuation Standards Committee.
The fair value of investment property reflects, among other things, rental income from current leases, significant assumptions about rental income from future leases and future development potential in light of the current market conditions. The fair value also reflects, on a similar basis, any cash outflows that could be expected in respect of the property.  Gains or losses arising from changes in the fair value of investment property are included in profit or loss for the period in which they arise.

3. Goods and services tax (GST)

The Statement of Comprehensive Income and cash flow statement have been prepared so all components are stated exclusive of GST. Receivables in the balance sheet are stated inclusive of GST.
4. Depreciation

Each subscriber is entitled to a depreciation deduction based on their proportionate share of the depreciation of the investment property and depending on their individual circumstances. Accordingly, no allowance has been made for depreciation on the investment property in the Income Statement for the year ended 31 March 2010.  Plant and equipment is depreciated at 30% per annum on a diminishing value basis which is estimated to write off the vehicle over its useful life.
5. Recognition of financial instruments

All financial instruments are recognised at fair value in the balance sheet and include bank balances, receivables, accounts payable and loans.
6. Segment reporting

The scheme operates in one segment being property investment in New Zealand.  Accordingly, there is no requirement to report financial information into further categories by segment, either business or geographical, in these financial statements.

7. Cash and cash equivalents


Cash and cash equivalents comprise cash on hand, cash in banks and investments in money market instruments which are at call and with maturities less than 3 months.
8. Receivables

Receivables are recorded initially at fair value and are subsequently recorded at amortised cost following being assessed regularly for any impairment. 

9. Intangible assets - goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the scheme’s share of identifiable assets of the acquired business at the date of acquisition.  Goodwill on acquisition of the business is an intangible asset and is not amortised.  Instead, goodwill is tested 

KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010
for impairment annually or immediately if events or changes in circumstances indicate that it might be impaired, and it is carried at cost less impairment losses.  
10. Impairment of non financial assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the carrying amount exceeds its recoverable amount.

11. Functional and presentation currency

The financial statements are prepared in New Zealand dollars, which is the scheme’s functional currency.

12. Critical accounting estimates and judgements
The scheme makes estimates and assumptions concerning the future. The resulting accounting estimates will seldom, by definition, equal the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below:

Estimate of Fair Value of Investment Property

At each annual balance date the scheme obtains a valuation of investment property, determined by registered independent valuers, in accordance with the accounting policy.

The best evidence of fair value is current prices in an active market for similar properties. In the absence of such information recent sales prices of similar properties in less active markets are used, with adjustments to reflect any changes in economic conditions since the date of the transactions that occurred at those prices. 

Changes in property market values, including changes arising from alterations to proposed and existing planning rules, may result in the fair values of investment property being different from previous estimates. 
Goodwill
Assessing whether there is any need for an impairment loss for the goodwill is based on estimated future discounted cash flows for the business which is the best assessment at the time but can change depending on actual cash flows.

13. Income tax

No account has been taken for income tax as under the scheme, each subscriber will be assessed individually on their proportionate share of the rent and any other distributions from the scheme. Subscribers are individually responsible for the payment of their taxes.
14. Preliminary and establishment costs

Costs relating to the establishment of the scheme and securing of funding are written off in the first year. 
15. Statement of Cash Flows

The following are the definitions of the terms used in the statement of cash flows:

Operating activities include all transactions and other events that are not investing or financial activities.

Investing activities are those activities relating to the acquisition and disposal of non-current assets, and other investments not included in cash and cash equivalents.
KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010
15. Statement of Cash Flows (continued)
Cash includes coins and notes, demand deposits and other highly liquid investments readily convertible into cash within 3 months and includes at call borrowings such as bank overdrafts used by the Scheme as part of its day-to-day cash management.
16. Standards or interpretations not yet effective

Various standards, amendments and interpretations have been issued by the Accounting Standards Review Board but have not been adopted by Karina Rest Home Proportionate Ownership Scheme as they are not yet effective.

NZ IFRS 9 Phase 1 was issued in November 2009 and is effective for the financial statements issued for the fiscal years beginning on or after 1 January 2013.

The new standard simplifies the classification criteria for financial assets, comparing to the current

requirements of IAS 39, which results in a reduced number of categories of financial assets and some consequential amendments to disclosures required by IAS 1 Presentation of Financial Statements and IFRS 7 Financial Instruments: Disclosures . The Schemes financial assets currently fall into the category of Loan receivables within IAS 39 classification. If IFRS 9 was adopted, these assets would have met the definition of the category of Financial assets measured at amortised cost. However, their measurement and disclosure would not heave been affected. The Scheme would not have any transactions to disclose under the new IAS 1 and IFRS 7 disclosure requirements relating to gain or loss arising on derecognition of financial assets measured at amortised cost.

Other standards, amendments and interpretations to existing standards have been published and are mandatory for the Schemes accounting periods beginning on or after 1 January 2010 or later, but the Scheme has not early adopted them as they are not applicable to the Scheme, or the interpretation of the standards as clarified by amendments was the same as already applied by the Scheme.
Application of these standards, amendments and interpretations is not expected to have a material impact on Karina Rest Home Proportionate Ownership Scheme’s financial position and results in the period of initial application.
KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010
2.
NET SUBSCRIPTIONS



The rights and obligations of Investors, and their relationship between themselves as tenants in common co-owners of the Property, are set out in and governed by the terms of the Scheme Deed. Amongst other things, the Scheme Deed provides that each Proportionate Ownership Scheme (POS) Interest will confer equal rights and obligations on the holder in respect of entitlements to income and capital of the Scheme and each POS Interest will confer on a poll one vote upon the holder in respect of matters on which Investors are entitled to vote. 
The scheme may be terminated if Investors holding 75% or more of POS Interest so resolve at a properly scheduled and constituted meeting pursuant to the Scheme Deed. After the expiry of ten years from commencement of the Scheme, Investors holding a simple majority (i.e. more than 50%) of POS Interests may resolve to terminate the Scheme at a properly scheduled and constituted meeting pursuant to the Scheme Deed.

3.
RETAINED EARNINGS/(ACCUMULATED LOSSES)



	
	31 March 2010
(114 titles)
	31 March 2010
(per title)
	31 March 2009

(114 titles)
	31 March 2009

(per title)

	
	
	
	
	

	Balance at beginning of period
	(328,878)
	(2,885)
	107,372
	942

	Net profit/(loss) for the year
	358,616
	3,146
	(94,701)
	(831)

	Distributions to unit holders
	(263,625)
	(2,313)
	(341,549)
	(2,996)

	Balance at end of period
	(233,887)
	(2,052)
	(328,878)
	(2,885)


4.
INVESTMENT PROPERTY
	Land & buildings at valuation
	31 March 2010
(114 titles)
	31 March 2010
(per title)
	31 March 2009

(114 titles)
	31 March 2009
(per title)

	
	
	
	
	

	Balance at beginning of period
	2,540,000
	22,281
	2,990,000
	26,228

	Unrealised net change in value of investment property – net revaluation increase/(decrease)
	
	
	(450,000)
	(3,947)

	
	2,540,000
	22,281
	2,540,000
	22,281

	Less component classified as goodwill (note 12)
	
810,000
	
7,105
	810,000
	7,105

	Balance at end of period
	1,730,000
	15,176
	1,730,000
	15,176


The valuation of freehold land and buildings is net current market value as determined by independent registered valuers, Jones Lang Lasalle, at 31 March 2010.  Revaluations take place annually.
Notwithstanding that each Investor has a tenancy in common co-owner of the Property, title to the Property is held by the Nominee on behalf of each Investor for that Investor’s proportionate interest in the Scheme. The rights, responsibilities and obligations of the Nominee are recorded in the Custodian Deed.
KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010
5.
PLANT AND EQUIPMENT

	
	31 March

2010

(114 titles)
	31 March 2010

(per title)
	31 March

2009 
(114 titles)
	31 March 2009 
(per title)

	
	
	
	
	

	Motor Vehicle at cost
	11,000
	97
	11,000
	97

	Less Accumulated depreciation
	(6,149)
	(55)
	(4,070)
	(36)

	Balance at end of period
	4,851
	42
	6,930
	61


6.
BANK OVERDRAFT (Secured)

The overdraft is from ASB Bank.  This overdraft is secured by first mortgage over the scheme’s property and by a general security agreement.  Interest is currently 6.25% per annum on an interest only basis. The borrowings to a maximum of $100,000 are on terms of a rolling three year facility with periods extended each year upon review.

8.
FINANCIAL INSTRUMENTS

Managing financial risk

The Scheme’s activities expose it to the financial risks of changes in credit risk and interest rates.

· Interest rate risk

Borrowings at variable interest rates expose the Scheme to interest rate risk.
· Credit risk

In the normal course of business the Scheme incurs credit risk from trade receivables. Regular monitoring of receivables is undertaken to ensure that the credit exposure remains within the Scheme’s normal terms of trade.

· Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities and the availability of funding through an adequate amount of committed credit facilities. The Scheme aims to maintain flexibility in funding by keeping committed credit lines available. 
Credit Risk

The scheme incurs credit risk from financial institutions in the normal course of its business.  The scheme’s cash is placed with high credit quality financial institutions.  Accordingly the scheme has no significant concentration of credit risk, other than the normal risks associated with amounts owing for rent from its investment property. There are no past due or impaired receivables at 31 March 2010 (2009: Nil).
Liquidity Risk
Liquidity risk is the risk that the Scheme may encounter difficulty in raising funds at short notice to meet its commitments as they fall due.  Management maintains sufficient cash and marketable securities and the availability of funding through an adequate amount of committed credit facilities.  

Fair Values

In the opinion of the directors, the carrying amount of current assets, current liabilities and borrowings approximate their fair values. 

KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010
Interest Rate Risk

The scheme’s bank deposits are at floating interest rates and interest rates on current borrowings are at 6.25% per annum.  

Unrecognised Financial Instruments

There are no unrecognised financial instruments, hedges or forward exchange contracts at 31 March 2010 (2009: Nil)
Market Risk

Management is of the opinion that the Scheme’s exposure to market risk at balance date is defined as:

Risk Factor 
Description
Sensitivity
(i) Currency risk
All assets and liabilities are denominated in N Z dollars
Nil

(ii) Interest rate risk
Exposure to changes in Bank interest rates

as below 

(iii) Other price risk
No securities are bought, sold or traded

Nil

A 1% increase or decrease in Bank interest rates will reduce/increase the Profit reported by $254 and reduce/increase equity by the same amount.

9.
COMMITMENTS AND CONTINGENT LIABILITIES

The scheme has no lease or capital commitments and no contingent liabilities at 31 March 2010 (2009: Nil).
There is no contractual obligation to purchase, construct or develop the investment property. There is also no obligation for repairs, maintenance or enhancements of the investment property.

10.  RELATED PARTY TRANSACTIONS

The following related party transactions and balances have occurred during the period:

Rent of $408,000 (31 March 2009 $408,000) is earned from Seniorcare Hospitals Limited, which is a company in which CA Holmes director of the Scheme manager, Seniorcare Asset Management Limited, is a director. At balance date $209,500 was owed for outstanding rentals ( 2009: $61,500).
Management fees of $24,000 (31 March 2009 $24,000) are charged by Seniorcare Asset Management Limited which is a company in which CA Holmes is a director. No amounts were outstanding at balance date ( 2009: Nil).
11.
SEGMENTAL REPORTING

The Scheme operates in the investment property market in New Zealand.

12. INTANGIBLE ASSET – GOODWILL

Included in the purchase price of the property in the 2008 financial year was $810,000 for the value of the business as determined by the independent valuers at the time, Barker & Morse Limited and included in their valuation at the date the investment property was acquired. During the year ended 31 March 2010 there has been no impairment loss recognised.
	
	31 March

2010

(114 titles)
	31 March 2010

(per title)
	31 March

2009 
(114 titles)
	31 March 2009 
(per title)

	
	
	
	
	

	Goodwill at cost
	810,000
	7,105
	810,000
	7,105


KARINA REST HOME PROPORTIONATE OWNERSHIP SCHEME
For the year ended 31 March 2010
Schedule of Taxable Income/(Loss) for the year ended 31 March 2010
	
	31 March 2010
(114 titles)
	31 March 2010
(per title)
	31 March 2009

(114 titles)
	31 March 2009

(per title)

	
	
	
	
	

	Profit/(Loss) before taxation
	358,616
	3,146
	(94,701)
	(831)

	
	
	
	
	

	Tax adjustments:
	
	
	
	

	Add back/(deduct) non deductible/(non assessable) investment property revaluation
	
	
	450,000
	3,947

	Less tax depreciation on building
	(82,119)
	(720)
	(96,852)
	(850)

	
	
	
	
	

	Net taxable income/(loss) for the period
	276,497
	2,426
	258,447
	2,266

	
	
	
	
	

	RWT paid on interest
	-
	-
	49
	1


PAGE  
2

