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Past your campleted form to: Registrar of Retirement Villages, Private Bag 92061, Victoria Street West, Auckiand 1142

Annual return and certificate of registered documents
Sections 13{2) and 16, Retirement Villages Act 2003

Name of village Registration number
Addington Gardens 2595582
Part 1 — Retirement village details
1. Street address of village:
207 Lincoln Road
Addington
Christchurch RELYERE
BLOZ AON L 7
2, Address of registered office of village: ‘
This address must be u physicat oddress in New Zealand and must riot be a post office box or privote bag add(ess, ] 3D044¢, D3aa. . .

Ground Floor
Affinity House

2 Hargreaves Street
St Mary's Bay
Auckland 1011

3. Address for service of village:

M

This address must be a physical oddress in New Zealond and must not be a post office box or private bog oddress.

Ground Floor
Affinity House

2 Hargreaves Street
St Mary's Bay
Auckland 1011

4. Postal address of village:

PO Box 9507
Newmarket
Auckland 1149

5. Email address for village:

6. Telephone number for village:

7. Fax number for village {optionai):




Annual return and certificate of registered documents (continued) Page20f 4

Form RV2
Name of village Registration number
Addington Gardens 2595582
Part 2 — Operator details

1. Name of operator:
Where there is more than 1 operator continue on o separate sheet and attach olf pages to this anoual return.

Oceania Village Company Limited

2. Company or other registration number (if any}):

1664411

3. Nature of operator:
For example — company, natural person

Company

4. Address of registered office of operator:;
This address must be o physical address in New Zealand and must not be a post office box or private bag address.

Ground Floor
Affinity House

2 Hargreaves Straet
St Mary's Bay
Auckiand 1011

5. Address for service of operator:
This address must be o physicol oddress in New Zeoiond and must not be a post office box or private bag address,

Ground Floor
Affinity House

2 Hargreaves Street
St Mary's Bay
Auckland 1011

6. Postal address of operator to which communications from the Registrar may be sent:

PO Box 9507
Newmarket
Auckiand 1149

7. Email address of operator:

8. Telephone number of operator:

9. Fax number of operator {optional):




#

Annual return and certificate of registered documents {continued) Page 30f4
Form RV2

Name of village Registration number

Addington Gardens 2595582

Part 3 — Certificate of registered documents

’ Oceania Village Company Limited

{insert nome of cperator)

certify that

fer: Addington Gardens

{Insert nome of the retirement vifloge)
[/ E Each registered document is correct, current, and not likely to mistead or deceive any resident, intending resident, or the public.

EE Documents to update the registered information are attached to the annual return form.,
= {Form RV3 — Change of circumstances must be completed for material changes).

Signed: (WM\J

Name of signatory: | Anna Thorburn

Dated: 23 ANovemmbe, 2018

Part 4 — Checklist

Use this checklist to ensure you have included all of the information required which wilf speed up registration.

Have you completed?

f / Parts 1, 2 and 3 and have you signed the form {cttoch extra poges if applicabie)

Have you attached?

/ A copy of the audited financial statements that comply with section 358 of the Retirement Villages Act 2003 (the Act) or, as referred

to in section 35F of the Act, the audited financial statements that comply with subpart 3 of Part 7 of the Financial Markets Conduct
Act 2013 or section 55 of the Financial Reporting Act 2013; and

I/ A copy of the audited financial statements which comply with section 35C of the Retirement Villages Act 2003
{where applicoble); and

/ The documents supporting any information on the register that has changed; and

/ A copy of the statutory supervisor’s certification addressed to the Registrar {where applicobie).

Contact details of person completing this form:
Name: Anna Thorburn

Address:

Ground Floor '
Affinity House ‘
2 Hargreaves Street :

StMary's Bay T
Auckland 1011 Fax number {optional):




Level 7, 51 Shorlland Strest PO Box 4197 Auckland 1140 New Zsaland

' Trustees Executors TEL 09308 7100 DDI 09 308 7104 FAX 09 308 7101
Email: susan bingham@trustees.co.nz

9 November 2018

The Registrar of Retirement Villages

¢/- Ministry of Business, lnnovation and Employment
Private Bag 92061

Victoria Street West

AUCKLAND 1142

Dear Sir/Madam

REPORT OF THE STATUTORY SUPERVISOR
OCEANIA VILLAGE COMPANY LIMITED - VILLAGES LISTED IN APPENDIX 1

We act as statutory supervisor of the Villages listed in Appendix 1 pursuant to the Retirement
Villages Act 2003 (Act) and in accordance with a deed dated 8 May 2007 (Deed of Supervision)
between us and Oceania Village Company Limited (Operator).

This report accompanies the Operator's annual return (Annual Return) for the year ended
31 May 2018 and has been prepared by us in accordance with sections 13(3)(c) and 42(c) of
the Act, for the period the subject of the Annual Return.

Pursuant to section 13(3)(c) of the Act, we certify that:

The Operator has supplied to us a copy of its audited financial statements for the year
ended 31 May 2018 being statements that, in our opinion, comply with the Act. The
financial statements for the Operator and the financial statements for the Villages are
identical.

The information contained in the Annual Return is, to the best of our knowledge and
belief, accurate.

Pursuant to section 42(c} of the Act, we report that:

In the performance of our duties as statutory supervisor of the Villages, we have:

oprovided a stakeholder facility for intending residents and residents of the Village who
pay deposits or progress payments in respect of occupation right agreements or
incomplete residential units or facilities at the Villages (if any};

o monitored the financial position of the Operator;

oreported to the residents of the Villages on the performance of our duties and the
exercise of our powers; and

operformed any other duties imposed on us by the Act, the regulations made under the
Act and the Deed of Supervision.

We have not found it necessary to exercise any of the powers conferred on us as
statutory supervisor of the Villages pursuant to section 43(1) of the Act.

We have not issued any directions prohibiting the publication or distribution of any
advertisement.



This certification and report has been provided on the basis that, subject to the duties imposed
on us as statutory supervisor of the Villages by the Act, the regulations made under the Act and
the Deed of Supervision, in performing our duties we have relied on the information,
explanations and confirmations supplied to us by the Operator and the auditor of the Operator
and we have not carried out independent checks of the same.

The Operator has provided us with the independent audit report as required by the Deed of
Supervision. That report does not raise any matters of concern, although we note that it is
addressed solely to the Operator for the benefit of the Operator.

Yours sincerely
TRUSTEES EXECUTORS LIMITED

Susan Bingham
Client Manager
CORPORATE TRUSTEE SERVICES

cc: Anna Thorbum, General Counsel, Oceania Healthcare



Appendix 1

The Villages of which Oceanla Village Company Limited Is the operator and Trustees
Executors Limited is the Statutory Supervisor:

. Addington Lifestyle Care, Christchurch

. Atawhai Lifestyle Care & Village, Napier

. Dunblane Lifestyle Care & Village, Gisborne (resigned 27 September 2018)
J Eden Lifestyle Care & Village, Auckland

. Elmwood Lifestyle Care & Village, Auckland

. Eversley Lifestyle Care & Village, Hastings

J Green Gables Lifestyle Care & Village, Nelson

J Heretaunga Lifestyle Care & Village, Upper Hutt

U Hutt Gables Village, Upper Hutt

] Lady Allum Lifestyle Care & Village, Auckiand

. Marina Cove Village, Picton

. Meadowbank Lifestyle Care & Village, Auckland

. Redwood Lifestyle Care and Village, Blenheim

. St Johns Village, Auckland

. Totara Park Village, Warkworth

. The Bayview, Tauranga (previously Melrose Lifestyle Care and Village)
. Trevellyn Lifestyle Care & Village, Hamilton

. Windermere Lifestyle Care & Village, Christchurch
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Oceania Village Company Limited

Directors’ Report
31 May 2018

The Board has pleasure in presenling the audited financial statements of Qceania Village Company
Limited (the “Company”), incorporating the financial statements and the independent auditor’s report,
for the year ended 31 May 2018.

With the unanimous agreement of all shareholders, the Company has taken advantage of the reporting
concessions available to it under section 211(3) of the Companies Act 1993.

The Board of Direclors of the Company authorised these financial statements for issue on 31 August
2018.

For and on behalf of the Board

Earl Gasparich

Director

Matthew Ward

Director

Oceania Village Company



Oceania Village Company Limited

Statement of Comprehensive Income

For the Year Ended 31 May 2018

Deferred management fee

Village service fees

Rental Income

Changa in fair value of investment property
Other income

Total income

Employee benefits

Finance costs

Rental expense relating to leased investment propecty
Other expenses

Total expenses

Profit before Income tax
Taxation (benefit) / expense

Profit for the year

Other comprehensive income
Other comprehensiva income
Other comprehensive income for the year net of tax

Total comprehensive income for the year attributable
to shareholders of the parent

May-18 May-17

$'000 $'000

18,747 16,330

5,341 5,260

22,805 29,341

68,464 65,627

1,582 805

2.4 116,940 117,463
3,000 2,527

- 20835

7,790 -

8,332 9,182

22 19,122 14,544
97,818 102,919

5.1 (2,638) 26,628
100,453 77,291

100,453 77,291

The above Statement of Comprehensive Income should be read in conjunction with the accompanying

notes.

Oceania Village Company
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Oceania Village Company Limited

Balance Sheet
As at 31 May 2018

Assets

Cash and cash equivalents
Trade and other receivablas
Assets held for sale
Invesiment property

Total asgets

Liabilities

Trade and other payables

Related party payables

Deferred management fee

Refundable occupation right agreements
Deferred tax liabllities

Total liabilities
Net assats

Equity
Contributed equity
Retained earnings
Total equity

The above Balance Shest should be read in conjunction with the accompanying noles.

Notes

5.2
3.1
3.1

53
5.4
3.2
3.2
5.1

4.

May-18 May-17
$'000 $'000
5,188 553

21,374 1,608
18,909 .
1,044,746 864,337
1,090,217 866,498
17,017 8,138
92,277 52,953
24,923 19,534
358,213 282,904
26,440 29,075
515,870 392,604
574,347 473,894
574,347 473,894
574,347 473,894

Oceania Village Company

pwe



Oceania Village Company Limited

Statement of Changes in Equity
For the Year Ended 31 May 2018

Contributed Retained Total Equity
Equity Earnings

Notes $'000 $'000 $'000
Balance as at 31 May 2016 - 396,603 396,603
Profit for the year - 77,291 77,291
Total comprehensive income - 77,291 77,201
Balance as at 31 May 2017 - 473,894 473,804
Profit for the year - 100,453 96,828
Total comprehensive income - 100,463 948,828
Balance as at 31 May 2018 - 574,347 §70,722

The sbove Statement of Changes in Equity should be read in conjunction with the accompanying notes.

Oceania Village Company
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Oceania Village Company Limited

Cash Flow Statement
For the Year Ended 31 May 2018

Cash flows from operating activities

Recelpts from residents for membership fees and village fees
Payments to suppliers and employees

Receipts from new occupation right agreements

Payments for outgoing occupation right agreements

Interest paid

Net cash inflow from operating activities

Cash flows from investing activities

Payments for improvaements to investment property
Proceeds from sale of Investment property

Net cash outflow from investing activities

Cash Flows from finanecing activities
Payments from related parties
Net cash outflow from financing activities

Not increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at end of year

Reconciliation of Profit after Income Tax to Net Cash Inflow from Operating Activities

Profit after tax for the year

Non cash items

Deferred management fee accrued but not seftled

Non cash rental income

Falr value adjustment to investment property

Fair value movement of residents’ share of resale gains
Loss on disposal of investment property

Movement in deferred tax

Other non cash items

Movement in cash items
Receipts from new occupation rights egreements
Payments for outgoing occupation rights agreements

Increase in operating assets and liabilities
Increase in trade and other receivables
Increase in trade and other pavables

Net cash inflow from operating activities

May-18 May-17
$'000 $'000
6,025 7,129
(9,961} (4,618)
113,517 68,763
{35421) {30,894)
- {(2.835)
74,160 37,547
(128,747 (77.612)
161 -
(128,586) (77,612)
58,061 40,491
59,061 40,491
4,635 426
563 127
5,188 553
May-18 May-17
$'000 $°'000
100,453 77,291
(18,747)  {16,330)
(21,702) (28,141)
(68,464)  (65,627)
{26) 2,207
12 -
(2,635) 25,628
(264) 7)
(111,826) (82,270)
113,517 68,763
(35421)  (30,894)

78,096 37,869

(1,871) (238)
9,308 4,895

74,160 37,547

The above Cash Flow Statement should be read in conjunction with the accompanying notes.

Qceania Village Company
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Oceania Village Company Limited

Notes to the Financial Statements

For the Year Ended 31 May 2018

1. General Information
1.1. Basis of Preparation
) Entities Reporting

The financial statements of the Company are for Oceania Village Company Limited as a separate legal
entity.

The Company owns and operates various retirement villages around New Zealand. The Company's
registered office is Affinity House, 2 Hargreaves Street, St Mary's Bay, Aackiand, 1011, New Zealand.

The Company is designated as a profil oriented entily for financial reporting purposes.

(1] Statutory Base

Qceania Viilage Company Limited is a limited liability company which is domiciled and incorporated in
New Zealand. It is registered under the Companies Act 1993.

The financial statements have been prepared in accordance with New Zealand Generally Accepted
Accounting Practice ("NZ CAAP"). They comply with New Zealand Equivalents to International
Financial Reporting Standards (“NZ IFRS"), International Financial Reporting Standards (IFRS) and
other applicable New Zealand Financial Reporting Standards, as appropriate for for-profit entities.

The financial statements have been prepared in accordance with the requirements of the Companies
Act 1993. The Balance Sheet has been prepared using a liquidity format.

These financial statements have been prepared on a going concern basis,

()] Measurement Basis

These financial statements have been prepared under the historical cost convention, as modified by
ihe revaluation of certain assets and liabilities, including investment properties.

QOceania Village Company
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Oceania Village Company Limited
Notes to the Financial Statements

For the Year Ended 31 May 2018

1. General Information (continued)
1.1. Basis of Preparation (continued)

{iv) Key Estimates and Judgements

The preparation of financial statements in conformity with NZ IFRS requires the use of certain critical
accounting estimates. it also requires management to exercise their judgement in the process of
applying the Company's accounting policles.

The Company makes estimates and assumptions conceming the future. The resulting accounting
estimates will, by definition, seldom equal the related actual rasulls, Estimates and judgements are
continually evaluated and are based on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the circumstances.

The areas involving a higher degree of judgement or camplexity, or areas where assumptions and
estimates are significant to the financial statements are disclosed in the following notes:

- Fair value of Investment praperty (note 3.1)
- Revenue recognition of deferred management fees (note 3.2)
- Recognition of deferred tax (note 5.1)

1.2. Accounting Policies

Accounting policies that summarise the measurement basis used and which are relevant to
understanding the financial statements are provided throughout the notes to these financial statements.

Other relevant policies are provided as follows:
(i) Presentation Currency

These financial siatements are presented in New Zealand Dollars which is the Company's presentation
and functional currency. The financial statements are presented in round thousands,

(i} Goods and Services Tax (“GST"}
The Statement of Comprehensive Income and Cash Flow Statements have been prepared so that all

components are stated exclusive of GST. All ftems in the Balance Sheet are stated net of GST, with
the exception of receivables and payabies, which include GST invoiced.

QOceania Village Company
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Oceania Village Company Limited
Notes to the Financlal Statements
For the Year Ended 31 May 2018

1. General Information (continued)
1.2. Accounting Policies (continued)

(iH) Comparative Information

Where a change has been made fo the presentation of the financial statements to that used in prior
periods, comparative figures have been restated accordingly.

A change in presentation has baen made to the income tax note to separately disclose the
reconciliation of current tax and deferred tax to provide clearer disclosure to the reader. Refer io note
51.

A change has also been made to the treatment of chattel and motor vehicle finance leases entered
into by the parent company on behalf of Oceania Village Company Limiled. Previously these wera
viewed as finance leases within the Company’s financial statements. The associated transactions are
more appropriately treated as a related party transaction as the legal obligation resides with the
Parent entity. Amendments to related disclosures have been made throughout.

(iv) Measurement of Falr Value

The Company classifies its fair value measurement using the fair value hierarchy that reflects the
significance of the inputs used in making the measurements. The fair value hierarchy has the following
levels.

Level 1: Quoted prices (uUnadjusted) in active markets for the identical assets or lisbilities.

Level 2: Inputs other than quoied prices included within Level 1 that are observable for the
assot or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Inputs for the asset or ligbility that are not based on observable market data
{unobservable inputs).

The carrying amount of all financlal assets and fiabilities is considered to approximate to their fair value.

Oceania Village Company
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Oceania Village Company Limited

Notes to the Financial Statements
For the Year Ended 31 May 2018

2. Operating Performance
2.1. Operating Revenue

Accounting Policy
Revenue is recognised to the extent that it is probable that future economic henefits will flow fo the
Company and the amount can be measured reliably.

Deferred Management Fees
Deferred management fees ("DMF") are payable by residents of the Company's units, apartments and
care suites under the terms of their occupation right agreement ("ORA") or unit title rights.

Management fees are typically payable up to a maximum percentage of a residen{'s occupation licence
or unit title rights deposit for the right to share in the use and enjoyment of common facllities.

The timing of the recognition of deferred management fees is a critical accounting estimate and
judgement. The deferred management fee is recognised on a straight-line basis over the greater of the
term specified in a resident’s ORA or the average expected occupancy for the relevant accommodation.
This has been assessed as 7 years for units, § years for apartments and 3 years for care suites from
the date of occupation. Estimates applied for deferred management fee tenure are reviewed
periodically. Where a ¢hange in eslimate is required it is the Company's policy to recognise the
aggregate impact of this changs in the period in which the change in estimate occurs.

Deferred management fees are recognised with respect {o the leased site as per note 3.1.

Village Service Fees
Village service fees are charged to residenis to recover village operating costs. These fees are
recognised as revenue when the associated services are provided to residents.

Rental income

Rental income is recognised on an accruals basis in accordance with the substance of the relevant
agreements. This includes $21.7m (2017: $28.1m) in refation to rental income from related parties, see
nole 5.4. The 2018 rental income from refated parties reflects the lease terms in place between Oceanda
Care Company and the Company. These are reviewed every two years.

Oceania Village Company
11
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Oceania Village Company Limited
Notes to the Financial Statements
For the Year Ended 31 May 2018

2.1, Operating Revenue (continued)

Other Income
Qther income includes income derived from additional services provided to rasidents such as meals

and laundry.

May-18 May-17
$°000 $'000
Defarred management fees 18,747 16,330
Village service fees 5,341 5,260
Rental income 22,805 29,341
Change In fair vatue of investment property 68,464 66,627

Othar income
Resident's ghare of capital gains 26 -
Gain on sale of fixed assets 61 .
Other income 1,495 805
1,582 905
116,940 117,463

2.2. Expenses

Accounting Policy
All operating expenses are recognised on an accrual basis.

May-18  May-17

$'000 $'000
Profit before income tax includes the following specific expenses:
Employse benefits
Wages and salaries? 3,000 2,527
3,000 2,627
Interest on finance lease - 2,835
Rental expense relating o leased invesiment property 7,790 -
Audifor’s remuneration
Audit of financial statements 2 51 49
Residents’ share of resale gains 3 - 2,207
Repairs and maintenance of investment property 933 714
Other expenses (no item of individual significance) 7,348 6,212
8,332 9,182
Total expenses 19,122 14,544

' Wages and salaries include staff related costs such as slaff raining, uniforms and recruitmant.
2 Auditor’s remuneration costs are incurred by Oceania Healtheare Limited and on-charged to Oceania Village Company Limited.
? Restdents’ share of resate gains have heen vekied by CBRE Limited, refer note 3.1

QOceania Village Company
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Oceania Village Company Limited
Notes to the Financial Statements
For the Year Ended 31 May 2018

3. Property Assets
3.1 Investment Property

Accounting Policy

Investment property includes freehold land and buildings and land and buildings under development,
comprising of: care facllities, including care suites occupied under an ORA, and retirement village
properties including Independent units, serviced apartments and common facllities, provided for use by
residents under the terms of an ORA. Investment property is held for long-term yields and is not
occupied by the Company and is held at fair value.

May-18 May-17

$'000 $000
Completed retirement village property at fair value
Opening balance 531,470 447,501
Transfer from retirement village property under development 56,970 14,915
Transfer to care facilities (18,68¢€) (2,981)
Transier {0 held for sale {2,338) -
Capitalised subsequent expenditure 14,132 18,429
Capltalised interest and line fees 1,646 231
Disposals - M
Change in fair valtie during the year 64,103 53,376
Closing halance 647,297 631,470
Retirament village property under development at fair value
Opening balance 79,488 48,313
Capitalised subsequent expenditure 83,258 29,131
Capitalised interest and line fees 1,070 230
Transfer to completed retirement village (56,970} (14,815)
Transfer (o) / from care facilities {2,801) 12,944
Disposals (s57) -
Change in fair value during the year 4,217 3,785
Ciosing balance 108,208 79,488
Care facifities at fair value
Opening balance 263,379 239,266
Capitalised subseguent expenditure 30,190 16,563
Capitalised interest and line fees 626 58
Transfer from competed retiremant village 18,686 2,981
Transfer from / (to) retirement village property under development 2,801 - (12,944)
Transfer to held for sale (16,571) -
Disposals {13) -
Change in fair vaiue during the year 145 8,466
Closing balance 289,243 283,379
Total investment property 1,044,746 864,337

Oceania Village Company
13



Oceania Village Company Limited

Notes to the Financial Statements

For the Year Ended 31 May 2018

3.1 Investment Property (continued)

Valuation Process and Key Inputs
Completed Retirement Village Property
The fair value of completed retirement village properiy is calculated every six months by CBRE Limited.

The Company's interest in all completed retirament villages was valued on 30 April 2018 by CBRE
Limited (2017: 31 May 2017 by CBRE Limited), at a total of $332.1m (2017: $252.6m). CBRE Limited
is an Independent registered valuer and associate of the New Zealand Institute of Valuers and is
appropriately qualified with experience of veluing retirement village properties in New Zealand.

The CBRE Limited valuation has been adjusted by management for the impact of any sale, resale and
repurchase of ORA’s between 1 May 2018 and 31 May 2018 fo arrive at the fair value of completed
invastment properties at 31 May 2018. The CBRE Limited valuation has been adjusted downward by
management by $20.0m to reflect, amongst other things, the sale of unsold stock during the month of
May 2018 to arrive at a 31 May 2018 valuation (2017: nil adjustment). This is a change feom prior
periods where the independent valuation was undertaken as at 31 May.

The fair value of comgpleled retirement villages is based on an industry accepted valuation model appiied
to the expected future cash flows to derive a net present value.

The valuation calculates the expected cash flows for a projected sequence of sales basad on recycle
profiting using a Monte Carlo simulation and a stabilised occupancy term for residents. The analysis
includes significant unobservable inputs used to determine the fair value, as disclosed below.

The CBRE Limited valuation is reviewed by management for accuracy of inputs and reasonableness of
assumptions.

The valuation of investment property is adjusted for cashflows relating to refundable occupation licence
paymentls, residents’ share of resale gains and management fee receivable recognised separately on
the Balance Shest and also reflected in the valuation model. Refer below for a receonciliation.

Retirament Village Property under Development

All land classified as retirement village property under development was valued on 30 April 2018 by
CBRE Limited (2017: 31 May 2017 by C8RE Limited). Management does not envisage a material
movement in the land value bstween 30 April 2018 and 31 May 2018 and therefore no adjustment is
made to this value. Any costs incurred to 31 May 2018 on the developments are included in amiving at
the 31 May 2018 fair value.

The Company has applied the following methodology in relation to the measurement of investment
propesrty under development:

QOceania Village Company
14
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Oceania Village Company Limited
Notes to the Financial Statements
For the Year Ended 31 May 2018

3.1. Investment Property (continued)

Praclical completion rot achieved
Where the development still requires subsiantial work such that practicat completion is not going to be

achieved, and a reliable estimate of fair value cannot be made, at or close to balance date, the fair
value recognised is the fair value of the development land per CBRE Limited valuation plus the cost of
any work in progress. An amount of $31.1m in relation to work in progress as at 31 May 2018 {2017;
$32.2m) has besn recognised in relation to these development sites.

Where an individual development is of both retirement village and care facility in nature, the fair value
of land and work in progress is apportioned between retirement village under development and care
facility under development, by applying the estimated gross floor area for these respective areas of the
development based on information obtained from the project quantity surveyors at the planning and
design stages.

Practical compietion achieved
Where a development is practically compleled, or likely to be completed at, or close ta, balance date

the development is measured at its completed fair value as determined by CBRE Limited with an
adjustment made for any estimated costs, in accordance with the project budget, to be incurred (o
complete the development and the revalued property is then transferred to completed investment
property.

Care Facilities at Fair Value (including under Development)

Care faciliies comprise land and buildings occupied and operated by Oceania Care Company Limited,
a sister company, for the provision of care services. Tha fair value of care facilities includes certain
care sulfes and land and buildings under development. Following initial recognilion at cost, care
facilities are held at fair value.

independent valuation reports are obtained for completed care facilities every two years, unless there
is sustained market evidence of a significant change in fair value. Based on information available, the
Directors have determined that there has been no material valuation movement in the period from 31
May 2017 to 31 May 2018 with respect to care facilities with the exception of the newly completed care
suites at the Meadowbank facility. No external valuation has been sought in refation to the 31 May
2018 balance date except as it relates to the construction of care suites at Meadowbank. CBRE Limited
have valued the care suites at the Meadowbank facility as at 30 April 2018. This valuation has been
adjusted by management for the impact of sales of ORA's between 1 May 2018 and 31 May 2018 to
arrive at the fair value of the completad Meadowbank facility. In arriving at the fair value of care facilities
as at 31 May 2018, the 31 May 2017 carrying amounts have been adjusted for the cost of any additions
or work in progress incuired since 1 June 2017.

The Company's land under development was revalued on 30 April 2018 (2017: 31 May 2017) by
independent registered valuers CBRE Limited. CBRE Limited are appropriately qualified valuers with
experience of valuing residential aged care and retirement village properties in New Zealand. This has
been adjusted for any costs incurred to 31 May 2018 on the developments in arriving at the 31 May
2018 fair value.

Oceania Village Company
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Oceania Village Company Limited
Notes to the Financial Statements
For the Year Ended 31 May 2018

3.1. Investment Property (continued)

Property Spacific Assumptions
Seismic and Weather Tightness Assessments

The CBRE Limited valuation, and accordingly the fair value of investment property, incorporates an
allowance in refation to remediation to properties where seismic strength testing has been carried out
in prior years. The May 2017 valuation incorporated the estimated costs to address weather tightness
at certain sites based on estimales provided in bullding condition reports completed by CoveKinloch
New Zealand Limited in February 2017. Based on further investigation and updated project budgsts
the estimated remediation costs have reduced by $2.8m since 31 May 2017. Further, remediation costs
totalling $3.9m (2017: $1.6m) have been incurrad in the 2018 financial year. The forecast cost, as at
31 May 2018, to complete the remediation is $0.8m.

Land Acquisitions

Acqulsitions of land are recognised as retirement village under development at the point that the sale
and purchase agreement is unconditional and risks, rewards and control have effectively passed to the
Company. As at 31 May 2018, $10.7m (2017: nil) has been recognised with respect to three parcels
of land which the Company has under agreement that were unconditional as at 31 May 2018. Deposits
of $3.7m have been paid as at 31 May 2018 and a payable of $7.0m with respect to these parcels of
land has been inciuded in trade and other payables (see note 5.3). Per note 5.8, the final payment was
made in respect to these properties in June and July 2018.

Lease of investment Property

The Company leases one site, Everil Orr, which meets the definition of retirement village investment
property. The facility comprises both apartments and common facilities provided for use by residents
under the terms of an ORA,  Payments to the lessor under this lease are made as ORA’s are sold.
Subsequent cash flows upon the sale and resale of the units are shared between the lessor and the
Company.

Due {o the variability of these payments both the right to use asset and the coiresponding lease liability
were initially recognised at nil value. Rental payments are racognised as a rental expense through the
Statement of Comprehensive Income as incurred (note 2.2). The right to use asset is held at fair value
in accordance with NZ 1AS 40 Investment Property and has been valued by CBRE Limited at 30 April
2018. The valuation has been adjusted by management for the impact of any sale of ORA’s between
1 May 2018 and 31 May 2018 to arrive at the fair value as at 31 May 2018 and any changes in fair value
are taken to the Statement of Comprehensive Income.

The carrying value of the right to use asset as at 31 May 2018 in respect of this leased site is $7.7m
(2017: nil} and is inciuded as completed retirement village above.

Key Accounting Estimates and Judgements

All investment properties have been determined to be Level 3 (2017: Level 3) in the fair value hierarchy
as the fair value is determined using inputs that are unchservable.

Oceania \illage Company
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Oceania Village

Company Limited

Notes to the Financial Statements
For the Year Ended 31 May 2018

3.1. Investment Property (continued)

Sensitivity

The significant unobservable inpuis used in the falr value measurement of the Company's portfolio of
completad retirement village property are the discount rate and property price growth rate. The following
assumptions have been used to dstermine fair value:

Significant Input

Discount rate

Property price growth
rate (ingoing price)

Property price growth
rate (ingoing price)

Stabilised Occupancy
Period

Description

The pre-tax discount rate

Anticipated annual property price
growth over the cash flow period
0-4 yaars

Anticipated annual property price
growth over the cash flow period
&+ years

Completed Retirement Village Property Seusitivity

2018 2017

14.0% - 22.0% 14.0% - 22.0%
(median: 15.0%) (median: 15.0%)
0.0% - 3.0% 0.0% - 3.0%

2.5% - 3.5% 2.5% -3.5%

3.1yrs — 8.4yrs
(median: 7.2yrs}

3.4yrs - 8.4yrs
(median: 7.2yrs)

At31May 2018 "Adopted | Discount | Discount
Lo Value Rate | ~ . Rate
o $000 | +0.5% | . -0.5%
R | $000 | - $'000
Completed Investment Property e
Valuation T — 312,049
Difference $'000 (11,103} 11,886 15,602 | (14,978)
Diflerence % {3.6%} 3.8% 5.0% (4.8%)
Complsted Retirament Village Property Sensitivity
At31May2017 Adontad | Discount | Discount | Property | Property.
AN ATRENE “'Value Re Growth | Growth’
'$'000 | ) . Rate’
comp_ gd_ _‘vegt_mje‘,nt Property s 0.
Valaation | 252,646
Difference $'000 {8,71B) 9,285 11,874 | (13,390)
Difference % {3.5%) 3.7% 4.7% {5.3%}
Cceania Village Company
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Oceania Village Company Limited

Notes to the Financial Statements
For the Year Ended 31 May 2018

3.1. Investment Property {continued)

Care Facility Sensitivity

“--Adopted | - Capitalisation |
-~ Valwe | 'te*sobp;
A N P $000 . $'000
Freehold land and bulldings
{excluding properly under development)
Valuation 244,821
Difference $ (13,465) 14,869
Difference % (5.6%) 6.0%
Care Facility Sensitivity
At M,ay'zo"l? - - Adopted |. "‘.Capital!satlon
S j. © - Value v 30 )
ld Lai‘id and o8 : $’0002
_property underdcvgl_lmeng I
Valuation 225 514
Difference $ {12,403) 13,521
Difference % {5.5%) 6.0%

A significant increase/ (decrease) in the occupancy period would result in a significantly lower/ (higher)

fair value measurement.

A significant increase/ (decrease) in the ingoing price would result in a significantly higher/ (lower) fair

valug measurement.

Other Relevant Information

The valuation of investment property relating to occupation right agreements is adjusted for cashfiows
relating to refundable occupation right payments, residents’ share of resale gains and management fee
receivables recognised separately on the Balance Sheet. A reconciliation between the valuafion and
the amount recognised on the Balance Sheet as invastment property is as follows:

Oceania Village Company
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Oceania Village Company Limited
Notes to the Financial Statements

For the Year Ended 31 May 2018

3.1. Investment Property (continued)

May-18 May-17
$'000 $'000
Completed retirement village property
Valuation 312,049 252,646
Pius: Refundable occupation licence payments 383,323 315,425
Plus: Residents’ share of resale gains 7,562 9,770
Less: Management fee receivable {52,665) (46,150)
l.ess: Resident obligations for units not included in valuation {2,972) (221)
647,297 531,470
Retirement villages under development at fair value
Valuation 108,206 79,488
108,206 79,488
Care facilities (including under development)
Valuation 289,243 253,379
289,243 263,379
Total investment property at fair value 1,044,746 884,337

Where an incoming resident has an unconditional ORA in respect of a retirement village unit and the
corresponding outgoing resident for that same accommodation has not yet been refunded, the CBRE
Limited valuation is adjusted for the incoming resident balances only. An adjustment of $3.0m (2017:
$0.2m) Is included in the above reconciliation to reflect this.

Assets Held for Sale
Assets are classified as held for sale when their carrying amount is to be recovered principally through
a sale transaction and a sale is considered highly probable. They are carried at fair value.

As at 31 May 2018, five facilities met the definition of held for sale. These facilities have been
reclassified for reporting purposes and are held on the Balance Sheet at current valuation,

May-18 May-17

$000 $000
Opening Bealance - -
Reclassification from Completed Retirement Villages 2,338 -
Reclassification from Care Facilities 16,571 -
Clasing Balance 18,909 -

A conditional sale and purchase agreement in respect of these five sites was entered into on 5 July
2018. Refer to note 5.8 for further details.

Oceania Village Company
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Oceania Village Company Limited

Notes to the Financial Statements
For the Year Ended 31 May 2018

3.2. Refundable Occupation Right Agreements

Accounting Policy

A new resident is charged a refundable occupation licence payment In consideration for the right fo
occupy one of the Company's units, apartments or care sultes. On termination of the ORA the licence
payment is repaid to the exiting resident. The Company has a legal right to set-off any amounts owing
to the Company by a resident against that resident's licence payment. Such amounts include deferred
management feaes, recovery of village operating costs and recovery of outstanding obligations to the
village.

An amount equal to a capped percentage of the licence payment is charged by the Company as a
management fee for the right to use and enjoy the common areas of the village. The deferred
managemaent fee is payable by the resident on termination of the ORA.

The management fee receivable is recognised in accordance with the terms of the resident's ORA.

The deferred management fee reprasents the difference betwsen the management fees receivable
under the ORA and the portion of the management fee accrued which is recognised on a straight-line
basls over the greater of the tarm spacified in a resident’s ORA or the average expected occupancy for
the relevant accommodation i.e. 7 years for units, S years for apartments and 3 years for care suites
{2017 Tyrs, 5yrs, 3yis).

The management fee recognised in the Statement of Comprehensive Income represents income
earned in line with the average expected occupancy i.e. the net of the management fee receivable and
the deferred management fee for the period.

Included in the obligation to residents is an estimate of the amount expected to be paid to those
residents whose occupation licence or unit title right allows them to participate in the resale gain of the
unit or apartment they occupy. The resident’s share of capital gains was determined on 30 April 2018
(2017: 31 May 2017) by Independent registered valuers CBRE Limited. CBRE Limited are appropriately
qualifled valuers with experience of valuing residential aged care and refirement village properties in
New Zeafand. This has been adjusted for any settlements made during May 2018.

As the refundable occupation licence payment is repayable (o the resident upon termination (subject to
a new ORA being issued to an incoming resident), the fair value Is equal to the faca vaiue, being the
amount that can be demanded.

Oceania Village Compeany
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Oceania Village Company Limited
Notes to the Financial Statements
For the Year Ended 31 May 2018

3.2. Refundable Occupation Right Agreements (continued)

Village

Refundabie occupation licence payments
Residents’ share of resale gains

Less: Management fee receivable

Care suites

Refundable occupation licence payments
Accommodation rebate

Less: Management fee receivable

Held for sale

Refundabie occupation licence payments
Residents’ share of resale gains

Less: Management fee receivable

Total refundable occupation rights agreements

May-18 May-17
$'000 $000
383,323 315,425
7,562 9,770
{72,269) {64,856)
318,616 260,339
47,734 28,285
825 575
{10,763) (6,295)
37,796 22,565
2,108 -
20 -

(327) -
4,801 -
358,213 282,904

Reconciliation of Management Fees recognised under NZ JFRS and per ORA

Village
Management fee racsivable (per contract)
Deferred management fee

Management fee receivable {per NZ IFRS)

Care suites
Management fee receivable (per contract)
Deferred management fee

Management fee receivable (per NZ IFRS)

May-18 May-17
$'000 $'000
{72,269) (64,856)
19,604 18,708
{52,665) (46,150)
(10,763) {6,295)
2,222 828
{8,541) {5,467)

Cceania Village Company

21



Oceania Village Company Limited

Notes to the Financial Statements

For the Year Ended 31 May 2018

3.2. Refundable Occupation Right Agreements (continued)

Held for Sale

Management fee receivable {per contract) {327) -

Deferred management tee 97 -

Management fea receivable (per IFRS) (230) -
Expected Maturity

Although the occupation licence payments are refundable to the residents on vacating the unit,
apariment or care suite or on termination of the licence to occupy or unit title right (subject to new
licences or unit title rights being Issued) average occupancy is estimated ta be 7 years for units, 5 years
for apartments and 3 years for care suites based on observed tenure at the Company's villages. It is
therefore not expected that the full obligation to residents will fall due within one year.

Based on past experience the expected maturity of the net obligation to residents is as follows:

May-18 May-17

$°000 $'000

Within 12 months 34,030 26,876
Beyond 12 months from Balance Sheet date 324,183 256,028
Total refundable occupation right agreements 358,213 282,904

4. Shareholders’ Equity and Funding
4.1. Contributed Equity

Accounting Policy
Ordinary shares are classified as equity. Incremental costs directly aliributable to the issue of new
shares or options ara shown in equity as a deduction, net of tax, from the proceeds,

May-18 May-17 May-18  May-17
Shares Shares $ 3
Share capital
Authorised, issued and fully paid up capital 100 100 100 100
Total contributed equity 100 100 100 100
Movements
Opening balance of ordinary shares issued 100 100 100 100
Issues of ordinary shares during the year - - - -
Closing balance of ordinary shares [ssued 100 100 100 100

Nane of the above shares are held by the Company.
All ardinary shares are authorised and rank equally with one vote attached to sach fully paid ordinary
share. The shares have no par value.

Qceania Village Company
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Oceania Village Company Limited
Notes to the Financial Statements
For the Year Ended 31 May 2018

5. Other Disclosures
5.1 Income Tax (continued)

Accounting Policy
The tax expense or benefit for the year comprises current and deferred tax. Tax is recognised in the
calculation of profit for the year in the Statement of Comprehensive Income.

The current income tax charge is calculated on the basis of {he tax laws enacted at the year end. The
Directors periodically evaluate positions taken in tax returns with respect to situations in which
applicable tax reguletion is subject to interpretation.

Deferred income {ax is recognised, using the liability method, on temporary differences arising between
the tax base of assefs and liabilities and their carrying amounts in the financial statements. However,
the deferred income tax is not accounted far if it arises from initial recognition of an asset or liability in
a transaction other than a business combination that at the time of the iransaction affecis neither
accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantially enacted by the Balance Sheet date and are expected to apply when
the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.
May-18 May-17

$'000 $'000
Income tax (benefit) / expense
Current tax - -
Deferred tax {2,635) 25,628

(2,635) 25,628

Taxation expense is calculated as follows:

Profit before income tax 97,818 102,219
Tax at the New Zealand {ax rate of 28% 26,374 28,817
Adjusted by the tax sffect of:
(Non-assessahle income) / non-deductible expenditure {5} 181
Non assessable revaluation of investment property {17,960)  (18,375)
Taxable depreciation {2,478) (2,501)
Adjustment for iming difference of provisions {282) 205
Losses utllised {6,664) {8,327)
Current tax expense - -
Impact of change to held for use for investmant property . 286,189
Impact of movements in Investment property (3,253) 837
Other adjustments 268 (1,887)
Prior period adjustments 197 53¢
Losses utilised / (recognised) 153 {47)
Deferred tax expense (2,635) 25,628
Income tax expense (2,638) 25,628
Oceania Village Company
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Oceania Village Company Limited

Notes to the Financial Statements

For the Year Ended 31 May 2018

6.1 Income Tax (continued)

Movement in the deferred tax balance:

Balance Recognised in Balance
1 June 2017 Staternent of 31 May 2018

Comprehensive

Income
$'000 $'000 $'a00
Investment property (30,999) 2,910 {28,089)
Provisions and other assets / liabilities 1,924 {275) 1,649
Deferred tax liabilities (29,075) 2,635 (26,440)
Balance Recognised in Balance
1 June 2018 Statement of 31 May 2017

Comprehensive

Income
$'000 $000 $°000
Investment property {3,485) (27,514) (30,999)
Provisions and other assets / liabilities 38 1,888 1,924
Deferred tax liabilities (3,447) (25,628) {29,0795)

Recognition and Measurement

No¢ income tax was paid or payable during the period (2017 nil).

Key Accounting Judgements

W Deferred Tax on Investment Property

Deferred tax on investment property Is assessed on the basis that the asset value will be realised
through use (“Held for Use"),

An initial recognition exemption has been applied to newly developed village sites in accordance with
NZ IAS 12,

The Company's ORA comprises two gross cash flows {being an ORA deposit upon entering the unit
and the refund of this deposit upon exit). In determining the tax base of investment property, the
Company cansidered whether taxable cash flows are received at the end of the ORA period (i.e. upon
refund of the ORA deposit by way of set off on exit by a resident) or at the beginning of the ORA period
(i.e. at time of the receipt of the ORA deposit). The Company has carefully evaluated all the available
information and considers it appropriate to recognise and measure the tax base and associated
deferred tax based on the taxabie cash flows being receivable at the end of the ORA peried as this best
reprasents the Company's contractual entitiement,

Contractually, management fees ara received upon refund of the ORA depaosit by way of sat off on exit
of a unit by a resident.

QOceania Village Company
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Oceania Village Company Limited
Notes to the Financial Statements

For the Year Ended 31 May 2018

5.1. Income Tax (continued)

Should the taxable cash flows of invesiment property be {reated as received at the beginning of the
ORA period, an additional deferred tax liability of $3.7m would be recognised on the Balance Sheet.
An additional current year tax expense of $3.7m and a carresponding reduction in net profit after tax of
$3.7m would also be recognised (2017: $3.1m).

{ii) Recognition of Tax Losses

Up until 31 May 2015 the Company and sister companies were members of a Tax Consclidated Group
together with the Company’s ultimate parent company, Oceania Healthcare Holdings Limited (OHHL").
The issuance of shares in Oceania Healthcare Limited to the exacutiva members participating in the
long term Incentive scheme in November 2015 triggered the Company's exit from the tax consolidated
group as the Company no fonger met the Tax Consolidated Group eligibility criteria of being in a wholly-
owned group. The impactaof this is that all tax profit earned by the Company until 31 May 2015 remains
within the Tax Consolidated Group (of which OHHL is the sole member). The Company no ionger has
an automatic right to use tax losses of the Oceania Tax Consolidate Group, however is still able to
access these tax losses by way of tax loss offset provided 66% commonality of ultimate shareholding
is maintained.

Company's current taxable income for the year ended 31 May 2018 is $26.4m. The Directors of the
Company intend to enter into a tax loss agreement with other subsidiaries of Oceania Healthcare
Limited. The Directors of the Campany are also Directors of these subsidiary companies.

(iii} Recognition of Deferred Management Fee

The interpretation of NZ tax (aws in relation to deferred management fees involves significant
judgements and uncertainty. Deferred management fees are currently recognised for tax purposes
consistent with the Company's revenue recognition policy consequently no deferred tax is recognised
{refer note 2.2),

The Inland Revenue is currently disputing the tax treatment adopted by the Company in relation to
deferred management fees and a Nolice of Proposed Adjustment in respect of the 2016 income year
was received on 13 March 2018.

The Company believes the iax treatment adopted is correct and is defending its position. Should the
Inland Revenug be successful in its cfaim in relation to the 2016 incame year this would initially result
in the recognition of a tax liability of approximately $5.4m which would be fully met by the application of
losses. A corresponding recognition of an equal and opposite deferrad tax asset of approximately $5.4m
would also be recognised at this time,

The dispute is currently limited o the 2016 income year however if the Commissioner is successful and
requires application to the 31 May 2017 and 31 May 2018 perfods, the corresponding deferred tax asset
of $6.1m would be recognised. Further, $21.9m of the $64.6m of available Group tax losses would be
utilised.

Oceania Village Company




Oceania Village Company Limited

Notes to the Financial Statements
For the Year Ended 31 May 2018

5.2. Trade and Other Receivables

Accounting Policy

Trade receivables are amounts due from customers in the ordinary course of business. Trade
receivables are recognised initially at fair value plus transaction costs and subsequently measured at
amortised cost, less provision for impainment.

Occupation licence payment receivables are recognised at the point in time that an ORA becomes
unconditional and has either *cooled of” or where the resident is in occupation, and the resident has
not yet made afl of the contractus! licence payment lo the Company.

May-18 May-17
$'000 $'000

Net trade and other receivables
Trade receivables 800 665
Less: Provision for impairment - (14)
800 651
Occupation licente payment receivable 19,658 883
Boods and service tax recsivable 839 -
Prepaymentis - 7 74
Trade and other receivables 21,374 1,608

Al trade and other receivables are expected to mature within 12 months of balance date. There are no
past due and impaired recelvables as at 31 May 2018 (2017: $0.14m)

Recognition, Measurement and Critical Judgements In Applying Accounting Policies
Collectability of irade recelvables Is reviewed on an on-going basis. Dsebis which are known to be
uncollectible are written off to the Statement of Comprehensive Income within other expenses. A
provision for doubtful receivables Is established where there is objective evidence that the Company
will not be able to collect all amounts due according 1o the original terms of the receivables, Thisis an
area of judgement. In making this judgement, significant financial difficulties of the debior, probability
that the debtor will enter bankruptoy or financial reorganisation, and default or delinquency in payments
are considered indicators that the trade receivable is impaired. The amount of the provision is the
difference between the asset's carrying amount and the present value of estimated future cash flows,
discounted at the effective interest rate,

When a trade receivable is uncollectable it is written off against the allowance account for rade
receivables, Subsequent recoveries of amounts previously written off are credited against other
expenses in the Statement of Comprehensive income.

Trade Receivables in relation to village residents with an ORA are not generally impaired, as unpaid
halances are recovered at the time of setflement of the ORA. [n 2018, following a review of the
Company's recaognition criteria, ORA contracts that are unconditional and have either cooled off or were
occupied at 31 May 2018 have been included as this more accurately reflecis the transfer of iegal and
aconomic banefits associated with these transactions.

QOceania Viilage Company
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Oceania Village Company Limited
Notes to the Financial Statements

For the Year Ended 31 May 2018

5.3. Trade and Other Payables

Accounting Policy
Trade and other payables represent liabilities for goods and services provided to the Company prior to
the end of financial year which are unpaid. The amounts are unsecured and are usually paid within 30
days of recognition.

Trade payables are recognised initially at fair value less transaction costs and subsequently measured
at amortised cost using the effective interest method.

Sundry payables include $7.0m in relation to the purchase of land (2017: nil) per note 3.1.

Settlement payments in respect of unconditional land purchases were made post 31 May 2018 per
notes 3.1 and 5.8.

Wages and Salaries, Annual Leave and Long Service Leave

Liabilities for wages and salaries, including non-monetary benefits and annual leave are recognised in
sundry payables and accruals in respect of employees' services up to the reporiing date and are
measured at the amounts expected to be paid when the liablliities are settled.

The liability for employee entitlements is carried at the present value of the estimated future cash fiow.

The liability for long service leave is recagnised in the provision for employee benefits and measured
as the present value of expected future payments to be made in respect of services provided by
employees up to the reporting date. Consideration is given to expected future wage and salary levels,
experience of employee departures and periods of service.

May-18 May-17

$'000 $'000

Trade payables 40 ' -
Sundry payables and accruals 16,977 7,853
Goods and service tax payable - 285
17,017 8,138

Oceanta Village Company
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Oceania Village Company Limited
Notes to the Financial Statements
For the Year Ended 31 May 2018

5.4. Related Party Transactions

Parant Entity
The direct parent entity is Oceania Healthcare Limited (*Parent"), The ultimate parent company in New
Zealand is Oceania Healthcare Holdings Limited.

The ultimate owners of the Company are Trust Company Limited (interest 98.8%) and Ngakuta Trust
Company Limited (interast 1.2%).

Directors

The names of persons who were directors of the Company during the year are Eart Gasparich and
Matthew Ward. No fees are paid to direclors other than ordinary salaries angd wages which are borne
by Oceania Group {NZ) Limited, a sister company.

Key Managsment and Personnel Compensation

Key management personnel comprises the Executive Team including the Chief Exscutive Officer and
the Chief Financial Officer. Key management personnel are paid directly by Oceania Group (NZ)}
Limited.

There have been no other transactions with key management personnel or entities related to them.

Transactions with Related Parties

Oceania Village Company Limited and fellow group subsidiaries use a central treasury and payroll
functions with all cash received by the Company swept up o another Group company and all expenses
paid via that company.

Oceania Village Company Limited leases invastment properties to a sister company, Oceania Care
Company Limited, for the operation of its care business.

Fees charged to residents receiving care packages are collected by Oceania Village Company Limited
and passed onto Oceania Care Company Limited and costs Incurred by Oceania Care Company
Limited for the running of the retirement villages are on-charged fo Oceanla Village Company Limited.

The following balances are outstanding at the reporting date in relation to transactions with related
parties:
May-18 May-17

$'000 $'000
Loans fo related parties
Amounts owing to Oceania Healthcare Limited 205,015 189,283
Amounts owing from other Group companies (112,738) (136,330)

92,277 52,063

Qutstanding balances are unsecured, non interest bearing and are repayable in cash and on demand.

Oceanla Village Company
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Oceania Village Company Limited
Notes to the Financial Statements
For the Year Ended 31 May 2018

5.4. Related Party Transactions {continued)

A letter of support is in place fram the Diraclors of the Parent Company Oceania Healthcare Limited in
respect of amounts owing stating that Oceania Healthcare Limited accepts responsibility of providing
financial assistance to Oceania Viltage Company Limitad as and when needed and that the debt of

$205.0m is subordinated in favour of all other craditors.
The folicwing transactions took place during the year.

Transactions with Parent company
Payments by Parent for purchase of investment property
Capitalised interest on development

Transactions with other Group companies

Cash

Care package income payable to Oceania Care Company Limited
Employee costs payable to Oceania Care Company Limited

Net recsivable in respect of cash sweeps to central treasury
function, payment of village invoices by central function

Non cash

Rental income charged to Oceania Care Company Limited for care
propeities

Accommodation rebate payable by Oceania Care Company
Limited

May-18 May-17
§'000 $'000
30,220 14,642
3,168 517
§10 985
2,874 2,292
28,110 22,750
{21,713) (28,141)
{218) (261)
42,951 12,785

The 2018 rental income from related parties reflects the lease terms in place between Oceania Care

Company and the Company. These are reviewed every two years.

Leases: Accounting by Lessor

A lease is an agreement whereby the lessar conveys to the lessee in return for a payment, or series of
payments, the right to use an asset for an agreed period of time. When assets are leased out under an
operating lease, the asset is included in the Balance Sheet based on the nature of the asset. Lease

Income on operating leases is recognised over the term of the lease on a straight-line basis.

The future minimum lease payments receivable from sister company Qceania Care Company Limited

for the use of care fadilities are as follows:

May-18 May-17
$'000 $'000
Within one year 21,035 23,338
Later than one year but not later than five years §5,002 77,041
Later than five years 49,657 8,657
125,694 100,036

Oceania Village Company
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Oceania Village Company Limited

Notes to the Financial Statements

For the Year Ended 31 May 2018

5.5. Financial Risk Management

The Company’s activities expose It to a variety of financial risks: market risks (including cash flow
interest rate risk), credit risk and liquidity risk. The Company's overall sisk management programme
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on
the financial perfermance of the Company. The Company uses different methods to measure
different types of risk to which it is exposed, These methods include sensitivity analysis in the case of
interast rates to determing market risk and aging analysis for credit risk.

Risk management is carried out centrally by the Parent under policies approved by the Board of
Directors. The Board provides written principles for overall risk management, as weil as policies
covering specific areas, such as interest rate risk, credit risk, use of derivative financial instruments
and non derivative financlal instruments.

(a) Market Risk

Market risk is the risk that changes in market prices such as interest rates will affect the Company's
income. The objective of market risik management Is to manage and control market risk exposures
within acceptable parameters, while oplimising the return on risk.

(b) Cash Flow and Interest Rate Risk
The Company has no significant interest-bearing assets, as such the Company's income is substanfially
independent of changes in market interest rates.

As the Company has no significant interest-bearing liabilities, the Company's expsnses and operating
cash flows are substantially iIndependent of changes in market interest rates and consequently no
sensiltivity analysis has been prepared.

(c) Credit Risk
Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions, as well
as credit exposure from frade and other receivables.

in the normal course of business, the Company has no significant concentrations of credit risk. The
Company requires settlement of the ORA before allowing occupation of its villas or apariments.
Therefore, the Company does not face significant credit risk. The values attached to each financial
asset In the Balance Sheel represent the maximum credit risk. Except as disclosed in the financial
statements, no collateral is held with respect to any firancial assets.

Concentrations

Cash and cash equivalents of the Company are deposited with one of the major trading banks, Non-
performance of obligations by the bank is not expected due to the credit rating of the counter party
cansidered. The Standard and Poars credit rating of the counter party as at 31 May 2018 is AA.,

The Company's trade receivables represent distinct relationships with residents. There are no
concentrations of credit risk with residents. Refer to the trade recelvables accounting policy for more
information on impairment of trade receivables.
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5.5. Financial Risk Management {continued)

(d) Liquidity Risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the
avaliability of funding through an adequate amount of committed credit faciliies and the ability to close-
out market positions. Due to the dynamic nature of the underlying businesses, management aims at
maintaining fiexibllity in funding by keeping committed credit lines available. Cash flow forecasting is
regularly performed by management. Management manitors rolling forecasts of the Company’s liquidity
requirements to ensure it has sufficient cash to meet operational needs.

The table below shows the maturity analysis of the Company's contractual undiscounted cashflows,

Less than 1 Between Between Over 5

Year tand 2 2and 5
Years Years
$'000 $'000 $°000
2017
Trade and other payables 17,018 - -
Related party paysbles 92,277 . -
Refundable occupation right agreements 358,213 - -
2016
Trade and other payables 8,138 . -
Related party payables 52,9563 - -
Refundable occupation right agreements 282,904 - -

The refundable cccupation rights agreements are repayable o the resident on vacation of the unit,
apariment, care suita or on the termination of the ORA. The expected maturity of the refundable ORA
is shown in note 3.2,

(e) Capital Rigk Management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue
as a going concern [n order to provide retums for shareholders, and benefits for other stakehaolders,
and to maintain an optimal capital structure to reduce the cost of capital. The financial statements are
prapared on a going concern basis.
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5.6. New Accounting Standards

{a) New and amended standards adopted by the Company

In the current year, the Company adopted all mandafory new and amended standards and
interpretations.

(b) Standards, amendments and interpretations fo existing standards that are not yet effective
and have not heen early adopted by the Company

The following relevant standards have not been early adopted by the Company but are to be adopted
from 1 June 2018 ang 1 June 2019 as appropriate which arae the Company's mandatory adoption
dates.

NZ IFRS 9, Financial Instruments (NZ IFRS 9) (effective for the Company from 1 June 2018)

NZ IFRS 8 addresses the classification, measurement and recognition of financial assets and financial
liabilities, the impairment of financial assets and hedge accounting. The Company's initial agsessment
did not highlight any significant impacts on the financial statements.

In summary:;

{{) Classification and measurement —~ The standard requires financial assets to be classified
into two measurement categories: those measured as at fair value and those measured at
amortisad cost. The determination is made at initial recognition. The classification depends
an the entity’s business modet for managing its financial instruments and the contractual
cash flow characteristics of the instrument. For financial liabilities, the standard retains most
of the NZ IAS 39 Financial Instruments: Recognition and Measurement {NZ JAS 39)
requirements. Trade receivables are amounts due from residents and various govemment
agencies held to collect contractual cash flows In the ordinary course of business. These
balances shall continue {o be held at amortised cost less a provision for impairment.

(i} Impairment - The standard introduces the expected credit loss model for impairment of
financial assets which replaces the incurred loss modef used in N2 IAS 39. Application of
the NZ IFRS 9 impairment model is expected to have minimal impact given the Company's
credit risk management policies. '

NZ IFRS 9 will require several new disclosures with respect 1o, credil risk and expected credit losses.
The Company is currenfly working through the disclosure requirements which shall be required for the
30 November 2018 ang 31 May 2019 financial statements onwards.
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5.6 New Accounting Standards (continued)

NZ IFRS 15, Revenue from contracts with customer (NZ IFRS 185} (effective for the Company from
1 June 2018)

NZ {FRS 15 addresses recognition of revenue from contracts with customers., it replaces the current
revenue recognltion guidance in NZ IAS 18 Revenue and NZ IAS 11 Construction contracts and is
applicable to all entities with revenue,

The standard Is based on the principle that revenue is recognised when control of a good and service
transfers to a customer and establishes principles for reporting the nature, amount, timing and
uncertainty of revenue and cash flows arising from an entity's contracts with customers and requires
application of a 5-step process to:

a) Identify the contract with the customer;

) Idenlify performance obligations;

c) Determine transaction price;

d) Allocate the transaction prica to the performance obligations based on standalone selling

prices; and
e) Recognise revenue when periormance obligations are satisfied.

The Company has reviewed the impact of NZ IFRS 15 and note the following in relation to the main
revenue streams:

() Deferred management fees — A contract is in place with all village and care suite residents by
means of an ORA. The resident receives the benefit as they occupy the accommodation with
a right to share in the use and enjeyment of commen facilities. The deferred management fee
is recognised on a straight-line basis over the greater of the term specified in a resident's ORA
or the average expected occupancy for the relevant accemmodation.

(i) Village service fees — Village service fees are charged to residents to recover village operating
costs, A contract Is in place with all village residents by means of an ORA. The resident
receives the benefit as they occupy the accommodation and have a contracted agreed weekly
fee. Village service fees are recognised in the accounting period in which the services are
rendered and ara specifically linked to the service delivered.

(lli) Renfal incoms — Contracts are in place with all rental residents in form of rental agreements
which detail the relevant weekly / monthly rental fee. The resident receivas the benafit as they
occupy the accommodation,

The Company's initial assessment of NZ IFRS 15 is that the Company will continue to recognise
management fees on a straight-line basis and each of care fees, village service fees and rantal income
in line with the date that the service is rendered. It is noted that the level of disclosure in relation to
revenue will increase because of the adoption of NZ IFRS 15. The Company is currently working
through the disclosure requirements which shall be required for the 30 November 2018 and 31 May
2019 financlal statements onwards.
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5.6 New Accounting Standards (continued)

NZ IFRS 18, Leases (effective for the Company from 1 June 2019).

NZ IFRS 16 sets out the principles for the recognition, measurement, prasentation and disclosure of
leases. The objective of the standard is to ensure that lessees and lessors provide relgvant information
in a manner that faithfuily represents those transactions.

The standard requires & lessee to recognise a lease fiabllity on the balance sheet reflecting the future
lease payments and a right-of-use asset for all lease contracts except those which are of low value or
short term. There are minimal changes in respsct to the accounting by lessors.

The Company s not currently party to any leases as a lessee ather than the lease of invesiment
property.

The Company has chosen not to early adopt the standard to allow further time te fully understand the
impact and disclosure requirements.

5.7. Contingencies and Commitments

(a) Contingencies
As at 31 May 2018 the Company had no contingent liabllities or assets (2017: nil).

(b} Capital commitments

As at 31 May 2018 the Company has a number of commitments to develop and construct certain
facilities totalling $104.6m (2017: $41.6m) of which $104.1m (2017: $39.5m) relates to development
sites.

At 31 May 2018 the Company is committed to acquiring a number of parceis of land totalling $14.3m.

{c) Lease Commitments

Lease of Investment Property

On 28 October 2015, the Company entered Infto an agreement with a third parly to develop Everil O,
an existing leasehold care site. The site will cantinue to operate as a leasehold care site and the
Company will also perform village operations, Stage one of the village development was completed in
February 2018 and a right to use asset recorded. See note 3.1 for further details. A commitment of
$17.7m exists in relation to Stage One of the development in the form of future iease payments.

(c} Repairs and Maintenance: Investment Property
There are no significant unrecognised coniracfual obilgations entered into for future repairs and
maintenance at balance date.
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Oceania Village Company Limited
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For the Year Ended 31 May 2018

5.8. Events After Balance Date

Land Purchases
In June and July 2018, {ull and final settlement totalling $7.0m was made in respect of three parcels of
land which were subject to unconditional agreemenis as at 31 May 2018 as per note 3.1.

During June 2018 unconditional agreements were entered into for the purchase of a further five parcels
of land adjacent to three existing facilities totalling $14.3m. Final settlements are forecast to take place
between July and October 2018.

Held for Sale Assets
A conditional Sale and Purchase Agreement was entered into with a third party in July 2018 in respect
of the sale of the five facilities which were held for sale as at 31 May 2018 as per note 3.3,

There have been no other significant events after Balance Date.
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Independent auditor’s report
to the shareholder of Oceania Village Company Limited

The financial statements comprise:

o thebalance sheet as at 31 May 2018;

¢ the statement of comprehensive income for the year then ended;

e the statement of changes in equity for the year then ended;

¢ the cash flow statement for the year then ended; and

o the notes to the financial statements, which include a summary of significant accounting policies.

Our opinion

In our opinion, the financial statements of Oceania Village Company Limited (the Company}, present
fairly, in all material respects, the financial position of the Company as at 31 May 2018, its financial
performance and its cash flows for the year then ended in accordance with New Zealand Equivalents to
International Financial Reporting Standards (NZ 1FRS) and International Financial Reporting
Standards (IFRS).

Basts for opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand)

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

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

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

Other than in our capacity as auditor we have no relationship with, or interests in, the Company.

Information other than the financial statements and auditor’s report

The Directors are responsible for the annual report. Qur opinion on the financial statements does not
cover the other information included in the annual report and we do not, express any form of
assurance conclusion on the other information.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed on the other information that we obtained prior to
the date of this auditor’s report, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

T
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Responsibilities of the Directors for the financial statements
The Directors are responsible, on behalf of the Company, for the preparation and fair presentation of
the financial statements in accordance with NZ IFRS and IFRS, and for such internal control as the
Directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the Directors either intend to liquidate the Company or ta
cease operations, or have no realistic alternative but to do so.

Auditor’s responstbilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements, as a whole,
are free from material misstatement, whether due to fraud or error, and {o issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs NZ and 1SAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

https://www.xrb.govt.nzfstandards-for-assurance-practitioners/auditors-responsibilities faudit-
report-8/

This description forms part of our auditor’s report.

Who we report to

This report is made solely to the Company’s shareholder. Qur audit work has been undertaken so that
we might state those matters which we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s shareholder for our audit work, for this report or
for the opinions we have formed.

The engagement partner on the audit resulting in this independent auditor’s report is Leopino Foliaki,

For and on behalf of;

Z)ﬂ/cé ERIZ&8 é?’ /L ricl & K‘(’/'”f’m‘ ‘i

Chartered Accountants Auckland
31 August 2018



