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This Prospectus is dated 27 August 2010.  The information set out in this Prospectus is 
required by Schedule 4 of the Securities Regulations 2009.  Listing of the securities which 
are the subject of this Prospectus is not sought on any stock exchange.   
 
All legislation referred to in this Prospectus can be viewed at www.legislation.govt.nz. 
 
A glossary of defined terms is set out at the back of this Prospectus. 

 

http://www.legislation.govt.nz/
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1. Description of unit trust 
 

(1) This Prospectus relates to the offer of units in the PSIS PIE Term Fund (the 
Fund).  The Fund is a unit trust established under the Unit Trusts Act 1960 
(the Act) and under a Master Trust Deed and a separate Establishment Deed, 
both dated 6 July 2009 and entered into by Trustees Executors Limited (the 
Trustee) as trustee and PSIS Limited (PSIS or the Manager) as manager.  
 

(2) The Fund was established in Wellington on 6 July 2009.  
 

(3) The period of the Fund commenced on the date of establishment specified in 
paragraph (2) above and will terminate upon the earlier to occur of: 

 
 the date 80 years less 2 days from the date of the Master Trust Deed; 
 the date on which the Unitholders resolve to terminate the Fund by 

Ordinary Resolution; and 
 the termination date notified by the Manager to the Trustee and the 

Unitholders of the Fund by at least 30 days notice in writing. 
 

Upon termination of the Fund, the Manager is obliged to sell all Investments of 
the Fund, to pay all liabilities, fees, costs and expenses of the Fund and to 
distribute the balance amongst the Unitholders in proportion to the number of 
Units held by them in the Fund. 

 
(4) The securities offered in this Prospectus are units in the Fund (Units). 

 
Within the Fund, various terms and interest rates are offered.  Investments are 
accepted on any Business Day and may only be redeemed on the maturity date 
for the particular investment.   Income will be calculated daily and distributed 
on maturity.  PIE tax is deducted from each distribution of income.  Units will 
be issued for terms, and at interest rates, from time to time offered by the 
Manager.  Details of the terms and rates are set out on the current deposit 
interest rate sheet which is available from the Manager on request.   
 
Units in the Fund are divided into classes of Units (each a Class). Each Class 
represents a different interest rate and/or term.  There is no limit to the 
number of Classes of Units which may be issued.  Each Class is attributed to a 
particular part (a Portfolio) of the PSIS Stock held by the Fund. The PSIS 
Stock of each Portfolio will have an `interest rate and maturity dates matching 
the rates and maturities of the Units in the relevant Class.   
 
Each Portfolio has separate assets and liabilities which cannot be co-mingled 
with the assets and liabilities of another Portfolio.  
 
For tax purposes, the Manager may regard one or more Classes as one 
Investor Class. 
 
To be able to invest in the Fund, an investor must be: 
 
 an individual, investing either alone or jointly with another individual; or 
 a trustee of a trust.   

 
A company, or any other incorporated or unincorporated body, may not invest 
in the Fund.  
 

(5) There is no maximum number or amount of Units which may be issued in the 
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Fund. 
 

(6) Units in the Fund are issued at the Issue Price and redeemed at the 
Redemption Price.   
 
The Issue Price of a Unit is the Net Asset Value per Unit on the Business Day 
immediately preceding the day on which the Units are issued.   
 
The Net Asset Value per Unit is determined by taking the Gross Asset Value of 
the relevant Portfolio, deducting all liabilities and all undistributed income of 
the relevant Portfolio, and dividing the result by the number of Units on issue 
in the relevant Portfolio. 
 
At the date of this Prospectus, the Issue Price of the Units is $1.00.  It is 
intended that the Issue Price and Redemption Price for the Fund will remain at 
$1.00 and that this amount would only change if there was an unexpected loss 
in the Fund. 
 
The minimum investment is currently $5,000.  
 
The Manager may vary the minimum investment and minimum balance 
amounts from time to time at its discretion, without prior notice.  The Manager 
may also accept applications for amounts less than the minimum investment 
amount at its discretion.  
 
The number of Units that a Unitholder will receive will be determined by dividing the 
Unitholder’s investment amount by the Issue Price on the Valuation Day on which 
the Units are issued.  
 
The Redemption Price of a Unit is the Net Asset Value per Unit on the Business Day 
on which the Unit is redeemed. 
 
Before maturity, a Unitholder can select one of the following maturity 
instructions: 

 
 reinvest the principal balance and accrued income at any available term on 

maturity; 
 reinvest the principal balance only at any available term on maturity; 
 payment to an internal PSIS at call account; or 
 payment to the Unitholder’s nominated bank account. 
 
On application a Unitholder can choose to reinvest at the same term if 
available or the next shortest term to the original term taken. Prior to maturity 
and after receipt of a maturity advice confirmation a Unitholder can choose to 
reinvest at any available term. 
 
On payment of income, a Unitholder can select one of the following income 
payment instructions: 

 
 reinvest with the principal; 
 payment to an internal PSIS at call account; or 
 payment to the Unitholder’s nominated bank account. 
 

(7) Currently no fees are charged for issuing or redeeming Units. However, if 
deemed appropriate, the Manager may introduce a fee by giving Unitholders 
three months’ notice in writing.  This may apply to investors during their term 
of investment. 
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(8) The offer of Units opens on the date of registration of this Prospectus.  There is 
no closing date for the offer since on expiry of this Prospectus, the Manager 
intends to register a new prospectus. 

 
2. Managers and promoters 
 

(1) The Manager of the Fund is PSIS Limited.  Its registered office is at PSIS 
House, Cnr Featherston and Ballance Streets, Wellington. 
 
The directors of the Manager are: 
 
Sir David Gascoigne KNZM, CBE, LLM (Chair)     
Wellington 
 
Colin Hicks (Deputy Chair)  
Greytown 
 
Peter Ellis BSc (Hons)  
Hastings 

 
Paul Goulter LLB, MA (Hons)  
Wellington 
 
John Isles MA (Hons)  
Wellington 
 
Dianne Kidd BA, Dip Tchg 
Helensville 
 
Joanna Perry MNZM, FCA (NZICA), FCA (ICAEW), MA (Cantab), FFin  
Auckland 
 
Samuel Robinson BAgSc (Hons)  
Hawkes Bay 
 
The directors of the Manager can be contacted at PSIS House, Cnr Featherston 
and Ballance Streets, Wellington. 
 
The directors of the Manager may change from time to time. 

 
(2) The Manager is not a subsidiary of any other company. 
 
(3) As at the date of this Prospectus, the Manager is not the manager of any other 

unit trusts. 
 

(4) There is no promoter of the Fund. 
  
(5) There is no administration manager or investment manager for the Fund.  

These functions are carried out by the Manager. 
 
(6) Neither the Manager, nor any director of the Manager, has during the five 

years preceding the date of registration of this Prospectus been adjudged 
bankrupt or insolvent, convicted of any crime involving dishonesty, prohibited 
from acting as a director of a company, or placed in statutory management, 
voluntary administration, liquidation or receivership. 
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3. Registrar, custodian, auditors, advisors, and experts 
 

(1) The Registrar is PSIS Limited, PSIS House, Cnr Featherston and Ballance 
Streets, Wellington. 
 
There is no custodian of the Fund. 
 
The Auditor is Deloitte, Chartered Accountants, 10 Brandon Street, Wellington. 
 

(2) The Solicitor for the Manager is Minter Ellison Rudd Watts, Level 17, 125 The 
Terrace, Wellington.   
 

(3) There are no experts named in this Prospectus. 
 

4. Independence of unit trustee and any custodians 
 

 The Trustee is independent of the Manager.  There is no custodian of the Fund. 
 
5. Unit Trustee 
 

(1) The name of the Trustee is Trustees Executors Limited.  Its registered office is 
at Level 5, 10 Customhouse Quay, Wellington. 

 
The directors of the Trustee are: 
 
John Sheffield Grace BS, Finance AA 
Clarens 
Switzerland 
 
Deepak Kumar Gupta BCA, MBA, CFIP 
Wellington 
 
Paul Raymond Shelley Hocking BMS, CA, CSAP 
Martinborough 
 
Rt Hon James Brendon Bolger ONZ 
Te Kuiti 
 
Peter Andrew Metz CPA, BS, MBA (USA) 
New York 
United States of America 
 
The directors of the Trustee can be contacted at Level 5, 10 Customhouse 
Quay, Wellington. 
  
The directors of the Trustee may change from time to time. 
 

(2) The Trustee was incorporated in New Zealand in 1881 under the Joint Stock 
Companies Act 1860.  On 1 May 2002 in New Zealand, Trustees Executors 
Limited's status as a statutory trustee company was reconfirmed under its own 
act of Parliament, the Trustees Executors Limited Act 2002.   

 
(3) Trustees Executors Limited's ultimate holding company is Sterling Grace (NZ) 

Limited incorporated in New Zealand on 30 July 2003. 
 
(4) The Trustee in incurring any debts, liabilities or obligations or in taking or 

omitting any other action for or in connection with the affairs of any Fund will 
be indemnified out of the Fund except for any loss arising out of its wilful 
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default or wilful breach of trust. 
 
(5) The Trustee does not guarantee repayment of the Units nor the payment of 

any earnings on the Units. 
 
6. Description of unit trust and its development 
 

(1) The Master Trust Deed is dated 6 July 2009 and the Establishment Deed is 
dated 6 July 2009.  Both Deeds are made between the Manager and the 
Trustee.  
 
The Master Trust Deed was amended by a Deed of Amendment to Master Trust 
Deed dated 27 August 2010. 

(2) Following is a brief description of the principal terms of the Master Trust Deed 
and the Establishment Deed which are not otherwise set out in this Prospectus. 

 
Applications, Issues of Units, Register and Certificates 
Units are issued for cash.  Investors wishing to apply for Units apply to the 
Manager who accepts the application and banks the application money on 
behalf of the Trustee.  The minimum number or value of Units that may be 
issued may be fixed by the Manager from time to time.  The Manager may, in 
its absolute discretion, accept or refuse or accept in whole or in part any 
application and the Manager is not required to give any reason for such 
refusal. 
 
All application money is held by the Trustee for investment on behalf of 
investors.  All investors are entered on the Unit Register which is kept by the 
Registrar.  On issue of a Unit to a Unitholder, the Unitholder receives a 
certificate which sets out the number of Units issued.   
 
Redemptions 
Units are only redeemable on their maturity date.  However the Manager may, 
in its absolute discretion and on such terms and conditions as the Manager 
may specify, on receipt of a request in writing from an investor to the 
Manager, allow redemption of some or all of the Units before their maturity 
date.  The Manager may charge an early withdrawal fee for partial and full 
withdrawals. 
 
Within 7 Business Days after the requested redemption date or the maturity 
date, the withdrawal amount less any deductions for PIE tax will be paid to the 
Unitholder.  
 
The Manager may compulsorily redeem a Unitholder’s Units (including a 
fraction of a Unit):  
 
 on account of any PIE Tax attributable to income attributed to that 

Unitholder on such date as the Manager determines and in all cases at the 
Redemption Price applicable on the date of redemption of such Units; and 

 if the number of Units held by the Unitholder in an Investor Class would 
cause the Fund to lose its PIE status.  

 
Suspension of Redemptions 
If by reason of: 

 
 the suspension of trading on any securities exchange; or 
 financial, political or economic conditions applying in respect of any 

 



 

1968284 7

financial market; or 
 the nature of any Investment; or 
 a redemption request is received or a series of redemption requests have 

been received within a period of 3 months that in aggregate relate to more 
than 5% (or such other percentage as the Manager specifies from time to 
time by not less than 30 days prior notice to Unitholders) of the number of 
Units on issue in the Fund or Portfolio; or 

 the occurrence or existence of any other circumstance or event relating to 
the Fund or generally,  

 
the Manager shall in good faith form the opinion that it is not practicable, or 
would be materially prejudicial to the interests of any Unitholders, for the 
Manager to give effect to redemption requests, then the Manager may give 
notice suspending the operation of all redemption requests for the relevant 
Fund until a further notice cancels this suspension.  The Manager may 
determine that such Units may be progressively redeemed by instalments with 
effect from one or more Valuation Days falling in a period determined by the 
Manager or in total at the expiration of a period determined by the Manager 
and in any such case the Redemption Price is to be calculated at the Valuation 
Day or Days on which Units are redeemed.  No redemption requests will be 
deferred for more than 90 days without the Trustee's prior written consent. 
 
If a redemption request is received or a series of redemption requests have 
been received within a period of 3 months that in aggregate relate to more 
than 20% of the number of Units on Issue in the Fund or Portfolio, the 
Manager may suspend the right of the Unitholders to make redemption 
requests on the following conditions:  
 
 the Manager must notify the Trustee of its intention to suspend the right of 

Unitholders to make redemption requests; and 
 the Manager may, or if required by the Trustee must, immediately call a 

meeting of Unitholders to consider the winding up of the Fund or such other 
action as the Unitholders deem appropriate. 

 
In the above circumstances, there is no limit on the period of deferral or 
suspension. 
 
Transfers of Units 
Unitholders can transfer all or part of their Units to another party currently free 
of charge subject to the minimum balance requirements. 
 
To transfer Units to another party, Unitholders must use a form approved by 
the Manager or have arranged a signed and completed application form with 
PSIS to permit the transfer to be effected.  The transferee may be required to 
provide identification under the Financial Transactions Reporting Act 1996.  A 
transfer is complete as soon as the new investor is recorded on the register of 
Unitholders. 
 
The Manager has the right to decline a transfer in certain circumstances 
including where it would result in the loss of PIE status for the Fund. 
 
Manager 
The Manager is responsible for the day-to-day management and administration 
of the Fund subject to the provisions of the Trust Deed.  For example, the 
Manager is responsible for: 
 
 all investment decisions including the purchase and sale of Investments 

and exercising voting rights attached to Investments; 
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 distributions; 
 calculating the relevant Issue and Redemption Prices;  
 processing transactions including issuing, redeeming and transferring Units 

(and suspending redemption in certain circumstances); 
 reporting on all Investments to the Trustee at regular intervals; 
 maintaining the Unit Register;  
 keeping records and accounts of all Investments of the Fund; and 
 appointing outside advisers (as required). 
 
The Manager may delegate any of its functions but will remain responsible for 
the acts and omissions of its delegate whether or not the delegate is acting 
within the terms of its delegated authority. 
 
The Manager has undertaken to ensure that the business of the Fund is carried 
on in a proper and efficient manner and to give the Trustee and/or the Auditor 
such oral or written information as may be required relating to the Fund. 
 
The Manager may retire upon giving 90 days’ prior notice to the Trustee 
subject to the appointment of a new manager.  The Manager may be removed 
from office by: 
 
 the High Court on the application of the Trustee, any Unitholder or the 

Minister of Justice; 
 the Trustee, by certifying that it is in the interests of Unitholders that the 

Manager should cease to hold office; or 
 Unitholders, by a resolution under Section 18 of the Act. 
 
The power of appointing a temporary new Manager is vested in the Trustee.  A 
permanent new Manager must either be appointed by Unitholders or appointed 
by the Trustee and ratified by Unitholders, in either case by a resolution of 
Unitholders under Section 18 of the Act. 
 
Trustee 
The Investments will be held by the Trustee or its duly appointed nominee or 
such custodian as appointed from time to time by the Trustee, for the benefit 
of Unitholders. 
 
The Trustee may retire, subject to the appointment of a new trustee.  In 
addition, the Trustee may be removed from office by: 

 
 the High Court on the application of the Minister of Justice or the Manager; 

or 
 Unitholders by an Extraordinary Resolution. 
 
The power of appointing a new trustee is vested in the Manager but if the 
Manager fails or refuses to exercise this power then a new trustee may be 
appointed by an Extraordinary Resolution of the Unitholders.  The Manager in 
itself has no power to remove the Trustee.  
 
The responsibilities of the Trustee are set out in detail in the Trust Deed.  In 
particular the Trustee undertakes to: 

 
 exercise due diligence in carrying out its functions; 
 ensure that any documents of title for Investments are held in safe 

custody; and 
 maintain the Fund and the Investments separate from any other property 

held by the Trustee. 
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The Trustee and directors of the Trustee accept no responsibility for any 
statement made in this Prospectus.  
 
Accounts and Auditor 
The Manager is required to account to Unitholders for all money received and 
expended having regard to its functions.  At the end of each financial year for 
the Fund, the accounts of the Fund must be prepared by the Manager, audited 
and sent to Unitholders and the Trustee. 
 
The Auditor is selected by the Manager and approved by the Trustee.  The 
Auditor may retire upon giving 30 days’ notice to the Manager.  The Auditor 
may at any time be removed by the Manager with the approval of the Trustee 
or by the Manager on the instructions of the Trustee if the Trustee believes 
that removal is in the best interests of the Fund and/or the Unitholders. A 
replacement Auditor will be appointed by the Manager with the approval of the 
Trustee. 
 
Expenses 
The Manager and the Trustee are entitled to be reimbursed out of the Fund for 
costs incurred by them in performing their duties under the Trust Deed 
including: 
 
 all costs incurred with the purchase of any Investments; 
 the fees and expenses of the Auditor; 
 all taxes and duties paid; 
 all interest and other costs associated with any borrowing; 
 all costs of convening and holding meetings;  
 any costs of third parties engaged by the Manager or Trustee; 
 all costs of preparing, printing and distributing accounts, statements, 

cheques, offer documents and any other communications to Unitholders; 
 costs incurred in running the Unit Register; and 
 any other expenses reasonably incurred by the Trustee, Manager or any 

delegate of the Manager in carrying out their duties under the Trust Deed. 
 
However, as at the date of this Prospectus, the Manager has agreed to pay all 
such costs out of its own money and not out of the Fund and to reimburse the 
Trustee for any such costs incurred by the Trustee.  If the Manager fails to 
reimburse the Trustee for any costs, the Trustee is entitled to be reimbursed 
out of the Fund.  As noted in clause 13, the Manager may change this policy by 
prior notice to Unitholders. 
 
Meetings of Unitholders 
In respect of the Fund or a particular Portfolio, the Manager is required to 
summon a meeting of the relevant Unitholders upon the request in writing of 
the Trustee, or of one tenth in number of the relevant Unitholders, or of a 
Unitholder or Holders holding not less than one tenth of the number of Units on 
Issue in the Fund or Portfolio at the date of the request.  The Manager may 
also convene a meeting of Unitholders. 
 
Before convening a meeting of Unitholders the Manager shall give at least 14 
days’ notice of the meeting to the relevant Unitholders and the Trustee.  The 
notice of meeting shall specify the place, day and hour of the meeting and 
general nature of the business to be transacted but it shall not be necessary to 
specify in the notice the terms of the resolutions to be proposed. 
 
The quorum for a meeting is Unitholders (present in person or by proxy or by 
attorney or by authorised representative) holding not less than 10% of the 
number of Units on issue. 
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Resolutions are determined by a show of hands unless a poll is demanded.  On 
a poll every Unitholder has one vote for each Unit held. 
 
Where a meeting of Unitholders is convened at the request of Unitholders or 
the Trustee, the Manager is required to lay before the meeting copies of the 
last financial statements of the Fund filed in accordance with Section 20 of the 
Act. 
 
Amendments to Trust Deed 
The Trustee and the Manager may make an amendment to the Master Trust 
Deed or the Establishment Deed in certain circumstances including where the 
amendment is: 
 
 in the opinion of the Trustee necessary to correct a manifest error or is of a 

formal or technical nature; 
 in the opinion of the Trustee, necessary or desirable for the more 

convenient, economical or advantageous working, management or 
administration of the Fund or for safeguarding or enhancing the interests of 
the Fund or Unitholders and is not or not likely to become materially 
prejudicial to the general interests of all Unitholders; 

 authorised by an Extraordinary Resolution of Unitholders; or 
 after a change in any law affecting unit trusts, required to make any 

provision of the Trust Deed consistent with such law. 
 

An Extraordinary Resolution can only be passed by a majority of not less than 
75% of:  
 
 the relevant Unitholders voting at a meeting upon a show of hands; or  
 the votes given on a poll if a poll is duly demanded.   
 
In addition, the Trustee and the Manager can amend the definition of 
“Authorised Investments” for the Fund if, after notifying the Unitholders of the 
proposed amendment, less than 10% of the Unitholders give notice (within one 
month of the Manager’s notice) that they disapprove of the proposed 
amendment. 
 
If Unitholders holding 10% or more of the total Units on issue in the Fund 
disapprove of the proposed amendment, no amendment shall be made and the 
Manager may convene a meeting of those Unitholders to consider the 
amendment, which will only be made if it is authorised by an Extraordinary 
Resolution. 
 
The Master Trust Deed was amended by a Deed of Amendment to Master Trust 
Deed dated 27 August 2010.  Specifically, the definition of “Portfolio” contained 
in the Master Trust Deed was amended in order to reflect the fact that the 
Fund has a single investor class for tax purposes.  
 
Authorised Investments 
The Fund may only be invested in the Authorised Investments described in the 
Establishment Deed.  Authorised Investments for the Fund are interests of any 
nature in any real or personal property, and includes derivatives and other 
treasury products and any right or option to acquire any such interests. 
 

(3) There are no restrictions on investment of the Fund so long as the Fund is 
invested in Authorised Investments and the Manager complies with the Fund’s 
investment policy. 
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(4) The Fund was established on 6 July 2009 and has offered Units to the public 
since 14 September 2009.  All investments by the Fund since 14 September 
2009 have been in PSIS Stock.  

 
(5) The investment objectives and policy for the Fund are as follows: 

 
The aim of the Fund is to provide a pre-tax return similar to term 
deposits with PSIS whilst providing for a potentially lower tax rate for 
most investors from a PIE compliant investment.  In order to achieve this 
objective, the Fund will be invested solely in PSIS Stock. 
 
Manager chooses Investments 
Subject to compliance with the Fund’s investment policy, the Manager may 
direct the Trustee to deal in any way and take any action required in respect of 
the Investments of the Fund.  The Trustee is not obliged to act on a direction 
to invest by the Manager if this would be contrary to the provisions of the Trust 
Deed or any other provision of law, outside the investment policy or would 
manifestly not be in the interests of the Unitholders. 
 
As noted above, the Manager intends to invest the assets of the Fund in PSIS 
Stock. 
 
The Manager may change the investment policy for the Fund provided 
Unitholders have been given three months’ prior notice and the opportunity to 
withdraw their Units before the change takes effect and provided that the Fund 
remains invested in Authorised Investments. 

 

(6) Since the creation of the Fund, the Fund has: 

 invested solely in PSIS Stock, which is an Authorised Investment; 
 paid all amounts, including interest payments, that it has been required to 

pay to its Unitholders; and 
 not charged any management fee. 
 

(7) The Manager will make distributions of income on maturity of a Unit.  PIE tax is 
deducted from each distribution of income.  Unitholders may also have 
adjustments made to their Units to reflect tax paid or payable on their behalf 
by the Fund.   

 
(8) Units in the Fund are redeemable on their maturity date.  It is expected that 

the Redemption Price of Units will be $1.00 per Unit but this depends on the 
value of the Investments of the Fund.  Accordingly no undertakings are given 
to Unitholders about the return of capital.  

 
7. Unitholder liability 
 

Unitholders do not incur any liabilities (including contingent liabilities) from holding 
Units in the Fund, other than the liability to pay the Issue Price and in relation to 
their personal tax obligations as described below. 
 
Every Unitholder indemnifies the Trustee, the Manager and the Fund on account of 
any PIE Tax attributable to income attributed to that Unitholder and related penalties 
or interest which has not been satisfied by deduction from distributions paid to that 
Unitholder.  Unitholders may also have adjustments made to their Units to reflect 
tax paid or payable on their behalf by the Fund.   
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8. Summary of financial statements 
 

The following information has been extracted from the audited financial statements 
of the PSIS PIE Term Fund (the Fund) for the period ended 31 March 2010.  
 
There are no comparative historical financial statements for the Fund, as this is the 
first year that the Fund is in business.  
 
The full Financial Statements can be obtained from the Companies Office’s website 
at www.business.govt.nz/companies. 
 
 
 
 31 March   
 2010            
Summary Statement of Comprehensive Income      

Total revenue                41,964 
Changes in net assets attributable to unit holders (41,964) 
Total comprehensive income - 
 
Summary Statement of Changes in Net Assets Attributable to Unit Holders 

Change in net assets attributable to unit holders    41,964 
Unit holders attributed taxation      (12,401) 
Contributions from unit holders    3,333,116 
Redemptions by unit holders    - 
Net Assets attributable to unit holders at end of period  3,362,679 
 
Summary Balance Sheet 

Assets 
Investments 3,375,080 
Total Assets 3,375,080 

Liabilities 

Liabilities excluding net assets attributable to unit holders  
- PIE tax payable 12,401 
Total liabilities excluding net assets attributable to unit holders 12,401 

Net assets attributable to unit holders 3,362,679 
 
Summary Statement of cash flows 
Net cash flow from operating activities - 
Net cash flow from finance activities - 
Net increase/(decrease) in cash held - 
 
Note: 

The summary financial statements are presented in New Zealand dollars and all values are 
rounded to the nearest dollar ($). The summary financial statements have been prepared in 
accordance with FRS 43 subject to the Securities Regulations 2009. 

The summary financial statements have been authorised for issue by the directors on 27 
August 2010 and the full financial statements for the period ended 31 March 2010 have been 
authorised for issue by the directors on 25 June 2010.  

The full financial statements from which the summary financial statements for the period 
ended 31 March 2010 were extracted from and have been prepared in accordance with NZ 
GAAP which complies with NZ IFRS and other applicable Financial Reporting Standards for 
profit oriented entities. These full financial statements comply with International Financial 
Reporting Standards. 

The summary financial statements cannot be expected to provide as complete an 
understanding as provided in the full financial statements. There is a large amount of relevant 
information in the full financial statements, in particular important information in the financial 
statements regarding significant accounting judgements and estimates. 

Deloitte issued an unqualified audit opinion on the full financial statements for the period 
ended 31 March 2010. 

 

 

http://www.business.govt.nz/
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9.   Minimum subscription 
 

There is no minimum amount that, in the opinion of the directors of the Manager, 
must be raised by the issue of Units in the Fund or in any Class of the Fund.  
 

10. Guarantors 
 

Neither the Trustee, the Manager nor any other person guarantees the payment of 
any money payable from the Fund. 
 

11. Acquisition of business or equity securities 
 

No business or equity securities have been acquired for the purposes of the Fund. 
 

12. Options and units paid up otherwise than in cash 
 

(1) No options to subscribe for Units have been or are to be issued. 
 

(2) No Units have been or are to be issued for a consideration other than cash. 
 
13. Interested persons 

 
(1) As noted above under clause 6(2), the Manager is responsible for the day-to-

day management and administration of the Fund subject to the provisions of 
the Trust Deed. 
 
Currently no management or other fee is payable by the investor or from the 
assets of the Fund. 
 
The Trustee is responsible for carrying out the Trustee’s functions with respect 
to the Fund as specified in the Trust Deed.  
 
As well as not being paid any fees out of the Fund, the Manager is responsible 
for the payment of the Trustee’s fees and any other costs or expenses incurred 
by the Trustee or itself in relation to the Fund.  These fees are not deducted 
from the assets of the Fund although the Trustee has an unlimited right of 
indemnity out of the assets for any fees or expenses incurred and not 
reimbursed or paid by the Manager.  The amount of these fees and expenses 
cannot be ascertained at the date of this Prospectus. 
 
If deemed appropriate, an entry fee and/or a redemption fee may be 
introduced by the Manager, but only after giving three months’ prior 
notice to Unitholders.  Introduction of an entry fee and/or a redemption fee 
will not apply to investments existing on the date of introduction.   
 
The Manager has the right at any time to amend this policy of not 
charging a management fee, of paying the Trustee’s fees and of paying 
expenses incurred by the Trustee or itself.  Three months’ prior notice 
must be given to Unitholders prior to introducing changes to this policy 
and this may apply to investors during their term of investment.  
 
In the event that the Trustee’s fees and expenses are not paid by the Manager, 
the Trustee is entitled to be reimbursed from the Fund. The amount of these 
fees and expenses cannot be ascertained at the date of this Prospectus.  There 
is no limit on the Trustee’s fees and expenses. 
 
In addition the Trustee is entitled to charge special fees for services of an 
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unusual or onerous nature outside the Trustee’s regular services.  There is no 
limit to the amount of special fees that may be charged.  
 
The Manager has no intention of amending the fees and expenses policy at the 
date of this Prospectus. 
 

(2) Although neither the Manager nor the Trustee has a material interest in the 
Fund or any contract or arrangement entered into on behalf of the Fund as at 
the date of this Prospectus, as noted above under clause 6(5), the Manager 
intends to invest all the assets of the Fund in PSIS Stock. 
 

(3) All investments by the Fund since 14 September 2009 have been in PSIS 
Stock. 

 
14. Material contracts 
 

The only material contracts which have been entered into during the two years 
preceding the date of registration of this Prospectus are: 
 

 the Master Trust Deed;  
 the Establishment Deed; and 
 the Deed of Amendment to Master Trust Deed. 

 
15. Pending proceedings 
 

There are no legal proceedings or arbitrations that are pending at the date of 
registration of this Prospectus that may have a material adverse effect on the Fund. 
 

16. Issue expenses 
 

Issue expenses, including legal, accounting and audit fees are estimated to be 
$10,000.  The Manager will pay these issue expenses from its own money.  The 
Manager does not pay brokerage and no commissions are payable by, or to, anyone 
in respect of the Fund.  
 

17. Other terms of offer and units 
 

All terms of the offer and all terms of the Fund being offered, are set out in this 
Prospectus except for those implied by law and those contained in the Master Trust 
Deed and Establishment Deed. 

 
18. Financial statements and Auditor’s report 
 

The latest financial statements for the Fund that comply with and have been 
registered under the Financial Reporting Act 1993 are for the period ended 31 March 
2010 and were registered with the Companies Office on 13 August 2010. 
 
The auditor’s report on those financial statements is dated 25 June 2010.  The report 
provided an unqualified opinion and did not refer to any fundamental uncertainty.  
 
A copy of the latest financial statements for the Fund and the auditor’s report can be 
obtained free of charge from the registered office of PSIS at PSIS House, Cnr 
Featherston and Ballance Streets, Wellington during normal business hours or can be 
viewed on the Companies Office website at www.business.govt.nz/companies.  

 
A copy of the most recent financial statements of PSIS can be obtained free of 
charge from the registered office of PSIS at PSIS House, Cnr Featherston and 
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Ballance Streets, Wellington during normal business hours or can be viewed on the 
Companies Office website at www.business.govt.nz/companies. Where relevant 
documents are not available on the Companies Office website, a request for the 
documents can be made by contacting the MED Business Service Centre on 0508 
266 726.  A fee may apply. 
 

19. Inspection and obtaining copies of documents 
 

The Trust Deed (together with any amendments), financial statements for the Fund 
(together with the Auditor’s report), material contracts referred to in clause 14 of 
this Prospectus, and the current registered prospectus for PSIS Stock may each be 
viewed, on request, between 9:00 a.m. and 5:00 p.m. at the offices of PSIS at PSIS 
House, Cnr Featherston and Ballance Streets, Wellington. No fee is charged by the 
Manager for any such inspection. 
 
These documents may also be available for inspection at the Companies Office 
website at www.business.govt.nz/companies by searching numbers 931055 for PSIS 
and 2324553 for the Fund.  Where the relevant documents are not available online, 
they can be obtained (on payment of the relevant fee) by telephoning the MED 
Business Service Centre on 0508 266 726. A fee may apply. 
 

20. Other material matters 
 

PSIS’s creditworthiness is rated by a ratings agency approved by the Reserve Bank 
of New Zealand under Section 157J of the Reserve Bank of New Zealand Act 1989.  
The approved ratings agency is Standard & Poor’s Ratings Services (Standard & 
Poor’s). 
 
The current long term credit rating of PSIS is BB+ with outlook positive.  Standard & 
Poor’s defines its BB rating to mean the obligor “is less vulnerable in the near term 
than other lower-rated obligors.  However, it faces major ongoing uncertainties and 
exposure to adverse business, financial, or economic conditions, which could lead to 
the obligor’s inadequate capacity to meet its financial commitments.”  The reference 
to “+” as a modifier indicates the relative standing of PSIS’s credit rating within the 
“BB” category of rating.  Standard & Poor’s rating outlook assesses the potential 
direction of a long-term credit rating over the intermediate term (typically six 
months to two years).  Standard & Poor’s provides that an outlook of “positive” 
indicates that PSIS’s credit rating may be raised.  PSIS’s credit rating has not 
changed in the past two years, having being held since 21 December 2007. 
However, PSIS’ credit rating outlook changed from stable to positive on 15 July 
2010. 
 
A Standard & Poor's rating is an opinion of the probability of default. Based on 
Standard & Poor's historical default studies, a BB+/B rating indicates that over a 12-
month period there is approximately a 99% probability that entities rated BB+/B will 
meet all their obligations in full and on time. 
 
This is a local currency (New Zealand dollar), long-term issuer rating.  This type of 
rating expresses an opinion about an issuer’s overall financial capacity (its 
creditworthiness) to pay its financial obligations over a horizon that is not short-
term.  Standard & Poor’s bases this rating on an independent review and analysis of 
PSIS which includes a review of PSIS’s ownership, management and governance 
structures, loan book, credit quality, level of diversification, competencies and 
lending procedures. 
 
Standard & Poor’s ratings range from AAA (extremely strong) to D (in default).  This 
scale is set out in the table below together with the details of where PSIS sits on 
that scale. 
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Standard and Poor’s Rating Scale  

AAA Extremely Strong  
AA+ 
AA Very Strong 
AA- 

 
 

A+ 
A Strong 
A- 

 

Investment Grade 
Ratings 

BBB+ 
BBB Adequate 
BBB- 

 

BB+ 
BB Less Vulnerable 
BB- 

<- PSIS 

B+ 
B More Vulnerable 
B- 

 

CCC+ 
CCC Currently Vulnerable 
CCC- 

 

Speculative Grade 
Ratings 

CC Currently Highly Vulnerable  
 D In Default  

 

Credit ratings are statements of opinion issued by Standard & Poor’s.  A credit 
rating is not a statement of fact, an endorsement of the rated entity, or a 
recommendation to buy, hold, or sell securities.  Analytic services provided by 
Standard & Poor’s are the result of separate activities designed to preserve the 
independence and objectivity of ratings opinions.  Ratings are based on information 
received by Standard & Poor’s.  Other divisions of the company may have 
information that is not available to Standard & Poor’s.  Standard & Poor’s has 
established policies and procedures to maintain the confidentiality of non-public 
information received during the ratings process.  Standard & Poor’s receives 
compensation for its ratings.  Such compensation is normally paid either by the 
issuers of such securities or third parties participating in marketing the securities.  
While Standard & Poor’s reserves the right to disseminate the rating, it receives no 
payment for doing so, except for subscriptions to its publications. 
 
Ratings are subject to change.  Further information is available on the website of 
Standard & Poor’s at www.standardandpoors.com. 
 
Taxation 
The following is a summary of the New Zealand tax implications for investors in the 
Fund.  The information contained in this summary is of a general nature only and is 
limited to the key tax implications for those investors who are New Zealand tax 
residents.  This summary is not legal advice.  It is based on tax legislation as at the 
date of this Prospectus (but notes, where relevant, legislated changes that will take 
effect on 1 October 2010).   
 
Term Fund is a PIE 
The Fund is a Portfolio Investment Entity (PIE) that is a multi-rate PIE and intends 
to maintain that status so that it will be subject to the PIE Rules.  Should the Fund 
cease to be a PIE, the taxation rules applying to the Fund will change. 
 
For tax purposes, the Manager may determine that one or more Classes form one 
Investor Class. 
 

 

http://www.standardandpoors.com/
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Determining the tax rate for an investor in the Term Fund 
Investors must determine their Prescribed Investor Rate (PIR) and notify that rate 
to the Manager together with their IRD number in accordance with the terms of the 
Trust Deed and the PIE Rules. The rate notified is their “Notified Investor Rate”.  
The rules for determining an investors’ PIR are set out in Inland Revenue guidance 
which is available on the IRD’s website www.ird.govt.nz.   
 
Investors that do not notify the Manager of their PIR will be treated as having a 
Notified Investor Rate that is equal to the default rate.  The default rate is currently 
30%, as from 1 October 2010 this will decrease to 28%. 
 
Where two or more persons are jointly treated as a single investor the Notified 
Investor Rate to be used will be the highest Notified Investor Rate applicable to any 
of the joint investors.  All joint investors in the Fund are required to notify their rate 
and provide their IRD numbers to the Manager. 
 
An investor’s PIR may change and the Manager will request confirmation of an 
investor’s PIR on an annual basis.  If no response is provided, the Manager will 
continue to undertake tax calculations based on the last notified rate. An investor 
can also notify the Manager of any change to his or her rate at any time.  Any 
notification will be effective from the start of the period in which the notification is 
made.   
 
The consequences to an investor of an incorrectly notified PIR can be serious.  If an 
investor is in any doubt about whether their notified rate is correct they should talk 
to their tax adviser before contacting the Manager. 
 
If Inland Revenue considers that your Notified Investor Rate is incorrect it may 
instruct the Fund to use a different rate. 
 
Taxation of Portfolio Investment Entity and Investors 
The tax rules relating to PIEs effectively allow the Fund to pay tax in respect of the 
income attributed to each investor at that investor’s Notified Investor Rate.  The tax 
liability of the Fund is calculated at the end of each “calculation period”.  The 
calculation period is determined by the Manager in accordance with applicable law.  
The tax liability of the Fund is the aggregate of the tax liabilities calculated with 
respect to the net income (or loss) attributed to each investor in each calculation 
period.  The tax paid by the Fund on attributed income is generally a final tax and 
the investor will not pay any further tax on income, even when distributed from the 
Fund, unless: 
 

 the investor has redeemed or sold Units in a period and the value of the 
Units held by the investor following such sale or redemption is insufficient to 
meet the investor’s attributed tax liability for that period and the Trustee has 
not elected to satisfy such liability from the proceeds of sale or redemption of 
the investor’s Units; 

 the investor has notified a PIR of 0%, in which case the attributed PIE 
income must be reflected in the investor’s own tax return and will be subject 
to tax at the investor’s applicable tax rate; or 

 an investor’s Notified Investor Rate is lower than their PIR, in which case the 
investor must file a tax return including the attributed PIE income and the 
investor may be liable to further tax (at their marginal tax rate, which may 
be higher than their PIR or the default notified rate) on their attributed PIE 
income.  In such a case, the investor, not the Fund, will be personally liable 
to pay the tax shortfall and may also be subject to penalties and interest 
charges by Inland Revenue.   
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The Manager may cancel or redeem an investor’s Units at any time and may use 
the proceeds from the redemption or cancellation to fund an investor’s attributed 
tax liability.  
 
If an investor’s Notified Investor Rate is higher than their PIR, the investor will not 
be able to claim a refund for any excess tax paid by the Fund in respect of income 
attributed to them.     
 
If an investor is attributed a net loss for tax purposes, or the tax credits attributed 
to an investor exceed the tax liability in respect of an investor’s attributed PIE 
income, then the Fund may be entitled to a (refundable) tax credit.  The benefit of 
that tax credit will then be proportionally attributed to the investor in accordance 
with the Trust Deed, for example, as a cash dividend or additional Units in the 
Class. 
 
Statements for investors 
The Manager will provide a statement containing details of income attributed to an 
investor and tax paid by the Manager in respect of that income shortly after: 
 

 the end of each Tax Year to each investor; and 
 the winding up of the Fund or Class to each affected investor. 

 
Such a statement will include all the information required to be disclosed by the 
Fund under the PIE Rules.  During the Tax Year the Manager may estimate and 
make provision for the investor’s attributed tax liability for relevant periods.  The 
final tax calculation in the annual tax statement may differ from the estimates 
undertaken during the course of the year. 
 
Information requests 
The Manager may require investors to provide information to it to determine 
whether the Fund continues to meet the PIE eligibility requirements within the time 
period requested by the Manager.  Should additional information be required to 
determine whether the Fund continues to meet the PIE eligibility requirements, 
Unitholders must supply such information within 30 days of request. 

 
Additional tax information 
Tax legislation and rates of tax are subject to change. The impact of these changes 
may vary depending on your personal circumstances. It is important that you seek 
professional taxation advice before you invest as the taxation treatment of your 
investment is specific to your circumstances. Neither the Trustee nor the Manager 
can provide you with taxation or investment advice and as such take no 
responsibility for any tax consequences that may arise for you as a result of 
investing in the Fund. 
 
Maximum Unit holdings 
PIEs have restrictions on the percentage of Units any one investor, and associated 
parties holding interests of 5% or more, can hold in an Investor Class. The Manager 
may redeem or void Units exceeding the permitted threshold so as to ensure PIE 
status can be maintained (see “PIE Status” on page [#]). If your Units are voided 
you will receive a refund of your subscription money (plus additional compensation, 
or minus an amount to reflect a decrease in value of the Units which had been 
issued or redeemed, which the Trustee deems appropriate, in consultation with the 
Manager).   
 
Risks 
There are two principal risks faced by investors in Units – not recovering in full the 
money paid for Units, and not receiving the returns referred to in the “What returns 
will I get?” section of the Investment Statement. 
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Other than the Issue Price paid for Units and any money required to be paid in 
relation to personal tax obligations, there are no circumstances in which Unitholders 
will be liable to pay any further money to the Fund. 

Risks that may apply to your investment in the Fund may be categorised into the 
following three categories: 

 Fund risks - risks which relate primarily to the Fund; 
 Fund and PSIS risks - risks which relate to both the Fund and to PSIS (as 

the issuer of the PSIS Stock in which the Fund invests); and 
 PSIS risks – risks which relate primarily to PSIS (as the issuer of the PSIS 

Stock in which the Fund invests). 
 
Set out below are descriptions of risks that fall under each of these categories. 
 

Fund Risks 

(a) Single investment risk. The investments of the Fund are not diversified 
because the Fund invests exclusively in PSIS Stock. The principal risk that 
investors will not recover in full the initial amount of money paid for Units, or 
the returns owed, is that PSIS fails to repay the PSIS Stock held by the Fund. 
This could occur if PSIS became insolvent or was put into statutory 
management in circumstances where it was unable to repay its debts in full. 
Ultimately, investors are taking a credit risk on PSIS. 

(b) Interest rate risk. The income payable by the Fund depends on the 
interest rates payable on the PSIS Stock held by the Fund. The interest 
payable by PSIS on the PSIS Stock will be market interest rates. Investment 
markets in all countries are affected by many factors, including economic and 
regulatory conditions, market sentiment, political events, and environmental 
and technology issues. Thus the interest rates payable by PSIS on the PSIS 
Stock and consequently the amount of the distributions paid by the Fund are 
unpredictable and will rise and fall, although once Units are issued at an 
agreed rate, no change can be made to that rate. 

(c) PIE Status. PIEs have restrictions on the percentage of Units any one 
investor and associated parties holding interests of 5% or more can hold in an 
Investor Class. Generally no investor, together with such associates can hold 
more than 20% of any Investor Class (although this restriction does not apply 
to investors who are other PIEs or fall within a narrow class of other specified 
entities). The Manager may redeem or void Units exceeding the permitted 
threshold so as to ensure PIE status of the Fund can be maintained. If your 
Units are voided you will receive a refund of your subscription money (plus 
additional compensation or minus an amount to reflect a decrease in value of 
the Units which had been issued or redeemed, which the Trustee deems 
appropriate, in consultation with the Manager). 

(d) Tax Risks. Any change in taxation legislation could impact on the Fund’s 
returns. If the Fund’s PIE status is lost due to an event (such as the number of 
Unitholders in an Investor Class reducing to below 20), the Fund or Portfolio 
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would be taxed as a widely held unit trust at 30% (28% after 1 April 2011) 
rather than at Notified Investor Rates. Mechanisms are in place to manage 
compliance with the PIE eligibility requirements. There still exists a risk that 
the Fund could lose its PIE status if there is a breach of those requirements 
and the breach is not remedied within prescribed timeframes. 

Wrong PIR: 

An investor advising a Notified Investor Rate that is lower than their applicable 
PIR or not advising a change to a higher rate,  is obliged to include attributed 
PIE income in their tax return and will be required to pay tax on that income 
at their marginal tax rate.  If that income is not returned in their tax return, 
they may also be liable for interest and penalties. 

If an investor advises a Notified Investor Rate higher than their correct PIR, 
the excess tax paid cannot be claimed back, as PIE tax is a final tax. 

Non-residents: 

The Fund may not be a suitable investment for non-residents. The default PIR 
rate applies to non-residents. Their marginal New Zealand tax rate may be 
lower than this.  Non-residents should seek their own taxation advice before 
investing in the Fund.  

(e) Risk of a claim on the Fund. Under the Trust Deed, the Trustee and the 
Manager are, subject to certain exceptions set out in the Trust Deed, 
indemnified by the Fund and Classes from and against any expense or liability 
that may be incurred in bringing or defending any action or suit in respect of 
the Fund or the provisions of the Trust Deed, and may recover any loss 
suffered except to the extent that any such expense or liability is caused by 
the failure of the Manager or the Trustee (as the case may be) to show the 
degree of care and diligence required by of it in that capacity.  

If a claim is made on the Fund or a Class by the Trustee or the Manager, this 
may affect the Fund’s ability to make payments to you. 

(f) Risk of not being able to withdraw. Under the Trust Deed, the Manager 
has the power to suspend or defer withdrawals in certain circumstances.  This 
means there is a risk that you may not be able to withdraw from the Fund or 
that withdrawal may be delayed. 

Fund and PSIS Risks 

(a) Liquidity risk 

Fund 

Liquidity risk, as it relates to the Fund, is the risk that the Fund will not have 
sufficient funds to distribute income from the Fund at the maturity of 
particular Units or otherwise to meet its monetary obligations in a timely 
manner. The Fund only invests in PSIS Stock, and the PSIS Stock of each 

 



 

1968284 21

Portfolio will have an interest rate and maturity dates matching the rates and 
maturities of the Units in the relevant Class. Accordingly, the liquidity of the 
Fund may be affected by whether or not PSIS pays funds to the Fund on 
maturity of the PSIS Stock held by the Fund, thus allowing such funds to be 
used to pay investors on maturity of Units. PSIS manages its own liquidity risk 
in the manner outlined above. 

PSIS 

Liquidity risk, as it relates to PSIS, is the risk that PSIS will struggle to raise 
funds at short notice to meet its financial obligations. PSIS monitors its 
liquidity daily, weekly and monthly and maintains appropriate assets and 
funding facilities to meet all its obligations in a timely and cost-efficient 
manner. It manages liquidity risk to ensure that it has the ability to pay its 
debts as they fall due. The Board policy is to maintain readily realisable 
investments plus unutilised committed funding facilities at, or above, 20% of 
retail deposits.   

(b) Solvency risk 

Fund 

Money invested in the Fund is held by the Trustee separately from the 
Manager’s and the Trustee’s assets, and would be unaffected by any 
insolvency of the Manager or the Trustee. If the Manager becomes insolvent, 
is put into liquidation or has a receiver appointed, the Trustee is able to 
remove the Manager if the Manager does not retire, and may appoint another 
Manager. 

However as noted above, the Fund is investing in PSIS Stock, and any 
insolvency of the Manager is likely to result in adverse circumstances for the 
Fund, and consequently the Unitholders. 

Other than in relation to personal tax obligations, there are no circumstances 
in which Unitholders will be liable to pay money to any person as a result of 
the insolvency of the Fund. It is intended that PIE tax will be deducted from 
periodic distributions of income and on full redemption of a Unitholder’s Units. 
However the Manager reserves the right to make adjustments to a 
Unitholder’s Units to reflect tax paid or payable on their behalf by the Fund. 
Unitholders also provide an indemnity for tax paid (and any related penalties 
or interest) on PIE income attributed to them to the extent that this PIE tax is 
not paid by deduction or adjustment to their Unitholding. This indemnity would 
only apply if the Unitholder’s interest in the Fund was less than the PIE tax 
liability at the Unitholder’s Notified Investor Rate on income attributed to 
them. 

In the event of insolvency of the Fund, investors will not have any direct 
interest in the underlying assets of the Fund and investors will not be entitled 
to require the Trustee or the Manager to transfer to investors any assets held 
by the Trustee or the Manager. 
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In the event of the Fund being wound up or put into liquidation, creditors of 
the Fund (including the Manager and the Trustee) will rank ahead of the 
claims of Unitholders. Unitholders will rank equally amongst each other and 
each Unit you hold will give you an equal share in any surplus assets of the 
Fund, after payment or discharge of all other claims.  At the date of this 
Prospectus, no other persons rank equally with, or behind such claims.  The 
Fund should have few creditors because of the way the Fund is established 
and because the Manager is meeting the fees of the Manager and the Trustee. 

PSIS 

Solvency risk, as it relates to PSIS, is the risk that PSIS cannot pay its debts. 
To mitigate this risk, its Board sets prudent policies to ensure it has enough 
capital and adequate access to funding to meet its debts as they arise. PSIS’ 
total capital adequacy, set at a minimum of 12% on a risk adjusted basis, is 
50% higher than the minimum 8% required by the Reserve Bank for 
registered banks. 

The New Zealand Guardian Trust Company Limited, as trustee to PSIS, 
supervises the PSIS Debenture Trust Deed and monitors that PSIS operates 
within it, including financial ratios specified in the PSIS Debenture Trust Deed. 
The Trustee of the Fund has no remedies or rights in relation to the PSIS 
Debenture Trust Deed other than the rights held by all holders of PSIS Stock. 

Copies of the PSIS Debenture Trust Deed and the current prospectus for PSIS 
Stock may be obtained from the Manager or from the Companies Office as 
stated on page [24] under the heading “What other information can I obtain 
about this investment?”. 

If PSIS is put into liquidation, the money it owes investors will rank equally 
with those of its other secured investors, but behind: 

 “Prior Charges” permitted by the Trust Deed; and 
 creditors required by law to be paid in priority to secured creditors. 
 
The PSIS Debenture Trust Deed sets limits on the amount of Prior Charges its 
allowed to create (basically, it cannot grant Prior Charges which have total 
security over more than 5% of its “Total Tangible Assets”). PSIS describes 
what debts will rank ahead of investors and what safeguards are in place to 
limit those debts in the current prospectus for PSIS Stock under the heading 
“Ranking of Securities”. Otherwise the money PSIS owes investors will rank 
ahead of all our other obligations. 

(c) Legal and regulatory compliance risk  

Fund 

Legal and regulatory compliance risk, as it relates to the Fund, is the risk of: 

 not anticipating changes to legislation and converting these into policies for 
maintaining compliance; and/or 
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 future changes to legislation or applicable regulations being introduced 
which could affect the operation of the Fund or Unitholders’ distributions or 
the level or nature of returns from the Fund.   

 
In particular, a change in tax laws could affect investor’s returns and the 
returns of the Fund. 
 
PSIS 

Legal and regulatory compliance risk, as it relates to PSIS, is the risk of PSIS 
not anticipating changes to legislation and converting these into policies for 
maintaining compliance.  

PSIS has a risk management plan to identify and manage these risks as they 
arise and it gets legal advice from legal professionals who have specialist 
knowledge in respect of both its own compliance and the Fund’s. 

PSIS Risks 

PSIS is subject to the same general risks which all financial institutions face. 
Its primary risks are credit, competitor, liquidity, funding, price, legal and 
regulatory compliance, solvency and claims on PSIS Life. PSIS manages these 
risks within a formal corporate governance framework overseen by its Board 
and according to its constitution. 

(a) Credit risk is the risk of loan defaults. If New Zealand was affected by a 
major downturn in the residential property market or high unemployment 
levels, we could be affected by people defaulting on their loans. 

To mitigate credit risk, PSIS often takes security over properties, deposits, 
motor vehicles and other assets. Credit risk exposure is higher on personal 
unsecured loans but this risk is mitigated by limits on such loans both 
individually and collectively within our lending policies. 

Before approving a loan, PSIS generally undertakes an independent credit 
check, seeks an asset valuation where appropriate and assesses the 
borrower’s capacity to make repayments, their financial position and their 
credit history with us. Following any loan approval, it regularly monitors loan 
repayment arrears, takes prompt action to address arrears/default situations 
and takes fair but firm action to realise security and minimise losses in the 
event of default. 

All of PSIS’ loans are within New Zealand. 

(b) Competitor risk is the risk of profit being adversely impacted by our 
inability to obtain new customers and/or retain existing customers. PSIS 
implements various marketing campaigns and offers strong customer service 
to manage this risk. 

(c) Funding risk is the risk that PSIS relies too much on a particular source 
of funding and finds that it runs out or becomes too expensive. PSIS looks to 
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raise its funds from a variety of sources. It wants to ensure it has a stable 
diversified funding base without over-reliance on any one source. 

The objectives of PSIS’ liquidity and funding policies are to: 

 ensure it pays its debts when due; 
 provide adequate cost-effective protection against funding risk, even in a 

crisis; and 
 achieve sustainable, lowest-cost funding within the limitations of funding 

diversification requirements. 

(d) Price risk is the risk that the value of PSIS’ loans, deposits and 
investments and the interest it earns on them will fluctuate as a result of 
changes in interest rates. The risk is that the interest PSIS earns on its loans, 
deposits and investments may change at a different time and/or by a different 
amount than the interest it pays on its financial liabilities, including investors 
accounts. 

(e) Claims on PSIS Life. PSIS underwrites life insurance via its wholly-
owned subsidiary, PSIS Life Limited. If PSIS is required to satisfy a large 
number of claims over a short period of time, its profitability might suffer. To 
manage this risk, PSIS holds appropriate levels of reinsurance cover and 
maintains a prudent level of capital. It also engages an independent actuary to 
ensure adequate provision for future liabilities (including claims), is 
maintained. 

PSIS Board is responsible for the review and approval of PSIS’s systems of 
risk management, compliance and control. 

PSIS’ Board maintains a formal set of delegated authorities (including policies 
for credit and treasury), that clearly define the responsibilities delegated to 
management and those retained by the Board. PSIS’ Board approves these 
delegated authorities and reviews them annually. 

Management formally reports on all aspects of key risks to the Audit and Risk 
Review Committee of the Board at least three times each year. In addition, 
the following management committees review and manage key risks: 

 the Senior Management Team meets regularly to consider new and 
emerging risks, reviews actions required to manage and mitigate key risks, 
and to monitor progress; and 

 an Asset and Liability Committee meets weekly to consider, monitor and 
review exposure to interest rate risk, liquidity and funding, investments, 
portfolio performance, credit risk and credit policy. 

 
PSIS manages this risk by setting limits on the amount of interest margin at 
risk and through monthly monitoring of this risk. It uses interest rate hedging 
instruments (including fixed rate agreements, options and interest rate swaps) 
to limit interest rate risk. 

Unitholders should be aware of these risks when investing and that not all risks can 
be foreseen. Past performance is no guarantee of future performance. 
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Crown Guarantee does not apply to an investment in this Fund. 
 
Although PSIS has a guarantee under the New Zealand deposit guarantee 
scheme in relation to PSIS Stock (which expires on 12 October 2010), it 
should be noted that the Fund itself does not have a guarantee under the 
New Zealand deposit guarantee scheme, nor is the Fund’s investment in 
PSIS Stock guaranteed under the scheme. 

Except as set out above, there are no other material matters relating to the Fund 
other than those set out elsewhere in the Prospectus. 
 

21. Manager’s statement 
 

After due enquiry by the directors of the Manager in relation to the period between 
31 March 2010 (being the balance date of the Fund’s financial statements) and the 
date of delivering this Prospectus for registration, there have not, in the opinion of 
the directors of the Manager, been any material and adverse changes to: 
 
 the value of the Fund’s assets relative to its liabilities (including contingent 

liabilities); nor 
 the ability of the Fund to pay its debts as they become due in the normal course 

of business. 
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24. GLOSSARY 
 
The following capitalised terms used in this Prospectus have the following meanings.  
Some of these terms are summaries of definitions in the Trust Deed.  For complete 
definitions, reference should be made to the Trust Deed. 
 

Act The Unit Trusts Act 1960. 

Authorised Investments The category of investments which may be held by 
the Fund. 

Business Day Any day (other than a Saturday or Sunday) on 
which banks are open for business in Wellington. 

Class A class of Units in the Fund determined by 
reference to their interest rate and/or term. 

Distribution Period For each Unit, the period from the issue date to the 
redemption date of that Unit, or such other periods 
which the Manager may determine by 1 month’s 
written notice to Unitholders. 

Establishment Deed The Establishment Deed dated 6 July 2009 between 
the Manager and the Trustee.  

Extraordinary Resolution A resolution of Unitholders passed by a majority of 
not less than 75% of: 

 the relevant Unitholders voting at a meeting 
upon a show of hands; or  

 the votes given on a poll if a poll is duly 
demanded.   

Gross Asset Value In respect of the Fund or Portfolio, the aggregate 
value of the Investments held by the Fund or in 
respect of a Portfolio. 

Fund The PSIS PIE Term Fund. 

Investment Each investment or other asset held by the Fund. 

Investor Class An Investor Class has the meaning specified in 
Section YA 1 of the Income Tax Act 2007. 

Issue Price The price at which Units are issued, being the Net 
Asset Value of the relevant Portfolio divided by the 
number of Units on issue in the relevant Portfolio. 

Manager PSIS Limited. 

Master Trust Deed The Master Trust Deed dated 6 July 2009 (as 
amended by a Deed of Amendment to Master Trust 
Deed dated 27 August 2010) between the Manager 
and the Trustee.   

Net Asset Value In respect of the Fund or Portfolio, the Gross Asset 
Value of the Fund or Portfolio, deducting all 
liabilities and all undistributed income of the Fund 
or Portfolio. 

Notified Investor Rate  The rate a Unitholder has notified to the Fund, 
being the rate at which income attributed to them 
in the Fund will be taxed. 
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NZ GAAP Generally accepted accounting practice as defined 
in Section 3 of the Financial Reporting Standards. 

NZ IFRS New Zealand Equivalents to International Financial 
Reporting Standards. 

Ordinary Resolution A resolution of Unitholders passed by a majority of 
not less than 50% of: 

 the relevant Unitholders voting at such meeting 
upon a show of hands; or 

 the votes given on a poll if a poll is demanded. 

PIE A portfolio investment entity as defined in the 
Income Tax Act 2007. 

PIE Rules The provisions of the Income Tax Act 2007 that 
relate to the taxation of a PIE. 

PIE tax Tax payable by the Fund, the Trustee, or the 
Manager (whether deferred or current) which is 
determined by reference to Notified Investor Rates 
of Unitholders or and is attributable to income 
attributed to Unitholders. 

Prescribed Investor Rate or 
PIR 

The rate a Unitholder is entitled to elect under the 
Income Tax Act 2007 in relation to income 
attributed to them by a PIE. 

PSIS PSIS Limited. 

PSIS Debenture Trust Deed The Amending and Supplemental Trust Deed dated 
6 June 2008 between the Manager and The New 
Zealand Guardian Trust Company Limited (as from 
time to time amended). 

PSIS Stock Secured debenture stock issued by PSIS under the 
PSIS Debenture Trust Deed. 

Portfolio A part of the Fund which is attributable to a 
particular Class of Unit. 

Redemption Price The price at which Units are redeemed, being the 
Net Asset Value of the relevant Portfolio divided by 
the number of Units on issue in the relevant 
Portfolio. 

Registrar PSIS Limited. 

Tax year A Tax Year has the meaning specified in Section 
YA1 of the Income Tax Act 2007, which is a period 
starting on 1 April and ending on 31 March. 

Trust Deed Together the Master Trust Deed and the 
Establishment Deed (as amended from time to 
time). 

Trustee Trustees Executors Limited. 

Unit A unit in a Portfolio. 

Unitholder The registered holder of a Unit. 

Unit Register The register of Unitholders. 
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Valuation Day Each Business Day. 

 

References to any legislation include that legislation as amended or superseded. 


	Applications, Issues of Units, Register and Certificates
	Redemptions
	Suspension of Redemptions
	If by reason of:
	 the suspension of trading on any securities exchange; or
	 financial, political or economic conditions applying in respect of any financial market; or
	 the nature of any Investment; or
	 the occurrence or existence of any other circumstance or event relating to the Fund or generally, 
	Transfers of Units
	Manager
	Trustee
	Accounts and Auditor
	Expenses
	Meetings of Unitholders
	Amendments to Trust Deed
	Authorised Investments
	PIE




