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Distribution Return 
 
Last Qrt   Last 12 
 Months 

Growth Return 
 

Last Qrt Last 12 
 Months 

Total Return 
 

Last Qrt Last 12  
  Months 

Funds Under 
Management 

Kinsmen Diversified 
Property Fund 

 
Nil Nil -1.18% -8.24% -1.18% -8.24% $11.5 million 
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For the past four years the quarterly reports from Kinsmen have been written by our General Manager, Jim Papanicolaou. Jim has 
moved on and I want to take this opportunity to thank him for his contribution to Kinsmen and to wish him the best in his new career. 
 
I am Paul Zahara, the Managing Director of Kinsmen and I will now be writing the quarterly reports.   
 
Over the past 18-24 months Kinsmen’s view has been that property markets in Australia started the downturn in fundamental balance; 
that is there was a reasonable balance between supply and demand.  In spite of this, the performance of the property markets has been 
poor as a result of the intimate relationship between the property markets and capital markets, which as we all know have been 
suffering.  Over the last quarter we have begun to see the first tangible signs of improvement in property markets, resulting from 
improvements in the capital markets. 
 
The impact of the global financial crisis on the property markets has mostly been felt as a result of lack of liquidity, resulting in a 
stalemate across markets.  Prospective buyers have been unable to access credit, and therefore unable to buy.  Sellers have had no 
buyers with the ability to complete transactions.  The following graph from the Reserve Bank of Australia shows the first signs of a 
turnaround in credit conditions, which we hope will lead to a greater volume of transactions in all property markets. 
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In another hopeful sign, the Mercer/IPD Australian Pooled Property Fund Index is showing an annualised 1.1% return for the past 
month, although it is still showing a negative 4.6% return for the past 12 months.  Compared to other long term managed investment 
options property is still comparing favourably with the JP Morgan: Fixed Income GBI 7-10yrs Index showing a negative 1.5% 
annualized return for the past month (and negative 4.1% for the past 12 months). 
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Over a number of quarterly reports we have stated that the objective of the Fund is “the orderly realisation and sale of its 
development assets to generate liquidity for the Fund and its investors for the eventual return of capital to investors.” As the worst 
of the downturn caused by the global financial crisis passes, the validity of this strategy is being illustrated.  Through careful efforts 
to manage cashflow and to maximise the value of the underlying properties we believe we are well positioned to see increases in the 
value of the remaining assets.  We are also seeing activity in property markets increasing which we hope will lead to an acceleration 
of our ability to sell assets. 
 
We are very aware of the difficulty investors face as a result of the lack of liquidity in this fund.  Our efforts on a daily basis are 
aimed at first, protecting the value of your investment and second, increasing the value of the assets.  We continue to look for 
opportunities to sell assets at profitable prices. 
 
2009 Audited Financial Statements.  In our last Quarterly Report we noted the difficulties we were having in getting the audit of the 
fund completed.  Unfortunately and to my great embarrassment the problem continues.   Since that time many hundreds of hours 
have been spent on trying to resolve the audit but it is still not complete.  The problem is complex and seems to change from time to 
time, but revolves around the auditor’s (Pitcher Partners) requirements for the wording of the notes to the accounts.  We seem to 
have agreed on the numbers that would appear in the accounts some time ago and now just need final sign off on the notes.  I am 
hopeful this will be resolved in the next several weeks.  ASIC refuses to allow us to use another auditor for the 2008-09 year, 
however we have engaged HLB Mann Judd to undertake the audit for the current financial year.  They are ready to commence as 
soon as Pitcher Partners sign off on the current audit. 
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L IBERTY V ILLAS RETIREMENT V ILLAGE , BUNDABERG , QLD 
 
 
Progress on this property is pleasing with occupancy continuing to increase in response to the increased marketing efforts Kinsmen 
introduced when it took over direct management of the complex.  There are 124 units in the complex and 106 were occupied as of 20 
April 2010 and a further 8 residents have reserved units with the intention of moving in over the upcoming weeks.  Two residents have 
given notice of their intention to move, so we expect to have around 108 to 112 units occupied over the next few weeks. 
 
As a consequence of the increased occupancy there are no covered car parks available for new tenants.  At the time the project was 
designed it was not expected that as many residents would have cars as has proven to be the case.  To continue to increase income, and 
the value of the village, we will need to construct additional car ports.  This will happen over the upcoming months and will be funded 
out of operating cashflow. 
 
The team at Bundaberg is headed by Darren Ey and he and his team have done a fantastic job of continuing to attract tenants and 
maintain the first class presentation of the village, which was complicated by the extraordinary rainfall over the past few months.  Not 
only has Darren managed the physical and commercial aspects of the village, he has managed to develop a genuine feeling of 
community in the village which has resulted in happy residents. 
 
We expect that when the village is revalued at the end of the financial year we will see an increase in the book value of this asset. 
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SOLANTO , PALM BEACH , NSW 
 
Progress on the project is disappointing because we have been unable to complete a sale of a unit in this project.  One of the factors 
contributing to the inability to sell units at Solanto has been problems with the roof, which has leaked in rainstorms as well as a range of 
smaller building issues.  The builder and architect each bear some of the responsibility for the problem but the final responsibility lies 
with Kinsmen to resolve the situation.  Prior to Christmas major discussions resulted in a commitment to fix the roof and a solution was 
implemented.  Unfortunately in severe thunderstorms in January and February it became clear that the “solution” did not solve the 
leaking roof problem. 
 
Following more expert input we have now decided to replace the tiles on the roof with a different tiling product which should waterproof 
the building.  We had resisted this move due to the cost, however all cheaper attempts to resolve the problem have failed, so we see no 
choice.  Work has commenced on removing the existing tiles and the new roofing and tiles will be installed over the coming weeks. 
 
An offer has been received for one unit, and negotiations are under way.  A second potential purchaser has indicated that an offer is 
imminent but in both cases the prospective purchasers want reassurance the problems with the roof will be fixed, effectively and 
permanently.  We are hopeful of being able to conclude contracts as soon as the roofing work is resolved. 
 
The Palm Beach finance facility with the National Australia Bank effectively continues to be extended on a short term rolling basis, with 
reviews of building works and marketing occurring on a regular basis. 
 

WEEBAR PLACE , DROUIN , VIC 

 
As advised previously the property has been contracted for sale for $1.3 million with settlement expected in October 2010.  This 
contract is unconditional and we are just awaiting the settlement date. 
 
 
JEFFERSON PLACE , GARFIELD , VIC 
 
There have been no further sales, however we have noticed in improvement in enquiries.  We are increasing the marketing efforts in 
response to the increased interest and are hopeful of beginning to make sales over the upcoming quarter.  All the remaining 22 units 
are rented which is helping liquidity and payment of holdings costs. 
 
A serious rain storm caused damage to individual units and common property at the village in March.  Insurance claims have been 
made but as is always the case there are some items not covered by insurance.  We are currently having discussions with the insurers. 

SOUTHCOTT , A DELAIDE , SA 
 
Construction of the final ten townhouses in the final stage of this project is now complete.  There are a few minor remediation issues 
we continue to liaise with the builder to finalise but these issues are not serious. 
 
There are only 2 units remaining for sale.  This is a good position but obviously we are anxious to finalise the project with the final 2 
sales.  Kinsmen believe that this development has set new standards in quality and established a new benchmark for city living in 
Adelaide. 
 

Echelon, Southcott, Adelaide, SA 
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A USTRALIAN FUEL DISTRIBUTORS , DARWIN , NT 
 
Operations of the Australian Fuel Distributors (“Ausfuel”) site at Berrimah Darwin continue in an efficient manner.  Rentals have 
been paid on time and there are no arrears. 
 
After much discussion regarding the cause of the problem, the cracking bitumen has finally been fixed.  We have been assured the 
problem should not recur.  We have yet to be billed for the work. 

Jefferson Place, Garfield, VIC 

Solanto, Palm Beach, NSW 

Australian Fuel Distributors, Darwin, NT 


