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Wairarapa Group Forest Investment
Financial Information

Section 6 of the PDS contains Financial Information.

The share price is amended from $46 per share to $55.95 per share, or $11,190 for each minimum parcel of 200
shares. This has arisen because the first and second Calls due on 30 June 2019 and 30 June 2020 has been made.

The total Investment Contributions for the period to 31 March 2020 were $5,094,500 and the total Calls of $500,500
due on 30 June 2020 have now been paid.

The audited Financial Statements and Annual Report to 31 March 2020 can be downloaded from the Disclose
Register.

The principal assumptions in the Cashflow Projection on the Expected Life of the Investment are still valid. At the
time the PDS was issued, 36-month average log prices to 30 June 2018 were used as the basis for projected harvest
revenue. This translated to $36,735 per hectare. If log prices were updated to 36-month average prices to 31 March
2020, revenue per hectare would increase to $40,731 per hectare. After balance date, spot prices for logs have
reduced but the 36-month average is still at similar levels.

When the updated revenue per hectare is applied to the sensitivity analysis of log price changes set out on page 28
of the PDS, the return on investment would increase to now be $79,841 gross for the base case of 200 shares.
Assuming inflation of 2% p.a. on the base case, it would be $126,478 gross which would be a gross IRR of 9.21%

Set out on the following pages is the Key Information Summary from the PDS. This is updated to reflect the
increased price for the minimum shareholding because the date for the first Call has now passed.

A further change to the Key Information Summary is the deletion of information on the Sunset Option in favour of
Forest Enterprises Growth Limited. This Option was never exercised because of the success of the Offer and is
therefore irrelevant having lapsed.

All section and page references in the key information summary refer to the PDS.
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1. Key Information Summary
1.1. What is this?

This is an Offer of shares in Wairarapa Group Forest Investment, a forest-owning Managed Investment Scheme
(referred to as the ‘Investment’ or the ‘Scheme’). Your money will be pooled with other investors’ money and
invested. The Manager of the Scheme, Forest Enterprises Limited (FEL or the Manager) invests the money in
establishing and maintaining the forest assets for eventual harvest. FEL takes fees for this management. The assets
and fees are described in this document. By investing in this Scheme, you are relying on the investment decisions of
FEL and returns from the forest assets that the Scheme invests in. There is a risk that you may lose some or all of
the money you invest.

Key terms and technical words in this Product Disclosure Statement (PDS) are defined or explained in the Glossary
which can be found from page 43.

1.2. Who manages this Scheme?

Forest Enterprises Limited is the licensed Manager of the Scheme. Forest Enterprises Growth Limited (FEG or the
Offeror), a related party of the Manager, is the Offeror of the shares in the Scheme. Refer to Section 10 About
Forest Enterprises Limited and Others Involved in the Scheme from page 37 for further details.

1.3. What are you investing in?
General nature of the forestry investment

The Scheme has been structured as a long-term contributory investment in 3 young second rotation forests in the
Wairarapa region held to harvest when over 950 hectares of trees are mature.

The Scheme will conclude in around 25 years when the youngest trees are mature and harvested. The Investment
return should commence in 19 years (around 2039) when the 2013 age class trees are harvested under the Forest
Management Plan and continue for around 6 years until the remaining trees are harvested and Land sold.

A return on investment will be dependent on stumpage generated from harvest of the trees, sale of the Land and
any replanted Treecrop on the Land at that time.
Investment objectives and strategy of the Scheme
The Scheme’s investment objective and strategy is to acquire the Land, complete the Forest Management Plan to
maximise the value of the Treecrop for eventual harvest and distribute the proceeds to Investors.
Key existing and proposed Scheme property
The main Scheme property is the Land (which is second rotation forestry land, classified as pre-1990 forest land
under the Climate Change Response Act 2002), plus re-planted trees (established or to be re-established) as follows:
Year Established
2005 2009 2013 2014 2015 2016 2017 2018 2019 Total

Forest Property

Awaroa 0.0 0.0 0.0 0.0 0.0 1079|1175 33.1 | 494 | 307.9
Korori 0.0 0.0 336 | 142 0.0 43.8 | 453 | 10.2 0.0 [ 1471
Rangiora 5.9 24 958 | 868 | 839 | 116.2 | 1124 | 126 0.0 |515.0
Total Area (Hectares) 5.9 24 1129.4)100.0 | 83.9 | 267.9 | 275.2 | 55.9 | 49.4 | 970.0

Key source of borrowings used, or able to be used, in the future to acquire scheme property

The Scheme can borrow, and the Manager has arranged a term loan facility with the Bank of New Zealand (BNZ)
which will be used during the tending phase of the forest development to ‘smooth’ annual investment Calls so that
investor contributions are similar amounts each year until pruning and thinning is completed. An initial drawdown
on the loan of $250,000 occurred in the first year so there were no Investor Calls until 30 June 2019. The maximum
borrowings under the term loan is $650,000 which will likely occur in 2024.

In addition, the Manager has arranged an operating overdraft with the BNZ of up to $40,000.
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1.4. Key terms of the Offer

Product on Offer Shares in a Limited Partnership and an equivalent number of beneficially held shares
in a General Partner Company of the Limited Partnership.

Minimum Number of Shares The Offeror offers for sale under this PDS:

Available its 71,379 shares (the minimum number of shares available); and 18,179 Awaroa
Shares that it acquired from the other parties on or before 30 June 2019.

Minimum Initial The minimum initial investment is 200 shares, but you can invest in any number of
Shareholding additional shares.

Price per 200-share parcel $11,190 (Additional shares being $55.95 per share).

Estimated Future The investment is contributory by nature, therefore Calls are made each year to fund
Contributions (Calls) the current year’s budget until the trees are mature and ready for harvest.

per 200-share parcel Calls per 200-share parcel are projected to average around $1,044 per year from 30

June 2019 for 8 years, then drop to average around $258 per year until harvest
commences in or around 2039. Calls for different share parcel amounts will be pro rata
to the 200-share parcel example.

In addition, the annual $60 Investor Administration Fee will be charged once per year
regardless of the size of shareholding.

Calls and timing will vary from the projections as a consequence of changes over time
to the work program and prices. These changes may be material although changes to
the work program that have a material cost impact are subject to Investor vote.

Failure to pay Calls Calls are due on 30 June each year to meet the annual budget. Failure to pay Calls
would put the Investor in default and subject to forfeiture of their shares as per the
governing documents.

Intended Offer Opening Date | 11 October 2018

Intended Offer Closing Date | No fixed closing date. Closes when all shares have been sold.

Further Details For further details on the terms of the offer, see section 4 — Terms of the Offer.

1.5. How you can get your money out

An investment in the Limited Partnership is not redeemable on demand and there is no fixed date on which you may
get your money out.

Your investment in these LP shares can be sold but there is no established market for trading these financial
products. This means that you may not be able to find a buyer for your investment.

Money will be distributed to investors once harvest proceeds are received from 2039 to 2046. It is anticipated that
the investment will end following the sale of the Land in 2046. Provided harvest and the sale of the Land occur
according to the projected timetable, the investment term is approximately 26 years. During this projected term,
Investors can arrange a private sale of their shares, or can choose to offer their shares for sale on the secondary
market operated by Forest Enterprises Limited. See Section 5 How the Wairarapa Group Forest Investment Works
from page 19 for more information.

1.6. Key drivers of returns

The Manager considers that the most significant current and future aspects of the Scheme that will have, or may
have, an impact on the Scheme’s financial performance are:

o Future log prices

o Crop quality at harvest
o Harvest and roading costs

The scale of the Investment, with a wide geographical spread through the Wairarapa (Bideford, Ngahape and Te
Wharau districts) and a seven-year age class spread, should reduce the impact of any short-term impact of price
changes. Furthermore, a robust Forest Management Plan, expertise in forestry management by FEG and best
practice silviculture contribute to the crop quality at harvest. Further information about the key drivers or returns
and the key strategies and plans of the Manager in respect of those drivers can be found on page 8 Section 2.
Factors that may affect the financial performance and Investors’ returns.
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1.7. Wairarapa Group Forest Investment financial information

Returns will not be generated until harvest of the forests over 20 years away, so initially the most useful information
is projected Calls each year that Investors pay starting on 30 June 2019. For each parcel of 200 shares, Calls per 200
share parcel are projected to be $1,001 on 30 June 2020 and $1,040 on 30 June 2021 plus the annual $60 Investor
Administration Fee paid once each year regardless of the size of shareholding. Calls per 200 share parcel will
average around $1,044 per year from 30 June 2019 for 8 years, then drop to average around $258 until harvest
commences in or around 2039.

Gearing Ratios Interest Cover Ratios
Gearing Ratios tell you how much the Investment owes Interest Cover Ratios tell you how much the
(debt) as a portion of what it owns (assets). Investment’s net income exceeds interest on its loans
— : : (as a multiple). As there is no income other than
On acquisition of the 3 Forest Properties 0% unrealised forest crop fair value increases, the ratio is
At 31 March 2019 5.7% negative and of less relevance.
At 31 March 2020 2.7% At 31 March 2019 -39
At 31 March 2020 -30

Further information on how these amounts are calculated is included from page 23.

Prospective financial information included in this PDS has been extracted from prospective financial statements
prepared in accordance with the Financial Reporting Standard 42: Prospective Financial Statements (FRS 42), which
are available on the Offer Register. The prospective financial statements to 31 March 2020 have been subject to a
limited assurance engagement and an unmodified opinion has been issued by Baker Tilly Staples Rodway Audit
Limited, a copy of which is also included on the Offer Register. Longer term Prospective Financial Information in
accordance with FRS 42, not reviewed by Staples Rodway, are also on the Offer Register.

Valuation of forestry assets

The Scheme purchased the 3 forest properties listed below on or about 31 August 2018. The value of those 3 forest
properties, calculated on 31 May 2018 and recalculated in August 2018 was:

Forest Property Percentage of Total Consideration

(Comprising Land Value Value of Scheme Shares in

and Treecrop) Vendor August 2018 Assets Scheme

Awaroa Allure Holdings Limited $1,241,594 28% 28,621 Shares

Rangiora FEG $2,503,978 58% 57,496 Shares

Korori FEG $622,164 14% 13,883 Shares
$4,367,736 100.0%

The valuation is based on the objective mechanism where the Land component is based on separate independent
land valuations carried out by registered land valuers and the treecrop component of the valuation is based on re-
establishment costs incurred by the seller of the properties plus holding costs. For a more detailed explanation see
Acquisition of Key Property on page 12 in section 2.

1.8. Key risks of this investment

Investments in Managed Investment Schemes are risky. You should consider whether the degree of uncertainty about
Wairarapa Group Forest Investment’s future performance and returns is suitable for you. The price of shares in the
Scheme (including the annual Calls on such shares) should reflect the potential returns and the particular risks of
these shares in the Scheme. Forest Enterprises Limited considers that the most significant risk factors that could
affect the value of the Forestry Investment are:

Crop Risk The risk of unfavourable climatic events, disease and fire may cause failure of all or part of the treecrop or the forest
producing less volume and poorer quality logs at harvest.

Mitigating Factors

These risks are minimised by careful forest management. Insurance cover is in place to minimise the risk in respect
of fire and wind related events. These are second rotation forests with proven history in growing the quantity and
quality necessary for a successful tree crop.
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Market Risk The risk associated with changes in supply and demand for pine logs over time resulting in changes in prices.
Mitigating Factors

The scale of the forests means that harvesting will occur over 7 years and this length of harvest will minimise the
impact which cyclical periods of low prices may have on the return.

Operating The risk that restrictions could be placed on harvesting and/or the cost of compliance increases, the risk of inflation,

Environment exchange rate fluctuations and changes in taxation rates and regimes.

Risk Mitigating Factors
Improvements in harvesting technology and the increased mechanisation of harvesting are trends that are likely to
continue to counter compliance cost increases. Cost inflation is likely to be mitigated by revenue inflation. Exchange
rate changes and resulting prices changes will be mitigated by the length of harvest as above.

Counterparty Post-harvest, when the logs are sold, receivables owed to the Scheme which will at various times be held by

Risk counterparties such as the buyers of the logs or by FEG as the forestry manager under a Forestry Management

Services Agreement with FEL. From this money, the harvest costs are paid, before the resulting net amount is
passed back into the custody of the Scheme’s Supervisor.

Mitigating Factors

FEG’s marketing and shipping agents require irrevocable letters of credit for payment by overseas buyers. The risk of
non-performance by FEG is extremely low because under the FMC Act contracting out by the Manager does not
affect the liability of the Manager which remains responsible for the performance of those functions under the
Forestry Management Services Agreement.

This summary does not cover all of the risks. You should also read Section 7 Risks to Returns from Wairarapa Group
Forest Investment from page 29, and other parts in this PDS that describe risk factors.

1.9. What fees will you pay?

The table below summarises the fees and expenses that you will be charged to invest in this Scheme. Further
information about fees is set out in Section 8 What are the Fees? from page 31.

The fees in the table are an estimate of fees to be charged to the Scheme in the periods indicated. Each individual
Investor’s share of these expenses will relate to their pro rata share of the Investment. If an Investor purchases the
minimum shareholding of 200 shares, the figures would be divided by 500 for the Investor’s share.

Set Up Fees Ongoing Investment Fees & Expenses
i Period Ended |Year Ended

Manager and associated persons. ’r::ar::: ;f; Manager and associated persons. 31 March 2019131 March 2020

Property Purchase Base management Fee $25,780 $27,170

Managers Supervision Fee $28,918 Forest Activity Supervision Fee $36,022 S$53,847

Holding Costs $54,933 Non harvest Income Fee S0 S0

Manager’s offeror fee / Brokerage $100,000) Investment Update and indicative valuation fee $5,500 $5,500

Legal Fees $70,000 Harvest Management Fee o) S0

Other Party Fees. Investor Meeting Costs o) $5,000

Legal Fees $44,814 Disbursements $5,000 $5,000
Supervisor $5,000 Other Fees and Expenses

PDS, Scheme Registration & FMA Levy $6,100 Direct Forestry Expenditure $166,883 $255,100

Assurance Fees $6,350 Supervisor's Fees $4,250 $4,250

Total Fees $316,115 Audit Fees $4,500 $4,500

Insurance $10,725 $11,633

Levies $2,500 $2,500

Rates $5,130 $6,840

Interest Charges $12,310 $10,580

Legal & Other Professional S0 S0

Contingency $5,000 $5,000

Total $283,600 $396,920

1.10. How will your investment be taxed?

The Investment is not a portfolio investment entity (PIE). See Section 9 Tax on page 35 for more information.
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Wairarapa Group Forest Investment
Product Disclosure Statement

An offer of shares in the Wairarapa Group Forest Investment, being a
Limited Partnership Structured Investment, offered by Forest Enterprises
Growth Limited.

Issued and managed by Forest Enterprises Limited
11 October 2018

This document gives you important information about this investment to help
you decide whether you want to invest. There is other useful information
about this offer on www.companiesoffice.govt.nz/disclose. Forest
Enterprises Limited has prepared this document in accordance with the
Financial Markets Conduct Act 2013. You can also seek advice from a
financial adviser to help you to make an investment decision.

5 Papawai Place, Masterton 5810 | PO Box 128, Masterton 5840, New Zealand

Forest Office +64 6 370 6360 | Fax +64 6 370 6369 | www.forestenterprises.co.nz
Enter riseso Forest Enterprises is the business name of Forest Enterprises Growth Limited and its subsidiary
p Forest Enterprises Limited. Forest Enterprises Limited is licensed to manage Managed Investment
Schemes (excluding managed funds) which are primarily invested in forestry assets.



1. Key Information Summary
1.1. What is this?

This is an Offer of shares in Wairarapa Group Forest Investment, a forest-owning Managed Investment
Scheme (referred to as the ‘Investment’ or the ‘Scheme?). Your money will be pooled with other
investors’ money and invested. The Manager of the Scheme, Forest Enterprises Limited (FEL or the
Manager) invests the money in establishing and maintaining the forest assets for eventual harvest. FEL
takes fees for this management. The assets and fees are described in this document. By investing in this
Scheme, you are relying on the investment decisions of FEL and returns from the forest assets that the
Scheme invests in. There is a risk that you may lose some or all of the money you invest.

Key terms and technical words in this Product Disclosure Statement (PDS) are defined or explained in
the Glossary which can be found from page 43.

1.2. Who manages this Scheme?

Forest Enterprises Limited is the licensed Manager of the Scheme. Forest Enterprises Growth Limited
(FEG or the Offeror), a related party of the Manager, is the Offeror of the shares in the Scheme. Refer
to Section 10 About Forest Enterprises Limited and Others Involved in the Scheme from page 37 for
further details.

1.3. What are you investing in?
General nature of the forestry investment

The Scheme has been structured as a long-term contributory investment in 3 young second rotation
forests in the Wairarapa region held to harvest when over 950 hectares of trees are mature.

The Scheme will conclude in around 27 years when the youngest trees are mature and harvested. The
Investment return should commence in 21 years (around 2039) when the 2013 age class trees are
harvested under the Forest Management Plan and continue for around 6 years until the remaining trees
are harvested and Land sold.

A return on investment will be dependent on stumpage generated from harvest of the trees, sale of the
Land and any replanted Treecrop on the Land at that time.

Investment objectives and strategy of the Scheme

The Scheme’s investment objective and strategy is to acquire the Land, complete the Forest
Management Plan to maximise the value of the Treecrop for eventual harvest and distribute the proceeds
to Investors.

Key existing and proposed Scheme property

The main Scheme property is the Land (which is second rotation forestry land, classified as pre-1990
forest land under the Climate Change Response Act 2002), plus re-planted trees (established or to be re-
established) as follows:

Year Established
2005 2009 2013 2014 2015 2016 2017 2018 2019 Total

Forest Property

Awaroa 0.0 0.0 0.0 0.0 0.0 [1079 1175 33.1 | 494 | 307.9
Korori 0.0 0.0 336 | 14.2 0.0 43.8 | 453 | 10.2 0.0 |1471
Rangiora 5.9 24 958 | 858 | 839 | 116.2 [ 1124 | 126 0.0 |515.0
Total Area (Hectares) 5.9 24 (1294 )100.0 (| 83.9 | 267.9 | 275.2 | 559 | 49.4 | 970.0

Key source of borrowings used, or able to be used, in the future to acquire scheme property

The Scheme can borrow, and the Manager has arranged a term loan facility with the Bank of New
Zealand (BNZ) which will be used during the tending phase of the forest development to ‘smooth’ annual
investment Calls so that investor contributions are similar amounts each year until pruning and thinning
is completed. An initial drawdown on the loan of $250,000 will occur in the first year so there are no
Investor Calls until 30 June 2019. The maximum borrowings under the term loan is $650,000 which will
likely occur in 2024.

In addition, the Manager has arranged an operating overdraft with the BNZ of up to $40,000.
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1.4. Key terms of the Offer

Product on Offer Shares in a Limited Partnership and an equivalent number of beneficially held shares
in a General Partner Company of the Limited Partnership.

Minimum Number of Shares The Offeror offers for sale under this PDS:

Available and Sunset Option | its 71,379 shares (the minimum number of shares available); and such of the Awaroa
Shares that it acquires from the other parties on or before 30 June 2019.

The shares are subject to a Sunset Option in favour of FEG, under which FEG can buy
back all the shares if it has not been able to sell enough shares in the Scheme by 30
September 2019 to reduce its proportionate interest in the Scheme to 25% or less. In
the unlikely event that this were to occur, Investors would be repaid their purchase price
+ 3% p.a. interest. Once the Sunset Option lapses (when less than 25% of the shares
are owned by FEG) or earlier at FEG’s discretion, Investors will be notified.

Minimum Initial The minimum initial investment is 200 shares, but you can invest in any number of
Shareholding additional shares.

Price per 200-share parcel $9,200 (Additional shares being $46 per share).

Estimated Future The investment is contributory by nature, therefore Calls are made each year to fund
Contributions (Calls) the current year’s budget until the trees are mature and ready for harvest.

per 200-share parcel Calls per 200-share parcel are projected to average around $1,044 per year from 30

June 2019 for 8 years, then drop to average around $258 per year until harvest
commences in or around 2039. Calls for different share parcel amounts will be pro rata
to the 200-share parcel example.

In addition, the annual $60 Investor Administration Fee will be charged once per year
regardless of the size of shareholding.

Calls and timing will vary from the projections as a consequence of changes over time
to the work program and prices. These changes may be material although changes to
the work program that have a material cost impact are subject to Investor vote.

Failure to pay Calls Calls are due on 30 June each year to meet the annual budget. Failure to pay Calls
would put the Investor in default and subject to forfeiture of their shares as per the
governing documents.

Intended Offer Opening Date | 11 October 2018

Intended Offer Closing Date | No fixed closing date. Closes when all shares have been sold.

Further Details For further details on the terms of the offer, see section 3 — Terms of the Offer.

1.5. How you can get your money out

An investment in the Limited Partnership is not redeemable on demand and there is no fixed date on
which you may get your money out.

Your investment in these LP shares can be sold but there is no established market for trading these
financial products. This means that you may not be able to find a buyer for your investment.

Money will be distributed to investors once harvest proceeds are received from 2039 to 2046. It is
anticipated that the investment will end following the sale of the Land in 2046. Provided harvest and the
sale of the Land occur according to the projected timetable, the investment term is approximately 27
years. During this projected term, Investors can arrange a private sale of their shares, or can choose to
offer their shares for sale on the secondary market operated by Forest Enterprises Limited. See Section
5 How the Wairarapa Group Forest Investment Works from page 19 for more information.

1.6. Key drivers of returns

The Manager considers that the most significant current and future aspects of the Scheme that will have,
or may have, an impact on the Scheme’s financial performance are:

. Future log prices
. Crop quality at harvest
. Harvest and roading costs

The scale of the Investment, with a wide geographical spread through the Wairarapa (Bideford, Ngahape
and Te Wharau districts) and a seven-year age class spread, should reduce the impact of any short-term
impact of price changes. Furthermore, a robust Forest Management Plan, expertise in forestry
management by FEG and best practice silviculture contribute to the crop quality at harvest. Further
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information about the key drivers or returns and the key strategies and plans of the Manager in respect
of those drivers can be found on page 8 Section 2. Factors that may affect the financial performance and
Investors’ returns.

1.7. Wairarapa Group Forest Investment financial information

Returns will not be generated until harvest of the forests over 20 years away, so initially the most useful
information is projected Calls each year that Investors pay starting on 30 June 2019. For each parcel of
200 shares, Calls per 200 share parcel are projected to be $989 on 30 June 2019 and $1001 on 30 June
2020 plus the annual $60 Investor Administration Fee paid once each year regardless of the size of
shareholding. Calls per 200 share parcel will average around $1,044 per year from 30 June 2019 for 8
years, then drop to average around $258 until harvest commences in or around 2039.

Gearing Ratios Interest Cover Ratios

Gearing Ratios tell you how much the Investment Interest Cover Ratios tell you how much the

owes (debt) as a portion of what it owns (assets). Investment’s net income exceeds interest on its

— . . loans (as a multiple). As there is no income other
On acquisition of the 3 Forest Properties 0% than unrealised forest crop fair value increases,
At 31 March 2019 5.7% the ratio is negative and of less relevance.
At 31 March 2020 2.7% At 31 March 2019 -39
At 31 March 2020 -30

Further information on how these amounts are calculated is included from page 23.

Prospective financial information included in this PDS has been extracted from prospective financial
statements prepared in accordance with the Financial Reporting Standard 42: Prospective Financial
Statements (FRS 42), which are available on the Offer Register. The prospective financial statements to
31 March 2020 have been subject to a limited assurance engagement and an unmodified opinion has
been issued by Staples Rodway, a copy of which is also included on the Offer Register. Longer term
Prospective Financial Information in accordance with FRS 42, not reviewed by Staples Rodway, are also
on the Offer Register.

Valuation of forestry assets

The Scheme purchased the 3 forest properties listed below on or about 31 August 2018. The value of
those 3 forest properties, calculated on 31 May 2018 and recalculated in August 2018 was:

Forest Property Percentage of Total | Consideration

(Comprising Land Value Value of Scheme Shares in

and Treecrop) Vendor August 2018 Assets Scheme

Awaroa Allure Holdings Limited $1,241,594 28% 28,621 Shares

Rangiora FEG $2,503,978 58% 57,496 Shares

Korori FEG $622,164 14% 13,883 Shares
$4,367,736 100.0%

The valuation is based on the objective mechanism where the Land component is based on separate
independent land valuations carried out by registered land valuers and the treecrop component of the
valuation is based on re-establishment costs incurred by the seller of the properties plus holding costs.
For a more detailed explanation see Acquisition of Key Property on page 12 in section 2.

1.8. Key risks of this investment

Investments in Managed Investment Schemes are risky. You should consider whether the degree of
uncertainty about Wairarapa Group Forest Investment’s future performance and returns is suitable for
you. The price of shares in the Scheme (including the annual Calls on such shares) should reflect the
potential returns and the particular risks of these shares in the Scheme. Forest Enterprises Limited
considers that the most significant risk factors that could affect the value of the Forestry Investment
are:

Crop Risk The risk of unfavourable climatic events, disease and fire may cause failure of all or part of the treecrop
or the forest producing less volume and poorer quality logs at harvest.

Mitigating Factors
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These risks are minimised by careful forest management. Insurance cover is in place to minimise the
risk in respect of fire and wind related events. These are second rotation forests with proven history in
growing the quantity and quality necessary for a successful tree crop.

Market Risk

The risk associated with changes in supply and demand for pine logs over time resulting in changes in
prices.

Mitigating Factors

The scale of the forests means that harvesting will occur over 7 years and this length of harvest will
minimise the impact which cyclical periods of low prices may have on the return.

Operating
Environment
Risk

The risk that restrictions could be placed on harvesting and/or the cost of compliance increases, the risk
of inflation, exchange rate fluctuations and changes in taxation rates and regimes.

Mitigating Factors

Improvements in harvesting technology and the increased mechanisation of harvesting are trends that
are likely to continue to counter compliance cost increases. Cost inflation is likely to be mitigated by
revenue inflation. Exchange rate changes and resulting prices changes will be mitigated by the length of
harvest as above.

Counterparty
Risk

Post-harvest, when the logs are sold, receivables owed to the Scheme which will at various times be
held by counterparties such as the buyers of the logs or by FEG as the forestry manager under a

Forestry Management Services Agreement with FEL. From this money, the harvest costs are paid,
before the resulting net amount is passed back into the custody of the Scheme’s Supervisor.

Mitigating Factors
FEG’s marketing and shipping agents require irrevocable letters of credit for payment by overseas
buyers. The risk of non-performance by FEG is extremely low because under the FMC Act contracting

out by the Manager does not affect the liability of the Manager which remains responsible for the
performance of those functions under the Forestry Management Services Agreement.

This summary does not cover all of the risks. You should also read Section 7 Risks to Returns from
Wairarapa Group Forest Investment from page 29, and other parts in this PDS that describe risk factors.

1.9. What fees will you pay?

The table below summarises the fees and expenses that you will be charged to invest in this Scheme.
Further information about fees is set out in Section 8 What are the Fees? from page 31.

The fees in the table are an estimate of fees to be charged to the Scheme in the periods indicated. Each
individual Investor’s share of these expenses will relate to their pro rata share of the Investment. If an
Investor purchases the minimum shareholding of 200 shares, the figures would be divided by 500 for the

Investor’s share.

Set Up Fees Ongoing Investment Fees & Expenses
i Period Ended |Year Ended

Manager and associated persons. :Aear:?: ;;f; Manager and associated persons. 31 March 2015 | R TR E

Property Purchase Base management Fee $25,780 $27,170

Managers Supervision Fee $28,918 Forest Activity Supervision Fee $36,022 $53,847

Holding Costs $54,933 Non harvest Income Fee S0 S0

Manager’s offeror fee / Brokerage $100,000 Investment Update and indicative valuation fee $5,500 $5,500

Legal Fees $70,000 Harvest Management Fee o] S0

Other Party Fees. Investor Meeting Costs S0 $5,000

Legal Fees $44,814 Disbursements $5,000 $5,000
Supervisor $5,000 Other Fees and Expenses

PDS, Scheme Registration & FMA Levy $6,100 Direct Forestry Expenditure $166,883 $255,100

Assurance Fees $6,350 Supervisor's Fees $4,250 $4,250

Total Fees $316,115 Audit Fees $4,500 $4,500

Insurance $10,725 $11,633

Levies $2,500 $2,500

Rates $5,130 $6,840

Interest Charges $12,310 $10,580

Legal & Other Professional S0 S0

Contingency $5,000 $5,000

Total $283,600 $396,920

1.10. How will your investment be taxed?

The Investment is not a portfolio investment entity (PIE). See Section 9 Tax on page 35 for more
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2. What the Wairarapa Group Forest Investment
Invests In

The key features of the Scheme (often referred to as the ‘Investment’) are as follows.

Statement of Investment Policy and Objectives

The Manager has adopted a Statement of Investment Policy and Objectives (SIPO) for the Scheme
which sets out the policies, objectives and investment strategies in respect of its forests. A copy of the
SIPO is available on the Scheme Register at www.companiesoffice.govt.nz/disclose by searching
‘Wairarapa Group Forest Investment’ under ‘Search Schemes’.

The SIPO sets out that the Scheme’s only allowable assets are:
. The Land and Treecrop on the Land;

. Any other assets which relate directly to or arise from investment in the Land and Treecrop on
the Land, for example licences permitting farmers to graze stock or beekeepers to maintain
hives on the Land, to generate additional revenue;

o Cash deposits with registered New Zealand banks.

The SIPO may be amended by the Manager following consultation with Trustees Executors Limited, the
supervisor for the Scheme (Supervisor). Any material amendment, such as a proposed change which
would change the nature of the Scheme or be inconsistent with the Forest Management Plan, would be
subject to an Investor vote before being implemented. Refer to section 5, for further information on
investor decision making powers, set out in the Governing Documents.

Investment Strategy

The investment strategy of the Scheme is to implement the Forest Management Plan on the Land to
maximise the value of the Treecrop for eventual harvest and distribute the proceeds to investors.

Given the nature of the Scheme’s primary asset (Land and Treecrop on the Land) and its unlisted
ownership structure, the Scheme has a long-term investment horizon. The primary objectives of the
Scheme are to:

o Preserve and increase the value of the Treecrop by successfully undertaking the Forest
Management Plan, and ensuring that the Forest Management Plan is completed to a high
standard, attending to necessary forest development and maintenance to infrastructure such
as roads.

The nature of the Scheme’s investment is that the key determinants of performance only crystallise on
the conversion of the Treecrop via the harvest of the Treecrop.

During the term of the Scheme, an indication of the performance of the Scheme is provided in the
Annual Report by reporting of -

1. The Investors contributions (Calls paid) to date; and

2. The net cash currently projected from the harvest based upon the assumptions expressed; and

3. The current indicative value of a share in the investment based upon the assumptions
expressed.

Investors will also be advised of forest changes that impact on investment performance if they are
material. These include, but are not limited to changes in:

o Net stocked area

. Average stems per hectare

o Achievement of the silviculture objectives expressed in the Forest Management Plan
o Projected volume per hectare at harvest
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Key Property of the Scheme

The Wairarapa Group Forest Investment consists of 3 forest properties: Awaroa Forest, Korori Forest and
Rangiora Forest. Awaroa Forest is located 40km north-east of Masterton in the Bideford district. Korori
Forest is located 53km south-east of Masterton in the Ngahape district, and Rangiora Forest is located
42km south-east of Masterton in the Te Wharau district.

These properties were originally planted from farmland into Radiata pine (pine), mostly in the 1980s.
These first rotation tree crops have now been largely harvested and replanted, with the last of the
harvesting to occur in 2018 and the last of the replanting to be in 2019. The Scheme does not have any
rights to the stumpage from the first rotation tree crops.

Legal descriptions

Awaroa Mangapurupuru Road, 345.40 hectares (ha), CT WN30B/613
Korori Ngahape Road, 193.63ha, CTs WN38B/585 and WN8A/1435
Rangiora Driscoll Road, 604.42ha, CTs WN24B/731, WN31C/494, and WN31C/495 registered FRs

All properties are second rotation forestry land, classified as pre-1990 forest land under the Climate
Change Response Act 2002, plus re-planted trees (established or to be re-established) as follows:

Year Established

Forest Property
2005 2009 2013 2014 2015 2016 2017 2018 2019 Total

Awaroa 0.0 0.0 0.0 0.0 0.0 (1079|1175 | 33.1 | 494 [ 307.9
Korori 0.0 0.0 336 | 14.2 0.0 43.8 | 453 | 10.2 0.0 | 1471
Rangiora 59 24 958 | 858 | 839 (1162|1124 | 12.6 0.0 |515.0
Total Area (Hectares) 5.9 24 |[129.4|100.0 | 83.9 |267.9 [ 275.2 | 55.9 | 494 | 970.0

Areas are based on recent aerial photography and mapping. Updated photography and mapping is
undertaken during the life of a forest. It is usual for the measured net stocked area to change with each
update and the changes can be material.

Refer to the Wairarapa Group Forest map on the next page.
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How the Scheme Property will be managed

The licensed Manager is Forest Enterprises Limited (FEL) which is responsible for and has the authority
to manage the Scheme as expressed in the Governing Documents. In summary, this authority is broad-
reaching subject to operating within the terms of the Deed of Scheme Management (DOSM) for the
Scheme and the Forest Management Plan (Plan) for establishment, management and harvest of the
forest. Refer to the Offer Register for a copy of the DOSM, the Plan and the audit report of Forme
Consulting Group Limited (Forme) on the Plan. John Schrider, Director of Forme has consented in
writing to his audit report being mentioned in this Product Disclosure Statement (PDS) and included in
the Offer Register and has not withdrawn the consent before the PDS was lodged with the Register.

At all times, the Manager remains responsible for the Scheme, however the coordination and supervision
of the field work relating to the Land and Treecrop is contracted out by the Manager to the Manager’s
parent company, Forest Enterprises Growth Limited (FEG). FEG has the specialist expertise and
business relationships to undertake this work under a Forestry Management Services Agreement
between FEL and FEG. FEG will be responsible for ensuring that the Plan is put in place.

The key personnel of the Manager and the Manager’s parent company who will be responsible for
managing the Investment and the Property are:

Name Role

Bert Hughes Bert is CEO and the Forestry Director. He is a New Zealand Institute of Forestry
Registered Consultant, and member of the New Zealand Institute of Directors.

Bert will oversee all aspects of the Investment and the Forest as part of his role of
overseeing all Forest Enterprises’ Managed Investment Scheme forestry investments.

Bert’s bio is on page 37.

Graeme Tindall Graeme is the Managed Investments Director. He is a Chartered Accountant and
professional member of Chartered Accountants Australia and New Zealand.

In conjunction with Bert, Graeme will oversee all aspects of the Investment.
Graeme’s bio is on page 37.

Gordon Wong Gordon is Legal Services Director. He is a Barrister and Solicitor, and member of the New
Zealand Institute of Directors.

Gordon will provide legal oversight of the Investment.
Gordon'’s bio is on page 38.

Malte Coulmann Malte is a Director of Forest Enterprises Growth Limited. He is a New Zealand Institute of
Forestry Registered Consultant, and member of the New Zealand Institute of Directors.

Malte is responsible for ensuring that the Forest Management Plan is implemented.
Malte’s bio is on page 38.

See Section 10 About Forest Enterprises Limited and Others Involved in Wairarapa Group Forest
Investment from page 37 for further details on those involved.

The purpose of the Offer

FEG, the Offeror of Wairarapa Group Forest Investment and parent company of FEL, acquired the
Rangiora and Korori Land and second rotation Treecrop with a view to offering it for sale as a Managed
Investment Scheme. FEL established the Scheme which acquired the Korori and Rangiora forest land
from FEG, and the Awaroa forest land from Allure Holdings Limited (Allure), in exchange for shares in
the Scheme (the Awaroa Shares). FEL has been syndicating forestry investment since 1972 and
previously managed the 3 forest properties acquired by the Scheme for their first rotation.

FEG will use the proceeds from the Offer of the shares to reduce the $3 million borrowings it incurred in
buying the properties from the Korori Forest Partnership and Rangiora Forest Partnership respectively.
There is no minimum amount that must be raised before the shares in the Investment are transferred to
Investors. However, FEG must sell sufficient shares in the Scheme (including any Awaroa Shares
acquired by FEG) to reduce its interest in the Scheme to 25% or less by 30 September 2019. FEG has
underwritten the Offer but under the Deed of Scheme Management, FEG must sell down its initial
investment to other Investors and cannot be a long-term holder of the shares.

To enable FEG to comply with the requirement that it does not hold more than 25 % of the shares in the
Scheme, on 30 September 2019, FEG has the right, under the Deed of Scheme Management, to exercise
a Sunset Option and buy back all shares in the investment. In the unlikely event that this were to occur,
Investors would be repaid their purchase price + 3% p.a. interest. Once the Sunset Option lapses (when
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less than 25% of the shares are owned by FEG) or earlier at Forest Enterprises discretion, Investors will
be notified.

Nature of returns
Investors may receive the following returns in respect of their shares:

o Distributions of operating cashflows to investors relative to their respective shares once
harvest of the 2013 age class trees has commenced. As per the Forest Management Plan, this is
expected when trees are around 26 years old in 2039. Any gains will result from the cashflows
exceeding the price paid for the Treecrop; and

. Any gains which result from the net sale proceeds of the Land and replanted Treecrop
exceeding the purchase price paid for the acquisition of the Land and replanted Treecrop by
the Scheme.

Factors that may affect the financial performance and Investors’ returns

FEL and FEG do not guarantee the shares offered under this PDS or the projected cash returns to
Investors or any payment of returns by the Scheme. Factors that may have the greatest effect on
financial performance are as follows:

Factor Strategy to minimise impact
Future Log As a long-term Investment of more than 25 years which has no material income until harvest
Prices of the trees, log prices at harvest may have the most impact on returns from the investment.

Having a seven-year age class spread with the majority of trees planted from 2013 to 2019
helps to reduce the impact of any short-term price movements in log prices.

Crop Quality at The scale of the investment, with a wide geographical spread through the Wairarapa
Harvest (Bideford, Ngahape and Te Wharau districts) should reduce the impact of localised weather
events, combined with FEG’s management of the Plan.

Harvest and The size of the Investment combined with the scale of FEG’s other forests under management
Roading Costs should place it in a good negotiating position with contractors to achieve competitive rates.

Acquisition of Key Property

The Wairarapa Group Forest Investment has acquired Land and re-established Treecrop in 3 separate
second rotation forest properties in the Wairarapa. To facilitate the acquisition of the properties by the
Investment, FEG purchased the Rangiora and Korori Forests from the forest partnerships involved in the
first-rotation forests with a view to offering them for sale as a Managed Investment Scheme. FEL
established the Scheme for this purpose. The Awaroa property was also added to the Investment, with
28,621 of the 100,000 shares (the Awaroa Shares) transferred for its contribution to the Investment.

To determine how many Awaroa Shares to allocate for the contribution of the Awaroa forest to the
Investment, the shareholders of Allure Holdings Limited (Allure) (as vendor of the Awaroa forest) were
presented with valuations for the 3 forests on 16 May 2018, and agreed that Allure contributed 28.6% of
the value of the land and trees to the Investment, on the basis that they had an obligation to replant
33.1 hectares in 2018 and 49.4 hectares in 2019.

FEG considers that the basis of calculation for the number of shares issued to Allure for the Awaroa
Forest is an appropriate objective mechanism for calculating the initial values for all 3 forests within
Wairarapa Group Forest Investment.

The purchase price of the Land and replanted trees for the 3 forest properties is primarily based on the
following objective formula.

1. Land as valued by a Registered Valuer; plus

2. Premium of an additional 10% to 15% of the land valuation paid to the initial vendor that FEG
purchased the Land from, based on assessed quality from the Managers knowledge of the first
rotation; plus

3. The actual cost of the investment in the second rotation Treecrop to date, plus 3% interest
compounded per annum on this Investment; plus

4. Holding costs for Rangiora which had larger areas planted earlier.

The above mechanism is considered the most appropriate way to determine the value of the three
forests. In all instances, the land had independent valuations carried out, and these valuations have
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been updated in August 2018. Each Registered Valuer has consented to their valuations being referred
to in this PDS and included on the Offer Register. The land valuations for Korori and Awaroa Forests
remained the same and Rangiora Forest increased from $1,168,000 to $1,328,000 from those used on 16

May 2018.

Korori Property
Using the methodology above, the amount paid to the Korori Partnership on 29 March 2018 was $622,164
as set out in the table below. The amount of $622,164 is therefore Korori’s Contributed Value to the

WGF Investment (NSA = Net Stocked Area):

Description Amount| Totals|Per NSA|

Land Valuation $339,000

Land  [agreed 10% Premium $33,900
Total for Land $372,900 $2,518

Existing Second Rotation Trees @ Cost $233,297

Trees |Compounded @ 3% Per Annum $15,967
Total for Trees| $249,264 $1,683
Korori Total for Contributed Value $622,164|  $4,201

The Scheme will be responsible for replanting the approximate 10.2 hectares to be replanted in 2018.

Awaroa Property
The Awaroa Contributed Value was calculated using the same methodology as used for Korori, plus
$145,775 has been added because one of the terms in the sale and purchase agreement is the Forestry
Right obligation requiring the seller to fund the replant of the 2018 and 2019 areas, estimated at the
time as around 83.3 hectares (based upon a projected cost per hectare of $1,750). The most recent
assessment of area has now changed slightly to be 82.5 hectares.

The resulting calculated Contributed Value by Awaroa to the Wairarapa Group Forest Investment is
$1,241,594, as set out in the table below:

Description Amount| Totals| Per NSA
Land @ Valuation $695,000
Land Agreed 10% Premium $69,500
Total for Land| $764,500 $2,466
ExistingSecond Rotation Trees @ Cost $321,565 Total Existing Trees [Per NSA
Trees Compounded @ 3% Per Annum $9,754 $331,319 $1,461
Trees to be planted 83.3 has @ $1,750 $145,775 $1,750
Total for Trees| $477,094 $1,539
Awaroa Total for Contributed Value| $1,241,594 $4,005

The Investment will receive as income the actual cost of replanting the 2018 and 2019 trees, and the
selling Awaroa Forest Partnership will be responsible for any unders or overs in the costs of replanting
Awaroa Forest.

Rangiora Property

FEG purchased Rangiora Forest in October 2017. The purchase price included several exceptional
elements compared with the methodology set out above for the Korori and Awaroa purchase.

The following are relevant comments in respect of all three elements of the Rangiora Contributed Value
calculation:

Land Cost

and $2,466 for Awaroa.

The Rangiora land cost included an additional premium of 15% ($175,200), whereas Korori and
Awaroa included a premium of 10% paid to the initial vendor. The Rangiora land valuation is
dated July 2017. If the same values per hectare used in the recent Awaroa land valuation dated
March 2018 are applied to Rangiora, the land value increases by $29,000.

On a Net Stock Area basis, the Rangiora land cost was $2,670 compared with $2,518 for Korori
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Tree Cost

The Rangiora tree cost for the existing second rotation trees included an additional premium of
15%. With this premium included, the tree cost per hectare was $2,168 compared with the same
cost for Korori of $2,518 and Awaroa of $1,461. Given that the Rangiora and Korori second
rotation trees are much older than those of Awaroa, the Net Stocked Area costs compare
reasonably.

The Rangiora trees planted in 2017 and paid for by Forest Enterprises post purchase are
accounted for at their cost of $144,591 plus Forest Enterprises standard fee of 20%, equalling
$28,918 of forest expenditure for the trees planted 2017. This expenditure of around $1,538 per
hectare compares with the allowance of $1,750 per Net Stocked Area included in the Awaroa
Contributed Value calculation.

The Wairarapa Group Forest Investment will pay for the planned 12.6 hectares of Rangiora
trees to be planted in 2018.

Holding Costs

The purchase price for Rangiora included payment of $87,006 for Holding Costs to the date of
purchase to the seller of Rangiora Forest.

FEG has incurred a further $54,933 in holding costs since purchasing Rangiora in October 2017
(up to 29 March 2018). These costs comprise $41,815 in interest on borrowings plus $13,113 in
other costs (such as rates, insurance, maintenance etc). No further Holding Costs will be
accounted for other than replanting costs mentioned above. Forest Enterprises will absorb on-
going Holding Costs for the Rangiora Forest, and for the more recently acquired Korori Forest
from 29 March 2018 (other than re-establishment being carried out in 2018).

The total Holding Costs of $141,939 represent a further $282 per Net Stocked Area.

Description Amount Totals Per NSA

Land at Valuation $1,168,000

Land 15% Premium $175,200
Total for Land| $1,343,200 $2,670

Existing Second Rotation Trees at Cost $677,773

Trees Compounded at 3% Per Annum $58,906
Additional Premium of 15% $108,651 | $845,330 $2,168

2017 Trees Planted by Forest Enterprises $144,591
20% Supervision for Replanted Trees $28,918 | $173,509 $1,538
Total for Trees| $1,018,839 $2,026

Holding Costs paid to Rangiora $87,006

Holding Costs Forest Enterprises Holding Costs $54,933
Total for Holding Costs| $141,939 $282
Rangiora Total Contributed Value $2,503,978 $4,978

Sales price paid by Wairarapa Group Forest Investment
The table below summarises the calculated values to Wairarapa Group Forest Investment for the three

forest properties acquired by the Scheme.

Forest Property Land Value Treecrop Value Total Value
Awaroa $764,500 $331,319 $1,095,819
Rangiora $1,423,915 $1,080,063 $2,503,978
Korori $372,900 $249,264 $622,164
Sub Total $2,561,315 $1,660,646 $4,221,961
Awaroa Forestry Right Obligation $145,775
Total $4,367,736

If an Investor purchases the minimum initial shareholding of 200 shares, the Investor’s application cost
will include $8,735 relating to the purchase of the 3 forest properties.
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Borrowings

Under the Deed of Scheme Management, any borrowings require Investors to pass an ordinary
resolution authorising the borrowings other than the borrowing set out in this section.

An initial drawdown on the term loan of $250,000, which has been arranged through a term loan facility
from the BNZ, will occur in the first year so there are no investor Calls until 30 June 2019. The
maximum borrowings under the loan is $650,000, which will occur in or around 2024.

The purpose of the subsequent borrowings, is that during the tending phase of the forest development,
the annual Calls will be “smoothed” so that Investor contributions are similar amounts each year until
pruning and thinning is completed. See further “Borrowing Maturity Profile” in section 6.

In addition, the Manager has arranged an operating overdraft with the BNZ of up to $40,000.

The land for the 3 forest properties will be held as first mortgage security by BNZ for the borrowings,
including the overdraft facility. The floating interest rate for the term loan facility is 5.48% at the date
of the PDS. There are no financial covenants relating to the term loan. The term loan facility will need
to be extended or refinanced at the end of its initial 5-year term, as the facility will be required
through to July 2027.
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3. Key Dates and Offer Process

Key Dates Offer Process

11 October 2018 Intended Offer Opening Date

No fixed closing date Offer closes when all shares have been sold.

From 24 October 2018 Shares are transferred to Investors

31 August 2018 On or about this date, settlement of the acquisition of the Rangiora, Korori and

Awaroa properties occurred.

30 June (Annually) Calls are due on 30 June each year to meet the annual budget. Failure to pay Calls
would put the Investor in default and subject to forfeiture of the investment as per the
governing documents.

30 September 2019 The Offeror has the right to buy back all shares, if it still owns more than 25% of the
shares on 30 September 2019.

In the unlikely event of this occurring, investors would be returned their purchase
price + 3% p.a. interest.

The timetable is indicative only and the dates may change. The Manager also reserves the absolute right
in its sole discretion to accept or reject any application in whole or in part without assigning any reason.
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4. Terms of the Offer

Product on Shares in a Limited Partnership and an equivalent number of shares beneficially held in a General
Offer Partner Company of the Limited Partnership.

Offeror Forest Enterprises Growth Limited (FEG)

Minimum There are 100,000 shares in the Scheme. The Offeror currently holds 71,379 shares and the
number of remaining 28,621 shares (the Awaroa Shares) are held by other parties.

shares The Offeror offers for sale under this PDS:

available for . .

sale by the e its 71,379 shares (the minimum number of shares); and

Offeror e such of the Awaroa Shares that it acquires from the other parties on or before 30 June

2019.

Minimum Initial

The minimum initial investment is 200 shares, but you can invest in any number of additional shares.

Shareholding

What is the Initially $9,200 for 200 shares (additional shares are $46 per share) , then annual Call amounts from
minimum 30 June 2019.

amount payable | gee Estimated Future Contributions (Calls) per 200-share parcel below

to invest?

Intended Offer
Opening Date

11 October 2018

Intended Offer

No fixed closing date. Closes when all shares have been sold.

Per 200-share
parcel

Closing Date
How can You may invest with a minimum initial application of $9,200 (200 Shares).
investment be Applications must be completed on the application form contained after Section 13 How to Apply on
made? page 42.
TO ENSURE YOUR APPLICATION IS ACCEPTED, PLEASE READ THE APPLICATION
INSTRUCTIONS IN THAT SECTION CAREFULLY.
No applications can be accepted if all shares have been sold.
There is no continuous offer of shares in the Scheme.
The Investor will need to satisfy the Manager’s anti-money laundering requirements and must
execute the Limited Power of Attorney.
Estimated The investment is contributory by nature; therefore, Calls are made each year from 30 June 2019 to
Future fund the current year budget until the trees are mature and ready for harvest.
Contributions Calls per 200-share parcel are projected to average around $1,044 per year from 30 June 2019 for 8
(Calls) years, then drop to an average around $258 until harvest commences in or around 2039 when the

2013 trees are in their 26th year. Calls for different share parcel amounts will be pro rata to the 200-
share parcel example.

In addition, the annual $60 Investor Administration Fee will be charged once per year regardless of
the size of shareholding.

Failure to pay
Calls

Calls are due on 30 June each year to meet the annual budget. Failure to pay Calls would put the
Investor in default and subject to forfeiture of the investment as per the governing documents.
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How can | withdraw An investment is not redeemable on demand and has no fixed term, but is generally until
my investment? harvest of the youngest trees.

You may only withdraw if:

e You sell your shares to a third party (such as via the secondary market facility
operated by the Manager) after the Hold Period — refer to page 22 for more
details, or

e Avresolution is passed to wind up the Scheme and sell the forest assets, or
e The forest has been harvested and the land sold.

The limitations on when (and how) a resolution is passed to wind up the Scheme and sell
the forest, are set out in the Governing Documents.

What are the returns Returns will commence once cashflow from harvesting the 2013 age class trees is
and when are generated. It is expected that this will occur around 2039. Returns should continue for
distributions paid? around 6 years until harvest of the 2019 age class trees is completed.

A return on investment will be dependent on log prices at time of harvest, sale of the land
and any replanted Treecrop at that time. Although not guaranteed, the cashflow in Section
6 Wairarapa Group Forest Investment Financial Information from page 23 sets out these
estimates.

Distribution payments are likely to be made at quarterly intervals once cashflow from
harvest has commenced.

Offeror Sunset The shares are subject to a Sunset Option in favour of FEG, under which FEG can buy
Option back the shares if it has not been able to sell enough shares in the Scheme by 30
September 2019 to reduce its proportionate interest in the Scheme to 25% or less. In the
unlikely event that this were to occur, Investors would be repaid their purchase price + 3%
p.a. interest. Once the Sunset Option lapses (when less than 25% of the shares are owned
by FEG) or earlier at FEL’s discretion, Investors will be notified.

Offeror Voting Rights | If FEG is still holding shares for sale under this PDS, it will be deemed to have cast the
votes associated with the Offeror's Shares in the same proportions as the votes cast by the
other Investors.

Further terms relating to Wairarapa Group Forest Investment are set out in the Governing Documents
(the Deed of Scheme Management and the Limited Partnership Agreement). These documents along
with the GP Company Constitution are available on the Scheme Register at
www.companiesoffice.govt.nz/disclose by searching ‘Wairarapa Group Forest Investment’ under “‘Search
Schemes’.

Wairarapa Group Forest Investment — Product Disclosure Statement, 11 October 2018 Page 18 of 52 \



5. How the Wairarapa Group Forest Investment
Works

The Wairarapa Group Forest Investment is a Managed Investment Scheme (MIS) under the Financial Markets
Conduct Act 2013 (FMC Act).

Limited Partnership and General Partner

The Wairarapa Group Forest Investment comprises a limited partnership registered under the Limited
Partnerships Act 2008 called Wairarapa Group Forest LP (the Limited Partnership, LP) with one general
partner which is a registered company under the Companies Act 1993 called Wairarapa Group Forest GP
Limited (the General Partner, GP).

Investors in the Wairarapa Group Forest Investment have limited partner shares in the LP plus beneficial
ownership of an equal number of corresponding company shares in the GP which are held in bare trust
for the Investors by the Manager. The Limited Partnership Agreement requires that the 100,000
beneficially owned shares in the GP company are held pro rata to the number of LP shares held by the
limited partners.

Although FEG is offering both LP shares and GP shares, with the latter being equity securities, the
Offeror relies on clauses 18 to 20 of the Financial Markets Conduct (Forestry Schemes) Exemption Notice
2016 which specify that as the GP has been incorporated solely for being the general partner of LP, and
Investors will beneficially own the GP shares, with decision making rights, there are no disclosure and
reporting requirements in the FMC Act relating to the GP shares.

Limited Partnership is Managed Investment Scheme

The registered MIS has been structured as a LP. The LP is an ‘other managed investment scheme’ for the
purposes of the FMC Act and, accordingly, in certain places, this PDS refers to the LP as a ‘Scheme’ or
the ‘Investment’.

The Deed of Scheme Management (DOSM) together with the Limited Partnership Agreement, constitute
the Governing Documents of the Wairarapa Group Forest Investment for the purposes of the FMC Act.
These, along with the GP Company Constitution and SIPO, are available to read and download from the
Scheme Register at www.companiesoffice.govt.nz/disclose by searching ‘Wairarapa Group Forest
Investment” under ‘Search Schemes’.

It is a requirement of the Limited Partnerships Act 2008 that a limited partnership has a written
partnership agreement which governs the affairs of the limited partnership and the conduct of its
business. In accordance with the Limited Partnerships Act, the Limited Partnership Agreement provides
for essential terms relating to the business of the Limited Partnership; distributions; meetings of limited
partners; the powers, duties and liabilities of the General Partner; assignment of shares; conflict of
interest policy; and how the Limited Partnership terminates. However, in order to avoid duplication and
to have the terms governing the Limited Partnership in a central document, most of these terms are set
out more fully in the DOSM.

Trustees Executors Limited is a licensed supervisor under the Financial Markets Supervisors Act 2011 and
has been appointed the Supervisor of the Wairarapa Group Forest Investment in accordance with the
FMC Act.

Trustees Executors Limited is also given a limited Power of Attorney by the Investors to facilitate the
efficient administration of the Scheme. It is also Custodian of the Scheme assets.

Deed of Scheme Management is pre-eminent Governing Document
The Deed of Scheme Management is the pre-eminent Governing Document of the MIS, and sets out the
rights, obligations and duties of the Manager, the Supervisor, the Custodian and the Limited Partners in
relation to the MIS including provisions for compliance with the FMC Act including, but not limited to:

e specific MIS provisions

e management of the MIS by the Manager

e supervision of the MIS by the Supervisor

e custodianship of the MIS’s Scheme Property

o financial reporting and appointment and duties of the financial auditor of the MIS

e right of Manager to sell a defaulting Investor’s shares (e.g., due to non-payment of a Call, or
failure to provide required information)
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What is a Limited Partnership (LP)?

Investors are offered the opportunity to invest in the LP (a New Zealand limited partnership) that has
acquired the forest Land and Treecrop and become a limited partner in the LP. Under the limited
partnership structure, limited partners have limited liability (so long as they do not take part in the
management of the LP, which is described further below). An LP is a separate legal person from its
limited partners and general partner.

Each LP share confers equal rights and obligations on each Investor in respect of entitlements to income
and capital from the LP, and each share will confer one vote upon the holder in respect of matters on
which Investors are entitled to vote under the Limited Partnership Agreement and the DOSM.

The Custodian will hold the title to the Property in its name for the LP. The interrelationship between
the Investors (as limited partners), the LP and the GP (Investors being beneficial shareholders) is set out
in the DOSM.

Forest Enterprises Limited (FEL), as licenced Manager of the Scheme, is responsible for the day-to-day
management and investment administration of the Scheme. The general partner of the LP has the
power to direct the Manager to follow decisions made by shareholders of the GP. Forest Enterprises
Growth Limited (FEG) provides forest management and harvesting services under contract to FEL.

The General Partner, Wairarapa Group Forest GP Limited (GP), has been incorporated to act as the
general partner of the LP in accordance with the Limited Partnership Agreement. A general partner is
only liable for any debts or liabilities of the limited partnership to the extent they have not been met by
the limited partnership. To protect the general partner, it has been set up as a limited liability
company. The directors of the GP are -

Mr G M Tindall Mr H E Hughes Mr G B Wong

(The Directors are Officers of the Manager in accordance with the Limited Partnership Agreement.)

The shareholder of the GP is FEL as nominee shareholder for all Investors. Each Investor has beneficial
ownership of an equivalent number of shares in the GP as they have in the LP. Investment decisions will
be made by Investors as beneficial shareholders in the GP. The Beneficial Shareholder Direction
Process Is the process by which Investors will instruct the GP Share Trustee to vote on important
shareholder decisions.
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A full list of decisions requiring Investor approval are set out in the GP Constitution and in the Governing
Documents. These include any decision on:

e Change of business

e Any borrowings other than those set out in this PDS
e Material variation of the Forest Management Plan

e Any change in Managers Fees

These Investment decisions by Investors in the GP are allowable under the Limited Partnerships Act,
without compromising the limited liability of limited partners.

Power of Attorney

In order to facilitate the efficient administration of the Investment, every Investor appoints the
Supervisor their attorney under a limited Power of Attorney to:

e Appoint a director of the General Partner as a proxy (if not attending) for quorum purposes and
to waive any irregularity in the notice of meeting or approve a change in a resolution purely of a
technical nature;

e To vote on any procedural approval required for share assignments;

e To approve and sign any technical, correcting, or non-material changes to the Governing
Documents; and

e To vote on any resolution of a formal or technical nature which will benefit the Limited
Partnership, but has no material adverse effect for the Investor.

Significant benefits of investing in the Investment
The significant benefits of investing as a limited partner in the Limited Partnership are:

e The projected returns set out in Section 6 Wairarapa Group Forest Investment Financial
Information from page 23.

e The ability to have an investment in forestry that would not typically be available to Investors
who are only able to invest an initial minimum of $9,200 , with further annual contributions
averaging $1,044 for 8 years from 30 June 2019, then much smaller amounts until harvest.

e The investment in the LP is passive with active day-to-day management (including preparation of
accounts, forest and harvest management, payment of distributions and obtaining any limited
bank financing) being handled by the Manager. However, key decisions are still made by
Investors.

e The LP structure enables the GP to conduct the business of the LP, while the Investors, as
limited partners, have limited liability so long as they do not take part in the management of
the LP. The LP has been structured to avoid Investors taking part in management.

Investment Business

The business of the Scheme is the establishment, maintenance, management and harvesting of the
Treecrop on the Land in accordance with the Forest Management Plan together with the performance of all
statutory or other legal requirements relating to the business, and to undertake such further business
consistent with the Statement of Investment Policy and Objectives (the SIPO) as may be approved by
special resolution of the shareholder of the GP (subject to the Beneficial Shareholder Direction Process).

Contributory Investment

The Scheme is contributory by nature. The Investment requires Investors to meet their share of the
annual budget to undertake all work relating to the management of the Forest Assets (including field
work relating to the Treecrop and the Land), plus the costs arising from managing the Scheme.

This obligation on Investors manifests itself in one Call for funding each year on 30 June. More funding is
required in the early years to meet the silviculture costs relating to the management of the Treecrop.
This funding is required unless the Scheme has sufficient cashflow arising from the management of the
assets, which ordinarily only occurs when the Treecrop is being harvested.

Calls are payable on the due date advised and non-payment places the Investor in default. Failure to act
on a default can result in the forfeiture and compulsory sale of the Investor’s shares in the Scheme. The
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Manager is granted a limited Power of Attorney by Investors to sell a defaulting Investor’s shares under
the DOSM.

Call payment options are:

e Direct Debit - investor authorises Forest Enterprises to automatically debit Calls when due
e Direct Credit - investor pays the Call via electronic funds transfer
e Cheque

e Visa or Mastercard - credit card fees will apply, refer to Investor fees if applicable on page 32

For those investors wanting to prefund the ongoing Calls from their own bank account, the Manager can
advise an estimate of the required amount, then Calls can be paid each year by direct debit from their
bank account.

Tax deductibility

The Limited Partnership is not separately assessable for tax purposes. Its tax consequences pass through
directly to the Limited Partners in proportion to their shareholding. In the early years until silviculture
is completed, Investors will enjoy higher tax deductions. Refer to section 9 on page 35 for further
details.

Ability to sell before harvest
Investors can arrange a private sale of their investment at any time.

FEL operates a secondary market for the sale and purchase of shares in their existing forestry
investments. The purpose of the market is to enable existing Investors to liquidate their investment and
to allow prospective Investors to purchase investments in established forests. Forest Enterprises acts as
intermediary and operates an open tender for bids and communicates all bids to sellers, who have the
option to accept or reject any bid by a prospective buyer.

Until FEG has sold all its shares under the Offer (as well as any additional Awaroa Shares it acquires),
there is a Hold Period where Investors will not be able to sell their shares on the secondary market.

The fees for selling on the secondary market are a $375 listing fee and a brokerage fee of $350 for sales
values up to $10,000 and an additional 2% over $10,000.

Related party benefits
FEG is the parent company of the Manager.

Forest and Harvest Management will be undertaken by FEG under a Forestry Management Services
Agreement. Each of the Manager and FEG negotiated and entered into this contract acting
independently and in its own best interests. The Manager considers that the contract and all
transactions under it are on arms’ length commercial terms. In any event, the Manager pays fees to FEG
for its Forestry Management services out of the management fees and expenses payable to FEL as
authorised under the Deed of Scheme Management. Therefore, FEG cannot be paid any more than that
payable to the Manager, if the Manager was to carry out the services itself.
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6. Wairarapa Group Forest Investment Financial
Information

The Scheme’s Limited Partnership entity (Wairarapa Group Forest LP) was registered on 26 June 2018 and
commenced business on or about 31 August 2018, therefore there are no completed financial periods.

Selected Financial Information

The table below provides selected financial information about Wairarapa Group Forest Investment. Full
prospective financial information from 31 August 2018 to 31 March 2019 (7 months) and from 1 April
2019 to 31 March 2020 (12 months) is available at www.companiesoffice.govt.nz/disclose by searching
‘Wairarapa Group Forest Investment’ under “‘Search Offers’. If you do not understand this sort of
financial information, you can seek professional advice.

Forecast Investment Contributions Required:

7 months to 31 March 2019 $4,600,000
12 months to 31 March 2020 $494,500

Each Investor pays their proportionate share of these contributions based on the size of their
shareholding in Wairarapa Group Forest LP (LP). If the minimum initial investment size of 200 shares is
applied for, then $9,200 is payable on application and the first annual Call of $989 + annual $60 Investor
Administration Fee (regardless of investment size) is payable on 30 June 2019.

Forecast Tax Deduction Available:

Because Investors are investing in a New Zealand limited partnership, they will need to account for tax
on the taxable income (loss) in their individual tax returns, rather than simply on the cash contributions
paid or distributions received. The forecast tax deduction for the following periods are

7 months to 31 March 2019 $247,607 Note $18,607 increase for tax depreciation
12 months to 31 March 2020 $431,623 Note $126,278 increase for tax depreciation

If the minimum initial investment size of 200 shares is applied for, then the forecast tax deduction
available to offset against other income is $495 for the period ending 31 March 2019 and $863 for the
year ending 31 March 2020.

Prospective Financial Information

The purpose of the prospective financial statements is to assist Investors in assessing the viability of and
return on funds invested. This PDS and the prospective financial information may not be appropriate for
any other purpose.

The prospective financial information included in the tables that follow has been extracted from
prospective financial statements prepared in accordance with Financial Reporting Standard 42:
Prospective Financial Statements (FRS 42) which are available on the Offer Register. The prospective
financial statements for the period to 31 March 2019 and the year ending 31 March 2020 have been
subject to a to a limited assurance engagement and an unmodified opinion issued by Staples Rodway, a
copy of which is also included on the Offer Register. Staples Rodway has consented in writing to their
review report being mentioned in this PDS and included in the Offer Register and has not withdrawn the
consent before this PDS was lodged with the Register.

Separately available on the Offer Register is prospective financial statements for the Expected Life of
the Scheme, these have not been reviewed by Staples Rodway.

Gearing Ratios

Gearing Ratios tell you how much the Scheme owes (debt) as a portion of what it owns (assets). The
higher the gearing ratio, the higher the risk to the LP as it indicates that a higher portion of the L