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List of Abbreviations

Act
Associate

Code
H&G
Independent Director

Proposed Transaction
Non-associated Shareholders

NZDX
NZPTL

NZRPT
NZRPTM
NZX
RECT

REL

REL — PET
REL — TML
RPCF
ShareMart
St Laurence
Unlisted

Companies Act 1993

Has the meaning set out in Rule 4 offdleovers Code, which has
been paraphrased in section 1.4 of this report

Takeovers Code
H&G Limited

Roger Bonifant, being the RHiector that is not a director of REL-
TML and not associated with REL-PET

As defined in section 1.Risfreport

The REL shareholdgtieero vote on the resolution, being the REL
shareholders other than H&G Limited, The CushingiiBainterests,
The Brian Martin interests and any other associ@aft&EL-PET

New Zealand Debt Market

New Zealand Permanent Trustees Limited, wh® the trustee of
REL-PET

New Zealand Rural Property Trust
New Zealand Rural Property Trust Managenhémited
New Zealand Exchange Limited
RECT Fund Management Limited
Rural Equities Limited
REL — Pacific Equity Trust
REL — Trust Management Limited, manageffREL-PET
RotoruaTrust Perpetual Capital Fund Limited
ShareMart NZ Limited, operators of a raaik unlisted securities
St Laurence Property and Finance Limite
The Unlisted internet-based securitieditig facility
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Introduction

1.1. Background

Rural Equities LimitedREL) is a rural property investment and managemenpeomy REL has
investments in a variety of rural properties thioitg investment in New Zealand Rural Property
Trust NZRPT), as well as a significant stake in REL — Paddquity Trust REL-PET).

REL’s shares are traded on two unregistered sesitiading facilities, ShareMart and Unlisted.

REL had a market capitalisation of approximately.@7million as at 23 January 2008, and the audited
financial statements for the year ended 30 Jun& 2&€brded total equity attributable to equity
holders of approximately $74.1 million.

REL owns all of the shares in REL — Trust Managemhémited (REL — TML, a company set up to
manage REL-PET. In addition, REL own all the shamddew Zealand Rural Property Trust
Management LimitedNZRPTN), a company that manages New Zealand Rural Psopanst
(NZRPT).

Rural Equities Limited

(REL)
| |
100% 100%
| I
e REL-Trust Management
Property Trust Limited
Management Limited
(NZRPTM) IREsHL)
\ A
Management company
that manages New
Zealand Rural Property Management company
Trust (NZRPT) which is a that manages the REL-
unit trust whose sole Pacific Equity Trust
business is ownership of a (REL-PET)
portfolio of New Zealand
rural properties

H&G Limited (H&G), an investment company owned by Sir Selwyn Cughimd David Cushing, is
REL'’s largest shareholder. As a result of a sigfoépartial takeover offer in July 2007, whereby
H&G acquired a further 2,223,791 shares in REEtuitently holds 13,563,682 ordinary shares which
represents 50.83% of the total 26,685,612 sharéssar in REL. Other entities generally associated
with the Cushing Family (collectively tHeushing Family interestsold a further 9.27% of the shares
on issue in REL.
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The diagram below sets out the current ownershipkit.

Cushing Family Interests

9.27%

Rural Equities Limited
(REL)

—1.50%—

Brian Martin Interests

A

5.14%

N

H & G Limited
(H & G)
50.83%
RotoruaTrust Perpetual
Capital Fund Limited —13.12%—
(RPCF)
20.14%
Other Shareholders /

Rural property investment
& management company

St Laurence Property &
Finance Limited
(St Laurence)

Source: REL Share Register

The Directors of REL are listed in the table belanwd are discussed in further detail in sectiono?.4

this report.
Board of Directors
Name Role
Sir Selwyn Cushing Chair
David Cushing Director
Brian Martin Director

Murray Gough
Roger Bonifant
Sir Ronald Carter

Deputy Chair
Director

Director

Source: REL Annual Report

REL — PET is a unit trust that was formed by RELuhy 2006 to take advantage of investment
opportunities, principally in New Zealand and Aafitr. Initial investment capital was $19 milliayf,
which $4 million of units were subscribed for by REH&G currently hold $4 million of units, and
Cushing Family interests hold $2.175 million of 89 million investment capital in REL-PET.

The diagram below sets out the current ownershipkif-PET.
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Cushing Family Interests Rural Equities Limited (REL) Brian Martin Interests
11.45% 21.05% 5.26%
H & G Limited REL - Pacific Equity Trust .
——21.05%—— — —
(H&G) % (REL-PET) 41.19% Other Unitholders
MANAGER TRUSTEE
REL-Trust M t oF oF
-Trust Managemen
. . § / \ New Zealand Permanent
i Trustees Limited (NZPTL)
(REL-TML) Trust that invests in listed &

unlisted securities, principally
in New Zealand & Australia

Source: REL-PET

As noted above, REL-PET is managed by REL — TMld, ldew Zealand Permanent Trustees Limited
(NZPTL is the Trustee. The Directors of REL-TML aredibin the table below:

Board of Directors
Name Role
Sir Selwyn Cushing Chair
David Cushing Executive Director
Murray Gough Director
Sir Ronald Carter Director
James Wright Not a director in his own right, but has been appointed as
an alternate director for Sir Selwyn Cushing

Source: REL Annual Report

1.2. Proposed Transaction

St Laurence Property and Finance Limit&d l(aurencewishes to sell the remaining 1,371,184 shares
(5.14% of the shares on issue in REL) that it atyeholds in REL, having previously sold 2,660,000
shares to RotoruaTrust Perpetual Capital Fund eolfRPCH in December 2007 at a price of $2.85
per share.

On 23 January 2008 St Laurence entered into a toonal agreement for sale and purchase with
NZPTL and REL-TML, acting as trustee and managdRBE-PET respectively, under which St
Laurence agreed to sell the shares that it hol&Elo-PET for a price of $2.85 per share.
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1.3. Associates

Brian Martin (a director of, and shareholder in,LRE a director of H&G, and is associated with
some other entities associated with the Cushinglizamerests. Accordingly, Brian Martin is an
Associate of REL-PET for the purpose of the Progds@nsaction. Brian Martin is also an Associate
of two other companies that own shares in REL. ofdingly, shares held by Brian Martin in his own
right, and by the other two companies are colletyighown as the Brian Martin interegtise Brian
Martin interests.

It is our understanding that the two Directors &LRTML who are not associated with the Cushing'’s
are not associates of REL-TML or REL solely becaafddeir roles as Directors of REL-TML
Associates for the purpose of the Proposed Trapsawill therefore include H&G, the Cushing
Family interests and the Brian Martin interests.

1.4. Regulatory Requirements

The key rules of the Takeovers Cof®(le relevant to association are rule 4 (associatm) rule 6
(the fundamental rule).

Rule 4(1) of the Code sets out the meaning of “Asde”. Under rule 4(1) one shareholder (*A”) will
be an associate of another shareholder (“B”) if:

* Aand B act jointly or in concert; or A acts, orascustomed to act, in accordance with the
wishes of B; or

* Aand B are related companies; or

« A and B have a business relationship, personaiaakhip, or an ownership relationship such
that they shouldinder the circumstancebe regarded as associates; or

* Ais an associate of a third person who is an @stsof B and the nature of the relationships
between A, the third person and B (or any of thensjch thatunder the circumstances
shareholder A should be regarded as an associategholder B.

Other than in the case of related companies (whkielterm defined in the Act) the definition of
associate is an open-ended rule that turns onatiiegar facts and the surrounding circumstances.

Rule 6 of the Code provides that no person whoshetccontrols less than 20% of the voting rights in
a Code company (such as REL) can become the hamlademtroller of an increased percentage of
voting rights if, after the acquisition, that pemsand their “associates” hold or control more tA86f6

of the voting rights in the Code company. Thipast of the fundamental rule of the Code.
Accordingly, Associates of H&G are not able to dogiREL shares as in doing so they would breach
the fundamental rule.

REL-PET does not currently hold any shares in Rdtid therefore will not hold or control more than
20% of the voting securities if the Proposed Tratisa goes ahead. However, REL-PET is an
Associate of H&G and the Cushing Family interesid therefore the Proposed Transaction would
breach the fundamental rule.
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One of the exceptions to the fundamental ruleti®siein Rule 7(c) of the Code. This exception
enables the 20% threshold to be exceeded provgedaquisition has been approved by an ordinary
resolution of the shareholders of REL entitled @tevin respect of the resolution. Only Non-
associated Shareholders are entitled to vote oartheary resolution. In addition, as seller of RIEL
shares under the Proposed Transaction, St Lauignot entitled to vote.

REL is proposing to pass an ordinary resolutioagprove the Proposed Transaction at a Special
Meeting on 28 March 2008. Rule 18 of the Code meguihat the notice of meeting must contain, or
be accompanied by, an Independent Adviser's Report.

1.5. Purpose of this Report

The Independent Director of REL, Roger Bonifans bagaged Deloitte to prepare an Independent
Adviser's Report on the Proposed Transaction imatance with Rule 18 of the Code. The purpose
of this report is to set out an assessment on grésf the Proposed Transaction in order to &ssis
REL shareholders in their decision whether to apptbe ordinary resolution of REL.

Deloitte has been approved by the Takeovers Pampekpare this Independent Adviser's Report.

1.6. Limitations of the Report

We note that each shareholder’s circumstances lgjedtives are unique. Accordingly, it is not
possible to report on the merits of the Propose@shJaction in relation to each shareholder. Ousrtep
on the merits of the Proposed Transaction is tbeeaiecessarily general in nature.

The Independent Adviser's Report is not to be deedny other purpose without our prior written
consent.
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2.

Evaluation of the Merits of the Proposed
Transaction

2.1. Basis of Evaluation

Pursuant to Rule 18 of the Code, the Independemnisads Report must set out an evaluation of the
merits of the Proposed Transaction, having regattd interests of those persons who may vote to
approve the Proposed Transaction (ffom-associated Shareholdgrs

There is no legal definition of the term “merits’New Zealand in either the Code, or in any statute
dealing with securities or commercial law. In #iesence of an explicit definition of “merits”,
guidance can be taken from:

. The Takeovers Panel Guidance Note about the Rdlelependent Advisers for the purposes
of the Takeovers Code published in August 2007;

. Definitions designed to address similar issuesiwitew Zealand regulations that are
relevant to the proposed transaction;

. Overseas precedents; and

. The ordinary meaning of the term “merits”.

The Takeovers Panel’'s Guidance Note encouragepéndent Advisers to present a balanced view of
the pros and cons of the transaction, and it alggests that transaction price is just one of ab@rm
of merits.

The New Zealand regulationand overseas regulatidriscus primarily on fairness and
reasonableness, rather than “merits”, and as sectf dimited assistance.

The New Collins Concise Dictionary of the Englisiinguage defines the term “merit” as “the actual
and intrinsic rights and wrongs of an issue, egtlgdn a law case”. Black’s Law Dictionary defse
“merit” as “the substance, elements or grounds cdusse of action or defence.” These definitions
imply that the essential elements of an issue shioellconsidered as well as the issue itself, and an
assessment is then made of the associated advauatadidisadvantages of the issue in relation to the
relevant party.

We consider that an assessment of the merits &ril@osed Transaction should focus on whether the
position of the Non-associated Shareholders wikhiheantaged or disadvantaged if the Proposed
Transaction is approved, as well as consideringdisgion of the Non-associated Shareholders if the
ordinary resolution is not approved. This is adoier test than what is “fair and reasonable” and
encompasses a wider range of issues associatetheiBroposed Transaction.

1 NzX Listing Rules (especially Rule 4.8.4(c) (@)}l Guidance Note No. 10 issued by the Institfi@hartered Accountants of New Zealand
(“Guideline on Independent Chartered Accountantpdrng as Experts to Shareholders”).

2 Policy Statements 74 and 75 and Practice Notisg@ed by the Australian Securities and Investr@amhmission and Rule 3 of the City Code (City of

London).
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Accordingly, we have evaluated the merits of thepBsed Transaction after taking into consideration
the following factors:

. The respective rationales of St Laurence and REL48Ethe Proposed Transaction;

. The impact on the control of REL if the Proposedrigaction is approved, focusing on:
- Shareholder voting including the relationships EwREL’s major shareholders; and

- The composition of the board of directors;

. Potential for changes in REL’s operations;
. The potential effects of the Proposed TransactioRBL's share price; and
. The likely consequences if the Proposed Transaigioot approved.

Our opinion should be considered as a whole. Setgportions of the evaluation without considering
all the factors and analyses together could cieeatésleading view of the process underlying the
opinion.

2.2. St Laurence’s Rationale for the Proposed Transaction

Profile of St Laurence

St Laurence is a company that has securities lmteithe New Zealand Debt Mark&t4DX) operated
by New Zealand Exchange LimitedZX). St Laurence is an active property investmentgany
with a diversified portfolio of property relatedviestments.

As noted in Section 1.2 above, St Laurence wishsglt the remaining 1,371,184 shares (5.14% of
the shares on issue in REL) that it currently hahdREL, having recently sold 2,660,000 shares to
RPCF in December 2007.

Commercial Rationale

St Laurence has advised Deloitte of the followiag$ that collectively form their rationale for the
Proposed Transaction:

e St Laurence received an approach, in late 200 R&ECT Fund Management Limited
(RECT) to see if it would be interested in selling a majortion of its holding in REL at $2.85
per share. RECT, along with RPCF, is part of tbeoRia Energy Charitable Trust Group;

- St Laurence was of the view that this representgaba opportunity for them to realise a
reasonable gain on their investment, having orlhirscquired the shares for $1.45 a share, and
to reinvest the proceeds in a number of propertgld@ment opportunities that they are
progressing;

Page 7
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« Following on from the sale by St Laurence of 2,600,shares to RPCF, St Laurence was
approached by David Cushing, in his role as Exeeudirector of REL-TML, to see if they
wished to sell the remainder of their shares to foHT; and

- St Laurence was happy to divest the balance oesheeld to REL-PET.

2.3. REL-PET’s Rationale for the Proposed Transaction
REL-PET advised Deloitte that its rationale for Breposed Transaction is as follows:

e REL-PET ¢he Trus} focuses on investments that the Trust Manageeves represent good
fundamental value with sound long-term prospects;

« The Trust Manager believes the Trust's proposeddtment in REL meets this criteria; and

« Aninvestment in REL gives the Trust exposure high-quality diversified portfolio of rural
properties. It is the Trust Manager's intentiortdd this investment for the long term, with the
expectation of capital appreciation over time.

As noted earlier in this report, REL-TML is the $tiManager of REL-PET and David Cushing is the
Executive Director of REL-TML.

2.4, Impact on Control

As part of the evaluation of the merits of the Rl Transaction, we have analysed the effectseof t
Proposed Transaction on the control of REL, foaugsin:

. Voting control;
. Board control; and
. Operational control.

Voting Control

Current REL Shareholders

Following a one for five pro-rata non-renounceatgbts issueRights Issug in December 2007,
REL currently has 26,685,612 ordinary shares ameis®s at 23 January 2008 REL had 531
shareholders. The names, number of shares helihadsociated percentage holding of the ten
largest shareholders as at 23 January 2008 aoeitsiet the table below.



Deloitte

Page 9

Top Ten Shareholders in REL as at 23 January 2008
Shareholder No. Shares Held %
H&G Limited * 13,563,682 50.83%
RotoruaTrust Perpetual Capital Fund Limited 3,500,000 13.12%
St Laurence Property & Finance Limited 1,371,184 5.14%
R G H Holdings Limited 789,207 2.96%
David Cushing * 644,307 2.41%
New Zealand Central Securities Depository Limited 531,552 1.99%
Brian Martin * 375,444 1.41%
Sir Selwyn Cushing * 366,977 1.38%
Seajay Securities Limited * 313,625 1.18%
Selba Holdings Limited * 263,160 0.99%
Subtotal 21,719,138 81.41%
Others 4,966,474 18.59%
Total 26,685,612 100.00%
Source: REL Share Register
* denotes Associates for the purpose of the Proposed Transaction

The top ten shareholders control approximately B%.4f REL's shares. The remaining 18.59% of
REL shares are held by over 500 shareholders.

Collectively Associates of REL-PET for the purpa$é¢he Proposed Transaction currently hold a total
of 61.60% of the shares on issue in REL. This peage is made up as follows:

* H&G, which is a Cushing Family holding company, d&b0.83%;
* Cushing Family interests, some of which are inatliskethe table above, hold 9.27%; and
» Brian Matrtin interests, some of which are includethe table above, hold a further 1.50%.

A shareholding of 61.60% is sufficient to give #&sociates voting control in a meeting of REL
shareholders.

REL-PET Unitholders

If the Proposed Transaction is approved the REkeshaeld by St Laurence will be transferred to
REL-PET, the current unitholders of which are sstio the table below.



Deloitte

Page 10

Unitholders in REL-PET as at 23 January 2008
Unitholder No. Units Held %
H&G Limited * 4,000,000 21.05%
Rural Equities Limited 4,000,000 21.05%
Selba Holdings Limited * 2,000,000 10.53%
Brian Martin * 1,000,000 5.26%
Seajay Securities Limited * 175,000 0.93%
Sub total 11,175,000 58.82%
Other unitholders (14) 7,825,000 41.18%
Total 19,000,000 100.00%
Source: REL-PET
* denotes Associates for the purpose of the Proposed Transaction

Collectively Associates of the Cushing Family ietgs for the purpose of the Proposed Transaction
hold a total of 37.77% of the units in REL-PET.

REL Shareholding if the Proposed Transaction is Approved

There is an important distinction to be made betweatding and controlling voting rights. If the
Proposed Transaction goes ahead REL-PET will hdd11184 shares in REL, which equates to
5.14% of the total shares on issue. REL-TML asaganof REL-PET would, however, control the
voting rights attached to any shares held by REI-PE

Given that REL-TML is a wholly-owned subsidiaryREL it would be considered an Associate for
the purpose of the Proposed Transaction. Accolgiifghe Proposed Transaction is approved then
Associates’ would control the voting in respec66f74% (ie. 61.60% + 5.14%) of the shares in REL.

The diagram below sets out the ownership of REurasyy the Proposed Transaction is approved.
The grey highlighted boxes indicate REL sharehgsliowned by Associates for the purpose of the
Proposed Transaction.

H & G Limited . .
(H & G) Cushing Family Interests
50.83% 9.27%

RotoruaTrust Perpetual
Capital Fund Limited —13.12%—
{RPCF)

Rural Equities Limited

—1.50%— Brian Martin Interests
(REL) 1.50% I i

20.14% 5.14%

o ~N

REL-Pacific Equity Trust
(REL-PET)

Other Shareholders
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Levels of Voting Control

There are four critical levels of voting controlarcompany:

. 25%;
. 50%;
. 75; and
. 90%.

A shareholding of greater than 25% enables a sblatehto block special resolutions, as these requir
the approval of at least 75% of voting rights. Gansely, a shareholding of 75% enables a shareholder
to pass special resolutions.

Under the Companies Act 1993 (thet), a special resolution is required to:

. Adopt, alter or revoke a company’s constitution;

. Approve a major transaction;

. Approve an amalgamation of a company under se@2dnof the Act; or
. Put a company into liquidation.

A shareholding of greater than 50% enables theehatdpass ordinary resolutions including the
appointment of directors. As such it gives a digant level of control including the ability to:

. Select and decide on levels of compensation fecthrs, officers and employees;

. Decide with whom to do business and enter intoibgpdontracts, including contracts with
related parties;

. Decide whether to pay dividends and, if so, howmuc

. Repurchase outstanding shares or issue new shares;

. Make acquisitions or divest subsidiaries or divisio

. Determine capital expenditures;

. Change the capital structure;

. Determine policy, including changing the directafrthe business; and
. Block any of the above.
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The ability for shareholders to influence the abmay be reduced by external factors such as the
company’s constitution and the Act. For examplejar the Act there are rights conferred on minority
shareholders with respect to acts or behaviourwbinstitute oppressive or unfairly prejudicial
behaviour.

A shareholding of greater than 90% enables a sbltehto compulsorily acquire the shares of the
remaining shareholders.

Special Resolutions

The following initial commentary is based on thewsption that all shareholders are:
. Entitled to vote; and

. Voting on the matter at hand.

It is recognised, however, that in practice itesyrare for all shareholders in a listed companydte
on the matter at hand. REL is listed on a seconaharket, and there are in excess of 500 current
shareholders. Therefore, the rights outlined betmy be modified in the actual circumstances.

H&G currently has effective shareholder voting cohof REL with 50.83% of the shares in REL.
Cushing Family interests, via their various engiti@dd a further 9.27% and Brian Martin interedits a
a further 1.50%. Assaociates therefore currentlyrobi®l.60% of the voting control of REL. This is
not sufficient to be in a position to approve speesolutions without the support of at least tfo
the remaining shareholders, assuming all sharefsotdigible to vote, do in fact vote. In orderget

to 75% the Associates would need a further 13.4D#eovote from the remaining 38.40%.

RPCF are the second largest shareholder with 13df2Be shares in REL. If RPCF support the
Associates vote then only a further 0.28% of tmeaiaing 25.28% of the vote would be required to
pass a special resolution. If RPCF are not in aupyf the Cushing Family then they would need
13.40% out of a possible 25.28% of the vote.

As the Cushing Family interests already exceed @ can already block the passing of a special
resolution, and they are the only party in a posito do so.

REL-TML, which is a wholly owned subsidiary of REis,the manager of REL-PET and thus will
exercise voting in respect of any shares ownedHly-RET. Despite the fact that all shareholders at a
shareholders’ meeting are entitled to vote in tbein interests, REL-TML is required under its
management arrangements to vote in relation tgliaees held by REL-PET in the best interests of
unitholders as a whole. Accordingly, even thougkihug Family interests and their Associates hold
37.77% of the units in REL-PET, these shares shoofide voted on in any resolution in a way that
favoured only the Cushing Family interests, admtisfrom the interests of all unitholders.

In accordance with rule 7(e) of the Code a holdaromtroller of between 50% and 90% of the voting
rights in a Code company, such as REL, can incligasentrol percentage by “creeping”. Rule 7(e)
allows a person to increase its holding by no mioaa 5% of the Code company’s total voting rights
in a 12 month period. The increase is to be caledlhy reference to the lowest holding during He |
12 months.

H&G were successful in their partial takeover offar2,223,791 shares in REL in July 2007. This
took H&G'’s holding from 40.83% to its present holgiof 50.83% of the shares in REL.
Accordingly, regardless of whether the ProposeaJaation is approved, from July 2008 H&G may,
if it wishes, acquire a further 5.0% of the shaneREL by “creeping” under rule 7(e) of the Code.

Page 12
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If the Proposed Transaction is approved the Cugshamgily interests and their Associates will
collectively control approximately 66.74% of theasbs in REL. The Cushing Family interests and
their Associates may potentially increase to 71.7es¥h July 2008 if H&G elect to acquire up to an
additional 5.0% of the shares in REL under theépi'gprovision in rule 7(e) of the Code. In both
cases, the increase in voting control held by thehihg Family interests and their Associates will
result in a lower level of support required frore ton-associated Shareholders to pass a special
resolution (compared with the current position)ccérdingly, the Proposed Transaction will make the
voting rights of the Non-associated Shareholddadively less important in the context of voting on
special resolutions.

Ordinary Resolutions

At present H&G can control the outcome of an ordinasolution and this will not change if the
Proposed Transaction is approved.

Conclusion

Based on the above, we are of the view that thpd3ex Transaction will result in control of REL
converging slightly, and it will slightly decreade potential level of influence that the Non-
associated Shareholders could have over the shdeetvoting control of REL.

Irrespective of the outcome of voting on the PregloSransaction H&G can already control the
outcome of ordinary resolutions, and together withCushing Family interests and Brian Martin
interests can already significantly influence thiecome of special resolutions.

Board Control

REL'’s current board of directors are listed in thiele below:

Board of Directors
Name Role
Sir Selwyn Cushing Chair
David Cushing Director
Brian Martin Director
Murray Gough Deputy Chair
Roger Bonifant Director
Sir Ronald Carter Director

Source: REL Annual Report

Of the six directors listed above, the first thiisted are all Associates of the Cushing Family
shareholdings in REL. The remaining three direcémesindependent, however, two of those are also
directors of REL-TML. The REL board of directorsdstermined by ordinary resolution of the
shareholders and therefore the Cushing Familyastsrcontrol the appointment process of the REL
board. For the purpose of this transaction, Rogeif@nt is acting as the Independent Director.

St Laurence currently has no representation oBtiaed of REL and therefore the composition of the
REL Board of Directors is not expected to changa esnsequence of the Proposed Transaction being
approved.



Deloitte

Page 14

Operational Control

The three executives running REL on a day-to-dayshare as follows:

. Brian Burrough — Chief Executive Officer;
. Owen Trimmer — Chief Financial Officer; and
. James Wright — Chief Operating Officer.

Given the management team listed above, it is isw that the Cushing Family and their associates
will have no more control over the operations ol REhe Proposed Transaction is approved.
Accordingly, the approval of the Proposed Transacis unlikely to have any impact on the
operations of REL.

2.5. Implications for REL’s Share Price

Trading of REL Shares

Four significant “off-market” transactions occurrgaring the 2007 calendar year, as listed below:

. The successful partial takeover offer by H&G whielulted in the transfer of 2,223,791 REL
shares at a price of $2.75 per share in July 2007;

. The sale of 2,660,000 shares from St Laurence ©FR®R a price of $2.85 per share in
December 2007;

. The Rights Issue in December 2007 whereby Sharetsolgere entitled to purchase one
additional share for every five held at a pric&df75 per share. The maximum number of
shares offered under the Rights Issue was 4,44.7R8809 shareholders did not take up their
full entittement to additional REL shares under Rights Issue and 3,436,778 shares were
issued; and

. The balance of shares issued under the Rights ($500,911) were subsequently placed
with new and existing shareholders. None of tisésees were placed with associates of the
Cushing family.

Excluding the “off-market” trades described abaging the 2006 and 2007 calendar years 731,761
and 273,776 REL shares respectively were tradathoegistered securities trading facilities, Unliste
and ShareMart. Across the two year period theaaggeemonthly volume of shares traded was
approximately 42,000 shares. Over the last 6 nsookithe 2007 calendar year the average monthly
volume of shares traded was approximately 27,0@6esh This equates to approximately 0.10% of
the total number of REL shares on issue.

These statistics around the volume of share traidiRIEL highlights the illiquidity of REL shares.

The fact liquidity in REL shares is low is somethihat has been pointed out to REL shareholders in
the past. The REL Investment Statement and Sloonh Prospectudi{e Prospectysssued on 20
November 2007, in relation to the Rights Issuegeddbhat REL shares are not frequently traded and as
a result of low liquidity in the trading of sharefiareholder returns may be impacted. Further, the
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Chairman’s letter included in the Prospectus nthtatirevenue returns from rural property are
relatively low and accordingly, dividends are ngpected to be paid by REL in the foreseeable future

Under the partial takeover offer by H&G in July Z0REL shareholders had the opportunity to seek to
sell all of their shares in REL at a price of $2p& share. This offer price was consistent with t
weighted average share price of all REL sharegttadJune 2007 of $2.77. Whilst the outcome of
the partial takeover offer was successful, the rermolb acceptances received was exactly the number
required (there was no scaling back of acceptararets}herefore we can take from this that, on the
whole, REL shareholders elected to retain ownershtpeir shares even with the knowledge that the
market for the shares is illiquid, and knowing ttie likelihood of REL paying out dividends in the
foreseeable future was minimal. Furthermore, $twdders electing to retain their shares (rathem tha
sell to H&G) were presumably implicitly consentittgH&G acquiring control of REL.

Impact on Liquidity

We are of the view that the Proposed Transactidirhave a minor negative impact on liquidity of
REL shares, however, as discussed above liqusligyready very low. Approval of the Proposed
Transaction will therefore have limited impact de tctual liquidity of REL shares.

REL Share Price

The share price achieved in “on-market” trades edrigetween $1.60 and $1.90 in the 2006 calendar
year and between $1.71 and $3.06 in the 2007 calgrar. The 2007 “off-market” transactions
noted above were priced at $2.75 to $2.85 per share

A graph of the weighed average monthly share @ickethe monthly volumes of REL shares traded
on Unlisted and ShareMart during the 2006 and 2@0&ndar years is set out below.

REL- Weighted Average Monthly Price & Volume Traded
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We have been advised by REL that the outlier inéyaver 2006 is made up of two parcels —the first
was the W&K Staff Pension Fund (241,471) and tloese was the result of REL repurchasing all
shareholdings of less than the minimum holding,00@ shares (308,529) and placing these with
other shareholders.

Impact on Share Price

If the Proposed Transaction is not approved aridaBtence is still a keen seller then the overhdng o
their shareholding in REL may have an impact ormtiaeket price of REL shares in the future.

The price at which the shares are being offerd&REb-PET by St Laurence, under the Proposed
Transaction, is reasonably consistent with botemetoff-market” trades, as well as the weighted
average share price of “on-market” trades in De@db07.

The current market share price reflects informaiiothe market regarding the company as at a
current point in time. In the three week periodsequent to the announcement of the Proposed
Transaction to the market on 24 January 2008 tiere been no trades on Unlisted in REL shares.
We are therefore of the view that the Proposedsketion is therefore unlikely to have a significant
impact on the REL share price.

2.6. Implications if the Proposed Transaction is not Approved

Non-associated Shareholders have the option tofeot® against the Proposed Transaction. The
Proposed Transaction does not involve any of theeshheld by the Non-associated Shareholders.

If the Proposed Transaction is not approved Sterzae will retain its 5.14% shareholding. If St
Laurence is keen to divest their shareholding ritay take some time given there may be a delay in
selling 1,371,184 shares in what is an illiquid ke&r This could lead to St Laurence selling at a
lower price which would impact on the market vabtfieche REL shares held by Non-associated
Shareholders.

As noted earlier in this report, irrespective & ttutcome of the Proposed Transaction, from July
2008 H&G will be able to acquire a further 5.0%twé shares in REL by “creeping” under rule 7(e) of
the Code. It is therefore possible that if thep@sed Transaction does not go ahead H&G may
acquire the majority of St Laurence’s holding iredoundle in July 2008. Depending on the
willingness (or otherwise) of the buyer and théesgethe illiquidity of REL shares means that there
may be uncertainty around the terms that St Laerenald negotiate.

If, however, the Cushing Family interests do najua@ the St Laurence shares in July 2008 and if St
Laurence remains a willing seller, then given teklof liquidity in the market for REL shares the
non-approval of the transaction may have a negatipact on the share price if supply exceeds
demand. Balanced against this comment, we notdiEatwas able to successfully place
approximately 1 million REL shares (approximatedg 4f the shares in REL) following the under-
subscribed shareholder rights issue in Decembef.200
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2.7. Conclusions

The Non-associated Shareholders are required goorothe Proposed Transaction. The outcome of
the vote will be that either:

If the Proposed Transaction is not approved — 8térace will retain it's 5.14% shareholding
of REL and the Cushing Family interests and thasdtiates will continue to control REL
with 61.60% of the total vote; or

If the Proposed Transaction is approved — REL-PETtake ownership of 5.14% of REL,
the effect of which will be to increase the Cushiagnily interests and their Associates’
voting control in REL from 61.60% to 66.74% of ttoéal capital of REL.

Overall, the key points in our assessment of thetsnef the Proposed Transaction are:

Regardless of whether the Proposed Transactiqgopi®eed, the Cushing Family interests and
their Associates will remain in control of voting ordinary resolutions and would be able to
block the passing of a special resolution. Appr@fdahe Proposed Transaction will increase
the control that the Cushing Family interests dairtAssociates have and bring them slightly
closer to the 75% threshold required to pass aapesolution;

Irrespective of whether the Proposed Transacti@ppsoved, from July 2008 H&G will be
able to acquire up to 5.0% of the shares undefctieeping” provisions of the Code.
Accordingly, it is possible H&G may pick up the majy of St Laurence’s shareholding in
one bundle at that time;

Approval of the Proposed Transaction should havegligible impact on the composition of
the REL Board or the control of business operations

If the Proposed Transaction is approved it is mpeeted to have an impact on the share price
given that the price offered under the Proposedsaetion is in line with recent transactions;
and

If the Proposed Transaction is not approved aridaBtence are still keen to sell their interest
this may impact the market price of REL shares,éwax, the liquidity will remain relatively
low.
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Sources of Information, Reliance on Information,
Disclaimer and Indemnity

3.1. Sources of Information

The statements and opinions expressed in thistrapmbased on the following main sources of
information:

. The draft ordinary resolution to be proposed atSpecial Meeting of shareholders of REL;

. Correspondence with REL’s legal advisers, ChapnmgypT Christchurch, regarding the
Proposed Transaction;

. Investment Statement and Short Form ProspectugEardated 20 November 2007;

. Communication with St Laurence and REL-PET regay@iach of their rationales for the
Proposed Transaction;

. The REL Annual Report for the period ended 30 RO®Y;

. REL share transfer data for the period 1 Febru@662- 31 January 2008 provided to us from
REL; and

. REL Share Register, provided by REL.

During the course of preparing this report, we Haae discussions with and/or received information
from the management and directors of REL.

The Independent Director of REL has confirmed thathave been provided, for the purpose of this
Independent Adviser's Report, with all informatiatevant to the Proposed Transaction that is known
or should have been known to him and that all ifermation is true and accurate in all material
aspects and is not misleading by reason of omissiatherwise.

Including this confirmation, we have obtained bt information that we believe necessary for the
purpose of preparing this Independent Adviser'sdriep

In our opinion, the information set out in this émeéndent Adviser's Report is sufficient to enabke t
Non-associated Shareholders to understand alktbeant factors and to make an informed decision
in respect of the Proposed Transaction.

3.2. Reliance on Information

In preparing this report we have relied upon arsdiiesed, without independent verification, the
accuracy and completeness of all information thas awvailable from public sources and all
information that was furnished to us by REL andhilsisers.

We have evaluated that information through analgsiguiry and examination for the purposes of
preparing this report but we have not verifieddbeuracy or completeness of any such information or
conducted an appraisal of any assets. We hawaamotd out any form of due diligence or audit loa t
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accounting or other records of REL. We do not amtrthat our enquiries would reveal any matter
which an audit, due diligence review or extensixengination might disclose.

3.3. Disclaimer

We have prepared this report with care and diligetd the statements in the report are given id goo
faith and in the belief, on reasonable groundg,dtiah statements are not false or misleading.

We assume no responsibility arising in any way wiet for errors or omissions (including
responsibility to any person for negligence) fa gneparation of this report to the extent thahsuc
errors or omissions result from our reasonablamek on information provided by others or
assumptions disclosed in the report or assumptieasonably taken as implicit.

Our evaluation has been arrived at based on ecanexghange rate, market and other conditions
prevailing at the date of this report. Such candg may change significantly over relatively short
periods of time. We have no obligation or undertgho advise any person of any change in
circumstances which comes to its attention afterdiite of this report or to review, revise or updat
our report.

3.4. Indemnity

REL has agreed that, to the extent permitted by itewill indemnify Deloitte and its partners,
employees and consultants in respect of any ltgtsliffered or incurred as a result of or in
connection with the preparation of the report. sTihdemnity does not apply in respect of any
negligence, wilful misconduct or breach of law. [Rtas also agreed to indemnify Deloitte and its
partners, employees and consultants for time irduand any costs in relation to any inquiry or
proceeding initiated by any person. Where Delattés partners, employees and consultants are
found liable for or guilty of negligence, wilful stonduct or breach of law or term of reference,
Deloitte shall reimburse such costs.
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Qualifications and Expertise, Independence,
Declarations and Consents

4.1. Qualifications and Expertise

Deloitte is one of the world's leading professiosailvices firms.

The persons in the firm responsible for issuing teport are Paul Munro, B.Com (Finance and
Accounting), CA (PP) and Bruce Irvine, B.Com, LLBA (PP).

Deloitte, Mr Munro and Mr Irvine have significantgerience in the independent investigation of
transactions and issuing opinions on the merith®ferms and financial conditions of transactions.

4.2. Independence
Deloitte has no conflict of interest that couldeatf our ability to provide an unbiased report.
Deloitte is not the auditor of REL or REL-PET.

Deloitte has not had any part in the formulationhef Proposed Transaction or any aspects thereof.
Our sole involvement has been the preparationigfréport.

Deloitte will receive a fee for the preparatiortluf report. This fee is not contingent on the
conclusions of this report or the outcome of thiengpin respect of the Proposed Transaction. Wk wil
receive no other benefit from the preparation of thport.

4.3. Declarations

An advance draft of this report was provided to RHhdependent Director, solely for the purpose of
verifying factual matters contained in the repd@ertain changes were made to the drafting of the
report as a result of the circulation of the draftowever, there was no material alteration to [@auy

of the substance of this report, including the rodttogy or conclusions as a result of issuing the
draft.

Our terms of reference for this engagement diccootain any term that materially restricted the
scope of the report.

4.4. Consents

Deloitte consents to the issuing of this repoithieform and context in which it is to be included

the information to be sent to REL’s Non-associ@bdreholders. Neither the whole nor any part of
this report, nor any reference thereto may be dediin any other document without our prior written
consent as to the form and context in which it appe
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