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Result highlights

Earnings Gross rents up 18%, Q2 cash distribution of 1.925 cpu
> Gross rental income of $28.8 m, +18% (HY2012: $24.4m)
> Operating profit before tax of $16.5m, +46% to (HY2012: $11.3m)
> Net profit after tax of $14.6m, +180% (HY2012:$5.2m)
> Net distributable income of $13.9m, +44% (HY2012: $9.6m)
> Q2 distribution brings total 1H13 net distributable income (NDI1) to 3.85 cents per unit

Portfolio & 
capital 
management

Portfolio management focus delivering enhance performance and returns
> A$27m of developments completed returning ~10% per annum
> 12.1 year WALT, 99.5% occupancy continue to lead the NZ sector
> Targeted sales continue, capital recycled into improving quality & tenure of earnings
> LVR of 44.8%. Proactive use of balance sheet supports operational performance  

Healthcare 
sector
supportive

Healthcare sector trends attractive over the long term 
> Essential service nature of healthcare supports defensive earnings profile
> Demographic trends remain favourable, underpin long term growth 
> Private health insurance levels resilient in Australia, stable in New Zealand

Outlook Strategy continues to deliver enhanced portfolio performance
> Appointment of senior executive resource in Australia supports positive outlook
> Focused on continued portfolio improvement, proactive tenant engagement
> On-going assessment of ‘value-add’ opportunities to enhance earnings
> FY13 NDI guidance range reiterated at 7.70 to 7.90 cpu

Notes:
1:  NDI is calculated as profit before tax, adjusted for non-cash items including revaluation gains/losses on investment properties and construction, foreign exchange and interest rate swaps, the Manager’s 
incentive fee and current tax. 4

Vital continues its conservative 
investment approach, delivering 
defensive and stable returns



VHP performance



Defensive characteristics deliver 
outperformance over the long term

Total returns

Source: Craigs’ Investment Partners. Returns as at  31 December 2012, Bloomberg. 
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Total aggregate returns 1yr 3yr 5yr 7yr 10yr
VHP 22.0% 38.1% 64.4% 84.1% 235.5%
NZ Property Gross Index 20.5% 38.6% 22.8% 46.8% 139.1%
NZ50 Index Gross 24.2% 25.9% 0.6% 20.6% 108.5%
S&P/ASX 200 A-REIT 27.0% 9.7% -54.1% -49.9% -32.5%

Compound annual growth rate (CAGR) 1yr 3yr 5yr 7yr 10yr
VHP 22.0% 11.4% 10.4% 9.1% 12.9%
NZ Property Gross Index 20.5% 11.5% 4.2% 5.6% 9.1%
NZ50 Index Gross 24.2% 8.0% 0.1% 2.7% 7.6%
S&P/ASX 200 A-REIT 27.0% 3.1% -14.4% -9.4% -3.9%
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All NZD$m
Actual Actual change change

1H13 1H12 $m %
Gross rental income 28.8 24.4 4.3 17.8%
Net rental income 28.3 23.2 5.1 21.9%

Operating profit before tax 16.5 11.3 5.2 46.2%

Gross distributable income 16.5 11.8 4.7 39.6%
Current Tax - NZ & Australia 2.6 2.2 0.4 19.6%
Net distributable income 13.9 9.6 4.3 44.2%
Gross distributable income per unit 5.6 4.1 1.5 37.1%
Net distributable income per unit (earned) 4.7 3.3 1.4 41.6%
Units on issue (weighted average) 296.1 290.8

All NZD$m
Actual Actual change change

1H13 1H12 $m %
OCI Current Tax - NZ -1.1 0.5 -1.6 -334%
Net distributable income - PIE impact 12.8 10.1 2.7 27%
Net distributable income per unit (earned) 4.3 3.5 0.9 24%

Financial performance
Operating performance delivering 
stronger portfolio income and 
earnings 

8

Higher NDI growth 
delivered as a result

Note - Net Distributable Income is further adjusted for PIE compliance purposes with 
Current Income Tax on Other Comprehensive Income

Developments and 
acquisitions drive higher 
rental income



Gross rental income reconciliation
Rental growth reflects a range of 
portfolio initiatives, including 
continued delivery on Australian 
development pipeline 
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Financial position
Balance sheet growth driven by a 
range of capital initiatives, supporting 
an enhanced earnings profile
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All NZD$m
Actual Actual change change

1H13 FY12 $m %
Net Tangible Assets 0.99 0.98

Investment properties 623.0 567.2 56 9.8%

Total assets 627.5 580.8

Bank debt 279.0 245.8 33 13.5%

Unit holder funds 300.4 287.4 13 4.5%

Units on issue (weighted average) 296.1 291.6

Debt to total assets ratio 44.8% 43.3%

Acquisitions and 
developments

Underwritten DRP provided a 
complimentary source of 
funding to debt



Investment property reconciliation
Investment portfolio growth driven by 
strategic acquisitions and 
development spend

Note: * Capital additions includes capitalised interest $0.5m 11



Interest hedging profile & rates
Vital is currently positioned at the mid-
range of policy bands; still provides 
flexibility if interest rate environment 
remains lower for longer
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> 6.25 years 
weighted average term of 
SWAPs

> 5.57% 
weighted average interest 
rate of SWAPs

Actual Actual change change
Net financing costs (All NZD$m) 1H13 1H12 $m %
Finance income 0.5 0.1 0.4 377%
Capitalised interest 0.5 0.0 0.5
Finance expense -9.4 -8.5 -0.9 10%
Fair value gain/(loss) on interest rate derivatives 1.0 -5.0 6.0 -121%
Net finance expense -7.4 -13.4 6.0 -45%

% Hedged

100% = Target profile

90% = Current swap current profile
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Capital management
Weighted average cost of debt lower, 
key ratios well within covenant levels

> Tranche 1: 5yr A$125m 
through to 31 March 2017

> Tranche 2: 3yr A$100m & 
NZ$20m through to 31 
March 2015
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All NZD$ (unless otherwise stated)
Actual Actual

1H13 FY12

Drawn debt at period end 279.0m 245.8m

Facility size 304.7m 307.0m 

Weighted average cost of debt 6.40% 6.87%

Weighted average facility term 3.4 years 3.8 years

Hedged (interest) 86.2% 62.3%

Interest coverage ratio (ICR) 2.6 times 2.3 times

ICR covenant > 2.0 times > 2.0 times

Loan to value ratio 44.80% 43.30%

Bank & Trust Deed covenant < 50.0% < 50.0%

FX Hedging

Hedged (foreign exchange) –Derivatives 25.6% 30.1%

Hedged (foreign exchange) –Natural 63.4% 65.3%

Effective Hedge Position 89.0% 95.4%

> Falling weighted average 
cost of debt reflective of 
competitive funding 
environment and prudent 
treasury management 
approach

> LVR and ICR ratios well 
within banking and trust 
covenants

> Hedge positions 
maintained



Portfolio review



Portfolio diversification by 
value & type

QLD 
22%

SA
6%

NSW
22%

VIC
22%

TAS
3%

NZ 
25%

NT

< $15m

$15 - 25m

> $25m

24 properties, 109 tenants, ~$623m 
portfolio value

Key

Note: As at 31 December 2012. All figures in NZD.
15

19%

81%

Medical 
facilities

Hospitals

Sportsmed SA delivers 
valuable portfolio 
diversification benefits



Portfolio dashboard

Sources: Forsyth Barr, Real Estate Reflections 8 January 2013, VHP data  as at 31 December 2012. NZ LPT sector avg. excl. Vital 16
Note: * = avg. increase over rent reviews completed over the period

Occupancy remains No.1 in NZ LPT sector

NZ LPT sector average VHP

NZ LPT sector average

Still a low inflation environment for rent

1H12 1H13

reviews*

VHP

Hospital weighting increasing as Trust 
executes on development pipeline

1H12 1H13

Sector leading WALT provides greater
comfort around income and earnings
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20 year lease expiry profile On average <2% of income p.a. subject 
to lease expiry over the next 5 years.

Discussions on medium term lease 
expiries continue.
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Benign lease expiry profile over next 5 years
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Development projects update
Attractive forecast development yields 
of approximately 10%
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Project Location
Cost 
(A$m) Sep-12 Oct-12 Nov-12 Dec-12 Jan-13 Feb-13 Mar-13 Apr-13 May-13

100%

100%

100%

98%

83%

Development time line % practically completed to date Post-completion trading

TIME LINE

Description

South 
Eastern 
Private

Victoria $4.3
Development of rehabilitation centre, 
including hydrotherapy pool, 
gymnasium and consulting suites

Palm Beach 
Currumbin QLD $9.1

Two-storey ward extension with 34 
new beds and additional consulting 
suites and car-parks

Toronto 
Private NSW $3.1

Eight new beds to the existing 
rehabilitation unit and theatre plant 
upgrade

New 24 bed ward and one theatre (to 
3), stand alone medical centre, 
additional car parking

Lingard 
Private NSW $22.0

New 40 bed ward and diagnostic 
imaging areas, 2 additional theatres 
(to 6), upgrade of patient recovery 
areas

Total $44.6

Mayo Private NSW $6.1

%

As at 31 December 
2012



Currumbin Clinic (Palm Beach) -
Development case study 

Project overview
> Major redevelopment and modernisation of psychiatric hospital
> Increase total beds to 100 (+30), increased private rooms to 50% (from 23%)
> Additional car-parks and specialist consulting suites
Investment rationale
> Existing unmet demand
> Strong operational business case from operator 
> Forecast returns attractive (+10%)
Tenant outcomes
> Occupancy uplift
> Improved patient environment and security
Project metrics
> A$9.1m capital expenditure
> 17 month construction programme, now complete

19



Pre development
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Post development
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SPORTSMED SA Private Hospital & Clinics
Adelaide, South Australia

Acquisition overview
> A$29.2m acquisition cost, initial yield of 9.10% or 8.60% after acquisition costs*
> New 20 year lease, fixed annual rent reviews, periodic reviews to market
Investment rationale
> Leading operator in orthopaedics = strong tenant covenant
> Improved portfolio diversification
> Strategic ‘off market’ acquisition (high quality asset)
Tenant (and vendor) outcomes
> Long term committed partner for existing business
> CEO Alan Morrison “..we can focus on our core business whilst leveraging off Vital’s

management & development credentials and experience..”

Asset metrics
> State of the art dedicated orthopaedic facility and largest in Australia
> 13 dedicated surgeons, 5 theatres, 45 private single rooms, 29 consulting suites
> Development opportunities adjacent to site

22

Acquisition provides attractive 
portfolio diversification benefits to the 
Trust

* Stamp Duty



SPORTSMED SA Private Hospital & Clinics
Adelaide, South Australia

23

Acquisition of South Australia’s No.1 
private hospital and No.2 in Australia*

* Annual Medibank Private Member Hospital Experience Survey



Health sector 
review
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Cap Rates (%)

All Property Healthcare

Source: IPD Research.Note: direct property returns based on  PCA/IPD Index.

IPD Australian Healthcare Index Healthcare capitalisation rates less 
volatile through cycle and will likely 
lag through the ‘upswing’

25

Australian direct property capitalisation rates

~0.75%

~1.25%

GFC



Private health insurance Private health insurance shows 
continued resilience in Australia, 
with New Zealand stable for the 
December quarter.

Source:  Private Health Insurance Administration Council, Quarterly Statistics, December 2012 and Health Funds Association of New Zealand 26

Australasian health insurance levels
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Ageing demographics
An ageing population will 
underpin increasing demand for 
healthcare services over the next 
40 years

Source:  Australian Bureau of Statistics, Statistics NZ  27

Population projections 65+ year demographic (1950-2060)
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Outlook

Strategy > Growth & diversification strategy delivering results
> Credibility and capability creating opportunities
> Cementing a platform to enhance the sustainability & quality of earnings

Healthcare 
trends

> Essential service nature helps insulate against market ‘events’
> Strong demographic forecasts underpin long term demand
> Health insurance trends resilient, supporting hospital operator performance

Portfolio & 
capital 
management

> Acquisition & development activity adds value & improves diversification
> Proactive capital management enhancing portfolio performance and returns 
> Active asset management critical and core foundation for growth
> Appointment of senior executive in Australia reflects positive outlook

Earnings > Quality of earnings supported by value-add developments, strategic 
acquisitions, structured rent reviews and prudent treasury management

Outlook > Focused on continued portfolio improvement, proactive tenant engagement
> Prudent assessment of ‘value-add’ opportunities to enhance earnings
> Stable outlook underpins FY13 NDI guidance of 7.7 to 7.9 cpu
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This presentation has been prepared by Vital Healthcare Management Limited 
(the "Manager") as manager of the Vital Healthcare Property Trust (the "Trust"). 
The details in this presentation provide general information only. It is not intended 
as investment or financial advice and must not be relied on as such. You should 
obtain independent professional advice prior to making any decision relating to 
your investment or financial needs.

The provision of this presentation does not constitute an offer, invitation or 
recommendation to subscribe for or purchase units in the Trust. 

Past performance is no indication of future performance. 

No money is currently being sought, and no applications for units will be accepted, 
or money received, unless the unitholders have received an investment statement 
and a registered prospectus from the Trust.

22 February 2013

Disclaimer
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