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Result highlights



Result highlights

Earnings Gross rental up 33.4%, FY12 NDI1 of 7.70 cpu
> Gross rental income of $50.7m, +33.4% (2011: $38.0m)
> NDI of $23.3m, +28% (2011: $18.2m)
> Operating profit before interest & tax $40.9m, +21% (2011: $33.9m)
> Q4 distribution of 1.925 cpu, FY12 NDI of 7.70 cpu meets Prospectus2 guidance

Portfolio & 
capital 
management

Focused on improved portfolio performance
> A$32m of developments practically complete returning ~10%
> WALT 11.9 years, occupancy of 99.3% 
> Disposal of non-core lower value assets, recycling capital into value-add opportunities
> Longer term bank funding secured, more favourable covenants and pricing, LVR at 42.3%

Healthcare 
sector trends

Vital uniquely positioned to benefit from favourable long-term sector trends
> During market volatility, healthcare sector exhibited relatively strong defensive qualities
> Private health insurance levels resilient in Australia, stablilising in New Zealand
> “Ageing population provides non-cyclical demand for healthcare services, making it 

relatively insulated from external market shocks..” (IPD, June 2012)

Outlook Strategy entrenched, well supported by market, with clear Board directive 
> Focused on continued portfolio improvement, active tenant engagement
> Consideration & execution of value-add opportunities, including non-core asset sales
> Distribution methodology to continue on NDI basis
> FY13 NDI guidance range confirmed 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.
2. Simplified Disclosure Prospectus dated 3 November 2010 (“Prospectus” or “SDP”). 5



FY12 financial dashboard

* Bank facility and Trust Deed debt covenants both at 50% 6



FY12 portfolio dashboard

Note: NZ LPT Sector WALT and Occupancy sourced from Forsyth Barr, New Zealand Listed Property Sector: Monthly Review: August 
2012. NZ LPT sector average is weighted average based on market capitalisation 
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VHP performance



Sustained outperformance against 
indices reinforces strength and 
delivery of strategy and defensive 
characteristics of sector

7 year total return performance 

Source: Craigs’ Investment Partners. Returns as at 29 June 2012, Bloomberg. NZX = NZ50 Gross Index.
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Financial review



Financial performance

All NZD$m Actual
FY12

SDP
FY12

Actual
FY11

Profit before income tax 8.3 11.5

Adjustment for Internalisation Proposals 0.7 -

Non-cash adjustments: Add/(Deduct)

Revaluation loss on investment properties 6.2 10.5

Unrealised FX loss/(gain) - (1.9)

Fair value loss/(gain) on derivatives 10.1 (0.2)

Gross distributable income 25.4 26.1 20.0

Current Tax - NZ & Australia 2.1 3.8 1.8

Net distributable income 23.3 22.2 18.2

Gross distributable income per unit 8.7c 9.0c

Net distributable income per unit (earned) 8.0c1 7.7c 8.2c

Units on issue (weighted average) 291.6m 288.4m 220.8m

Key FY12 achievement was 
delivery on SDP, payment of 
7.7cpu

11Note 1: NDI of 7.7cpu payable



Net rental income reconciliation
Change in rental income largely 
driven by full year contributions 
of Australian acquisitions
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Financial position

All NZD$m Actual
FY12

SDP
FY12

Actual
FY11

Net Tangible Assets 0.98 1.04

Investment properties 567.2 535.4 513.9

Total assets 580.8 542.5 533.4

Bank debt 245.8 205.8 196.7

Unit holder funds 287.4 289.1 301.1

Units on issue (weighted average) 291.6m 288.4m 220.8m

Debt to total assets ratio 42.3% 37.9% 36.9%

Board comfortable with 
deployment of balance sheet for 
value-add opportunities  
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Net tangible asset reconciliation

Interest rate derivatives and 
revaluations key drivers of NTA 
decline
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Investment property reconciliation

Acquisitions and capital projects 
underpinned growth in 
investment properties

Note: * Capital additions includes capitalised interest $0.8m, ** Divestments includes property held for sale $8.35m. 15



Hedging profile
Vital is currently positioned at the 
low end of policy bands, provides 
flexibility to take  advantage of 
low interest rate environment

Hedging policy bands vs. current position
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Capital management

All NZD$ (unless otherwise stated) Actual 
FY12

Actual
FY11

Drawn debt at year end 245.8m 196.7m

Facility size 307m 279m

Weighted average cost of debt 6.87% 8.23%

Weighted average facility term 3.8 years 2.2 years

Hedged (interest) 62.3% 74.5%

Interest coverage ratio (ICR) 2.33 times 2.41 times

ICR covenant > 2.0 times > 2.0 times

Loan to value ratio 42.3% 36.9%

Bank Covenant < 50.0% < 45.0%

FX Hedging

Hedged (foreign exchange) –Derivatives 30.1% 36.0%

Hedged (foreign exchange) –Natural 65.3% 53.2%

Effective Hedge Position 95.4% 89.2%

Bank funding secured, on longer 
term and with more favourable 
covenants and pricing

> Bank facilities renewed in 
March 2012:

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

> Tranche 2: 3yr A$100m & 
NZ$20m through to 31 March 
2015

> Bank covenant now aligned 
with Trust Deed (both 50%)

> DRP programme through FY12 
provided an additional $3.7m of 
equity capital 

> Non-core asset sales continue
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Health sector 
review



IPD Australian Healthcare Index
Healthcare property infrastructure 
clearly resilient through the cycle 
relative to peers
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Ratio of > 65 years to working 
age population

Source: Challenges & Choices Fiscal Statement NZ Treasury 2009/10 20

Doubling of ageing 
demographic over 
the next 40yrs

Ageing demographic underpins 
sustained demand for healthcare 
services during market volatility



Australian private health insurance
Private health insurance shows 
continued resilience 
notwithstanding introduction of 
means rebate testing

Hospital treatment coverage

Source:  Private Health Insurance Administration Council, Quarterly Statistics, June 2012. 
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Insured persons % of 
population

NSW & ACT VIC QLD WA AUST

Introduction of 30% Rebate 
from 1 January 1999

Introduction of Life Time 
Health Cover from 1 July 
2000

Introduction of 30% 
Rebate means testing 
from 1 July 2012

Higher rebates for older 
persons from 1 April 2005

21



Portfolio review



Portfolio geographic 
diversification 25 properties, 124 tenants 

NZ$567m investment property value

9.3% weighted average capitalisation rate
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2012 property valuations

> FY12  portfolio valuation -1.05% or $6.2m
> Overall, a $5.3m reduction in New Zealand portfolio and $0.9m decline in the 

Australian portfolio 
> Excluding medium term expiries (5 & 7 years respectively) at Allamanda Private 

Hospital (Gold Coast) and Mercy Ascot (Auckland), the portfolio valuation increased by 
$3.0m or 0.7%

> No performance fee payable to the Manager

Portfolio Summary Fair Value
NZD$000’s

Weighted
Avge Mkt. 

Capitalisation
(%)

Occupancy
(%)

WALT
(years)

New Zealand 156,500 8.5 97.7 6.1

Australia 410,726 9.5 99.9 14.2

Portfolio 567,226 9.3 99.3 11.9

Continue to see full benefit of 
development programme through FY13 
as projects are concluded
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Portfolio geographic composition
Portfolio diversification 
mitigating concentration to any 
single exposure
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Healthcare sector diversification

For profit hospitals anchor portfolio
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Rent review profile & composition

Structured rent review profile 
provides relative stability
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10 year lease expiry profile
Sector leading 11.9 year WALT, 
low risk 5 year expiry profile

28



Asset protection
Majority of New Zealand assets 
have A or B grade “low risk” 
seismic classification

Insurance
> Property insurance renewed to 30 June 2013
> Like for like basis portfolio insurance costs have increased by ~30%
> Prevalence of net leases and high occupancy reduces unrecoverable premiums

Seismic review
> Napier Health Centre initially assessed as ‘moderate risk’
> Fully detailed engineering assessment continues for Napier
> Minor structural detailing of some New Zealand assets to commence shortly
> Structural review (where and if required) of Australian assets continues
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Development projects update

Property 
(Hospital) Development works Project 

cost (A$)
% complete 
(30 Jun 12)

Target 
practical 

completion 
date

Maitland Additional 24 bed rehabilitation unit, 30 new car-
parks, hydrotherapy pool and 4th theatre $9.9m 100% January 2012

Belmont
Major redevelopment and modernisation, 
increasing total beds to 120, with additional car-
parks and consultancy suites

$12.6m ~100% August 2012

South 
Eastern

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

$4.3m 40% September 
2012

Palm Beach Two-storey ward extension with 34 new beds and 
additional consulting suites and car-parks $9.1m 60% October 2012

Toronto Eight new beds to the existing rehabilitation unit 
and theatre plant upgrade $3.1m 60% December 

2012

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

$22.0m 70% March 2013

Attractive forecast development 
yields of approximately 10%
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Development case study, Belmont 
Private Hospital, Brisbane

Project overview
> Major redevelopment and modernisation of psychiatric hospital
> Increase total beds to 120 (+31), increased private rooms to 90 (+62)
> Additional car-parks and specialist consulting suites

Investment rationale
> Performance constraints of existing facility
> Strong operational business case from operator 
> Forecast returns attractive

Tenant outcomes
> Occupancy uplift
> Improved patient environment and security

Project metrics
> A$12.6m capital expenditure
> 22 month construction programme, now practically complete
> Attractive return on cost of ~10%
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The before….

…. and after 

32



Pre and post floor plan comparative
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Outlook



Outlook

Strategy > Strategy entrenched and delivering results
> Focused on core business & proactive resolution of future lease events
> Sector credibility & execution capability presenting opportunitie

Healthcare 
trends

> Non-cyclical demand helps insulate the sector from market volatility
> Favourable demographic trends underpin long term performance
> Defensive characteristics and rising demand profile is attractive

Portfolio & 
capital 
management

> Portfolio position stable, diversification benefits supporting performance
> Board comfortable deploying balance sheet for value-add opportunities
> On-going sale of non-core assets and capital recycling to enhance returns

Earnings > Earnings supported by structured rent reviews & benign lease expiry profile
> Attractive funding environment supportive to earnings

Outlook > Favourable outlook underpins FY13 NDI guidance of 7.7 to 7.9cpu
> NDI distribution policy to continue pending further AFFO analysis
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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.

24 August 2012

Disclaimer
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