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Generation Healthcare REIT (ASX Code: GHC)

Generation Healthcare REIT reports a 33% increase in its
FY13 underlying net operating income
APN Funds Management Limited, the responsible entity of Generation Healthcare
REIT (‘GHC’ or the ‘Fund’) is pleased to announce the Fund’s financial result for the
year ended 30 June 2013.
Key highlights for the period:









Underlying1 net operating income of $6.8 million, up 33% from $5.1 million in the
prior corresponding period (pcp);
Underlying net operating income per unit of 8.9 cents, up 25% from 7.1 cents in
the pcp;
Distributions per unit totaled 7.34 cents, up 10% on the 6.68 cents in the pcp;
Completed the $8.6 million Leading Healthcare Bendigo project on budget;
Acquired a quality rehabilitation hospital in NSW for $20 million, fully funded by a
$23.1 million equity raising;
Acquired two strategic development sites enhancing future growth
opportunities;
Refinanced the last of the Funds three debt facilities; and
A total return2 of 37.2%, materially outperforming the S&P/ASX 300 Property Trust
Accumulation Index return of 24.0%.

Commenting on the result, GHC’s Chief Executive Officer, Miles Wentworth said ”The
2013 financial year has been highly productive, having delivered a strong financial
result, successful asset management initiatives and undertaken high quality
acquisitions. The Fund continued to outperform the market over the short, medium
and longer term and is well positioned for continued growth in future years.”
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Excludes any performance fees paid or payable to the Manager during the year
Capital appreciation of GHC units during the year, assuming reinvestment of distributions paid

Underlying net operating income was up 33% to $6.8 million due to a combination
of:
 strong like-for-like property rental growth;
 positive contributions following the completion of the Leading Healthcare
Bendigo project (Victoria) and acquisition of Westmead Rehabilitation
Hospital (New South Wales); and
 interest cost savings from lower margins and lower floating rates on
unhedged debt.
Statutory profit of $6.0 million was 209% higher than the prior year’s profit of $2.0
million, principally as a result of a net gain on the change in fair value of derivatives
compared to a substantial loss in the pcp, and partially offset by a net loss on the
change in value of investment properties, compared to a gain in the pcp and a
performance fee to the Manager.
Net tangible asset backing per unit was $0.98 as at 30 June 2013, a reduction of
$0.02 from $1.00 in the pcp. This reduction was principally the result of the write off of
the Westmead Rehabilitation Hospital acquisition costs and the impact of the
associated equity raising to fund its purchase.
Net debt to total assets was 47.6%, down 4.6 percentage points from 52.2% at 30
June 2012, principally as a result of the Westmead Rehabilitation Hospital acquisition
being fully equity funded.
Operational performance
Net property income for the 2013 financial year increased by 9.6% to $16.0 million
compared with $14.6 million in the pcp. Factors contributing to this increase were:






material market rent reviews for the hospital tenant, Epworth Foundation, at
Epworth Freemasons Private Hospital , Clarendon Street, East Melbourne
(March 2013) and the Baulderstone tenancy at the Australian Red Cross
Blood Service facility (April 2013);
nine months contribution from Leading Healthcare Bendigo;
one months contribution following the purchase of Westmead Rehabilitation
Hospital; and
a combination of fixed and CPI increases on the remaining tenancies within
the portfolio.

Key portfolio metrics for the period include:






Like-for-like rental growth of 8.4%;
Continued high occupancy of 99.1%;
A weighted average lease term to expiry (WALTE) of 11.9 years;
A retention rate of 92.8% (by income) of the 28 leases that expired during the
period, delivering a 1.6% increase in rents; and
A $1.8 million increase in the Fund’s property values (on a like-for-like basis)
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Other key initiatives included:
 In September 2012, completion on budget, of the Fund’s $8.6 million Bendigo
primary care development project in Victoria. Tenants and their patients are now
experiencing the benefits of their new purpose built facility.
 In January 2013, the Fund’s final debt facility totaling $41.2 million was refinanced
early, on market terms, for a new 3.5 year term. As at 30 June 2013, the Fund’s
weighted debt term to maturity was 2.5 years, with no debt facility due to expire
until FY16.

 In February 2013, the Fund acquired a 12,200sqm strategic development site

immediately opposite the 229 bed Casey Public Hospital in Berwick, Victoria. This
site has development approval for three health related buildings totaling
25,000sqm providing for an integrated health campus, in one of Victoria’s largest
and fastest growing municipalities.

 In April 2013, the acquisition of the Westmead Rehabilitation Hospital in Sydney,
NSW for $20 million (plus acquisition costs) was announced. This quality acquisition
is the first in New South Wales, enhancing the geographic and tenant
diversification for the Fund. Purchased on an initial 9% income yield, with a 25
year lease to the ASX listed Pulse Health Limited, this is a strong addition to the
Fund.
 In April / May 2013, a $23.1 million equity raising at $0.97 per unit was completed
to finance the acquisition of the Westmead Rehabilitation Hospital. Comprising
an $8.0 million placement to institutional and sophisticated investors and a $15.1
million entitlement offer, the raising was well supported. Five new institutional
investors joined the register and 82% of existing investors (by value) took up their
entitlements.
 In June 2013, the Fund and its Frankston Private joint venture partners acquired a
further strategic land holding of 2,775sqm adjacent to the existing facility in
Frankston, Victoria. Steady progress has continued on the Frankston Private
expansion, with planning approval for a 96 inpatient bed addition granted in mid
July 2013.
Outlook
With a full year’s contribution from acquisitions, development, asset management
and capital management initiatives expected in 2014, the guidance previously
provided is reaffirmed as follows:



Forecast underlying net operating income per unit of at least 8.62 cents
Forecast distributions per unit of 7.86 cents, an increase of 7.1%

“The Fund continues to be well positioned to provide investors with a secure and
growing income stream with the management team progressing a number of
opportunities for continued growth in income and value.” Mr Wentworth said.
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Yours sincerely

John Freemantle
Company Secretary

For further information please contact
Miles Wentworth
Chief Executive Officer
Generation Healthcare REIT
T: +61 3 8656 1000

Investor Relations
T: +61 3 8656 1059.

About Generation Healthcare REIT
Generation Healthcare REIT (ASX code: GHC), is Australia’s only healthcare ASX listed real estate investment
trust.
The portfolio of ten properties includes hospitals, medical centres, laboratories and other purpose-built
healthcare facilities. The Fund partners with high quality healthcare tenants with strongly diversified income
streams. The Fund has total assets under management of $236 million with investments located in Victoria,
New South Wales and Queensland.
generationreit.com.au
About APN Property Group
APN Property Group (ASX code: APD) is a specialist real estate investment manager.
Since 1996, APN has been actively investing in, developing and managing real estate and real estate
securities on behalf of institutions, superannuation funds, high net worth and individual investors. APN’s focus
is on delivering superior investment performance and outstanding service. Performance is underpinned by a
highly disciplined investment approach and a deep understanding of commercial real estate.
apngroup.com.au
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