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Generation Healthcare REIT (ASX Code: GHC)

GHC to undertake $83.5 million of property transactions and raise $64.8
million of new equity
APN Funds Management Limited, the responsible entity of Generation Healthcare REIT
(‘GHC’ or the ‘Fund’) is pleased to announce a series of growth initiatives as follows:




$83.5 million of property transactions comprising:
o The acquisition of 55 Little Edward Street, Brisbane for $46 million;
o A $12.5 million refurbishment and expansion (including lease extension) of
Epworth Freemasons Clarendon Street; and
o The development of a new, $25 million integrated Cancer Centre for Epworth
Foundation at Clarendon Street;
A

Property Transactions
55 Little Edward Street
GHC has contracted to purchase the freehold interest in a medical office building in Spring
Hill, Brisbane for up to $46 million. Situated at 55 Little Edward Street, the asset is located on
the Brisbane CBD fringe in a health precinct that includes two significant private hospitals.
The consideration payable of up to $46 million is inclusive of $1.5 million payable contingent
on the signing of a 10 year lease currently under offer. A 3 year rental guarantee over existing
vacant space, in the event that the 10 year lease is not entered into, has also been secured.
Key acquisition metrics are:







Purchase price: up to $46.0 million
NLA: 8,302 sqm with 484 car parks
Initial yield: 8.00%
Weighted average lease term to expiry: 7.36 years (5.86 years including the car park)
Rent reviews: typically the greater of CPI or 3.5% - 4.5%
Occupancy: 100%2 with health related tenants representing 75%

Settlement3 is expected in June 2014 and will be partially satisfied by way of a $14.5 million
placement of GHC units to the vendor at $1.20 per unit (subject to an 18 month escrow
period), with the balance due in cash.
Commenting on the acquisition, GHC’s Chief Executive Officer, Miles Wentworth said: “This is
an attractive acquisition for the Fund anchored by two high quality health tenants in
Queensland Eye Hospital (Cura Day Hospitals Group) and Queensland Fertility Group (Virtus
Health) that has been acquired on an 8.00% initial yield. It enhances diversification by tenant
and asset type with the additional opportunity to increase the number of health tenancies in
the building thereby improving the value of the asset. We are also pleased to welcome the
vendor, Bennelong Real Estate Funds as a unitholder having elected to receive part of their
consideration in GHC units.”
Mr Ross Burney, Chairman of Bennelong Real Estate Funds and CEO of Taverners Group who
have an existing investment in GHC said “Our management team, led by Scott Davies, have
done an outstanding job repositioning 55 Little Edward Street into a focused health care
asset. I have every confidence the GHC management team will continue to add value and
as material unitholders in their Fund we will continue to benefit from this. GHC is a high
quality, well run Fund offering a predictable income and the potential for long term growth
into a large and growing market.”
Epworth Freemasons Clarendon Street
GHC has contracted with its 50% joint venture partner and tenant, the Epworth Foundation
(‘Epworth’), to contribute to a major refurbishment, expansion and service renewal of the
existing Clarendon Street campus. The conditions of the development include a lease
extension and a commitment by the Fund to develop a new state of the art Cancer Centre
over which Epworth will take a 20 year head lease.
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Includes a 3 year rental guarantee over the current 12% vacancy.
Subject to successful completion of GHC’s equity raising announced today and customary completion conditions.
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Refurbishment, expansion and services renewal
The Fund has agreed to contribute $12.5 million to the forecast $59 million cost of the
proposed works, with Epworth to fund the balance. Epworth has committed to delivering the
project and has assumed all project risks. GHC’s investment is scheduled to be made in early
June 2014 and will earn an initial rental yield of 8.25%, with annual increases at the higher of
CPI or 3.0% p.a. In addition, the Fund has extended Epworth’s existing lease term by a further
8 years to 20 years, with a further two 10 year options.
Cancer Centre project
The Fund has also entered into an agreement for lease with Epworth for a new state of the
art Cancer Centre that the Fund will build, subject to town planning approval, on
approximately 745 sqm of the Clarendon Street site that is to be subdivided from the broader
campus.
Key metrics of the proposed development are:






Development cost: Circa $25.0m4
Project size: Circa 4,000sqm of NLA over 8 levels (plus basement car parking)
Lease: 20 year head lease to Epworth
Initial Rent: 8.50% (on the total project cost)
Annual rent reviews to be the higher of CPI and 3.5%.

Epworth Margin share
The Fund has an agreement with Epworth in relation to the Epworth Freemasons Clarendon
Street property, dating back to its IPO in 2006, under which Epworth receives 50% of the
Fund’s uplift in the valuation of the property (Margin Share) for the period from date of
acquisition to 28 February 2015. The amount due is payable on 1 September 2015.
The Fund has agreed with Epworth to fix the amount payable 14 months early.
The amount agreed with Epworth is $5.3 million, reflecting the liability recorded in the Fund’s
financial statements as at 31 December 2013. With the amount payable in September 2015
(as originally contracted), the agreement to crystalise the amount earlier than the
contracted date of 28 February 2015 represents a good result for unitholders. Unitholders
now receive the full benefit of revaluations to this property.
Equity Raising
The property transactions announced today will be funded via a $64.8 million equity raising
at $1.20 per new unit (Offer Price).
The Offer Price represents a 5.0% discount to the 5 day volume weighted average price up
to and including 21 May 2014, adjusted for the 30 June 2014 distribution entitlement
expected to be 4.00 cpu.
The equity raising comprises:
-

$14.5 million placement (Scrip Consideration) to the vendor of 55 Little Edward Street,
Brisbane;
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Epworth has the option to fund any amount of development costs exceeding $25 million in exchange for acquiring
a proportionate interest in the Cancer Centre.
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-

$6.9 million fully underwritten placement (Institutional Placement) to existing and new
institutional investors; and
$43.4 million fully underwritten non-renounceable accelerated entitlement offer
(Entitlement Offer) of 3 new units for 10 existing units

Macquarie Capital (Australia) Limited (Macquarie) and Morgans Corporate Limited
(Morgans) are the lead managers and underwriters to the Institutional Placement and
Entitlement Offer.
Eligible unitholders who take up their full entitlement to units under the Entitlement Offer may
also apply for additional units at the offer price of $1.20, subject to a cap of 50% of their
Entitlement. Additional units will only be available where there is a shortfall between
applications received from Eligible unitholders and the number of units proposed to be issued
under the Entitlement Offer, at the discretion of the Directors of the Responsible Entity subject
to scaleback and otherwise as described in the Offer Booklet.
The Entitlement Offer is non-renounceable and rights will not be traded on the ASX or
otherwise transferable. Eligible unitholders who do not take up their entitlement under the
Entitlement Offer in full or in part, will not receive any value in respect of those entitlements
not taken up.
The new units issued under the Placement, Entitlement Offer and Scrip Consideration will not
be entitled to the June 2014 half year distribution and will initially trade under the ASX code
“GHCNA”. On commencement of trading on 26 June 2014 (the ex-distribution date for the
half yearly distribution), all units trading as GHCNA will commence trading as ordinary GHC
units and rank equally in all respects including to future distributions.
Eligible unitholders will be sent further details in relation to the Entitlement Offer via the Retail
Entitlement Offer Booklet that is expected to be lodged with the ASX on Friday 23 May 2014
and distributed to unitholders.
Enhanced debt terms
Following a further review of the Fund’s finance facilities, Management has completed the
renegotiation of the terms of its $41.2 million debt facility with the Bank of Melbourne,
resulting in a reduction in line and margin fees of 50 basis points, all other terms remaining
unchanged.
Guidance
Updated earnings and distribution guidance following the announced transactions is, subject
to no unforeseen events:5
Underlying Net Operating Income per Unit
 FY14 guidance reaffirmed at 8.90cpu
 FY15 guidance of 9.20cpu, a 3.4% increase on FY14
Distributions per Unit
 FY14 guidance reaffirmed at 8.00cpu
 FY15 guidance of 8.40cpu, a 5% increase on FY14, representing a tax
advantaged FY15 issue yield of 7.00% on the $1.20 issue price
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Please refer to the investor presentation for further information on pro forma financial information, key risks and
assumptions.
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Commenting on the announcement, GHC’s Chief Executive Officer, Miles Wentworth said
“This is an exciting time for the Fund with the realisation of part of the Fund’s organic growth
pipeline and the continued enhancement and diversification of its high quality property
portfolio. We expect that the existing strong value equation for unitholders will only be further
enhanced on the completion of the accretive development opportunity
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In considering the information contained in this announcement, please also refer to the
Important Information section below.
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
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Important Information
Forward-looking statements
This announcement contains a number of forward looking statements including indications of, and guidance on,
future earnings and financial position and performance are also forward-looking statements. Such forward looking
statements, opinions and estimates provided in this announcement are based on assumptions and contingencies
which are subject to change without notice, as are statements about market and industry trends, which are based
on interpretations of current market conditions. Forward-looking statements, opinions and estimates are not
guarantees of future performance and involve known and unknown risks, uncertainties and other factors, many of
which are beyond the control of APN FM that may cause actual results to differ materially from those expressed or
implied in such statements. There can be no assurance that actual outcomes will not differ materially from these
statements and neither APN FM, nor any of its directors, employees, servants, advisers or agents assume any
obligation to update such information. Forward-looking statements including projections, guidance on future
earnings and estimates are provided as a general guide only and should not be relied upon as an indication or
guarantee of future performance. This announcement contains such statements that are subject to risk factors
associated with the industries in which GHC operates.
Disclaimer
To the maximum extent permitted by law, Macquarie and Morgans, and their related bodies corporate (as defined
in the Corporations Act 2001 (Cth)), and the officers, directors, employees and agents of those entities, expressly
disclaim all or any liability which may arise out of the provision to, or use by, any person of the information contained
in this announcement and make no recommendation as to whether investors should participate in the offer of units
under the Placement and the UPP. Without limiting the foregoing, any forecast, budget, target, projection or other
forward looking statement (projection) is provided for information purposes only and comprises APN FM’s estimates
of future prospects of the Fund. No representation or warranty is given as to the accuracy, completeness or
reasonableness of any such projection, or that any such projection will actually be met. As the achievement of any
projection is dependent upon future events, the outcome of which cannot be assured, the actual results may vary
materially from the projection.

About Generation Healthcare REIT
Generation Healthcare REIT (ASX code: GHC), is Australia’s only healthcare ASX listed real estate investment entity.
The portfolio of eleven 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 $309 million with investments located in Victoria, New South Wales and
Queensland.
generationreit.com.au
About APN Funds Management Limited
APN Funds Management Limited is a wholly owned subsidiary of APN Property Group (APN) (ASX code: APD), 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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