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Disclaimer
Not for release to US wire services or distribution in the United States.
This presentation has been prepared by Precinct Properties New Zealand Limited (Precinct).
This presentation has been prepared in relation to the offer of new shares in Precinct (New Shares) by way of a:
■
Placement to selected institutional investors (Placement); and
■
Retail offer to Precinct’s existing shareholders with an address in New Zealand (Retail Offer),
under clause 19 of Schedule 1 of the Financial Markets Conduct Act 2013 (together, the Offer).
Information: This presentation contains summary information about Precinct and its activities which is current as at the date of this presentation. The
information in this presentation is of a general nature and does not purport to be complete nor does it contain all the information which a
prospective investor may require in evaluating a possible investment in Precinct or that would be required in a product disclosure statement for the
purposes of the Financial Markets Conduct Act 2013. The historical information in this presentation is, or is based upon, information that has been
released to NZX Limited (NZX). This presentation should be read in conjunction with Precinct's other periodic and continuous disclosure
announcements, which are available at www.nzx.com.
NZX: The New Shares will be quoted on the NZX Main Board upon completion of allotment procedures. The NZX Main Board is a licensed market
operated by NZX, a licensed market operator, under the Financial Markets Conduct Act 2013. However, NZX accepts no responsibility for any
statement in this presentation.
Not financial product advice: This presentation is for information purposes only and is not financial or investment advice or a recommendation to
acquire Precinct securities, and has been prepared without taking into account the objectives, financial situation or needs of individuals. Before
making an investment decision, prospective investors should consider the appropriateness of the information having regard to their own
objectives, financial situation and needs and consult a broker, or solicitor, accountant or other professional adviser if necessary.
Past performance: Past performance information given in this presentation is given for illustrative purposes only and should not be relied upon as
(and is not) an indication of future performance.
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Disclaimer
Future performance: This presentation contains certain "forward-looking statements" such as indications of, and guidance on, future earnings and
financial position and performance. Forward-looking statements can generally be identified by the use of forward-looking words such as, 'expect',
'anticipate', 'likely', 'intend', 'could', 'may', 'predict', 'plan', 'propose', 'will', 'believe', 'forecast', 'estimate', 'target', 'outlook', 'guidance' and other
similar expressions within the meaning of securities laws of applicable jurisdictions and include, but are not limited to, forecast EBITDA, operating
cashflow, future effective tax rates, the company’s development program, distribution guidance, estimated asset life, the outcome and effects of
the Offer and the use of proceeds and property market forecasts. The forward-looking statements contained in this presentation are not
guarantees or predictions of future performance and involve known and unknown risks and uncertainties and other factors, many of which are
beyond the control of Precinct, and may involve significant elements of subjective judgement and assumptions as to future events which may or
may not be correct. There can be no assurance that actual outcomes will not materially differ from these forward-looking statements. A number
of important factors could cause actual results or performance to differ materially from the forward-looking statements, including the risk factors
set out in this presentation. Investors should consider the forward-looking statements contained in this presentation in light of those disclosures. The
forward-looking statements are based on information available to Precinct as at the date of this presentation. Except as required by law or
regulation (including the NZX Listing Rules), Precinct undertakes no obligation to provide any additional or updated information whether as a result
of new information, future events or results or otherwise. Indications of, and guidance on, future earnings or financial position or performance are
also forward-looking statements.
Investment risk: An investment in securities in Precinct is subject to investment and other known and unknown risks, some of which are beyond the
control of Precinct. Precinct does not guarantee any particular rate of return or the performance of Precinct.
Not an offer: This presentation is not a product disclosure statement or other offering document under New Zealand law (and will not be lodged
with the Registrar of Financial Service Providers) or any other law. This presentation is for information purposes only and is not an invitation or offer
of securities for subscription, purchase or sale in any jurisdiction (and will not be lodged with the U.S Securities Exchange Commission). Any
decision to purchase New Shares in the Retail Offer must be made on the basis of the information to be contained in a separate offer document
to be prepared and issued to eligible retail shareholders. The retail offer booklet for the Retail Offer will be available to eligible retail shareholders in
New Zealand following its lodgement with NZX. Any eligible retail shareholder who wishes to participate in the Retail Offer should consider the
retail offer booklet in deciding to apply under that offer. Anyone who wishes to apply for New Shares under the Retail Offer will need to apply in
accordance with the instructions contained in the retail offer booklet and the application form. This presentation does not constitute investment or
financial advice (nor tax, accounting or legal advice) or any recommendation to acquire New Shares and does not and will not form any part of
any contract for the acquisition of New Shares. This presentation may not be released or distributed in the United States. This presentation does
not constitute an offer to sell, or a solicitation of an offer to buy, any securities in the United States. The New Shares have not been and will not be
registered under the U.S. Securities Act of 1933 (the U.S. Securities Act) or the securities laws of any state or other jurisdiction of the United States.
Accordingly, the New Shares may not be offered or sold, directly or indirectly, in the United States or to persons that are acting for the account or
benefit of persons in the United States, unless they have been registered under the U.S. Securities Act, or are offered and sold in a transaction
exempt from, or not subject to, the registration requirements of the U.S. Securities Act and any other applicable state securities laws. Refer to slide
5-6 for information on restrictions on eligibility criteria to subscribe for New Shares in the Offer.
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Disclaimer
Financial data: All dollar values are in New Zealand dollars (NZ$ or NZD) unless otherwise stated.
Disclaimer: None of First NZ Capital Securities Limited, First NZ Capital Group Limited and Credit Suisse (Australia) Limited (together the
“underwriters”), nor any of their or Precinct's respective advisers or any of their respective affiliates, related bodies corporate, directors, officers,
partners, employees and agents, have authorised, permitted or caused the issue, submission, dispatch or provision of this presentation and, except
to the extent referred to in this presentation, none of them makes or purports to make any statement in this presentation and there is no statement
in this presentation which is based on any statement by any of them. For the avoidance of doubt, the underwriters and their respective advisers,
affiliates, related bodies corporate, directors, officers, partners, employees and agents have not made or purported to make any statement in this
presentation and there is no statement in this presentation which is based on any statement by any of them. To the maximum extent permitted by
law, Precinct, the underwriters and their respective advisers, affiliates, related bodies corporate, directors, officers, partners, employees and
agents exclude and disclaim all liability, for any expenses, losses, damages or costs incurred by you as a result of your participation in the Offer and
the information in this presentation being inaccurate or incomplete in any way for any reason, whether by negligence or otherwise. To the
maximum extent permitted by law, Precinct, the underwriters and their respective advisers, affiliates, related bodies corporate, directors, officers,
partners, employees and agents make no representation or warranty, express or implied, as to the currency, accuracy, reliability or completeness
of information in this presentation and, with regards to each underwriter, their respective advisers, affiliates, related bodies corporate, directors,
officers, partners, employees and agents take no responsibility for any part of this presentation or the Offer. The underwriters and their respective
advisers, affiliates, related bodies corporate, directors, officers, partners, employees and agents make no recommendations as to whether you or
your related parties should participate in the Offer nor do they make any representations or warranties to you concerning the Offer, and you
represent, warrant and agree that you have not relied on any statements made by any of the underwriters, or any of their advisers, affiliates,
related bodies corporate, directors, officers, partners, employees or agents in relation to the Offer and you further expressly disclaim that you are in
a fiduciary relationship with any of them. Statements made in this presentation are made only as the date of this presentation. The information in
this presentation remains subject to change without notice. Precinct reserves the right to withdraw the Offer or vary the timetable for the Offer
without notice.
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Disclaimer
International selling restrictions
This presentation does not constitute an offer of New Shares of Precinct in any jurisdiction in which it would be unlawful. I n particular, this
presentation may not be distributed to any person, and the New Shares may not be offered or sold, in any country outside New Zealand except to
the extent permitted below.
Australia
This document and the offer of New Shares are only made available in Australia to persons to whom an offer of securities can be made without
disclosure in accordance with applicable exemptions in sections 708(8) (sophisticated investors) or 708(11) (professional investors) of the Australian
Corporations Act 2001 (the “Corporations Act”). This document is not a prospectus, product disclosure statement or any other formal “disclosure
document” for the purposes of Australian law and is not required to, and does not, contain all the information which would be required in a
"disclosure document" under Australian law. This document has not been and will not be lodged or registered with the Australian Securities &
Investments Commission or the Australian Securities Exchange and the issuer is not subject to the continuous disclosure requirements that apply in
Australia.
Prospective investors should not construe anything in this document as legal, business or tax advice nor as financial product advice for the
purposes of Chapter 7 of the Corporations Act. Investors in Australia should be aware that the offer of New Shares for resale in Australia within 12
months of their issue may, under section 707(3) of the Corporations Act, require disclosure to investors under Part 6D.2 if none of the exemptions in
section 708 of the Corporations Act apply to the re-sale.
Hong Kong
WARNING: This document has not been, and will not be, registered as a prospectus under the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Cap. 32) of Hong Kong, nor has it been authorised by the Securities and Futures Commission in Hong Kong pursuant to the
Securities and Futures Ordinance (Cap. 571) of the Laws of Hong Kong (the "SFO"). No action has been taken in Hong Kong to authorise or register
this document or to permit the distribution of this document or any documents issued in connection with it. Accordingly, the New Shares have not
been and will not be offered or sold in Hong Kong other than to "professional investors" (as defined in the SFO and any rules made under that
ordinance).
No advertisement, invitation or document relating to the New Shares has been or will be issued, or has been or will be in the possession of any
person for the purpose of issue, in Hong Kong or elsewhere that is directed at, or the contents of which are likely to be accessed or read by, the
public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with respect to New Shares that are or are
intended to be disposed of only to persons outside Hong Kong or only to professional investors. No person allotted New Shares may sell, or offer to
sell, such securities in circumstances that amount to an offer to the public in Hong Kong within six months following the date of issue of such
securities.
The contents of this document have not been reviewed by any Hong Kong regulatory authority. You are advised to exercise caution in relation to
the offer. If you are in doubt about any contents of this document, you should obtain independent professional advice.
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Disclaimer
Japan
The New Shares have not been and will not be registered under Article 4, paragraph 1 of the Financial Instruments and Exchange Law of Japan
(Law No. 25 of 1948), as amended (the "FIEL") pursuant to an exemption from the registration requirements applicable to a private placement of
securities to Qualified Institutional Investors (as defined in and in accordance with Article 2, paragraph 3 of the FIEL and the regulations
promulgated thereunder). Accordingly, the New Shares may not be offered or sold, directly or indirectly, in Japan or to, or for the benefit of, any
resident of Japan other than Qualified Institutional Investors. Any Qualified Institutional Investor who acquires New Shares may not resell them to
any person in Japan that is not a Qualified Institutional Investor, and acquisition by any such person of New Shares is conditional upon the
execution of an agreement to that effect.
Singapore
This document and any other materials relating to the New Shares have not been, and will not be, lodged or registered as a prospectus in
Singapore with the Monetary Authority of Singapore. Accordingly, this document and any other document or materials in connection with the
offer or sale, or invitation for subscription or purchase, of New Shares, may not be issued, circulated or distributed, nor may the New Shares be
offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore except
pursuant to and in accordance with exemptions in Subdivision (4) Division 1, Part XIII of the Securities and Futures Act, Chapter 289 of Singapore
(the "SFA"), or as otherwise pursuant to, and in accordance with the conditions of any other applicable provisions of the SFA.
This document has been given to you on the basis that you are (i) an existing holder of the Company’s shares, (ii) an "institutional investor" (as
defined in the SFA) or (iii) an "accredited investor" (as defined in the SFA). In the event that you are not an investor falling within any of the
categories set out above, please return this document immediately. You may not forward or circulate this document to any other person in
Singapore.
Any offer is not made to you with a view to the New Shares being subsequently offered for sale to any other party. There are on-sale restrictions in
Singapore that may be applicable to investors who acquire New Shares. As such, investors are advised to acquaint themselves with the SFA
provisions relating to resale restrictions in Singapore and comply accordingly.
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Disclaimer
United Kingdom
Neither this document nor any other document relating to the offer has been delivered for approval to the Financial Conduct Authority in the
United Kingdom and no prospectus (within the meaning of section 85 of the Financial Services and Markets Act 2000, as amended ("FSMA")) has
been published or is intended to be published in respect of the New Shares.
This document is issued on a confidential basis to "qualified investors" (within the meaning of section 86(7) of the FSMA) in the United Kingdom, and
the New Shares may not be offered or sold in the United Kingdom by means of this document, any accompanying letter or any other document,
except in circumstances which do not require the publication of a prospectus pursuant to section 86(1) of the FSMA. This document should not be
distributed, published or reproduced, in whole or in part, nor may its contents be disclosed by recipients to any other person in the United
Kingdom.
Any invitation or inducement to engage in investment activity (within the meaning of section 21 of the FSMA) received in connection with the issue
or sale of the New Shares has only been communicated or caused to be communicated and will only be communicated or caused to be
communicated in the United Kingdom in circumstances in which section 21(1) of the FSMA does not apply to the Company.
In the United Kingdom, this document is being distributed only to, and is directed at, persons (i) who have professional experience in matters
relating to investments falling within Article 19(5) (investment professionals) of the Financial Services and Markets Act 2000 (Financial Promotions)
Order 2005 ("FPO"), (ii) who fall within the categories of persons referred to in Article 49(2)(a) to (d) (high net worth companies, unincorporated
associations, etc.) of the FPO or (iii) to whom it may otherwise be lawfully communicated (together "relevant persons"). The investments to which
this document relates are available only to, and any offer or agreement to purchase will be engaged in only with, relevant persons. Any person
who is not a relevant person should not act or rely on this document or any of its contents.

FY19 INTERIM RESULTS

Page 7

Agenda
Highlights

Page 9

Section 1 – Strategy progress

Page 10

Section 2 – Market and portfolio overview

Page 11

Section 3 – Interim results and capital management

Page 22

Section 4 – Development summary

Page 27

Section 5 – Proposed equity raise

Page 36

Section 6 – Conclusion and outlook

Page 45

Precinct Properties New Zealand Limited
Scott Pritchard, CEO
George Crawford, COO
Richard Hilder, CFO
Note: All $ are in NZD unless otherwise stated

FY19 INTERIM RESULTS

Page 8

Highlights
Financial Performance
■ $25.5 m 1H19 total
comprehensive income
after tax (+44% y-o-y)
■ $37.7 m 1H19 net
operating income1 after
tax (-1.3% y-o-y)
■ 3.24 cps EPS (pre
performance fee) (+2.9%)
Note 1: Net operating income is an alternative performance
measure which adjusts net profit after tax for a number of non-cash
items.
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Capital Management
■ $191 m asset sales settled
during 1H19
■ $150 m equity raising
announced today

– Gearing reduced to
18.5% (post equity
issue)
– Funding for future
opportunities

Portfolio Performance
■ 100% portfolio occupancy
■ Strong leasing across all
assets – 22,151 sqm new
letting 1H19 (including
developments)
■ Acquisition of the
remaining 50% of
Generator moving
Precincts ownership to
100%
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Strategy progress since June
Operational Excellence
-

Premium grade portfolio benefitting from strong occupier demand

-

Strategic acquisition - Generator ownership increased to 100%

-

Commencing sales programme for Pastoral and Mayfair House

Developing the Future
-

Commercial Bay
-

Further leasing progress

-

Construction progress indicating c. 1 month slippage

-

Charles Fergusson Building completed and occupied

-

Bowen State Building to complete this year on programme

-

Wynyard Quarter Stage Two - construction commenced and now 60% pre-let

-

One Queen Street - further leasing progress now 76% pre-committed

Empowering People
-

Staff increase to nearly 100 following acquisition of Generator

-

Board succession process to commence

-

Focus on Diversity and Inclusion - Rainbow Tick certification underway

FY19 INTERIM RESULTS

Page 10

Section 2
Market and
Portfolio
Overview

Our city centre markets
Premium Office

Retail

■ Traditional
■ Flexible

Market

Demand

Hotel

Supply

Traditional
Flexible space
Retail
Hotel
■ City centre retail demand remains strong with elevated enquiry and minimal supply.
Broader retail trends are softer which will limit rental growth
■ Hotel supply increased leading to stability in ADR. Prime locations are expected to
outperform. Delay in NZICC may impact short term performance
FY19 INTERIM RESULTS
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Auckland CBD office market
Occupier Demand

Prime vacancy at 3.0%

Supply

■
■

Auckland is currently experiencing a shortage of
available office space. Static net supply as a result
of the development pipeline and stock reductions
remaining in equilibrium

Dec-18 Forecast

10.0%
8.0%

6.0%
4.0%
2.0%

Construction market difficulties remain which is
reducing and determining new supply

0.0%
2017

Colliers research suggests that the current scarcity
of CBD office space is positive for landlords as rents
are forecast to rise higher

18,000 sqm
Prime CBD office vacancy
over 600,000 sqm

3%
Prime CBD office vacancy
rate as at 31 December
2018
FY19 INTERIM RESULTS
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Dec-17 Forecast

12.0%

Vacancy Rate (%)

–
■

Forecast prime vacancy (CBRE, Dec 2018)

Total Auckland CBD demand remains strong, as
vacancy reached a new record low of 5.2% (Dec
2018, Colliers research)

2018

2019

2020

2021

2022

Forecast net effective rent growth (CBRE & JLL, Dec 2018)
Net Effective Rental Growth pa

■

10.00%
8.00%
6.00%
4.00%
2.00%
0.00%
-2.00%
2018

2019

2020
JLL

2021

2022

CBRE
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Wellington CBD office market
Occupier Demand

Office space remains tight with limited new
supply and continued demand. Total vacancy
at a record low of 6.2% (Dec 2018, Colliers
research)
–

Prime vacancy at 1.2%

Supply
■

The low prime vacancy rates and strong
demand outlook are providing a strong basis for
new development and refurbishment

■

Around 100,000 sqm of office supply is currently
being planned in the next 5 years, however it is
unlikely that all of this will materialise

Forecast prime vacancy (CBRE, Dec 2018)
Dec-18 Forecast

Vacancy Rate (%)

■

4.0%

2.0%

0.0%
2017

1.2%

2018

2019

2020

2021

2022

Forecast net rent growth (CBRE & JLL, December 2018)

6.2%
10-year low Wellington CBD
office vacancy rate as at
31 December 2018

12.00%

Net Effective Rental Growth pa

Prime vacancy rate as at 31
December 2018

10.00%
8.00%
6.00%
4.00%
2.00%
0.00%
2018
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Dec-17 Forecast
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2019

2020
JLL

CBRE

2021

2022
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Portfolio activity
■ Strong leasing demand driving growth in
rental and occupancy
– New leasing transactions were 11.3%
above previous contract rents
– Market events (leasing and reviews) were
5.7% higher than valuation
–

Suggests Precinct’s assets are outperforming
market rental growth

■ 50% sale in the ANZ Centre settled

+11.3%
Increase in previous contract rents from
new leasing

Investment Portfolio Leasing Events
New Leases

Number

Area

Auckland

10

5,049 sqm

Wellington

4

4,505 sqm

14

9,553 sqm

Auckland

5

1,862 sqm

Wellington

2

863 sqm

Sub Total

7

2,724 sqm

Total Leasing

21

12,278 sqm

Auckland

24

20,974 sqm

Wellington

8

4,142 sqm

32

25,115 sqm

Sub Total

RoR, Extensions & Restructures

■ Opening of H&M at Commercial Bay
■ No.1 The Terrace podium WAP2 works
complete with Treasury occupying floors 1-4

Rent Reviews

■ Ministry of Primary Industries have taken
occupation of Charles Fergusson Building

Total Reviews
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Key Leasing
Significant leasing occurred in the period

Wynyard Quarter Stage Two
■ Media Design School committed
to a 15 year lease over 4,700 sqm

16,400 sqm
Key leasing committed

12 year
Weighted average lease term

One Queen Street
■ Bell Gully committed to
3,800 sqm for 15 years

No.1 The Terrace
■ Terms agreed with a large
NZ based occupier for 7,900
sqm on a 9 year lease term
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AON Centre case study
Active management and value add investment
driving strong rental growth
Secured leasing deals across 6,100 sqm in 2018.
Major deals include:
–
–
–
–

ASB (1,070 sqm)
TNZI (1,000 sqm)
Medical Council (1,900 sqm)
MBIE (1,050 sqm)

■ IAG lease expired March 2018 across 4,294 sqm
– 100% backfilled with average increase of
21% versus net passing rent
– Incremental yield on CAPEX of 12.6%
■ New mezzanine floor constructed on level 25 to
add approximately 800 sqm of NLA
■ Taste on Willis retail project has commenced
with initial design phases underway
FY19 INTERIM RESULTS
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No.1 The Terrace update
Podium floors
■ Significant refurbishment completed including
seismic strengthening
■ Treasury moved from the Tower to occupy the
Podium on a 12 year lease as agreed in WAP2

Tower
■ Terms agreed with a Large NZ based occupier
for a new 9 year lease for the entire tower
(7,900 sqm)
■ Commitment will remove all pending vacancy
from WAP2
■ Works programmed to commence March 2019

and complete end 2019
FY19 INTERIM RESULTS
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Generator update
■ Agreement to increase ownership to 100%
■ Well aligned with Precinct’s strategy of being a city centre specialist
■ Increases exposure to fast growing flexible office space market
– Sector of the office market requiring smaller premises, i.e. SME’s with typically fewer than
30 staff
– Growth businesses including technology sector aligned with Wynyard Quarter Innovation
Precinct
– Precinct’s core clients are increasingly looking to include flexible space as part of their
overall real estate solution

■ Strong opportunities for growth through aligning with core Precinct clients and
locations

–
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Generator transaction and status
Acquisition metrics:
■ Remaining 50% equity interest purchased for $7.4 million
■ Implies enterprise value of $25.5 million (c. $2,000 psm)
■ Independent advice on value implies IRR of 15% +

Ambitious growth in sites has met strong demand
■ Absorbed 10,000 sqm of office space in 2 years
■ Overall occupancy now around 80%
■ Operating losses recorded through trading up periods for new sites

Now operating at break-even levels with year end targets as follows:
■ Stable occupancy of 85% to 90%
■ Annualised revenue of $20 million +
■ Target EBIT margin ranging 10% to 15%
2017

2019

Stanbeth & Excelsior House

Stanbeth & Excelsior House, Wynyard
Quarter, Britomart Place

Area

c. 3,000 sqm

c. 13,000 sqm

Desks

190

1,245

c. 350

1,200

Site locations

Members
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Flexible workspace
Increasingly becoming a fundamental part of the
commercial real estate market
■ Exponential sector growth according to Colliers
Flexible Workspace Report (2018)
–

Sector has doubled in the past 3 years, now
covering 85,545 sqm across NZ

–

Auckland accounts for 54,050 sqm (63%)

–

Generator accounts for around 60% of city centre
flex space

Precinct has seen a shift in the type of businesses
interested in flexible spaces
■ A growing range of corporate users are now
considering flexible space
■ Precinct intends to grow the Generator
business focused on the Auckland and
Wellington city centres
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Section 3
Interim Results
and Capital
Management

Interim results

$25.5 m
Total comprehensive income
after tax (+44% y-o-y)

EPS Reconciliation to comparative period
3.75 c

3.25 c

3.24 cps
EPS – pre performance fee
(+2.9% y-o-y)

2.75 c

■ Liquidated damages of $15.4 million recognised as a
current liability with a corresponding contingent asset
■ NTA per share at $1.39 (June 18: $1.40)
– Reduction primarily due to loss in financial

6.60 cps
Full year guidance of
approximately 6.60 cps remains
(pre-performance fee)

instruments
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Net property income

$47.3 m

Unaudited
six months
ended 31
December
2018

Unaudited
six months
ended 31
December
2017

D

Auckland total

$19.7

$19.3

+ $0.4

Wellington total

$12.1

$12.1

($0.0)

Investment portfolio

$31.8

$31.5

+ $0.3

$16.1

($0.6)

$47.6

($0.3)

Amounts in $ millions

NPI for the 6 months ended 31 December 2018

Several transactions and
developments occurred in the
period
■
■

■

Brandon Street and ANZ Centre sales settled
Completion of H&M at Commercial Bay and
Charles Fergusson Building
No.1 The Terrace Podium works largely
completed

Adjusting for transactions and
developments, NPI was 1%
higher than the comparative
period
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Transactions and Developments
Total

$15.5
$47.3

Reconciliation of movement in net property income
$50.0 m

$45.0 m

$40.0 m
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Taxation reconciliation
Tax expense reconciliation
Unaudited Unaudited six
six months
months
ended 31
ended 31
December
December
2018
2017

Tax expense of $0.4 million
■

$2.3 million lower than comparable period

Lower tax charge due to:
■

Significant amount of development activity across
the business:
–

Commercial Bay, Bowen Campus, Wynyard
Quarter Stage Two and One Queen Street

–
■

■

No. 1 The Terrace and AON Centre

Total comprehensive income after tax
Depreciation recovered on sale
Deferred tax benefit
Current tax expense
Net profit before taxation

Net realised loss on sale of investment properties
Share of profit or (loss) of joint ventures
Unrealised net (gain)/loss on financial instruments

–

Continued leasing momentum

$2.7 m
$18.8 m

$14.7 m
$1.9 m
$0.8 m

$0.5 m
$6.9 m
$40.9 m

Depreciation

($7.8 m)

($9.8 m)

Leasing fees and incentives in the period

($3.8 m)

($2.3 m)

($19.5 m)

($15.1 m)

Disposal of depreciable assets

($5.1 m)

($1.6 m)

Other deductibles

($0.4 m)

($2.4 m)

Taxable income

$1.5 m

$9.6 m

Current tax expense

$0.4 m

$2.7 m

1.0%

6.6%

Capitalised interest on development properties

Effective tax rate
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$0.4 m
$24.0 m

$11.4 m

Other deductible expenses

Works commencing at Pastoral House

($1.6 m)

$38.1 m

disposal of depreciable assets

–

($12.6 m)

Unrealised net gain/(loss) in value of investment and
development properties

Operating profit before tax

due to:

$17.7 m

$10.7 m

Less non assessable income

Activity has led to higher level of leasing costs and

Second half expected to have a low tax expense

$25.5 m
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Capital management
Well positioned balance sheet:

Key metrics

Dec 2018

June 2018

– $191 million of asset sales settled in the half

Debt drawn ($m)

710.4

751.4

– $150 million equity raise announced today

Gearing - Banking Covenant

24.3%

25.0%

3.6

3.3

■ Gearing of 24.3% (Dec 18)

Weighted facility expiry (years)

■ Sufficient funding in place to execute current
commitments

Weighted average debt cost (incl fees)

5.4%

5.3%

■ Strategy to:

Hedged

82%

85%

ICR (previous 12 months)

2.1 times

2.4 times

Total debt facilities ($m)

1,183

1,183

– Recycle capital: Pastoral and Mayfair House
sales programme commenced
– Refinance November 2020 bank facility

Hedging profile

$400 m

Average hedging

Debt Facility Expiry Profile

Debt maturity profile

$300 m

$200 m

100.0%

50.0%

$100 m

Jun 19

Jun 20

Bank debt
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Jun 21

USPP

Jun 22

Jun 23

NZ Bonds

Jun 24

Jun 25

Jun 26

Convertible Note

Jun 27 >Jun 28
Year ending

0.0%
FY 19
FY 20
Policy Range

FY 21
FY 22
Average Hedging

FY 23
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Section 4
Development
Summary

Development summary
Current (includes One Queen Street)

Key Development Metrics (committed)

■ Target metrics remain on track

Total Development NLA

114,626 sqm

– Blended ROC of 30%

Total Office NLA

93,393 sqm

– Blended YOC of 7.3%

Office NLA leased to date

76,944 sqm

■ +93,400 sqm additional office NLA
– Currently 83% committed
■ 85% weighting to Auckland

Pipeline
■ Bowen Campus Stage Two
■ Wynyard Quarter Stages Three & Four
■ +42,000 sqm total additional office NLA
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% of office NLA leased
WALT committed to date
Value on completion
Weighting to Auckland

83%
13.0 years
$1,693 m
85%

Targeted Future Pipeline Returns

15.0%
Targeted return on cost

7.0%
Targeted yield on cost
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Development commitment
Since June 2018:
■ Committed to developments:
– Wynyard Stage Two (8,290 sqm)
– One Queen Street (22,225 sqm including
hotel)

■ Leased around 29,900 sqm

Uncommitted Development post June 2019
20,000 m²

15,000 m²

10,000 m²

5,000 m²

– Including terms agreed for 1 The Terrace
■ As at December 2018 – 16,700 sqm
uncommitted space
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2019

2020

Commercial Bay Tower

2021
Wynyard Stage 2

2022
1 Queen Street
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Commercial Bay leasing
Retail Leasing

80%

■ Building 6 (H&M) complete and operational
■ 84% of NLA committed

Office
committed to
date

– F&B leasing largely complete

– Queen Street retail frontage leased
– Fashion retail advancing

Office Leasing
■ Commitment at 80%
– Commercial terms generally consistent with
feasibility

■ Terms issued on all remaining floors
■ After including small suites – occupancy
increases to 84% leaving just 5 floors

84%
Retail
committed to
date

remaining
FY19 INTERIM RESULTS
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Development update
Total project cost increased to $690 m
(from $685 m)
■

Following some minor value accretive scope changes

Construction progress reviewed at 31
January 2019

Status indicates:
–

Around 1 month slippage to construction programme
which may impact the previously disclosed completion
dates

–

Productivity impacted by Christmas and New Year
holiday period

–

Façade installation remains as the most critical success
factor

–

Remain comfortable with the provisions of the
construction contract which protect Precinct from
delays caused by the Main Contractor
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Bowen Campus Stage One
Charles Fergusson Building

Bowen State Building

■ 100% leased to MPI on a 15-year lease

■ 100% of office leased to NZDF on a 18-year
lease

■ Completed 19 December 2018
■ MPI now in occupation

■ Occupation agreed and on target for
October 2019
■ Rent to commence April 2019
■ Retail tenancies currently being leased
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Wynyard Stage Two
Construction commenced
November 2018
■

Expected completion at end of 2020

60% of office committed
■

60%

Media Design School to occupy 4,760 sqm on
a 15-year term

Advanced discussions for
1,295 sqm with a confidential
party

Office
committed to
date
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One Queen Street
Major leasing transaction
completed
■

Bell Gully committing to c. 3,800 sqm (43%
of office NLA)

76%
Committed to
date (including
hotel)

Overall commitment now
at 76%
■

Including hotel (InterContinental
Auckland)

Programme remains on
track to commence
construction 1H2020
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Future opportunities
Wynyard Quarter Stages Three and Four
■ Final stages of Wynyard Quarter Innovation
Precinct
■ Potential for up to 22,000 sqm of NLA across 3
separate or interconnected buildings
■ Design options being advanced
■ Early engagement underway with potential
occupiers
Bowen Campus Stage Two
■ Design advanced for two separate buildings
totalling circa 20,000 sqm of NLA
■ Resource consent obtained
■ Early discussions underway with office
occupiers for around 12,000 sqm
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Section 5
Proposed Equity
Raise

Equity raising overview
Purpose
■ Capital management initiative to position the business to deliver on medium
term opportunities including Bowen Campus Stage Two and Wynyard Quarter
Stages Three and Four
■ Proceeds will initially repay bank debt and reduces pro-forma gearing, as at 31
December 2018, to 18.5%
■ Targeting $150 million of equity:
– $130 million underwritten placement
– $20 million underwritten retail offer (with ability to accept oversubscriptions of up to $10
million)

■ New shares to be offered under the placement at a price to be determined via
a bookbuild process today (subject to an underwritten floor of $1.45)
■ Retail offer will be at the placement clearing price
■ Earnings guidance for FY19 unchanged at approximately 6.60 cps (preperformance fee)
■ Dividend guidance maintained at 6.00 cps representing a YoY increase of 3.4%
■ All shares issued under the Placement and Retail Offer will be eligible for the
second quarter dividend to be paid on 27 March 2019
FY19 INTERIM RESULTS
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Business transformation advancing
Precinct launched its 2020 vision to transform its portfolio by identifying 3
key development opportunities, commencing a sales programme for noncore assets and matching this vision with a fully funded capital
management plan
2012

Dec-18

21 years

12 years1

50%

80%1

Quality

A-grade

Premium

WALT

5.9 years

8.5 years

Occupancy

94%

100%

Maint. CAPEX

0.8%

0.4%1

Asset age

Weighting to Auckland

This vision has
driven the following
outcomes ➔

Note 1: Includes completion of Commercial Bay
and Bowen Campus
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Business transformation advancing
Portfolio NTA growth
0.200
0.175
0.150
0.125
0.100
0.075
0.050
0.025
-

1.60
1.40
1.20
1.00
0.80
0.60
FY12

FY13

FY14

FY15

FY16

FY17

FY18

Annual development NTA growth
Annual investment portfolio NTA growth
Total NTA (right hand side)

Weighted average portfolio age

11.00

100%

9.00

95%

7.00

90%

5.00

85%

3.00

80%
12

13

14

15

16

17

18

Financial Year End
Occupancy

Occupancy

WALT

Portfolio WALT and Occupancy 1

25 years

20 years

15 years

10 years

5 years
2012

2013

2014

2015

2016

2017

2018

2019

WALT

Note 1: 2018 is as 31 December 2018
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Total NTA

■ Growth in NTA driven directly from
development activity represents 16 cps
(recognised to date)
■ EPS has grown at 3.5% CAGR since 2012

NTA Accretion

2020 vision has delivered significant
value to the Precinct business

Transaction rationale
■ Building on the success of Precincts 2020 vision to date, Precinct sees further
opportunity to progress its $300+ million internal development pipeline:
– Wynyard Quarter Stages Three & Four
– Bowen Campus Stage Two

■ Consistent with previous guidance, project targets will include:
– Yield on cost of +7.0%
– Targeted profit of 15%

– Project commitment anticipated in 6 to 12 months’ time
– Risk mitigation through pre-committed leasing and prudent builder selection

■ A $150 million equity issue will reduce committed gearing to 32% positioning the

business to fund these projects
■ Precinct expects to meet the balance of its project funding requirements
through a combination of asset sales and utilisation of its significant debt
headroom post the equity raise
FY19 INTERIM RESULTS
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Earnings outlook
Previously announced FY19
guidance unchanged
■

6.60 cps

Net operating income after tax of 6.60 cps (pre-

performance fee)
■

Dividend of 6.00 cps

Forecast FY19 net
operating income
after tax

Earnings growth achieved is
consistent with earnings pathway
provided in 2014 and 2016

6.00 cents per share
FY19 dividend guidance

+3.4%

Forecast increase in FY19 dividend compared to FY18
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Equity Raising – Offer Summary
■ Precinct is seeking to raise $150 million through a $130 million underwritten
Placement and a $20 million Retail Offer
■ New shares to be offered under the placement at a price to be determined via a
bookbuild process today (subject to an underwritten floor of $1.45).
Offer components

▪ Placement to eligible investors
▪ Retail Offer open to all shareholders with a registered address in New Zealand under which
each shareholder can apply for up to $50,000 of new shares

Gross proceeds

$150 million comprising:
▪ $130 million Placement
▪ $20 million Retail Offer (Precinct at its discretion may accept up to a further $10 million of
oversubscriptions under the Retail Offer)

Issue Price

▪ New shares to be offered under the placement at a price to be determined via a bookbuild
process today (subject to an underwritten floor price of $1.45)
▪ New shares from the retail offer will be issued at the placement clearing price
▪ The underwritten floor price represents a discount of
▪ 5.5% to the last close ($1.535)
▪ 5.4% to the 5 day VWAP ($1.533)

Ranking

Equally with existing shares
The new shares will be able to participate in the 1.50 cents per share (plus imputation credits)
dividend payable on 27 March 2019

Underwriters

Placement and Retail Offer (excluding oversubscriptions) are fully underwritten by First NZ
Capital Group Limited and Credit Suisse (Australia) Limited
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Offer Timetable
Placement

Date

Trading halt commences and Placement bookbuild opens

19 February 2019

Trading halt lifted

20 February 2019

Placement settlement and allotment of Placement new shares
Commencement of trading of allotted New Shares on NZX

22 February 2019

Retail Offer
Record date (5.00pm NZ time)

18 February 2019

Expected dispatch of the Offer Document and Entitlement and Acceptance Form

22 February 2019

Retail Offer opens

22 February 2019

Retail Offer closes

5 March 2019

Settlement and allotment of Retail Offer

11 March 2019

Dividend dates
Q2 dividend record date

13 March 2019

Payment date for next dividend following Retail Offer

27 March 2019

Further details regarding the Retail Offer can be found at www.shareoffer.co.nz/precinct
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Equity Raising Structure
■ Structured to be fair for all of our existing shareholders. All shareholders (unless
restricted due to legal constraints) will be able to participate fairly (through either
the Placement or Retail Share Offer) and should scaling be required, it will be
done in reference to existing shareholder holdings
■ This structure of offer provides Precinct greater execution certainty and reduced
transaction costs vs a rights offer

■ Haumi, our largest shareholder (~18.8%) will not be participating. Following the
$150 million offer, Haumi’s holding would reduce to around 17.3%.
– Haumi remains very supportive of Precinct, the growth story and this equity
raising and has no intentions to either sell down or divest the management
contract

FY19 INTERIM RESULTS
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Section 6
Conclusion and
Outlook

Conclusion and outlook
Global markets remain volatile
■ Global economic growth expected to decline
■ New Zealand remains well placed for growth, albeit moderated

Continued strength in occupier and investment markets
■ Significant rental growth in Wellington with occupier demand well in excess of
stock availability
■ New Zealand attracting significant interest from global investors

Positioned for future opportunities
■ Strong balance sheet
■ Well performing investment portfolio
■ 100% interest in Generator now secured

Continued growth in 2019
■ Long term strategy to transform city centres
■ Active development pipeline

■ Further opportunities to increase shareholder value
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Thank you

Key Financial Information
Key Financial Information

($ millions unless otherwise stated)

31 December 2018

31 December 2017

Change

Gross rental income

64.6

65.7

(1.7%)

Operating income before indirect expenses

47.3

47.6

(0.6%)

Operating income before income tax

38.1

40.9

(6.8%)

Net operating income

37.7

38.2

(1.3%)

Total comprehensive income after tax

25.5

17.7

44.1%

Earnings per share based on operating income before tax (cents)

3.15

3.38

(6.8%)

Earnings per share based on operating income after tax (cents)

3.11

3.15

(1.3%)

Net distribution (cents per share)

3.00

2.90

3.4%

93

89

4.5%

31 December 2018

30 June 2018

Change

2,524.9

2,561.7

(1.4%)

844.4

871.0

(3.1%)

Total equity

1,680.5

1,690.7

(0.6%)

Shares on issue (million shares)

1,211.1

1,211.1

NTA per share (cents)

139

140

(0.7%)

Gearing ratio at balance date (%)

24.3

25.0

(2.8%)

Payout Ratio (%)

($ millions unless otherwise stated)
Total assets
Total liabilities
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Profit & Loss
six months ended

31 December 2018

31 December 2017

Unaudited

Unaudited

$47.3 m

$47.6 m

Indirect expenses

($1.5 m)

($1.1 m)

Performance fee

($2.1 m)

Base fees

($4.1 m)

($4.0 m)

$39.6 m

$42.5 m

($1.5 m)

($1.6 m)

$38.1 m

$40.9 m

Current tax expense

($0.4 m)

($2.7 m)

Operating profit after tax

$37.7 m

$38.2 m

amounts in $ millions unless otherwise stated
Net property income

EBIT
Net interest expense
Operating profit before tax

Unrealised net gain / (loss) in value of investment and development
properties

($14.7 m)

Net realised gain / (loss) on sale of investment properties

($1.9 m)

Unrealised net gain / (loss) on financial instruments

($11.4 m)

Depreciation recovered on sale

($10.7 m)

Deferred tax (expense) / benefit

$12.6 m

$1.6 m

($0.8 m)

($0.5 m)

$25.5 m

$17.7 m

1,211.1 m

1,211.1 m

Net operating income before tax - gross (cps)

3.15 cps

3.38 cps

Net operating income after tax - (cps)

3.11 cps

3.15 cps

Net operating income after tax - pre performance fees

3.24 cps

3.15 cps

93%

89%

Share of profit or (loss) of joint venture
Total comprehensive income after tax
Weighted Number of Shares on Issue

Payout ratio
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Net property income
For the 6 months ended
$m

Unaudited six
Unaudited six
months ended 31 months ended 31
December 2018 December 2017

D

AMP Centre

$4.7

$4.8

($0.2)

PwC Tower

$8.9

$8.7

+ $0.2

Zurich House

$2.7

$2.4

+ $0.3

Mason Brothers

$1.2

$1.2

+ $0.0

12 Madden Street

$2.2

$2.2

+ $0.0

$19.7

$19.3

+ $0.3

Pastoral House

$2.2

$2.2

($0.0)

157 Lambton Quay

$3.9

$3.7

+ $0.2

AON Centre

$4.4

$4.5

($0.1)

Mayfair House

$1.6

$1.7

($0.0)

Wellington total

$12.1

$12.1

($0.0)

Investment portfolio

$31.8

$31.5

+ $0.3

HSBC House

$3.1

$3.3

($0.1)

Commercial Bay

$1.1

$0.0

+ $1.1

Bowen Campus

$1.6

$0.0

+ $1.6

10 Brandon Street

$0.2

$0.9

($0.7)

No 1 The Terrace

$2.0

$2.9

($0.9)

$7.5

$9.1

($1.6)

$47.3

$47.6

($0.3)

Auckland total

Transactions and Developments

10 Madden Street
ANZ Centre
Total
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Balance sheet
Financial Position as at

31 December 2018

30 June 2018

Unaudited

Audited

Movement

$2,478.7 m

$2,325.7 m

$153.0 m

$20.7 m

$18.2 m

$2.5 m

$191.2 m

($191.2 m)

$25.5 m

$26.6 m

($1.1 m)

$2,524.9 m

$2,561.7 m

($36.8 m)

Total Borrowings

$725.8 m

$761.7 m

($35.9 m)

Deferred Tax Liability

$27.7 m

$40.3 m

($12.6 m)

Fair value of swaps

$42.7 m

$33.8 m

$8.9 m

Other

$48.2 m

$35.2 m

$13.0 m

Total Liabilities

$844.4 m

$871.0 m

($27.0 m)

$1,680.5 m

$1,690.7 m

($10.0 m)

24.3%

25.0%

(0.7%)

1,211.1 m

1,211.1 m

-

1.39

1.40

(0.01)

amounts in $ millions unless otherwise stated
Assets

Property Assets
Fair value of swaps
Assets held for sale
Other
Total Assets
Liabilities

Equity
Liabilities to Total Assets
Shares on Issue (m)
Net Tangible Asset per security ($)
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Portfolio metrics
8.5 years

Lease expiry profile by area (including pre-commit)

Weighted average lease term
(including development pre-leasing)

100%

Occupancy

17,900 sqm

of NLA added to the investment
portfolio through developments

68%

weighting to Auckland

Wellington Current Lease Expiry

Auckland Current Lease Expiry
56.6%

60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%

0.0%

1.8%

5.0%

9.6%

7.5%

6.8%

4.1%

2.6%

3.5%

2.4%

*Excludes Commercial Bay Retail

Occupancy
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