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Crows Nest Hotel, Sydney, NSW



Delivering Value

ALE Property Group

High quality properties 

ÁGrowing, long term and secure income

ÁTriple net leases

ÁMetro locations

ÁOperated as pubs for average 60+ years

Strong and cost effective governance

ÁExperienced Board and management team

ÁContinuing Board renewal

ÁOne of lowest management expense ratios in sector

Low risk capital structure

ÁInvestment grade credit rating

ÁLong term and diversified funding maturities

ÁLong term hedging
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FY18 outlook

ÁIncreasing distributions

ÁDistributions expected to be fully tax deferred

ÁPositive prospects for upcoming market rent reviews

ÁContinuing review of development opportunities

2018



Portfolio 
Performance

$1,080.2m
Statutory property values

5.14%
Average capitalisation rate

11.3 years
Average Lease Term

1.5%
Rental income growth

100% 
Occupancy

Capital 
Management

42.7%
Net gearing

4.7 years
Average debt maturity

8.4 years
Hedge maturity

4.26%
All up cash interest rate

Baa2
Investment grade rating

Equity 
Performance

100%
Distribution tax deferred

$29.0m
Distributable profit

20.40 cps
Distribution

$914.2m
ASX Market Capitalisation 

21.8% p.a.
Total return since 2003 IPO

Capitalisation rates, lease terms, interest rates, maturity terms and rental growth rates are all weighted averages. 

Specific definitions are on other pages or in the statutory accounts. 

Results are for the year ending or as at 30 June 2017 and arrows indicate the movements since 30 June 2016.

Year to 30 June 2017

Group Highlights
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Year to 30 June 2017

Financial Results

The Breakfast Creek Hotel, Brisbane, QLD 5



Sound Capital Position

ÁGearing down to 42.7% provides significant 
headroom

ÁGearing below medium term target of 50% to 55%

ÁRefinancing of Aug 2017 debt maturity completed

ÁDebt maturities diversified across next 6.4 years

ÁBase interest rates fully hedged for next 8.4 years

ÁAll up cash rate currently fixed at 4.26% p.a. 

Profit

ÁDistributable profit of $29.1m

ÁNet profit after tax (IFRS) of $130.0m

ÁFull year distribution of 20.40 cps

ÁUp 2.0% on previous corresponding period 
(pcp)

ÁIn line with guidance

Á100% tax deferred

ÁFunded from current distributable profits, 
capital and cash reserves

Growing Distributions

Consistent Outperformance

Á2003 IPO investment in ALE of $1.00 has current 
accumulated value at 30 June 2017 of $14.72

ÁOutperformed AREIT 300 Index over the last 
one, three, five, ten years and since IPO

ÁOutperformed All Ordinaries Index over the last 
three, five, ten years and since IPO

Year to 30 June 2017 

Financial Highlights
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Property Revenue of $57.0m 

Á Up $0.8m or 1.5%

Á Driven by annual CPI rent increases

Property Value Outlook 

ÁWeighted average lease expiry of 11.3 years 
plus four 10 year options (83 of 86 properties)

ÁPotential rental growth at upcoming market rent 
review dates

ÁFour properties have already agreed a rent 
increase of 10%

ÁProperties with significant land value component

ÁMore than 90% of ~ 1 square kilometre of land 
located in Australian capitals and major cities

ÁContinuing capital expenditure contributing to 
growing ALH operating earnings at the 
properties

ÁALE and ALH continue to explore development 
opportunities together for mutual benefit

Property Valuations $1,080.2m

ÁValuations increased by 9.1%

ÁAverage capitalisation rate decreased to 5.14%

ÁIndependent valuersôdiscounted cash flow 
methodology valuations of 33 properties 
equivalent to a 4.48% cap rate 

ÁProperty market remains strong

ÁVery few freehold pub transactions

ÁSignificant volumes of both pub business and 
other long lease freehold retail transactions 

Year to 30 June 2017 

Property Highlights
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Millions June 17 June 16 Comments

Revenue from properties $57.0 $56.2 ÁDriven by annual CPI based rent increases

Other revenue $1.3 $1.1 ÁHigher cash balances partly offset by lower interest rates 

Borrowing expense 1 $21.8 $20.7 ÁEarly refinancing and lower interest rates on increased borrowings

Management expense $5.2 $4.9 ÁRemains one of lowest expense ratios in sector 

Land tax expense $2.2 $2.1 ÁLand tax for QLD properties only

Distributable Profit 2 $29.1 $29.6 ÁPrimarily impacted by one-off borrowing expenses

Distributable Profit (cps) 3 14.87c 15.11c

Distribution (cps) 20.40c 20.00c Á In line with guidance. 5.53 cps paid from capital (cash reserves)

Year to 30 June 2017 

Distributable P rofit
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1. Borrowing expenses were higher for three reasons
a. borrowings increased by $40m
b. average all up interest rate reduced from 4.35% to 4.26% p.a.
c. new issue completed two months in advance of repayment date (one-off)

2. Distributable Profit excludes non-cash accounting items ïsee full reconciliation to IFRS Net Profit.

3. 195.8 million securities were on issue as at both dates above

4. Rounding differences may arise



Year to 30 June 2017 

Net Profit (IFRS) and Distributable Profit
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ALE has a policy of paying distributions which are subject to the minimum requirement to distribute taxable income of the tru st under the Trust Deed. Distributable 
Profit is a non-IFRS measure that shows how free cash flow is calculated by ALE. Distributable Profit excludes items such as unrealised fair value (increments) / 
decrements arising from the effect of revaluing derivatives and investment property, non -cash expenses and non-cash financing costs. The reconciliation between 
Operating Profit before Tax and Distributable Profit has not been audited or reviewed by KPMG. Rounding differences may arise in the above table.

Millions June 17 June 16

Total Revenue $58.3 $56.2

Total Other Income (Fair value increments to investment properties and derivatives) $103.9 $90.7

Total Expenses $(32.2) $(55.7)

Income tax expense $(0.0) $(0.0)

Net Profit after income tax (IFRS) $130.0 $91.2

Add back non cash items:

Fair value (increments) to investment properties ($89.6) ($89.6)

Fair value (increments)/decrements to derivatives ($14.3) $25.2

Employee share based payments $0.2 $0.2

Non-cash finance costs $2.7 $2.6

Income tax expense $0.0 $0.0

Distributable Profit $29.1 $29.6



High Quality, Well Located and Development Potential

ALEôs Property Portfolio

Burvale Hotel, Melbourne, VIC
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ALH: Australiaôs largest pub operator

Á~ 330 licensed venues

Á~ 550 liquor outlets

Á~ 1,900 short stay rooms

ÁALH is 75% owned by Woolworths and 
25% by the Bruce Mathieson Group

ÁWoolworths is Australiaôs largest liquor 
retailer

ÁALE owns 27% of ALHôs operated venues

ALH FY16 Revenue 

Á$4,106m

ÁUp 4.0% on pcp

ALH FY16 EBITDAR 

Á$711m

Á17.3% of revenue

ALH Continues To Perform Strongly

ALEôs Property Portfolio 
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http://www.alhgroup.com.au/index.html
http://www.alhgroup.com.au/index.html


State Properties
Value
(m)

Average Value 
(m)

WACR*

NSW 10 $149.5 $15.0 5.08%

QLD 32 $340.6 $10.6 5.02%

SA 7 $37.3 $5.3 5.52%

VIC 33 $521.5 $15.8 5.16%

WA 4 $31.3 $7.8 5.96%

Total 86 $1,080.2 $12.6 5.14%

Portfolio composition as at 30 June 2017

NSW
14%

QLD
31%

SA, 4%

VIC
48%

WA, 3%

Á Valuations increased by $89.6m or around 9.10% 
during the year

Á Average cap rate reduced from 5.53% to 5.14%

Á Directors valuations used current passing net rent 
and adopted capitalisation rates

Á Valuerôsadopted cap rates reflect a blend of cap 
rate and discounted cash flow (DCF) methodologies 

Á June 2017 independent DCF valuations of 33 
properties provides higher valuations equivalent to 
a 4.48% cap rate

Geographic Diversity

30 June 2017 Valuations

ALEôs Property Portfolio
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* WACR: Weighted Average Capitalisation Rate

5.44% 5.14% 4.48%

Cap Rate 
Method

Cap Rate 
Adopted

Cap Rateon 
DCF Method



Value of Growth

Rents are expected to

Á Take small step increase towards 
market levels at 2018 as market rent 
reviews are capped and collared 
within 10% of the 2017 rent

Á Take much larger step increase at 
2028 as they fully revert to market

Value of Income

Á100% of the properties are leased to ALH, 
Australiaôs largest pub operator

ÁLong term triple net leases with average lease 
term of 11.3 years plus four 10 year options 
for ALH to renew (for 83 of 86 properties)

ÁProperties of core strategic operating 
importance 

ÁProperties have operated in current locations 
as pubs for more than 60 years on average

Value of Opportunities

Á ALEôs properties have a significant land 
value component 

Á More than 90% of the ~1 square 
kilometre of land owned by ALE is located 
in Australian capitals and major cities

Á ALE and ALH continue to explore 
development opportunities together for 
mutual benefit

Á Alternate use opportunities exist at some 
properties in the longer term

Three Layers of Value

ALEôs Property Portfolio
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While the spread remains high, movements in ALEôs average capitalisation rates are currently being driven by factors 
beyond movements in bond rates.

Capitalisation and Bond Rate Movements

ALEôs Property Portfolio
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6.07%
6.20% 6.45% 6.60% 6.44% 6.57% 6.59% 6.42%

5.99%
5.53%

5.14%6.26% 6.45%
5.52%

5.10% 5.21%

3.04%

3.76% 3.54%
3.01%

2.00%

2.66%

FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17

ALE'saverage capitalisation rates

Australian 10 year bond rates

ALE'scapitalisation rates



ÁLocated in Southport, Gold Coast next to an existing light rail stop

ÁAcquired in 2003 for $4.4m at a cap rate of 8.4%

ÁHotel completely reconstructed and reopened June 2017

ÁNew Dan Murphyôs opened November 2016

ÁEBITDAR for ALH is expected to benefit significantly, positively underpinning ALEôs future market rent

ÁOne off fixed 10% rent increase already applied, from June 2017 reopening of hotel

ÁAnnual CPI rent increases apply until next open market rent review in 2028

ÁValued June 2017 at $10.5m at a cap rate of 5.36%

Before Development Completed Development

Anglers Arms Hotel, Gold Coast, QLD

Case Studies ïProperty Development by ALH
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ÁLocated in the north eastern suburbs of Adelaide

ÁAcquired for $2.2m in 2003 at a cap rate of 9.9%  

ÁSubstantially reconstructed and then reopened the hotel in May 2016

ÁALH joined forces with Coopers Brewing to create Adelaideôs first Coopers Alehouse

ÁEBITDAR for ALH is expected to benefit significantly, positively underpinning ALEôs future market rent

ÁMarket rent reviews apply in 2018 (10% cap and collar) and 2028 (open)

ÁValued June 2017 at $6.2m at a cap rate of 4.76 % 

ÁRecently obtained an approval to add a large format liquor barn with additional capital investment by ALH

ÁAwarded Best Redeveloped Metropolitan Hotel for 2017 in South Australia by AHA

Completed Development

Gepps Cross Hotel, Adelaide, SA

Case Studies ïProperty Development by ALH
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Á428 rooms are currently offered across 24 of ALEôs properties

ÁSignificant reactivation of accommodation in recent years

ÁLarge number of renovated and reopened rooms

ÁALH currently operates around 1,900 rooms nationally 

ÁMostly three or four star short stay accommodation

ÁPositive for ALHôs earnings 

ÁPositive for ALEôs future market rent prospects and property values

Reactivated Accommodation

Accommodation ï428 Rooms

Case Studies ïProperty Development by ALH
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ÁMajor metro rail project (circa $6 billion)

ÁSignificant addition to CBD passenger capacity

ÁNew CBD South metro station to surround hotel

ÁStation access from both Flinders and Swanston Streets 

ÁSignificant additional pedestrian traffic 

ÁExpected to be operational by 2026

ÁContinuing dialogue with Cross Yarra Partnership and MMRA

Young & Jackson Hotel, Melbourne, VIC

Case Studies ïMelbourne Metro Rail Project
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Young and Jackson Hotel Melbourne Metro Rail Project


