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Overview of Vital



Vital Healthcare overview
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VITAL IS A PURE PLAY, LISTED LANDLORD TO THE HEALTHCARE SECTOR

42
PROPERTIES

$1.93B
TOTAL ASSETS

99.4%
OCCUPANCY

18.1
YEAR WALE

35.3%
DEBT / ASSETS2

3.6%
DISTRIBUTION YIELD1

Vital Healthcare Property Trust (Vital) is an externally 

managed specialist healthcare property investor that 

owns a high quality portfolio of hospitals, medical office 

buildings and aged care facilities throughout Australia 

and New Zealand (i.e. a landlord to the health sector)

Vital is the only dedicated healthcare property entity 

which is listed in Australia or New Zealand (NZX: VHP)

Vital has a defensive income proposition through quality 

tenants, high occupancy, a long weighted average 

lease term, and an attractive organic growth profile 

through development activity and structured leases

Vital is externally managed by NorthWest Healthcare 

Properties Management Limited, which is wholly owned 

by a Canadian listed global healthcare real estate 

specialist

(1) FY19 after-tax distribution per unit of 8.75 cents divided by the closing unit price as at 30 June 2019 of $2.46

(2) Calculated in accordance with the VitalôsTrust Deed and excludes A$80.3m related party loan which was repaid on 2 August 2019 



Portfolio summary
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$1.84B PORTFOLIO OF HEALTHCARE REAL ESTATE COMPRISING 42 INVESTMENT PROPERTIES, 139 TENANTS AND ~2,600 BEDS

GEOGRAPHIC DIVERSIFICATION OF PORTFOLIOTYPE OF PROPERTIES WITHIN PORTFOLIO

Vital has a scale portfolio of high-quality healthcare property across Australia and New Zealand



Outperformance
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VITAL HAS OUTPERFORMED OVER THE MEDIUM AND LONGER TERM ON A COMPOUND TOTAL RETURN BASIS

Source: Bloomberg, Forsyth Barr

Total returns (change in unit price plus post-tax distributions) as at 30 June 2019

* S&P/NZX All Real Estate Index data commences 31 December 2004

Compound annual 

return
1yr 5yr 10yr

Index 

Inception*

Vital 27.5% 17.8% 14.3% 13.6%

S&P/NZX All Real Estate 

Index
31.1% 15.0% 14.1% 9.9%

Under / over performance -3.7% 2.8% 0.2% 3.7%



Our structure ïa unit trust

Vital is a unit trust, managed by NorthWest 

Healthcare Properties Management 

Limited, and supervised by Trustees 

Executors Limited in accordance with the 

Trust Deed

The Board of Directors is responsible for 

the governance of Vital

Vitalôsability to grow shareholder returns is 

enhanced by NorthWest (a global 

healthcare property specialist) as its highly 

aligned manager owning 24.83% of Vital

Specialist team of circa 40 professionals 

across New Zealand and Australia
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VITAL IS A UNIT TRUST THAT IS EXTERNALLY MANAGED BY A LEADING GLOBAL HEALTHCARE REAL ESTATE INVESTOR AND MANAGER

Supervises Vital and ensures 

compliance with its 

requirements under the Trust 

Deed

NorthWest Healthcare 

Properties Management 

Limited (Manager)

Board of Directors (1)

Trustees Executors 

Limited 

(Supervisor)

Vital unitholders Healthcare properties

Board comprises 

2 Independent Directors and 

2 NorthWest appointees

Management of Vital in 

accordance with the 

Trust Deed

100%

24.83%

75.17%

(1) The Independent Directors of Vital have a casting 

vote in the event of an equality of votes



Overview of NorthWest ïVitalôsmanager
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NORTHWEST: A FOCUSED HEALTHCARE REAL ESTATE INVESTMENT PARTNER

NZ$7.4B
+

Assets under management

Global scale, local relationships

Partner of choice for leading operators in each market it invests

Deep healthcare real estate expertise

180+ healthcare property professionals based in 3 of the largest 

global healthcare markets

Execution excellence

15+ years of healthcare real estate investment, management 

and development

Entrepreneurial culture, institutional capabilities

10+ year public company track record

A proven track record

Track record of delivering strong risk-adjusted returns for 

investors

Scalable platform with embedded growth

Its operator relationships and existing portfolio provide a robust 

acquisition and development pipeline



Why invest in Vital?
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VITAL IS THE ONLY DEDICATED LISTED OWNER OF HEALTHCARE REAL ESTATE IN AUSTRALIA AND NEW ZEALAND

V Healthcare is largely 
a personal priority 
rather than a 
discretionary spend

V High barriers to entry 
with largely purpose 
built facilities

DEFENSIVE 
SECTOR

V Ageing 
demographics and 
growing population

V Rising life 
expectancy

V Improvements in 
science, technology 
and healthcare 

HIGH DEMAND 
GROWTH

V $1.84B scale 
portfolio

V High 99.4% 
occupancy

V Long WALE of 18.1 
years 

HIGH QUALITY 
PORTFOLIO

V >NZ$279m 
brownfield 
developments over 
the next 4 years

V Weighted average 
project yield of 6.1%

V 87% annual income 
subject to structured 
rent reviews

EMBEDDED VALUE 
IN LEASES AND 

PROJECTS

V NorthWest is a 
specialist global 
healthcare property 
investor and asset 
manager

V NZ$7.4B+ 
geographically 
diverse asset base

SPECIALIST AND 
EXPERIENCED 

MANAGER

Delivering attractive risk adjusted returns to Vital unitholders



FY19 Highlights



Highlights

Like-for-like same currency rental growth 

of 2.3%

Normalised NDI of $51.0m, +3.8%

AFFO of $51.0m, +3.0%

NTA of $2.31, +2.0%

Debt to gross asset ratio1 of 35.3%, down 

from 37.5% at 30 June 2018

FY19 total distributions of 8.75 cpu, +2.2%

Total return of 27.5% in FY19
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VITAL HAS CONTINUED TO DELIVER VALUE AND REMAIN ON STRATEGY THROUGHOUT FY19

Financial Portfolio Acquisitions and Projects

(1) Calculated in accordance with the VitalôsTrust Deed and excludes A$80.3m related party loan which was repaid on 2 August 2019 

Property revaluations up $104m (up 6.0%)

Portfolio WACR firmed 15 bps to 5.61%

Renewed 32 leases with positive spreads

18.1 year WALE

99.4% occupancy

87.3% of leases with structured rent 

reviews in FY2020

1.7% p.a. avg. lease expiry over next 10 

years

NZ$25m of acquisitions being strategic 

sites for future development

Started NZ$218m of return on cost projects 

with an average return of 6.1%

NZ$61m committed project pipeline via 

Wakefield Hospital stages 2 and 3

Additional opportunities may include 

Elizabeth Vale and Ormiston health 

precincts



FY19 Financial Results



Financial performance
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STRONG PROPERTY LEVEL PERFORMANCE SUPPORTS SOLID NORMALISED DISTRIBUTABLE INCOME

Strong contribution from rent reviews, 

project rentalisation, and acquisitions 

drove strong property level results

Net distributable income normalised

for non-recurring activities in the year

Increase level of drawn debt and 

increased margins due to renewed 

facilities

See slide 18 ñHealthscope Recapò for 

further detail



Like for like property income performance
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STRONG REVENUE GROWTH DRIVING POSITIVE CORE PORTFOLIO PEFORMANCE

Comparative like -for -like performance
In the like for like portfolio:

Gross property income increased 2.2% on a same 

currency basis, largely (99%) due to structured 

reviews

Property expenses increased 4.8% on same 

currency basis, largely relating to one-off non-

recoverable costs

Net property income increased 2.3% on a same 

currency basis

(1) Includes rental income and recovery of property expenses from tenants



Normalised net distributable income
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OUR NORMALISED OPERATING RESULTS

Non-recurring costs related to 

corporate governance activities and 

due diligence costs related to an 

acquisition opportunities that did not 

proceed

Non-recurring costs and interest 

related to the Healthscope opportunity

Higher taxable income due to change 

in New Zealand taxation on foreign 

distributions

Roll-off of income in advance related 

to fitout at Ascot Hospital

(1) Movement in the value of interest rate swaps



Healthscope Recap



Healthscope recap

Healthscopeôsreal estate assets 

represented an opportunity to acquire a 

scale portfolio of high quality assets on 

attractive lease terms with Australiaôs 

second largest private hospital operator

In May 2018, NorthWest and Vital agreed 

to jointly pursue the acquisition and 

subsequently both parties allocated 

significant time, personnel and capital in 

order to investigate and access these assets

As part of this process, NorthWest and 

Vital jointly secured a strategic equity 

position in the ASX listed entity 

Healthscope (via derivative contracts) in 

order to have an influence over the real 

estate outcome during a complex takeover 

process (with all income and costs related to 

these contracts shared equally)

Given the complexity of the Healthscope

opportunity, NorthWest led the joint 

pursuit of the transaction including 

leveraging its scale and global presence to 

unlock the real estate opportunity, as well as 

utilising its relationships with those parties 

involved in the takeover

The derivative contract required 

deployment of capital funded jointly by 

NorthWest and Vital. Risk was managed 

through appropriate due diligence and a cap 

& collar structure which limited both the 

upside and downside risk of the position

Vitalôscontribution of capital to the joint 

derivative position was made via 

NorthWest and was classified as a related 

party loan in Vitalôsfinancial statements

As at 30 June 2019, the value of the related 

party interest bearing loan was A$80.3m 

and was repaid in full on 2 August 2019
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A MATERIAL OPPORTUNITY WAS ACTIVELY PURSUED BUT ULTIMATELY DECLINED

A$1.25B
Size of Heatlhscope

real estate portfolio 

considered

A$625m
Vitalôs50% share of 

the opportunity



Healthscope recap (continued)

As a result of the above efforts, NorthWest 

entered into a conditional contract to 

acquire 11 property assets (~A$1.25B) 

and 50% of this portfolio of assets 

(~A$625m) was available for Vital to 

acquire alongside NorthWest on equivalent 

terms (in line with the NorthWest and Vital 

joint investment policy)

However, after significant consideration, 

it was determined by VitalôsBoard of 

Directors to not proceed

Declining to participate in this 

opportunity was exceptionally difficult, 

but taking into account a broad range of 

considerations (including Vitalôsinvestment 

objectives, the structure of the transaction, 

Vitalôsprevailing cost of equity and market 

feedback)

As part of this process, Vital incurred costs 

to assess the opportunity as well as costs 

and benefits from Vitalôsshare of the 

derivative contracts. A breakdown of these 

costs is outlined below
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A MATERIAL OPPORTUNITY WAS ACTIVELY PURSUED BUT ULTIMATELY DECLINED

Vitalôs share of Healthscoperelated party net costs
(1)

($000s)

Expenses 17,764

Dividend income received (7,363)

FV (gain) / loss on strategic transaction derivatives (6,128)

Total strategic transaction costs 4,273

(Deduct) / Add:

Interest income on related party loan 
(2)

(2,672)

Net strategic transaction costs 1,601

(1) Refer to the Related Party Note 24 in the Statutory Financial Statement for a full breakdown

(2) Offset by a corresponding $2.6m interest expense in the Statement of Comprehensive Income



Revaluations



Annual revaluation summary

Revaluation Summary 

Revaluation gain of $103.6m or 6.0%

77% of gain from Australian portfolio, 23% from New 

Zealand

Portfolio WACR firmed 15 bps to 5.61% (Australia firmed 

16 bps to 5.57%, New Zealand firmed 11 bps to 5.72%)

Metropolitan assets WACR 5.55%, regional assets WACR 

5.74%

100% of Investment Properties were independently 

valued. No property valued by the same valuer

consecutively for more than two financial years

Drivers

Continued demand for healthcare real estate, new 

entrants, growing competition & capital allocation to the 

sector

Increased transactional activity providing market evidence 

of ongoing sector maturity 

Speed of cap rate compression across the market 

appears to be moderating

Robust risk adjusted returns in low interest rate 

environment

Consistent rent growth and ongoing rental affordability a 

supporting factor

Unique and attractive lease terms

Accretive capital projects
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STRONG PROPERTY REVALUATION GROWTH



Analysis of cap rate movement
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FURTHER CAP RATE COMPRESSION DRIVEN BY INVESTOR DEMAND FOR HEALTHCARE PROPERTY

Cap rate movement by asset type

Portfolio geographic diversification by value

Portfolio asset type by value

Cap rate movement by metro / regional location



Net tangible assets
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REVALUATION GAINS HAVE DRIVEN POSITIVE NET TANGIBLE ASSET GROWTHPER UNIT

NTA per unit bridge NTA per unit increase on higher 

revaluation gains

Unrealised currency translation losses

due to a stronger NZD/AUD exchange 

rate at financial year end

Fair value loss on interest rate 

derivatives put in place to hedge 

borrowing rates



Portfolio



Portfolio composition
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VITALõSPORTFOLIO IS ATTRACTIVELY DIVERSIFIED ON A GEOGRAPHIC, SECTOR AND TENANT BASIS

Geographic diversification Sector diversification Tenant diversification(1)

(1) As a percentage of rental income



Core portfolio metrics
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5 YEAR TRENDS SHOW PORTFOLIO IN GREAT SHAPE - UNDERPINS LONG-TERM PERFORMANCE

Tenth consecutive year of 

99%+ portfolio occupancy

Natural roll-off through 

active engagement with 

tenants

High degree of 

confidence that future 

expiries will be renewed 

or replaced in advance

In FY2020, 90% of the 

portfolio is subject to rent 

reviews of which 97% are 

structured



Lease expiry
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LOW RISK EXPIRY PROFILE SUPPORTS SUSTAINABLE, PREDICTABLE AND DEFENSIVE CASH FLOWS

Lease expiries in FY20 and FY21 primarily reflect smaller tenancies at multi-tenant properties, with a high expectation of renewal, including:

ÅAscot Hospital, Ascot Central, Ormiston Hospital, Epworth Eastern Medical Centre and Ekera Medical Centre. 



Rent reviews
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HIGH PERCENTAGE OF TOTAL RENT IS REVIEWED ANNUALLY WITH CPI OR STRUCTURED REVIEW MECHANISMS

Reviews by Geography

Rent reviews were completed 

on 86% of leases in the 

portfolio

Based on independent year-

end valuations, the portfolio 

is approximately 1% under-

rented

Structured reviews 

represented 99% of leases 

reviewed in the year



Acquisitions and Projects



Acquisitions update
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STRATEGIC SITE ACQUISITIONS

Strategic sites acquired 

for future growth

(1) Represents portion of costs related to delayed settlement



Elizabeth Vale

Vital acquired a 50% interest (NorthWest acquired 

the other 50%) in a strategic parcel of land in 

Elizabeth Vale in North Adelaide for A$7.1m in 

November 2018

This site is situated immediately opposite the Lyell 

McEwin Hospital, a major tertiary hospital, and the 

third largest public hospital in Adelaide

This acquisition provides Vital and NorthWest with 

an opportunity to masterplan and construct a 

significant co-located healthcare precinct, to 

include a Carpark, Medical Centre and Hospital, 

in a strategic location

Management expect any development to be 

staged and over a 5 to 10 year period (estimated 

to cost ~$50m at Vitalôsinterest). Discussions with 

potential tenants have commenced

The existing retail assets on the site will provide 

income to Vital which is expected to cover holding 

costs during the master planning phase and early 

stages of development
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STRATEGIC LAND ACQUIRED FOR PRECINCT DEVELOPMENT

Lyell 

McEwin 

Hospital Elizabeth 

Vale


