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FKP ANNOUNCES HALF YEAR RESULTS 
 
Financial Highlights 

Net Operating Profit $35.2m 

Interim dividend/distribution 2.0 cents 

NTA $3.65 per security  

Result sourced from recurring income 

Gearing at 41% 

 
FKP Property Group (“The Group”) today announced an operating profit after tax of 
$35.2m for the six months to December 2008, in accordance with the guidance 
provided to the market on 16 February 2009. 
 
Operating earnings equated to 12.3 cents per security (cps). The distribution 
guidance of 2.0 cps, advised to the market on 19 December 2008, is also confirmed.  
The distribution is from the FKP Property Trust, and accordingly is unfranked.  
 
Managing Director and CEO Peter Brown said the operating profit was essentially 
due to the recurring income streams which FKP has built into its business model. 
 
“The impact of the global financial crisis has led to difficult market conditions for all 
property companies, and the change in the mix of our operating profit reflects the 
challenges facing the sector” said Mr Brown. “The development and land divisions, 
made no contribution in the half, partly due to the timing of project delivery.  
Operating profit was essentially due to the strength of the recurring income streams.” 
 
The AIFRS or “headline” result for the six months to December 2008 was a loss of 
$158.4m. This result occurred after the marking to market of interest rate swaps, 
impairment charges taken against certain asset classes, and the writing off of one-off 
charges such as redundancy costs. These writedowns were foreshadowed to the 
market on February 16, 2009, and the final position is detailed in the Appendix. 
 
 
 
 
 
 
 
 
 



 
Divisional Operating Results 
 

Division 
December 2008 

Divisional EBITDA 
($m) 

December 2007 
Divisional EBITDA 

($m) 
Change 

Retirement 63.4 58.0 +9% 

Development1 (5.3) 16.3 -133% 

Land 1.0 13.1 -92% 

Funds Management 1.5 4.5 -67% 

Trust and Investments2 15.8 31.1 -49% 
 
1 Includes equity-accounted profits of development investments, such as Mulpha FKP 

2 Includes earnings from the FKP Property Trust and investments such as RVG, US Senior Living and the Group’s managed funds  

 

 

Operating Highlights 
 
FKP is the market leader in the Australian retirement sector. The defensive nature of 
this sector is shown by the fact that it was the only division to post an increase in 
operating earnings during the half.  
 
Retirement living units in the FKP portfolio achieved price growth of approximately 
4% over the six month period, or 8% on an annualised basis. The growth fell into the 
range of 3%-6% in every state, with South Australia recording the highest growth and 
Victoria the lowest.  
 
The Developments Division reported an operating loss of $5.3m. In the increasingly 
difficult trading environment, the Group has made a conscious effort to clear stock, 
below book value if necessary, in order to generate operating cash flow. In 
considering the result, it should be noted that the only major project completed in the 
period was the TAC building in Geelong. This building is pre-let to the Transport 
Accident Commission (TAC) for 20 years. While it represents an attractive asset for 
buyers, the difficult credit conditions have seen many prospective buyers unable to 
obtain finance. The Group remains committed to achieving an early sale of the asset.   
 
During the reporting period, construction commenced on the Energex building in 
Brisbane. This building is pre-let to Energex for 15 years from its expected 
completion in mid 2010, and consequently represents an attractive investment to 
institutions and funds. As announced on February 25, 2009, FKP has signed a 
conditional contract with the Cromwell Group for the pre-sale of this asset. 
 
The Land Division made a small contribution of $1.0m during the six months. Trading 
slowed at Peregian Springs after two strong years, with approximately 20 sales 
included in the period result. There are currently signs of an upturn in activity, with 25 
sales already contracted for the second half. The adjacent Ridges Estate is expected 
to achieve its first settlements during the June half, with about 25% of the release 
pre-sold.  
 
The Saltwater Coast project at Point Cook in Melbourne has been well received by 
builders and retail buyers, with 150 lots pre-sold from the first five stages. 
 



Planning approval continues to be progressed on the Rochedale (Brisbane) and 
Currumbin (Gold Coast) estates.  
 
Funds Management activity continued to be profitable ($1.5m in the half), but the 
climate has made it difficult to launch new products, or to obtain performance fees on 
funds already established. The division is concentrating upon value-add activities at 
existing properties, building a strong platform for the eventual turn in the cycle.  
 
Operating earnings from investments including the FKP Property Trust, Retirement 
Village Group (RVG) and portfolio investments in the Group’s managed funds 
decreased to $15.8m. This largely reflects the progressive sell-down in the Group’s 
investment stake in RVG from 48% during the previous corresponding period to 16% 
at 31 December 2008. FKP has also rationalised some of its investments, and 
disposed of the Ferny Grove retail centre, and the Tian An investment.  
 
Net Asset Backing 
 
FKP’s NTA for accounting purposes stands at $3.65 per security, compared with 
$4.96 a year earlier. The reduction is largely due to the impact of the October 2008 
capital raising and the impairment charges taken during the period.  
 
It should be noted that the write-downs taken on certain development and land 
assets were required by accounting standards, even though FKP believes that the 
total value of this asset class before impairments was supportable. The accounting 
standards do not allow undervalued items of trading stock, such as the holdings at 
Newstead Riverpark and Peregian Springs, to be carried at market value.  
 
Likewise, accounting standards do not allow the full commercial value of the FKP 
retirement portfolio to be recognised in the accounts, since the assets must be 
valued as if they are multiple single villages, with no “portfolio premium”. As the 
owner of the leading portfolio of retirement assets in the country, this accounting 
requirement has greatest impact on FKP. 
 
Financing 
 
Despite difficult credit markets, up to December 2008 FKP arranged two new banking 
facilities, secured against the TAC building and the newly-constructed Peregian 
Springs Shopping Centre. 
 
A number of facilities are due for renewal in the first half of the 2009/2010 financial 
year and FKP has been proactive in holding early discussions with relevant lenders. 
These facilities are unilateral in nature, rather than being part of a syndicated loan, so 
it will take some time to work through all terms with the multiple parties involved. 
Nonetheless, FKP intends to advise the market well ahead of the maturity dates 
about the funding position going forward.  
 
At December 31,2008 consolidated gearing stood at 41%, noting that this measure is 
based on the accounting value of assets.  
 
Pending the completion of the new arrangements, debt of $705.3m has been 
classified as a current liability in the financial statements.  
 
 
 
 
 
 



Outlook 
 
 
The 2009 second half operating results are expected to be stronger, but with the 
unprecedented challenges posed by the credit and operating markets, it would be 
imprudent to provide more detailed guidance. 
 
 
For further information: 
 
Shalome Mielewska, Investor Relations Manager, (m) 0404 811 847 
 
Katherine O’Regan, General Manager, Corporate Communications (m) 0419 411 801 
 
 



 
 
 
Appendix  
 

 $m 

Operating Profit After Tax 35.2 

Mark to market of interest rate swaps (26.8) 

Non-cash share-based payments under AASB2 (2.5) 

Non operating write-downs in retirement portfolio 
(discount rate to 12.0%) 

(45.5) 

FKP Property Trust asset write-downs (19.0) 

Managed funds carrying value adjustment (4.8) 

RVG investment write-down (19.7) 

Development inventory impairment (55.9) 

Disposal of investments (16.6) 

Redundancy costs (1.4) 

Other (1.4) 

Headline Profit After Tax (158.4) 

 
 
 
 
FKP  
With more than 30 years experience in the Australian property industry, FKP is one of Australia’s 
leading diversified property and investment companies. FKP successfully operates an integrated 
business model which includes retirement, property investment and funds management, land 
development, property development (incorporating residential, retail, industrial and commercial) and 
construction across Australia and New Zealand. FKP is an ASX top 200 company. 
Issued by FKP Limited ABN 28010729950 www.fkp.com.au 


