
 

 

About Aveo 

“We will grow with older Australians by inspiring greater living choices.” 

Aveo is a leading and trusted owner, operator and manager of retirement communities across Australia. Aveo’s philosophy is underpinned by a 
commitment to grow with older Australians by inspiring greater living choices. We currently do so for 12,000 residents in 75 retirement villages across 
Australia. Aveo also manages and develops a diversified $575 million property portfolio. Over 30 years, Aveo’s portfolio has grown to one that 
encompasses retirement, residential, commercial, industrial and mixed-use property assets. Together these communities define how hundreds of 
thousands of people in Australia live, work, retire and invest.  

Issued by Aveo Group (ASX:AOG) comprising Aveo Group Limited ABN 28 010 729 950 and Aveo Funds Management Limited  ABN 17 089 800 082, 
AFSL No. 222273 as Responsible Entity for the Aveo Group Trust ARSN 099 648 754. 
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18 February 2015

Aveo Group lifts its FY15 guidance as it closes in on 
2016 strategic plan targets 

The pure retirement focus of Australia’s leading owner, operator and manager of retirement communities 

continues to transform Aveo Group (ASX:AOG) strategically and financially.  The Group recorded an underlying 

net profit after tax of $24.1 million for the six months to 31 December 2014 (HY15), up 26% on the prior 

comparative period (pcp). 

Looking ahead, for the year to 30 June 2015 (FY15), we have upgraded our previous guidance from a 15%-20% 

increase on FY14 underlying profit to more than 20% increase on the FY14 result. 

Aveo Group Chief Executive Officer Geoff Grady said: “Since launching our pure retirement strategy in mid-2013, 

we have fundamentally reformed the positioning of the Group. The strong financial and operational 

performance that we delivered in HY15 is a direct consequence of this and we are currently on track to generate 

our intermediate return on retirement assets of 6.0%-6.5% by FY16. 

“While there is still more to do, the progress we have already made on our transformation to a pure retirement 

group has positioned us to enhance even greater value for Aveo Group securityholders in the years ahead.” 

Our key financial highlights in HY15 include: 

- Record first half sales performance from the Retirement established business with 370 units sold; 

- A total profit contribution from the Retirement established business of $23.8 million, up 18% on pcp; 

- Increase in the profit contribution from the Retirement development business, driven by higher 

margins; 

- Underlying EPS of 4.8cps, down from 5cps in pcp solely due to additional shares issued as part of the 

December 2013 capital raising;  

- Net assets of $1.5 billion, up 2% from June 2014; and 

- NTA per stapled security of $2.85, up 3% from June 2014. 

Retirement established business achieves record results 

Driven by record unit sales and higher transaction margin levels, the Retirement established business again 

performed strongly, contributing $23.8 million, up 18% on pcp.  Sales volumes for non-new product of 358 units, 

were up 11% on pcp, and drove portfolio turnover to an industry leading 11.4%, towards the top end of the 

target range of 10%-12%.  Sales prices for the half were in line with valuation pricing.  Deposit levels remain 

healthy, providing continued momentum into the second half, and the business is on track to exceed last year’s 

record sales levels. 
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Contributions from retirement development increasing, on track for record retirement sales in FY16 

The Retirement division recorded a significant increase in the contribution from its development activities driven 

by higher margins, generating development revenues of $9.6 million, up 174% from pcp.  

Development projects currently underway and scheduled for completion in FY15 include: 

- Albany Creek, Queensland (12 units); 

- The Parks, Queensland (14 units); 

- Cleveland, Queensland (7 units); 

- Durack, Queensland (14 units); 

- Island Point, NSW (8 units); and 

- Mingarra, Victoria (7 units).  

Planning and construction activity is also well underway for 182 units to be delivered in FY16 to meet the 

Group’s development profit target of $10 million to $12.5 million in FY16.  We continue to target a further 224 

deliveries in FY17 and 553 in FY18.  Soon to be announced acquisitions are intended to increase the FY17 and 

FY18 delivery targets. 

Expansion of care and support services across our retirement portfolio 

As part of our pure retirement strategy, we have finalised plans to enhance and build up our in-house aged care 

capabilities on a stand-alone basis.  The revised approach will lead to higher potential returns while retaining 

operational control across all aspects of the continuum of care offering in its village.  We have also announced 

an intention to expand our current 209 aged care beds to 800 across the next six years.  In HY15, we finalised the 

significant strides we have made in providing low care support services to our existing retirement village 

residents.  We have forged and finalised strategic relationships for in home low care support services with RDNS 

servicing 47 villages across NSW, Queensland and Victoria; RSL Care servicing 15 villages in Queensland and St 

Ives servicing ten villages in Victoria, all on a revenue or profit share basis.  

In addition, we recently completed the acquisition of 50% interests in two allied health businesses, Mobile 

Rehab and The Physio Co. These rapidly expanding businesses are exclusively focused on the provision of 

physiotherapy services to the aged and will contribute significantly to our goals of $3.0 million to $3.5 million in 

care earnings by FY16 and $6.5 million to $8.0 million by FY18.  

Non-retirement progress  

We continued to divest non-retirement assets in HY15, successfully completing the sale of the commercial 

property at Miller St in Pyrmont, Sydney for $20 million.  We also completed the previously announced sales of 

Albion Stage 1 and Gasworks Stage B for $24 million.  Negotiations are continuing on the potential sale of the 

Gasometer 1 & 3 retail/commercial assets in Brisbane. 

The divestment of non-retirement assets is on track to achieve target 20% weighting by FY16.  

Whilst residential land sales volumes were down for the half year, reflecting delivery programs and the timing of 

settlements, sales volumes for FY15 are expected to be significantly higher than FY14.  Our land banks at 

Rochedale are expected to be sold down by FY18 and at Point Cook and Peregian Springs by FY19. 
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Capital management 

We executed a new $275 million group finance facility in December 2014, which has consolidated and 

refinanced the existing development MOF, Retirement Syndicate and Wilbow facilities. This strategic capital 

initiative has simplified the Group’s debt structure and bank reporting requirements and significantly improves 

margins. We also closed $150 million in interest rate hedges, reducing hedging to 47% of debt drawn and 

reducing its weighted average borrowing cost to 5.8%. 

In terms of capital availability and allocation, we commenced FY15 with $585 million of non-retirement assets to 

be sold. Over the period from FY15 through to FY18, we will apply $225 million of the resulting proceeds to 

working capital investment in retirement developments, while $40 million per annum ($160 million in total) will 

be available for retirement asset acquisitions.  

With the surplus $200 million, we will consider a number of options, in order of priority: increase capital 

invested in retirement development above $225 million; increase the level of retirement acquisitions to over $40 

million per annum; acquire securities in the existing on-market buyback; and repay debt. 

Outlook 

We made substantial progress with our pure retirement strategy in HY15 and the Group’s transformation 

continues to accelerate. The Retirement established business generated record sales levels during the half year, 

the retirement development pipeline is well progressed and on track to meet profit and unit delivery targets in 

FY15 and FY16  and the resident take-up of increased care and support services continues to strengthen. Our 

non-retirement assets continue to provide strong cash flows for recycling into retirement growth projects.  

Accordingly, we have upgraded our guidance for FY15 underlying profit after tax from a 15%-20% increase on 

FY14 to over 20% increase on the FY14 result. 

We reaffirm our guidance of a full year FY15 distribution of 5 cents per security.  
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