Investor Update
October 2020

News in brief
Welcome to the latest edition of KM Property Funds Investor Update.
In 2020, the COVID-19 pandemic impacted lives, businesses, and investment markets globally. Despite that, the team at
KM Property Funds worked tirelessly, from our homes, to minimise the ensuing disruption at your properties.

Property acquisitions

Property valuations

After the success of Cambridge Bedford Property Fund
and Laverton North Property Fund, we launched Terrace
Office Park Property Fund, Thebarton Square Property Fund,
and Thynne Street Property Fund. All the funds closed in
record time – a testament to our investment team’s skill
and expertise that considers several opportunities but
pursues only the highest quality investments with speed
and precision.

As part of our annual valuation cycle, we conducted
independent property revaluations at the following properties:
NewActon East, Canberra; The Stables Shopping Centre,
Adelaide; 333 Exhibition Street, Melbourne; Laverton
North, Melbourne, and Bedford Park, Adelaide (part of the
Cambridge Bedford Property Fund).
Except for NewActon East in Canberra and 333 Exhibition
Street in Melbourne, all property valuations held up firmly
despite the global uncertainty.
We discuss the property valuation outcomes for each fund in
the pages that follow.
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Staff appointments
KM Property Funds announced the promotion of Jennifer
Bolger as the new Chief Financial Officer for the company.
Jennifer took over the role previously fulfilled by Mary
Barnett, who continues in her role as the Director of Finance
at KordaMentha. Jennifer is a Chartered Accountant with
more than 25 years’ experience in finance.

KM Property Funds also appointed Brian Smith as Asset
Manager in September. Brian is based in Melbourne
and comes with a wealth of relevant real estate
management experience.
Read full details about the appointments on page 10.

KordaMentha Behind Business podcast
KordaMentha’s Behind Business podcast discusses the most
pressing commercial, financial, and operational issues facing
business today.
In this podcast series, hear from respected business journalist
Sean Aylmer interviewing the KordaMentha experts who are
regularly called upon to provide insights and guidance to help
organisations navigate their most critical situations.
Well before the COVID-19 pandemic, retailers were facing
multiple competitive threats – online shopping, new offshore
players entering the local market, industrial relations
challenges, lower foot traffic on high streets and in malls, and
challenges to supply chains. Then coronavirus hit. Remarkably,
some retailers have weathered the storm well, with surging
online sales and growing revenue. Others have not.
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In this episode of Behind Business, Sean Aylmer talks with
KordaMentha partners Berrick Wilson and Bryan Webster,
about the retail sector in Australia, where it has come from, and
where it is going to beyond 2020. You can listen to the podcast
on the following link.

Retail beyond 2020
Listen here
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NewActon East Property Fund
Fund performance and valuation
Independent valuer Knight Frank revalued the property from
$52.7 million to $48.0 million as of 30 June 2020, a decrease
of 9%, with a corresponding fall in net tangible asset value
from $1.10 to $0.92.
The fall in value reflects uncertainty around the future
lease continuation of the primary tenant, the Australian
Competition and Consumer Commission (‘ACCC’), and more
conservative forward-looking property assumptions because
of the COVID-19 pandemic.

Leasing and tenant update
The ACCC accounts for approximately 80% of total property
income. Its current lease is due to expire on 31 July 2022.

As is typical practice for government authorities, the ACCC
has come to the market calling for Expressions of Interest
and is currently reviewing the submissions it received. While
we continue to engage positively and proactively with the
tenant, we have also submitted a detailed proposal to the
ACCC to continue its tenancy. We are aware that the ACCC
is finetuning its space requirements to reduce its footprint.
NewActon East is well-designed and offers the flexibility to
provide whole and part floor tenancies. Based on the latest
updates, the ACCC has indicated it will advise its decision by
the end of this calendar year. Once we are aware of the ACCC
outcome, we will update investors immediately.
During the COVID-19 pandemic restrictions, NewActon East
Property Fund continued paying distributions at 8.0% pa per
unit. Following the removal of COVID-19 constraints, all the
tenants have returned to the property and are operational.

Key fund information
As of 30 June

2015

2016

2017

2018

2019

2020

Property valuation ($m)

47.25

49.40

50.75

51.00

52.70

48.00

Distribution rate pa (%)

7.75

8.60

8.70

8.00

8.00

8.00

Occupancy rate (%)

100

100

100

98.20

98.20

98.20

46.00

45.00

44.00

44.00

43.00

49.00

0.96

1.01

1.06

1.07

1.10

0.92

Loan-to-Value Ratio (%)
NTA per unit ($)
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The Stables Property Fund
Fund performance and valuation
The COVID-19 pandemic negatively impacted the business performance of several
tenants at The Stables Shopping Centre. COVID-19 forced some tenants to close
their stores in line with state government regulations and subsequently applied
for rent relief, which we granted them. As a result, the fund lowered its income
distribution from 7.6% to 5.6% pa per unit; concurrently, KM Property Funds reduced
its monthly management fee proportionately.
All tenants have now returned to the shopping centre and are trading. We are
currently reviewing the fund’s cash flow and distribution forecast in light of business
conditions returning to pre-COVID-19 levels.
Despite COVID-19, The Stables Shopping Centre’s valuation increased from
$29.7 million to $30.0 million, with the net tangible asset price per unit rising from
$1.03 to $1.04.

Leasing and tenant update
Benefiting from the property’s fundamentals and the state’s ongoing low rates of
COVID-19, the centre’s occupancy rate is now 100%.
Several tenants have signed new leases or exercised lease options: Mansoku Sushi
and Zitto Caffe signed new leases over their shops; The Chicken Home and Salon
1495 exercised their respective lease options; and, Nails and Beauty (Salon 1495)
has leased the previously vacant space at shop 11.
Woolworths and BWS continue to trade well, showing good year on year growth
in sales.

Key fund information
As of 30 June

20161

2017

2018

2019

2020

Property valuation ($m)

28.00

28.80

29.20

29.70

30.00

Distribution rate pa (%)

7.60

7.60

7.60

7.60

6.60

Occupancy rate (%)

93.00

98.60

98.60

98.60

98.60

Loan-to-Value Ratio (%)

43.00

43.00

43.00

43.00

44.002

0.95

0.98

1.01

1.03

1.04

NTA per unit ($)

1 As of launch date 9 May 2016.
2 Although the property valuation increased, the fund’s LVR has increased due to the additional
drawdown for capital expenditure on the property, including leasing costs and incentives.
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333 Exhibition Street Property Fund
Fund performance and valuation

Leasing and tenant update

The fund performed soundly despite COVID-19; the
property valuation decreased slightly from $47.0 million to
$46.5 million. The net tangible asset price declined in value
from $1.15 per unit to $1.12. The slight decrease in valuation
reflects the independent valuer’s more conservative property
assumptions, given the overall complexity of the pandemic
and market dynamics.

In keeping with the Victorian COVID-19 restrictions, the
University of Melbourne has required its staff who are not
essential workers to work from home.
The University of Melbourne has increased its ranking within
the Times Higher Education table to 31st globally while
maintaining its status as Australia’s leading university.
We are now upgrading the air conditioning within the ground
floor foyer in line with our capital expenditure program. This
work mostly completes the building air conditioning and
building management system upgrade.

Key fund information
As of 30 June

20183

2018

2019

2020

Property valuation ($m)

38.50

40.50

47.00

46.50

Distribution rate pa (%)

6.50

6.50

6.50

6.50

100

100

100

100

47.00

46.50

46.50

46.50

0.93

0.95

1.15

1.12

Occupancy rate (%)
Loan-to-Value Ratio (%)
NTA per unit ($)

3 As of launch date 1 May 2018.
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Cambridge Bedford Property Fund
Fund performance and valuation
Given the complex challenges presented by COVID-19,
an independent valuer could not access the Cambridge
property in Tasmania because of the state border closure.
Consequently, we could only independently revalue Bedford
Park near Adelaide as of 30 June 2020. The independent
valuer retained Bedford Park at its acquisition valuation,
and the Board of Directors, after obtaining confirmatory
information from local sources in Tasmania, determined that
the Cambridge property should keep the same value as 2019.
The next revaluation for these two properties will be on
30 June 2021.

Leasing and tenant update
Westpac, the sole tenant at Bedford Park, recently completed
its fit-out works at the property. However, we are working with
Westpac to rectify some minor maintenance items.
Hydro-Electric Corporation is the sole tenant at the
Cambridge property in Tasmania. The pandemic did not
impact the company; however, while the building remained
fully leased, some staff worked from home during the
government-imposed restriction period. As planned and
budgeted, we also installed a new air conditioning system.

Key fund information
As of 30 June

20194

2020

Property valuation ($m)

48.50

48.50

Distribution rate pa (%)

8.50

8.50

100

100

47.10

47.10

0.91

0.91

Occupancy rate (%)
Loan-to-Value Ratio (%)
NTA per unit ($)

4 As of launch date 1 May 2019.
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Laverton North Property Fund
Fund performance and valuation
The independent valuer valued the property at Laverton
North at $23.0 million, an uplift of 9.0% from the $21.0 million
acquisition price in April 2019. The valuation increase reflects
that the fund acquired the property on favourable terms
and the underlying attractiveness to investors of industrial
properties with long leases and secure cash flows.

Leasing and tenant update
Austco Polar operates a successful cold storage business
that has not been materially impacted by the COVID-19
pandemic to date. Despite Melbourne’s lockdowns to deal
with the COVID-19 outbreak, Austco Polar has continued to
function at capacity, with all staff healthy, right throughout
this period; however, near-term performance has been
impacted by industrial action at Sydney Port, which has seen
shipments delayed due to current industrial action. There
were no material capital or operational expenditure items
during the year, and KM Property Funds continues to work
with the tenant looking for savings in outgoings.
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Key fund information
As of 30 June

20195

2020

Property valuation ($m)

21.00

23.00

Distribution rate pa (%)

8.25

8.25

Occupancy rate (%)

100

100

42.50

37.30

0.87

1.00

Loan-to-Value Ratio (%)
NTA per unit ($)

5 As of launch date 20 April 2019.
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Terrace Office Park
Property Fund
Terrace Office Park Property Fund owns Terrace Office Park
in Fortitude Valley, one of Brisbane’s premier office park
districts. It is a unique property on the northern side of and
close to Brisbane’s CBD. The fund acquired the property
on behalf of a small group of investors in January 2020 at a
$34.0 million valuation price.
The property presents a compelling short to medium-term
office repositioning opportunity. Constructed in 1986 and
refurbished in 2009 and 2012, the property previously held
a four-star NABERS rating. With limited capital expenditure,
the previous owner kept the property for future development,
leading to a decrease in building occupancy and a
deterioration in the property’s quality.
Terrace Office Park Property Fund acquired the property as
a strategic re-leasing project with medium to longer-term
redevelopment potential. As the manager, KM Property Funds
has established an active asset management plan to stabilise
and improve occupancy, overall presentation, and the quality
of the building.

Thebarton Square
Property Fund
Thebarton Square is the former Thebarton campus of the
University of Adelaide, comprising a complex of commercial
and warehouse buildings in the north-eastern corner of the
suburb. The fund purchased the property for $17.25 million in
February 2020 on behalf of two corporate clients.
The property is in a prime location some 2.5km west of
the Adelaide CBD with linear park linkage to the Adelaide
Riverbank precinct, including the $5.0 billion Biomedical/
Medical precinct and North Terrace in the suburb of
Thebarton.
Thebarton Square is on a site area of 14,510 sq.m with a
net lettable space of 10,627 sq.m and 91.2% occupied at
acquisition. Some of the tenants at the property include
Coca-Cola, Viterra, and Nokia. With the easing of the
COVID–19 restrictions by the South Australian government.
we have seen an increase in leasing enquiries with some
positive results expected in the future.
The property has potential for future development as it is
zoned Urban Corridor Business Policy Area 37, allowing a
mixed-use development, including residential up to six levels.
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Thynne Street Property Fund
Fund performance and valuation
Launched in April 2020, Thynne Street Property Fund
finalised its property acquisition in March 2020. The first
scheduled valuation is 30 June 2021.
The Australian Institute of Health and Welfare (‘AIHW’), a
statutory authority of Australia’s commonwealth government,
is the sole tenant. The COVID-19 pandemic did not impact
AIHW’s business, although, like most businesses around the
country, the staff of AIHW worked at home during this period.

Leasing and tenant update
The Australian Institute of Health and Welfare is active and
using the property.
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Key fund information
As of launch date

20 May 2020

Property valuation ($m)

39.30

Distribution rate pa (%)

7.00*

Occupancy rate (%)
Loan-to-Value Ratio (%)
NTA per unit ($)

* Forecast at 7.10% pa from 1 July 2020.

100
47.00
0.88
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Other investor matters

Staff appointments
Jennifer Bolger, Chief Financial Officer

Brian Smith, Asset Manager

As announced in July 2020, KM Property Funds appointed
Jennifer Bolger as its new Chief Financial Officer (‘CFO’).

More recently, KM Property Funds appointed Brian Smith in
the role of Asset Manager.

Jennifer has been responsible for the preparation of the
funds’ financial accounts since 2017 and is very familiar with
the business. KM Property Funds will continue to employ her
invaluable skills to great advantage as we move into the firm’s
next growth phase.

Brian has worked in the property industry for over 25 years,
including in asset management and funds management.
He has comprehensive knowledge of each of the property
sectors including commercial, industrial, retail, and
residential markets.

Jennifer is a Chartered Accountant with more than 25 years’
experience in investment appraisal, modelling, budgets, tax,
and financial reporting.

Prior to joining KM Property Funds, Brian worked with public
and private Australian companies in strategic management
and operational roles. He has successfully represented
tenants and landlords, from strategy development to
negotiations, right through to implementation.

She joined KordaMentha in 2010 as Senior Investment and
Tax Manager. Before then, Ms. Bolger was the global financial
controller for an FTSE100 and NASDAQ listed company in
New York and London for ten years. She started her career
with PwC working in Australia, Indonesia, and Russia.
Ms. Bolger holds a Bachelor of Business (Accountancy)
and a Bachelor of Laws from the Queensland University
of Technology.
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Brian’s open and collaborative communication style is crucial
in finding innovative solutions to difficult problems. Having
worked through various property cycles, Brian understands
the benefits of long-term relationships and how they
influence property values.
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Tax statements

Periodic statements

Our registry services provider, Boardroom Limited,
dispatched investor tax statements for the year ended
30 June 2020 on 20 August 2020. If you have not received
your copy, you can download it directly from InvestorServe or
by calling KM Property Funds on 1300 132 099, or by email
at info@kmpropertyfunds.com.

Boardroom will be dispatching the periodic statements for
the year ended 30 June 2020 by the end of October 2020.

Financial reports
In September 2020, all funds lodged their financial accounts
for the year ended 30 June 2020, with the corporate
regulator. Boardroom has dispatched copies to investors
who requested to receive them; copies are also available
on InvestorServe, or by contacting KM Property Funds on
1300 132 099, or by email at info@kmpropertyfunds.com.

Distribution timetable
All funds paid income distributions on 7 August 2020 for
the quarter ended 30 June 2020. Below is the proposed
distribution timetable for the next four quarters.

Indicative distribution
timetable
Quarter ending

Payment date

31 September 2020

6 November 2020

31 December 2020

7 February 2021

31 March 2021

6 May 2021

30 June 2021

8 August 2021

More information
If you have any questions or wish to discuss the contents of
this Investor Update, please speak with your financial adviser
or call KM Property Funds directly on 1300 132 099.
DISCLAIMER:
KM Property Funds Ltd (ACN 164 635 885, AFSL 442806) (‘KMPF’)
has prepared this document. The information in this document is
general information only and has been prepared without taking into
account individual investors’ objectives, financial situation or needs. It
does not constitute an offer for the issue, sale or purchase of any units
in a fund or any recommendation in relation to investing in a fund. In
deciding whether to acquire units or retain units in a fund, investors
should read the PDS or offer document for the relevant fund in full and
consider consulting a financial, taxation or other professional adviser.
Forecasts, opinions and estimates provided in this document are
based on assumptions, contingencies and market conditions which
are subject to change without notice, and may involve significant
elements of subjective judgement and assumptions as to future
events which may or may not be correct, and should not be relied
upon as an indication of future performance. Past performance is not
a reliable indicator of future performance. Distribution forecasts are
subject to risks outlined in the PDS or offer document for the relevant
fund and distributions may vary in the future. The information in this
document is subject to change, and KMPF may not be required to
provide updated information to any person. To the maximum extent
permitted by law KMPF disclaims all liability for any loss or damage
which may arise out of the provision to or are by any person of the
information contained in this document. All figures stated herein are
as of 30 June 2020 and in Australian dollars unless otherwise stated.

For more information visit kmpropertyfunds.com or contact
us on 1300 132 099 or email info@kmpropertyfunds.com.
KM Property Funds Limited is a KordaMentha group entity.

kmpropertyfunds.com

