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ASX & MEDIA RELEASE                  27 FEBRUARY 2007 

 
AEVUM ANNOUNCES HALF YEAR PROFIT OF $7.8 MILLION 

AND CONFIRMS GUIDANCE FOR 10-15% EPS GROWTH 
 

DECEMBER 2006 RESULTS COMMENTARY 
 
• EBIT growth of 161% to $9.4m (Dec05: $3.6m) 

• NPAT growth of 146% to $7.8m (Dec05: $3.2m) 

• EPS growth of 126% to 8.8¢ (Dec05: 3.9¢) 

• Decrease in operating cash flows of 75% to $1.3m (Dec05: $5.2m) 

• Interim dividend declared of 4.0¢. (Dec05: 3.5¢) 

• NTA per share up 7.0¢ to $1.58 (Dec05: $1.51) 

• Revaluation increments of $8.7m (Dec05: $2.4m) 
ASX listed retirement living company, Aevum Limited today reported a net profit after tax 
of $7.8 million for the six months ending 31 December 2006, an increase of 146% on the 
$3.2 million reported for the prior comparative period.  
Aevum chief executive officer, Simon Owen, said the improved result was underpinned by 
two substantial acquisitions in the period which were immediately earnings accretive and 
which encompassed a development pipeline that would generate earnings and cashflow 
growth. 
“We have an exciting, multi-village, expansion program currently underway which even in 
the absence of future acquisitions has the potential to deliver significant earnings growth”. 
“In addition we will continue to look at acquisition opportunities which meet our threshold 
targets. Both the Sakkara and Moran acquisitions are already contributing earnings and 
we will continue to focus on opportunities which have the potential to deliver long term, 
sustainable growth” 
Earnings per share were 8.8 cents for the period, up 126% on the 3.9 cents recorded for 
the six months to 31 December 2005.  
Operating cash flows for the period were a disappointing $1.3 million. This amount was 
adversely impacted by: 

 Redevelopment of the Cardinal Freeman village where vacated units are being held 
back from resale to enable existing residents, impacted by the redevelopment, to be 
relocated. This has meant that the company has repaid over ten departed residents 
without the benefit of receiving another incoming loan; 

 Decisions by the company to repay departing residents (in some mid North Coast 
villages) early, thus gaining control of the upgrade process and pricing; 

 Integration and bid costs of $1.1 million; and 
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 Working capital movements of $1.2 million. 
Over the past six months a significant amount of operating cashflows has been invested in 
the future growth of the company. This included stockpiling units at Cardinal Freeman 
ahead of redevelopment, integration of two acquisitions and buying back units on the mid 
North Coast to enable complete control over upgrades and pricing. All of these 
investments are expected to underpin and contribute to longer term earnings and cash 
flows. 
At period end the company had $9 million cash on hand and access to considerable 
funding. The company forecasts a significantly stronger second half consistent with prior 
years and assisted by the sell through of reserved units.  
Interim Dividend 
Directors are pleased to declare an interim dividend of 4.0 cents per share (unfranked), an 
increase of 0.5 cents over the prior comparative period. The dividend will be paid on 
21 March 2007.  
Finance 
At 31 December 2006 the company had cash on hand and investments of $9.0 million.  
During the period a debt facility was established with Westpac and at period end the 
company had $45.5 million of borrowings. The interest only facility has a three year term 
and is secured via a deed of cross guarantee. Hedging for 50% of the borrowings is in 
place. 
Internally the company assesses its debt capacity utilising a gearing ratio of debt to debt 
plus equity. The company has previously provided guidance that it will be comfortable for 
gearing to increase to 30 - 35%. As at 31 December 2006 the company’s gearing was 
20.3%. 
Resident loans and accommodation bonds were $261.6 million at the end of the period 
compared to $134.7 million as at 30 June 2006. This increase is largely due to resident 
loans assumed on the acquisition of the Sakkara portfolio (the Moran portfolio was almost 
exclusively ‘Strata Title’, thus without resident loan liability). These loan balances include 
the resident’s share of unrealised capital gains and are non-interest bearing. 
As at 31 December 2006 the company had total assets exceeding $470 million including 
retirement village operational assets of $413 million, retirement village development assets 
of $23 million and aged care assets of $20 million.  
Portfolio Valuation 

 Units Discount Rate Period of 
Residency1 

Price Growth 
(p.a.) 

Sydney 515 12.5% 12 years 4.0% 
Moran portfolio 121 15% 15 years 4.0% 
Sakkara portfolio 766 12% 12 years 4.0% 
Total 1,402    
Note1: ILU’s only. 

Aevum has internally reviewed its portfolio valuation as at 31 December 2006. As part of 
our accounting policies each village is subject to external valuation at least once every two 
years, undertaken on a rolling basis. 
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Based on the above parameters, sensitivities to changes in key inputs can be summarised 
as follows: 

• Reducing the discount rate by 1% adds $15 million to NTA / profit; 

• Reducing the period of occupancy by 1 year adds $4 million to NTA / profit; and 

• Increasing the price growth (CAGR) by 1% adds $20 million to NTA / profit. 
Aevum believes that its current valuation parameters are conservative and appropriate 
however recent large portfolio transactions indicate that discount rates <12% and price 
growth >4% are being used. 
Retirement 
Operating revenue for the retirement division (which included revaluation increments of 
$8.7 million) was $12.3 million for the period, 193% higher than the prior comparative 
period of $4.2 million (which included revaluation increments of $2.4 million). EBIT for 
retirement was $11.0 million for the period, 182% higher than the prior comparative period 
of $3.9 million.  
On 25 August 2006 the company acquired three retirement villages, comprising 121 units, 
from the Moran Health Care Group for a total purchase consideration of $2.1 million. 
On 28 August 2006 the company acquired seven retirement villages, comprising 766 units 
and 133 development approvals from Sakkara Group of companies for a total purchase 
consideration of $91.0 million. 
When adding these acquisitions to the company’s existing portfolio the occupancy rate 
dipped slightly below the long term target of 95%. The company anticipates that over the 
course of the next six months the occupancy rate will trend back towards the 95% level 
based on existing unit reservations and sales and marketing activities planned for early 
2007. Achieving and maintaining a 95% occupancy rate is a key on-going priority for 
management. 
Sales price growth in 1H07 was 2.0% for cash settled transactions. The company remains 
confident that based on existing reservations and recent inquiries, sales price growth of 
4.0% will be achieved for the full year. 
Key Retirement Statistics 
 Total 

units 
Units sold 

during period 
Occupancy2 
31 Dec 2006 

Occupancy2 
30 June 2006 

Sydney Villages 515 32 95.0% 95.3% 
Mid North Coast1 647 24 92.1% - 
Southern Highlands1 119 - 97.5% - 
Western Australia1 121 - 99.2% - 
Total 1,402 54 94.2% 95.3% 
 
Note1: Acquired September 2006 
Note2: Calculated as units occupied plus those under contract and withdrawn from sale 
 
To facilitate the redevelopment of Cardinal Freeman and commence building through the 
recently approved DA’s, existing residents in Blocks A & B (24 residents in total) are being 
progressively relocated to equivalent or better units across the village as they become 
available. This means that since May 2006 there have been no new residents moving into 
Cardinal Freeman ILU’s. As a result Cardinal Freeman village has not contributed to the 
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above price growth. This is in contrast to the experience over the past couple of years 
where the Cardinal Freeman village has been a key driver of sales price growth due to its 
dominant competitive position in the Sydney Inner West.  
Whilst demand for retirement accommodation remains firm with strong levels of enquiry 
being recorded across the portfolio, the continuing soft residential property market, 
particularly in Sydney and on the NSW Mid North Coast, is having an adverse impact on 
sales and increasing turnover periods. In some instances prospective residents are taking 
upwards of 90 days to sell their homes. This is an industry wide issue. To assist our 
residents with the transition Aevum has in certain circumstances offered extended 
settlement periods in order to maintain sales price growth targets and occupancy rates. 
This has had a direct impact on the timing of operating cashflows in the first half. 
Integration of the Sakkara and Moran portfolios has proceeded well since acquisition in 
August 2006. A number of the Sakkara villages were purchased with occupancy rates well 
below our core target of 95% and occupancy rates are slowly trending in the right 
direction. The marketing strategy of presenting the five Mid North Coast villages as one 
destination rather than five competing “silos” has had a positive impact with Aevum 
establishing a leading market position in that area. 
Divisional Outlook 
The key challenge over the next six months is to improve the level of operational 
cashflows delivered by the retirement division. Whilst the second half is traditionally 
stronger (1H06 $1.6m, 2H06 $8.9m) specific focus is being applied to “aged” stock where 
the departing resident has already been paid out and the full entry contribution (i.e. new 
loan) will be to Aevum’s account. 
Strong increases in operating cashflows are also forecast from retirement in the second 
half as existing reservations and expressions of interest are converted into sales and 
Aevum’s improved marketing and product presentation, particularly on the mid North 
Coast and in Western Australia gains traction. The company has recently recruited a new 
Head of Sales & Marketing who is driving this process. Open days are scheduled for a 
majority of villages over the coming months which also generates significant inspections 
and sales interest. 
The total value of vacant stock as at 31 December is 2006 is $36.5 million including $5.9 
million of units held aside at Cardinal Freeman to assist with the relocation of residents 
from buildings soon to be redeveloped and $16.2 million of units associated with the recent 
Sakkara and Moran acquisitions. Stock levels are well above core holdings due to the 
Cardinal Freeman redevelopment and occupancy rates being below the 95% target.  
Presently there are five villages running at an occupancy rate well below the long term 
target of 95%. This is offset by seven villages running at or close to 100% occupancy. 
Generally speaking the sub 95% occupancy villages are slowly trending upwards which 
will be a key driver in releasing working capital into operating cash flows. 
The company is working towards commencing construction at both Cardinal Freeman 
(Sydney) and Waratah Highlands (Southern Highlands) in May 2007 with a likely build 
period of 12 months. This will deliver 40 - 50 new ILU’s with an end value of $15-20 million 
at villages where the current occupancy rates are 100%.  
The company is also exploring the acquisition of land and / or residential housing adjacent 
to villages consistently running at full occupancy to meet strong demand.   
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Aged Care 
Operating revenue for the aged care division was $5.3 million for the period, 10% higher 
than the prior comparative period of $4.8 million. EBIT for aged care was $0.3 million for 
the period, 32% lower than the prior comparative period of $0.5 million. Additional aged 
care bonds of $1.8 million were received during the period increasing total bonds to $16.9 
million. Interest received on accommodation bonds is not included in the above results. 
Margin pressures in aged care continue to erode the impacts of continual improvements in 
operating performance. The Lourdes aged care facility was also affected during the period 
by the opening of a new Extra Services facility in nearby Killara which had an impact on 
occupancy rates and the pricing of accommodation bonds. On-site management has 
responded to this competition through reducing the pricing of accommodation bonds, 
focussing on care levels delivered and investing in additional marketing. Pricing of bonds 
is likely to return to previous levels over the next 12 months.  
Excepting the above competitive pressures, demand for aged care accommodation 
remains strong across both low and high care with occupancy rates > 98.0%. 
Divisional Outlook 
Operating returns from aged care are clearly unacceptable at current levels. The company 
is focussing on increasing the level of recurrent earnings from aged care through 
optimising the resident mix, aggregating our purchasing spend across the group, and 
improving systems and procedures to maximise staff productivity. New management has 
been put in place at the Lourdes aged care facility and additional resources have been 
made available at a corporate level to support process improvement initiatives. 
Significant opportunity also exists over the next few years to increase the level of 
accommodation bonds in place. Subject to the availability of beds, potential exists to add a 
further $10-12 million in accommodation bonds over the next couple of years. This will be 
a valuable contribution to operating cashflows but will have little impact on earnings. 
Aged care is only a small component of the company’s overall business and provides 
Aevum with substantial pricing power and product differentiation for our core retirement 
division. Nevertheless, the company is acutely focussed on improving returns.  
Organic Growth 
Aevum presently has approved DA’s in place for 169 dwellings across three villages with a 
sales value exceeding $50 million. In addition the company has the potential to add a 
further 158+ dwellings at existing villages over the next three to five years (subject to 
council approval).  
 
Village 

Approved 
Dwellings 

Sales Value1 

$’000 
Prospective2 

Dwellings 
Sales Value1 

$’000 
Cardinal Freeman – Sydney 36 14,400 100+ 40,000 
Waratah – Sth Highlands 91 22,750 - - 
Golden Ponds – Forster 42 14,700 - - 
Lourdes – Sydney - - 30+ 22,500 
Swansea – Central Coast - - 8 2,400 
Parklands - - 20+ 4,500 

Total 169 51,850 158+ 69,400 
Note1: End market value of units based on current sales prices 
Note2: Subject to internal assessment and council approval 
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A key priority of management over the coming year is to achieve development approvals 
for the prospective dwellings to increase Aevum’s development pipeline as well as 
commencing the build through of those dwellings already approved. 
The company is also presently assessing a number of opportunities at existing villages 
where adjacent vacant land or residential housing could be acquired to expand facilities. 
To date the company has largely relied on external service providers to assist it with the 
assessment and execution of property development opportunities whilst focussing on the 
operation and marketing of existing villages. Aevum has identified the need to build 
property development as a core management competency and is presently recruiting an 
experienced development professional to add to the executive team.   
Acquisition Strategy 
On 21 December 2006 Aevum announced the $15.5 million acquisition of The Village - 
Swansea, a mature facility comprising 133 independent living units. The acquisition was 
settled on 2 February 2007 through an existing debt facility. Swansea positions Aevum in 
an attractive retiree location with a well presented village, strong underlying resident 
contracts and vacant land capable of supporting the development of a further eight units 
(subject to council approval). The village is currently operating at an occupancy rate of 
99.2% and should support solid sales price growth over the foreseeable period. 
The company is now focussing its efforts on ‘off-market’ transactions where greater value 
exists, where no portfolio premium is payable. Aevum is presently conducting exclusive 
due diligence on several such opportunities which have the potential to contribute to long-
term superior TSR. 
Aevum expects to announce further details on prospective acquisitions over the coming 
months and that the five year, 2,000 unit target announced in November 2004 is likely to 
be achieved over the next year. 
Group Outlook 
Aevum confirms that it is on track to record EPS growth of 10-15% (on expanded capital) 
over the 16.3 cents recorded in FY06. Operating cashflows are expected to rebound 
significantly over the next six months to >$8 million, net of over $4 million in financing 
costs. 
______________________________________________________________________________________ 
 
ISSUED FOR  :  AEVUM LIMITED 
 
FOR FURTHER 
INFORMATION  : SIMON OWEN, CHIEF EXECUTIVE OFFICER, AEVUM LIMITED, TEL:  (02) 8223 0902 
 
ISSUED BY   :  WESTBROOK COMMUNICATIONS,   
        CONTACT: DAVID REID, TEL: (02) 9231 0922 OR 0417 217 157 
This release can be downloaded from www.westbrookfin.com.au 

 

http://www.westbrookfin.com.au/


Appendix 4D
Half year report

Results for Announcement to the Market

Name of entity

AEVUM LIMITED

ABN or equivalent company reference             Financial half year ended ('current period')

80 087 648 691 31 December 2006

Financial half year ended ('previous corresponding period')

31 December 2005

$A'000

Revenues from ordinary activities Up 82% to 18,769

Profit from ordinary activities after tax attributable to members Up 146% to 7,781

Net profit for the period attributable to members Up 146% to 7,781

Dividends (distributions) Cents per Franked amount
security per security

Interim dividends declared 2006 4.0 NIL
2005 3.5 NIL

Final dividends for the financial year ended 30 June provided for 2006 4.0 NIL
and paid during the interim period 2005 6.0 NIL

Record date for determining entitlements to the dividend 8 March 2007

Net Tangible Asset Backing Per Share Amount per 
share

Current period $1.60

Previous corresponding period $1.51



Other Information

Audit
This report is based on accounts for which an audit review.has been completed.

Commentary on results for the period
A commentary on the results for the period is contained in the market release dated 27 February 2007 accompanying this
statement.

Dividend distribution
Four (4.0) cents per share final dividend is payable on 22 March 2007.

Controlled Entities Date gained control

Aevum Retirement Village Trust No 1 28 August 2006
Aevum Retirement Village Trust No 2 28 August 2006
Aevum Retirement Village Trust No 3 28 August 2006
Aevum Retirement Village Trust No 4 28 August 2006
Aevum Retirement Village Trust No 5 28 August 2006
Aevum Retirement Village Trust No 6 28 August 2006
Macquarie Waratah Management Pty Ltd 28 August 2006
Macquarie Waratah Holdings Pty Ltd 28 August 2006
Sakkara Living Holdings Trust 28 August 2006
Macquarie Waratah Villages Pty Limited 28 August 2006
Golden Ponds Forster Pty Limited 28 August 2006
Macquarie Grove Management Pty Limited 28 August 2006
Waratah Highlands Management Pty Ltd 28 August 2006
Macquarie Waratah Holdings (NSW) Pty Limited 28 August 2006
Sakkara Living Holdings (NSW) Trust 28 August 2006
The Hastings Valley Parklands Village Pty Ltd 28 August 2006
Bellevue Gardens Trust 28 August 2006
Bellevue Gardens Pty Ltd 28 August 2006
Lincoln Gardens Pty Limited 28 August 2006
Blue Valley Enterprises Pty Ltd 28 August 2006
Queenslake Village Pty Limited 28 August 2006

The above aquired entities contributed revenues of $2.5 million and a net profit of $2.0 million
to the group from the period since acquisition to 31 December 2006. 

It is impractical to estimate the financial effect if the combination had taken place on 1 July 2006 
due to the acquired entities inconsistency of accounting policies with those of the Group.

Associates
None

Joint Venture Entities
None
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