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Hedley Leisure & Gaming  

Property Fund 

69 Aumuller St 

PO Box 6632  

Cairns Qld 4870 

TELEPHONE 07 4035 1755 

FAX 07 4035 3902 

 27 August 2008 

 

The Manager 

Company Announcements Office 

ASX 

Floor 10 

20 Bond Street 

SYDNEY  NSW  2001 

Dear Sir 

 

HEDLEY LEISURE & GAMING PROPERTY FUND — Appendix 4E 

2. Details of Reporting Period  

 Reporting period 

 

Year ended 30 June 2008 

 Previous corresponding period 

 

N/A (The Trust was converted into a 

managed investment scheme on 21 May 

2007 and the company was incorporated 

on 3 April 2007. HLG was established 

on 2 August 2007. Therefore there are 

no corresponding comparatives). 

3. Results for Announcement to the Market $’000 

3.1 Total Revenue 

 

77,293 

3.2 Other Income 28,647 

3.3 Profit from ordinary activities after tax 

 

10,058 

3.4 Net loss after tax attributable to stapled security holders (refer note 

12). 

 

(75,130) 

1. Entity Details  

 Hedley Leisure & Gaming Property Fund (HLG) 

 

Comprising 

 

HLG was established to facilitate a joint quotation of: 

 

Hedley Leisure & Gaming Property Trust (ARSN 125 526 016) 

“The Trust” and 

Hedley Leisure & Gaming Property Partners Limited (ABN 44 124 

753 733) “The Company”. 

 

Permanent Investment Management Limited (ABN 45 003 278 831) 

is the responsible entity of the Trust. 

Year ended 30 June 2008 
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6. Distributions Amount per stapled  

security 

Franked amount per 

stapled security 

 December 2007 interim income distribution 8.28 cents 0.00 cents 

 December 2007  interim capital distribution 4.72 cents 0.00 cents 

 December 2007 total interim distribution 13.00 cents 0.00 cents 

 June 2008 final income distribution 11.46 cents 0.00 cents 

 June 2008 final capital distribution 0.54 cents 0.00 cents 

 June 2008 total final distribution 12.00 cents 0.00 cents 

 Total 2008 distribution 25.00 cents 0.00 cents 

Reporting period: $2.48 

Previous corresponding period: n/a 

4. Net Tangible Assets per Security 

5. Details of Entities Over Which Control Has Been Gained or Lost During The Period 

 Refer to the attachment to the preliminary final report and notes thereto. 

 

3. Results for Announcement to the Market (continued) $’000 

3.5 Distribution 

 

Interim distribution for the period ended 31 December 2007 of 13 

cents per stapled security paid 29 February 2008 

 

Full year distribution for the year ended 30 June 2008 of 12 cents per 

stapled security payable on 5 September 2008 

 

 

 

16,826 

 

 

16,467 

3.6 Record date for determining entitlement to the distribution 

 

4 July 2008 

3.7 Additional information regarding items 3.1 to 3.6 There is no additional information nec-

essary to enable the above figures to be 

understood. 

7. Distribution Reinvestment Plan 

 The Hedley Leisure & Gaming Property Fund Distribution Reinvestment Plan is in operation. 

 

The last date for the receipt of election notices for the Distribution Reinvestment Plan is 4 July 2008. 
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9. Statement of Changes in Equity 

 Refer to the attachment to the preliminary final report and notes thereto. 

 

10. Balance Sheets 

 Refer to the attachment to the preliminary final report and notes thereto. 

 

11. Cash Flow Statements 

 Refer to the attachment to the preliminary final report and notes thereto. 

8. Retained Earnings (Accumulated Losses) 

 Refer to the attachment to the preliminary final report and notes thereto. 

 

12. Commentary on Results for the Period  

HLG recorded a profit from operations as assessed by the directors for the year 2008 of $10.06 million. 

At the time of listing, the HLG Prospectus and Product Disclosure Statement (“IPO”) document had fore-

cast a net profit before write off of property acquisition costs of $15.2 million. During the period ending 

30 June 2008 HLG had two key differences to this forecast being: 

The sale of ALE Property Group securities for $57 million that reduced the recorded net income of the 

distribution income with respect to the final distribution of the securities sold by $2.9 million; and 

The impact of higher interest costs of $1.5 million as a result of realising $45.7 million from the inter-

est rate swaps mark to market. 

 

The impact of the above, results in an adjusted IPO forecast profit of $10.8 million, which is broadly in 

line with the profit from ordinary activities as assessed by the directors of $10.06 million. 

 

The PDS forecasts would be amended as follows:  

 

Net profit before write-off of acquisition costs       $15.2m 

Reduction in ALE distribution income due to sale      $2.9m 

Increase in interest costs due to rebasing of swap       $1.5m 

 

Adjusted forecast of net profit before write-off of acquisition costs    $10.8m 

 

For the period ending 30 June 2008, HLG recorded a loss attributable to security holders in accordance 

with Australian Accounting Standards of $75.1 million for the year ended 30 June 2008. Included in this 

result were a number of significant items such as property revaluations ($64.2 million) and property ac-

quisition costs ($25.6 million) that, in the opinion of the Directors, needed adjustment to enable security 

holders to obtain an understanding of HLG’s results since listing in August 2007 (see table below).  
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During the period ended 30 June 2008, HLG maintained its investment strategy of property investment in 

the pub freehold sector within Australia.  

HLG completed the acquisition of all properties disclosed as HLG’s property portfolio in the July 2007 

Stapled Security Prospectus and Product Disclosure Statement. From this portfolio HLG sold the Mt. Isa 

Hotel in July 2007 for a total consideration of $2.0 million. In addition to the property portfolio disclosed in 

the Stapled Security Prospectus and Product Disclosure Statement, HLG acquired a further nine properties 

increasing the number of properties held by HLG to 109 properties with a total portfolio value of $1,081 

million (14 below). These properties generated additional annual rental revenue of $5.5 million in the first 

year.  

HLG reduced its debt during the financial year from $799 million forecast in the July 2007 Stapled Security 

Prospectus and Product Disclosure Statement to $754 million as at 30 June 2008 and reduced its facility 

limit to $810 million from $910 million as disclosed in the Stapled Security Prospectus and Product 

Disclosure Statement despite the acquisition of nine additional properties for a total acquisition cost of 

$90.8 million. This was achieved mainly through the part disposal of HLG’s investment in ALE Property 

Group and the marking to market of HLG’s interest rate swaps worth $45.7 million as at the date at which 

the swaps have been brought to market as well as part payments of property acquisition costs using HLG 

stapled securities. HLG’s management will continue to review options to further reduce its debt.  

 

Interest coverage ratio (ICR) has been comfortably maintained above 1.3 times. Breach level is 1.15 times  

with lock up of distributions at 1.3 times. Loan to valuation ration (LVR), is 68.65% (refer table below). 

Breach of banking covenants is at 75% with no further draw downs permissible above 70%. 

 

HLG is in compliance with all its covenants and continues to review options to ensure it remains so.  

12. Commentary on Results for the Period (continued) 

Profit from ordinary activities as assessed by the Directors 10,058 

Add (less) non-operating items  

Fair value adjustments to derivative financial instruments   20,620 

Loss on disposal of ALE investments  (9,155) 

Net loss from fair value of investment properties  (63,897) 

Write-off of property acquisition costs (25,957) 

Loss on sale of hotel land and building (Mt Isa)  (21) 

Impairment of ALE Securities (3,381) 

Other property acquisition costs (including $3.23 million in accrued expenses for the 

termination of pub acquisition contracts. 
(4,402) 

Other expenses  (740) 

Amortisation of bridging facility costs  retired prior to listing of HLG (1,100) 

Gain on disposal of licenses (Kincumber) 155 

Lease premium gain from CHG Australia Pty Ltd Acquisition 2,690 

Loss as shown in the income statement (75,130) 

        $’000 
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13. Details of Associates and Joint Ventures 

 Refer to the attachment to the preliminary final report and notes thereto. 

 

14. Other Significant Information 

 HLG is in the process of independently valuing a representative sample of hotels to obtain independent con-

firmation of the carrying values of the investment properties.  

 

No other significant information not already disclosed in the attached financial statements is needed by an 

investor to make an informed assessment of the consolidated entity’s financial performance and financial 

position. 

 

15. Audit Dispute or Qualification 

 The financial statements are in the process of being audited and are not currently subject to dispute or quali-

fication. 

 

For more information on Hedley Leisure and Gaming Property Fund please visit www.hlg.com.au or contact 

Stephen Donnelly, Chief Financial Officer, on 07 4041 9524. 

12. Commentary on Results for the Period (continued) 

Calculation of LVR  $’000 

Assets    

Carrying value of property assets Note 17 1,065,735 

Assets held for resale Note 15 15,760 

Stapled securities (ALE) Note 20 9,521 

Total  1,091,016 

   

Liabilities   

SDSF Note 24 694,000 

JDSF Note  24 60,000 

Interest reserve account Note 11 (5,000) 

Total  749,000 

   

LVR   68.65% 
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  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

REVENUE    

Rent from investment properties  68,887 67,104 

Outgoings recovered   4,226 4,138 

Distributions 2 3,945 5,623 

Interest from cash deposits  235 232 

Total revenue  77,293 77,097 

     

OTHER INCOME     

Gain on disposal of investments   5,337 5,182 

Fair value adjustments to derivative financial instruments  3 20,620 20,620 

Lease premium gain from CHG Australia Pty Ltd Acquisition 17 2,690 2,690 

Total other income  28,647 28,492 

Total revenue and other income  105,940 105,589 

     

EXPENSES    

Outgoings recoverable  4,176 4,109 

Queensland land tax  1,286 1,225 

Investment property expenses  444 419 

Managerôs fees 4 3,025 3,025  

Directorsô remuneration  301 - 

Finance costs 5 58,138 58,136 

Write-off of property acquisition costs 17 25,957 25,957 

Fair value adjustments to investment properties 17 63,897 63,897 

Other property acquisition costs  4,402 4,402 

Loss on sale of investment property 6 21 21 

Impairment of available for sale assets 7 17,718 17,718 

Other expenses 8 1,647 1,887 

Total expenses  181,012 180,796 

     

Loss before income tax  (75,072) (75,207) 

Income tax expense 9 58 - 

Loss attributable to stapled security holders  (75,130) (75,207) 

    

  cents  

Basic and diluted earnings/(loss) per security 10 (61.68)  

Distribution paid or payable per security  25.00  

 
The above consolidated income statements should be read in conjunction with the accompanying notes. 

CONSOLIDATED INCOME STATEMENTS 

For The Year Ended 30 June 2008 
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CONSOLIDATED BALANCE SHEETS 

For The Year Ended 30 June 2008 

  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

ASSETS    

Current assets    

Cash and cash equivalents 11 10,862 10,269 

Trade and other receivables 12 4,104 29,753 

Derivative financial instruments 13 1,817 1,817 

Other current assets 14 593 593 

Non current assets held for sale 15 15,760 15,760 

Total current assets  33,136 58,192 

Non-current assets    

Property, plant and equipment 16 600 600 

Investment property 17 1,026,980 1,001,236 

Other non-current assets 18 42,095 41,739 

Intangible assets 19 1,337 - 

Other investments 20 9,521 11,521 

Total non-current assets  1,080,533 1,055,096 

TOTAL ASSETS  1,113,669 1,113,288 

    

LIABILITIES    

Current liabilities    

Trade and other payables 21 8,779 8,744 

Current tax payables 22 58 - 

Distribution payable 23 16,467 16,467 

Total current liabilities  25,304 25,211 

Non-current liabilities    

Loans and borrowings 24 746,285 746,285 

Total non-current liabilities  746,285 746,285 

TOTAL LIABILITIES  771,589 771,496 

NET ASSETS  342,080 341,792 
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CONSOLIDATED BALANCE SHEETS (CONTINUED) 

For The Year Ended 30 June 2008 

  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

EQUITY    

Contributed equity 25 450,556 450,231 

(Deficiency)/undistributed earnings  (108,538) (108,501) 

Reserves 26 62 62 

TOTAL EQUITY  342,080 341,792 

    

  $ $ 

Net assets per stapled security  2.49 2.49 

The above consolidated balance sheets should be read in conjunction with the accompanying notes. 
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

For The Year Ended 30 June 2008 

  Contributed  
Equity  

 

Undistributed 
Earnings 

Reserves  Total  

 

Note 

2008 

$ô000 

2008 

$ô000 

2008 

$ô000 

2008 

$ô000 

CONSOLIDATED      

Balance at 1 July 2007       277,957 (115) 8,782           286,625 

Loss for the year   -      (75,130) - (75,130) 

Distributions paid or payable 23 - (33,293) - (33,293) 

Final adjustments to consideration for founderôs securities      

- Cloning of trusts 25 (13,797) - - (13,797) 

- Setting value of founderôs securities 25 (31,238) - - (31,238) 

Stapled securities issued during the year 25 227,148 - - 227,148 

Capital raising costs recognised directly against capital raised  25      (9,514) - - (9,514) 

Net change in fair value of available-for-sale financial instruments 26 -      - (8,720) (8,720) 

Balance at 30 June 2008  450,556 (108,538) 62 342,080 

      

PARENT       

Balance at 1 July 2007       277,957 - 8,782 286,739 

Loss for the year   -      (75,207) - (75,207) 

Distributions paid or payable 23 - (33,294) - (33,294) 

Final adjustments to consideration for founderôs securities      

- Cloning of trusts 25 (13,797) - - (13,797) 

- Setting value of founderôs securities 25 (31,238) - - (31,238) 

Units issued during the year 25 226,823 - - 226,823 

Capital raising costs recognised directly against capital raised  25      (9,514) - - (9,514) 

Net change in fair value of available-for-sale financial instruments 26 -      - (8,720) (8,720) 

Balance at 30 June 2008  450,231 (108,501) 62 341,792 

      

The above consolidated statements of changes in equity should be read in conjunction with the accompanying notes 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 

For The Year Ended 30 June 2008 

  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

Cash flows from operating activities    

Rent from investment properties (GST inclusive)  76,234 74,176 

Other receipts from customers (GST inclusive)  9,880 9,548 

Payments to suppliers  (14,275) (12,267) 

Interest receipts ð bank deposits  235 232 

Interest paid  (61,912) (61,911) 

Receipts from interest rates swaps  10,680 10,680 

Net cash provided by operating activities 28 20,842 20,458 

    

Cash flows from investing activities    

Payments for investment properties  (419,404) (419,404) 

Payments for land and buildings  (600) (600) 

Proceeds from disposal of investment properties  2,039 2,039 

Payment for ALE securities   (3,694) (3,694) 

Proceeds from sale of available-for-sale financial assets  57,037 57,037 

Payment for intangible assets  (1,337) (1,492) 

Net cash used in investing activities  (365,959) (366,114) 

    

Cash flows from financing activities    

Proceeds from issue of stapled securities  138,302 138,302 

Payment of borrowing establishment costs  (10,155) (10,155) 

Payment of distribution  (4,415) (4,415) 

Payment of capital raising costs  (7,951) (7,951) 

Proceeds from borrowings  847,391 847,391 

Repayment of borrowings  (652,733) (652,733) 

Proceeds from disposal of derivative financial instruments  45,700 45,700 

Net cash provided by financing activities  356,139 356,139 

    

Net increase in cash held  11,022 10,483 

Cash and cash equivalents at the beginning of the year  (160) (214) 

Cash and cash equivalents at the end of the year 11 10,862 10,269 

 
The above consolidated statements of cash flows should be read in conjunction with the accompanying notes. 
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Note 1 Summary of significant accounting policies 

 (a)  Reporting entity 

 The consolidated financial report of Hedley Leisure & Gaming Property Fund (ñHLGò) as at and for the year ended 30 June 2008 
comprises Hedley Leisure and Gaming Property Trust (the ñTrustò) and its controlled entity and Hedley Leisure & Gaming Property 
Partners Limited (the ñCompanyò) and its controlled entities. Hedley Leisure and Gaming Property Trust is a registered managed 
investment scheme under the Corporations Act 2001. Hedley Leisure & Gaming Property Partners Limited is a company limited by shares 
under the Corporations Act 2001.  The responsible entity of the Trust is Permanent Investment Management Limited ( the ñResponsible 
Entityò) 
 
The units of the Trust and the shares of the Company are stapled such that the units and shares cannot be traded separately.  

 (b)  Statement of compliance 

 The preliminary final report does not include all the notes of the type normally included in a full financial report. Reference should be 
made to the full financial report for the year ended 30 June 2008 when issued for additional note disclosures. 

 Early adoption of standards 

 HLG has elected to early adopt AASB 2008-2 Amendments to Australian Accounting Standards ð Puttable Financial Instruments and 
Obligations arising on Liquidation (issued in March 2008).  

 Under the amendment financial instruments that meet the definition of puttable instruments on liquidation, such as the units issued by the 
Trust, are classified as equity. No retrospective amendments to the financial statements are required as no annual financial report of HLG 
had been prepared in prior years (see below regarding comparative financial information). 

 (c)   Basis of preparation 

 The principal accounting policies adopted in the preparation of the financial report are set out below.   

 Basis of measurement 

 The consolidated financial statements have been prepared on the historical cost basis, except for the following: 

derivative financial instruments are measured at fair value 

available-for-sale financial assets are measured at fair value 

investment property is measured at fair value 

The methods used to measure fair values are discussed further within the relevant notes. 

 Cloning of trusts 

 On 29 March 2007, two other trusts (the ñcloned trustsò) were created which were identical in their terms to the Hedley Leisure and 
Gaming Property Trust. The purpose of creating these cloned trusts was to transfer from the Hedley Leisure and Gaming Property Trust 
various properties not intended to form part of the listing. This transfer (cloning) occurred on 20 July 2007. At that date these various 
properties were transferred from Hedley Leisure and Gaming Property Trust to the cloned trusts. The consolidated financial statements of 
HLG do not include the cloned trusts. For more information in regard to the financial impact of the cloning refer to note 31.  

 Comparative financial information 

 HLG comprising the Trust and the Company was established on 2 August 2007 by stapling the units of the Trust to the shares of the 
Company. The Trust formerly traded as TW Hedley Unit Trust and was registered as a managed investment scheme on 21 May 2007. 
TW Hedley Unit Trust pursued a significantly different business than Hedley Leisure and Gaming Property Trust, including property 
development and pub operations. The Company was incorporated on 3 April 2007.  

 Accordingly, no comparative information has been provided as this is the first period of operation of HLG.  

 Accounting period 

 The accounting period to which the disclosed financial information relates is the 12 months from 1 July 2007 to 30 June 2008. The 
consolidated financial information includes results for both the Trust and the Company for the full 12 months.  

 Functional currency 

 The financial report is presented in Australian dollars, which is HLGôs functional currency.  

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 
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Note 1 Summary of significant accounting policies (continued) 

 (c)  Basis of preparation (continued) 

 Rounding of amounts 

 HLG is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with the Class Order, amounts in the 
financial report have been rounded off to the nearest thousand dollars, unless otherwise stated.  

 Critical accounting estimates 

 The preparation of financial statements requires the use of certain critical accounting estimates. It also requires management to exercise 
its judgment in the process of applying HLGôs accounting policies. Actual results may differ from these estimates. Estimates and 
underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are recognised in the period in which the 
estimate is revised and in any future periods affected.  
 
In particular, information about significant areas of estimation, uncertainty and critical judgments in applying accounting policies that have 
the most significant effect on the amount recognised in the financial statements are described in note 17 - investment property.    

 CONSOLIDATED PARENT ENTITY 

      
Note 

2008 

$ô000 

2008 

$ô000 

Note 2 Distributions received or receivable  

Distributions from publicly traded entities  3,945 3,945 

Distributions from controlled entities  - 1,678 

  3,945 5,623 

 
Distributions from publicly traded entities relate to distributions from HLGôs investment in ALE Property Group. Distributions from controlled entities 
relate to the distribution of the profit of the Trustôs wholly owned subsidiary C.H. Trust. This distribution is eliminated upon consolidation.  

Note 3 Fair value adjustments to derivative financial instruments 

Fair value adjustments to interest rate swaps  20,620 20,620 

 
In February 2008 HLG realised the market value of its interest rate swaps. The mark-to-market value of the interest rate swaps at the date of disposal 
was assessed by ANZ Banking Group to be $45.7 million. For further information on current interest rate hedging HLG has in place refer to note 13.   

Base fee  3,025 3,025 

Performance fee  - - 

  3,025 3,025 

Transaction fee 

Note 4 Managerôs fees 

The Manager is HLG Management Pty Ltd as trustee for HLG Services Trust (the ñManagerò), a wholly owned subsidiary of TWH (Qld) Pty Ltd. In 
accordance with the service agreements between the Manager, the Company and the Trust, the Manager is entitled to the following fees:  

Base fee 

A base fee of 0.308% per annum (exclusive of GST) of the gross value of HLGôs assets. The base fee is calculated monthly and payable half-yearly.  

Performance fee 

A performance fee of up to 0.25% of the gross value of HLGôs assets based on the percentage by which the accumulated return on the stapled 
securities exceeds the performance of the S&P/ASX 200 Property Trust Accumulation Index for the corresponding period. 
 

Additionally, the Manager is entitled to a 1.025% transaction fee of the purchase price on completion of real property acquisitions. These are 
accounted for as part of the acquisition cost of the property. The transaction fee is payable upon completion of the acquisition. Transaction fees for the 
year amounted to $881,687.  

All Managerôs fees are payable in HLG stapled securities for the first two years after listing.  

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 
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 CONSOLIDATED PARENT ENTITY 

      
Note 

2008 

$ô000 

2008 

$ô000 

Note 5 Finance costs 

(a)  Finance costs ð cash    

Senior Debenture Subscription Facility (ñSDSFò) interest expense  (i) 51,582 51,582 

Junior Debenture Subscription Facility (ñJDSFò) interest expense  (ii) 4,348 4,348 

Other interest expense  (iii) 8,454 8,454 

Less: Receipts from interest rate swaps (iv) (10,924) (10,924) 

  53,460 53,460 

(b)  Finance costs ð non-cash    

Amortised costs ï bridging facility (retired July 2007)  (v) 1,100 1,100 

Amortised costs ï SDSF and JDSF  (vi) 2,898 2,898 

Net present value adjustment ï prepaid interest rate swap interest  (vii) 238 238 

Other borrowing costs   442 440 

  4,678 4,676 

Total finance costs  58,138 58,136 

(i) Variable rate interest expense for the SDSF issued in August 2007 with a scheduled termination on 22 August 2010. The interest rate is 
the monthly BBSY (Bank Bill Swap Bid Rate) plus 0.8% interest margin. 

(ii) Variable rate interest expense for the JDSF issued in August 2007 with a scheduled termination on 22 August 2010. The interest rate is 
the monthly BBSY plus 1.5% margin.  

(iii) Interest expense for bank overdraft facilities and bridging facilities. The bridging facility was fully paid out upon issue of SDSF and JDSF.  

(iv) HLGôs interest rate exposures from SDSF and JDSF borrowings totaling $754 million as at 30 June 2008 are 100% hedged by 10 year 
fixed index swaps with indexation occurring on 1 July each year. The swaps lock the interest rate on debt facilities taken out by HLG at a 
weighted average rate of 6.59% excluding interest margins for the 2009 financial year.  

(v) Establishment costs of the bridging facility are fully amortised as at 30 June 2008.  

(vi) Establishment costs of SDSF and JDSF facilities are being amortised over three years on an effective interest rate basis.  

(vii) The net present value has been calculated on monthly cash flows of $51,700 over the next 9 years, being the return on prepaid interest.  

Note 7 Impairment of available for sale assets  

Loss on disposal of Mount Isa Hotel  21 21 

Note 8 Other expenses 

Auditorôs remuneration  183 176 

Legal costs  60 60 

Licence fees  13 1 

Rent  19 19 

Travelling expenses  18 14 

ASX Fees  146 146 

Consultancy Fees  624 845 

RE Fees  357 357 

Other expenses   227 269 

  1,647 1,887 

Note 6 Loss on disposal of investment property 

       

ALE stapled securities           17,718                17,718   

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 
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  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

Note 10 Earnings per stapled security 

Net loss after tax attributable to stapled security holders  $(75,130,000)  

Total stapled securities on issue at year end  137,222,609 (54.75) 

Weighted average stapled securities ð basic  121,772,324 (61.68) 

Weighted average stapled securities ð diluted  121,772,324 (61.68) 

 
There have been no dilutive transactions involving stapled securities or potential stapled securities during the year or since the balance sheet date. 

(a) The components of income tax expense comprise    

Current tax expense  58 - 

Deferred tax expense  - - 

  58 - 

(b) Prima facie tax on profit from ordinary activities    

Loss from continuing operations before income tax  (75,072) (75,207) 

Tax at the Australian tax rate of 30%  (22,522) (22,562) 

Add: tax effect of    

Non deductible expenses  11 - 

Deferred tax asset not yet recognised  6 - 

Non assessable income  (1) - 

Non deductible net trust loss   22,564 22,562 

  58 - 

Note 9 Income tax expense 

  
CONSOLIDATED 

EARNINGS PER 
SECURITY 

  2008 cents 

Interest reserve account    5,000 5,000 

Other cash at bank and on hand  5,862 5,269 

  10,862 10,269 

Note 11 Cash and cash equivalents 

In the event of a loan repayment default by HLG, its lender has the right to use the funds from the interest reserve account to cover any shortfall. These 
funds are restricted and are not available for general use.    

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 

  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 
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  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

Note 13 Derivative financial instruments 

Trade receivables   232 206 

Other receivables  3,872 3,421 

Receivable from subsidiaries    1,066 

Unitholders entitlement account   - 25,060 

  4,104 29,753 

Note 12 Trade and other receivables 

Note 14 Other current assets 

Property under construction  600 600 

Interest rate swaps at fair value ð 1 July 2007   26,897 26,897 

Fair value increases to 11 February 2008  18,803 18,803 

Gain on market close out of interest rate swaps ð 11 February 2008  (45,700) (45,700) 

Fair value increases to 30 June 2008  1,817 1,817 

Fair value of interest rates swaps at 30 June 2008  1,817 1,817 

    

On 11 February 2008 HLG realised the market value of its interest rate swaps of $45.7 million.  
 
The mark-to-market valuation of HLGôs interest rate swaps was performed by ANZ Banking Group.  

Two-tier swap ð current portion       593   593 

Note 16 Property, plant and equipment 

Note 15          Non ïcurrent assets held for sale    

Investment properties 17 
 

15,760 15,760 

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 
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  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

Investment property at fair value  1,065,735 1,039,635 

Straight-line lease adjustment 18 (38,755) (38,399) 

  1,026,980 1,001,236 

Note 17 Investment property 

Movements    

Carrying amount at 1 July 2007  667,880 641,780 

Additions and acquisitions  491,544 491,544 

Reclassified to non current assets held for sale  (15,760) (15,760) 

Disposals  (1,700) (1,700) 

Lease premium gain from CHG Australia Pty Ltd Acquisition  (2,690) (2,690) 

Write-off of property acquisition costs  25,957 25,957 

Fair value adjustments to investment properties  63,897 63,897 

Straight line lease adjustment  (27,820) (27,464) 

Carrying amount at 30 June 2008  1,026,980 1,001,236 

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 

List of investment properties 

Investment property 

All investment properties are freehold and 100% owned by HLG and are comprised of land, buildings and fixed improvements. Plant and equipment is 
held by the tenant. In Queensland gaming licences and liquor licences are held by the tenant, whereas in New South Wales, Victoria and South Aus-
tralia they are held by the tenant and revert back to the lessor upon completion of the lease.  

Leasing arrangements 

The investment properties are each leased to a single tenant under long-term operating leases with rentals payable monthly in advance, other than 
leases to Coles Ltd which are payable on the 15th of each month. HLG has incurred no lease incentive costs to date. 

Remaining lease terms for all properties vary between 14 and 30 years, excluding options for extension of the leases upon completion of the lease 
term.  

Valuation of investment properties 

The basis of valuation of investment properties is fair value being the amounts for which the properties could be exchanged between willing parties in 
an armôs length transaction, based on current prices in an active market for similar properties in the same location and condition and subject to similar 
leases.  

Straight line lease adjustment 

Rental income from operating leases is recognised on a straight line basis over the lease term. Fixed rental increases which do not represent direct 
compensation for underlying cost increases or capital expenditure are recognised on a straight-line basis over the term of the lease or over the period 
until the next market review date. An asset is recognised to represent the portion of operating lease revenue in a reporting period relating to fixed in-
creases in operating lease rentals in future periods. The receivable is treated as a component part of the relevant property investment carrying value.  
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Note  18 Other non-current assets 

Two tier swap (value of prepaid interest)   3,340 3,340 

Straight-line lease adjustment 17 38,755 38,399 

  42,095 41,739 

  CONSOLIDATED PARENT ENTITY 

 Note 2008 

$ô000 

2008 

$ô000 

Note 19 Intangible assets 

Gaming licences at cost  1,337 - 

Movements    

Carrying amount at 1 July 2007  9,740 9,740 

Additions   1,337 - 

Transfers to investment property  (9,740) (9,740) 

Carrying amount at 30 June 2008  1,337 - 

Additional New South Wales gaming licences acquired separately from hotel acquisitions are carried in the sub-custodian of the Trust, Hedley Leisure 
& Gaming Property Services Limited. All of the gaming licences held by the sub-custodian at 30 June 2008 are assigned to the Prospect Hotel and are 
considered to have an indefinite useful life. 

Note 20 Other investments 

Listed stapled securities in ALE Property Group  9,521 9,521 

Investment in C.H. Trust  - 2,000 

  9,521 11,521 

 
The listed securities held are valued as per the quoted market price at balance date, being $2.95 per security. As a result of a 26% reduction in the fair 
value of the ALE Property Group shares from 30 June 2007 to 30 June 2008, it is considered that the securities are impaired and the reduction has 
been recognised as an impairment loss in the income statement.       
 
C.H. Trust is a 100% subsidiary of Hedley Leisure & Gaming Property Trust. 

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 
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Note 21 Trade and other payables 

Current    

Trade payables  320 286 

Payables due to other entities within the HLG group  - 165 

Other payables  8,459 8,293 

  8,779 8,744 

Note 24 Loans and borrowings 

Non-current    

Bank loans  746,285 - 

Bank loans on-lent from subsidiary  - 746,285 

  746,285 746,285 

Bank loans consist of    

Junior Debenture Subscription Facility (ñJDSFò)   59,479 59,479 

Senior Debenture Subscription Facility (ñSDSFò)   686,806 686,806 

  746,285 746,285 

JDSF    

JDSF issued August 2007   60,000 60,000 

Prepaid borrowing establishment costs capitalised   (754) (754) 

Amortisation of prepaid borrowing costs   231 231 

  59,479 59,479 

SDSF    

SDSF issued August 2007   694,000 694,000 

Prepaid borrowing establishment costs capitalised   (9,861) (9,861) 

Amortisation of prepaid borrowing costs   2,667 2,667 

  686,806 686,806 

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 

  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

Current    

Current income tax liability  58 - 

Note 22 Income tax 

Note 23 Distributions paid or payable 

Interim distribution paid 29 February 2008  16,826 16,826 

Final distribution declared 29 June 2008  16,467 16,467 

Total distributions for the year  33,293 33,293 

 
The distributions are made by the Trust which does not pay tax provided it distributes all of its taxable income.  
No dividend by the Company was paid or declared during the year. 
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 CONSOLIDATED PARENT ENTITY 

 No of               
stapled  securities $ô000 No of units $ô000 

On issue at the beginning of the year 67,874,065 277,957 67,874,065 277,957 

Adjustments to founders securities cost base - (45,035) - (45,035) 

Capital raising ð ASX float 39,571,340 138,500 39,571,340 138,302 

Capital raising costs - (9,514) - (9,514) 

Script acquisitions of hotels 21,103,634 73,863 21,103,634 73,757 

Managerôs fees 894,361 2,105 894,361 2,102 

Distribution reinvestment plan 7,779,209 12,680 7,779,209 12,662 

 137,222,609 450,556 137,222,609 450,231 

A unit confers on its holder an undivided absolute, vested and indefeasible beneficial interest in the Trust as a whole, subject to Trust liabilities, not in 
parts or single assets. All units confer identical interests and rights. Each member registered at the record date has a vested and indefeasible interest 
in a share of the distribution in proportion to the number of units held by them. 

Note 25 Contributed equity 

Note 26 Reserves 

Capital reserve  62 62 

Movements    

Opening balance at 1 July 2007  8,782 8,782 

Impairment of available-for-sale financial instruments  (8,720) (8,720) 

Closing balance at 30 June 2008  62 62 

 

Note 24 Loans and borrowings (continued) 

Terms and debt repayment schedule 

Bank loans are taken out by a 100% subsidiary of the Company and on-lent to the Trust. The terms and conditions of the loans from the subsidiary to 
the Trust are equal to those of the bank loans. The schedule below, therefore, is applicable for both the parent entity and the consolidated entity. 

 Currency Nominal interest rate Date of maturity Face value Carrying amount 

    $ô000 $ô000 

JDSF AUD 1 month BBSY + 1.5% August 2010 60,000 59,479 

SDSF AUD 1 month BBSY + 0.8% August 2010 694,000 686,806 

    754,000 746,285 

  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 

Assets pledged as security    

The ANZ  has first security by way of fixed and floating charge over all of the assets of each entity in the group, a registered mortgage over each prop-
erty and a fixed charge over each licence.  

The ANZ Bank loans were taken out by HLG issuer Finance Pty Ltd, a wholly owned subsidiary of the Company and on-lent to the Trust on the same 
terms and conditions as the ANZ Bank loans.    

Refer to note 5 for further information in regard to HLGôs finance costs.  
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The parent entity for the purpose of the financial statements is Hedley Leisure and Gaming Property Trust. Hedley Leisure & Gaming Property 
Partners Limited, by virtue of the stapling arrangement and the election of the Trust to be the parent entity, is treated as a subsidiary of the Trust, the 
equity of which is accounted for as minority interest. 

Note 27 Group entities 

Subsidiaries Country of Incorporation Ownership interest 

Subsidiaries of the Company   

Hedley Leisure & Gaming Property Services Limited Australia 100% 

HLG Issuer Finance Pty Ltd Australia 100% 

Subsidiaries of the Trust   

C.H. Trust Australia 100% 

HLG Issuer Finance Pty Ltd was incorporated on  31 July 2007 with a share capital of $1. The shares were acquired by Hedley Leisure & Gaming 
Property Partners Limited (the ñCompanyò) for $1. At the time of acquisition HLG Issuer Finance Pty Ltd did not have any assets or liabilities. 

  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

Note 28 Cash flow information 

Reconciliation of cash flows from operating activities with loss attributable to stapled security holders  

Loss attributable to stapled security holders  (75,130) (75,207) 

Amortisation of borrowing costs  4,653 4,653 

Fair value adjustments to derivative financial instruments  (20,620) (20,620) 

Fair value adjustments to investment property  87,164 87,164 

One-off receipt CHG Australia Pty Ltd pub acquisition  2,690 2,690 

Distributions from ALE securities   (3,401) (3,401) 

Gain on sale of poker machine entitlements   (155) - 

Loss on sale of investment property  21 21 

Gain on disposal of investments    (5,182) (5,182) 

Impairment of available for sale assets  17,718 17,718 

    

Change in operating assets and liabilities    

(Increase) decrease in trade and other receivables  (2,895) (2,895) 

(Increase) decrease in prepayments  (1,450) (1,450) 

(Increase) decrease in other current assets  121 121 

Increase (decrease) in payables  17,308 16,846 

    

  20,842  20,458 

Note 29            Segment Information    

Business segment 

HLG operates solely in the property investment and property funds management industry and has no business segmentation. 

Geographical segment 

HLG owns property solely in Australia. 

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 
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  CONSOLIDATED PARENT ENTITY 

 

Note 

2008 

$ô000 

2008 

$ô000 

Note 31 Cloning of trusts 

Note 30 Contingent liabilities 

On 12 May 2008 HLG entered into an unconditional contract with Woolworths Limited to sell 19.9% of its 23.6% holding in ALE Property Group for 
$3.51 per stapled security. As part of the sale contract it has been agreed between the parties that in the event that HLG sells any further securities in 
ALE to 12 November 2008 at a price below $3.34 Woolworths, would receive compensation for the price difference. 

On 20 July 2007, to facilitate the subsequent listing of HLG, certain assets and liabilities of the Trust were óclonedô into two other trusts including the 
following: 

Net assets cloned    

Investment properties at cost and fair value  33,860 33,860 

Property, plant and equipment  18,026 18,026 

Other assets and liabilities  3,272 3,272 

Liability to unit holder of cloned trust  (55,158) (55,158) 

Total net assets cloned  - - 

Liabilities assigned to cloned trusts 

Distributions payable  (13,797) (13,797) 

    

The distributions payable assigned to the cloned trusts related to income received from properties which had been cloned into the two other trusts. 

Note 32 Fund information 

Registered office of the Responsible Entity 

Permanent Investment Management Limited, Trust House, 151 Rathdowne Street, Carlton, Victoria 3053 

Registered office and principal place of business of the Company 

Hedley Leisure & Gaming Property Partners Limited, 69 Aumuller Street, Cairns, Queensland 4870. 

NOTES TO THE ATTACHMENT TO THE PRELIMINARY FINAL REPORT  

For The Year Ended 30 June 2008 


