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MARKET RELEASE       

 

15 August 2006, Sydney – Challenger Wine Trust (ASX: CWT) has today announced a net profit of 

$16.1 million. On a pre-AIFRS basis, the Trust’s net operating profit was $14.9 million, exceeding the 

2005 result of $13.7 million by 8.7 per cent. 
 

This result was driven by consistent performance from the underlying portfolio, and has resulted in the 

Trust paying an annual distribution of 9.06 cents per ordinary unit, reflecting a distribution yield of 12.9 

per cent on the 30 June 2006 unit price of $0.70 cents per unit. 
 

CWT’s Chief Executive Mr Chris Atkins said: “CWT’s diversified portfolio, combined with our strong 

tenant relationships has provided the basis for a solid operational result for the 2006 financial year. 

Importantly, the Trust continues to deliver on its core objective, providing a stable and secure income 

stream to unitholders.” 
 

Financial results 

The Trust’s net profit under AIFRS for the year ended 30 June 2006 of $16.1 million included the impact 

of unrealised net gains from property valuations of $2.9 million. After adjusting for these unrealised 

gains, the Trust delivered a net operating profit of $13.2 million.  
 

This compares to a net profit of $17.8 million for the 2005 financial year (including unrealised net gains 

from property valuations of $4.1 million), and a net operating profit of $13.7 million.  
 

The transition to AIFRS also resulted in the re-classification of the Trust’s PICE units as debt rather 

than equity, and accordingly the return to PICE unitholders is represented as an interest expense of 

$1.7 million in the Trust’s 2006 net operating profit. In 2005 this return was represented as an after 

profit distribution. Removal of this additional interest expense provides a pre-AIFRS net operating profit 

of $14.9 million for 2006, exceeding the 2005 net operating profit of $13.7 million by 8.7 per cent. 
 

On a per unit basis, after taking into account additional units issued under the DRP and via PICE unit 

conversions during the year, the Trust delivered an annual distribution of 9.06 cents per ordinary unit. 

This is marginally below the 9.12 cents per ordinary unit paid for the 2005 financial year.  
 

At 30 June 2006, the Trust’s total assets were $296.3 million. The Trust’s net tangible assets (NTA) per 

unit of $0.96 remained consistent with the NTA per unit at 30 June 2005. 
 

 

CHALLENGER WINE TRUST 2006 ANNUAL RESULTS 
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Responsible Entity Challenger Listed Investments Limited ABN 94 055 293 644 AFSL 236887 
 

Total borrowings at 30 June 2006 were $142.8 million, reflecting a gearing ratio of 48.2 per cent. After 

excluding the PICE units, the Trust’s gearing was 43.6 per cent, which is consistent with the position at 

30 June 2005. All of the Trust’s borrowings have a fixed interest rate exposure, either directly or via 

interest rate swaps. The duration of the interest rate swaps is consistent with the underlying lease term 

to which the borrowings relate, effectively fixing the cost of borrowings over the term of each lease. The 

weighted average cost of debt on the Trust’s borrowings at 30 June 2006 was 7.6 per cent.  
 

Portfolio composition 

Since CWT listed in 1999, the core portfolio objective has been to acquire and manage assets that 

provide a low risk, predictable income stream to the Trust. In consistently achieving this objective, the 

portfolio has successfully delivered on its key portfolio criteria. At 30 June 2006 the Trust’s portfolio 

consists of 33 assets located across Australia and New Zealand and has: 

• 100 per cent occupancy and a weighted average lease term to expiry of seven years; 

• fixed annual rental reviews across all leases;  

• a 72 per cent weighting to warm climate regions in the Australian portfolio, which traditionally 

exhibit lower yield and price volatility than cool climate regions; 

• a total of 12 tenants with an 88 per cent weighting to established wine companies (rather than 

contract growers), and an 84 per cent weighting to publicly listed companies; and 

• a 46 per cent weighting to development assets, which enhance the portfolio’s average vineyard 

size and provide a superior operating platform tailored to tenant requirements.  
 

Leasing update  

In June 2006, the Trust entered into new leases with Pernod Ricard Pacific Pty Ltd over the Lawsons 

and Richmond Grove vineyards. This has resulted in a reduction in exposure to McGuigan Simeon 

Wines Limited from 55 per cent to 40 per cent of the portfolio, and the establishment of a direct 

relationship with Pernod Ricard Pacific Pty Ltd. 
 

In addition, the Trust has today announced it is in negotiations with McGuigan Simeon Wines Limited 

for a two year lease extension at Hermitage Road Winery commencing in October 2006. Following the 

execution of this lease extension, the Trust has no lease expiries in the 2007 financial year and only 

two lease expiries in the 2008 financial year, which together comprise less than 1.7 per cent of the 

Trust’s annual portfolio income. 
 

Revaluations 

The Trust’s vineyard properties and wine infrastructure assets were independently revalued during the 

2006 financial year1. The Trust’s 72 per cent weighting to warm climate vineyards in Australia, which 

have experienced considerably lower levels of price volatility relative to cool climate vineyards, and 

positive market conditions in New Zealand contributed to the overall portfolio experiencing a net 

positive revaluation movement of $2.9 million.  
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Divestments 

In May 2006, the Trust successfully divested the Oakridge vineyard for $2.7 million. This sale, which 

was completed marginally above book value, reduced the Trust’s exposure to Evans and Tate Limited 

to 5.3 per cent.  
 

Developments 

The Trust has a long history of successfully partnering with tenants to source suitable development 

properties to meet their expansion needs. A total of 46 per cent of the Trust’s current portfolio consists 

of properties that were developed, or are currently under development, by the Trust on behalf of its 

tenants. Capital expenditure of $17.2 million was undertaken on development properties in the 2006 

financial year, with an estimated $30.4 million committed to further developments over the medium 

term. The completion of these development properties provides the tenant with the opportunity to 

undertake larger scale operations and realise significant operating efficiencies.  
 

Mr Atkins said: “The flow on benefits for the Trust include not only certainty of income throughout the 

development phase and lease term, but also the ownership of large scale, efficient vineyards which are 

considered as long-term strategic assets by the tenants.”  
 

Outlook 

The strategic composition of the Trust’s portfolio, together with the fixed rental review structures and 

long term leases to high quality tenants continued to successfully mitigate against risks to portfolio 

income and capital value throughout the year. 
 

In the year ahead, the Manager will continue to focus on enhancing the defensive characteristics of the 

Trust’s portfolio through the continued development of new assets and the sale of assets which for 

reasons such as size, location or tenant type are not considered to be strategic assets for the Trust to 

hold in the long-term. 
 

As part of the ongoing management of the Trust’s capital structure, the Manager has today announced 

the suspension of the Trust’s distribution reinvestment plans, which were having a dilutionary impact on 

investment returns to unitholders. 
 

 

ENDS 

 
 
 
 
 
                                                 
1 With the exception of the Grande Junction development asset which was acquired in June 2005 and is carried at cost. 
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Non-cash and financing activities during the year on normal terms and conditions include: 
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Related Entities
Challenger Life No 2 Limited 783,052                691,590                36,251,019           21,335,460           
CLIL Directors
S Gerlach -                        -                        151,600                151,600                
IM Martens 200                       200                       252,123                246,913                
PL Polson -                        -                        68,000                  -                        
R Woods 10,530                  -                        105,656                -                        
Key Management Personnel
CJ Atkins 290                       262                       77,470                  47,226                  
Total 794,072                692,052                36,905,868           21,781,199           

PICE Units
fully paid

Ordinary Units
fully paid
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