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We’re executing  
well on our  
strategic objectives.
This underpins our aim to bring New Zealanders 
exciting places to shop and work, whilst delivering 
added value to our shareholders.
We’re passionate about what we do, and we’re 
committed as ever to delivering exceptional results.
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We’re 
in good 
shape.
Dear shareholders, 

I am pleased to report to you that 
Kiwi Property has delivered a successful 
financial result for this interim reporting 
period. We’ve made good progress on 
strategic investments and we are positively 
positioned to fund future investment 
priorities whilst maintaining a strong 
financial position.

For the six months to 30 September 2015, 
Kiwi Property delivered an after tax profit of 
$36.0 million, up 51.3% from $23.8 million 
in the prior corresponding period. 
Operating profit increased $9.5 million 
(22.6%) to $51.6 million and distributable 
income grew to $42.4 million, up 
$2.1 million. This strong result was 
underpinned by solid rental income 
performance from existing and 
recently acquired assets, and lower 
borrowing costs.
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In line with strategy, we have successfully 
progressed investments in attractive 
Auckland retail assets and core government 
office accommodation in Wellington. 
Highlights for the period include:
 the acquisition of a large format retail 

centre currently under development at 
Westgate in Auckland’s north-west

 the completion of our dining and 
entertainment expansion project at 
LynnMall, fully leased and on programme

 signing fashion retailer, H&M, with its first 
ever store in New Zealand at Sylvia Park

 advancing the evaluation of expansion 
opportunities at Sylvia Park, and

 progressing our 35,000 sqm government 
office accommodation project in 
Wellington.

To assist with funding future investment and 
development opportunities, including the 
potential expansion of Sylvia Park, we 
successfully completed a 1 for 9 entitlement 
offer in June, raising $148.1 million (net of 
costs). The proceeds were initially applied to 
reduce bank debt, which has led to a 
substantial reduction in our interest expense 
during the period.

You can read more about these activities in 
our Chief Executive’s report commencing on 
page 4.

Following the completion last year of our 
major corporate transactions of 
internalisation and corporatisation, we 
continue to roll out strategic brand initiatives 
supportive of building stakeholder loyalty. In 
August we released Kiwi Property’s upgraded 
corporate website kp.co.nz, and we are now 
developing digital and online initiatives that 
will involve, amongst other things, the launch 
of new retail websites and creating new 
in-centre digital experiences.

Best in class
Our sustainability programme continues to 
be well recognised. In November 2015, we 
were the only New Zealand company to be 
named as a ‘Climate A-lister’ in the 2015 CDP 
awards. Only 113 out of 2,000 companies 
globally made the A List which has rewarded 
our actions on climate change mitigation, 
adaptation and transparency.

Dividend guidance
Shareholders will receive an interim cash 
dividend of 3.30 cents per share, up 1.5% on 
the prior period and in line with guidance. 
This will be paid on 17 December 2015. The 
board has approved a 2% discount to be 
applied to the Dividend Reinvestment Plan 
which is available to eligible shareholders for 
the period ended 30 September 2015.

Looking ahead, subject to a continuation 
of reasonable economic conditions, 
we continue to project cash dividends to 
shareholders for the year ending 
31 March 2016 to be 6.60 cents per share.

Kiwi Property is in good shape with a 
committed and talented management team, 
a healthy balance sheet, a strongly 
performing property portfolio and high-
quality development projects underway or 
in planning. 

I thank you for continuing to support 
Kiwi Property, and hope that you enjoy 
reading our Interim Report.

M A R K FO R D 
Chair

LET TER FROM THE CHAIR
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Positive 
result 
achieved.
Our commitment to targeting 
superior risk-adjusted returns 
over time through the 
ownership of a diversified high-
quality portfolio has delivered 
another positive result for our 
shareholders.
For the six months to 30 September 2015, 
operating profit increased to $51.6 million 
from $42.1 million in the prior corresponding 
period, driven by solid rental performance 
from existing assets supporting those 
undergoing redevelopment, and significant 
interest savings from active capital 
management. After tax profit increased 
$12.2 million to $36.0 million and distributable 
income grew to $42.4 million from 
$40.3 million in the prior period.
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We’ve reduced our gearing ratio to 30.3%, 
providing us with the flexibility to act on 
investment and development opportunities.

We remain keenly focused on delivering on 
our investment strategy which favours:
 acquisitions and developments in the 

Auckland region (specifically targeting 
expansion opportunities at LynnMall and 
Sylvia Park, and further attractive retail 
investment opportunities in locations 
favoured by the proposed Auckland 
Unitary Plan), and

 core government office accommodation in 
Wellington, supported by long-term leases 
to the Crown.

This strategic investment focus is evidenced 
through our investment activities. Highlights 
for this reporting period include:
 the acquisition of a large format retail 

centre under development at Westgate, 
a new Metropolitan Centre in Auckland’s 
north-west

 the opening of ‘The Brickworks’ dining and 
entertainment project at LynnMall in the 
New Lynn Metropolitan Centre

 agreement with international fashion 
retailer, H&M, to open its first store in 
New Zealand at Sylvia Park, an important 
building block in our proposed retail 
expansion plans for New Zealand’s largest 
and most successful retail asset, and

 the execution of new 12-year government 
leases for over 8,000 sqm at 44 The Terrace 
in Wellington, taking the total Crown lease 
commitment at our 44 and 56 The Terrace 
office assets to 32,000 sqm, with a 
weighted average lease term of 17 years.

On a day-to-day basis, the active 
management of our assets by our skilled and 
dedicated management team has maintained 
strong portfolio metrics.

Strategic investments 
We continue to pursue the acquisition of 
assets with strong fundamentals in good 
locations and to consider joint venture 
opportunities with capital partners.  At the 
same time, we seek to recycle capital out of 
non-core assets. In this respect we are 
continuing to work with parties who have 
expressed interest in buying Centre Place 
South in Hamilton.

You can read more about our strategic 
achievements, together with a financial and 
operational update on pages 6 to 17.

Senior team changes
During the period, Natasha Loulanting was 
promoted to the role of Manager – Analytics 
and Projects, replacing David Greenwood 
who is pursuing a career opportunity to work 
within the Group’s property development 
team. Natasha has also replaced David on 
the senior leadership team, and will continue 
to make a significant contribution in a variety 
of areas, from coordinating large corporate 
projects, to board reporting, development 
reporting, accounting and financial reporting. 

Focus for remainder of FY16
The balance of the 2016 financial year 
promises to be another busy period for  
Kiwi Property as we execute on our present 
development activities, progress our plans to 
develop Sylvia Park, and seek opportunities 
to create further investment value for our 
shareholders.

I look forward to reporting back to you on our 
annual result in May 2016. 

C H R I S G U D G EO N 
Chief Executive

CHIEF EXECUTIVE’S REPORT
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Auckland presence grows
We have long been committed to 
growing our presence in the Auckland 
retail sector, and, in September, we 
acquired a large format retail centre, 
currently under development at 
Westgate in Auckland’s north-west. 
The centre, which is being developed 
by New Zealand Retail Property Group, 
will be anchored by Harvey Norman, 
Briscoes, Rebel Sport, Freedom 
Furniture and Hunter Furniture. 
The centre is expected to open 
progressively during the first half of 
2016, with all stores open by mid-2016.

Dining lane opened  
at LynnMall
On 5 November, we opened our 
exciting new dining lane at LynnMall, 
known as ‘The Brickworks’, as part 
of our $39 million redevelopment of 
the centre. New Lynn’s first cinema 
offer in over 15 years will follow in 
late November with the opening of 
Reading Cinemas’ state-of-the-art 
eight-screen multiplex.

The north facing dining lane 
provides a unique food offer to the 

A key highlight for the period was 
our signing of international fashion 
retailer, H&M, with its first ever store in 
New Zealand. This store is scheduled 
to open at Sylvia Park in late 2016.

This is a world-class offer, highlighting 
the demand by international retailers 
to secure quality space in the New 
Zealand market, and Sylvia Park’s 
reputation as Auckland’s premier 
shopping mall destination.

Westgate Zone 7 details:

NLA

25,500 sqm

Carparks

622
Tenants

28
Cost  
$82.5m

Capitalisation rate

7.0%

Projected 10-year IRR

9.0%

Occupancy 

90%*

WALT 

8.1 years*

* Based on leasing to date.

Westgate is a 
Metropolitan Centre 
under Auckland’s 
Unitary Plan and we 
believe it will emerge 
as one of Auckland’s 
favoured large format 
retail destinations, 
with positive 
attributes in terms 
of population growth, 
household formation 
and motorway 
accessibility.

This acquisition 
follows our purchase 
in December last 
year of the Sylvia 
Park lifestyle precinct 
(formerly Apex Mega 
Centre), providing 
us further exposure 
to the large format 
retail sector.

Strong outcomes  
for retail portfolio

coming to  
         Sylvia Park … 
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LynnMall area which includes a gastro bar 
and restaurant by Goode Brothers, Cleaver 
& Co presenting a wood-fired BBQ offer, 
Bodrum Kitchen with food influenced by the 
Mediterranean, Shaky Isles for coffee and 
food, Hansan with a popular Vietnamese 
influence, Wagamama for authentic asian 
flavours and Meso for Japanese cuisine.

The development opened 100% leased, and 
will provide an initial yield on cost of >7%, with 
new revenue from the expanded offer to flow 
through to our 2016 annual result.

A world-class destination
We continue to evaluate a potential 
20,000 sqm retail expansion of Sylvia Park 
in response to the centre’s strong market 
position, underlying retailer demand and 
our desire to create a world-class retail offer 
and to further strengthen its position as 
New Zealand’s most attractive retail destination.

The potential expansion project is currently in 
the pre-development evaluation phase (which 

includes design, consenting and pre-leasing) 
with construction potentially commencing 
in 2017 for a possible 2018 completion. 
The current estimated cost of the potential 
expansion is approximately $150 million.

A range of options, including the addition of 
further international retailers, more specialty 
stores, department stores and further 
customer parking are all under consideration.

Sep-10 Sep-15 Sep-15 
(Adjusted for 

Westgate)

Total retail portfolio weightingRetail weighting in Auckland

Sep-15 
(Adjusted for 
Westgate)

Sep-15

Sep-10

The successful execution of our strategy to increase 
our weighting to the Auckland retail sector is 
highlighted below:

STR ATEGIC INVESTMENTS
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Wellington leases secured
In June, we secured three new 12-year 
lease agreements with sitting government 
tenants – Commerce Commission, Tertiary 
Education Commission and the Energy 
Efficiency and Conservation Authority – for 
10 of the 12 office floors at our building at 
44 The Terrace. All new leases commenced 
in July 2015 and provide a 23% uplift over 
the existing rental levels (commencing  
on completion of each floor’s  refurbishment 
works).

When taken together with our 24,000 sqm 
lease agreement with the Ministry of Social 
Development at 56 The Terrace, we have 
now concluded leases with the New Zealand 
Government for over 32,000 sqm of office 
space, out of a total of 35,000 sqm, in 
adjacent buildings. 

Both these buildings are being 
comprehensively upgraded and will  
become a strong government office precinct 
conveniently located close to parliament at 
the northern end of The Terrace.

Good progress has been made on our strategic core government 
office accommodation in Wellington, with additional long-term lease 
commitments secured with the Crown. We also continued to investigate 
office development opportunities at Sylvia Park as part of our town centre 
vision for the site.

56 The Terrace 
Works related to the $72 million refurbishment 
of the building are progressing on schedule, 
with works approximately 75% complete.

• tower floor refurbishment works are 
complete to level 15, with the last three 
levels significantly progressed

• the new Aurora Building is structurally 
complete and façade works finished. 
Internal fitout works are underway

Office portfolio 
strategy continues 
to be realised

44 The Terrace 
The building will receive a $12.6 million 
upgrade, including a refurbishment of 
base build finishes, the upgrade of building 
services, and the seismic strengthening 
of the building to 80% of New Building 
Standard. 

Works commenced on site in June 2015 
and are being carried out progressively 
while tenants remain in occupation. Seismic 
strengthening has been completed for 
four of 13 floors. Refurbishment works have 
been completed for three floors and the 
tenants reinstated.

The remaining works are due to conclude in 
November 2016.

8
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Investigating Sylvia Park 
opportunities
As well as the retail expansion 
(discussed on page 7), we are also 
investigating the potential development 
of offices at Sylvia Park as part of our 
town centre vision for the site. The initial 
development under consideration would 
utilise the airspace above the shopping 
centre, tap into the rail and bus public 
transport links on site and benefit from 
the amenities and services at the centre. 

Any scheme will be market led and 
subject to commercial viability.

• structural works to the podium and lobby 
are significantly complete, and

• the external façade and cladding is 
substantially complete.

Remaining works are on schedule for 
completion in July 2016, in time for the 
commencement of the Ministry of Social 
Development’s 18-year lease.
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Financial review

Financial performance
For the six months ended Note

30 Sep 15
$m

30 Sep 14
$m

Gross rental income 101.3 102.3

Property operating expenditure (25.0) (25.3)

Net rental income 76.3 77.0

Property management fee income 0.2 0.2

Net interest expense 1 (16.8) (27.5)

Management and administration expenses (8.1) (7.6)

Operating profit 2 51.6 42.1

Fair value change to interest rate derivatives (9.9) (3.1)

Fair value change to investment properties (2.6) (5.1)

Loss on disposal of investment properties – (0.7)

Insurance adjustment – (4.7)

Litigation settlement income/(expenses) 5.9 (0.7)

Restructuring costs – (0.9)

Other non-operating expenses – (0.4)

Profit before tax 45.0 26.5

Tax expense (9.0) (2.7)

Profit after tax 3 36.0 23.8

Distributable income
For the six months ended Note

30 Sep 15
$m

30 Sep 14
$m

Operating profit 51.6 42.1

Fixed rental income adjustments (1.2) (1.5)

Distributable income before tax 50.4 40.6

Current tax expense (8.0) (0.3)

Distributable income after tax 2 42.4 40.3
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Dividends
For the six months ended

30 Sep 15
cps

30 Sep 14
cps

Cash dividend 3.30 3.25

Imputation credits 0.78 0.26

Gross dividend 4.08 3.51

Financial position
As at Note

30 Sep 15
$m

31 Mar 15
$m

Property assets 2,390.4 2,275.8

Total assets 2,414.6 2,295.6

Shareholders’ funds 1,529.1 1,382.6

Gearing ratio 4 30.3% 33.5%

Net asset backing per share $1.21 $1.21

Notes
1. Shown net of interest income and interest capitalised.
2.  Operating profit before other income/(expenses) and tax (operating profit) and distributable income are 

alternative performance measures used to assist investors in assessing the Company’s underlying operating 
performance and to determine income available for distribution.

3.  The reported profit has been prepared in accordance with New Zealand generally accepted accounting 
practice and complies with New Zealand Equivalents to International Financial Reporting Standards. The 
reported profit information has been extracted from the interim financial statements which have been the 
subject of a review by Independent Auditors pursuant to the External Reporting Board’s New Zealand Standard 
on Review Engagements 2410.

4.  Calculated as finance debt (which includes secured bank debt and the $125 million face value of bonds) over 
total tangible assets (which excludes interest rate derivative assets). The gearing ratio limit is 45%.

Operating profit 

FINANCIAL REVIEW
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Financial performance
Net rental income was $76.3 million, compared 
with $77.0 million in the prior comparable period.  
This stable income performance was 
maintained despite several properties 
undergoing development resulting in temporary 
loss of income. Expansion works commenced at 
LynnMall in January 2015, 56 The Terrace has 
been 100% vacant for refurbishment works 
since November 2014, additional floors were 
held vacant at The Majestic Centre to facilitate 
temporary tenant relocations, and, from  
June 2015, two floors are being held vacant at   
44 The Terrace to facilitate refurbishment works. 

Offsetting this, positive contributions were 
provided from Sylvia Park’s lifestyle precinct 
where a full six months of rental income was 
received, together with rental income growth 
at all properties not currently impacted 
by development.

On a comparable basis, like-for-like rental 
income was up $2.3 million or 4.3%.

In June 2015, we completed a 1 for 9 entitlement 
offer, raising $148.1 million (net of costs) to fund 
future potential development opportunities, 
including the potential expansion of Sylvia Park.

Net interest expense reduced $10.7 million 
to $16.8 million, reflecting lower debt levels 
as a result of the entitlement offer, combined 
with favourable interest rates and the 
conversion of the mandatory convertible notes 
in December 2014. 

The lower interest expense has contributed to 
a $9.5 million, or 22.6%, lift in operating profit to 
$51.6 million.

Non-operating expenses amounted to 
$6.6 million, comprising a combination of fair 
value movements on interest rate derivatives 
and investment properties, offset by litigation 
settlement income.

Income tax expense increased $6.3 million 
largely due to the tax credits associated with the 
deductibility of the internalisation payment 
being available in the prior period.

After adjusting for property and interest rate 
derivative fair value movements, other non-
operating items and income tax, an after tax 
profit of $36.0 million was recorded, up 51.3% 
from $23.8 million in the prior period.

Distributable income and dividends 
to shareholders
Distributable income was up $2.1 million (+5.2%) 
to $42.4 million, driven by the improved 
operating result.

An interim cash dividend totalling $41.8 million, 
or 3.30 cents per share, will be paid in line with 
previous guidance and up from 3.25 cents per 
share in the prior period. Imputation credits of 
0.78 cents per share will be attached to the 
interim dividend.
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The record date for the interim dividend is 3 December 2015, and the payment date is 
17 December 2015.

The board has determined that the Dividend Reinvestment Plan is available for the period ended 
30 September 2015, with a discount set at 2%. This means that eligible shareholders may acquire 
additional shares in the Company at a 2% discount to the average price at which the shares trade 
through the New Zealand Stock Exchange during the pricing period.

Financial position 
As at 30 September 2015, the property portfolio was valued at $2.39 billion, up $115 million on 
March 2015. The increase reflects the acquisition of the Westgate large format centre and other 
capital expenditure over the six-month period. No properties were independently revalued at 
30 September 2015.

We have continued to maintain a strong balance sheet. The gearing ratio improved to 30.3% 
compared to 33.5% at 31 March 2015, reduced by the lower level of bank debt following the 
entitlement offer. The net tangible asset backing per share at period end was $1.21, in line with the 
March 2015 position. 

Capital management
At 30 September 2015, the weighted average cost of debt was 5.43%, down from 6.02% at 
31 March 2015 and 6.27% at September 2014 due to the favourable interest rate environment, 
together with the positive impact of the interest rate hedging restructure.

As at 30 Sep 15 31 Mar 15

Finance debt facilities (including bonds) $900.0m $900.0m

Amount undrawn $168.0m $132.0m

Weighted average cost of debt 5.43% 6.02%

Weighted average term to maturity 3.1 years 3.6 years

In November 2015, all $775 million of our bank debt facilities were refinanced on improved terms. 
The refinancing has extended the weighted average term to maturity by 1.3 years and reduced 
fees and margins by approximately 20 basis points. Our debt maturity profile post the refinancing 
is shown below.

FINANCIAL REVIEW
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Overall portfolio
Statistics  
As at 30 Sep 15 31 Mar 15

Portfolio value1 $2,390.4m $2,275.8m

Occupancy2 98.5% 98.4%

Weighted average lease term 4.7 years 4.5 years

Portfolio metrics for Kiwi Property’s portfolio of shopping centres and office buildings continue to 
be strong with occupancy of 98.5% and a weighted average lease term (WALT) of 4.7 years. The 
WALT will further lengthen at the conclusion of all current development activity by approximately 
one year.

No property assets were independently valued as at 30 September 2015. Property assets are 
held at their 31 March 2015 independent valuations, adjusted for capital expenditure incurred 
over the period as appropriate, with the exception of Sylvia Park’s lifestyle precinct which was 
valued in December 2014 (acquisition date); and Westgate Zone 7 which is presented at cost.

Retail portfolio 
Statistics3 
As at 30 Sep 15 31 Mar 15

Portfolio value $1,562.5m $1,531.8m

Occupancy 99.0% 99.3%

Weighted average lease term 3.5 years 3.4 years

Leasing activity  
For the six months ended 30 Sep 15 New leases Rent reviews

Number completed 101 288
Net lettable area (sqm) 19,714 56,776
Change from previous rental +1.9% +3.7%

Active asset management over the period resulted in improved rents, along with a stable 
portfolio occupancy rate and weighted average lease term.

In an active leasing period, the 101 new leases completed across the retail portfolio had a 
weighted average lease term of 5.1 years and resulted in a net increase in rent of 1.9%. In addition, 
we completed the remaining 11 development leases at LynnMall.

1  At 30 September 2015, includes properties under construction, adjoining properties and development land which 
had a combined value of $107.4 million (5% of total portfolio value). At 31 March 2015, includes adjoining properties 
and development land which have a combined value of $71.0 million (3% of total portfolio value).

2  Tenancies vacated for development works are excluded from the occupancy statistics. At 30 September 2015, 
excludes 1,100 sqm at The Majestic Centre, all of 56 The Terrace and 1,500 sqm at 44 The Terrace. 
At 31 March 2015, excludes all of 56 The Terrace.

3 Relates to core retail portfolio only. The statistics exclude Westgate Zone 7 which is currently under construction.

Operational review
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Rent reviews across the retail portfolio continued to provide consistent uplift due to the 
predominance of fixed and CPI-linked review mechanisms, with the average 3.7% increase 
recorded to September 2015 translating to an additional $1.4 million in base rental.

Retail sales  
For the year ended 30 Sep 15 30 Sep 14 Change

Total sales $1,318.4m $1,260.0m +4.6%

Comparable sales4 $1,229.5m $1,174.3m +4.7%
Note: Tenants within Sylvia Park’s lifestyle precinct do not report sales.

As at 30 Sep 15 31 Mar 15

Specialty gross occupancy cost 16.3% 16.5%

Our shopping centres delivered total sales of $1.32 billion for the 12 months to 30 September 2015. 
This reflects positive total sales growth over the prior year of 4.6%, or 4.7% if the effects of 
redevelopments are removed.

Sales growth was delivered at all our shopping centres. Sylvia Park again delivered a particularly 
strong performance with sales increasing by 8.1%. 

Sales growth was delivered in all spending categories. It was particularly pleasing to see that 
positive results have again been achieved in categories consistent with our strategy to evolve 
the retail mix to include more dining, leisure and entertainment options and to provide facilities 
and services beyond conventional retail. Stronger category performers (on a comparable sales 
basis) include:

 Cinemas +10.7%.
 Mini-majors/general specialty +5.3%: reflecting strong sales in retail and personal services 

+8.1% and food +3.5%. The general/other sub-category, which includes home electronics and 
sound, books, music, giftware, cosmetics and outdoor leisure, increased 10.8%.

 Commercial services +15.2%: predominantly reflecting sales through our mobile phone and 
travel stores.

Department stores also performed strongly across the year, with sales up +4.7%. Combined, all 
these categories account for around 75% of total portfolio sales.

4  Comparable sales provide a more normalised picture of sales trends by excluding centres that have undergone 
redevelopment in either period of comparison, in this instance Centre Place.

OPER ATIONAL REVIEW
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Office portfolio 
Statistics  
As at 30 Sep 15 31 Mar 15

Portfolio value $720.5m $673.0m

Occupancy 97.2% 96.1%

Weighted average lease term 8.0 years 7.6 years

Leasing activity  
For the six months ended 30 Sep 15 New leases Rent reviews

Number completed 15 13
Net lettable area (sqm) 12,109 20,905
Change from previous rental +15.8% +2.5%

The three new 12-year Crown leases at 44 The Terrace have assisted with the office portfolio 
occupancy and WALT statistics. These leases have improved the WALT to 8.0 years, the longest 
WALT in the office portfolio’s history. The WALT will increase by a further 1.7 years following 
completion of the refurbishment activity and commencement of the Crown lease at 56 The Terrace.

1616
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The Majestic Centre 
milestones reached

OPER ATIONAL REVIEW

A further key milestone was achieved in our seismic upgrade 
works at The Majestic Centre with the on-floor strengthening 
works now complete and all tenants relocated to their final 
tenancies. The remaining tower works are programmed to be 
completed by the end of 2015 and work on the podium will 
continue until the third quarter of 2016. The forecast cost 
remains on budget.

Since commencing the earthquake strengthening project in 
2012, new lease agreements have been successfully concluded 
for approximately 18,200 sqm of space, representing 74% of the 
building’s area.
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Financial 
statements
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Consolidated statement of comprehensive income
For the six months ended 30 September 2015

Note

 Unaudited 
 6 months 
30 Sep 15 

$000 

 Unaudited 
 6 months 
30 Sep 14 

$000 

Gross rental income  101,357  102,337 

Property operating expenditure  (25,047)  (25,360)

Net rental income  76,310  76,977 

Property management fee income  184  160 

Interest income  115  309 

Interest and finance charges  (16,952)  (27,847)

Management and administration expenses  (8,079)  (7,524)

Operating profit before other income/(expenses) and 
income tax  51,578  42,075 

Other income/(expenses)
Amortised interest expense on mandatory convertible notes  –  (422)

Fair value change to interest rate derivatives 3.2  (9,865)  (3,141)

Fair value change to investment properties 3.1  (2,622)  (5,075)

Loss on disposal of investment properties  –  (665)

Restructuring costs  –  (943)

Insurance adjustment  –  (4,672)

Litigation settlement income/(expenses) 1.5  5,938  (670)

Profit before income tax  45,029  26,487 

Income tax expense
Current tax 2.1  (8,016)  (304)

Deferred tax 2.1  (1,010)  (2,390)

Total income tax expense  (9,026)  (2,694)

Profit and total comprehensive income after income tax 
attributable to security holders  36,003  23,793

Basic and diluted earnings per security (cents)  2.96  2.49

The consolidated statement of comprehensive income should be read in conjunction with the accompanying notes.
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Consolidated statement of changes in equity
For the six months ended 30 September 2015

Note

 Share 
 capital 

 $000 

 Share-
based 

 payments 
 reserve 

 $000 

 Retained 
 earnings 

 $000 

 Total 
 equity 
 $000 

Balance at 1 April 20141  934,469  –  254,075  1,188,544 

Profit after income tax  –  –  23,793  23,793 

Dividends paid  –  –  (32,473)  (32,473)

Dividends reinvested  12,228  –  –  12,228 

Balance at 30 September 20142  946,697  –  245,395  1,192,092 

Balance at 1 April 20151  1,079,136  23  303,465  1,382,624 
Profit after income tax  –  –  36,003  36,003 
Dividends paid  –  –  (37,016)  (37,016)
Long-term incentive plan 1.5  (713)  99  –  (614)
Shares issued – entitlement offer 1.5  148,069  –  –  148,069 
Balance at 30 September 20152  1,226,492  122  302,452  1,529,066

1. Audited.

2. Unaudited.

FINANCIAL STATEMENTS

The consolidated statement of changes in equity should be read in conjunction with the accompanying notes.
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Consolidated statement of financial position
As at 30 September 2015

Note

 Unaudited 
30 Sep 15 

$000 

 Audited 
31 Mar 15 

$000 

Current assets
Cash and cash equivalents  6,228  6,182 
Trade and other receivables  12,502  7,042 
Other investments  27  34 

 18,757  13,258 
Non-current assets
Investment properties 3.1  2,390,434  2,275,773 
Property, plant and equipment  641  541 
Other investments  14  27 
Interest rate derivatives 3.2 –  836 
Deferred tax asset  4,779  5,132 

 2,395,868  2,282,309 
Total assets  2,414,625  2,295,567 
Current liabilities
Trade and other payables  46,044  36,982 
Income tax payable  1,131  302 
Interest rate derivatives 3.2  78  21 

 47,253  37,305 
Non-current liabilities
Interest bearing liabilities 3.2  730,545  766,378 
Interest rate derivatives 3.2  16,989  19,145 
Deferred tax liability  90,772  90,115 

 838,306  875,638 
Total liabilities  885,559  912,943 
Equity
Share capital  1,226,492  1,079,136 
Share-based payments reserve  122  23 
Retained earnings  302,452  303,465 
Total equity  1,529,066  1,382,624 
Total equity and liabilities  2,414,625  2,295,567

For and on behalf of the board, who authorised these financial statements for issue on 
17 November 2015.

MARK FORD JOANNA PERRY
Chair of the Board Chair of the Audit and Risk Committee

The consolidated statement of financial position should be read in conjunction with the accompanying notes.
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Consolidated statement of cash flows
For the six months ended 30 September 2015

Note

 Unaudited 
 6 months 
30 Sep 15 

$000 

 Unaudited 
 6 months 
30 Sep 14 

$000 

Cash flows from operating activities 
Gross rental income   103,523  104,794 

Property management fee income  184  160 

Interest income   115  309 

Property operating expenditure  (23,388)  (20,979)

Restructuring costs  –  (943)

Interest and finance charges  (18,160)  (25,478)

Income tax (7,187)  (1,620)

Management and administration expenses  (8,906)  (7,481)

Goods and Services Tax  (1,071)  995 

Net cash flows from operating activities  45,110  49,757 

Cash flows from investing activities 
Proceeds from disposal of investment properties  –  55,893 

Acquisition of investment properties  (33,854)  – 

Expenditure on investment properties   (73,403)  (29,860)

Interest and finance charges capitalised  (2,401)  (1,488)

Insurance income  –  26,018 

Litigation settlement income/(expenses)  1,644  (670)

Other investment activities  (262)  (4)

Net cash flows from/(used in) investing activities   (108,276)  49,889 

Cash flows from financing activities 
Proceeds from issue of shares 1.5  148,069  – 

Own shares acquired for long-term incentive plan 1.5  (713)  – 

Repayment of secured bank loans  (36,000)  (201,500)

Proceeds from fixed rate bonds  –  122,369 

Settlement of interest rate derivatives  3.2  (11,128)  – 

Dividends paid  (37,016)  (20,245)

Net cash flows from/(used in) financing activities   63,212  (99,376)

Net increase in cash and cash equivalents  46  270 

Cash and cash equivalents at the beginning of the period  6,182  9,187 

Cash and cash equivalents at the end of the period  6,228  9,457

FINANCIAL STATEMENTS

The consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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1. General information

1.1 Reporting entity
The interim financial statements are for Kiwi Property Group Limited (‘Kiwi Property’ or the 
‘Company’) and its controlled entities (the ‘Group’). The Company is incorporated and domiciled in 
New Zealand, is registered under the Companies Act 1993 and is a reporting entity for the purposes 
of the Financial Markets Conduct Act 2013. The Company is listed with NZX Limited with its ordinary 
shares quoted on the NZX Main Board and fixed rate bonds quoted on the NZX Debt Market.

The principal activity of the Group is to invest in New Zealand real estate.

1.2 Basis of preparation 
The interim financial statements have been prepared in accordance with New Zealand Generally 
Accepted Accounting Practice (GAAP) and the Financial Markets Conduct Act 2013. They comply 
with New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS), as 
appropriate for profit-oriented entities, and with International Financial Reporting Standards. 

The accounting policies and methods of computation used in the preparation of these interim 
financial statements are consistent with those used in the 2015 Annual Report. The interim financial 
statements have been prepared in accordance with NZ IAS 34 - Interim Financial Reporting and 
IAS 34 – Interim Financial Reporting and should be read in conjunction with the 2015 Annual Report.

The financial statements are prepared on the basis of historical cost, except where otherwise 
identified. The functional and reporting currency used in the preparation of the financial statements 
is New Zealand dollars.

1.3 Group structure
Corporatisation
On 22 December 2014, Kiwi Income Property Trust (the ‘Trust’) moved from a unit trust to a company 
following Unit Holder approval on 15 December 2014. Prior to the corporatisation, the Trust was 
managed by the controlled entity, Kiwi Property Management Limited. The corporatisation involved 
the redemption of Units in the Trust for Shares in the Company and the amalgamation of Kiwi 
Property Management Limited with Kiwi Property Group Limited. This transition has had no impact 
on the financial statements as the Company is a continuing entity and security holders have not 
changed, therefore the comparative information remains unchanged.

1.4 Key judgements and estimates
Critical judgements, estimates and assumptions are outlined in the 2015 Annual Report. There have 
been no changes to judgements, estimates and assumptions.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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1.5 Significant changes during the period
The financial position and performance of the Group was affected by the following events and 
transactions during the reporting period:

Entitlement offer
On 11 June 2015, the Group successfully completed a 1 for 9 entitlement offer raising a total of 
$148.1 million (net of issue costs) through the issue of 126.5 million shares at $1.20 each.

Investment property acquisitions
On 2 September 2015, the Group secured the acquisition of Westgate Zone 7, a large format retail 
centre currently under development in Auckland’s north-west, for $82.5 million. Title for the land was 
secured by an initial payment of $30 million on 9 September 2015 with the balance to be paid over 
the development period through to March 2016. As at 30 September 2015, $5.6 million of the 
balance had been incurred.

Litigation settlement
On 15 May 2015, the Group accepted a settlement of $6.3 million from a third party in relation to a 
warranty claim associated with one of its investment properties. The settlement consisted of two 
tranches, with the final tranche of $4.3 million to be received by 30 June 2016.

Long-term incentive plan
On 16 June 2015, the Group acquired 565,887 of its own shares at a cost of $713,254 in accordance 
with the Company’s long-term incentive plan.

Notes to the consolidated financial statements: General information
For the six months ended 30 September 2015
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2. Profit and loss information

2.1 Tax expense
A reconciliation of accounting profit before income tax to income tax expense follows:

 Unaudited 
 6 months 
30 Sep 15 

$000 

 Unaudited 
 6 months 
30 Sep 14 

$000 

Profit before income tax  45,029  26,487 

Prima facie income tax expense at 28%  (12,608)  (7,416)

Adjusted for: 

Fair value change to interest rate derivatives 353  (879)

Fair value change to investment properties  (734)  (1,421)

Litigation settlement income  1,663  – 

Depreciation 3,149  2,641 

Depreciation recovered on disposal of investment properties –  (187)

Deferred leasing costs  (713)  (736)

Deductible capitalised expenditure  722  1,270 

Other  152  (1,044)

Tax losses utilised  –  7,468 

Current tax expense  (8,016)  (304)

Tax losses utilised  –  (7,468)

Depreciation recoverable  (1,387)  3,398 

Fair value change to interest rate derivatives  (353)  879 

Deferred leasing costs and other temporary differences  730  801 

Deferred tax expense  (1,010)  (2,390)

Income tax expense reported in profit  (9,026)  (2,694)

Imputation credits available for use in subsequent periods  7,998  – 

Key estimates and assumptions: income tax
Depreciation recovered on the PricewaterhouseCoopers Centre (PwC Centre), Christchurch

The impairment of the PwC Centre in the year ended 31 March 2012 (resulting from the 2010 
and 2011 Canterbury earthquakes) and the associated insurance recovery triggered a potential 
tax liability of $5.1 million for depreciation recovered. Following the earthquakes, the Government 
introduced legislation which provides, in certain circumstances, rollover relief for taxpayers 
affected by the earthquakes where insurance income will be used to acquire or develop 
replacement property in the Canterbury region. As at 30 September 2015, the Group continues 
to qualify for this relief. As such, no tax is payable in the current year in respect of the 
depreciation recovered. A deferred tax liability of $5.1 million continues to be provided as at 
30 September 2015.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3. Financial position information

3.1 Investment properties
Investment properties held by the Group are as follows:

 Unaudited 
30 Sep 15 

$000

 Audited 
31 Mar 15 

$000

Retail
Sylvia Park Shopping Centre  605,473  601,000 

Sylvia Park Lifestyle  64,411  64,400 

LynnMall Shopping Centre  248,820  225,500 

Centre Place Shopping Centre  117,624  117,000 

The Plaza Shopping Centre  206,442  206,000 

North City Shopping Centre  97,862  97,500 

Northlands Shopping Centre  221,939  220,361 

 1,562,571  1,531,761 

Office
Vero Centre  324,488  323,000 

ASB North Wharf  175,012  175,000 

The Majestic Centre  99,981  80,750 

56 The Terrace  95,408  70,700 

44 The Terrace  25,582  23,500 

 720,471  672,950 

Other
Westgate Zone 7 under construction  35,719 –

Adjoining properties  49,924  49,562 

Development land  21,749  21,500 

 107,392  71,062 

Investment properties  2,390,434  2,275,773

Notes to the consolidated financial statements: Financial position information
For the six months ended 30 September 2015
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The movement in the Group’s investment properties during the period is as follows:

 Unaudited 
 6 months 
30 Sep 15 

$000 

 Audited 
 12 months 

31 Mar 15 
$000 

Balance at the beginning of the period  2,275,773  2,130,174 

Capital movements:

Acquisition of Sylvia Park’s lifestyle precinct (December 2014)  –  64,652 

Acquisition of Westgate Zone 7 (September 2015)  35,608  – 

Disposal of 205 Queen (remaining 50% June 2014)  –  (56,623)

Capitalised costs (including fees and incentives)  82,390  83,013 

Capitalised interest and finance charges  2,401  3,159 

Amortisation of lease incentives, fees and fixed rental income  (3,116)  (6,917)

 117,283  87,284 

Fair value change to investment properties  (2,622)  58,315 

Balance at the end of the period  2,390,434  2,275,773

Key estimates and assumptions: investment properties
Valuation process

All investment properties are presented at their 31 March 2015 independent valuations, adjusted 
for capital expenditure over the period as appropriate, with the exception of: Sylvia Park’s lifestyle 
precinct which was valued in December 2014; and Westgate Zone 7 which is presented at cost.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3.2 Funding
Interest bearing liabilities
The Group’s secured interest bearing liabilities are as follows:

 Unaudited 
30 Sep 15 

$000 

 Audited 
31 Mar 15 

$000 

Bank loans  607,000  643,000 

Fixed rate bonds  125,000  125,000 

Unamortised capitalised costs on fixed rate bonds  (1,455)  (1,622)

Interest bearing liabilities  730,545  766,378

Weighted average interest rate for drawn debt (inclusive of bonds, 
active interest rate derivatives, margins and line fees) 5.43% 6.02%

Weighted average term to maturity for the combined facilities  3.1 years  3.6 years

Bank loans
The bank loans are provided by ANZ Bank New Zealand, Bank of New Zealand, Commonwealth Bank 
of Australia and Westpac New Zealand.

The committed facilities totalled $775 million (31 March 2015: $775 million) and the undrawn facilities 
available totalled $168 million as at 30 September 2015 (31 March 2015: $132 million).

On 12 November 2015, the $775 million of bank debt facilities were refinanced on three, four and 
five-year terms, extending the weighted average term to maturity by 1.3 years.

Fixed rate bonds
On 6 August 2014, the Group issued $125.0 million of fixed rate bonds, bearing a fixed interest rate of 
6.15% per annum. The bonds mature on 20 August 2021. Interest is payable semi-annually in February 
and August in equal instalments.

Security
The bank loans and fixed rate bonds are secured by way of a Global Security Deed. Pursuant to the 
Deed, a security interest has been granted over all of the assets of the Group. No mortgage has been 
granted over the Group’s properties; however, the Deed allows a mortgage to be granted if an event 
of default occurs.

Notes to the consolidated financial statements: Financial position information
For the six months ended 30 September 2015
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Interest rate derivatives
The Group is exposed to changes in interest rates and uses interest rate derivatives to mitigate these 
risks by exchanging floating rate interest obligations for fixed rate interest obligations (commonly 
referred to as interest rate swaps).

Fair values ($000)
 Unaudited 

30 Sep 15 
 Audited 

31 Mar 15 

Interest rate derivative assets – non-current –  836 

Interest rate derivative liabilities – current  (78)  (21)

Interest rate derivative liabilities – non-current  (16,989)  (19,145)

Net interest rate derivatives  (17,067)  (18,330)

In conjunction with the 1 for 9 entitlement offer (refer to Note 1.5), interest rate swaps with a face 
value of $155 million were closed out during the period for a payment of $11.1 million. The fair value 
change to the remaining interest rate derivatives for the period was a loss of $9.9 million. The 
difference between these two amounts represents the movement in the net interest rate derivatives 
liabilities from 31 March 2015 to 30 September 2015.

Notional values, term and interest rates
 Unaudited 

30 Sep 15 
 Audited 

31 Mar 15 

Notional value of interest rate derivatives – active ($000)  400,000  500,000 

Notional value of interest rate derivatives – forward starting ($000)  165,000  295,000 

Total ($000) 565,000  795,000 

Weighted average term to maturity – active (years)  2.3  1.8 

Weighted average term to maturity – forward starting (years)  6.2  4.6 

Weighted average term to maturity (years)  3.5  2.8 

Weighted average interest rate – active1 3.77% 4.65%

Weighted average interest rate – forward starting1 4.30% 4.29%

Weighted average interest rate1 3.92% 4.51%

1. Excluding fees and margins.

Key estimate: fair value of interest rate derivatives
The fair values of interest rate derivatives are determined from valuations prepared by 
independent treasury advisers using valuation techniques classified as Level 2 in the fair value 
hierarchy (2014: Level 2). These are based on the present value of estimated future cash flows 
based on the terms and maturities of each contract and the current market interest rates at 
balance date. Fair values also reflect the current creditworthiness of the derivative counterparties. 
These values are verified against valuations prepared by the respective counterparties. The 
valuations were based on market rates at 30 September 2015 of between 2.84% for the 90-day 
BKBM and 3.50% for the 10-year swap rate (31 March 2015: 3.63% and 3.75%, respectively).

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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4. Other information

4.1 Segment information
Operating segments are reported in a manner consistent with the internal reporting provided to the 
chief operating decision maker. The chief operating decision maker, who is responsible for allocating 
resources and assessing performance of the operating segments, is the Chief Executive.

Operating segments have been determined based on the reports reviewed by the Chief Executive to 
assess performance, allocate resources and make strategic decisions. Consistent with the 2015 
Annual Report, the presentation of segment information for the comparative period has been 
realigned to reflect the latest information provided in those reports. 

The Group’s primary assets are investment properties. Segment information regarding investment 
properties is provided in Note 3.1.

The Group operates in New Zealand only.

The following is an analysis of the Group’s profit by reportable segments:

6 months ended 30 September (Unaudited)
Retail 
$000 

Office 
$000 

Other 
$000 

Total 
$000 

2015
Gross rental income  72,741  26,692  1,924  101,357 
Less: straight-lining of fixed rental increases (58) (1,176)  3 (1,231) 
Less: property operating expenditure (18,192) (6,295) (560) (25,047) 
Segment profit  54,491  19,221  1,367  75,079 

2014
Gross rental income  68,284  32,063  1,990  102,337 

Less: straight-lining of fixed rental increases (2) (1,490)  1 (1,491) 

Less: property operating expenditure (17,694) (6,981) (685) (25,360) 

Segment profit  50,588  23,592  1,306  75,486

Segment profit 2015 Segment profit 2014

 72% Retail

 26% Office

 2% Other

 67% Retail

 31% Office

 2% Other

Notes to the consolidated financial statements: Other information
For the six months ended 30 September 2015
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A reconciliation of the total segment profit to the profit before income tax reported in the 
Consolidated Statement of Comprehensive Income is provided as follows:

 Unaudited 
 6 months 
30 Sep 15 

$000 

 Unaudited 
 6 months 
30 Sep 14 

$000 

Total profit for reportable segments  75,079  75,486 

Property management fee income  184  160 

Interest income  115  309 

Straight-lining fixed rental increases  1,231  1,491 

Interest and finance charges  (16,952) (27,847) 

Management and administration expenses  (8,079) (7,524) 

Other income/expenses  (6,549) (15,588) 

Profit before income tax  45,029  26,487

4.2 Commitments 
The following costs have been committed to but not recognised in the financial statements as they 
will be incurred in future reporting periods:

 Unaudited 
30 Sep 15 

$000 

Audited 
31 Mar 15 

$000 

Development costs at LynnMall Shopping Centre 6,796  25,461 

Development costs at The Majestic Centre 4,232  4,107 

Development costs at 56 The Terrace 17,469  30,656 

Development costs at 44 The Terrace 4,485  – 

Acquisition costs for Westgate Zone 7 47,085  – 

80,067  60,224

4.3 Subsequent events 
On 17 November 2015 the board declared an interim cash dividend of $41.8 million to shareholders 
for the six months ended 30 September 2015. The payment comprises a cash dividend of 
3.30 cents per share (cps) together with imputation credits of 0.78 cps. The dividend record date is 
3 December 2015 and payment will occur on 17 December 2015. 

On 12 November 2015, $775 million of bank debt facilities were refinanced. Refer to Note 3.2 for 
further details.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Independent review report
to the shareholders of Kiwi Property Group Limited

Report on the interim financial statements 
We have reviewed the accompanying financial statements of Kiwi Property Group Limited (the ‘Company’) 
and its controlled entities (together the ‘Group’), which comprise the consolidated statement of financial 
position as at 30 September 2015, and the consolidated statement of comprehensive income, the 
consolidated statement of changes in equity and the consolidated statement of cash flows for the period 
ended on that date, and selected explanatory notes. 

Directors’ responsibility for the interim financial statements 
The Directors are responsible on behalf of the Company for the preparation and presentation of these 
financial statements in accordance with New Zealand Equivalent to International Accounting Standard 34 
Interim Financial Reporting (‘NZ IAS 34’) and for such internal controls as the Directors determine are 
necessary to enable the preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Our responsibility 
Our responsibility is to express a conclusion on the accompanying financial statements based on our review. 
We conducted our review in accordance with the New Zealand Standard on Review Engagements 2410 
Review of Financial Statements Performed by the Independent Auditor of the Entity (‘NZ SRE 2410’). NZ SRE 
2410 requires us to conclude whether anything has come to our attention that causes us to believe that the 
financial statements, taken as a whole, are not prepared in all material respects, in accordance with NZ IAS 
34. As the auditors of the Group, NZ SRE 2410 requires that we comply with the ethical requirements relevant 
to the audit of the annual financial statements. 

A review of financial statements in accordance with NZ SRE 2410 is a limited assurance engagement. The 
auditors perform procedures, primarily consisting of making enquiries, primarily of persons responsible for 
financial and accounting matters, and applying analytical and other review procedures. The procedures 
performed in a review are substantially less than those performed in an audit conducted in accordance 
with International Standards on Auditing (New Zealand). Accordingly we do not express an audit opinion on 
these financial statements. 

We are independent of the Group. Our firm carries out other services for the Group in the areas of audit and 
other related assurance services. The provision of these other services has not impaired our independence.

Conclusion 
Based on our review, nothing has come to our attention that causes us to believe that these financial 
statements of the Group are not prepared, in all material respects, in accordance with NZ IAS 34.

Restriction on use of our report
This report is made solely to the Company’s shareholders, as a body. Our review work has been undertaken 
so that we might state to the Company’s shareholders those matters which we are required to state to them 
in our review report and for no other purpose. To the fullest extent permitted by law, we do not accept or 
assume responsibility to anyone other than the Company and the Company’s shareholders, as a body, for 
our review procedures, for this report, or for the conclusion we have formed.

Chartered Accountants Auckland
17 November 2015
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Directory

Company

Kiwi Property Group Limited
Level 14, DLA Piper Tower
205 Queen Street
PO Box 2071
Shortland Street
AUCKLAND 1140

Telephone: +64 9 359 4000
Facsimile: +64 9 359 3997
Website: kp.co.nz
Email: info@kp.co.nz

Bond Trustee

New Zealand Permanent Trustees Limited
Level 9
34 Shortland Street
PO Box 1598
Shortland Street
AUCKLAND 1140

Telephone: +64 9 985 5300
Facsimile: +64 9 302 3696
Website: trustee.co.nz
Email: enquiry@trustee.co.nz

Security Trustee

Public Trust
Level 9
34 Shortland Street
PO Box 1598
Shortland Street
AUCKLAND 1140

Telephone: +64 9 985 5300
Facsimile: +64 9 302 3696
Website: publictrust.co.nz
Email: info@publictrust.co.nz

Registrar

Link Market Services Limited
Level 7, Zurich House
21 Queen Street
PO Box 91976
AUCKLAND 1142

Telephone: +64 9 375 5998 or 0800 377 388
Facsimile: +64 9 375 5990
Website: linkmarketservices.co.nz
Email: enquiries@linkmarketservices.co.nz

Auditors

PricewaterhouseCoopers New Zealand
PwC Tower
188 Quay Street
Private Bag 92162
AUCKLAND 1142

Telephone: +64 9 355 8000
Facsimile: +64 9 355 8001
Website: pwc.co.nz

Bankers
ANZ Bank New Zealand
Bank of New Zealand
Commonwealth Bank of Australia
Westpac New Zealand

Valuation panel
Bayleys Valuations Limited 
CBRE Limited
Colliers International New Zealand Limited
Jones Lang LaSalle Limited
Savills (NZ) Limited
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