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Important information

This Investor Update has been prepared on behalf of Westpac Funds Management Limited
(ABN 28 085 352 405, AFSL 233 718) (“WFML”), the Responsible Entity of and issuer of units in 
the Westpac Office Trust (the “Trust ” or “WOT”). 

An investment in the Trust is not an investment in, deposit with or other liability of Westpac 
Banking Corporation (ABN 33 007 457 141) (“Westpac ”) and is subject to investment and other 
risks. None of Westpac, WFML, nor any other entity in the Westpac Group gives any assurance 
as to the performance of the Trust or the repayment of capital. 

The information in this Investor Update:

• is current as at the date of this Investor Update, except as otherwise noted;
• is of a general nature only, and is not financial product or tax advice; and
• does not take into account your investment objectives, financial situation or particular needs.

You should, before acting on this information, consider its appropriateness having regard to your 
objectives, financial situation and needs. 

Past performance is not a reliable indicator of future performance. All forecasts are predictive in 
character, and as the results may be affected by incorrect assumptions or unknown risks, the 
results ultimately achieved may vary. 
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Westpac Office Trust – Well positioned in uncertain markets

• Resilient property portfolio
– 100% Australian markets exposure
– 94% exposure to Sydney
– 100% occupancy* and 10.2 year WALE**

• At 30/6/08
– 98% of portfolio independently revalued
– Weighted average cap rate increased 0.34% to 6.22%

• Robust financial structure
– No debt facilities maturing until July 2011
– 100% interest rate hedged until November 2011
– Adequate headroom on debt covenants

• At 30/6/08
– Early refinance of $251m term debt facility.
– Improved term debt facility LVR ***covenant to 70%

• Low risk, predictable distributions growth
– Investment income only. No fees or trading profits 
– No capital or currency hedges
– 7% total lease expiry prior to 2014 and 3.5%pa structured portfolio rental growth

• At 30/6/08
– Distribution Policy from FY09
– DPU = Core EPU less operating capex. & re-leasing costs (including tenancy incentives)

*  
Vacancy of 1.8% covered by rental guarantee on Cannon Hill 2 until August 2010
** Weighted Average Lease Expiry at 30 June 2008
*** Loan to Value ratio
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Key Performance Summary FY08

• Distributable Profit $31.9m (FY07 - $25.9m)* + 23.2%

• Earnings Per Unit 6.62c (FY07 – 5.69c)* + 16.3%

• Distributions Per Unit (100% tax deferred) 7.25c (FY07 - 7.13c) + 1.7%

• Net Distributions Per Instalment Receipt 4.00c (FY07 - 3.88c) + 3.1%

• NTA Per Unit $1.24 (FY07 - $1.32) - 6.1%

• NTA Per Instalment Receipt $0.74 (FY07 - $0.82) - 9.8%

• Total Portfolio Property Value** $1,287m (FY07 - $1,150m) + 11.9%

• Weighted Average Portfolio Capitalisation Rate 6.22% (FY07 - 5.88%) + 34bps

*  Distributable profit normalised for construction debt of $13.4m expensed post practical completion of Westpac Place, prior to rental commencement

** Independent valuations on 98% of portfolio. 4 assets acquired during the year for $165m, less revaluation of -$28m.
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Financial Summary

(1)   FY08 property income increased through 
full year rental from Westpac Place and 3 
acquisitions generating rental income in 
FY08.

(2)   Change in Fair Value of Investment 
Property includes property revaluations, 
upfront costs written off against the 
valuation of the property, and straight line 
rental adjustment.

(3)   Other Expenses include RE fees, 
performance fee, and operation 
expenses.

(4)   Normalised distributable earnings through 
the add back of $13.4m construction debt 
interest expensed in FY07 prior to rental 
commencement on Westpac Place.

(5) FY08 Gross distributions include $3.0m 
capital return resulting in an FY08 payout 
ratio of 109%.

FY08 FY07    Variance
($m) ($m)

Income Statement (A-IFRS)
Property Income (1) 98.6 64.9�

Interest Income 3.4 3.2
Change in Fair Value of Investment Property (2) -               76.3
Other Income 23.9 20.8
Total Income 125.8 165.2

Finance Expense (52.4) (38.8)
Change in Fair Value of Investment Property (2) (60.5) -             

Property Outgoings (10.3) (6.5)
Other Expenses (3) (7.1) (4.6)
Net Profit (4.5) 115.3

A-IFRS Adjustments
Straight Line of Rental Income (10.7) (8.4)
Change in Fair Value of Investment Property 60.5 (76.3)
Change in Fair Value of Interest Rate Swaps (14.8) (18.6)
Amortisation of Debt Establishment Fees 1.3 0.5
Distributable Earnings 31.9 12.5�

Normalised Distributable Earnings (4) 31.9 25.9
Gross Distributions (5) 34.9 32.4
Gross Distributions (cpu) 7.25 7.13
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Capital Management – Debt 

• Weighted Average Interest Rate (1) as at 30 June 2008 6.54%

• Weighted Average Drawn Debt Duration 3.3 yrs

(1) Inclusive of margin and line fees

Debt Expiry Profile

$251m

$505m

0

100

200

300

400

500

600

Jun-08

Dec-08
Jun-09

Dec-09

Jun-10

Dec-10
Jun-11

Dec-11

$m
 D

eb
t

CMBS Debt Facility

Term Debt Facility



8Westpac Funds Management Limited

Capital Management – Hedging 
• Weighted Average Hedge Interest Rate(1) as at 30 June 2008 6.00%
• Weighted Average Hedge Interest Rate(1) until FY2011 6.00%

• Weighted Average Hedge Duration 4.7 yrs

(1) Excluding margin and line fees

Hedging Maturity Profile
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Capital Management – Term Debt covenants

Interest Cover Ratio 31.12.07 30.06.08 Covenant

• Interest Cover 1.68x 1.83x 1.50x
• Major investment grade tenant (e.g. Westpac, Woolworth, or IBM) must default for ICR covenant to 

be triggered

Loan to Value Ratio 31.12.07      30.06.08   Covenant

Trust Gearing (Debt / Total Assets) 51.7% 53.9% N/A

• Loan to Value (Drawn Debt / Property Valuation) 56.0% 57.6% 70%
• Portfolio value must fall by 16% (159 bps on cap. rate) for LVR covenant to be breached 
• Pricing step up of 0.25% on Term Debt if LVR exceeds 65%
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Capital Management – Summary

• 100% interest rate* hedged until November 2011

• No debt facility renewal until July 2011

• All debt and assets A$ denominated. 

• Trust Gearing  (debt / total assets) 53.9%

• 30.06.08 actual LVR**/ICR*** 50.6%/1.83x

• Term debt covenant LVR/ICR  70.0%/1.50x 

*     Excluding debt margin and line fees

**    Loan to Value ratio

***  Interest Cover ratio 
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Portfolio Profile – Sydney Focus

• Westpac Place – prime asset in Sydney CBD (62% portfolio value)

• Exposure to Sydney suburban markets (32% portfolio value)

• Exposure to Brisbane and Adelaide markets (6% portfolio value)

Portfolio by Location and Value
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Portfolio Profile – Quality Covenants

• 96% rental from investment grade tenants

• Improving tenant diversity through 1H08 acquisitions
• Rental growth underpinned by fixed increases in all leases

Tenants by Income
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Portfolio Profile – Strong WALE
• 100% Occupancy* 
• Portfolio WALE** of 10.2 years 
• No material lease expiry until August 2011

* Vacancy of 1.8% covered by rental guarantee on Cannon Hill 2 until August 2010
** Weighted Average Lease Expiry at 30 June 2008
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Portfolio Metrics movement at 30 June 2008

Building Valuation Valuation Valuation Valuation Cap Ra te Cap Rate Cap Rate

30/06/2008 ( 1) 31/12/2007 Change  Change % 30/06/2008 31/12/2007 Change  %
Westpac Place $805.0m $820.0m -$15.0m -1.83% 5.75% 5.50% 0.25%

Woolworths NSO $250.0m $270.0m -$20.0m -7.41% 6.75% 6.15% 0.60%

Pennant Hills (3)             $101.5m $92.5m $9.0m 9.73% 7.25% 7.25% 0.00%

Kensington $39.1m $41.0m -$1.9m -4.63% 6.75% 6.10% 0.65%

Cannon Hill 2 (4)               $29.7m (4)                  $31.2m -$1.5m -4.65% 7.25% 6.75% 0.50%
Cannon Hill 1  (2) $21.9m $22.5m -$.6m -2.78% 7.25% 6.75% 0.50%

Macquarie Park (50%) $20.5m $21.3m -$.8m -3.53% 8.00% 7.00% 1.00%

Bedford Park $19.7m $20.3m -$.6m -2.72% 7.75% 7.50% 0.25%

Total (5) $1,287.4m $1,318.7m -$31.3m -2.37% 6.22% 5.88% 0.34%

(1) Independent Valuations at 30/06/08, with the exception of Cannon Hill 1
(2) Directors Valuation at 30/06/08. Prior Independent Valuation at 31/12/07.  
(3) Inclusive of $8.6m of capital expenditure on the upgrade programme for the facility.
(4) At practical completion.
(5) Capitalisation rates calculated on a weighted average basis.
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Portfolio Metrics at 30 June 2008

Property Tenant
Portfolio 

% Book Value Cap Rate
Passing 

Yield 10yr IRR WALE

Net Passing 
Rent per 
sqm  (1)

Net Market 
Rent per 
sqm (1)

Fixed Lease 
Increases

(A$m) (A$) (A$)
Jun-08 Jun-08 Jun-08 Jun-08 Jun-08 Jun-08 Jun-08

Westpac Place Westpac 62.5% $805.0m 5.75% 5.75% 8.70% 10.0 yrs $470 - $700 $481 - $701 4% pa

Woolworths NSO Woolworths 19.4% $250.0m 6.75% 7.19% 8.83% 12.3 yrs $327 $282 2.75% pa

Pennant Hills (2) IBM 7.9% $101.5m 7.25% 7.28% 8.46% 6.2 yrs $250 $259 6% biannually

Kensington UNSW 3.0% $39.1m 6.75% 6.47% 8.74% 23.5 yrs $237 $292 3% pa

Cannon Hill 2 Honeywell 2.3% $29.8m 7.25% 7.02% 9.12% 5.4 yrs $343 $363 3.4% pa

Cannon Hill 1 Westpac 1.7% $21.9m 7.25% 6.12% 9.25% 6.4 yrs $255 $345 3.5% pa

Macquarie Park (50%) Westpac 1.6% $20.5m 8.00% 8.65% 9.30% 6.3 yrs $297 $275 2.5% pa

Bedford Park Westpac 1.5% $19.7m 7.75% 7.72% 9.12% 11.3 yrs $250 $250 3.5% pa
Total / Weighted 
Average 100.0% $1,287.4m 6.22% 6.28% 8.74% 10.2 yrs $426 $418 3.5% pa

Note: Source: Independent valuations and Westpac 
(1) excluding carparking and Westpac Place Retail. 
(2) Passing yield based on valuation plus capex commitment of $29.5m
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Property Profile Summary
• Total Portfolio Valuation $1,287m

• Net Property Rental $82.9m

• Portfolio Capitalisation Rate 6.22%

• Portfolio Passing Yield 6.28%

• Portfolio Cap Rate (excluding Westpac Place) 7.00%

• Portfolio IRR 8.74%

• Occupancy rate (1) 100%

• Average 5yr fixed rental growth (2) 3.5% pa

• Weighted Average Lease Expiry 10.2 yrs

(1) Vacancy of 1.8% due to rental guarantee on Cannon Hill 2

(2) Calculated from FY2009 and assumes lease renewal on 7% vacancy during period. The Trust’s 5 year rental income growth is 2.5% 
including Westpac Place rental variation agreement.
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Distribution Policy

• Revised distribution policy;

– DPU = EPU less provision for operating capex and re-leasing costs 
(including tenancy incentives)

– Operating capex and re-leasing costs consistent with independent 
valuation assumptions

– 50% of re-leasing costs treated as rent free, with remaining 50% as 
capital provision

• Net Distributions reduced by 15% from FY08 (4.0cpu) to FY09 (3.4cpu) due to 
revised distribution policy and refinance costs
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Market Outlook

• Weaker global outlook from 2H08 events will delay and extend the property sector 
recovery.

• Transaction flows will not resume until purchasers see financial markets bottoming.

• The cycle of yield easing and devaluation will continue through FY09.

• Markets and sectors evidencing continuing rental growth will be more resilient.

• Sydney CBD office fundamentals are easing but , even factoring in weak FIBS* 
sector demand, vacancy will stay below long term trend until at least 2012.

• Rental growth is slowing to 3-5% pa for Sydney in 2009-10

• Development pipeline beyond 2010 will be extended. 

.

* Finance, Insurance & Business Services
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Fund Outlook

• Manager has moved early to recognise the 
yield easing cycle.

• Minimal near term vacancy risk, structured 
rental growth, high quality tenants and a 
Sydney focus should provide resilience to 
continuing yield movement.

• The Manager is reviewing options to reduce 
gearing in FY09.

• Steps taken at year end place the Trust in a 
stable position to deliver predictable and 
sustainable distributions from underlying 
earnings.

• FY09 distribution guidance of 6.65 cents per 
unit or 3.40 cents net after payment of 
instalment debt interest of 3.25 cents per unit, 
100% tax deferred.
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Appendix 1 - Fund Investment Criteria

Location

Occupancy

In major metropolitan locations in Australia or New Zealand

Tenant

Lease

Asset New or contemporary commercial properties of high quality

Wholly or substantially leased to one tenant

Tenanted by significant corporations of investment grade credit rating 
or tenants of equivalent quality 

Completed and tenanted properties or pre-committed development 
projects that satisfy these criteria on completion

Development
Where the acquisition is a development project, on terms that ensure 

the Trust will not be exposed to material project delivery risk

Returns
Properties that increase the opportunity to improve returns to 

investors
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Appendix 2 – 30 June 2008 Balance Sheet

Westpac Office Trust and Controlled Entities
Consolidated Balance Sheet (summarised) as at 30 Ju ne 2008

Jun-08 Jun-07 Variance
($'000) ($'000) ($'000)

Assets
Cash and Equivalents 45,831 51,353 (5,522)
Receivables and Other 4,424 1,844 2,580
Fair Value of Financial Instruments 43,494 23,497 19,997
Investment Properties 1,281,063 1,150,346 130,717
Total Assets 1,374,812 1,227,040 147,772

Liabilities
Payables 23,230 3,461 19,769
Interest Bearing Liabilities 739,289 568,983 170,306
Other Liabilities and Deferred Income 6,175 10,646 (4,471)
Total Liabilities 768,694 583,090 185,604

Net Assets Attributable to Unitholders 606,118 643,950 (37,832)

NAV Per Unit (1) 1.24              1.32              
NAV Per IR (1) 0.74              0.82              

Note: (1) After provisioning for June quarter distribution
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Appendix 3 – Income and Distribution Statement Result to 30 June 2008

Westpac Office Trust and Controlled Entities
Consolidated Financial Summary for the year ended 3 0 June 2008

Jun-08 Jun-07 Variance
($'000) ($'000) ($'000)

Rental Income 98,553 64,922 33,631
Interest Income 3,401 3,238 163
Change in Fair Value of Investment Property 0 76,253 (76,253)
Fair Value of Interest Rate Swap 14,756 18,602 (3,846)
Other Income 9,096 2,192 6,904
Total Income 125,806 165,207 (39,401)

Trust Management Fee (6,110) (3,412) (2,698)
Amortisation of Debt Establishment Costs (1,295) (461) (834)
Change in Fair Value of Investment Property (60,532) 0 (60,532)
Interest costs (51,088) (38,805) (12,283)
Other Expenses (11,235) (7,238) (3,997)
Total Operating Expenses (130,260) (49,916) (80,344)

Net Distributable Income (4,454) 115,291 (119,745)

Distribution Summary

Net Distributable Income (4,454) 115,291 (119,745)
Add / (Deduct) Non-Cash Items:

Amortisation of Debt Establishment Costs 1,295 461 834
A-IFRS Adjustments 35,096 (103,255) 138,351

Capital Return 2,981 19,935 (16,954)

Total Cash Distributions 34,918 32,432 2,486
Less: Interest Deducted on Instalment Receipts (15,636) (14,783) (853)

Net Cash Payment 19,282 17,649 1,633

Cash Distribution (cents per unit) 7.25 7.13
Cash Distribution (cents per Instalment Receipt) 4.00 3.88
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Appendix 4 - Instalment Receipt (IR) Structure

• At a marginal income tax rate of 30%, the post tax distribution yield reduces to 12.15%
• The instalment debt liability resides with the unit holders, not the Trust

Cash Yield Analysis - FY2009

cents 
(1)

Yield 

Forecast 2008 Gross cash distribution per Unit 6.65 0.86 ## 7.73%

Instalment debt interest per Instalment Receipt 
(2)

(3.25) (0.50) ##

Forecast 2008 Net cash payment per Instalment Receipt 3.40 0.36
(3)

9.44%

If unit holder entitled to a personal tax deduction  at

46.5% marginal tax rate
(4)

Tax saving on interest 1.51 ## 4.20%

Post Tax Yield (pre capital gains tax)(4)
4.91 ## 13.64%

Note:

(1) The forecast 2008 distribution is expected to be 100% tax deferred 

(2) IR interest is based on 50 cents IR debt at 6.5% until November 2011

(3) Figures calculated using 29 September 2008 price of $0.36 per IR

(4) Based on a marginal income tax rate of 46.5% including Medicare levy and assuming the investor is entitled to the

interest deduction. This calculation does not take account of tax on the sale of instalment receipts. 

Price ($)
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Appendix 5 - Property Profile : Westpac Place, 275 Kent St, Sydney

• Westpac Place, the Head Office of Westpac Banking Corporation, is located in the quickly improving 
Western Corridor of Sydney CBD.

• Following the bank pre-committing to a long term lease of the entire office component of the project the 
Trust acquired the site in 2003 and funded  construction which was completed in 2006

• The building provides Premium grade office accommodation, a Food Court precinct, a Childcare Centre 
and a public garden

• Westpac Place has won a number of prestigious construction and property industry awards and, with a 
total net lettable area of over 77,000 sq.m. is one of the largest office buildings in Australia.
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Appendix 6 - Property Profile : Woolworths NSO, Norwest Business 
Park, Baulkham Hills, NSW 

• Woolworths National Support Office was developed by Woolworths Ltd. for its own occupation and the 
Trust acquired the property on completion in 2005.

• The corporate campus design provides almost 45,000 sq.m. of accommodation and includes retail units 
and cafes, sports facilities and an Auditorium.

• Woolworths has a long term commitment to the property, through lease term and options totalling 45 years 
and the design therefore incorporates expansion potential with a fourth wing of 13,000 sq.m. plus surplus 
land.

• As one of the largest corporate campus facilities in the country Woolworths NSO is a flagship project in 
one of Sydney’s largest metropolitan business parks, Norwest Business Park located 20km north west of 
Sydney CBD
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Appendix 7 - Property Profile : 221 Anzac Parade, Kensington, Sydney 

• Locations adjoining leading Universities offer increasingly attractive growth prospects and development 
opportunities responding to demand from knowledge based commercial activities. The UNSW Building is 
an example, having been developed to house commercial partners working with the University of NSW. 

• The property was completed in 2005 and acquired by the Trust in 2006 subject to a 25 year lease of the 
entire property to the University.

• Located immediately adjacent to the UNSW Kensington campus, 5km south of the Sydney CBD, the 
property has a total net lettable area of 10,685 sq.m and received the Royal Institute of British Architects 
2007 International Award  
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Appendix 8 - Property Profile : 33 Corporate Drive, Cannon Hill, QLD

• This property was pre-committed to Westpac Banking Corporation prior to construction in 2003 and 
acquired by the Trust in 2007 with 7 years unexpired on the lease.

• The unusual exterior frame design optimises the efficiency and flexibility of the large floorplate of over 
4000 sq.m and has provision for a potential addition of a further 1,000 sq.m. 

• The property commands a prime position in the Southgate Corporate Park located 7km east of Brisbane 
CBD.
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Appendix 9 - Property Profile : Laffer Drive, Bedford Park, SA

• Located 13km south east of Adelaide CBD the property has a net lettable area of 6,174 sq.m over two 
levels and is located in a commercial precinct adjoining Flinders University campus.

• The Trust acquired the property from Westpac Banking Corporation subject to a new 12 year leaseback 
from the bank. Settlement occurred in January 2008.
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Appendix 10 - Property Profile : 55 Coonara Drive, West Pennant Hills, 
NSW
• Located 26km north-west of Sydney CBD and 9km north of Parramatta. 

• The property has a net lettable area of 34,080 sq.m, comprising a campus of seven interconnected low-
rise buildings with approximately 1,600 parking spaces.

• The property is surrounded by extensive bushland on a 26 hectare site with potential for further 
development.

• IBM is the single tenant with a WALE of 6.2 years from 30 June 2008
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Appendix 11 - Property Profile : 19 Corporate Drive, Cannon Hill, QLD

• Practical completion of the property occurred in May 2008, with settlement occurring on 20th August 
2008. 

• The property commands a prime position in the Southgate Corporate Park located 7km east of Brisbane 
CBD. The property is the Trust’s second acquisition with the Park.

• The Park has attracted quality corporate tenants over the last 5 years.

• The property has a net lettable area of 6,000 sq.m over 2 levels, with 110 undercover parking spaces.

• 2,500 sq m has been leased to Honeywell Ltd on a 10 year net lease. Negotiations are progressing well 
on the remaining 3,500 sq m, with a 2 year rental guarantee obtained from the developer for any vacant 
space at practical completion.

• The Brisbane office market is currently reported to have an overall vacancy of less than 1% with 
significant levels of new supply not due for completion until 2009. 
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Appendix 12 - Property Profile : 66-78 Talavera Road, Macquarie Park, NSW

• Located 16km north-west of Sydney CBD and 1km from the new Macquarie Park railway station. 

• The property is situated within the Macquarie Park Corridor which has been earmarked by both the State 
Government and Ryde Council for higher density development.

• The property is a purpose built data centre with Westpac as the single tenant and a WALE of 6.3 years 
from 30 June 2008

• The property has a net lettable area of 11,323 sq.m over 3 levels, with 128 parking spaces.
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Contact Details

Keith Grayson

Fund Manager

Westpac Funds Management Limited

02 8254 8396

kgrayson@westpac.com.au 

Alternate Contact:
Lee Doyle
Fund Analyst
02 8253 3824
ldoyle@westpac.com.au

Website: www.westpacfunds.com.au


