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Key Terms of the Debt Security 

 The bonds are issued by Peet Limited (PPC) the holding 

company for the Peet Group. 

 The bonds are senior ranking but unsecured. 

 The bonds are guaranteed by certain wholly-owned subsidiaries 

that have guaranteed other group indebtedness. 

 PPC has early redemption rights exercisable upon the 

occurrence of a tax event, change of control event or when a 

clean-up condition exists. 

 Bond holders have early redemption rights exercisable upon the 

occurrence of a change of control event. 

 A negative pledge limits secured debt to no more than 40% of 

the total assets used in the gearing ratio calculation. (Test: 

11.0%, as at 30 June 2016) 

 Total debt is not to exceed 50% of the total assets used in the 

gearing ratio calculation. (Test: 29.7%) 

 Compliance with the negative pledge and the limitation on total 

debt cannot be calculated from the statutory accounts and is not 

reportable to note holders. A breach of either is an event of 

default. 

Creditworthiness of Security Issuer 

PPC is a developer of broad acre residential estates that originated 

in Western Australia, moved into Victoria in 1997 and now operates 

nationwide except in Tasmania. PPC also runs a funds management 

business, which sources equity and debt for acquisition of land for 

residential development, and enters into land development joint 

ventures with governments, statutory bodies and private parties. PPC 

focuses on developing high-quality master planned communities in 

the growth corridors surrounding Australia’s major cities and currently 

manages a land bank of approximately 48,000 lots valued at $12 

billion. At fiscal year end, the funds management and joint venture 

businesses held 70% of the land bank. 

Financial Year (Fiscal) 2016 was a challenging year with weak 

property market conditions prevailing in Western Australia and the 

Northern Territory. This was partially offset by stronger performance 

in NSW, ACT and Victoria.  Indeed, Victoria has become increasingly 

important as the WA market has diminished. Revenue from the sale 

of land fell by almost one-third to $213.3 million but PPC’s share of 

profit from associates and joint ventures increased by 160% to $16.7 

million. This amount is included in the calculation of EBITDA, which 

was down 3% on the prior year, at $89.8 million. Earnings from funds 

management and joint ventures account for 60% of EBITDA. 

Statutory net profit after tax attributable to PPC shareholders was 

11% higher at $42.6 million. The improved result is due to reduced 

finance costs and tax payable.  

PPC uses vendor finance for some land acquisitions, which can be 

amortised over a number of years. Vendor loans at the end of fiscal 

2016 totaled $89.3 million. Other borrowings totaled $267 million, of 

which $100 million is the Peet bonds and the remainder is secured 

bank debt. The Peet bonds have pushed PPC’s weighted average 

debt maturity to 3.7 years, from 2.0 years.  

Writing back capitalised interest and finance charges gives a gross 

expense of $21 million incurred in fiscal 2016. EBIT cover of this 

amount is 3.8 times. Cash coverage is 4 times, if payments of $50.4 

million for the purchase of land are excluded. Shareholders’ funds 

cover 50% of total assets.  

During the year PPC acquired the Whole Green estate in 
Melbourne’s western corridor to add to its land bank and commenced 
working with the South Australian government on an 850 residence, 
urban renewal project that will incorporate industry, healthcare, 
research precincts, at Tonsley. PPC also entered into a conditional 
agreement with the University of Canberra for a residential 
development of 3,300 dwellings. 

Credit Strengths 

 PPC has diversified revenue streams from development of 

residential housing estates in its own right, on behalf of its joint 

venture partners, and through its fund management activities. 

 Development risk is minimised through inclusion of third parties.  

 PPC holds a substantial land bank which will ensure future 
development work. 

Credit Risks 

 Development of residential estates from broad acre holdings is a 

risky activity. 

 An increase in interest rates could adversely impact the value of 

these holdings.  

 A deterioration in economic conditions could also lengthen the 

holding period, adversely effecting profitability upon realisation.  

Key Financial Statistics 

As at June 30, 2016  

Profitability 
NPAT /Shareholders’ funds - % 

8.33% 

Leverage 
Shareholders’ funds / Total assets - % 

50.25% 

Ability to meet interest payments 
EBIT / Interest expense - times (x) 

3.77x 

Liquidity 
Current assets / Current liabilities - times (x) 

2.38x 

Source: Peet Limited 2016 Annual report  

Credit Rating  

The ‘BB+’ credit rating on the PPCHB bonds reflects the 

intermediate credit quality the issuer, Peet Limited.  

Combined with the Product Complexity Indicator, the Peet 

Bonds are rated ‘BB+/GREEN’. 

 

Product Complexity 

The GREEN Product Complexity Indicator assigned to the Peet Bonds 

indicates a simple corporate bond.  
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Credit Rating Scale 

This Credit Rating Research Report is based on publicly available 

information only and did not involve any meeting or engagement with 

the issuer. 

The Australia Ratings credit rating is an opinion about the 

creditworthiness of a specific debt security. It takes into account the 

creditworthiness of the organisation and any guarantees or other 

forms of credit enhancement on the obligation.  

Australia Ratings defines creditworthiness as the probability of 

default of an issuer on its obligations in relation to a particular 

security. It is not a recommendation to buy, sell or hold a particular 

security. 

 

 

Product Complexity Indicator

Disclaimer 

This report was prepared solely by Australia Ratings Pty Ltd. ASX did 

not prepare any part of the report and has not contributed in any way 

to its content. The role of ASX in relation to the preparation of the 

research reports is limited to funding their preparation, by Australia 

Ratings Pty Ltd in connection with the ASX Debt & Hybrid Research 

Scheme.  

ASX does not provide financial product advice. The views expressed 

in this research report may not necessarily reflect the views of ASX. 

To the maximum extent permitted by law, no representation, 

warranty or undertaking, express or implied, is made and no 

responsibility or liability is accepted by ASX as to the adequacy, 

accuracy, completeness or reasonableness of the research reports. 

Australia Ratings has made every effort to ensure the reliability of the 

views and rating expressed in this report and those published on its 

websites. Australia Ratings research is based upon information 

known to us or which was obtained from sources which we believed 

to be reliable and accurate at time of publication. This report has 

been prepared on publicly available information and the rating is a 

point in time assessment as of the report date.  The report will be 

reviewed after the release of the next annual accounts. 

This report is prepared for general information only, and as such, 

individual circumstances have not been taken into consideration. 

Individuals should therefore discuss, with their financial planner or 

advisor, the merits of each rating for their own specific circumstances 

and realise that not all investments will be appropriate for all 

subscribers.  

To the extent permitted by law, Australia Ratings and its employees, 

agents and authorised representatives exclude all liability for any loss 

or damage (including indirect, special or consequential loss or 

damage) arising from the use of, or reliance on, any information 

within the report whether or not caused by any negligent act or 

omission. If the law prohibits the exclusion of such liability, Australia 

Ratings hereby limits its liability, to the extent permitted by law, to the 

resupply of the said information. 

Copyright 

Australia Ratings has licensed this rating and product complexity 

indicator to the ASX. No part of this report may be reproduced or 

republished, in any form or by any means, including electronic or 

mechanical methods, without the prior written permission of Australia 

Ratings. Organisations and individuals wishing to do so should 

contact Australia Ratings to discuss appropriate licensing of the 

material. 

Financial Services Guide 

The Financial Services Guide provides information about Australia 

Ratings to help you decide whether to use the services it offers. For 

more information about the Financial Services Guide, visit our 

website.  

Contact Information 

E-mail: info@australiaratings.com 

A Product Complexity Indicator is a colour coded indicator to help 

differentiate debt securities which may have similar credit attributes. 

It helps highlight complexity in the terms and conditions of a 

security that could rise to unanticipated variability or change in the 

returns from the investment. 

Credit Rating & Product Complexity Methodology 

Australia Ratings methodology for its research as part of the ASX 

Research Scheme can be downloaded from its website.  

http://www.australiaratings.com/
http://www.australiaratings.com/fsg
mailto:info@australiaratings.com

