
 

 

 

 

 
21 June 2016  

 

 

 

Dear Investor 

 

CorVal Property Trust No 2 – trust update 
 

As an investor in the CorVal Property Trust No 2 (CPT2), we provide you with an important update with 

respect to your investment. 

 
CPT2 was established in August 2011 and holds the following two property investments: 

- A 49.99% interest in the Australian Red Cross Blood Service property located at 17 O’Riordan Street, 

Alexandria, NSW; and 

- 17 Moore Street, Canberra, ACT. 

 
The initial term of CPT2 as outlined in the Product Disclosure Statement (PDS) was expected to be between 

five (August 2016) to seven (August 2018) years, unless investors elected to sell the trust assets earlier and 

wind the trust up, or conversely, extend the term of the trust. 

 
We would like to now update you on some important developments with respect to the two property 

investments of CPT2. 

 
Australian Red Cross Blood Service property (Red Cross) 

CPT2 acquired it’s 49.99% interest in the Red Cross building, via an investment into the O’Riordan Street 

Trust (the trust that owns the property) based upon a purchase price of $71.0 m (for a 100% interest in the 

property). 

 
As disclosed in the PDS, the other 50.01% owner of the O’Riordan Street Trust is an entity in which Andrew 

Roberts (RF Capital) has a beneficial interest. 

 
An investment entity of Andrew Roberts’ is also a 50% shareholder in CorVal. 

 
Since making this investment, we are pleased to advise the valuation for the property (on a 100% basis) 

has steadily increased as below: 

 
Valuation date Valuer Valuation 
30.6.12 Colliers $74.0 m 
30.6.13 CBRE $77.5 m 
30.6.14 Colliers $83.5 m 

30.6.15 Colliers $88.0 m 
 

Based upon the high quality tenant covenant, length of lease term through until January 2031, low interest 

rate environment that we now find ourselves in and strong market fundamentals, the valuation for the 

property as at 30 June 2016 had a significant uplift to $109.0 m (an increase of 23.8% from the previous 

independent valuation of $88.0 m as at 30 June 2015). 

 
Since owning this asset, CorVal has been regularly approached by different groups on an unsolicited basis 

to enquire if the asset was available to be purchased. On each occasion, these enquiries have been 

declined. 

 



Earlier this year, one such approach was made by a group that CorVal considered to be both credible and 

on terms that we felt were attractive to both unitholders in the O’Riordan Street Trust (the property 

owning trust). 

 
The offer price for the property from this group was $112.9 m, a 3.6% premium to the 30 June 2016 

valuation, and more particularly, a 59% increase over the implicit purchase price of $71 m that was paid by 

CPT2 in 2011. 

 
Based upon this offer price, the key metrics are: 

- 5.35% yield on net passing income 

- 4.76% yield on assessed net market income 

- $8,890 per sqm of net lettable area. 

 
Both CorVal and RF Capital consider these metrics to be attractive terms, and therefore, provided the 

purchaser with an exclusive period of time within which to perform their due diligence on the property. 

This period of due diligence is soon to expire and the purchaser has indicated that, at this stage, they will 

be looking to exchange contracts and settle the property in July/August 2016, subject to obtaining their 

required Foreign Investment Review Board (FIRB) approval, which is expected by late July 2016. 

 
To date, the purchaser has put forward non-refundable deposits of $150,000 in support of their proposed 

acquisition. 

 
17 Moore Street, Canberra 

This property comprises a seven level office building located in the Canberra CBD, with 100% of the 

property income secured by a lease to the Australian Commonwealth Government (Department of 

Education, Employment and Workplace Relations (DEEWR)) through until October 2016. 

 
The property was purchased for $19.0 m, and since being acquired, the valuation history for the property 

has been: 

 
Valuation date Valuer Valuation 
30.6.12 JLL $20.30 m 
30.6.13 Savills $19.50 m 
30.6.14 CBRE $19.50 m 
30.6.15 CBRE $17.75 m 

 

Earlier this year, we were formally advised by the Commonwealth Government tenant that they would be 

vacating property upon expiry of their lease in October 2016, which is consistent with the base case 

assumption that we originally forecast when issuing the PDS. Despite this, CorVal has previously made 

numerous attempts to commence lease renewal discussions with the tenant over the last one to two 

years. 

 
Based upon this, the valuation for the property as at 30 June 2016, as prepared by Savills has decreased to 

$13.7 m. 

 
From here, CorVal intends to now undertake a capital upgrade works program at the property to best 

position the property ahead of a leasing campaign to re-lease the property. 

 
The capital upgrade works program will cover: 

- new basement end of trip facilities; 



- new reconfigured ground floor building entrance lobby fronting Moore Street; 

- refurbished upper lift lobbies (x6); 

- refurbished bathrooms on all levels (x13); 

- cosmetic upgrade of the building façade (painting and new building entrance awning with feature 

vertical blades); and 

- base building office area refurbishment (new ceilings, LED lighting and carpets). 

The estimated cost of these works is between $3.5 m - $4.0 m. 

In addition to this, a solar panel system was recently installed at the property to assist in increasing the 

NABERS energy rating to 5 stars to assist in attracting both government and environmentally conscious 

tenants to the building. 

 
Depending upon the success of the re-leasing campaign, CorVal estimates it may take up to eighteen 

months to see the property fully re-leased, post which we would seek to dispose of the property and wind- 

up CPT2. 

 
Post the property becoming vacant (and assuming the Red Cross sale completes) it is unlikely there will be 

any income distributions paid to trust investors pending the property again being leased to a new 

tenant(s). 

 
Financial update 

Based upon the proposed sale price for Red Cross of $112.9 m (100% of the property), together with the 

30 June 2016 valuation for 17 Moore Street of $13.7 m, we are pleased to advise the estimated NAV per 

CPT2 unit as at 30 June 2016 (unaudited) is $1.42, an increase of 22.4% from the previously advised NAV 

per unit of $1.16 as at 31 December 2015. 

 
This estimated 30 June 2016 NAV, combined with the income distributions that will have been paid to 

investors up until the 30 June 2016 quarter since commencement of the trust, has generated an attractive 

estimated equity IRR of 15.6% per annum over this time. 

 
Please note that both the estimated 30 June 2016 NAV of $1.42 and equity IRR of 15.6% are not adjusted 

for the costs and fees to dispose of the Red Cross property, nor any accrued performance fee that may 

become payable to CorVal upon the eventual wind-up of CPT2. 

 
Westpac Bank is the lender for 17 Moore Street under a term loan facility that expires in September 2017. 

The Westpac loan balance will be an estimated $3.6 m as at 30 September 2016, having been reduced 

from $7.0 m when the property was acquired (CorVal has been conservatively amortising this loan balance 

down over the last number of years from surplus net property income). 

 
As 17 Moore Street will soon become vacant, we are currently in discussions with Westpac with respect to 

their intentions on the interest servicing on the loan facility, which in turn will influence our approach with 

respect to how we apply the net sale proceeds that CPT2 will receive from the Red Cross property 

(assuming this sale completes). 

 
We will provide you with a further update on your investment in CPT2 in the next month or so once we 

have more clarity on the sale of Red Cross or otherwise, along with an updated position with respect to 

Westpac Bank on their existing loan facility over 17 Moore Street. 



The next distribution for CPT2 will be in July 2016 which will be followed by your annual taxation 

statement for the year ended 30 June 2016. 

 
Please don’t hesitate to contact our office should you have any questions. 

 

Yours sincerely 
CorVal Partners Limited 

 

 
 

Rob Rayner 

Director 


