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Thank you Peter and I also extend my welcome to our shareholders, guests and staff 
who have joined us today.  It is my pleasure to again make a presentation to you 
today on the results and activities of the Devine Group for the 2012/13 year.  
 
 
I would like to briefly discuss our operational performance over the 2012 financial year 
before moving to a discussion on the current trading and market conditions and the 
outlook for the 2013 financial year. 
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Over the past three years we have been implementing a focussed strategy to diversify 
Devine’s geographic, product and market reach. Whilst we have made substantial 
progress on this strategy, the industry has been experiencing some of the most 
challenging market conditions witnessed for a considerable period of time.  
 
 
Our strategy has helped to partially insulate us against these market conditions, but 
we recognise there is more work to do.  Whilst we remain committed and resolute in 
our desire to grow our business, we are also cognisant of the need to enhance our 
resilience and the sustainability of our earnings in the face of external market 
influences.  I am confident that our strategy, our business models and the dedicated 
staff of Devine will deliver a sustainable increase in returns for our shareholders.  
 
 
Turning now to some of our achievements during the financial year ended 30 June 
2012. 
 

 
 
 
As Peter has mentioned, we delivered an underlying profit after tax result of $11.1m 
and, after impairment charges that have been explained, a statutory loss of $12.9m for 
the year.  The impairments totalling $24.0m after tax were clearly disappointing for the 
business and the management team is very focussed on improving outcomes from 
these projects. 
 
Despite this, the Group achieved a number of significant milestones during the year:  
 

·  The settlement of 425 apartments at our signature Hamilton Harbour project;  
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·  The successful delivery of the first 2 residential towers at Hamilton Harbour by 
Devine Constructions, ahead of time and under budget;  
 

·  The launch and commencement of trading on three significant master planned 
communities in Gladstone, Queensland; Bacchus Marsh in Victoria and 
Evanston Gardens in Adelaide.  Combined these projects will deliver over 
5,000 new residential allotments over the years ahead;  
 

·  The commencement of nearly 500 homes, the settlement of 750 residential 
allotments and the settlement of 425 apartments, creating revenue of over 
$413m during the year when Devine’s share of revenue on the settlement of 
the apartments at the Hamilton Harbour joint venture is included; and  
 

·  The launch of our wholesale building capability which delivers homes, 
retirement units and medium density town homes to a variety of listed and 
private clients.  To date, some 450 housing starts have been secured which will 
be progressively delivered over the next 18 months.   

 

 
 
These achievements were underpinned by our continuing focus on providing our 
customers with choice, and maintaining a decisive affordability advantage in the 
market place.  Our understanding of and responsiveness to the needs of the market 
continues to be recognised with a variety of our homes and residential communities 
recognised this year with significant industry awards.  
 
 
A key part of Devine’s success is a relentless approach to product innovation.  Our 
ability to create innovative and unique homes in great addresses is unmatched and 
provides distinct competitive advantages in the markets in which we operate.   
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Our focus on small, affordable, but high quality homes and townhomes is a key 
ingredient for our current and future success.  
 
 

 
 
 
Across our residential communities we have an ability to create a variety of allotment 
sizes in a comprehensively planned environment to suit our customer’s needs.  A total 
built-form solution on affordable small allotments is able to be delivered to meet both 
the financial and lifestyle needs of our customers.  
 
 
Market Update 
Turning now to the market and current trading conditions.  
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Many of the strategic decisions we have taken over the last three years have 
positioned the business to manage the difficult market conditions we are currently 
facing.  These decisions I am confident will deliver long term benefits to the group.  
 
 
Much has and continues to be written and reported about the state of the Australian 
residential housing market, with statistics confirming that the level of new housing 
activity over the past 12 months has been at the lowest level for a decade.  Total new 
dwelling commencements of approximately 120,000 for the year represents a 
reduction of some 25% when compared to the longer term 10 year average.  
 
 
That said the key lead indicators continue to present a strong case that the Australian 
residential housing market is and will continue to recover over the next 12 months.  
 
 
Recent decisions by the Reserve Bank of Australia and subsequently the major banks 
to reduce the cash rate and interest rates have contributed to improvement in housing 
affordability for many Australians.  
 
 
Low vacancy rates in most capital cities, steady employment figures, rising rental 
costs, increased immigration levels into Australia and wage growth continue to point 
towards an emerging recovery.  
 
 
Offsetting this has been lagging consumer sentiment influenced by overseas and 
domestic political uncertainty, a focus on household debt reduction and in some 
locations uncertainty around secure employment.  
 
 
All of these factors have contributed significantly to the de-coupling of the relationship 
between interest rates and housing activity.  Since November 2011 the Reserve Bank 
of Australia has reduced the official cash rate by 1.5% with most of this reduction 
flowing on to a reduction in the variable housing loan rate.   
 
 
Historically, this level of interest savings would have had a positive impact on 
residential markets in Australia.  However, it appears that the factors negatively 
impacting consumer sentiment are still being given more weight by consumers than 
the relatively low cost of borrowing.   
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Outlook  
 
I would like to now focus on our outlook for the year ahead.  

 
While market factors continue to place pressure on earnings, I am confident we have 
the right business model, the right strategy and the right people to deliver earnings for 
our shareholders this year and growth in the medium and longer term. 
 

 
 

Strategically, we will continue to focus on diversifying our operations by entering new 
markets and developing new products while leveraging our strengths in core markets 
to grow market share.  
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To this end I am pleased to announce that we recently secured an option over a 
development site at Turramurra, a northern suburb of Sydney.  The 5,900 square 
metre site has been earmarked for an 86-apartment development and while there are 
still a number of hurdles to overcome, including appropriate planning approvals, it is 
anticipated that the project may commence in about 12 months’ time.  It is the first 
time in 9 years that Devine will again have operations in Australia’s most populated 
State. 
 
 
Our wholesale building operations have also secured a number of key wins in recent 
months with contracts to build homes for energy group QGC in Gladstone.  In addition 
a significant $13.6 million contract with Places Victoria will see us deliver 66 new 
homes over five separate stages at a new master planned community located 
29 kilometres from the Melbourne CBD. 
 
 
These multiple new growth platforms are underpinned by Devine’s strong 
development pipeline of diverse and strategically well located sites having a total yield 
of approximately 14,500 equivalent lots when fully developed.  This largely zoned 
backlog will permit us to capitalise on the upturn in residential markets in coming 
years. 
 
 
Our Apartments business is faring well with Hamilton Harbour at Hamilton and 
DoubleOne 3 at Newstead both recording steady sales.  The Queensland apartment 
sector appears to have stabilised with successive quarters of good volume sales 
levels being recorded driven by lower interest rates, lower vacancy rates and 
increasing rental yields. 
 
 
Following the completion and settlement of the first two towers at Hamilton Harbour 
last financial year, the third residential tower was completed this month and is 
scheduled to commence settlements prior to Christmas with approximately 70% of 
apartments currently under contract. 
 
 
At DoubleOne 3 in Teneriffe we will be in a position to commence construction early 
next year with settlements to occur in the 2014 financial year.  
 
Our Construction business continues to go from strength to strength following the 
successful handover of the first two towers at Hamilton Harbour in 2011.  Completion 
of the third tower has been achieved and the business has been awarded the contract 
to deliver a 6 storey commercial building within the precinct, which is forecast for 
completion in the second half of FY13.   
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The business also secured an office refurbishment project on behalf of the 
Queensland Nurses Union which was successfully completed and will undertake 
construction of the DoubleOne3 apartment project. 
 
 
In addition, we have executed a contract of sale for our 111 Margaret Street site here 
in Brisbane.  The sale is part of our ongoing capital management strategy and will 
allow the company to focus on projects with a shorter return horizon. 
 
While the terms of the sale are confidential, we can report that the price achieved is 
above the current book value of the asset.   
 
 
Our financial strength provides a competitive advantage in the current market.  A 
strong balance sheet, low gearing and capital efficient acquisition structures give us 
the confidence to maximise future growth opportunities. 
 
 
I would like to conclude by thanking the Chairman and Directors for their continued 
guidance and support.  I would particularly like to acknowledge our former Chairman 
Doug Ridley who stepped down from that role at the end of June, having served on 
the Board of Devine since 1999, including nearly four years as Chairman.  His ongoing 
commitment to the company as a Director has ensured a smooth transition to our new 
Chairman and continuity of the high standards of governance which have been set 
over recent years. 
 
 
I would also like to acknowledge the valuable contribution of the management and 
staff of Devine who continue to work tirelessly in the interests of all stakeholders, 
including you, our shareholders. 

 
Thank you.  ENDS 


