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Aspen Parks Property Fund                April 2008  

The Aspen Parks Property Fund ( Fund ) has been available since April 2004 following its initial acquisition of 6 WA 
tourist park properties from listed entity, Fleetwood Ltd. It has since quickly established itself as the leading 
institutional player in this segment of the market. The sector is highly fragmented with in excess of 2,700 parks, 
largely owner / operators and lacking economies of scale and working capital clout. When first reviewing this Fund 
Zenith remarked that the market was primed for a shake-up and Aspen has done this and positioned itself to take 
advantage of consolidation.  While Zenith is comfortable that Aspen has the experience, expertise and track record to 
operate a parks portfolio, an increasing component of the Fund s revenue comes from non-accommodation related 
activities (food & beverage), which is  more management intensive.     

While a Tourist Park Fund may appear to lack sexiness in a market flush with sophisticated, structured products, it 
has strong investment merit given the solid supporting fundamentals. It has a growing baby boomer demographic, 
a resurgent family market seeking higher margin product (cabins / villas) and double digit caravan registrations (15% 
p.a. growth past 5 years) all supporting an industry where many of the sites are on prime locations (beach / river 
front) and offer further development opportunity (re-zoning may be required).  

The Fund is forecast to deliver a circa 8.0% yield (est. 54% tax deferred) and offers solid prospects of capital growth. 
The Manager has 4 years+ experience in managing a parks portfolio and a solid track record of value extraction 
strategies such as changing the asset mix (i.e. increasing high yielding accommodation such as cabins), working the 
income harder through price increases (most of the parks set for proposed rate increases during 2008) and park 

expansion, with many holding undeveloped land banks. The Underlying Fund comprises a diversified portfolio valued 
at $250 million and comprising 25 assets across 5 states, which protects it from some seasonal factors, and has a 
strong permanent / annual resident base (42%), which provides it with regular, consistent income steams.  Zenith 
has assigned the Fund, which crudely put if nothing else is a land bank with cash flow

 

(and now non 
accommodation operations business), a Recommended rating and believes it adds real diversity to a clients portfolio.   

       

SWOT Analysis  Underlying Fund

  

Strengths 

 

Aspen has a 4 year track record as a Parks operator. 
Most management teams of the individual parks have 
many more years experience in industry; 

 

Strong blend of tourist (55%) and long term (45%)  
occupancy across the portfolio; 

 

Having exceeded its targeted portfolio size of $150 
million Zenith believes one of the potential attractive 
exits may be IPO (to be reviewed June 2011); 

 

Permanent and annual sites provide solid regular 
income stream to the Fund; 

 

Expected strong growth in resources which underpins 
4 of the 25 parks (1 Port Hedland, 2 Karratha & 1 
Roxby Downs);  

 

Increasing geographical diversification with parks 
across 5 states (WA gradually decreasing 

 

started 
with 100%, 12 months ago 52%, now 50%). Making 
solid inroads into having North / South coverage on 
East and West coast; 

 

Supported by strong fundamentals (baby boomer 
market, prime location of many parks, caravan 
registration running at 15.0% p.a.) 

 

Size of group, $250 million in parks makes it a clear 
leader in this segment of the market; 

 

Experience / expertise considered strong having 
launched the underlying parks vehicle in 2004.  

 

Strong location of parks portfolio with most properties 
having river or beach frontage which offers future 
development growth.  

 

Low level of vacancies of permanents / annuals 
across the portfolio.  

Weaknesses 

 

Any significant weakness in resources sector (given 
Balmoral, Pilbara & Cooke Point Parks are some of the 
highest earnings before interest & tax (EBIT) margin 

Key Features Description 
Product Type Unlisted open-ended property fund 

investing in freehold & leasehold 
Tourist Parks 

Minimum investment $10,000 or platform dependent   
Fund size  Approx. $250 million 
Fund commenced April 2004 
Distributions Monthly 
Return Features Description 
Target Return Double digit returns p.a. 
Est. Yield  8.0% p.a. 
Est. Tax Advantage 54% tax deferred 
Growth potential Solid 
Underlying Portfolio Description  
No. properties 25 
Geographic split WA (50%), NSW (24%), QLD 

(3%), VIC (15%) & SA (8%) 
Lease expiry profile  20 of 25 properties freehold 

18% under leasehold, average 
lease expiry 2024 

Hedging Approx. 46% fixed until 2011 
Total debt $142.7m  

Loan Valuation Ratio 
(LVR) 

Max. LVR limit 65% for 12 months  
(As at 31/12/07 = 62.8%)  

 Fees  Description 
Asset Acquisition Fee 5.0% 
Corporate Management 
Fee 

1.5% of gross assets p.a.  

Termination Fee 1.5% of net sale proceeds 
Performance fee  25% of earnings above benchmark 

earnings threshold 
Debt Arrangement Fee 1.0% of net acquisition value  
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sites and make-up circa 35% of the profit from all 
parks); 

 
Seasonal factors 

 
especially cyclone season up 

Western Australian coast (mitigated through diversity of 
park locations); 

 
Fees 

 
considered high. Based on target gearing, this 

stands at approximately 12% of the amount invested in 
the Fund (sourced from PDS);  

 
Illiquidity  nature of direct property; 

 
Loan to valuation ratio was running at 63% (as at Dec 
2007), not far off preferred 65% maximum;  

 

Level of interest rate hedging (circa 51%) lower than 
many of its competitors;  

 

Performance Fee structure 

 

the yield required before a 
performance fee is paid falls as the NTA of the Fund 
increases;   

 

Any related party loan (currently $2.7 million).    

Opportunities  

 

Further consolidation in the market which is currently 
fragmented by a large number of single operators (over 
2,700 parks across Australia mostly run by mum and 
dad owner / operators); 

 

For the Manager to take its expertise offshore and look 
at possible international acquisitions (e.g. New 
Zealand);  

 

Economies of scale 

 

one of the largest operators of 
Tourist parks in Australia; 

 

Undeveloped land 

 

9 of the 25 parks offer development 
and expansion opportunity.  

Threat 

 

Ability to purchase high EBIT margin parks for the 
portfolio (which was the case with the seed portfolio of 6 
parks bought form Fleetwood);  

 

Forthcoming debt repayment (May 08 - $8.5m, Oct / 
Nov 08 - $11m, May 09 - $10m), need for fund inflow to 
support rising debt otherwise short term gearing would 
creep above 65% max; 

 

Sale of undeveloped land to other Aspen vehicles (i.e. 
2.0 hectare Pilbara site to Aspen Living Villages, while 
at a fair independent valuation Fund lost some potential 
development upside); 

 

Continued yield compression in the sector, which the 
Fund has experienced since it s launch (Freehold 12.0% 
two year ago, now 8.0%-10.0% typically);  

 

Transient nature workforce working within Parks means 
it can be difficult to retain casual staff; 

 

While Zenith has confidence in Aspen management and 
its ability to manage its strong growth trajectory this will 
require careful attention; 

 

Ability of Manager to manage properties outside its 
home state given majority of its staff (largely head 
office) is Perth based. This is largely mitigated through 
regional general manager structure; 

 

Of the portfolio approximately 18.0% is under leasehold 
which may not be extended. Low risk and long term with 
average lease expiry of 2024 and some properties with 
multiple options to extend; 

 

Monkey Mia now 100% owned but with leasehold up in 
5 years some risk exists albeit small in Zenith s opinion 
that this may not be extended.      

Manager Background 

  

The Aspen Group is a Western Australian based property 
investment and management group listed on the Australian 

Stock Exchange (ASX code 

 
APZ) and has recently been 

admitted to the S&P / ASX 300 Index (as at 20 March 2008).  

The Aspen Group commenced operation out of an ASX 
listed shell company in February 2002. Co-founders Angelo 
Del Borrello and Gavin Hawkins (whom have property, 
accounting, investment banking and financial planning 
backgrounds) remain involved with the Group as its CEO 
and CFO respectively (each with an approximate 4% 
holding).   

The Group continues to post impressive growth in net profit 
(up 63% in December 2007 half to $19 million) with 
continued expansion of its investment portfolio (held on 
balance sheet) and funds management division. On balance 
sheet the Manager holds a diverse array of direct property 
investments (total $380 million) while within funds 
management Aspen recorded a 101% increase in revenue to 
$14.5 million for the period and has grown its level of funds 
under management to $1.01 billion (up from $53 million in 
2003).   

The Group remains conservatively geared (34%) although 
this did increase marginally following the seeding of funds 
and is expected to fall back to 20% upon repayment through 
debt and equity raisings.   

The Manager has been running the Parks Fund since April 
2004 after it acquired an initial portfolio of 6 assets from 
Fleetwood Ltd and took on board 40 staff from this division.  
While some staff have remained with Aspen, the Manager 
has successfully built its own in-house expertise having run 
the Fund now for 4 years.    

In terms of competitors in the market, very few large scale 
operators exist with parks managed under a owner / 
operator model and typically part of one of the many 
member group set up for independents (i.e. Top Tourist 

 

190 member parks, Big 4 

 

165 members, Family Parks of 
Australia  200 including 40 NZ parks).  

Most of the big players in the sector have either vanished or 
failed to keep pace with Aspen, who Zenith now regards as 
the clear leader in the industry and the most likely to benefit 
from its scale, experience and expertise in owning and 
operating tourist parks.  Previous and current competitors 
include Beston Parks (commenced December 2004, 29 
parks, left industry), Babcock & Brown (through a joint 
venture, acquired by Mariner) and Mirvac / James Fielding 
( eco slant to their operation).  

Manager Track Record

  

Much of Aspen s fund management offerings occur under 
information memorandum and are geared towards high net 
worth individuals capable of investing $5 million+. This has 
to date mainly been in property development in WA 
(Dunsborough Lakes - raised $40 million, West Swan 

 

raised $25 million) and Queensland (Whitsunday Shores 

 

raised $20 million). It also has within its stable Aspen Living 
(acquired several land holdings for residential estates), 
Aspen Developments (development fund acquired through 
Caversham Properties acquisition) and Aspen Villages 
(established mid 2005 for retirement sector).   

Currently the Manager has three funds open to retail 
investors either directly or through master trust platform 
providers. Aspen Select has only recently been launched 
and is a multi-sector offering while the Parks Fund and 
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Diversified Fund have histories dating back to 2004 and 
2005 respectively.    

Aspen has also launched in 2008 Aspen Villages which was 
created to acquire, develop and manage residential 
accommodation villages. Aspen Communities is also 
planned for 2008 with a strategy is to develop built form 
retirement villages and aged care facilities. It has already 
acquired two sites ($48 million) and has a further 3 secured. 
Sites will typically comprise 200-300 living units on 7-12 
hectares land and will target the over 55 s age market.   

While to date returns from Aspen s various investment 
vehicles have been impressive, 3 of the 6 divisions are yet to 
establish a meaningful track record.    

The Fund

  

The Fund re-opened to investors under Product Disclosure 
Statement (PDS) no.2 dated 26 May 2006 having first been 
launched in April 2004.   

One of the principle objectives of the Aspen Parks Property 
Fund is to manage and expand a portfolio of park properties 
to a minimum value of $150 million. Within the past 12 
months this objective has been surpassed with the portfolio 
valued at $250 million as at 30 June 2008.    

The Fund seeks to achieve a double digit return per annum 
through income and capital growth. Capital growth is 
delivered through re-valuations and in Zenith s opinion over 
the next 12-18 months the Fund should have a solid pipeline 
of NTA growth. Solid income will also be delivered through 
rental increases and efficiency gains.       

Structure

  

The Aspen Parks Property Fund consists of one share in 
APPT and one share in APPM under a stapled security 
structure where:   

 

APPT= Aspen Parks Property Trust which holds all 
freehold parks which are leased to APPM under a 15 
year agreement; and 

 

APPM = Aspen Parks Property Management, holds all 
leasehold parks and manages all park operations.    

A lease agreement between APPT and APPM and is in 
place to ensure sufficient cash to cover distributions.   

  

Manager and Responsible Entity to the Fund is Aspen Funds 
Management, which is a wholly owned entity of Aspen 
Group. The structure of the Fund allows all distributions to 
unitholders to be paid from APPT, which as a trust does not 
pay tax. Profits may be retained in APPM and are taxable.    

As parent of the Responsible Entity, the Aspen Group is 
committed to holding an approximate 20.0% cornerstone 
investment in the Fund (as at 31 December 2007 = 15.0%). 
Zenith is supportive of this co-investment structure as it 
aligns the interests of the parent entity and unitholders of this 
Fund.   

The Fund is deemed a liquid fund under the Corporations 
Act and therefore unitholders can request withdrawal at any 
time. The Funds constitution allows for this withdrawal period 
to be up to 12 months however the Manager will general 
satisfy this withdrawal within 5 business days.   

Investors should however be mindful that a significant 
percentage of the Underlying Fund s assets are held in direct 
property and it will therefore not offer the same level of 
liquidity as a product investing in listed markets. The Fund 
offers redemptions up to $1.0 million per month or 5.0% of 
net assets, whichever is greater. Investors need to be 
mindful that a 1.0% buy-sell spread exist.      

Fees

  

Based on Fund s targeted gearing level of 50%, 
approximately 12% of the amount invested in the Fund 
may be paid to AFM (Aspen Funds Management) 
(stated in PDS).   

Fund  Details 
Aspen Diversified 
Property Fund 

Launched June 2005, delivered 
11.84% p.a. total return since 
inception, 8.9% distributions 

Aspen Parks Fund Launched June 2004, delivered 
18.6% return since inception, 
including 9.7% p.a. income 

distribution 

Fees   % per annum  
Asset Acquisition Fee 5.0% 
Management Fee 1.5% 
Project Management Fee 6.5%  
Expenses 0.15% of gross 

asset value   
Incentive Fee 10% of the sale 

price above 
acquisition price + 

CPI 
Termination Fee 1.5% of net sale 

proceeds 
Debt Arrangement Fee 1.0% of net 

acquisition value of 
properties  

Performance Fee 25% of earnings 
above stepped 

threshold 

http://www.zenithpartners.com.au


  

Please refer to terms relating to the provision of this research at the end of the document.   
www.zenithpartners.com.au 

ZENITH INVESTMENT PARTNERS PTY LTD   

 


