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1 November 2012 
 
 
Dear Shareholder, 
 
It is with pleasure that I present the 2012 Annual Report. 
 
In last year’s report, I commented on the potential impact on world markets of the European 
sovereign debt and banking crisis. Whilst the market volatility experienced at the outset of the 
crisis has abated, there still remains in my view sufficient overhang to represent a serious threat 
to world economic activity. In Australia, we have been somewhat isolated from Europe (and also 
to some extent from the United States) with our focus on Asia (particularly China). More 
recently however, we have seen a contraction in the China growth story so it is likely Australia 
and the developed world will experience a consequential adjustment to activity. 
 
Generally speaking, the easing of monetary policy in Australia throughout 2011/12 has provided 
some support to the economy. However, with the level of investment into the resource based 
States of Western Australia and Queensland, we will continue to see significant differences in 
the economic growth and confidence profiles for these States (and now the Northern Territory) 
compared to the non- resource based States.  
 
For the Group, the 2011/12 financial year was highlighted by the sale (at a profit) of its 
investment in Formation Design Systems; the payment of a fully franked 1.0 cent per share 
Special Dividend and 0.5 cent interim dividend; and the share buy-back of 1.8 million shares 
concluded in December 2011. The Group recorded a small decrease in net asset backing per 
share to $0.70 (2011:$$0.71) primarily due to value impairments to some of its property 
investments. The Group’s role as fund manager and its investments in the Knights Tourist Park 
Fund and the Knights Coastal Land Fund were again very successful resulting in stable 
management fees and distributions providing income yields of 10.78% and 7.74% respectively. 
 
On the capital management side, the Board continues to implement its dividend and share buy-
back policies with a partially franked final dividend of 0.5 cents per share (franked to 80%) 
declared for the six month period from 1 January 2012 to 30 June 2012 as well as announcing on 
the 12 October 2012 a Share Buy-Back Offer of 1,200,000 shares at $0.50 cents per share. 
Shareholders that are registered on the 2 November 2012 and who participate in the share buy-
back will still be eligible for the final dividend payable on the 18 December 2012. 
 
Shareholders should visit the Group’s web page www.knightsgroup.com.au to keep abreast of 
the latest developments and activities in the Group. I also recommend to shareholders the 
Managing Director’s Review that follows. 
 
 
Yours sincerely 
 
 
 
Selwyn Bajada 
Executive Chairman  
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Managing Director’s Review 

2011/2012 
 
Introduction 
 
The 2011/12 financial year was very productive one for the Group. Our active investments 

namely, Knights Parks & Properties P/L, Knights Tourist Park Fund, Knights Coastal Land Fund 

and Knights Capital Management P/L all performed well in challenging economic 

circumstances. We were successful in concluding the sale of our interest in Formation Design 

Systems P/L and pleased to see a small increase in the value of our investment in Arbortech 

Industries Ltd. Other year highlights included total dividends of 2 cents per share providing a 

gross yield of 3.8% and the share buy-back of 1,800,000 shares at $0.50 per share completed late 

last year. 

 

Financial - Key Group Performance Indicators 

 Total assets decreased by $1,792,020 to $21,632,669 (2011: $23,424,689) comprised of 

a decrease in financial assets  to $14, 271,017 (2010: $ 15,915,781) principally due to a 

carrying value  impairment to Mirvac Development Fund – Seascapes and Cedar Woods 

Wellard Ltd and an increase in trade and other receivables to $398,712 (2011: $32,852) 

which includes deferred consideration from the sale of Formation Design Systems 

 Net Assets decreased by $1,579,668 to $17,699,423  (2011: $19, 279,091) 

 Net Asset Backing per share decreased to $0.70 (2011: $0.71) 

 A small increase in Gearing to 14.2% (2011: 13.2%) 

 An increase in cash to $471,409 (2011: $467,996) 

 A decrease in Loss after Tax to $155,944 (2010: $500,567) 

 Earnings per Share of ($0.006) (2011: ($0.02)) 

 

Knights Group Corporate Structure 

 

 
 
  
Managing Director’s Review 

2011/2012 
 
Introduction 
 
The 2011/12 financial year was very productive one for the Group. Our active investments 

namely, Knights Parks & Properties P/L, Knights Tourist Park Fund, Knights Coastal Land Fund 

and Knights Capital Management P/L all performed well in challenging economic 

circumstances. We were successful in concluding the sale of our interest in Formation Design 

Systems P/L and pleased to see a small increase in the value of our investment in Arbortech 

Industries Ltd. Other year highlights included total dividends of 2 cents per share providing a 

gross yield of 3.8% and the share buy-back of 1,800,000 shares at $0.50 per share completed late 

last year. 

 

Financial - Key Group Performance Indicators 

 Total assets decreased by $1,792,020 to $21,632,669 (2011: $23,424,689) comprised of 

a decrease in financial assets  to $14, 271,017 (2010: $ 15,915,781) principally due to a 

carrying value  impairment to Mirvac Development Fund – Seascapes and Cedar Woods 

Wellard Ltd and an increase in trade and other receivables to $398,712 (2011: $32,852) 

which includes deferred consideration from the sale of Formation Design Systems 

 Net Assets decreased by $1,579,668 to $17,699,423  (2011: $19, 279,091) 

 Net Asset Backing per share decreased to $0.70 (2011: $0.71) 

 A small increase in Gearing to 14.2% (2011: 13.2%) 

 An increase in cash to $471,409 (2011: $467,996) 

 A decrease in Loss after Tax to $155,944 (2010: $500,567) 

 Earnings per Share of ($0.006) (2011: ($0.02)) 

 

Knights Group Corporate Structure 

 



 

 

 

Total Shareholder Returns 

 

It was pleasing to see the Group, Knights Tourist Park Fund and Knights Coastal Land 

Fund generate positive Total Shareholder Returns (TSR) compared to the negative results for 

their peers and major indices as can be seen in the following table: 

 

Total Shareholder Returns  

For year ended 30 June 2012 

Company/Fund/Indices 

Knights Capital Group Ltd    1.2% 

  Knights Tourist Park Fund    3.9% 

 Knights Coastal Land Fund    5.3% 

Listed Companies 

 Abacus Property Group              -4.2% 

 Aspen Group Ltd              -3.5% 

 Cedar Woods Properties Ltd             -5.4% 

 Folkestone Ltd             -17.1% 

 Mirvac Group                9.4% 

 Port Bouvard Ltd            -51.8% 

 Trafalgar Corporate Group Ltd             18.9% 

Indices 

 S&P ASX 200 A-REIT Index              4.1% 

 S&P ASX All Ordinaries Index             -7.0% 

 S&P ASX Small Ordinaries Index          -14.6% 

 
Source: Capital IQ and Knights Capital 

  

Operations and Investments 

 

Knights Parks & Properties Pty Ltd (“KP&P”) – Group Interest 100%  

 

KP&P holds the Group’s interest in the Albany Gardens Holiday Resort (“AGHR”) and Albany 

Gardens Lifestyle Village (“AGLV”). Both key revenue drivers for AGHR and AGLV 

remained firm for the year. AGHR’s tourism and rental accommodation increased 5% whilst 

AGLV’s rental revenue increased 14% to $229,414 (2011:$200,672) reflecting additional site 

leases entered into. As the project approaches full maturity, there was less revenue from the sale 

of park homes $589,806 (2011:$956,378). The total combined revenue decreased to $1,807,844 

(2011:$ 2,102,990) however, total assets increased 3.7% to $6,352,436 (2011:$ 6,126,211) with 

net assets increasing marginally to $ 737,212 (2010: $721,264).  

 

 

 
 
  
Managing Director’s Review 

2011/2012 
 
Introduction 
 
The 2011/12 financial year was very productive one for the Group. Our active investments 

namely, Knights Parks & Properties P/L, Knights Tourist Park Fund, Knights Coastal Land Fund 

and Knights Capital Management P/L all performed well in challenging economic 

circumstances. We were successful in concluding the sale of our interest in Formation Design 

Systems P/L and pleased to see a small increase in the value of our investment in Arbortech 

Industries Ltd. Other year highlights included total dividends of 2 cents per share providing a 

gross yield of 3.8% and the share buy-back of 1,800,000 shares at $0.50 per share completed late 

last year. 

 

Financial - Key Group Performance Indicators 

 Total assets decreased by $1,792,020 to $21,632,669 (2011: $23,424,689) comprised of 

a decrease in financial assets  to $14, 271,017 (2010: $ 15,915,781) principally due to a 

carrying value  impairment to Mirvac Development Fund – Seascapes and Cedar Woods 

Wellard Ltd and an increase in trade and other receivables to $398,712 (2011: $32,852) 

which includes deferred consideration from the sale of Formation Design Systems 

 Net Assets decreased by $1,579,668 to $17,699,423  (2011: $19, 279,091) 

 Net Asset Backing per share decreased to $0.70 (2011: $0.71) 

 A small increase in Gearing to 14.2% (2011: 13.2%) 

 An increase in cash to $471,409 (2011: $467,996) 

 A decrease in Loss after Tax to $155,944 (2010: $500,567) 

 Earnings per Share of ($0.006) (2011: ($0.02)) 

 

Knights Group Corporate Structure 

 



 

 

 

 

As previously advised, the Bankwest borrowing facilities were successfully extended to 

February 2014. 

 

At the individual business level, AGHR occupancy levels for the year were again stable. In a 

very competitive accommodation market, AGHR has maintained its status as one of the “go to” 

places in Albany with a high degree of brand loyalty. Of the 5000 guests last year, close to 24% 

were repeat or recommended. The web page www.albanygardens.com.au was recently refreshed 

and continues to be the primary promotional vehicle as well as for online bookings which 

increased dramatically during the year to represent 14% of revenue. 

 

AGLV is almost complete as a project with the tenants well settled and enjoying the community 

facilities. Of the 45 park home sites, 43 sites were occupied via long-term lease agreements 

(generating a rental of $121.00 per week per home). Of the remaining two sites, one will be 

leased in the second financial quarter of this year and the remaining one (under option) will be 

leased; retained by the optionee via the payment of the weekly rental or allocated to a third party. 

 

Knights Capital Management Pty Ltd (“KCM”) – Group Interest 100% 

 

KCM acts as the fund manager to the Knights Tourist Park Fund and Knights Coastal Land 

Fund. KCM contributed revenue to the Group (through fund management fees) of $ 339,410 

(2011:$ 359,048) and a net profit of $ 96,531 (2011:$ 109,975). KCM declared dividends of 

$90,000 during the year (2011:$100,000). 

 

Knights Tourist Park Fund   (“KTPF”) – Group Interest 42.6% 

 

Established in 2004, the Fund has 100% ownership of the 4 star Freespirit Resort in Darwin 

(NT) and 4.5 star Fraser Lodge Holiday Park in Hervey Bay (QLD). 

 

As at 30th June 2012, the Fund size was $ 12.06 million with a net tangible asset per unit of 

$0.92 (2011:$0.98). For this interest, the Group reflects a carrying value in the accounts of 

$5,064,949 (2011:$ 5,411,518) and a current year impairment loss of $346,569 (2011:$176,436 

gain). The Fund made distributions during the financial year totaling 10.0 cents per unit 

($552,000 to the Group) which on the carrying value provides an income yield of 10.9%. 

 

Shareholders are invited to review KTPF’s operations and investor updates at: 

www.knightsgroup.com.au/knightstourist 

 

 

 



 

 

 

 

Knights Coastal Land Fund (“KCLF”) – Group Interest 11.6% 

 

Established in 2005, KCLF has a 55% interest in the 5 star Blue Dolphin Holiday Resort located 

in Yamba on the mid-north coast of NSW. 

 

As at 30 June 2012, the Fund size was $7.0 million with a net tangible asset per unit of $0.31 

(2011:$0.29). For this interest, the Group reflects a carrying value in the accounts of $912,326 

(2011:$ 838,004) and a current year impairment gain of $74,322 (2010: ($307,124)). For the 

financial year, the Group received Fund income distributions totaling $69,960 (2011:$ 17,490) 

which on carrying value provides an income yield of 7.67%.  

 

Shareholders are invited to review the KCLF’s operations and investor updates at: 

www.knightsgroup.com.au/knigghtscoastal 

 

Commentary 

Real Estate Outlook - Residential 

 

The Group’s real estate interests are focused on two housing sub-division projects in Mandurah 

and Wellard in Western Australia. In recent years, this sector’s performance has fluctuated 

widely from the strong property price highs seen in the Mandurah market; to the stimuli 

provided to first home buyers; and more recently, to the softening in demand from excess stock 

and tighter lending conditions. 

 

However, since financial year end, we have seen a small pick-up in housing demand driven by 

Western Australia’s population growth and dwelling supply easing back as well, as improved 

housing affordability through stablised pricing and more moderate lending conditions. So the 

early indications are for the return of the first home buyers (but at a reduced rate and taking 

longer to make decisions) yet still the need for stimulatory action via additional interest rate cuts 

which hopefully will be passed on by the banks. 

 

Mirvac Development Fund- Seascapes – Group Interest 21.9% 

 

Established in 2005 and project managed by Mirvac Funds Management Ltd, the Fund owns 

100% of this major land sub-division located 75kms south of Perth CBD in the City of 

Mandurah.  

 

 

 

 



 

 

 

 

As at 30th June 2012, the Fund size was $19.5million (2011:$ 21.6m) with a net tangible asset 

per unit of $1.53 (2011:$1.69) a decrease of 9.5% over the year. For this interest, the Group 

reflects a carrying value in the accounts of $4,208,069 (2011: $4,667,484) and a current year 

impairment loss of $459,415 (2011:$ 254,684 gain).  

 

The Seascapes Project is a ten stage programme to sell 553 lots of which 414 lots (or 75%) have 

been either sold or exchanged. Going forward, the Manager expects sales to improve from a 

combination of rising incomes, declining residential property prices, falling mortgage rates and a 

significant change in housing affordability. The Manager forecasts a pre-tax return of $2.63 per 

$1.00 invested.  

 

A fully franked distribution of $0.12 cents per unit was paid in the first quarter 2011/2012. 

Shareholders are invited to review the Fund’s operations and investor updates at: 

www.mirvac.com/mdfs 

 

Cedar Woods Wellard Ltd – Group Interest 35% 

 

Established in 2006 and project managed by Cedar Woods Ltd, this Project–Emerald Park- 

involves the development of a 47 hectare parcel of land into residential lots. The land is located 

in Wellard, 32 km south of Perth CBD.  

 

The total lot yield for Emerald Park is estimated at 600 lots. Final lot yield will be dependent 

upon market demand for various lot sizes. The company is well advanced with the project 

having just commenced with stage 4. Stages 1-3 totaled 174 lots of which 90% have been sold or 

subject to settlement.  

 

The investment however, has been affected by the company’s undercapitalisation and the need to 

take on high yielding mezzanine debt which (until repaid) will weigh down heavily on the equity 

return to shareholders. The Group has board representation. 

 

For this interest, the Group reflects a carrying value in the accounts of $3,508,609 (2011: 

$ 4,331,943) and a current year impairment loss of $ 823,334 (2011: ($ 408,776)). As at 30 June 

2012, company net assets were $10m (2011:$12.4m) with a net tangible asset per share of $0.63 

(2011:$0.77). Shareholders are invited to review the company’s operations at: 
www.emeraldpark.com.au 

 

 

 

 



 

 

 

 

Arbortech Industries Ltd – Group Interest 10%  

 

The principal activities of Arbortech were the manufacture and sale of its unique range of cutting 

tools and accessories for the Allsaw and Woodcarver technologies. Notwithstanding that  

Arbortech’s main selling markets of  Europe and the United States were both depressed, it 

performed  reasonably well with all key financial indicators showing improvement, The Group’s 

carrying value of the investment was adjusted upwards to $531,219 (2011:$ 477,332) with an 

impairment gain of 53,959 $ (2011:($3,715,451)). Shareholders are referred to Arbortech’s web 

site at www.arbortech.com.au  for further information on products and activities. 

 

Formation Design Systems Pty Ltd – Group Interest 45% 

 

As previously noted the Group successfully sold its interest in Formation Design Systems in late 

2011 and recorded a gain of $626,663 for the reporting period. A deferred component of the 

purchase consideration (namely $202,500) is recorded as a receivable under Current Assets as at 

30 June 2012 and was payable at the end of October 2012. 

 

Corporate 

A fully franked special dividend of 1.0 cent per share was paid in November, 2011 followed by a 

fully franked interim dividend of 0.5 cents per share and a partially franked (franked to 80%) 

final dividend of 0.5 cents per share declared for the six month period from 1 January 2012 to 30 

June 2012. In December 2011, the Company successfully completed a share buy-back of 

1,800,000 shares at $0.50. At financial year end, the Company’s ordinary shares on issue totaled 

25,286,183.  

 

 

 

Selwyn Bajada 
Managing Director 
 




























































































