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Notice of Meetings of Securityholders
Notice is hereby given that meetings of shareholders of Elanor
Investors Limited (“EIL” or “the Company”) and unitholders of Elanor
Investment Fund (“EIF”), (together “Elanor” or “the Group”)
(Securityholders) will be held:
on 29 September 2021
at 10:00am Sydney time
Due to the continually uncertain and evolving circumstances involving
COVID-19 pandemic and associated health and safety concerns, the
Meetings will be held as virtual meetings.
for the purpose of transacting the items of business set out in this
Notice, being the approval of the disposal of a portion of Elanor’s
interests in Elanor Luxury Hotel Fund (“ELHF”) and all of its interests
in the Albany Hotel Syndicate (AHS).
(collectively Meetings).
Securityholders will be unable to attend the Meetings in person but can
participate in the Meetings from their computer or from their mobile
device by using this following URL:
https://web.lumiagm.com/322385716; or
https://web.lumiagm.com and Meeting ID: 322-385-716
Securityholders will need the following information to participate in the
Meetings in real time:
1. The meeting ID for the Elanor EGM, which is 322-385-716
2. Username, which is the Securityholder's SRN/HIN; and
3. Password, which is the postcode registered to the holding for an
Australian Securityholder.
Overseas Securityholders should refer to the Online Meeting Guide
(link below) for their password details. Further information regarding
online attendance at the meeting (including how to vote and ask
questions virtually during the meeting) is set out in the
Online
Meeting
Guide
available
at:
http://www.computershare.com.au/virtualmeetingguide.
The Meetings will be conducted using the Lumi online platform which
enables Securityholders to:
x see the Meeting presentation materials and listen to the Meetings
live;
x vote online during the Meetings; and
x ask questions online during the Meetings.
Voting on the resolution will be conducted by a poll.
Securityholders may also cast their votes at the Meetings by appointing
a proxy (preferably the Chair of the Meeting) online at
www.investorvote.com.au by 10 am (AEST) on 27 September 2021.
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In the event of a technological failure that prevents Securityholders
from having a reasonable opportunity to participate in the Meetings,
Elanor will provide an update via email addresses recorded with the
Company and by ASX announcement to communicate the details of
the postponed or adjourned Meetings to Securityholders.
Securityholders are strongly encouraged to lodge a directed
proxy form prior to the Meetings in accordance with the
instructions in this Notice.
This Notice is issued jointly by Elanor Investors Limited (ACN 169 308
187) and Elanor Funds Management Limited (ACN 125 903 031)
(EFML) in its capacity as responsible entity for Elanor Investment Fund
(ARSN 169 450 926).
The attached Explanatory Statement is provided to supply
Securityholders with information to enable Securityholders to make an
informed decision regarding the Resolution set out in this Notice. The
Explanatory Statement is to be read in conjunction with this Notice.
Terms and abbreviations are defined in the Glossary at the end of this
Notice and Explanatory Statement.
The Directors have concluded that the disposals of a portion of Elanor’s
interests in ELHF and all of its interests in the AHS is in the best
interests of Securityholders and unanimously recommend that you vote
in favour of the Resolution for the reasons outlined in the Explanatory
Statement.
The Independent Expert has concluded in the Independent
Expert's Report that the disposals of a portion of Elanor’s
interests in ELHF and all of its interests in the AHS are fair and
reasonable to the Securityholders whose votes are not to be
disregarded for the purposes of ASX Listing Rule 14.11, and that
the disposals are on arm's length terms.

The Directors recommend that Securityholders
vote IN FAVOUR of the Resolution
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Letter from the Chairman
23 August 2021
Dear Securityholder,
Elanor Investors Group (Elanor) is proposing to participate in a new funds management initiative by Elanor Funds
Management Limited as trustee for the Elanor Metro and Prime Regional Hotel Fund (EMPR), being the acquisition by
EMPR of part of the Elanor Luxury Hotel Fund (ELHF) and all of the Albany Hotel Syndicate (AHS), to establish a single
accommodation hotel investment vehicle, the $346 million Elanor Hotel Accommodation Fund (EHAF).
This significant funds management initiative will be completed through:
x

combining the unlisted ELHF with EMPR;

x

transferring Elanor’s interest in the AHS to EMPR; and

x

reorganising these entities into a new stapled fund structure, to be called the EHAF,
(collectively the EHAF Reorganisation).

To complete the EHAF Reorganisation, EMPR is undertaking a pro-rata entitlement offer to existing EMPR fund investors
and a capital raising from new wholesale and sophisticated investors to the extent of any shortfall in the entitlement offer.
ELHF and AHS are currently 100% owned by Elanor. The effect of the EHAF Reorganisation is the partial sell down of ELHF
and the sale of all of the AHS from Elanor’s balance sheet investment portfolio to EHAF. This has been a stated strategy of
Elanor since establishment of ELHF in November 2019.
Elanor Securityholders are being asked to consider and vote on a resolution to approve the EHAF Reorganisation
(Resolution) and thereby facilitate the sell-down of Elanor’s investment in these funds. This transaction is a further step in
the execution of Elanor’s stated capital lite strategy and will provide capital growth for Elanor, and the opportunity to
undertake capital management initiatives.
Background
Elanor currently owns 42.9% of the equity interests in EMPR which owns and operates 10 metropolitan and regional hotels
across Australia. The independent valuation of the hotel assets of EMPR is $170.9 million as at 30 June 2021.
Elanor originated and currently owns 100% of the interests in ELHF, which owns and operates 3 luxury hotels in Australia.
ELHF is a stapled security comprising a head trust and a holding company. The independent valuation of the hotel assets
of ELHF as at 30 June 2021 is $172.0 million.
Elanor currently owns 100% of the interests in AHS which owns the Albany Hotel in Western Australia. The independent
valuation of the hotel asset of the Albany Syndicate as at 30 June 2021 is $3.2 million.
Elanor announced the establishment of ELHF in mid-2019 and determined to initially hold 100% of the equity in ELHF with
a view to commencing a capital raising to wholesale and sophisticated investors in early 2020. The onset of the COVID-19
pandemic in early 2020 prevented the planned capital raising for ELHF with the result that Elanor determined to hold the
asset on Elanor’s balance sheet for the medium term and until such time as the capital raising to investors could be
completed.
The Elanor Hotel Accommodation Fund
The EHAF Reorganisation contemplates the establishment of the Elanor Hotel Accommodation Fund (EHAF) through:
(a)

a capital raising of between $68.6 million to $92.7 million via a pro-rata entitlement offer to current EMPR investors
to participate in the transaction and also through an offer to new wholesale and sophisticated investors;

(b)

restructuring elements of the current EMPR and ELHF debt facilities;

(c)

a reorganisation of the ownership interests of EMPR, ELHF and AHS, such that:

(d)

(i)

EMPR acquires 100% of AHS from Elanor;

(ii)

EMPR investors acquire part of the interests in ELHF from Elanor;

(iii)

EMPR and ELHF are merged by way of a stapling of the securities of EMPR and ELHF (including those held
by Elanor in each entity); and

amending the key documents of each of the entities within EHAF to reflect the new name of the stapled group to the
Elanor Hotel Accommodation Fund and align the key documents with the EHAF Information Memorandum.

At the conclusion of the EHAF Reorganisation, Elanor will hold an interest in EHAF of between 49.0% (assuming a capital
raising of $68.6 million) and 36.4% (assuming a capital raising of $92.7 million).
Rationale for EHAF Reorganisation
The EHAF Reorganisation will facilitate the syndication of the ELHF assets as originally planned. This is consistent with
Elanor’s stated strategy of being a ‘capital lite’ real estate funds management business (as detailed in Elanor’s recent Annual
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Reports) and is consistent with recent market announcements, including Elanor’s 1HFY21 Results Presentation which
discusses the ‘sell-down’ of Elanor’s hotel co-investments.
Reasons to vote in favour of the EHAF Reorganisation
The Directors are of the view that the advantages of the EHAF Reorganisation, and other matters which may be relevant to
a Securityholder’s decision to vote in favour of the Resolution, include that:
x

x

x

the EHAF Reorganisation enables:
o

Elanor to execute on its stated strategy of syndicating ELHF, post the COVID-19 pandemic, and thereby
release capital for growth and capital management initiatives;

o

unlocking the value in the EHAF assets by combining them into a single hotel accommodation investment
within a well understood real estate investment structure; and

o

establishment of the optimal investment vehicle to facilitate future acquisitions;

the EHAF Reorganisation establishes a single hotel accommodation investment vehicle with Elanor as fund manager
and hotel operator, that has greater scale and diversity than its predecessor funds (EMPR, ELHF and AHS), which
will:
o

benefit from economies of scale and reduced concentration risk;

o

improve access to capital (both debt and equity) for future growth by acquisition; and

o

provide a pathway to a potential ASX listing, or alternatively, achieve a portfolio premium on a future trade
sale.

the Independent Expert has concluded that the disposals of part of Elanor’s interest in ELHF and all of its interest in
the AHS to investors in EMPR are fair and reasonable to Securityholders whose votes are not to be disregarded for
the purposes of ASX Listing Rule 14.11, and that the disposals are on arm's length terms.

Further details in relation to the advantages of the EHAF Reorganisation can be found in Section 2.3 of the explanatory
statement (Explanatory Statement) accompanying the Notice of Meetings (Notice).
Reasons to vote against the EHAF Reorganisation
The Directors are of the view that the potential disadvantages of the EHAF Reorganisation and other matters which may be
relevant to a Securityholder's decision to vote against the Resolution include whether you disagree with the conclusions of
the Directors, the Independent Expert and the Valuers and/or whether you believe the EHAF Reorganisation changes the
risk profile of Elanor. Further details in relation to the disadvantages of the EHAF Reorganisation can be found in Section
2.4 of the Explanatory Statement.
Unanimous support of all Directors
After careful consideration (including evaluation of the various advantages of the EHAF Reorganisation and its
disadvantages and risk factors), the Directors have all concluded that the EHAF Reorganisation is in the best interests of
Securityholders and unanimously recommend that you vote in favour of the Resolution for the reasons outlined above.
Support of major Securityholders
Furthermore, we have been advised by
x

Securityholders who hold 55.8% of the Securities on issue for which the Securityholder is eligible to vote on the
Resolution; and

x

advisers to Securityholders who hold 8.3% of the Securities on issue for which the Securityholder is eligible to vote
on the Resolution,

and in each case, whose votes are not to be disregarded under ASX Listing Rule 14.11, that as at the date of this
Explanatory Statement they intend to support the approval of the Resolution.
Resolution
There is a single ordinary resolution that must be passed by Securityholders to approve the EHAF Reorganisation. The
Resolution is set out in the Notice and described in further detail in the Explanatory Statement.
How to Vote
Due to the continually uncertain and evolving circumstances involving COVID-19 pandemic and associated health and safety
concerns, the Meetings will be held as virtual meetings on 29 September 2021 at 10.00am Sydney time. Securityholders
will be unable to attend the Meetings in person but can participate in the Meetings from their computer or from their mobile
device by using the URL https://web.lumiagm.com/322385716. The Meetings will be conducted so that Securityholders are
able to vote online during the Meetings.
Securityholders are, however, strongly encouraged to lodge a directed proxy form prior to the Meetings in
accordance with the instructions in the Notice.
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Your vote is important
Full details of the EHAF Reorganisation, including matters which you should consider, are included in the Notice and
Explanatory Statement and I ask you to read these carefully (including the report from the Independent Expert attached as
Schedule 1 to the Explanatory Statement). If you have any questions, please contact the toll-free Information Line on 1300
855 080 (within Australia) and +61 3 9415 4000 (outside Australia) between 8:30 am and 5:00 pm AEST Monday to Friday.
Your Directors would like to take this opportunity to thank you for your support and unanimously recommend that
you vote in favour of the Resolution. The various ways you can cast your vote are set out in the Notice and
accompanying Explanatory Statement.
Yours sincerely,

Paul Bedbrook
Chairman
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Item of Business
1.

Approval of disposals of interests in the Elanor Luxury Hotel Fund and the Albany
Hotel Syndicate

Resolution
To consider and, if thought fit, to pass, with or without amendment, the following resolution as an ordinary resolution of
Elanor:
"That for the purpose of ASX Listing Rule 10.1 and for all other purposes, approval is given for Elanor to dispose of up to
63% of its interests in ELHF to the Securityholders of EMPR and 100% of its interests in the Albany Syndicate to EMPR, in
each case as described in the Explanatory Statement.”
Short Explanation: Elanor is proposing to dispose of a part of its holding in ELHF to the security holders of EMPR and all of
its holding in the AHS to EMPR. EFML is the Trustee and manager of EMPR and is a subsidiary and associate of Elanor.
Accordingly, the disposals of interests in ELHF and the AHS are technically disposals to related parties under ASX Listing
Rule 10.1 which require approval from Securityholders.
Independent Expert's Report
Securityholders should carefully consider the report prepared by the Independent Expert for the purposes of Securityholder
approval under ASX Listing Rule 10.1. The Independent Expert's Report comments on the fairness and reasonableness of
the disposals the subject of this Resolution from the viewpoint of the Securityholders whose votes are not to be disregarded
for the purposes of ASX Listing Rule 14.11. The Independent Expert's Report also opines on whether those disposals are
on arm's length terms.
The Independent Expert has concluded in the Independent Expert's Report that the disposals by Elanor of part of
its interests in ELHF and all of the AHS are fair and reasonable to the Securityholders whose votes are not to be
disregarded for the purposes of ASX Listing Rule 14.11, and that the disposals are on arm's length terms.
Voting exclusion: A voting exclusion applies to this Resolution – details are set out in the Explanatory Statement.
How to Vote
These Voting Notes should be read together with, and form part of, the Notice.
Securityholders eligible to vote
In accordance with sections 1074E(2)(g)(i) of the Corporations Act and regulation 7.11.37 of the Corporations Regulations,
Elanor has determined that for the purposes of the Meetings, all Securities will be taken to be held by the registered holders
at 7:00pm Sydney time on 27 September 2021.
Accordingly, Security transfers registered after that time will be disregarded in determining entitlements to attend and vote
at the Meetings.
Admission to Meetings
Securityholders will be unable to attend the Meetings in person but can participate in the Meetings from their computer or
from
their
mobile
device
at
https://web.lumiagm.com/322385716
or
https://web.lumiagm.com
using
meeting ID: 322-385-716.
Securityholders will need the following information to participate in the Meetings in real time:
(a)

The meeting ID for the Elanor EGM, which is 322-385-716

(b)

Username, which is the Securityholder's SRN/HIN; and

(c)

Password, which is the postcode registered to the holding for an Australian Securityholder.

Overseas Securityholders should refer to the Online Meeting Guide (link below) for their password details. Further information
regarding online attendance at the meeting (including how to vote and ask questions virtually during the meeting) is set out in
the Online Meeting Guide available at: http://www.computershare.com.au/virtualmeetingguide.
The Meetings will be conducted using the Lumi online platform which enables Securityholders to:
x

see the Meeting presentation materials and listen to the Meetings live;

x

vote online during the Meetings; and

x

ask questions online during the Meetings.

Securityholders can submit a question or comment prior to the Meetings at www.investorvote.com.au. Written questions
should be submitted no later than five business days before the Meetings. This means that you must submit your questions
before 10.00 am (Sydney time) on 22 September 2021. You may also submit questions and comments online. The Chair of
the Meeting will endeavour to address as many frequently asked relevant questions and comments as possible during the
Meeting. However, there may not be sufficient time available at the Meetings to address all questions and comments raised.
Voting on the resolution will be conducted by a poll.
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Proxies
If you are eligible to vote but do not plan to participate in the Meetings, you are encouraged to complete and return a proxy
form. You are entitled to appoint one or two proxies. Where two proxies are appointed, you may specify the number or
proportion of votes that each may exercise, failing which each may exercise half of the votes.
A proxy need not be a Securityholder. If you want to appoint one proxy, you can use the form provided. If you want to appoint
two proxies, please follow the instructions on the proxy form. If you sign and return a proxy form and do not nominate a
person to act as your proxy, the Chair will be appointed as your proxy by default.
Securityholders are strongly encouraged to lodge a proxy form prior to the Meetings in accordance with the
instructions in this Notice.
Where to Lodge Your Proxy
You may lodge a proxy by following the instructions set out on the proxy form accompanying this Notice. To be effective the
proxy must be received by Computershare in accordance with the instructions on the proxy form at the postal address, fax
number or website below, not later than 10:00am Sydney time on 27 September 2021:
Post to:

Computershare Investor Services Pty Limited GPO Box 242, Melbourne VIC 3000 Australia

Fax to:

1800 783 447 or +61 (3) 9473 2555 (if overseas)

Lodge online at:

www.investorvote.com.au (see the proxy form for online lodgement instructions)

How the Chair will vote undirected proxies
The Chair intends to vote any undirected proxies in favour of the Resolution.
If you wish, you can appoint the Chair as your proxy and direct the Chair to cast your votes contrary to the above stated
voting intention or to abstain from voting on the Resolution. Simply mark your voting directions on the proxy form before you
return it.
Voting exclusions
Certain voting exclusions apply to the Resolution - details are set out in the Explanatory Statement.
Important Notes
Concurrent Meetings
Each Security consists of a share in Elanor Investors Limited (EIL) and a unit in Elanor Investment Fund (EIF). The
responsible entity of EIF is EFML. The shares and units are “stapled” together and quoted jointly on the ASX.
As EIL and EIF are separate entities, each is required to conduct a separate meeting. The Chair of the Meetings has
determined that because the Resolution to be proposed at the two Meetings and the persons eligible to vote on the
Resolutions are the same, both Meetings will be conducted concurrently so that, from an administrative and attendee point
of view, the conduct of the Meetings will be as if they were one single meeting.
Quorum
The constitutions of EIL and EIF provide that three Securityholders present in person or by proxy, attorney or representative
who are entitled to vote shall be a quorum for the Meetings.
Required voting thresholds
The vote on the Resolution will be conducted by way of a poll.
On a poll, each Securityholder has one vote for each Security held at 7:00pm Sydney time on 27 September 2021.
The Resolution is an ordinary resolution and will be passed if more than 50% of the votes cast on the Resolution are in
favour.
Appointment of Chair
Pursuant to the authority of EIL under clause 18.6 of its constitution and EFML under clause 22.7 of the constitution of EIF,
the Chair of the Board, Mr Paul Bedbrook, is to be the Chair of the Meetings. Failing him, another person appointed by EIL
and EFML will act as Chair of the Meetings.
By order of the Board

Symon Simmons
Company Secretary
23 August 2021
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Explanatory Statement
This is an important document. If you are in any doubt as to how to act, you should consult your financial or legal
adviser as soon as possible.
Purpose of this Explanatory Statement
This Explanatory Statement explains the item of business to be considered at the Meetings and should be read in conjunction
with the Notice. This Explanatory Statement provides Securityholders with the necessary information to assist them in
deciding how to vote on the item of business to be considered at the Meetings.
This Explanatory Statement does not take into account the individual investment objectives, financial situation and particular
needs of Securityholders or any other person. Accordingly, it should not be relied upon as the sole basis for any decision in
relation to the item of business to be considered at the Meetings. You should read this Explanatory Statement in its entirety
before making a decision as to how to vote at the Meetings. If you have any doubt as to what you should do once you have
read this Explanatory Statement, you should consult your financial or legal adviser as soon as possible.
The Independent Expert has concluded in the Independent Expert's Report that the disposals of a portion of
Elanor’s interests in ELHF and all of its interests in the AHS are fair and reasonable to the Securityholders whose
votes are not to be disregarded for the purposes of ASX Listing Rule 14.11, and that the disposals are on arm's
length terms.
Forward looking statements
Certain statements in this Explanatory Statement relate to the future. Those statements involve known and unknown risks,
uncertainties and other important factors that could cause the actual results, performance or achievements of Elanor to be
materially different from future results, performance or achievements expressed or implied by those statements. These
statements reflect views only as of the date of this Explanatory Statement.
While Elanor believes that the expectations reflected in the forward-looking statements of Elanor in this document are
reasonable, neither Elanor nor any other person gives any representation, assurance or guarantee that the occurrence of
the events expressed or implied in any forward-looking statements in this Explanatory Statement will actually occur and you
are cautioned not to place undue reliance on those forward looking statements.
Disclaimer
No person is authorised to give any information or make any representation in connection with the item of business to be
considered at the Meetings which is not contained in this Explanatory Statement.
Any information or representation not contained in this Explanatory Statement may not be relied on as having been
authorised by Elanor or the Directors in connection with the item of business to be considered at the Meetings.
Privacy
To assist Elanor to conduct the Meetings, Elanor may collect personal information including names, contact details and
securityholding details of Securityholders and the names of persons appointed by Securityholders to act as proxy at the
Meetings. Personal information of this nature may be disclosed by Elanor to its registry and print and mail service providers.
Securityholders have certain rights to access their personal information that has been collected and should contact the
Company Secretary if they wish to access their personal information.
ASX involvement
A copy of this Explanatory Statement, together with the Notice, was lodged on 23 August 2021 with ASX pursuant to the
ASX Listing Rules. Neither ASX nor any of its officers or employees take any responsibility for the contents of the Notice
and Explanatory Statement.
Glossary
Terms and abbreviations used in the Notice and Explanatory Statement have the same meanings and are defined in the
Explanatory Statement’s Glossary, other than in the Independent Expert's Report which contains its own glossary.
Key Dates
Event

Date

Date of this Notice and Explanatory Statement

23 August 2021

Dispatch of Notice, Explanatory Statement and Proxy Form
to Securityholders

27 August 2021

Date for establishing voting entitlements

7:00pm, 27 September 2021

Latest time for receipt of Proxy Forms

10:00am, 27 September 2021

Meetings of Elanor Securityholders

10:00am, 29 September 2021

10

1.

Background to Proposed Reorganisation

1.1

Overview of the current position of the funds

Elanor Metro and Prime Regional Hotel Fund (EMPR)
Elanor currently owns 42.9% of the interests in EMPR which owns and operates 10 metropolitan and regional hotels across
Australia. Elanor acts as the fund manager and hotel operator for EMPR’s assets. EMPR is a stapled security comprising
two head trusts and two holding companies. The independent valuation of the hotel assets of EMPR was $170.9 million as
at 30 June 2021.
Elanor Luxury Hotel Fund (ELHF)
Elanor originated and currently owns 100% of the interests in ELHF which owns and operates 3 luxury hotels in Australia.
ELHF is a stapled security comprising a head trust and a holding company. The independent valuation of the hotel assets
of ELHF as at 30 June 2021 is $172.0 million.
Elanor announced the establishment of ELHF in mid-2019 and determined to initially hold 100% of the equity in ELHF with
a view to commencing a capital raising to wholesale and sophisticated investors in late 2019 and early 2020. The onset of
the COVID-19 pandemic in early 2020 prevented the planned capital raising for ELHF with the result that Elanor determined
to hold the asset on Elanor’s balance sheet for the medium term and until such time as the capital raising to managed fund
investors could be completed.
Albany Hotel Syndicate (AHS)
Elanor currently owns 100% of the interests in AHS which owns the Albany Hotel in Western Australia.

2.

EHAF Reorganisation

2.1

The Elanor Hotel Accommodation Fund (EHAF)

The EHAF Reorganisation contemplates the establishment of the Elanor Hotel Accommodation Fund (EHAF) through:
(a)

a capital raise of between $68.6 million to $92.7 million via a pro-rata entitlement offer to current EMPR investors to
participate in the transaction and also through an offer to new wholesale and sophisticated investors;

(b)

restructuring elements of the current EMPR and ELHF debt facilities;

(c)

a reorganisation of the ownership interests of EMPR, ELHF and AHS, such that:

(d)

(i)

EMPR acquires 100% of AHS from Elanor;

(ii)

EMPR investors acquire part of the interests in ELHF from Elanor;

(iii)

EMPR and ELHF are merged by way of a stapling of the securities of EMPR and ELHF (including those held
by Elanor in each entity); and

amending the key documents of each of the entities within the stapled group to reflect the new name, the 'Elanor
Hotel Accommodation Fund', and align the key documents with the EHAF Information Memorandum.

EFML has the powers under the constitution of EMPR and under the subscription agreements for the new investors, to effect
the steps in the EHAF Reorganisation.
At the conclusion of the EHAF Reorganisation, Elanor will hold an interest in EHAF of between 49.0% (assuming a capital
raising of $68.6 million) and 36.4% (assuming a capital raising of $92.7 million).
2.2

Rationale for EHAF Reorganisation

The EHAF Reorganisation will facilitate the syndication of the ELHF assets as originally planned. This is consistent with
Elanor’s stated strategy of being a ‘capital lite’ real estate funds management business (as detailed in Elanor’s recent Annual
Reports), and is consistent with recent market announcements, including Elanor’s 1HFY21 Results Presentation which
discusses the ‘sell-down’ of Elanor’s hotel co-investments. This transaction is a further step in the execution of Elanor’s
stated capital lite strategy and will provide growth capital for Elanor and the opportunity to undertake capital management
initiatives.
2.3

Reasons to vote in favour of the EHAF Reorganisation

The Directors have concluded that the EHAF Reorganisation is in the best interests of Securityholders and unanimously
recommend that Securityholders vote in favour of the EHAF Reorganisation and the Resolution. In forming this view, the
Directors have given careful consideration to the various advantages of the EHAF Reorganisation (set out in this Section
2.3) and the Disadvantages and Risk factors discussed below (in Sections 2.4 and 2.5 respectively). The Directors have
also considered the Independent Expert’s Report in relation to their recommendation to vote in favour of the Resolution.
The Directors are of the view that the following non-exhaustive list of advantages of the EHAF Reorganisation and other
matters may be relevant to a Securityholder’s decision to vote in favour of the Resolution:
(a)

the EHAF Reorganisation proposed by Elanor allows for:
(i)

Release of capital - Elanor to execute on its stated strategy of syndicating ELHF, and thereby releasing
capital to facilitate a range of potential growth and capital management initiatives;
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(ii)

Single vehicle for improved performance, growth and liquidity outcomes – the EHAF Reorganisation
establishes a single hotel accommodation investment vehicle with Elanor as fund manager and hotel operator,
which has greater scale and diversity than its predecessor funds (EMPR, ELHF and AHS), which will
(A)
(B)
(C)

benefit from economies of scale and reduced concentration risk;
improve access to capital (both debt and equity) for future growth by acquisition; and
provide a pathway to a potential ASX listing, or alternatively, achieve a portfolio premium on a future
trade sale;

(b)

Unlocking of value- the unlocking of the value in the EHAF assets by combining them into a single hotel and
accommodation investment within a well understood real estate investment structure;

(c)

Positioned for growth- the establishment of the optimal investment vehicle to facilitate future acquisitions by
EHAF; and

(d)

Conclusion of Independent Expert- the Independent Expert was engaged by the Directors to provide an
assessment as to whether the proposed disposals of the interests in ELHF and the AHS are fair and reasonable from
the viewpoint of Securityholders whose votes are not to be disregarded for the purposes of ASX Listing Rule 14.11,
and whether the proposed disposals are on arm's length terms. The Independent Expert has concluded that the
proposed disposals of interests in both ELHF and the AHS are fair and reasonable to Securityholders whose votes
are not to be disregarded for the purposes of ASX Listing Rule 14.11, and are on arm’s lengths terms. A full copy of
the Independent Expert’s Report, which you are encouraged to read in full, is annexed to this Explanatory Statement
as Schedule 1.

2.4

Reasons to vote against the EHAF Reorganisation

While the Directors unanimously recommend that you vote in favour of the EHAF Reorganisation, there are potential
disadvantages associated with the EHAF Reorganisation of which you should be aware. This section should be read in
conjunction with the Risk Factors in Section 2.5 of this Explanatory Statement.
D

You may disagree with Directors- you may disagree with the conclusions of the Directors about the benefits of the
EHAF Reorganisation.

E

You may perceive material risks- the EHAF Reorganisation may change the risk profile for Securityholders, in that
you may consider that it may be to Elanor’s advantage to retain its current interests in ELHF and AHS until the further
impacts of COVID-19 are understood.

F

You may disagree with the Independent Expert- you may disagree with the conclusions of the Independent Expert
that the disposals of interests in E/+) to the EMPR security holders and the AHS to EMPR are fair and reasonable.

2.5

Risk factors

The key risks of the EHAF Reorganisation are:
(a)

Adverse movements in Property Valuations – Valuations ascribed to each property will be influenced by a number
of ongoing factors both intrinsic and extrinsic to Elanor. You may consider that Elanor will achieve superior operating
returns by retaining its current interests in ELHF and the AHS. Note that irrespective of the EHAF Reorganisation,
Elanor will act as fund manager and hotel operator for ELHF and AHS assets.

(b)

Impact of COVID-19 – Events relating to COVID-19 have resulted in significant market uncertainty. Uncertainty
remains as to the duration and further impact of COVID-19. You may consider that it may be to Elanor’s advantage
to retain its current interests in ELHF and AHS until any further impacts of COVID-19 are understood.

2.6

Directors' interests in the EHAF Reorganisation

None of the Directors nor their associates have any interest in the EHAF Reorganisation, other than as Securityholders as
set out below:
Name

Securityholding

Voting Power

Paul Bedbrook

306,137

306,137

Glenn Willis

10,351,996*

10,351,996*

Nigel Ampherlaw

200,000

200,000

Anthony (Tony) Fehon

6,666

6,666

* including securities issued under the Elanor Long Term Incentive scheme
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3.

Resolution - Approval of disposals of interests in Elanor Luxury Hotel Fund and Albany
Hotel Syndicate

3.1

ASX Listing Rule 10.1

Elanor is proposing to dispose of a portion of its interests in ELHF to EMPR investors (current and new investors through
an offer to new wholesale and sophisticated investors), and to dispose of all its interests in the AHS to EMPR. EFML is
trustee and manager of EMPR and is a subsidiary and associate of Elanor. Elanor is also a substantial holder of EMPR
Securities.
ASX Listing Rule 10.1 provides that a listed entity must not dispose of, or agree to dispose of, a substantial asset to:
10.1.1 a related party;
10.1.2 a child entity;
10.1.3 a person who is, or was at any time in the 6 months before the transaction, a substantial holder in the listed entity;
10.1.4 an associate of any person referred to in Listing Rules 10.1.1 to 10.1.3; or
10.1.5 a person whose relationship with the listed entity or a person referred to in Listing Rules 10.1.1 to 10.1.4 is such that,
in ASX’s opinion, the issue or agreement should be approved by securityholders,
unless it first obtains the approval of its securityholders. Because EFML is a subsidiary of EIL and the responsible entity of
EIF and therefore a child entity and related party of Elanor, the EHAF Reorganisation falls within ASX Listing Rules 10.1.1
and 10.1.2 and is considered to be a disposal of a substantial asset that requires the approval of Elanor’s Securityholders
under and for the purposes of ASX Listing Rule 10.1.
Under ASX Listing Rule 10.2, an asset is substantial if "its value, or the value of the consideration for it is, or in ASX's opinion
is, 5% or more of the equity interests of the entity as set out in the latest accounts given to ASX under the listing rules". The
proposed disposal of AHS is for net consideration of approximately $2.4 million, reflecting the net assets of the fund. The
proposed disposal of a partial interest in ELHF is for net consideration of between $16.6 million (assuming a capital raising
of $68.6 million) and $40.7 million (assuming a capital raising of $92.7 million) reflecting a proportion of the net assets of the
fund. Even at the lower end of the range for ELHF, these disposals would collectively exceed 5% of the equity interests in
Elanor set out in its latest accounts, and accordingly are regarded as a disposal of substantial assets for the purposes of
ASX Listing Rule 10.2.
In summary the EHAF Reorganisation technically constitutes the disposal of substantial assets to a related party, requiring
approval from Securityholders for the purposes of ASX Listing Rule 10.1, as EFML will be acquiring interests in AHS as
trustee for EMPR and interests in ELHF on behalf of EMPR investors.
Background information on ELHF and AHS is set out in Section 1 of this Explanatory Statement.
If the Resolution is passed, Elanor will be able to participate in the EHAF Reorganisation, which involves disposal of all of
Elanor’s interests in AHS to EMPR, disposal of part of Elanor’s interests in ELHF to EMPR investors, and a merger of ELHF
and EMPR via a stapling of the securities of ELHF and EMPR (including those held by Elanor in each entity).
If the Resolution is not passed, the EHAF Reorganisation will not proceed.
3.2

Information required by ASX Listing Rule 10.5

Pursuant to and in accordance with the requirements of ASX Listing Rule 10.5, the following information is provided in
relation to the disposals of interests in ELHF and AHS:
Term

Detail

Name of the persons to whom
Elanor is disposing of the
substantial assets

The disposal of interests in the AHS will be to EFML as trustee for EMPR.

Nature of the persons to
whom Elanor is disposing of
the substantial assets

EFML is a subsidiary of EIL and the responsible entity of EIF and therefore a child
entity and related party of Elanor and falls within categories in ASX Listing Rules
10.1.1 and 10.1.2.

Assets being disposed of

Under the terms of the EHAF Reorganisation, Elanor will:

The disposal of interests in ELHF will be to EFML on behalf of EMPR investors. This
is (relevantly) a consortium of third-party investors.

x

Dispose of 100% of its interest in AHS to EMPR. AHS owns the ibis Styles Albany
Hotel;

x

Dispose of an interest in ELHF of between 25% (assuming a capital raising of
$68.6 million) and 62% (assuming a capital raising of $92.7 million) to EMPR
investors. ELHF owns three hotels namely, the Mayfair Hotel, Cradle Mountain
Lodge and Adabco Boutique Hotel (please refer to the Independent Expert’s
Report for further details regarding the assets owned by ELHF); and

x

Participate in the merger of EMPR and ELHF by way of a stapling of the securities
of EMPR and ELHF, in respect of the securities held by it in each entity.

Elanor Investor Group | Notice of Meetings of Securityholders
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Term

Detail
At the conclusion of the EHAF Reorganisation, Elanor will hold an interest in EHAF of
between 49.0% (assuming a capital raising of $68.6 million) and 36.4% (assuming a
capital raising of $92.7 million). This includes exposure to the assets of AHS and
ELHF which form part of the stapled group.

How the substantial assets
are being disposed of

Consideration

x

Elanor is disposing of the proposed proportion of its interest in ELHF by
transferring the corresponding number of securities in ELHF held by it to EMPR
securityholders as part of the EHAF Reorganisation; and

x

Elanor is disposing of all securities in AHS held by it to EFML as trustee for EMPR.

x

Elanor’s retained interest in ELHF

The consideration to be received by Elanor for all its interests in AHS, will be $2.4
million reflecting the current net assets of the fund.
The net consideration to be received for the sell down of Elanor’s interests in ELHF,
based on the current $66.0 million net assets of the fund, will be between $16.6 million
(assuming a capital raising of $68.6 million) and $40.7 million (assuming a capital
raising of $92.7 million).
The sale prices for AHS and ELHF are based on independent valuations of each
property as at June 2021, with the addition of other assets and deduction of liabilities
at face value. An assessment of the pricing methodology and fairness of each
transaction is set out in the Independent Expert's Report.

Use of funds

The funds raised by the disposal of the interests in ELHF and AHS will be used for
various capital management initiatives and to facilitate future growth opportunities for
Elanor.

Timetable for completing the
disposal

Completion of the EHAF Reorganisation is scheduled to occur by 30 September 2021.

3.3

Summary of Independent Expert's Report

Under ASX Listing Rule 10.5.10, a notice of meeting seeking securityholder approval for the purposes of ASX Listing Rule
10.1 must include a report on the proposed disposals of the relevant assets from an independent expert. The report must
state the independent expert's opinion as to whether the transaction is fair and reasonable to the Securityholders whose
votes are not to be disregarded under ASX Listing Rule 14.11.
EFML appointed BDO Corporate Finance (East Coast) Pty Ltd as an independent expert (Independent Expert) and
commissioned it to prepare a report to provide an opinion as to whether the disposals of Elanor’s interests in ELHF and AHS
are fair and reasonable to the Securityholders whose votes are not to be disregarded for the purposes of ASX Listing Rule
14.11. The Independent Expert's Report also opines on whether those disposals are on arm's length terms.
A copy of the Independent Expert's report dated 20 August 2021 in relation to the disposals of Elanor’s interests in ELHF
and AHS (Independent Expert's Report) is annexed to this Explanatory Statement as Schedule 1.
The Independent Expert has concluded in the Independent Expert's Report that the disposals of Elanor’s interests
in ELHF and AHS are fair and reasonable to the Securityholders whose votes are not to be disregarded for the
purposes of ASX Listing Rule 14.11, and that the disposals are on arm's length terms.
The Directors recommend that Securityholders read the Independent Expert's Report in full.
3.4

Valuation Summaries

The net consideration to be received for Elanor’s interests in AHS is $2.4 million. For ELHF, the net consideration will be
between $16.6 million (assuming a $68.6 million capital raising) and $40.7 million (assuming a $92.7 million capital raising).
The net consideration to be received by Elanor is based on the independent valuations prepared for those properties. Copies
of the full independent valuations prepared by the Valuers can be viewed at the offices of Elanor upon request. Valuers were
appointed as independent valuers by EFML and the Valuation Summaries were addressed to the Independent Expert.
The Independent Expert has also engaged an independent valuation firm to complete peer reviews of the independent
valuations prepared for ELHF and AHS. These peer reviews are incorporated in the Independent Expert's Report.
3.5

Recommendation

The Board unanimously recommends that Securityholders vote in favour of the Resolution.
Furthermore, eligible Securityholders who hold 55.8% of Securities on issue as at the date of this Explanatory Statement,
and advisers to eligible Securityholders who hold 8.3% of Securities on issue at that date, in each case whose votes are not
to be disregarded under ASX Listing Rule 14.11, have indicated that they intend to support the approval of the Resolution.
The Chair of the Meetings intends to vote all undirected proxies in favour of the Resolution.

14

3.6

Voting Exclusion

Elanor will disregard any votes cast in favour of the Resolution by or on behalf of:
x

a Director; or

x

any person or persons acquiring ELHF and/or the AHS from Elanor and any other person who will obtain a material
benefit as a result of the transaction (except a benefit solely by reason of being a holder of Securities); or

x

an associate of those persons.

However, this does not apply to a vote cast in favour of the Resolution by:
x

a person as proxy or attorney for a person who is entitled to vote on the Resolution, in accordance with directions
given to the proxy or attorney to vote on the Resolution in that way; or

x

the chair of the Meetings as proxy or attorney for a person who is entitled to vote on the Resolution, in accordance
with a direction given to the chair to vote on the Resolution as the chair decides; or

x

a holder acting solely in a nominee, trustee, custodial or other fiduciary capacity on behalf of a beneficiary provided
the following conditions are met:

3.7

o

the beneficiary provides written confirmation to the holder that the beneficiary is not excluded from voting, and
is not an associate of a person excluded from voting, on the Resolution; and

o

the holder votes on the Resolution in accordance with directions given by the beneficiary to the holder to vote
in that way.

Consents

The Independent Expert has consented to the inclusion in the Notice and this Explanatory Statement of both the Independent
Expert's Report and the statements in the Notice and this Explanatory Statement said to be based on a statement by the
Independent Expert in the form and context in which they have been included, and as at the date of the Notice and this
Explanatory Statement it had not withdrawn that consent.
The Valuers have consented to the inclusion of the Valuation Summaries and the statements said to be based on their
respective independent valuations of the hotel assets of ELHF and AHS and the Valuation Summaries in the Notice and this
Explanatory Statement in the form and context in which they have been included, and as at the date of the Notice and this
Explanatory Statement they had not withdrawn that consent.
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Glossary
AASB

Australian Accountings Standards Board

AHS

Albany Hotel Syndicate

ASIC

the Australian Securities and Investments Commission

ASX

ASX Limited or the Australian Securities Exchange operated by ASX
Limited, as the context requires

ASX Listing Rule

a listing rule of the ASX

Board

the board of Directors

Company Secretary

the company secretary of EFML and EIL

Computershare

Computershare Investor Services Pty Limited

Corporations Act

Corporations Act 2001 (Cth)

Corporations Regulations

Corporations Regulations 2001 (Cth)

Director

a director of EFML or EIL

DPS

distribution per security

EFML

Elanor Funds Management Limited

EHAF

Elanor Hotel Accommodation Fund

EIF

Elanor Investment Fund

EIL

Elanor Investors Limited

Elanor

Elanor Investors Group (a stapled group comprising Elanor Investors
Limited and Elanor Investment Fund)

Explanatory Statement

this explanatory statement

Independent Expert

BDO Corporate Finance (East Coast) Pty Ltd
ABN 70 050 038 170; AFS Licence No. 247420

Independent Expert's Report

the report on the proposed disposals of EHAF and AHS prepared by the
Independent Expert, which is included as Schedule 1

Meetings

the meeting of shareholders of EIL in conjunction with the meeting of unit
holders of EIF to be held on 29 September 2021

Notice

the notice of meetings of Securityholders to which this Explanatory
Statement is attached

REIT

a real estate investment trust

Resolution

The resolution to approve the EHAF Reorganisation which is to be
considered at the Meetings

Securities or Security

fully paid stapled securities of Elanor consisting of a fully paid share in EIL
stapled to a fully paid unit in EIF

Securityholder

a holder of a Security

Valuation Summaries

The valuation summaries prepared by the Valuers, as set out in the
Independent Expert’s Report

Valuers

Valuation Services (Vic) Pty Ltd, trading under licence as Knight Frank
Valuation & Advisory Victoria; and
CBRE Valuations Pty Limited
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INDEPENDENT EXPERT REPORT
Elanor Investors Limited and Elanor Funds Management
Limited, as Responsible Entity of Elanor Investment Fund
In relation to the disposal of interests in
- the Elanor Luxury Hotel Fund, and
- the Albany Hotel Syndicate
to a related party
20 August 2021

Tel: +61 2 9251 4100
Fax: +61 2 9240 9821
www.bdo.com.au

Level 11, 1 Margaret Street
Sydney NSW 2000
Australia

FINANCIAL SERVICES GUIDE
Dated: 20 August 2021
This Financial Services Guide (‘FSG’) helps you decide whether to
use any of the financial services offered by BDO Corporate
Finance (East Coast) Pty Ltd (‘BDO Corporate Finance, we, us,
our’).
The FSG includes information about:
x
x

x

x
x

Who we are and how we can be contacted;
The services we are authorised to provide under our
Australian Financial Services Licence, Licence No: 247420
Remuneration that we and/or our staff and any associates
receive in connection with the financial services
Any relevant associations or relationships we have
Our complaints handling procedures and how you may access
them.

ASSOCIATIONS AND RELATIONSHIPS
BDO Corporate Finance is a member firm of the BDO network in
Australia, a national association of separate entities (each of
which has appointed BDO (Australia) Limited ACN 050 110 275 to
represent it in BDO International). The general financial product
advice in our report is provided by BDO Corporate Finance and not
by BDO or its related entities. BDO and its related entities provide
services primarily in the areas of audit, tax, consulting and
financial advisory services.
We do not have any formal associations or relationships with any
entities that are issuers of financial products. However, you
should note that we and BDO (and its related entities) might from
time to time provide professional services to financial product
issuers in the ordinary course of business.

FINANCIAL SERVICES WE ARE LICENSED TO PROVIDE

COMPLAINTS RESOLUTION

We hold an Australian Financial Services Licence which authorises
us to provide financial product advice to retail and wholesale
clients about securities and certain derivatives (limited to old law
securities, options contracts and warrants). We can also arrange
for customers to deal in securities, in some circumstances. Whilst
we are authorised to provide personal and general advice to retail
and wholesale clients, we only provide general advice to retail
clients.

Internal Complaints Resolution Process

Any general advice we provide is provided on our own behalf, as a
financial services licensee.
GENERAL FINANCIAL PRODUCT ADVICE
Our general advice is typically included in written reports. In
those reports, we provide general financial product advice that is
prepared without taking into account your personal objectives,
financial situation or needs. You should consider the
appropriateness of the general advice having regard to your own
objectives, financial situation and needs before you act on the
advice. Where the advice relates to the acquisition or possible
acquisition of a financial product, you should also obtain a
product disclosure statement relating to the product and consider
that statement before making any decision about whether to
acquire the product.
FEES, COMMISSIONS AND OTHER BENEFITS THAT WE MAY
RECEIVE
We charge fees for providing reports. These fees are negotiated
and agreed to with the person who engages us to provide the
report. Fees will be agreed on an hourly basis or as a fixed
amount depending on the terms of the agreement. In this
instance, the Company has agreed to pay us $55,000 for preparing
the Report.
Except for the fees referred to above, neither BDO Corporate
Finance, nor any of its directors, employees or related entities,
receive any pecuniary benefit or other benefit, directly or
indirectly, for or in connection with the provision of general
advice.
All our employees receive a salary. Our employees are eligible for
bonuses based on overall company performance but not directly in
connection with any engagement for the provision of a report.
REFERRALS
We do not pay commissions or provide any other benefits to any
person for referring customers to us in connection with the
reports that we are licensed to provide.

As the holder of an Australian Financial Services Licence, we are
required to have a system for handling complaints from persons to
whom we provide financial product advice. Complaints can be in
writing, addressed to the Complaints Officer, BDO Corporate
Finance, Level 11, 1 Margaret St, Sydney NSW 2001 or by
telephone or email, using the contact details at the top of this
FSG.
When we receive a complaint we will record the complaint,
acknowledge receipt of the complaint within 15 days and
investigate the issues raised. As soon as practical, and not more
than 45 days after receiving the written complaint, we will advise
the complainant in writing of our determination.
Referral to External Dispute Resolution Scheme
If a complaint relating to general advice to a retail client is not
satisfied with the outcome of the above process, or our
determination, has the right to refer the matter to the Australian
Financial Complaints Authority (AFCA). AFCA is an independent
company that has been established to impartially resolve disputes
between consumers and participating financial services providers.
BDO Corporate Finance is a member of AFCA (Member Number
11843).
Further details about AFCA are available at the AFCA website
www.afca.org.au or by contacting them directly via the details
set out below.
Australian Financial Complaints Authority
GPO Box 3
MELBOURNE VIC 3001
Toll free: 1800 931 678
Email: info@afca.org.au
COMPENSATION ARRANGEMENTS
BDO Corporate Finance and its related entities hold Professional
Indemnity insurance for the purpose of compensating retail clients
for loss or damage suffered because of breaches of relevant
obligations by BDO Corporate Finance or its representatives under
Chapter 7 of the Corporations Act 2001. These arrangements and
the level of cover held by BDO Corporate Finance satisfy the
requirements of section 912B of the Corporations Act 2001.
CONTACT DETAILS
You may provide us with instructions using the details set out at
the top of this FSG or by emailing - cf.ecp@bdo.com.au

BDO Corporate Finance (East Coast) Pty Ltd ABN 70 050 038 170 AFS Licence No. 247 420 is a member of a national association of independent entities which are all members of
BDO (Australia) Ltd ABN 77 050 110 275, an Australian company Limited by guarantee. BDO Corporate Finance (East Coast) Pty Ltd and BDO (Australia) Ltd are members of BDO
International Ltd, a UK company limited by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme approved
under Professional Standards legislation.

www.bdo.com.au

SUMMARY OF FINDINGS

Australia

www.bdo.com.au

Tel: +61 2 9251 4100
Fax: +61 2 9240 9821
www.bdo.com.au

Australia

Level 11, 1 Margaret Street
Sydney NSW 2000
Australia

The Directors
Elanor Investors Limited and
Elanor Funds Management Limited in its capacity as
Responsible Entity of Elanor Investments Fund
Level 38, 259 George Street
SYDNEY NSW 2000
20 August 2021

Dear Directors

INDEPENDENT EXPERT REPORT IN RELATION TO THE DISPOSAL OF INTERESTS IN
- THE ELANOR LUXURY HOTEL FUND, AND
- THE ALBANY HOTEL SYNDICATE,
TO A RELATED PARTY
INTRODUCTION AND PURPOSE
BDO Corporate Finance (East Coast) Pty Ltd (ABN 70 050 038 170) (BDOCF, we, us or our) has been appointed by the
directors (Directors) of Elanor Funds Management Limited (EFML or the Company) as Responsible Entity for the Elanor
Investment Fund (EIF) whose securities are stapled to Elanor Investors Limited (EIL) and trade as Elanor Investors Group
(ENN), to prepare an independent expert report (Report or IER) setting out our opinion as to whether:
f

the proposed disposals of ENN’s interests in the Elanor Luxury Hotel Fund (ELHF) and Albany Hotel Syndicate
(AHS) by ENN to a related party, Elanor Metro and Regional Hotel Fund (EMPR), and receipt of a combination of
cash and securities in newly formed Elanor Hotel Accommodation Fund (EHAF), is fair and reasonable to the
securityholders of ENN (the Securityholders), whose votes are not to be disregarded under ASX Listing Rule 14.11;
and

f

the proposed disposals are on arm’s length terms for the purposes of Section 208 of the Corporations Act 2001
(Cth) (as modified by section 601LC of the Corporations Act 2001 (Cth)), and having regard to the principles for
determining whether transactions are arm’s length as set out in the Australian Securities and Investments
Commission (ASIC) Regulatory Guide 76.

Overview of the EHAF Reorganisation
Elanor Investors Group is a stapled group comprising Elanor Investors Limited and Elanor Investment Fund, whose
securities are stapled and trade as ENN on the Australian Securities Exchange (ASX). EFML is the Responsible Entity of
EIF.
ENN is proposing to undertake a transaction to:
f

combine the unlisted ENN managed fund ELHF and the unlisted ENN managed fund EMPR;

f

transfer ENN’s interest in the AHS to EMPR; and

f

reorganise these entities into a new stapled fund structure to be called the EHAF (the EHAF Reorganisation).

Additional capital is being raised via a pro-rata entitlement offer for existing EMPR fund investors, and a capital raise
from new wholesale and sophisticated investors (together, the Capital Raise). The total amount sought will range
between $68.6m and $92.7m.
Further details of the EHAF Reorganisation are provided in the Notice of Meeting and Explanatory Memorandum
(Transaction Document).

BDO Corporate Finance (East Coast) Pty Ltd ABN 70 050 038 170 AFS Licence No. 247 420 is a member of a national association of independent entities which are all members of
BDO (Australia) Ltd ABN 77 050 110 275, an Australian company Limited by guarantee. BDO Corporate Finance (East Coast) Pty Ltd and BDO (Australia) Ltd are members of BDO
International Ltd, a UK company limited by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme approved
under Professional Standards legislation.

Overview of the Proposed Transaction
Currently ENN securityholders hold the following interests:
f

100% of ELHF;

f

100% of AHS; and

f

42.9% in EMPR.

As part of the EHAF Reorganisation, the above interests will be reorganised, and ENN securityholders will receive:
f

Cash consideration for ELHF of between $16.6m and $40.7m, subject to the amount raised in the Capital Raise;

f

Cash consideration for AHS of $2.4m;

f

EHAF securities representing an interest in all of the net assets of EMPR, ELHF and AHS of between 36.4% and
49.0%, subject to the Capital Raise; and

f

Transaction costs for the EHAF Reorganisation payable by EHAF to the manager of EHAF, a wholly owned
subsidiary of ENN.

f

The right to receive additional ongoing management fees from EHAF.

f

In addition, ENN will provide a minimum 8% distribution guarantee to EHAF securityholders during FY22
(Distribution Guarantee).

Collectively, the Proposed Transaction.
If $68.6m is raised in the Capital Raise, the cash consideration for ELHF will be $16.6m and the resultant ENN stake in
EHAF will be approximately 49.0%.
If $92.7m is raised in the Capital Raise, the cash consideration for ELHF will be $40.7m and the resultant ENN stake in
EHAF will be approximately 36.4%.
The total transaction consideration to be paid to the Securityholders will therefore comprise cash, securities,
transaction fees receivable and additional ongoing management fees, net of the Distribution Guarantee (Transaction
Consideration). As the total consideration in the Proposed Transaction represents greater than 5% of the equity
interests in ENN, the Proposed Transaction is regarded as a disposal of substantial assets.
As EFML is trustee and manager of EMPR, a subsidiary and associate of ENN, and also a substantial holder of EMPR
securities (in its capacity as Responsible Entity of EIF), and will be:
f

on the sell-side of the Proposed Transaction as Responsible Entity for EIF and disposal of interests in AHS, EMPR
and ELHF; and

f

on the buy-side of the Proposed Transaction as trustee of the trusts within EMPR which will be stapled to ELHF to
form EHAF,

the transaction is considered to be a related party transaction.

APPROACH
The Directors have requested that BDOCF prepare an IER stating whether, in our opinion, the Proposed Transaction is
fair and reasonable to the Securityholders and on arm’s length terms, to satisfy the requirements of:
f

ASX Listing Rule 10.1 (LR 10.1); and

f

Section 208 of the Corporations Act (Cth) (as modified by section 601LC of the Corporations Act (Cth) (s208)
having regard to ASIC Regulatory Guide 76 (RG 76)).

Listing Rule 10.1
LR 10.1 deals with transactions between an entity and persons in a position to influence the entity. If an ASX listed
entity is disposing of a significant asset to a related party, LR 10.1 requires the securityholders to approve the disposal.
LR 10.5.10 requires that a report on the transaction from an independent expert be included in the notice of meeting.
The report must state the expert’s opinion as to whether the transaction is fair and reasonable to the holders of the
entity’s ordinary securities whose votes in favour of the transaction are not to be disregarded under LR 14.11.
In preparing our IER, we have considered the requirements of:
f

ASIC Regulatory Guide 111 Content of expert reports (RG 111);

f

ASIC Regulatory Guide 112 Independence of experts (RG 112); and

ELANOR FUNDS MANAGEMENT LIMITED

II

INDEPENDENT EXPERT REPORT

f

Accounting Professional & Ethical Standards Board (APESB) professional standard APES 225 ‘Valuation Services’
(APES 225).

RG 111 establishes guidelines in respect of independent expert reports under the Act. This regulatory guide provides
guidance as to what matters an independent expert should consider to assist Securityholders to make informed decisions
about transactions.
RG 111 states that there should be a separate assessment of fairness and reasonableness.
This engagement is a Valuation Engagement as defined by APES 225.
Fairness
RG 111 indicates that where the proposed transaction consists of an asset disposal by the entity, it is ‘fair’ if the value
of the financial benefit being received by the entity from the related party is greater than or equal to the value of the
assets being disposed. This comparison should be made assuming a knowledgeable and willing, but not anxious, buyer
and a knowledgeable and willing, but not anxious, seller acting at arm’s length.
Reasonableness
In accordance with RG 111.60, a proposed related party transaction is ‘reasonable’ if it is ‘fair’. It might also be
‘reasonable’ if, despite being ‘not fair’, the expert believes there are sufficient reasons for Securityholders to vote for
the proposal.
When deciding whether a proposed transaction is ‘reasonable’, factors an expert might consider include:
f

the financial situation and solvency of the entity;

f

the alternative options available to the entity;

f

the entity’s bargaining position;

f

whether there is selective treatment of any securityholder; and

f

any special value of the transaction to the purchaser.

Arm’s length terms
Our report also opines on whether the Proposed Transaction is on arm's length terms for the purposes of section 208 of
the Corporations Act 2001 (Cth) (as modified by section 601LC of the Corporations Act 2001 (Cth).
ENN is not seeking member approval for any related party transactions under the Corporations Act. ENN will instead,
rely on the arm's length exception in s210.
RG 76 provides guidance as to the definition of the terms “Arm’s Length”:
f

The Corporations Act does not define ‘arm’s length’.

f

Case law on the meaning of ‘arm’s length’ suggests that this phrase refers to a relationship between parties where
neither bears the other any special duty or obligation, they are unrelated, uninfluenced and each acts in its own
interests.

f

This meaning of ‘arm’s length’ is supported in recent case law that applies the phrase as it appears in taxation and
other legislation.

f

Specifically, ASIC v Australian Investors Forum at [456] indicates that, in determining the objective standards that
would characterise arm’s length terms, courts should consider the transaction terms that would result if:
(a)

the parties to the transaction were unrelated in any way (e.g. financially, or through ties of family,
affection or dependence);

(b)

the parties were free from any undue influence, control or pressure;

(c)

through its relevant decision-makers, each party was sufficiently knowledgeable about the circumstances
of the transaction, sufficiently experienced in business and sufficiently well advised to be able to form a
sound judgement as to what was in its interests; and

(d)

each party was concerned only to achieve the best available commercial result for itself in all the
circumstances.
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RG 76 provides guidance in relation to the arm’s length exemption in s210:
f

When considering whether this exception applies, public companies and responsible entities should consider all of
the following factors:
• how the terms of the overall transaction compare with those of any comparable transactions on an arm’s length
basis;
• the nature and content of the bargaining process;
• the impact of the transaction on the company or registered scheme;
• any other options available to the entity; and
• any expert advice received by the entity.

In deciding whether the exception applies, the terms on which the financial benefit is given should be compared to the
objective range of possible terms that these unrelated, uninfluenced and self-interested parties would reasonably
arrive at in the circumstances.

SUMMARY OF OPINION
We have considered the terms of the Proposed Transaction, as outlined in the body of this Report, and have
concluded that it is fair and reasonable to the Securityholders.
We have concluded that the transaction is fair. We therefore conclude that the Proposed Transaction is on arm’s
length terms in accordance with RG76.
A summary of our analysis in forming the above opinion is provided below. This summary should be read in conjunction
with our full IER that sets out in full the purpose, scope, basis of evaluation, limitations, information relied upon,
analysis and our findings.
In a draft report released to Management on 13 August 2021, our report concluded that the Proposed Transaction was
“not fair but reasonable”. We have updated our fairness assessment to incorporate clarifying information provided by
Management regarding additional fees to be received by ENN in connection with the Proposed Transaction. As a result
of the revised analysis, our opinion has changed in this report to “fair and reasonable”.
Fairness Assessment
In undertaking our assessment of fairness, we have had regard to the ASIC’s RG 111.
The Proposed Transaction is ‘fair’ if the value of the financial benefit being received by the entity is greater than or
equal to the value of the assets being disposed. This comparison should be made assuming a knowledgeable and willing,
but not anxious, buyer and a knowledgeable and willing, but not anxious, seller acting at arm’s length.
Our analysis has been performed by comparing:
f

the FMV of the interests pre-transaction; and

f

the FMV of the Transaction Consideration.

The results of our fairness analysis are summarised below.
Table 1: Fairness summary
Low Capital Raise
FMV of the interests pre-transaction
FMV of the Transaction Consideration
Fairness - Low Capital Raise scenario

$m
111.5
113.1
1.5

High Capital Raise
FMV of the interests pre-transaction
FMV of the Transaction Consideration
Fairness - High Capital Raise scenario

$m
111.5
114.7
3.2

Source: BDOCF analysis
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Figure 1: Fairness assessment

FMV of the Transaction Consideration ($m)

FMV of the interests pre-transaction ($m)

$110.0

113.1

111.5

$111.0

114.7

111.5

$112.0

$113.0

$114.0

$115.0

Source: BDOCF analysis

As set out above, the FMV of the Transaction Consideration offered to the Securityholders is above the FMV of the
interests held in ELHF, AHS and EMPR prior to the transaction.
Therefore, we have concluded that the Proposed Transaction is fair to Securityholders.
Reasonableness assessment
In accordance with RG 111.60 an offer is reasonable if it is fair. On this basis, the Proposed Transaction is reasonable
to Securityholders.
We have set out below a summary of reasonableness factors we consider relevant in assisting the Securityholders in
deciding whether or not to vote in favour of the Proposed Transaction.
Table 2: Summary of factors considered in the reasonableness assessment
Advantages
The Proposed
Transaction is fair

Our analysis concludes that the Proposed Transaction is fair to Securityholders. RG 111 states that an
offer is reasonable if it is fair.

The formation of a
single hotel and
accommodation
investment vehicle

The Proposed Transaction will enable the combination of ENN’s 14 Australian hotels into one investment
vehicle. EHAF may provide ENN with a platform for greater operational control to maximise
performance and growth opportunities, improve access to capital, and provide a pathway to a potential
ASX listing or future trade sale of the portfolio of hotels.

Successful capital raise

The Capital Raise has been successful with circa $75m in commitments received up to August 2021.
Capital has been raised from investors who have not invested in ENN funds previous, potentially
increasing ENN’s sources of capital in the future.

Reduction in gearing
levels

The Proposed Transaction will enable ENN to undertake capital management initiatives and reduce the
gearing of ENN’s hotel investments.

Diversification of risk

ENN securityholders currently hold a 100% interest in the 4 hotels of ELHF and AHS. Post transaction,
the interest held will be reduced to between 36% and 49% across the portfolio of 14 hotels. This
diversifies ENN’s investments and reduces ENN’s exposure to the assets in ELHF and AHS.

Release of ENN capital

The syndication of ENN’s hotel investments will free up immediate cash flow to ENN for other
investment opportunities and potential distributions to Securityholders.

Disadvantages
The Distribution
Guarantee

As part of the Proposed Transaction, ENN will guarantee that the income distribution per security
payable by EHAF to investors for the period from the allotment date to 30 June 2022 is a minimum of
8% p.a. on the issue price.
There is uncertainty as to the trading performance of the assets over this time period. Lockdowns and
restrictions are a key factor behind this uncertainty. On the basis of independent property valuer
forecasts for the 14 hotels and continued uncertainty around the impact of COVID-19, it is likely that a
top-up payment will be required.
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Table 2: Summary of factors considered in the reasonableness assessment (cont’d)
Other considerations
ENN securityholders’
investment profile may
change as a result of
the Proposed
Transaction

Whilst ENN securityholders will continue to hold between 36.4% and 49.0% interest in the 14 hotels
post-transaction, the longer term strategy may be to reduce ENN’s investment to approximately 15%.
The introduction of new initiatives in EHAF and new capital partners may expose Securityholders to a
different risk profile if the Proposed Transaction is approved.
As a result of the above, ENN securityholders may not wish to be exposed to the adjusted risk profile
of the enlarged hotel fund following the Proposed Transaction.

Future of ELHF and
AHS if the Proposed
Transaction is rejected

The syndication of ELHF to third party investors has been an articulated strategy of ENN since the
establishment of ELHF in November 2019. If the Proposed Transaction is rejected by Shareholders, ENN
may continue to investigate alternatives to sell down ENN’s hotel co-investments.

Source: BDOCF analysis

Based on the above analysis, we consider the Proposed Transaction to be reasonable to Securityholders.
Arm’s length assessment
We consider the Proposed Transaction to be on arm’s length terms. In reaching this conclusion we have considered the
following:
f

ENN and EMPR were represented by two separate sub-committees with access to their own legal and financial
advisors;

f

The FMV of ENN interests pre-transaction and Transaction Consideration payable have been based on independent
valuations prepared by external property valuers, being CBRE Valuations Pty Limited (CBRE), Knight Frank
Valuation & Advisory (Knight Frank) and Opteon Property Group Pty Ltd (Opteon). These valuations consider
valuation metrics from arm’s length transactions for similar assets to the acquired hotels; and

f

We have concluded that the transaction is “Fair”.

OTHER MATTERS
Securityholders’ individual circumstances
Our analysis has been undertaken, and our conclusions are expressed at an aggregate level. Accordingly, BDOCF has
not considered the effect of the Proposed Transaction on the particular circumstances of individual Securityholders.
Some individual Securityholders may place a different emphasis on various aspects of the Proposed Transaction from
that adopted in this IER. Accordingly, individual Securityholders may reach different conclusions as to whether or not
the Proposed Transaction is fair and reasonable and on arm’s length terms in their individual circumstances.
The decision of an individual Securityholder in relation to the Proposed Transaction may be influenced by their
particular circumstances and accordingly Securityholders are advised to seek their own independent advice.
Approval or rejection of the Proposed Transaction is a matter for individual Securityholders based on their
expectations as to the expected value and future prospects and market conditions together with their particular
circumstances, including risk profile, liquidity preference, portfolio strategy and tax position. The Securityholders
should carefully consider the Transaction Document. The Securityholders who are in doubt as to the action they
should take in relation to the Proposed Transaction should consult their professional adviser.
General requirements in relation to the IER
In preparing the IER, ASIC requires the independent expert, when deciding on the form of analysis for a report, to
bear in mind that the main purpose of the report is to adequately deal with the concerns that could reasonably be
anticipated by those persons affected by the Proposed Transaction. In preparing the IER, we considered ASIC
regulatory guides and commercial practice.
The IER also includes the following information and disclosures:
f

particulars of any relationship, pecuniary or otherwise, whether existing presently or at any time within the last
two years, between BDO Groups Holdings Limited or BDOCF and any of the parties to the Proposed Transaction;

f

the nature of any fee or pecuniary interest or benefit, whether direct or indirect, that we have received or will or
may receive for or in connection with the preparation of the IER;

f

that we have been appointed as independent expert for the purposes of providing an IER in relation to the
Proposed Transaction for the Directors;
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f

that we have relied on information provided by the Directors and management of EFML (Management) and that
we have not carried out any form of audit or independent verification of the information; and

f

that we have received representations from the Directors in relation to the completeness and accuracy of the
information provided to us for the purpose of our IER.

Current market conditions
Our opinion is based on economic, market and other conditions prevailing at the date of this IER. Such conditions can
change significantly over relatively short periods of time.
Changes in those conditions may result in any valuation or other opinion becoming quickly outdated and in need of
revision. We reserve the right to revise any valuation or other opinion, in the light of material information existing at
the valuation date, that subsequently becomes known to us.
Glossary
Capitalised terms used in this IER have the meanings in the glossary set out in Appendix 1.
Sources of information
Appendix 2 to the IER sets out details of information referred to and relied upon by us during the course of preparing
this IER and forming our opinion.
The statements and opinions contained in this IER are given in good faith and are based upon our consideration and
assessment of information provided by EFML.
Under the terms of our engagement, EFML has agreed to indemnify BDOCF and their partners, directors, employees,
officers and agents (as applicable) against any claim, liability, loss or expense, costs or damage, arising out of
reliance on any information or documentation provided, which is false or misleading or omits any material
particulars, or arising from failure to supply relevant documentation or information.
Limitations
This IER has been prepared at the request of the Directors for the sole benefit of the Directors and the
Securityholders to assist them in their decision to approve or reject the Proposed Transaction. This IER is to
accompany the Transaction Document to be sent to the Securityholders to consider the Proposed Transaction and was
not prepared for any other purpose.
Accordingly, this IER and the information contained herein may not be relied upon by anyone other than the Directors
and the Securityholders without our written consent. We accept no responsibility to any person other than the
Directors and the Securityholders in relation to this IER.
This IER should not be used for any other purpose and we do not accept any responsibility for its use outside this
purpose. Except in accordance with the stated purpose, no extract, quote or copy of our IER, in whole or in part,
should be reproduced without our written consent, as to the form and context in which it may appear.
We have consented to the inclusion of the IER within the Transaction Document. Apart from this IER, we are not
responsible for the contents of the Transaction Document or any other document associated with the Transaction
Document. We acknowledge that this IER may be lodged with regulatory authorities.
Summary
This summary should be read in conjunction with our full IER that sets out in full the purpose, scope, basis of
evaluation, limitations, information relied upon, analysis and our findings.
Financial Service Guide
BDOCF holds an Australian Financial Services Licence which authorises us to provide reports for the purposes of acting
for and on behalf of clients in relation to proposed or actual mergers, acquisitions, takeovers, corporate restructures
or share issues. A financial services guide is attached to this IER.
Yours faithfully
BDO CORPORATE FINANCE (EAST COAST) PTY LTD

David McCourt
Director
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Sebastian Stevens
Director
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1.

PURPOSE AND BACKGROUND

1.1.

Purpose

BDO Corporate Finance (East Coast) Pty Ltd (ABN 70 050 038 170) (BDOCF, we, us or our) has been appointed by the
directors (Directors) of Elanor Funds Management Limited (EFML or the Company) as Responsible Entity for the Elanor
Investment Fund (EIF) whose securities are stapled to Elanor Investors Limited (EIL) and trade as Elanor Investors Group
(ENN), to prepare an independent expert report (Report or IER) setting out our opinion as to whether:
f

the proposed disposals of ENN’s interests in the Elanor Luxury Hotel Fund (ELHF) and Albany Hotel Syndicate (AHS)
by ENN to a related party, Elanor Metro and Regional Hotel Fund (EMPR), and receipt of a combination of cash and
securities in newly formed Elanor Hotel Accommodation Fund (EHAF), is fair and reasonable to the securityholders
of ENN (the Securityholders), whose votes are not to be disregarded under ASX Listing Rule 14.11; and

f

the proposed disposals are on arm’s length terms for the purposes of Section 208 of the Corporations Act 2001
(Cth) (as modified by section 601LC of the Corporations Act 2001 (Cth)), and having regard to the principles for
determining whether transactions are arm’s length as set out in the Australian Securities and Investments
Commission (ASIC) Regulatory Guide 76.

This IER is to accompany the Notice of Meeting and Explanatory Memorandum (Transaction Document) to be provided
to the Securityholders. It has been prepared to assist and enable the Securityholders to assess the Proposed Transaction.
1.2.

Overview of the EHAF Reorganisation

Elanor Investors Group is a stapled group comprising Elanor Investors Limited and Elanor Investment Fund, whose
securities are stapled and trade as ENN on the Australian Securities Exchange (ASX). EFML is the Responsible Entity of
EIF.
ENN is proposing to undertake a transaction to:
f

combine the unlisted ENN managed fund ELHF and the unlisted ENN managed fund EMPR;

f

transfer ENN’s interest in the AHS to EMPR; and

f

reorganise these entities into a new stapled fund structure to be called the EHAF (the EHAF Reorganisation).

Additional capital is being raised via a pro-rata entitlement offer for existing EMPR fund investors, and a capital raise
from new wholesale and sophisticated investors (together, the Capital Raise). The total amount sought will range
between $68.6m and $92.7m.
Further details of the EHAF Reorganisation are provided in the Notice of Meeting and Explanatory Memorandum
(Transaction Document).
1.3.

Overview of the Proposed Transaction

Currently ENN securityholders hold the following interests:
f

100% of ELHF;

f

100% of AHS; and

f

42.9% in EMPR.

As part of the EHAF Reorganisation, the above interests will be reorganised, and ENN securityholders will receive:
f

cash consideration for ELHF of between $16.6m and $40.7m, subject to the amount of funds raised in the Capital
Raise;

f

cash consideration for AHS of $2.4m;

f

EHAF securities representing an interest in all of the net assets of EMPR, ELHF and AHS of between 36.4% and
49.0%, subject to the Capital Raise;

f

transaction costs for the EHAF reorganisation payable by EHAF to the manager of EHAF, a wholly owned subsidiary
of ENN; and

f

the right to receive additional ongoing management fees from EHAF.

f

In addition ENN will provide a minimum 8% distribution guarantee to EHAF securityholders during FY22
(Distribution Guarantee).

Collectively, the Proposed Transaction.
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If $68.6m is raised in the Capital Raise, the cash consideration for ELHF will be $16.6m and the resultant ENN stake in
EHAF will be approximately 49.0%.
If $92.7m is raised in the Capital Raise, the cash consideration for ELHF will be $40.7m and the resultant ENN stake in
EHAF will be approximately 36.4%.
The total transaction consideration to be paid to the Securityholders will therefore comprise cash, securities,
transaction fees receivable and additional ongoing management fees, net of the Distribution Guarantee (Transaction
Consideration). As the total consideration in the Proposed Transaction represents greater than 5% of the equity interests
in ENN, the Proposed Transaction is regarded as a disposal of substantial assets.
As EFML is trustee and manager of EMPR, a subsidiary and associate of ENN, and also a substantial holder of EMPR
securities (in its capacity as Responsible Entity of EIF), and will be:
f

on the sell-side of the Proposed Transaction as Responsible Entity for EIF and disposal of interests in AHS and ELHF;
and

f

on the buy-side of the Proposed Transaction as trustee of the trusts within EMPR which will be stapled to ELHF to
form EHAF,

the transaction is considered to be a related party transaction.

2.

SCOPE AND LIMITATIONS

2.1.

Scope

The scope of the procedures we undertook in forming our opinion on whether the Proposed Transaction is fair and
reasonable to the Securityholders and on arm’s length terms has been limited to those procedures we believe are
required in order to form our opinion. Our procedures did not include verification work nor constitute an audit or
assurance engagement in accordance with Australian Auditing and Assurance Standards.
Our assessment involved determining the fair market value (FMV) of various securities, assets and liabilities. For the
purposes of our opinion, the term FMV is defined as the price that would be negotiated in an open and unrestricted
market between a knowledgeable, willing, but not anxious purchaser and a knowledgeable, willing, but not anxious
vendor, acting at arm’s length.
2.2.

Summary of regulatory requirements

The Directors have requested that BDOCF prepare an IER stating whether, in our opinion, the Proposed Transaction is
fair and reasonable to the Securityholders and on arm’s length terms, to satisfy the requirements of:
f

ASX Listing Rule 10.1 (LR 10.1); and

f

Section 208 of the Corporations Act (Cth) (as modified by section 601LC of the Corporations Act (Cth) (s208)
having regard to ASIC Regulatory Guide 76 (RG 76).

2.2.1.

Listing Rule 10.1

LR 10.1 deals with transactions between an entity and persons in a position to influence the entity. If an ASX listed
entity is disposing of a significant asset to a related party, LR 10.1 requires the securityholders to approve the disposal.
LR 10.5.10 requires that a report on the transaction from an independent expert be included in the notice of meeting.
The report must state the expert’s opinion as to whether the transaction is fair and reasonable to the holders of the
entity’s ordinary securities whose votes in favour of the transaction are not to be disregarded under LR 14.11.
In preparing our IER, we have considered the requirements of:
f

ASIC Regulatory Guide 111 Content of expert reports (RG 111);

f

ASIC Regulatory Guide 112 Independence of experts (RG 112); and

f

Accounting Professional & Ethical Standards Board (APESB) professional standard APES 225 ‘Valuation Services’
(APES 225).

RG 111 establishes guidelines in respect of independent expert reports under the Act. This regulatory guide provides
guidance as to what matters an independent expert should consider to assist Securityholders to make informed decisions
about transactions.
RG 111 states that there should be a separate assessment of fairness and reasonableness.
This engagement is a Valuation Engagement as defined by APES 225.
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The requirements of Section 208 of the Corporations Act and the principles set out in RG 76 are discussed in further
detail in section 2.3.3.
2.3.

Basis of assessment

In determining whether the Proposed Transaction is fair and reasonable to the Securityholders, we have had regard to:
f

RG 111 ‘Content of expert reports’

f

RG 112 ‘Independence of experts’

RG 111 establishes two distinct criteria for an expert analysing a control transaction. The tests are:
f

Is the offer ‘fair’?

f

Is it ‘reasonable’?

The terms fair and reasonable are regarded as separate elements and are not regarded as a compound phrase.
2.3.1.

Fairness

RG 111 indicates that where the proposed transaction consists of an asset disposal by the entity, it is ‘fair’ if the value
of the financial benefit being received by the entity from the related party is greater than or equal to the value of the
assets being disposed. This comparison should be made assuming a knowledgeable and willing, but not anxious, buyer
and a knowledgeable and willing, but not anxious, seller acting at arm’s length.
Our analysis has been performed by comparing:
f

the FMV of the interests pre-transaction (being the value of the assets being acquired per RG 111.57); and

f

the FMV of the Transaction Consideration (being the value of the consideration being provided per RG 111.57).

2.3.2.

Reasonableness

In accordance with RG 111.60, a proposed related party transaction is ‘reasonable’ if it is ‘fair’. It might also be
‘reasonable’ if, despite being ‘not fair’, the expert believes there are sufficient reasons for securityholders to vote for
the proposal.
When deciding whether a proposed transaction is ‘reasonable’, factors an expert might consider include:
f

the financial situation and solvency of the entity;

f

the alternative options available to the entity;

f

the entity’s bargaining position;

f

whether there is selective treatment of any securityholder; and

f

any special value of the transaction to the purchaser.

2.3.3.

Arm’s length terms

Our report also opines on whether the Proposed Transaction is on arm's length terms for the purposes of the section 208
of the Corporations Act 2001 (Cth) (as modified by section 601LC of the Corporations Act 2001 (Cth).
EFML is not seeking member approval for any related party transactions under the Corporations Act. EFML will instead,
rely on the arm's length exception in s210.
RG 76 provides guidance as to the definition of the terms “Arm’s Length”:
f

The Corporations Act does not define ‘arm’s length’.

f

Case law on the meaning of ‘arm’s length’ suggests that this phrase refers to a relationship between parties where
neither bears the other any special duty or obligation, they are unrelated, uninfluenced and each acts in its own
interests.

f

This meaning of ‘arm’s length’ is supported in recent case law that applies the phrase as it appears in taxation and
other legislation.

f

Specifically, ASIC v Australian Investors Forum at [456] indicates that, in determining the objective standards that
would characterise arm’s length terms, courts should consider the transaction terms that would result if:
(a)

the parties to the transaction were unrelated in any way (e.g. financially, or through ties of family, affection
or dependence);

(b)

the parties were free from any undue influence, control or pressure;
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(c)

through its relevant decision-makers, each party was sufficiently knowledgeable about the circumstances of
the transaction, sufficiently experienced in business and sufficiently well advised to be able to form a sound
judgement as to what was in its interests; and

(d)

each party was concerned only to achieve the best available commercial result for itself in all the
circumstances.

RG 76 provides guidance in relation to the arm’s length exemption in s210:
f

When considering whether this exception applies, public companies and responsible entities should consider all of
the following factors:
• how the terms of the overall transaction compare with those of any comparable transactions on an arm’s length
basis;
• the nature and content of the bargaining process;
• the impact of the transaction on the company or registered scheme;
• any other options available to the entity; and
• any expert advice received by the entity.

In deciding whether the exception applies, the terms on which the financial benefit is given should be compared to the
objective range of possible terms that these unrelated, uninfluenced and self-interested parties would reasonably arrive
at in the circumstances.
2.3.4.

General requirements in relation to the IER

In preparing the IER ASIC requires the independent expert, when deciding on the form of analysis for a report, to bear
in mind that the main purpose of the report is to adequately deal with the concerns that could reasonably be anticipated
of those persons affected by the Proposed Transaction. In preparing the IER we considered the necessary legal
requirements and guidance of the Act, ASIC regulatory guides and commercial practice.
The IER also includes the following information and disclosures:
f

particulars of any relationship, pecuniary or otherwise, whether existing presently or at any time within the last
two years, between BDO Groups Holdings Limited or BDOCF and any of the parties to the Proposed Transaction;

f

the nature of any fee or pecuniary interest or benefit, whether direct or indirect, that we have received or will or
may receive for or in connection with the preparation of the IER;

f

we have been appointed as independent expert for the purposes of providing an IER in relation to the Proposed
Transaction for the Directors;

f

that we have relied on information provided by the Directors and management of EFML (Management) and that we
have not carried out any form of audit or independent verification of the information; and

f

that we have received representations from the Directors and Management of EFML in relation to the
completeness and accuracy of the information provided to us for the purpose of our IER.

2.4.

Special value

We have not considered special value in forming our opinion. Special value is the amount that a potential acquirer may
be prepared to pay for an asset in excess of the FMV. This premium represents the value to the particular potential
acquirer of potential economies of scale, reduction in competition, other synergies and cost savings arising from the
acquisition under consideration not available to likely purchasers generally. Special value is not normally considered in
the assessment of FMV as it relates to the individual circumstances of special purchasers.
2.5.

Reliance on information

This IER is based upon financial and other information provided by the Directors, Management and other representatives
of EFML. We have considered and relied upon this information. Unless there are indications to the contrary, we have
assumed that the information provided was reliable, complete and not misleading, and material facts were not withheld.
The information provided was evaluated through analysis, inquiry and review for the purpose of forming an opinion as
to whether the Proposed Transaction is fair and reasonable.
We do not warrant that our inquiries have identified or verified all of the matters which an audit, extensive examination
or “due diligence” investigation might disclose. In any event, an opinion as to whether a corporate transaction is fair
and reasonable is in the nature of an overall opinion rather than an audit or detailed investigation.
It is understood that the accounting information provided to us was prepared in accordance with generally accepted
accounting principles.
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Where we relied on the views and judgement of Management the information was evaluated through analysis, inquiry
and review to the extent practical. However, such information is often not capable of direct external verification or
validation.
Under the terms of our engagement, EFML has agreed to indemnify BDOCF, and their partners, directors, employees,
officers and agents (as applicable) against any claim, liability, loss or expense, costs or damage, arising out of reliance
on any information or documentation provided, which is false or misleading or omits any material particulars, or arising
from failure to supply relevant documentation or information.
2.6.

Limitations

We acknowledge that this IER may be lodged by the Directors with regulatory and statutory bodies and will be included
in the Transaction Document to be sent to the Securityholders. The Directors acknowledge that our IER has been
prepared solely for the purposes noted in the Transaction Document and accordingly we disclaim any responsibility from
reliance on the IER in regard to its use for any other purpose. Except in accordance with the stated purposes, no extract,
quote or copy of the IER, in whole or in part, should be reproduced without our prior written consent, as to the form
and context in which it may appear.
It was not our role to undertake, and we have not undertaken any commercial, technical, financial, legal, taxation or
other due diligence, other similar investigative activities in respect of EFML. We understand that the Directors have
been advised by legal, accounting, tax and other appropriate advisors in relation to such matters as necessary. We
provide no warranty or guarantee as to the existence, extent, adequacy, effectiveness and/or completeness of any due
diligence or other similar investigative activities by the Directors or their advisors.
We note that the IER does not deal with the individual investment circumstances of the Securityholders and no opinion
has been provided in relation to same. Some individual Securityholders may place a different emphasis on various
aspects of the Proposed Transaction from that adopted in our IER. Accordingly, individuals may reach different
conclusions on whether or not the Proposed Transaction is fair and reasonable. An individual Securityholder’s decision
in relation to the Proposed Transaction may be influenced by their particular circumstances and, therefore,
Securityholders are advised to seek their own independent advice.
Apart from the IER, we are not responsible for the contents of the Transaction Document or any other document. We
have provided consent for inclusion of the IER in the Transaction Document. Our consent and the Transaction Document
acknowledge that we have not been involved with the issue of the Transaction Document and that we accept no
responsibility for the Transaction Document apart from the IER.
2.7.

Assumptions

In forming our opinion, we have made certain assumptions and outline these in our IER including:
f

assumptions outlined in the valuation sections;

f

that matters such as title to all relevant assets, compliance with laws and regulations and contracts in place are in
good standing, and will remain so, and that there are no material legal proceedings, other than as publicly
disclosed;

f

information sent out in relation to the Proposed Transaction to the Securityholders or any regulatory or statutory
body is complete, accurate and fairly presented in all material respects;

f

publicly available information relied on by us is accurate, complete and not misleading;

f

if the Proposed Transaction is implemented, that it will be implemented in accordance with the stated terms;

f

the legal mechanisms to implement the Proposed Transaction are correct and effective; and

f

there are no undue changes to the terms and conditions of the Proposed Transaction or material issues unknown to
us.

ELANOR FUNDS MANAGEMENT LIMITED

5

INDEPENDENT EXPERT REPORT

3.

PROFILE OF ELANOR INVESTORS GROUP

3.1.

Overview

Elanor Investors Group (ENN) is a stapled group comprising Elanor Investors Limited (EIL) and Elanor Investment Fund
(EIF). ENN listed in July 2014 and is an Australian real estate funds management business that specialises in assets that
have strong cash flows and prospective capital gain. Since listing, ENN has predominantly invested in metropolitan and
prime regional locations within the hotels, tourism & leisure, commercial, retail, and healthcare sectors across Australia
and New Zealand. The principal activities of ENN are the management of real estate investment funds and the
investment in, and operation of, a portfolio of real estate investment assets and businesses. As at 31 December 2020
ENN has assets and investments under management of $2,083.3m.
EFML holds an Australian financial services licence (AFSL) and is the trustee and manager of EMPR and the Responsible
Entity of EIF. EFML is a subsidiary and associate of EIL.
3.2.

Directors and Management

The current board of directors and senior management of ENN are listed in the following table.
Table 3: Directors and management
Name

Position

Paul Bedbrook

Independent Non-Executive Chairman

Glenn Willis

Managing Director and Chief Executive Officer

Nigel Ampherlaw

Independent Non-Executive Director, Chairman, Audit and Risk Committee

Anthony Fehon

Independent Non-Executive Director, Chairman, Remuneration and Nominations Committee

Michael Baliva

Co-Head of Real Estate

David Burgess

Co-Head of Real Estate

Marianne Ossovani

Head of Hotels, Tourism, and Leisure

Paul Siviour

Chief Operating Officer

Symon Simmons

Chief Financial Officer, Company Secretary

Source: Elanor Investment Group’s reviewed financial statements for 1H21, ASX Announcements

3.3.

Pre-transaction structure

ENN currently owns 42.9% interest in EMPR, which owns and operates 10 metropolitan and regional hotels across
Australia. ENN also formed and currently owns 100% of the interest in ELHF which owns and operates 3 luxury hotels in
Australia. Alongside this, ENN are also 100% owners of the interests in Albany Hotel Syndicate which owns the Albany
Hotel.
A chart summarising the relationships between the entities in the Proposed Transaction is provided below.
Figure 2: Pre-transaction structure
Elanor Investor Group

100%

AHS

100%

42.9%

100%

EMPR

ELHF

Trustee & Manager
Elanor Funds Management Limited
Source: Management information
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3.4.

Elanor Metro and Prime Regional Hotel Fund

The Elanor Metro and Prime Regional Hotel Fund (EMPR) was established in October 2017 as an unregistered investment
venture, and its main goal is to acquire hotels will strong yields, and high quality expansion potential. EMPR is a stapled
security, which comprises of two head trusts and two holding companies. The two head trusts are EMPR I and EMPR II,
and the two holding companies are EMPR Management Pty Limited and EMPR II Management Pty Limited. EMPR currently
owns and operates 10 metropolitan and regional hotels. The value of the real estate assets held by EMPR as at 30 June
2021 was $171m.
The 10 hotels in the EMPR portfolio are:
f

Barossa Weintal Resort, SA

f

ibis Styles Tall Trees Canberra, ACT

f

Byron Bay Hotel & Apartments, NSW

f

ibis Styles Port Macquarie, NSW

f

Clare Country Club, SA

f

Mantra Pavilion Wagga Wagga, NSW

f

ibis Styles Canberra, ACT

f

Mantra Wollongong, NSW; and

f

ibis Styles Canberra Eaglehawk, ACT

f

Parklands Resort Mudgee, NSW

3.4.1.

EMPR Historical Statements of Profit or Loss

The Historical Statements of Profit or Loss for EMPR for the financial years ending 30 June 2019 (FY19) and 30 June
2020 (FY20), as per the audited financial statements, and the Management accounts for the financial year ending 30
June 2021 (FY21) are presented below.
Table 4: EMPR’s Historical Statement of Profit or Loss
$'000
Revenue
Hotel operating income
Other income
Net unrealised gain/ (loss) on revaluation of property, plant & equipment
Total revenue and other income
Expenses
Hotel operating costs
Rates, taxes and other outgoings
Depreciation
Borrowing costs
Acquisition costs
Unrealised losses
Management fees
Other expenses
Total expenses
Net loss before income tax expense
Income tax benefit / (expense)
Statutory net loss for the period
Distributable income adjustments
Net unrealised gain/ (loss) on revaluation of property, plant & equipment
Depreciation
Unrealised losses
Acquisition costs
Total distributable income adjustments
Distributable income for the period

FY19

FY20

FY21

39,589
772
1,995
42,356

35,012
694
1,125
36,831

28,099
853
1,201
30,153

26,594
1,684
7,558
3,055
2,691
1,070
1,453
945
45,050
(2,694)
815
(1,879)

24,148
2,006
8,669
3,314
295
2,696
917
42,045
(5,214)
1,689
(3,525)

16,070
2,359
7,070
3,117
1,665
1,137
31,418
(1,265)
(384)
(1,649)

(1,995)
7,558
1,070
2,691
9,324
7,445

(1,125)
8,669
295
7,839
4,314

(1,201)
7,070
5,869
4,220

Source: EMPR’s audited financial statements for FY19 and FY20, and Management accounts for FY21

The COVID-19 induced domestic lockdowns have brought challenges within the accommodation sector, causing
occupancy levels and average daily rates (ADR) to decline significantly during COVID-19 outbreaks for most of EMPR’s
portfolio. Domestic intrastate tourism however increased in the period due substantially to international borders
remaining closed. Several hotels, such as Byron Bay Hotels & Apartments, were able to benefit from a lack of
international travel by increasing their occupancy rates and ADR.
The cost bases of all properties were restructured to support improved hotel profitability as market demand returns to
normal. Further, Government support, such as the JobKeeper scheme and land tax deferrals, reduced the impact of
decreased demand.
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3.4.2.

EMPR Historical Statements of Financial Position

The Historical Statements of Financial Position for EMPR as at 30 June 2019, 30 June 2020 and 30 June 2021 are presented
below.
Table 5: EMPR’s Historical Statements of Financial Position
$'000
Assets
Cash and cash equivalents
Property, plant and equipment
Other assets
Total assets
Liabilities
Interest bearing liabilities
Other liabilities
Distribution payable
Total liabilities
Net assets
Equity
Unitholder equity
Accumulated losses
Reserves
Total equity

FY19

FY20

FY21

4,401
192,300
6,007
202,708

1,511
152,750
6,305
160,566

1,607
170,900
6,907
179,414

82,851
8,975
1,180
93,006
109,702

70,176
5,312
75,488
85,078

67,390
4,827
5,123
77,339
102,075

98,527
(4,092)
15,266
109,702

79,576
(11,659)
17,161
85,078

79,576
(17,995)
40,494
102,075

Source: EMPR’s audited financial statements for FY19 and FY20, and Management accounts for FY21.

In FY20 the reduction in property assets is mainly attributable to the sale of Peppers Cradle Mountain Lodge to ELHF,
partially offset by the acquisition of Barossa Weintal Resort and Clare Country Club. Excluding these transactions, the
portfolio value increased marginally despite the onset of COVID-19.
3.5.

Elanor Luxury Hotel Fund

The Elanor Luxury Hotel Fund (ELHF) owns and operates 3 luxury hotels in Australia. Similar to EMPR, ELHF is an
unregistered wholesale managed investment scheme and is a stapled security consisting of a head trust and a holding
company. ELHF’s hotel portfolio reflects an investment strategy to acquire hotels with strong trading fundamentals,
located in prime regional areas. ELHF was established in mid-2019 by ENN, and was set to undergo a capital raising to
wholesale and sophisticated investors in mid-2020. However, due to COVID-19 ENN determined to defer the capital
raising and ENN remains the sole securityholder.
The 3 hotels owned and operated by ELHF are:
f

Adabco Boutique Hotel Adelaide, SA;

f

Mayfair Hotel Adelaide, SA; and

f

Peppers Cradle Mountain Lodge, TAS.
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3.5.1.

Historical Statement of Profit or Loss

The Historical Statement of Profit or Loss for ELHF for FY20 and FY21, is presented in the following table.
Table 6: ELHF’s Historical Statement of Profit or Loss
$'000
Revenue
Hotel operating income
Other income
Net unrealised gain/(loss) on revaluation of property, plant & equipment
Total revenue and other income
Expenses
Hotel operating costs
Rates, taxes and other outgoings
Depreciation
Borrowing costs
Management fees
Other expenses
Total expenses
Net loss before income tax expense
Income tax benefit / (expense)
Statutory net loss for the period
Distributable income adjustments
Net unrealised gain/ (loss) on revaluation of property, plant & equipment
Depreciation
Total distributable income adjustments
Distributable income for the period

FY20

FY21

9,767
110
(4,740)
5,137

28,053
3,993
32,046

7,810
477
2,106
2,490
867
171
13,921
(8,784)
1,249
(7,535)

19,706
1,132
3,819
5,356
1,734
374
32,121
(75)
(452)
(527)

4,740
2,106
6,846
(689)

(3,993)
3,819
(174)
(701)

Source: ELHF’s audited financial statements for FY20 and Management accounts for FY21.

ELHF’s three hotels were affected by the closure of state borders due to COVID-19 outbreaks. Occupancy recovered
throughout the 2020 and 2021 financial years but was negatively impacted again towards the end of the 2021 financial
year due to further COVID-19 outbreaks. Similar cost saving initiatives used within EMPR’s portfolio were implemented
by Management over ELHF’s portfolio to support profitability.
3.5.2.

Historical Statement of Financial Position

The Historical Statement of Financial Position for ELHF as at 30 June 2020 and 30 June 2021 are presented below.
Table 7: ELHF’s Historical Statement of Financial Position
$'000
Assets
Cash and cash equivalents
Property, plant and equipment
Other assets
Total assets
Liabilities
Interest bearing liabilities
Other liabilities
Distribution payable
Total liabilities
Net assets
Equity
Unitholder equity
Accumulated losses
Reserves
Total equity

FY20

FY21

4,764
162,000
2,878
169,642

3,997
172,000
3,782
179,779

106,563
6,565
0
113,128
56,514

107,800
6,022
0
113,822
65,957

65,080
(7,535)
(1,031)
56,514

65,080
(8,803)
9,680
65,957

Source: ELHF’s audited financial statements for FY20, and Management accounts for FY21.

ELHF was established in April 2019 with a portfolio of 3 independently run luxury hotels. ELHF acquired the Mayfair
Hotel Adelaide and the Adabco Boutique Hotel in FY19, and acquired the Peppers Cradle Mountain Lodge from EMPR in
FY20. Overall, the ELHF portfolio of hotels has increased in value following the reopening of Peppers Cradle Mountain
Lodge on 12 June 2020 after 3 months of closure for COVID-19. This increase in key metrics, occupancy rate and ADR
increased the valuation of the property.
ELANOR FUNDS MANAGEMENT LIMITED
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3.6.

Albany Hotel Syndicate

The Albany Hotel Syndicate (AHS) was formed in 2014. Its sole property asset is the ibis Styles Albany. The ibis Styles
Albany is a 50 room hotel with facilities including a 24-hour reception and office, guest laundry, car park and restaurant.
The property has a size area of 7,917sqm, and is located in Albany which is 414 km south-east of Perth. ENN holds 100%
of the syndicate.
3.6.1.

Historical Statements of Profit or Loss

The Historical Statements of Profit or Loss for AHS for the financial years ending FY19, FY20 and FY21 as per the
Management accounts, are presented below.
Table 8: AHS’s Historical Statement of Profit or Loss
$'000
Revenue
Hotel operating income
Other income
Net unrealised gain/ (loss) on revaluation of property, plant & equipment
Total revenue and other income
Expenses
Hotel operating costs
Rates, taxes and other outgoings
Depreciation
Borrowing costs
Management fees
Other expenses
Total expenses
Net loss before income tax expense
Income tax benefit / (expense)
Statutory net loss for the period
Distributable income adjustments
Net unrealised gain/ (loss) on revaluation of property, plant & equipment
Depreciation
Total distributable income adjustments
Distributable income for the period

FY19

FY20

FY21

1,834
1
(42)
1,793

1,601
3
71
1,676

2,139
(2,010)
129

1,626
121
109
68
43
1,967
(174)
60
(114)

1,353
143
132
68
45
1,740
(64)
61
(4)

1,392
148
123
68
140
1,872
(1,743)
9
(1,734)

42
109
151
37

(71)
132
61
57

2,010
123
2,133
399

Source: AHS’s Management accounts for FY19, FY20, and FY21.

ibis Styles Albany was able to increase its occupancy despite limitations on international travel, due to continued
intrastate travel and the geographic isolation of the hotel from several COVID-19 outbreaks on the east coast of
Australia. This was evidenced by revenue growth of 33.6% during the FY21. This was combined with an increase in ADR
through FY20 and FY21 to support revenue growth.
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3.6.2.

Historical Statements of Financial Position

The Historical Statement of Financial Position for AHS as at 30 June 2019, 30 June 2020 and 30 June 2021 are presented
in the following table.
Table 9: AHS’s Historical Statement of Financial Position
$'000
Assets
Cash and cash equivalents
Property, plant and equipment
Other assets
Total assets
Liabilities
Interest bearing liabilities
Other liabilities
Distribution payable
Total liabilities
Net assets
Equity
Unitholder equity
Accumulated losses
Reserves
Total equity

FY19

FY20

FY21

88
5,250
640
5,978

222
5,250
645
6,117

165
3,200
928
4,293

1,867
1,867
4,111

2,009
2,009
4,108

1,914
1,914
2,379

5,450
(1,338)
4,112

5,450
(1,342)
4,108

5,450
(3,071)
2,379

Source: AHS’s Management accounts for FY19, FY20, and FY21.

AHS had a significant decrease ($2.05m) in the valuation of the ibis Styles Albany. The basis for Opteon’s devaluation
of the ibis Styles Albany was the reduction in buyers and sellers within the market stemming from uncertainty within
the accommodation sector. Opteon concluded that the ibis Styles Albany valuation lay within a reasonable range for
hotels and motels with comparable land size, room numbers, and revenue per room.
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4.

PROFILE OF EHAF

4.1.

Overview

If the reorganisation is approved, ENN will establish a new investment vehicle, Elanor Hotel Accommodation Fund
(EHAF). EHAF will bring together the 14 aforementioned Australian hotels owned by EMPR, ELHF and the AHS into one
entity. EHAF will be an unlisted fund that invests in a portfolio of hotel accommodation assets in Australia, managed by
EFML.
EHAF will be a stapled security comprising of two main companies, Elanor Hotel Accommodation Limited (EHAF Limited)
Elanor Hotel Accommodation II Limited (EHAF Limited II); and 3 head trusts, named Elanor Hotel Accommodation Fund
I (EHAF I), Elanor hotel Accommodation Fund II (EHAF II), and Elanor Hotel Accommodation Fund III (EHAF III).
EHAF II will include 5 hotels:

EHAF I will include 6 hotels:

EHAF III will include 3 hotels:

f

Barossa Weintal;

f

Parklands Resort Mudgee;

f

Adabco Boutique Hotel;

f

Byron Bay;

f

ibis Styles Port Macquarie;

f

Mayfair Hotel; and

f

Clare Country Club;

f

ibis Styles Tall Trees Canberra;

f

f

Ibis Styles Canberra
Eaglehawk;

f

Mantra Pavilion Wagga Wagga;
and

Peppers Cradle Mountain
Lodge.

f

Ibis Styles Canberra; and

f

Mantra Wollongong.

f

Ibis Styles Albany.

4.2.

Post-transaction structure

A chart summarising the entity relationships and ownership structure post-transaction is shown below:
Figure 3: Post-transaction structure
Existing and New
Investors

Financers

Debt

Elanor Investors Group

85% (max.)

100%

15% (min.)

100%

EHAF (Fund)

EHAF
Limited
(Company)

Trustee
EHAF II
Limited
(Company)

EHAF II
(Trust)

EHAF I
(Trust)

EHAF III
(Trust)
Manager

EFML
Elanor Asset
SServices Pty Ltd

Source: Management information

Securities in EHAF have a guaranteed 8% p.a. distribution from the allotment date until 30 June 2022. Any shortfall in
distributions will be paid by ENN.
4.3.

Capital Raising

EHAF plans to fund the acquisition of the interests in ELHF and AHS, and restructure the debt of the regional hotels,
through a capital raising.
EHAF seeks to raise between $68.6m and $92.7m through the issue of securities priced at $1.00 per unit. As at August
2021, EHAF has received commitments of circa $75m.
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5.

OVERVIEW OF THE NEGOTIATION PROCESS

In order to assess whether the Proposed Transaction has been conducted on arm’s length terms in accordance with RG
76, we have considered ENN’s approach to the transaction, including the protocols followed to ensure that conflicts of
interest were appropriately managed in negotiating and structuring the transaction.
The following summary of ENN’s management of the conflict of interest and determination of the Cash Consideration is
based on discussions with and information provided by Management.
5.1.

Management of the conflict of interest

ENN and EFML have a Conflicts of Interests Policy which governs the operations of its business activities as a Responsible
Entity of registered schemes and as a trustee of wholesale funds. To manage the Proposed Transaction, ENN has
established two sub-committees of its Board (one for EMPR, the other representing ENN), each composed at least one
independent non-executive director.
One sub-committee on the ENN side has negotiated and settled the terms of sale of the ELHF and AHS assets, to act in
the best interests of EIL and ELHF security holders on the sell-side of the Proposed Transaction. A second sub-committee
on the EMPR side has negotiated and settled the term of the acquisition of ELHF and AHS, to act in the best interests of
EMPR unitholders on the buy-side.
Each sub-committee has been supported by independent legal and financial advisors where required. BDOCF was
engaged by Directors of EIL and EFML on behalf of the ENN securityholders.
5.2.

Determination of price

The price to acquire the 3 hotels from ELHF and 1 hotel from AHS as noted in the EHAF Information Memorandum was
to be the lessor of:
f

$179.35m; and

f

The sum of the independent valuations as at June 2021.

Three independent property valuers including CBRE Valuations Pty Limited (CBRE), Knight Frank Valuation & Advisory
(Knight Frank) and Opteon Property Group Pty Ltd (Opteon) were engaged and instructed by ENN’s Hotels Tourism &
Leisure team on behalf of EFML for mortgage and financial reporting purposes, independent of the Proposed
Transaction.
The total acquisition price for the acquired hotels as determined with reference to independent property valuations is
$175.2m. The property valuations supporting this price are summarised in the following table.
Table 10: Determination of acquisition price
Hotel
Adabco Boutique Hotel Adelaide, SA;
Mayfair Hotel Adelaide, SA; and
Peppers Cradle Mountain Lodge, TAS.
Ibis Styles Albany, WA

Valuer

Valuation Date

ELHF $m

CBRE

30 June 2021

13.0

13.0

CBRE

30 June 2021

86.0

86.0

Knight Frank

1 July 2021

73.0

Opteon

28 June 2021

Acquisition price

172.0

AHS $m

Total $m

73.0
3.2

3.2

3.2

175.2

Source: Management information

The sub-committees reviewed the draft independent valuations of the hotels and no changes were made to the
valuations as a result of their review.
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6.

FAIRNESS ASSESSMENT AND VALUATION METHODOLOGY

6.1.

Fairness assessment overview

The Proposed Transaction will be fair if the FMV of the Transaction Consideration is equal to or greater than the FMV of
the interests pre-transaction.
Accordingly, we have undertaken an assessment of:
f

the FMV of ENN securityholders interests in ELHF, AHS and EMPR pre-transaction; and

f

the FMV of the Transaction Consideration, including cash consideration, EHAF securities, transaction fees
receivable and additional ongoing management fees, net of the Distribution Guarantee.

The valuation methods commonly used for the above analyses are considered below. For the purposes of our opinion,
the term FMV is defined as the price that would be negotiated in an open and unrestricted market between a
knowledgeable, willing, but not anxious purchaser and a knowledgeable, willing, but not anxious vendor, acting at arm’s
length.
6.2.

Valuation methodologies

Details of common methodologies for valuing businesses and assets are included at Appendix 3. The principal
methodologies which can be used are as follows:
f

Discounted cash flow (DCF)

f

Capitalisation of earnings (COE)

f

Net asset value (NAV)

f

Net tangible assets on a realisation basis (NRV)

f

Quoted market price basis (QMP)

f

Recent capital raise.

Set out below is a discussion around the valuation methods we consider appropriate for the purposes of undertaking our
valuation assessment of the ENN securities before and EHAF securities after the Proposed Transaction.
6.3.

Selected valuation methods

In accordance with RG 111.57, we have considered the fair market value of the ENN securityholder interests in ELHF,
AHS and EMPR and the Transaction Consideration on the basis of “a knowledgeable and willing, but not anxious, seller
acting at arm’s length”. This is a separate test to the consideration of relevant factors and circumstances when
determining whether the transaction is on ‘arm’s length terms’ for the purposes of s210 and RG 76.
We consider the most appropriate valuation methodologies to be as follows:
Table 11: Selection of valuation methodology
Methodology

Appropriate

Explanation

NAV

✓

The NAV approach considers the valuation of the net assets on a going concern basis and is
usually appropriate where the majority of assets consist of cash or passive investments, or
where the business is under performing. All assets and liabilities of the entities are valued at
market value under this method, and the combined market value forms the basis for the
valuation of the ENN securities. The relevant net assets of EMPR, ELHF, AHS and EHAF have
been valued using the market valuations undertaken at or around 30 June 2021.

QMP

X

We have not utilised the QMP methodology as the value of the relevant portfolio of assets to
this transaction cannot be readily separated from the listed share price of ENN on the ASX.

X

The DCF approach is appropriate where the business’ cash flows are expected to fluctuate and
where earnings are capable of being forecast for a reasonable period (preferably 5 to 10 year)
with reasonable accuracy. We have not applied the DCF methodology to value the EMPR, ELHF,
AHS and EHAF. However, we note the independent property valuers have utilised the DCF
methodology in their valuations.

X

The Capitalisation of Earnings method is most commonly applicable to profitable businesses
with steady growth history and forecasts. We have not adopted the COE approach, however we
note that the property valuers have adopted similar earnings based methodologies in their
valuations.

DCF

COE
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6.4.

Independent property valuations

Recent independent market valuations have been undertaken for all of the hotels of EMPR, ELHF and AHS. The assets
held by ELHF and AHS have been valued by CBRE, Knight Frank and Opteon. Management have based the Transaction
Consideration for the hotels from ELHF and AHS on the value determined in these external property valuations.
As ENN’s interest in the properties held by EMPR does not significantly change as a result of the Proposed Transaction,
we have valued these assets based on the independent valuations commissioned by ENN.
6.4.1.

Definition of value

The basis of all property valuations was ‘Market Value – As Is’. Market value has been defined by in the valuation reports
as the estimated amount for which an asset or liability should exchange on the valuation date between a willing buyer
and a willing seller in an arm’s length transaction, after proper marketing and where the partiers had each acted
knowledgably, prudently and without compulsion.
This is consistent with our definition of FMV.
Valuations were conducted their basis of assessment on the market value of unencumbered freehold or leasehold on a
going concern basis.
6.4.2.

Valuation methodologies applied

The independent property valuations undertaken by the property valuers used a combination of income-based and
market-based methods to assess the values of the properties within the EHAF portfolio.
All of the valuers made assumptions regarding the cash flow projections and discount rates used. These assumptions
varied slightly between the properties, however all property valuers stated that their valuations were conducted based
on the assumption that COVID-19 outbreaks were controlled effectively, lockdowns ended on time, and the vaccine
rollout was successfully implemented.
Capitalisation rates and discount rates used to establish property value were found by analysing the yields of similar
properties, trading history of the properties, locations, market volatility with respect to COVID-19, underlying land
value, and other prevailing economic and property market conditions. All valuers made extensive assumptions about
the volatility of the market due to the COVID-19 pandemic, and assumed that the property market will respond with
conservative valuations.
f

CBRE valuations
CBRE conducted the valuations of Mayfair Hotel and Adabco Boutique Hotel Adelaide.
A 5-year forecasted capitalisation of earnings and 10-year DCF model were used and the average of these results
provided the adopted market value. The DCF results were sensitized to account for discrepancies in various
assumptions. In assuming future cash flows, CBRE analysed market trends amongst corporate and recreational
travellers as well as past occupancy rates and ADRs. CBRE also used market valuation methods, specifically, analysing
historical selling prices of the investigated hotels and conducting comparisons with similar properties to determine
changes in market value.

f

Knight Frank valuation
Knight Frank conducted the valuation of Peppers Cradle Mountain Lodge.
A 5-year forecasted capitalisation of earnings, stabilised earnings and DCF model were used and the average of these
three results provided the adopted market value. The DCF results were sensitized to account for discrepancies in
various assumptions.

f

Opteon valuation
Opteon, who conducted valuations of ibis Styles Albany, conducted their property valuation based on the
capitalisation of earnings method as well as comparing the property to similar sites and their market values. Opteon
capitalised the net profits of the property to establish the price that a prospective purchaser will be willing to pay
based on the return required for the investment of capital.
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6.5.

Third Party Independent Valuer

For the purposes of our opinion we engaged an independent property consultancy and valuation firm (Third Party
Independent Valuer) to review the external valuations relied upon by the board sub-committees and Directors of EIL
and EFML.
As the ENN securityholder interests in ELHF and AHS will change substantially from 100% to between 36.4% and 49.0%,
we have engaged the Third Party Independent Valuer to perform peer reviews of the following valuations:
f

Cradle Mountain Lodge, ELHF, performed by Knight Frank as at 1 July 2021;

f

Adabco Adelaide, ELHF, performed by CBRE as at 30 June 2021;

f

Mayfair Hotel, ELHF, performed by CBRE as at 30 June 2021; and

f

Ibis Styles Albany, AHS, performed by Opteon as at 28 June 2021.

We have not engaged a peer review of the valuations of the 10 hotels held by EMPR, as there will not be a substantial
change in the ownership interest of ENN securityholders in the hotels of EMPR as a result of the Proposed Transaction.
The ENN security holder interest in the hotels of EMPR will change from 42.9% pre-transaction to between 36.4% and
49.0% post-transaction. We have reviewed the independent valuations for the 10 properties in the EMPR portfolio and
have adopted the values disclosed in EMPR’s financial reports.
We consider the Third Party Independent Valuer to have the appropriate skills and knowledge to assist BDOCF with the
review of the ELHF and AHS hotel valuations.
A requirement of our engagement of the Third Party Independent Valuer was that their name remain undisclosed.
Our valuation of the FMV of the interests held by ENN pre-transaction, and the Transaction Consideration is based upon:
a.

Review of the full valuation reports prepared by CBRE, Knight Frank and Opteon regarding the hotels of ELHF
and AHS;

b.

Review of the reports prepared by the Third Party Independent Valuer;

c.

Discussions with the Third Party Independent Valuer; and

d.

Discussions with Management.

6.6.
6.6.1.

Other valuation considerations
Future events

The business of ELHF, AHS, and EMPR assumed in this valuation, is that which exists at the current date. Other growth
potential, which may result from new activities, business initiatives, acquisitions and the like (which are not capable of
estimation), is not within the scope of this valuation.
6.6.2.

Valuation in accordance with APES 225

This engagement has been conducted in accordance with professional standard APES 225 Valuation Services, as issued
by the Australian Professional and Ethical Standards Board.
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7.

VALUATION OF INTERESTS PRE-TRANSACTION

Our valuation assessment of the interest held by ENN securityholders in the assets of EMPR, ELHF, and AHS pretransaction is based upon the NAV method. This section does not reflect the transaction, rather outlines the current
alternative available to Securityholders to realise value from ENN under the current structure as well as enable a
comparison to the likely value to Securityholders as a result of the Proposed Transaction.
7.1.

Overview of securities pre-transaction

ENN plans to combine ELHF with EMPR, transfer ENN’s interests in AHS to EMPR and collectively reorganise these assets
into EHAF. ENN currently holds a 42.9% interest in EMPR, 100% of ELHF, and 100% of AHS.
7.2.

Valuation of 42.9% interest in EMPR

We have assessed the FMV of ENN securityholder interests in EMPR using the NAV methodology.
The NAV valuation has been performed using the statement of financial position provided by Management as at 30 June
2021, and is summarised in the following table.
Table 12: EMPR NAV
$'000

Note

Assets
Cash and cash equivalents
Property, plant and equipment
Barossa Weintal Resort
Byron Bay Hotel & Apartments
Clare Country Club
ibis Styles Canberra
ibis Styles Canberra Eaglehawk
ibis Styles Tall Trees Canberra
ibis Styles Port Macquarie
Mantra Pavilion Wagga Wagga
Mantra Wollongong
Parklands Resort Mudgee
Other assets
Total assets
Liabilities
Interest bearing liabilities
Other liabilities
Distribution payable
Total liabilities
Net assets
Equity
Unitholder equity
Accumulated losses
Reserves
Total equity

Assessed property value
as at 30 June 2021

FMV
as at 30 June 2021
1,607
170,900

1
2
3
4
5
6
7
8
9
10

7,000
33,000
10,000
32,000
21,000
13,900
15,000
7,500
13,500
18,000
6,907
179,414
67,390
4,827
5,123
77,339
102,075
79,576
(17,995)
40,494
102,075

Source: EMPR’s unaudited Management accounts for FY21.

We have not engaged the Third Party Independent Valuer to review EMPR’s hotel property valuations as the ENN
securityholder interests in these hotels will not materially change as a result of the Proposed Transaction. Nevertheless,
we have reviewed the independent valuation reports on which EMPR’s financial position is based. Brief commentary on
the hotels and latest valuations is provided in the following notes.
Notes:
Barossa Weintal Resort, 231 Murray Street, Tanunda, SA 5352, valued as at 30 June 2021
During FY20 Barossa Weintal Resort suffered significantly from the COVID-19 outbreak as many interstate borders were

1

closed. Further, the Barossa Valley was at the centre of a COVID-19 outbreak when a group of international tourists tested
positive for the disease. In FY21, Barossa Weintal Resort benefitted greatly from the ban on international travel as domestic
tourism grew and the Barossa Valley is traditionally a strong tourism region with regular patronage from domestic guests. This
increased demand and drove up ADR and occupancy rates at the property.
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Byron Bay Hotel & Apartments, 20-22 Fletcher Street, Byron Bay NSW 2481, valued as at 30 June 2021
Recent increases in Byron Bay Hotels and Apartments occupancy rates stems from its situation in one of Australia’s most
popular tourist and investment localities. Moreover, the property has diversified revenue streams from hotel operations and

2

retail operations. There is also minimal management overheads due to providing solely rooms accommodation. The property
performed strongly during the COVID-19 pandemic as the closure of international borders generated an increase in domestic
guests who would have otherwise been travelling internationally. Close proximity to both the Ballina Byron Gateway Airport
and the Coolangatta Airport afford interstate travellers the ability to visit the region with ease.
Clare Country Club, White Hut Road, Clare SA 5433, valued as at 30 June 2021
The Clare Country Club benefits from its location within the Clare Valley which combines strong tourist demand with low
competition within the immediate locality. The hotel has many guest offerings which provide alternative revenue streams to

3

simple room revenue. These include restaurants, bars, conference facilities, a spa, and gym facility. Further, recent capital
expenditures on the bathrooms and air conditioning units have lowered cash flows over the past years but upon completion
aim to raise chargeable ADR which improve valuations. However, the property is susceptible to sporadic interstate border
closures and future occupancy rates will be determinant upon Australia’s control of future COVID-19 outbreaks.
Ibis Styles Canberra, 203 Goyder Street, Narrabundah, ACT 2604, valued as at 29 June 2021
The ibis Styles Canberra was evaluated to have a high degree of uncertainty surrounding revenue and valuations. The future

4

regulatory policies and COVID-19 induced restrictions coupled with wider market uncertainty makes accommodation hotels a
particularly high risk and volatile asset class at present. Occupancy rates are projected to fall between 55% and 71%. Further,
ADR are also projected to underperform the market by 27% to 31% averaging between $120.00 and $132.00. As such, future
cash flows will be sluggish to recover from COVID-19 domestic lockdowns.
Ibis Styles Canberra Eaglehawk, 1222 Federal Highway, Sutton, NSW 2620, valued as at 30 June 2021
The impact of COVID-19 on the trading conditions of the hotel between March and September 2020 is observable and it is
probable that these adverse impacts will be felt throughout the remainder of 2021. However, it is forecasted that returns to

5

previous trend levels will be gradual as demand responds to the post-pandemic environment. Reasonable market-based
valuations will be hard to ascertain due to these factors compounded with accommodation market illiquidity. Market-based
evidence has shown that year-to-date May 2021, Canberra hotels occupancy rates have increased by 16.4% and ADR have
increased by 7.0%.
Ibis Styles Canberra Tall Trees, 21 Stephen Street, Ainslie, ACT 2602, valued as at 29 June 2021
Recent valuations were severely affected by the COVID-19 outbreak as hotel trading conditions dropped as a result of softer

6

tourism and the broader economic market. The ibis Styles Canberra Tall Trees has benefitted from the marketing,
advertising, and reservations support through the management agreement with Accor. The experienced management assisted
with restructuring operational expenses and therefore assisted with stabilising cash flows. It is predicted that over 2022 to
2026, the property will underperform the competitive market in terms of both occupancy rates and ADR.
Ibis Styles Port Macquarie, 1 Stewart Street, Port Macquarie, NSW 2444, as at 30 June 2021
ibis Styles Port Macquarie increased in value between FY20 and FY21 due to factors such as its prominent location within Port

7

Macquarie, franchise agreement to a recognised national operator, increased demand in domestic tourism driving ADR and
occupancy rates, and the underlying land value. However, the hotel requires capital expenditure in the form of renovations
in some common property areas and some room bathrooms leading to decreased cash flows in the future.
Mantra Pavilion Hotel, 22-30 Kincaid Street, Wagga Wagga, NSW 2650, as at 30 June 2021
The Mantra Pavilion Hotel increased in value from management projections due to several factors. The property benefits

8

from being managed by a recognised national operator in Mantra and is in a strong location close to the city centre.
Moreover, the property requires no significant capital expenditure in the short term and the property’s ADR and occupancy
rates are traditionally above market average.
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Mantra Wollongong, 6-10 Gladstone Avenue, Wollongong, NSW 2500, as at 30 June 2021
While having a strong location within the Wollongong CBD and no predicted capital expenditure requirements, the Mantra
Wollongong was found to decrease in value from management expectations for several reasons. The marketability and

9

management of the building are significantly impacted as not all of the apartments within the parent building are owned.
Moreover, the building has no meeting room space or food and beverage services, limiting future revenue streams. The
Mantra Wollongong has typically exhibited strong demand from corporate travellers, however the COVID-19 pandemic caused
many corporate traveller’s to re-evaluate the necessity of their travel and drive down the occupancy rates of this property.
Parklands Resort Mudgee, 121 Ulan Road, Putta Bucca, NSW 2850, as at 30 June 2021
Parklands Resort Mudgee benefitted greatly from increased domestic tourism through mid- to late-FY20. The popularity of the
regional tourism offering increased with international borders closed, however current forecasts are subject to increased

10 volatility than historically experienced due to sporadic interstate border closures. Moreover, management suffers from
increased competition due to increase in options stemming from independent accommodation providers through platforms
such as Airbnb. These factors contributed to the decrease in value between 30 June 2021 and the management reports dated
31 December 2020.

As the financial position as at 30 June 2021 includes the current valuations of the owner occupied hotel properties, and
the remaining assets and liabilities are mostly monetary, we consider the current NAV to be reliable indicator of the
FMV of 100% interest in EMPR.
The value of ENN securityholders interest in EMPR, pre-transaction is assessed to be $43.8m, as summarised in the
following table.
Table 13: FMV of 42.9% interest in EMPR
$m
FMV of 100% interest in EMPR
FMV of 42.9% interest in EMPR

30 June 2021
102.1
43.8

Source: BDOCF analysis
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7.3.

Valuation of 100% interest in ELHF

We have assessed the FMV of ENN securityholder interests in ELHF using the NAV methodology.
The NAV valuation has been performed using the statement of financial position provided by Management as at 30 June
2021, and is summarised in the following table.
Table 14: ELHF NAV
$'000

Note

Assets
Cash and cash equivalents
Property, plant and equipment
Adabco Boutique Hotel Adelaide
Mayfair Hotel Adelaide
Peppers Cradle Mountain Lodge
Other assets
Total assets
Liabilities
Interest bearing liabilities
Other liabilities
Distribution payable
Total liabilities
Net assets
Equity
Unitholder equity
Accumulated losses
Reserves
Total equity

Assessed property value
as at 30 June 2021

FMV
as at 30 June 2021
3,997
172,000

1
2
3

13,000
86,000
73,000
3,782
179,779
107,800
6,022
0
113,822
65,957
65,080
(8,803)
9,680
65,957

Source: ELHF’s unaudited Management accounts for FY21.

We have engaged the Third Party Independent Valuer to review EMPR’s hotel property valuations. Brief commentary on
the current hotel valuations and peer review is provided in the following notes.
Notes:
Adabco Boutique Hotel Adelaide, valued by CBRE as at 30 June 2021
The Adabco Boutique Hotel increased in value by $0.5m between 31 December 2020 and 30 June 2021. CBRE supported this
valuation by emphasising the properties excellent location on the fringe of the Adelaide CBD and its freehold tenure.
Moreover, the property has the potential to increase its food and beverage offering, providing potential expansions in future
revenue streams. Valuation projections were held back due to concerns regarding the handling of future COVID-19 outbreaks
and reduction in corporate travellers. These threats were realised between July and December 2020 when the hotel was

1

closed as a result of the impact of COVID-19 on the hotel industry.
An independent peer review was undertaken regarding this property valuation by the Third Party Independent Valuer. The
peer review highlighted that this valuation was undertaken on a desktop basis only without inspection. The Third Party
Independent Valuer concluded that CBRE’s valuation was properly instructed; that their approach was proper and
professional, complying with API industry standards; and that the assumptions used were reasonable in determining the FMV
of Adabco Boutique Hotel Adelaide.
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Mayfair Hotel, 45 King William Street, Adelaide, SA, valued by CBRE as at 30 June 2021
Mayfair Hotel increased in value due to the high standard of the property’s rooms combined with the prospect of increased
room occupancy following South Australia’s handling of the COVID-19 pandemic. CBRE noted the unprecedented trading and
investment uncertainty and the risk associated with hotels that generate large portions of income from tourism. However, the
quality of the property, vacancy rates, position of the property within the Adelaide CBD, and freehold tenure prevented

2

decreases in value from CBRE.
An independent peer review was undertaken regarding this property valuation by the Third Party Independent Valuer. The
peer review highlighted that this valuation was undertaken on a desktop basis only without inspection, and commented on
undistributed expenses and capital requirements. The Third Party Independent Valuer concluded that CBRE’s valuation was
properly instructed; that their approach was proper and professional, complying with API industry standards; and that the
assumptions used were reasonable in determining the FMV of Mayfair Hotel Adelaide.
Peppers Cradle Mountain Lodge, 4038 Cradle Mountain Road, Cradle Mountain, TAS 7306, valued by Knight Frank as at 1
July 2021
Peppers Cradle Mountain Lodge was sold to ELHF by EMPR in FY19 and has appreciated in value through FY20 and FY21.
Tasmania is recognised as a desirable international and domestic tourist destination and demand is bolstered by increased air
capacity to the state combined with the rapidly expanding eco-tourism market. The property is well positioned within the
second highest visited national park in Tasmania. However, the property requires attention and significant room renovation.

3

A capital expenditure of $50,000 per key average across the 81 older style rooms was adopted by Knight Frank during the
valuation. Revenues are not expected to be substantially affected, with projected room occupancies from 75% to 79% and
ADR of $400 to $440 over the period.
An independent peer review was undertaken regarding this property valuation by the Third Party Independent Valuer. The
Third Party Independent Valuer concluded that Knight Frank’s valuation was properly instructed; that their approach was
proper and professional, complying with API industry standards; and that the assumptions used were reasonable in
determining the FMV of Peppers Cradle Mountain Lodge.

As the financial position as at 30 June 2021 includes the current valuations of the owner occupied hotel properties, and
the remaining assets and liabilities are mostly monetary, we consider the current NAV to be reliable indicator of the
FMV of 100% interest in ELHF.
The value of ENN securityholders interest in ELHF, pre-transaction is assessed to be $66.0m, as summarised in the
following table.
Table 15: FMV of 100% interest in ELHF
$m
FMV of 100% interest in ELHF

30 June 2021
66.0

Source: BDOCF analysis
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7.4.

Valuation of 100% interest in AHS

We have assessed the FMV of ENN securityholder interests in AHS using the NAV methodology.
The NAV valuation has been performed using the statement of financial position provided by Management as at 30 June
2021, and is summarised in the following table.
Table 16: AHS NAV
$'000

Note

Assets
Cash and cash equivalents
Property, plant and equipment
ibis Styles Albany
Other assets
Total assets
Liabilities
Interest bearing liabilities
Other liabilities
Distribution payable
Total liabilities
Net assets
Equity
Unitholder equity
Accumulated losses
Reserves
Total equity

Assessed property value
as at 30 June 2021

FMV
as at 30 June 2021
165
3,200

1

3,200
928
4,293
1,914
1,914
2,379
5,450
(3,072)
2,378

Source: AHS’ unaudited Management accounts for FY21.

We have engaged the Third Party Independent Valuer to review the valuation of the ibis Styles Albany hotel. Brief
commentary on the current and peer review is provided in the following note.
Note:
Ibis Styles Albany, 369 Albany Highway, Orana, WA 6330, valued by Opteon as at 28 June 2021
Opteon justified a devaluation of the ibis Styles Albany as there are fewer buyers and sellers within the market stemming
from uncertainty within the accommodation sector. Opteon found the ibis Styles Albany valuation lay within a reasonable
range for hotels and motels with comparable land size, room numbers, and revenue per room.

1
An independent peer review was conducted on this property valuation by the Third Party Independent Valuer. The peer
review highlighted the future branding, franchise status and sufficiency of capital costs for the ibis Styles Albany. On balance,
the Third Party Independent Valuer concluded that Opteon’s valuation was properly instructed; that their approach was
proper and professional, complying with API industry standards; and that the assumptions used were reasonable in
determining the FMV of the ibis Styles Albany.

As the financial position as at 30 June 2021 includes the current valuation of the owner occupied hotel property, and
the remaining assets and liabilities are mostly monetary, we consider the current NAV to be reliable indicator of the
FMV of 100% interest in AHS.
The value of ENN securityholders interest in AHS, pre-transaction is assessed to be $2.4m, as summarised in the following
table.
Table 17: FMV of 100% interest in AHS
$m
FMV of 100% interest in AHS

30 June 2021
2.4

Source: BDOCF analysis
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7.5.

EHAF Reorganisation costs incurred

Certain costs that have already been incurred by ENN in the lead up to the EHAF Reorganisation that are not reflected
in the NAV valuations include:
f

property valuation costs of approximately $25k per hotel. These valuations were required for mortgage and
financial reporting purposes and therefore would have been incurred regardless of the Proposed Transaction;

f

fees for tax, stamp duty and legal advice, and research costs of approximately $410k.

The total costs incurred pre-transaction, attributable to ENN securityholders is assessed to be $0.6m, as summarised in
the following table.
Table 18: FMV of 100% interest in AHS
$m
Number of hotels
Property Valuation Cost ($25k per hotel)
ENN investor share of costs
Valuation costs attributable to ENN securityholders
Tax, stamp duty, legal and research costs
Total EHAF Reorganisation costs incurred, pre-transaction

EMPR
10 x
0.25
42.9%
0.11

ELHF
3x
0.075
100%
0.075

AHS
1x
0.025
100%
0.025

Total

0.2
0.4
0.6

Source: Management information, BDOCF analysis

7.6.

Conclusion on the FMV of the interest pre transaction

Based on our analysis using the NAV methodology above and adjustment for EHAF Reorganisation costs incurred pretransaction, we have assessed the FMV of ENN securityholder interests in EMPR, EHLF and AHS pre-transaction to be
$111.6m, as summarised in the following table.
Table 19: Conclusion of the FMV of the interests pre-transaction
$m
FMV of 42.9% interest in EMPR
FMV of 100% interest in ELHF
FMV of 100% interest in AHS
FMV of interests pre-transaction
Attributable EHAF Reorganisation costs incurred pre-transaction
FMV of interests after pre-transaction costs

43.8
66.0
2.4
112.1
(0.6)
111.5

Source: BDOCF analysis
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8.

VALUATION OF THE TRANSACTION CONSIDERATION

8.1.

Overview of the Transaction Consideration

Currently ENN securityholders hold the following interests:
f

100% of ELHF;

f

100% of AHS; and

f

42.9% in EMPR.

As part of the EHAF Reorganisation, the above interests will be disposed, and ENN securityholders will receive:
f

cash consideration for ELHF of between $16.6m and $40.7m, subject to the Capital Raise;

f

cash consideration for AHS of $2.4m;

f

EHAF securities representing an interest in all of the net assets of EMPR, ELHF and AHS of between 36.4% and
49.0%, subject to the Capital Raise;

f

transaction costs for the EHAF reorganisation payable to the manager of EHAF, a wholly owned subsidiary of ENN;
and

f

the right to receive additional ongoing management fees from EHAF.

A minimum 8% distribution guarantee will also be paid by ENN to EHAF securityholders during FY22.
If $68.6m is raised in the Capital Raise, the cash consideration for ELHF will be $16.6m and the resultant ENN stake in
EHAF will be approximately 49.0%.
If $92.7m is raised in the Capital Raise, the cash consideration for ELHF will be $40.7m and the resultant ENN stake in
EHAF will be approximately 36.4%.
The total transaction consideration to be paid to the Securityholders will therefore comprise cash, securities,
transaction fees receivable and additional ongoing management fees, net of the Distribution Guarantee.
8.2.

Valuation of EHAF post-transaction

We have assessed the FMV of ENN securityholder interests in EHAF post-transaction using the NAV methodology.
In order to assess the net assets in EHAF after the Proposed Transaction, we have considered:
f

the constituent net assets from EMPR, ELHF and AHS;

f

Management pro-forma adjustments to prepare for the Proposed Transaction; and

f

pro-forma adjustments to reflect the Capital Raise, payment of the cash consideration and transaction costs.

The following sections show the initial net asset position and subsequent adjustments under two Capital Raise scenarios,
in which $68.8m is raised (Low Capital Raise) and $92.7m is raised (High Capital Raise).
8.2.1.

Constituent net assets of EHAF and preparatory adjustments

Prior to the Capital Raise and transaction costs, the net asset position of EHAF will initially be comprised of 100% of
EMPR, 100% of ELHF and 100% of AHF. An abbreviated version of the financial position of EMPR, ELHF, AHS and EHAF is
shown in the following table. Additional Management adjustments to prepare EHAF for the Proposed Transaction are
also shown and discussed below.
Table 20: Combined net assets of EMPR, ELHF and AHS, and pre-transaction adjustments
$m
Section Ref/ Note
Assets
Cash and cash equivalents
Property, plant and equipment
Other assets
Total assets
Liabilities
Interest bearing liabilities
Other liabilities
Total liabilities
Net assets

Swap
EMPR
A

Swap
ELHF
B

EMPR FY21
Distribution
C

Debt
Reclass.
D

EHAF
adjusted

EMPR
7.2

ELHF
7.3

AHS
7.4

EHAF

1.6
170.9
6.9
179.4

4.0
172.0
3.8
179.8

0.2
3.2
0.9
4.3

5.8
346.1
11.6
363.5

-

(0.6)

-

-

5.1
346.1
11.6
362.9

67.4
9.9
77.3
102.1

107.8
6.0
113.8
66.0

1.9
1.9
2.4

175.2
17.9
193.1
170.4

0.2
(0.2)
-

(0.6)
(0.6)
-

5.1
(5.1)
-

1.5
(1.5)
-

182.1
10.4
192.5
170.4

(0.6)

Source: Unaudited Management accounts for FY21; BDOCF analysis
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Adjustments:
A

EMPR have a swap recorded on the balance sheet under Derivative Financial Instruments as at 30 June 2021 at $158k. In
preparation for restructuring the financing of EMPR for EHAF, this swap will be settled by raising additional debt of $220k.

B

ELHF have a swap recorded on the balance sheet under Derivative Financial Instruments as at 30 June 2021 at $655k. In
preparation for restructuring the financing of ELHF for EHAF, this swap will be settled with a cash payment of $620k.

C

As at 30 June 2021, EMPR have a distribution payable of $5.123m. This distribution will be paid prior to the Proposed
Transaction, funded by debt.
The total balance of interest bearing liabilities in the balance sheets for each of the 3 entities reflect the balances for
financial reporting purposes. In preparation for the Proposed Transaction and restructuring of EHAF financing, approximately
$1.5m of liabilities have been reclassified from other liabilities to debt, on the basis of two adjustments:

D

f

the addition of capitalised debt costs to show the drawn balance of facilities with external lenders; and

f

reclassification of subordinated debt currently shown in the Management accounts as payables, which will ultimately be
refinanced by bank debt in the short term.

The balance for Total Liabilities remains unchanged. Management seek to ensure accurate Loan to Value ratio (LVR) and
interest expense calculations for the determination of EHAF net assets and NAV per security. The initial LVR on completion of
the EHAF Reorganisation is to be 48.5%.

Further adjustments are required to reflect EHAF post-transaction.
8.2.2.

Low Capital Raise scenario

The NAV of EHAF post-transaction under the Low Capital Raise scenario is shown in the following table. The adjustments
to reach the post-transaction NAV are described below.
Table 21: EHAF NAV – Low Capital Raise
$m
Note
Assets
Cash
Hotel properties
Other assets
Total assets
Liabilities
Debt
Other liabilities
Total liabilities
Net assets

EHAF
adjusted
8.2.1
5.1
346.1
11.6
362.9
182.1
10.4
192.5
170.4

New
Capital
E

EMPR
Buyback
F

Stamp
Duty
G

Transaction
Costs
H

Debt
Repayment
I

Cash
Consideration
J

EHAF
Pro-forma
NAV

68.6

(29.9)

(0.2)

(5.4)

(14.2)

(19.0)

68.6

(29.9)

(0.2)

(5.4)

(14.2)

(19.0)

5.1
346.1
11.6
362.9

(19.0)

167.9
10.4
178.3
184.6

(14.2)
68.6

(29.9)

(0.2)

(5.4)

(14.2)
-

Source: BDOCF analysis

Adjustments:
E

This scenario assumes the minimum capital raise amount of $68.6m is received in cash.

F

As part of the EHAF Reorganisation, there will be an institutional sell-down of 30 million EMPR securities based on a pretransaction NTA of $0.997 per security, resulting in a total cash payment of $29.9m.
In accordance with tax advice, transfer stamp duty at rates up to 5.15% should be payable on the transfer of the ibis Styles

G

Albany hotel to EHAF, calculated on the higher of the unencumbered market value of the land and the consideration for the
transfer. On the basis of the assessed market value of $3.2m for the ibis Styles Albany, the stamp duty payable has been
estimated to be $164.8k.
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Transaction costs (excluding stamp duty noted in adjustment G) include:

H

I

f

acquisition fees of $1.75m payable to the manager of EHAF, Elanor Asset Services Pty Limited, a wholly owned subsidiary
of ENN;

f

Cost recovery fees of $0.40m payable to EFML;

f

equity raising fees of $1.76m also payable to Elanor Asset Services Pty Limited;

f

debt establishment fees of $0.51m;

f

legal and tax advice, and valuation and research reports totally $0.76m; and

f

contingencies and other costs totalling $0.25m.

A debt repayment of $14.1m is planned to enable EHAF to meet a loan to value ratio of 48.5%.

If $68.6m in capital is raised, the cash consideration for the partial sale of ELHF to EMPR will be $16.6m. The consideration

J

for AHS will be $2.4m, together totalling $19m. This has been calculated as the residual of the funds raised, less the cost of
the EMPR buyback, debt reduction and transaction costs.

In the Low Capital Raise scenario, where $68.6m is raised, the resultant stake in EHAF that will be held by ENN will be
49.0%.
In addition to a 49.0% stake in EHAF, the ENN securityholders will also be entitled to receive:
f

the $19m cash consideration from the sale of ELHF and AHS; and

f

the $3.5m acquisition and equity raising fees and the $0.4m of cost recovery fees noted in adjustment H which will
be received by subsidiaries of ENN. The fee income would be taxed at a corporate tax rate of 30% prior to
distribution to ENN securityholders. The net benefit to ENN Securityholders would therefore be approximately
$2.7m from fee income as a result of the Proposed Transaction.

The FMV of ENN securityholders interest in EHAF in the Low Capital Raise scenario including the cash consideration and
transaction fees receivable, is assessed to be $112.1m, as summarised in the following table. We note that this is prior
to consideration of the additional ongoing management fees (section 8.3) and the Distribution Guarantee (section 8.4).
Table 22: FMV of ENN securityholders interest – Low Capital Raise
Low Capital Raise
EHAF NAV post-transaction
Stake in EHAF
NAV attributable to ENN securityholders
Cash consideration received on sale of ELHF and AHS assets

$m
184.6
49.0%
90.4
19.0

Transaction costs received by ENN (after tax)
FMV attributable to ENN securityholders, post-transaction

2.7
112.1

Source: BDOCF analysis

8.2.3.

High Capital Raise scenario

The NAV of EHAF post-transaction under the High Capital Raise Scenario is shown in the following table. Some
adjustments are consistent with the Low Capital Raise scenario, described above. The adjustments specific to this
scenario are described below.
Table 23: EHAF NAV – High Capital Raise
$m
Note
Assets
Cash
Hotel properties
Other assets
Total assets
Liabilities
Debt
Payables
Total liabilities
Net assets

EHAF
adjusted
8.2.1
5.1
346.1
11.6
362.9
182.1
10.4
192.5
170.4

New
Capital
K

EMPR
Buyback
8.2.2

Stamp
Duty
8.2.2

Transaction
Costs
8.2.2

Debt
Repayment
8.2.2

Cash
Consideration
L

EHAF
Pro-forma
NAV

92.7

(29.9)

(0.2)

(5.4)

(14.2)

(43.0)

92.7

(29.9)

(0.2)

(5.4)

(14.2)

(43.0)

5.1
346.1
11.6
362.9

(43.0)

167.9
10.4
178.3
184.6

(14.2)
92.7

(29.9)

(0.2)

(5.4)

(14.2)
-

Source: BDOCF analysis
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Adjustments:
K

This scenario assumes the maximum capital raise amount of $92.7m is received in cash.

If $92.7m in capital is raised, the cash consideration for the partial sale of ELHF to EMPR will be $40.7m. The consideration for

L

AHS will be $2.4m, together totalling $43.0m. This has been calculated as the residual of the funds raised, less the cost of the
EMPR buyback, debt reduction and transaction costs.

In the High Capital Raise scenario, where $92.7m is raised, the resultant stake in EHAF that will be held by ENN will be
36.4%.
In addition to a 36.4% stake in EHAF, the ENN securityholders will also be entitled to receive:
f

the $43.1m cash consideration from the sale of ELHF and AHS; and

f

the $3.5m acquisition and equity raising fees, and $0.40 of cost recovery fees noted in adjustment H. ENN
securityholders would receive approximately $2.7m from fee income, after tax, as a result of the Proposed
Transaction.

The FMV of ENN securityholders interest in EHAF in the High Capital Raise scenario including the cash consideration and
transaction fees receivable, is assessed to be $112.9m, as summarised in the following table. We note that this is prior
to consideration of additional ongoing management fees (section 8.3) the Distribution Guarantee (section 8.4).
Table 24: FMV of ENN securityholders interest in EHAF – High Capital Raise
High Capital Raise
EHAF NAV post-transaction
Stake in EHAF
NAV attributable to ENN securityholders
Cash consideration received on sale of ELHF and AHS assets

$m
184.6
36.4%
67.1
43.0

Transaction costs received by ENN (after tax)
FMV attributable to ENN securityholders, post-transaction

2.7
112.9

Source: BDOCF analysis

8.3.

Value of ongoing additional management fees

Currently, external investors hold 57.1% of EMPR’s securities. EMPR currently has gross assets of approximately $179m.
Post transaction, external investors will hold between 51.0% and 63.6% of EHAF’s securities. Post transaction, EHAF will
have gross assets of approximately $363m.
Management fees are charged at a rate of 1.0% p.a. of the gross asset value of fund. Currently the external investors
interests in gross assets is circa $102m. Post transaction, external investors interests in gross assets will be between
circa $185m and $231m.
ENN will benefit from greater ongoing management fees from the increased interest in gross assets held by external
investors.
The annual increase in management fees receivable by ENN (assuming no change in gross assets) is estimated to range
between $0.6m p.a. and $0.9m p.a. in the Low Capital Raise and High Capital Raise scenarios respectively, as shown in
the following table.
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Table 25: Calculation of the annual increase in management fees
Low Capital Raise
External interest in gross assets pre-transaction
External interest in gross assets post-transaction
Increase in external interest in gross assets
Increase in management fees
Tax
Increase in Management fees (after tax)

$m
102.4
185.1
82.6
0.8
0.2
0.6

1.0%
30%

High Capital Raise
External interest in gross assets pre-transaction
External interest in gross assets post-transaction
Increase in external interest in gross assets
Increase in management fees
Tax
Increase in management fees (after tax)

$m
102.4
230.9
128.5
1.3
0.4
0.9

1.0%
30%

Source: BDOCF analysis

Assuming a term of 5 years, no change in gross asset values, and a discount rate of 12%, the net present value of the
benefit of the increase in management fees receivable by ENN is estimated to be $2.2m in the Low Capital Raise scenario
and $3.4m in the High Capital Raise scenario, as shown in the following table.
Table 26: Value of ongoing additional management fees
NPV of increase in management fee
Low Capital Raise
High Capital Raise

$m
2.2
3.4

Source: BDOCF analysis

8.4.

Valuation of the Distribution Guarantee

ENN has provided a guarantee that the income distribution per security payable by EHAF for the period from the
allotment date to 30 June 2022 is a minimum of 8.0% p.a. on the issue price (Distribution Guarantee). As noted in the
EHAF Information Memorandum, any required top-up payment under the Distribution Guarantee will be paid to investors
in August 2022, together with the distribution for the quarter ending 30 June 2022.
The 8.0% p.a. distribution yield was forecast based on unaudited actual results to May 2021 (11 months) plus forecast
for June 2021 (1 month), based on the current portfolio of 14 hotels. We note that an outbreak of COVID-19 occurred
in several Australian states in June 2021 resulting in further border closures and travel restrictions.
The following table compares the calculation of the forecast distribution yield based on the ENN Information
Memorandum data and the forecasts for FY22 noted in the independent valuation reports for each of the 14 hotels in
EHAF.
Table 27: Forecast EHAF distribution yield
FY22 distribution estimate
Total property returns ($m)
Less: Fund management fees & expenses
Less: Interest expense
Net income/ Income distribution
Total securities on issue (post Capital Raise, m)
Profit per share
Issue price
Distribution yield

Note
1
2
2
3

ENN forecast
25.2
(5.0)
(4.6)
15.6
195.2
$ 0.08
$ 1.00
8.0%

Valuer forecast
20.4
(5.0)
(4.6)
10.8
190.5
$ 0.06
$ 1.00
5.7%

Source: EHAF Unlisted Property Fund Report, the 14 property valuation reports, Management information, BDOCF analysis

Notes:
The total property returns were sourced from ENN’s forecast EBITDA for FY22 in the EHAF Unlisted Property Fund Report,

1

based on the EHAF Information Memorandum dated 1 June 2021. The total property return for the Valuer FY22 forecast was
based upon the EBITDA/Net income sourced from each of the 14 valuation reports dated at or about 30 June 2021.
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2

ENN fund management fees and expenses, and interest expense were sourced from the EFML financial analysis in the EHAF
Unlisted Property Fund Report, page 20.

3

The number of securities on issue post-transaction was estimated to be 195.2m in the EHAF Unlisted Property Fund Report as
at June 2021. The number of EHAF securities now forecast by Management is 190.5m.

On the basis of the property valuer forecasts, the cash top-up that may be required to meet the minimum 8.0%
distribution yield is $4.8m. We have adjusted only for the amount of cash allocated to non-ENN securityholders which
varies depending on the amount of capital raised.
Assuming the allotment date is around September 2021, the distribution guarantee payment to non-ENN securityholders
is estimated to range between $1.3m and $1.6m, as per the following table.
Table 28: Cost of Distribution Guarantee
Cost of Distribution Guarantee
Distributions equivalent to an 8% return
Distributions based on property valuer forecast net income
Additional cost of Distribution Guarantee ($m, before tax)
Additional cost of Distribution Guarantee ($m, after tax)
Part year adjustment (Allotment date to 30 June 2022)

$m
15.6
10.8
4.8
3.4
2.5
1.3
1.6

Cash payable to non-ENN securityholders (Low Capital Raise)
Cash payable to non-ENN securityholders (High Capital Raise)
Source: BDOCF analysis

8.5.

Conclusion on the FMV of the Transaction Consideration

Our assessed FMV range for the Transaction Consideration, based upon the NAV valuation methodology including the
cash consideration, 36.4% to 49.0% interest in EHAF securities and adjustment for additional ongoing management fees,
and the cost of the Distribution Guarantee is between $113.1m and $114.7m. The calculation of the total Transaction
Consideration is summarised in the following table.
Table 29: Assessed FMV of the Transaction Consideration
$m
Capital raised
ENN securityholder stake in EHAF, post-transaction
FMV of ENN securityholders interest in EHAF
Value of additional ongoing management fees
Cost of Distribution Guarantee attributable to non-ENN securityholders
FMV of Transaction Consideration

Low Capital Raise
$68.6m
49.0%
112.1

High Capital Raise
$92.7m
36.4%
112.9

2.2
(1.3)
113.1

3.4
(1.6)
114.7

Source: BDOCF analysis
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9.

FAIRNESS ASSESSMENT

RG 111.58 indicates that where the proposed transaction consists of an asset acquisition by the entity, it is ‘fair’ if the
value of the financial benefit being offered by the entity to the related party is equal to or less than the value of the
assets being acquired. This comparison should be made assuming a knowledgeable and willing, but not anxious, buyer
and a knowledgeable and willing, but not anxious, seller acting at arm’s length.
Our analysis has been performed by comparing:
f

the FMV of the interests pre-transaction; and

f

the FMV of the Transaction Consideration.

The Proposed Transaction will be fair if the FMV of the Transaction Consideration to be received is equal to or greater
than the FMV of interests in ELHF, AHS and EMPR pre-transaction.
The result of our fairness analysis is summarised below.
Table 30: Fairness summary
Low Capital Raise
FMV of the interests pre-transaction
FMV of the Transaction Consideration
Fairness - Low Capital Raise scenario

$m
111.5
113.1
1.5

High Capital Raise
FMV of the interests pre-transaction
FMV of the Transaction Consideration
Fairness - High Capital Raise scenario

$m
111.5
114.7
3.2

Source: BDOCF analysis

Figure 4: Fairness assessment

FMV of the Transaction Consideration ($m)

FMV of the interests pre-transaction ($m)

$110.0

113.1

111.5

$111.0

114.7

111.5

$112.0

$113.0

$114.0

$115.0

Source: BDOCF analysis

As set out above, the FMV of the Transaction Consideration offered to the Securityholders is below the FMV of the
interests pre-transaction. Therefore, we have concluded that the Proposed Transaction is fair to Securityholders.
Our opinion is based on economic, market and other conditions prevailing at the date of this IER. Such conditions can
change significantly over relatively short periods of time. Changes in those conditions may result in any valuation or
other opinion becoming quickly outdated and in need of revision. We reserve the right to revise any valuation or other
opinion, in the light of material information existing at the valuation date that subsequently becomes known to us.
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10.

REASONABLENESS ASSESSMENT

In accordance with RG 111.60 an offer is reasonable if it is fair. On this basis, the Proposed Transaction is reasonable
to Securityholders.
We have set out below a summary of reasonableness factors we consider relevant in assisting the Securityholders in
deciding whether or not to vote in favour of the Proposed Transaction.
Table 31: Summary of factors considered in the reasonableness assessment
Advantages
The Proposed
Transaction is fair

Our analysis concludes that the Proposed Transaction is fair to Securityholders. RG 111 states that an
offer is reasonable if it is fair.

The formation of a
single hotel and
accommodation
investment vehicle

The Proposed Transaction will enable the combination of ENN’s 14 Australian hotels into one investment
vehicle. EHAF may provide ENN with a platform for greater operational control to maximise performance
and growth opportunities, improve access to capital, and provide a pathway to a potential ASX listing
or future trade sale of the portfolio of hotels.

Successful capital raise

The Capital Raise has been successful with circa $75m in commitments received up to August 2021.
Capital has been raised from investors who have not invested in ENN funds previous, potentially
increasing ENN’s sources of capital in the future.

Reduction in gearing
levels

The Proposed Transaction will enable ENN to undertake capital management initiatives and reduce the
gearing of ENN’s hotel investments.

Diversification of risk

ENN securityholders currently hold a 100% interest in the 4 hotels of ELHF and AHS. Post transaction,
the interest held will be reduced to between 36% and 49% across the portfolio of 14 hotels. This
diversifies ENN’s investments and reduces ENN’s exposure to the assets in ELHF and AHS.

Release of ENN capital

The syndication of ENN’s hotel investments will free up immediate cash flow to ENN for other investment
opportunities and potential distributions to Securityholders.

Disadvantages
The Distribution
Guarantee

As part of the Proposed Transaction, ENN will guarantee that the income distribution per security
payable by EHAF to investors for the period from the allotment date to 30 June 2022 is a minimum of
8% p.a. on the issue price.
There is uncertainty as to the trading performance of the assets over this time period. Lockdowns and
restrictions are a key factor behind this uncertainty. On the basis of independent property valuer
forecasts for the 14 hotels and continued uncertainty around the impact of COVID-19, it is likely that a
top-up payment will be required.

Other considerations
ENN securityholders’
investment profile may
change as a result of
the Proposed
Transaction

Whilst ENN securityholders will continue to hold between 36.4% and 49.0% interest in the 14 hotels posttransaction, the longer term strategy may be to reduce ENN’s investment to approximately 15%. The
introduction of new initiatives in EHAF and new capital partners may expose Securityholders to a
different risk profile if the Proposed Transaction is approved.
As a result of the above, ENN securityholders may not wish to be exposed to the adjusted risk profile of
the enlarged hotel fund following the Proposed Transaction.

Future of ELHF and
AHS if the Proposed
Transaction is rejected

The syndication of ELHF to third party investors has been an articulated strategy of ENN since the
establishment of ELHF in November 2019. If the Proposed Transaction is rejected by Shareholders, ENN
may continue to investigate alternatives to sell down ENN’s hotel co-investments.

Source: BDOCF analysis

Based on the above analysis, we consider the Proposed Transaction to be reasonable to Securityholders.
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11.

RG 76 ARM’S LENGTH ASSESSMENT

As detailed at Section 5 of this Report,
f

EFML has a Conflicts of Interests Policy which governs the operations of its business activities as a Responsible
Entity of registered schemes and as a trustee of wholesale funds.

f

To manage the EHAF Reorganisation, EFML established two sub-committees of its Board (one for the EMPR Board,
the other representing the ENN Board), each composed of different non-executive and independent directors.

f

One sub-committee has negotiated and settled the terms of sale for ENN on the sell-side of the Proposed
Transaction. A second sub-committee has negotiated and settled the term of sale for EMPR on the buy-side.

f

Each sub-committee has been supported by independent legal and financial advisors.

f

BDOCF was engaged by EFML on behalf of ENN securityholders to prepare this IER.

f

Three independent property valuers including CBRE, Knight Frank and Opteon were engaged and instructed by
ENN’s Hotels Tourism & Leisure team on behalf of EFML for mortgage and financial reporting purposes, independent
of the Proposed Transaction.

f

The sub-committees reviewed the draft independent valuations of the acquired hotels and no changes were made
to the valuations as a result of their review.

f

The consideration payable by EMPR for the acquired hotels has been determined with reference to the independent
valuations.

11.1. Analysis of the Proposed Transaction and whether it is on arm’s length terms
The key considerations in our arm’s length assessment are summarised in the following table.
Table 32: Summary of key considerations in the arm’s length assessment
Key considerations
How the terms of the
overall transaction
compare with those of
any comparable
transactions on an
arm’s length basis

The acquisition price payable by EMPR has been determined based on independent property valuations
prepared by CBRE, Knight Frank and Opteon; property consultants and valuers with the appropriate skills
and experience to prepare the valuations.
The full valuation reports include analysis of transactions and metrics from comparable transactions.
These comparable transactions have provided valuation metrics that have been adopted in the valuation
methodologies adopted by CBRE, Knight Frank and Opteon.
The acquisition price has been based on the property valuations which consider comparable transactions
that were on an arm’s length basis.

The nature and
content of the
bargaining process

To manage the Proposed Transaction, two sub-committees were established (one for the EMPR Board,
the other representing the ENN Board), each comprised of different non-executive and independent
directors.
One sub-committee negotiated and settled the terms of sale for ENN on the sell-side of the Proposed
Transaction. A second sub-committee negotiated and settled the term of sale for EMPR on the buy-side.
Each sub-committee has been supported by independent legal and financial advisors where required.
BDOCF was engaged by the sub-committee acting for ENN.
The acquisition price has been based on valuations prepared by CBRE, Knight Frank and Opteon.
There has been no active bargaining between the two sub-committees to determine the consideration
payable by the Syndicates. We note that if the acquisition price had differed to the independent
property valuations as a result of negotiations, this could indicate that one of the sub committees had
greater influence and the renegotiated terms may not have been on arm’s length terms.

The impact of the
transaction on the
company

As a result of the Proposed Transaction:
f

all 14 hotels owned and managed by ENN will be operated within one unique, purely hotel dedicated
fund;

f

EHAF will receive sufficient funding to repay a portion of debt and reduce gearing levels; and

f

ENN will release capital to invest in further growth opportunities for ENN investors.

This report does not opine on the merits of the EHAF Reorganisation.
Any other options
available to the entity

ENN could continue to hold the hotels under the current EMPR, ELHF and AHS structure, and maintain its
current strategy.
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Table 32: Summary of key considerations in the arm’s length assessment (cont’d)
Key considerations (cont’d)
Any expert advice
Each of the sub-committees have engaged separate financial and legal advisors.
received by the entity
EFML engaged BDOCF to prepare this IER on behalf of ENN securityholders.
We note that BDOCF has not been involved in structuring or negotiating the Proposed Transaction nor
the EHAF Reorganisation. EFML received a draft of this report. The terms of the Proposed Transaction
were not amended after EFML received the draft report.
Source: BDOCF analysis

11.2. Conclusion as to whether the Proposed Transaction is on arm’s length terms
We consider the Proposed Transaction to be on arm’s length terms. In reaching this conclusion we have considered the
following:
f

ENN and EMPR were represented by two separate sub-committees with access to their own legal and financial
advisors;

f

The FMV of ENN interests to be disposed and Transaction Consideration payable have been based on independent
valuations prepared by external property valuers including CBRE, Knight Frank and Opteon. These valuations
consider valuation metrics from arm’s length transactions for similar assets to the acquired hotels; and

f

We have concluded that the transaction is “Fair”.

12.

OVERALL OPINION

We have considered the terms of the Proposed Transaction, as outlined in this Report, and have concluded that it is fair
and reasonable to the Securityholders, as the FMV of the Transaction Consideration offered to the Securityholders is
greater than than the FMV of the Securityholders’ interests in EHLF, AHS and EMPR pre-transaction. We consider the
Proposed Transaction to be on arm’s length terms for the purposes of RG76.
In a draft report released to Management on 13 August 2021, our report concluded that the Proposed Transaction was
“not fair but reasonable”. We have updated our fairness assessment to incorporate clarifying information provided by
Management regarding additional fees to be received by ENN in connection with the Proposed Transaction. As a result
of the revised analysis, our opinion has changed in this report to “fair and reasonable”.
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13.

QUALIFICATIONS, DECLARATIONS AND CONSENTS

13.1. Qualifications
BDOCF is the licensed corporate finance arm of BDO Group Holdings Limited, Chartered Accountants and Business
Advisers. BDOCF provides advice in relation to all aspects of valuations and has extensive experience in the valuation
of corporate entities and provision of expert’s reports.
Mr David McCourt, B.Bus, CA, is a director of BDOCF. Mr McCourt is also a partner of BDO Group Holdings Limited. Mr
McCourt has been responsible for the preparation of this IER.
Mr McCourt has over 20 years of experience in a number of specialist corporate advisory activities including company
valuations, financial modelling, preparation and review of business feasibility studies, accounting, advising on mergers
and acquisitions and advising on independent expert reports. Accordingly, Mr McCourt is considered to have the
appropriate experience and professional qualifications to provide the advice offered.
Mr Sebastian Stevens, B.Bus, CPA is a Director of BDOCF. Mr Stevens is also a partner of BDO Group Holdings Limited.
Mr Stevens is the Director responsible for the review of this IER. Mr Stevens has over 25 years of experience in a
number of specialist corporate advisory activities including company valuations advising on independent expert
reports, due diligence investigations, preparation and review of business feasibility studies, public company floats,
accounting, advising on mergers and acquisitions, preparation of information memoranda and other corporate
investigations. Accordingly, Mr Stevens is considered to have the appropriate experience and professional
qualifications to provide the advice offered.
13.2. Independence
BDOCF is not aware of any matter or circumstance that would preclude it from preparing this IER on the grounds of
independence either under regulatory or professional requirements. In particular, we have had regard to the
provisions of applicable pronouncements and other guidance statements relating to professional independence issued
by Australian professional accounting bodies and ASIC.
BDOCF considers itself to be independent in terms of RG 112 independence of experts, issued by ASIC.
BDOCF was not involved in advising on, negotiating, setting, or otherwise acting in any capacity for EFML in relation to
the Proposed Transaction. Further, BDOCF has not held and, at the date of this IER, does not hold any shareholding in,
or other relationship with EFML that could be regarded as capable of affecting its ability to provide an unbiased
opinion in relation to the Proposed Transaction.
BDOCF will receive a fee of up to $55,000 plus Goods and Services Tax for the preparation of this IER. BDOCF will not
receive any fee contingent upon the outcome of the Proposed Transaction, and accordingly, does not have any
pecuniary or other interests that could reasonably be regarded as being capable of affecting its ability to give an
unbiased opinion in relation to the Proposed Transaction.
A draft of this IER was provided to the Directors and their advisors for review of factual accuracy. Certain changes
were made to the IER as a result of the circulation of the draft IER.
In a draft report released to Management on 13 August 2021, our report concluded that the Proposed Transaction was
“not fair but reasonable”. We have updated our fairness assessment to incorporate clarifying information provided by
Management regarding additional fees to be received by ENN in connection with the Proposed Transaction. As a result
of the revised analysis, our opinion has changed in this report to “fair and reasonable”.
13.3. Disclaimer
This IER has been prepared at the request of the Directors and was not prepared for any purpose other than that
stated in this IER. This IER has been prepared for the sole benefit of the Directors and the Securityholders.
Accordingly, this IER and the information contained herein may not be relied upon by anyone other than the Directors
and the Securityholders without the written consent of BDOCF. BDOCF accepts no responsibility to any person other
than the Directors and the Securityholders in relation to this IER.
The statements and opinions contained in this IER are given in good faith and are based upon BDOCF’s consideration
and assessment of information provided by the Directors, executives and Management of the Company.
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APPENDIX 1: GLOSSARY
Term

Definition

AFCA

Australian Financial Complaints Authority

AFSL

Australian financial services licence

APES 225

Accounting Professional & Ethical Standards Board Limited issued professional standard
APES 225 on valuation services

APESB
ASIC
ASX
BDOCF, we, our or us
Capital Raise

Accounting Professional & Ethical Standards Board Limited
Australian Securities & Investments Commission
Australian Securities Exchange
BDO Corporate Finance (East Coast) Pty Ltd (ABN 70 050 038 170)
The $68.6m to $92.7m capital raise undertaken for EHAF by way of a pro-rata entitlement
offer to EMPR investors and an offer to new wholesale and sophisticated investors to the
extent of any shortfall.
CBRE Valuations Pty Limited
Corporations Act 2001
Discounted cash flow method
Directors of EFML and EIL
Elanor Funds Management Limited
Elanor Hotel Accommodation Fund
The disposal of 100$ of ENN’s interests in AHS to EMPR, disposal of part of ENN’s interest
in ELHF to EMPR investors, and a stapling of the securities of EMPR and ELHF (including
those held by ENN).
Elanor Investment Fund
Elanor Investors Limited
Elanor Luxury Hotel Fund
Elanor Metro and Prime Regional Hotel Fund
Elanor Investors Group, comprising EIF and EIL
Fair market value
Financial Services Guide
Capital Raise of $92.7m
Knight Frank Valuation & Advisory
Australian Financial Services Licence No: 247420
Capital Raise of $68.6m
ASX Listing Rule 10 paragraph 1
Management of ENN
Opteon Property Group Pty Ltd
The EHAF Reorganisation and Capital Raise
Independent expert’s report
Royal Institution of Chartered Surveyors
ASIC Regulatory Guide 111 Related party transactions
ASIC Regulatory Guide 111 Content of expert reports
ASIC Regulatory Guide 112 Independence of experts
Section 208 of the Corporations Act (Cth) (as modified by section 601LC of the
Corporations Act (Cth))
Securityholders of Elanor Investors Group
One of the leading international property advisory companies engaged by BDOCF to
perform a review of the market valuations performed by CBRE, Knight Frank and Opteon
and relied upon by Management.
In accordance with the RICS, the Third Party Independent Valuer requires that their name
remain undisclosed.
Draft Notice of Meeting and Explanatory Memorandum dated on or about 20 August 2021
Weighted average lease expiry

CBRE
Corporations Act
DCF
Directors
EFML or Company
EHAF
EHAF Reorganisation

EIF
EIL
ELHF
EMPR
ENN
FMV
FSG
High Capital Raise
Knight Frank
Licence
Low Capital Raise
LR 10.1
Management
Opteon
Proposed Transaction
Report or IER
RICS
RG 76
RG 111
RG 112
s208
Securityholders
Third Party Independent Valuer

Transaction Document
WALE
Source: BDOCF
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APPENDIX 2: SOURCES OF INFORMATION
In preparing this IER, we had access to and relied upon the following principal sources of information:
f

Draft Notice of Meeting and Explanatory Memorandum dated on or about 20 August 2021

f

Elanor Luxury Hotel Fund 2020 Financial Statements

f

Albany Hotel Syndicate 2021 Management Accounts

f

Elanor Metro and Prime Regional Hotel Fund 2020 Financial Statements

f

The valuation reports relating to the hotels within the EMPR portfolio as adopted in ENN’s financial accounts

f

Opteon Valuation Report for Ibis Styles Albany as at 28 June 2021

f

CBRE Valuation Report for Mayfair Hotel Adelaide issued 30 July 2021

f

Knight Frank Valuation Report for Peppers Cradle Mountain Lodge issued 9 August 2021

f

CBRE Valuation Report for Adabco Boutique Hotel issued 5 August 2021

f

Peer review reports provided by the Third Party Independent Valuer

f

Core Property Unlisted Property Fund Report – Elanor hotel Accommodation Fund dated June 2021

f

Baker McKenzie EHAF Stamp Duty Opinion Letter dated 23 July 2021

f

Elanor Hotel Accommodation Fund Information Memorandum dated 1 June 2021

f

Discussions with the Management of EFML

f

Information sourced from Capital IQ

f

ASIC guidance notes and regulatory guides as applicable

f

Announcements sourced from ASX

f

Other generally available public information
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APPENDIX 3: VALUATION METHODS – BUSINESS AND ASSETS
In conducting our assessment of the fair market value, the following commonly used business valuation methods have
been considered:
Discounted Cash Flow Method
The discounted cash flow (DCF) method is based on the premise that the value of a business or any asset is
represented by the present value of its future cash flows. It requires two essential elements:
f

the forecast of future cash flows of the business asset for a number of years (usually five to 10 years); and

f

the discount rate that reflects the riskiness of those cash flows used to discount the forecast cash flows back to net
present value (NPV).

DCF is appropriate where:
f

the businesses’ earnings are capable of being forecast for a reasonable period (preferably 5 to 10 years) with
reasonable accuracy;

f

earnings or cash flows are expected to fluctuate significantly from year to year;

f

the business or asset has a finite life;

f

the business is in a 'start up' or in early stages of development;

f

the business has irregular capital expenditure requirements;

f

the business involves infrastructure projects with major capital expenditure requirements; or

f

the business is currently making losses but is expected to recover.

Capitalisation of Earnings Method
This method involves the capitalisation of normalised earnings by an appropriate multiple. Normalised earnings are
the assessed sustainable profits that can be derived by the vendor’s business and exclude any one off profits or losses.
An appropriate earnings multiple is assessed by reference to market evidence as to the earnings multiples of
comparable companies.
This method is suitable for the valuation of businesses with indefinite trading lives and where earnings are relatively
stable or a reliable trend in earnings is evident.
Net Asset Value Methods
Asset based valuations involve the determination of the fair market value of a business based on the net realisable
value of the assets used in the business.
Valuation of net realisable assets involves:
f

separating the business or entity into components which can be readily sold, such as individual business securities
or collection of individual items of plant and equipment and other net assets; and

f

ascribing a value to each based on the net amount that could be obtained for this asset if sold.

The net realisable value of the assets can be determined on the basis of:
f

orderly realisation (NRV): this method estimates fair market value by determining the net assets of the underlying
business including an allowance for the reasonable costs of carrying out the sale of assets, taxation charges and the
time value of money assuming the business is wound up in an orderly manner. This is not a valuation on the basis of
a forced sale where the assets might be sold at values materially different from their fair market value;

f

liquidation: this is a valuation on the basis of a forced sale where the assets might be sold at values materially
different from their fair market value; or

f

continuing operations (NAV): this is a valuation of the net assets on the basis that the operations of the business
will continue. It estimates the market value of the net assets but does not take into account any realisation costs.
This method is often considered appropriate for the valuation of an investment or property holding entity.
Adjustments may need to be made to the book value of assets and liabilities to reflect their value based on the
continuation of operations.

The net realisable value of a trading entity’s assets will generally provide the lowest possible value for the business.
The difference between the value of the entity’s identifiable net assets (including identifiable intangibles) and the
value obtained by capitalising earnings is attributable to goodwill.
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The net realisable value of assets is relevant where an entity is making sustained losses or profits but at a level less
than the required rate of return, where it is close to liquidation, where it is a holding entity, or where all its assets
are liquid. It is also relevant to businesses which are being segmented and divested and to value assets that are
surplus to the core operating business. The net realisable assets methodology is also used as a check for the value
derived using other methods.
These approaches ignore the possibility that the entity’s value could exceed the realisable value of its assets.
Quoted Market Prices
The price that an entity’s security trades on an exchange can be an appropriate basis for valuation where:
f

the security trades in an efficient market place where ‘willing’ buyers and sellers readily trade the entity’s
security; and

f

the market for the entity’s security is active and liquid.

Other Valuation Considerations
Future events
The businesses of EMPR, ELHF, and AHS to be considered in this valuation is that which exists as at the current date.
Future growth which arises from the commercialisation of the prospective resources has been considered in this
valuation through our consideration of the fair market value of the tenements.
Other growth potentials, which may result from new activities, business initiatives, acquisitions and the like (which are
not capable of estimation), is not within the scope of this valuation.
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APPENDIX 4: PROPERTY VALUATION – MAYFAIR HOTEL ADELAIDE
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APPENDIX 5: PROPERTY VALUATION – PEPPERS CRADLE MOUNTAIN LODGE
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APPENDIX 6: PROPERTY VALUATION – ADABCO BOUTIQUE HOTEL ADELAIDE
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APPENDIX 7: PROPERTY VALUATION – IBIS STYLES ALBANY
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Glenn Willis
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Entity
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Share Registry
Computershare Investor Services Pty Limited
Level 3
60 Carrington Street
Sydney NSW 2000

Auditors
Price Waterhouse Coopers
One International Towers
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Website
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Elanor Investor Group | Notice of Meetings of Securityholders
404326000-v15\AP_DMS

1HHGDVVLVWDQFH"
Elanor Investors Group
*S00000112Q01*

Elanor Investors Limited ABN 33 169 308 187
Elanor Funds Management Limited ABN 39 125 903 031
AFS Licence 398196 as responsible entity of
Elanor Investment Fund ABN 35 797 969 657 ARSN 169 450 926
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