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Valuation Details 
Instructing Party 

Bonita Ho 

Planning and Investment Manager 

CK Life Sciences Int'l  Inc 

2 Dai Fu Street 

Tai Po Industrial Estate 

New Territories, Hong Kong 

 

Reliant Party(s) Regenal Investments Pty Limited as Nominee of CK Life 
Sciences Int’l  Inc 

Registered Proprietor Australia Executor Trustees (SA) Limited 

Purpose of Report Major Transaction Purposes 

Interest Valued Interest in estate fee simple on an encumbered basis 
subject to the existing lease 

Date of Valuation 31 December 2010 

Date of Inspection 7 December 2010 

Valuation – Date of Issue In accordance with your written instructions dated 
2 December 2010, our inspection of the subject property as 
at 7 December 2010 and the requested date of valuation as 
at 31 December 2010, we confirm that this valuation 
certificate has been provided as at 31 December 2010 
(Date of Valuation).  

We have assumed that there will be no change to the
property or the market between the date of issue and the 
date of valuation. Should we become aware of any relevant 
market information that may impact on the value of the 
property, up to and including 31 December 2010, we at our 
own discretion reserve the right to review and possibly 
amend the valuation analysis contained herein. 

Property Overview 
The subject property comprises a winery complex known as Hermitage Road 
Winery. 

Improvements include the main winery complex, with the Bluetongue Brewery 
and San Martino & Hermitage Function Centre situated to the southern elevation.  
Situated adjacent to the main winery building is a freestanding cellar door, with 
the property well landscaped. 

The cellar door is leased to The Hunter Resort Pty Ltd until 30 June 2021 with a 
passing rental of $39,816 per annum. The winery portion of the property is 
currently not leased and many of the items of plant appear to have been 
decommissioned.  

Formally the winery had an operating capacity of around 3,000 tonnes however a 
number of the tanks have been moved off site and significant works would be 
required to return it to a facility of this size. 

The bulk of the former winery buildings are considered to have limited storage 
value as the winery was largely constructed over two levels which restricts the 
warehousing ability of the sheds. 

The property is located at Pokolbin in the Hunter Valley of NSW, approximately 
75 kilometres north-west of the Newcastle Central Business District (CBD) and 
some 170 kilometres north of the Sydney CBD. 
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Land Area  40 hectares 

Building Area Restaurant / Function 713 m² 

Cellar Door/Tastings 257 m² 

Brewery/Cafe 135 m² 

Winery Building 2,693 m² 

Total 3,798 m² 

Local Government Area Singleton Council 

Zoning Rural 1(a) 

Major Issues 
• The events of early 2008 including the initial sub-prime fallout in the United States and subsequent Global Financial Crisis (GFC) created

uncertain times for both the equities and property markets in Australia which impacted to varying degrees upon a variety of market 
participants. The initial impact was focussed on the Listed Property Trust sector operating assets within the major commercial, industrial, 
retail and infrastructure sectors. While a degree of uncertainty still remains within these markets, the magnitude is notably less than that 
evident throughout 2008 and the majority of 2009. Improving levels of general market activity over recent times appears to have resulted in 
growing investor confidence, albeit shallower than that experienced prior to the GFC.  The rural property market has typically lagged the
experiences of the other major markets and traditionally has not displayed their volatility. However there have been some very substantial 
collapses within the managed investment scheme sector in particular that have dampened investor confidence. The very rapid tightening of
credit availability that resulted from the GFC remains an issue within the Australian rural property market with LVR requirements causing a 
general pull back in many regional markets.   

• In light of the improving levels of market activity evidenced in CBD and major regional real estate sales and leasing markets over more 
recent times, we note that investment returns for good quality assets with secure cash flows in many instances appear to have stabilised, 
and in some instances are showing signs of tightening. However, in contrast to this observation we note poorer quality assets and 
particularly those with considerable existing vacancy and / or short term major tenant expiry continue to be priced by the shallower market
on an opportunistic basis, and thereby remain at risk of a prolonged period of softer yields. The same can be said for rural property markets 
where although transactions are rarely measured or negotiated on a yield basis, quality land types have retained more demand and hence
tended to hold values ahead of less productive, secondary land types. 

• The subject property comprises a former winery that appeared to have been largely developed in the late 1960’s to early 1970’s which has 
been vacant since mid 2008. A number of the major items of plant and equipment are considered dated and require upgrading. 

• The property enjoys the benefit of an upgraded brewery and function centre and freestanding cellar door sales outlet. The Bluetongue
brewery and cellar door sales areas are leased until 30 June 2021 with a rental of $39,816 per annum. This rent is considered to be 
substantially under market rates and a significant impediment to the market value of the property. 

• The property is well located on Hermitage Road adjacent the Hunter Resort and within close proximity to other wineries and the Binnorie 
Dairy. 

• The property is contained in a single freehold title. 

• Winery waste water was disposed on site, with screened solids extracted and disposed off site. 

• It is our understanding that the winery has historically processed a total in the order of 6,000 tonnes of fruit in a single vintage, with the past
five year average at around 3,500 tonnes, when operational. 

• The winery improvements were leased to McGuigan Wines for a number of years however as at 30 June 2008 the winery was vacated by 
the tenant. 

• We are of the opinion the highest and best use for the winery buildings would be for a combination of bulk wine storage (in tanks) as well as
dry storage. It is our opinion the remainder of the plant and equipment should be sold at salvage value. 

• The cafe, restaurant and function buildings are considered to be a feature of the property and appear to have been upgraded in the past five
year period. 
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Key Assumptions  
• This valuation is made on the assumption that there are no actual or potential contamination issues. 

• The instructions and subsequent information supplied contain a full and frank disclosure of all information that is relevant. 

• There are no other encumbrances or notations except those shown on the Title or noted in this valuation report. 

• There are no easements, rights of way or encroachments except those shown on the Title or in the valuation. 

• There are no asbestos containing materials that require removal due to health concerns. 

• The property complies with the appropriate statutory, building and fire safety regulations, and there is no timber infestation, or other defect. 

• No significant capital expenditure is required for the subject property at the present time (other than as discussed elsewhere in this report). 

• We have assumed that all plant and equipment is in working order. 

• We have been provided with an extensive list of plant and equipment. We note that whilst we have checked off all of the larger items we 
have not sighted every single item contained on the list. For the purpose of this valuation we have assumed that all items would be available 
in the event of a sale. 

Valuation Criteria 
Initial Yield Reversionary Yield 

Capitalisation Rate 10.00% Capitalisation Rate 12.00% 

Rounded Value $1,500,000  Rounded Value $1,480,000  

 

Valuation Conclusions 
Adopted Value $1,500,000 

Passing Initial Yield 2.65% 

Equivalent Initial Yield 10.02% 

Equivalent Reversionary Yield 11.87% 

 

 
 
  



Hermitage Road Winery, 861 Hermitage Road, Pokolbin, NSW 
Executive Summary (continued) 

Valuation 
Market Value  Leased Basis 

$1,500,000 – GST Exclusive 

(ONE MILLION FIVE HUNDRED THOUSAND DOLLARS) 

Colliers International Consultancy and Valuation Pty Limited 

 
Angus Barrington-Case, AAPI 

Certified Practising Valuer   

B Bus Prop (Val), NSW Licence No 7259 

17 December 2010 (Date of Signing Report) 

 

 

 

 

This report has been verified by Alex Thamm National Director, Rural Agribusiness 

NOTE:  This Executive Summary must be read in conjunction with the attached report and the details contained therein. 
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1 INTRODUCTION 

1.1 INSTRUCTIONS 

We have received written instructions from Bonita Ho, CK Life Sciences Int’l., Inc, dated 2 December 2010, 
to determine the Market Value of Hermitage Road Winery, 861 Hermitage Road, Pokolbin, NSW on behalf of 
Regenal Investment Pty Limited in accordance with the Hong Kong Stock Exchange’s regulatory 
requirements to determine the current market value for major transaction purposes as at 31 December 2010. 
 
Our valuation has been prepared in accordance with the Australian Property Institute (API) Valuation 
Standard. 
 
We have assumed that the instructions and subsequent information supplied contain a full and frank 
disclosure of all information that is relevant.  Furthermore, we have prepared our valuation in accordance 
with our standard Terms of Business as previously provided to you and as appended at Appendix A. 
 
The authenticity of this report and valuation contained herein may be confirmed by telephoning the signatory 
or the Valuation Director at the issuing office. 
 
A copy of the Letter of Instruction is attached at Appendix B. 

1.2 INFORMATION SOURCES 

Our valuation conclusions have been reached after reviewing financial and tenancy information provided by 
Challenger Wine Trust.  The information reviewed and supplied includes, although is not limited to, the 
following: 
 

• Tenancy schedule, dated 2 December 2010; 

• Other relevant information. 
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1.3 BASIS AND PURPOSE OF VALUATION 

The subject property in our opinion is likely to be regarded as a leased investment. Consequently, in 
adopting this definition of value we are of the opinion that it is consistent with the definition of Market Value 
defined by International Valuation Standards Committee (IVSC) and endorsed by the Australian Property 
Institute (API). 
 
"Market Value” is the estimated amount for which an asset should exchange on the date of valuation 
between a willing buyer and a willing seller in an arms length transaction after proper marketing wherein the 
parties had each acted knowledgeably, prudently and without compulsion." 
 
This valuation report is provided by CICV and not by any other company in the Colliers International Group.  
The valuation report has been prepared major transaction purposes and should not be relied upon for any 
other purpose or by any person other than Regenal Investments Pty Limited.  CICV accepts no 
responsibility for any statements in this report other than for the stated purpose. This report is issued on the 
basis that no liability attaches to the companies in the Colliers International Group other than CICV in relation 
to any statements contained in the valuation report. 

1.4 PECUNIARY INTEREST 

We advise that the Valuer nominated within this report is authorised under the relevant laws of New South 
Wales to practice as a Valuer and has had in excess of five (5) years continuous experience in the valuation 
of similar property to the subject.  
 
Further, we confirm that the nominated Valuer does not have a pecuniary interest that could conflict with the 
proper valuation of the property, and we advise that this position will be maintained until the purpose for 
which this valuation is being obtained is completed.  

1.5 DATE OF VALUATION 

31 December 2010 based upon our inspection of 9 December 2010.  Due to possible changes in market 
forces and circumstances in relation to the subject property the report can only be regarded as representing 
our opinion of the value of the property as at the date of valuation, which has been based on appropriate 
assumptions determined as at the date of signing of report.   

1.6 VALUATION DATE OF ISSUE 

In accordance with your written instructions dated 2 December 2010, our inspection of the subject property 
as at 7 December and the requested date of valuation as at 31 December 2010, we confirm that in 
accordance with your instructions this final valuation report has been provided as at 31 December 2010 
(Date of Valuation). 
 
We have assumed that there will be no change to the property or the market between the date of issue and 
the date of valuation. Should we become aware of any relevant market information that may impact on the 
value of the property, up to and including 31 December 2010, we at our own discretion reserve the right to 
review and possibly amend the valuation analysis contained herein. 
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2 LOCATION 

The subject property is located on the corner of Hermitage Road and Mistletoe Lane in the Pokolbin vineyard 
area of the Hunter Valley region of NSW, approximately 10 kilometres north of Cessnock. 
 
Surrounding development primarily comprises vineyards and rural holdings, being opposite The Wine Resort 
and adjacent to the Hunter Resort.  The Wine Resort comprises 38 rooms, with the majority built in 1997, 
having The Mill Restaurant; a multi function 120 seat conference centre; Binnorie Dairy (cheese factory), and 
The Brokenback Bar added in 2001. 
 
The Hunter Valley wine-growing area has is the focus of a thriving and growing tourism industry.  In addition 
to the vineyards and wineries there are fine restaurants, motels, cabins, guest houses and galleries. While 
wine-related tourism has also created opportunities for other attractions, such as the historic Marthaville Arts 
and Crafts Centre, Wollombi Village, the Richmond Main Mining Museum and the Richmond Vale Railway. 
 
Pokolbin is located approximately 75 kilometres north east of the Newcastle Central Business District and 
some 170 kilometres north of the Sydney Central Business District. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 Source : 2010 © Google Maps 

 



 

Regenal Investments Pty Limited 
Hermitage Road Winery, 861 Hermitage Road, Pokolbin, NSW 
31 December 2010 6 
 

3 TITLE PARTICULARS 

3.1 TITLE REFERENCE 

Title Details 

Search Date 7 December 2010    

Local Government Area Singleton    

Parish Rothbury    

County Northumberland    

Legal Description Folio Registered Proprietor Area 

Lot 301 in Deposited Plan 877541 301/877541 Australian Executor Trustees (SA) Limited  40.00 

3.2 ENCUMBRANCES, EASEMENTS AND INTERESTS 

We highlight the following notations on Titles: 
 

1. Reservations and Conditions in the Crown Grant(s) 

2. BK 1272 No 272 Land excludes minerals 

3. P475499 Easement for irrigation and water supply purposes appurtenant to the part shown so benefited in the title diagram 
affecting the land shown in plan with P475499. 

4. P475500 Easement for irrigation and water supply purposes appurtenant to the part shown so benefited in the title diagram 
affecting the land shown in plan with P475500. 

5 DP609831 Easement for the water supply and effluent disposal 3 wide affecting to the part shown so burdened in the title diagram. 

6 DP609831 Easement for the water supply and effluent disposal 3 wide appurtenant to the part shown so burdened in the title 
diagram. 

7 V877332 Easement for water supply and pump site 3 wide affecting the part shown so burdened in the title diagram.  

8 V877333 Easement for the pipeline appurtenant to the part shown so benefited in the title diagram affecting the land shown 3 wide 
in DP637661. 

9 DP642701 Easement for the pipeline appurtenant to the part shown so benefited in the title diagram affecting the land shown 3 wide 
in DP637661. 

10 DP642701 Easement for water supple and effluent disposal 3 wide affecting the part shown so burdened in the title diagram.  

11 DP642701 Easement for water supply 1 wide affecting the part shown so burdened in the title diagram. 

12 DP645108 Restriction(s) on the use of the land affecting the part shown so burdened in the title diagram. 

13 I498407 Lease to the Hunter Resort Pty Limited of the Hunter Estate Winery, section 1 (restaurant) Pokolbin. Expires 30/7/2006. 

 I498409 Mortgage of lease to Barclays Bank Australia Limited. 

 7408134 Variation of lease I498407 
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14 I498408 Lease to the Hunter Resort Pty Limited of Winery, section 2 (sales facility) Pokolbin. Expires 30/6/2006 

 I498409 Mortgage of lease to Barclays Bank Australia Limited. 

 7408135 Variation of lease I498408 

15 DP857280 Right of carriageway 12 wide affecting the part shown so burdened in the title diagram. 

16 DP877541 Easement for the water supply 3.0 wide affecting the part shown so burdened in the title diagram. 

17 DP877541 Easement for the water supply 3 wide affecting the part(s) shown so burdened in the title diagram. 

18 DP877541 Easement to drain water 3 wide affecting the part(s) shown so burdened in the title diagram. 

19 DP877541 Easement to drain water 3 wide affecting the part(s) shown so burdened in the title diagram. 

20 DP877541 Easement for effluent disposal 10 wide affecting the part shown so burdened in the title diagram. 

21 DP877541 Easement for water supply, electricity supply and access thereto, 10 and variable width affecting the part shown so 
burdened in the title diagram. 

22 AF846634 Caveat by Energy Australia 

 
The Titles are subject to the usual reservations and conditions in favour of the Crown contained in the Crown 
Grant.  All Titles in New South Wales were originally Crown Grants and most were made subject to 
reservations of some or all minerals.  Therefore the Registered Proprietor obtains a freehold Title to the land 
although does not enjoy Title to minerals found in it.  We have not obtained a copy of the actual Crown 
Grants relating to the property and it is not usual to do so. 
 
We have assumed that there are no other encumbrances or notations except those shown on the Titles or 
noted in this valuation report.   
 
We also note that this valuation is conditioned upon the basis that the abovementioned encumbrances or 
easements on title(s) have no material affect on value, marketability or current development. 
 
We have assumed there are no easements, rights of way or encroachments except those shown on the 
Titles or in the valuation.   A full copy of the title searches is attached at Appendix C. 
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4 SITE PARTICULARS 

4.1 SITE DETAILS 

Dimensions and Area The subject property comprises an irregular shaped land holding with a south eastern frontage to
Mistletoe Lane of approximately 116.04 metres, and a western frontage to Hermitage Road of
approximately 400.03 metres and a total site area of approximately 40.0 hectares.  

We confirm that we have not independently checked these measurements onsite and have relied on the
diagrams contained within the Deposited Plan, which do not clearly identify all boundaries. 

Topography and Soils The property is of a gently undulating surface contour, rising slightly from Mistletoe Lane to the cellar
door then gradually falling to the north eastern corner of the property. 

Access Access to the site is available from Mistletoe Lane which runs along the site’s south eastern boundary. 
Secondary access is available from Hermitage Road which comprises the south western boundary of
the site. 

Internal access is facilitated by a number of gravel roadways, the majority of which are in good condition

Utilities We understand the property is connected to utility services including electricity, water, gas and 
telephone, and the improvements are connected to septic effluent systems. 

 

Tanks towards the northern boundary Winery Building at rear 

 

Entrance Blue Tongue Brewery 
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4.2 SITE IDENTIFICATION 

The site has been identified by reference to the Deposited Plan and extends east from Hermitage Road and 
North from Mistletoe Lane. 
 

 
 
 Source : 2010 © Google Maps 

 
In preparing this valuation we have not physically inspected all of the boundaries however we have perused 
aerial photpography and identified the boundaries with reference to the Deposited Plan. 
 
We are of the understanding that about one hectare of vines seen at the top of the above photo encroaches 
onto the subject land.  
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5 PLANNING CONTROLS 

5.1 ZONING 

Local Government Area Singleton Local Environment Plan 1996 

Zoning 1(a) Rural Zone 

Objectives 

a. To protect and conserve agricultural land and to encourage continuing viable and sustainable 
agricultural land use. 

b. To promote the protection and preservation of natural ecological systems and processes. 

c. To allow mining where environmental impacts do not exceed acceptable limits and the land is
satisfactorily rehabilitated after mining. 

d. To maintain the scenic amenity and landscape quality of the area. 

e. To provide for the proper and co-ordinated use of rivers and water catchment areas. 

f. To promote provision of roads that are compatible with the nature and intensity of development 
and the character of the area. 

Heritage Listing Our research indicates that the subject property is not heritage listed. 

Native Title Our research indicates that the subject property is not subject to any native title claim. 

 
We are unaware of any proposals to amend the current zoning from our discussions with council. 

5.2 PLANNING APPROVAL 

We have not sighted any planning permits or building permits in relation to the construction of the 
improvements, we assume that appropriate permission has been granted by the relevant statutory authority 
in relation to the existing improvements on site. 
 
A copy of the zoning guidelines is contained with Appendix D. 
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6 ENVIRONMENTAL ISSUES 

6.1 SITE CONTAMINATION 

A visual site inspection in consideration of the past land uses has not revealed any obvious pollution or 
contamination.   
 
The property has been used for winery and industrial purposes for many years.  During these activities, 
chemicals would have been used in the production of wine. In addition portion of the property comprises 
cleared agricultural land and a small vineyard is located adjacent the eastern boundary. Chemicals in the 
form of fertilisers and sprays would have been applied to the land and fuel and oils stored on the land.  
These activities could have given rise to low level contamination similar to that found in the district and 
reflected in the prices paid generally for land in the area. 
 
We are not aware of the fully details with regard to usage of the site prior to the current use, however, we 
have no cause to believe that the site has been contaminated.   
 
We advise that we are not experts in the detection or quantification of any environmental problems, and 
accordingly have not carried out a detailed environmental investigation. 
 
Therefore, this valuation is made on the assumption that there are no actual or potential contamination 
issues affecting: 
 
i) the value or marketability of the property; 
ii) the site. 
 
Verification that the property is free from contamination and has not been affected by pollutants of any kind 
should be obtained from a suitably qualified environmental professional.  Should subsequent investigation 
say that the site is contaminated, this valuation will require revision. 
 
At the time of inspection there were no signs of visible site contamination. We are unaware of any past or 
proposed use of the land that could create potential liabilities under the environmental use protection 
legislation. 
 
We have not been provided with an environmental audit report of this site. 

6.2 BUILDING MATERIALS 

We have not sighted any form of Asbestos Register in relation to the subject property.  
 
Our site inspection did not reveal any obvious signs of asbestos products, however we cannot certify the site 
free of contamination. 
 
We recommend that if the parties whom wish to rely on this report have any concerns in relation to potential 
asbestos contamination, they should request the owner to commission a survey and to prepare an Asbestos 
register. 
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Should such a survey detect installed asbestos products, we recommend that the details of that survey be 
provided to us in order that we may consider any potential implications to our assessment and effect 
amendment to our report, should that be necessary. 
 
 
 

7 PROPERTY OVERVIEW 

The property was largely developed by Mr Brian McGuigan in the late 1960’s early 1970’s and on sold to 
Challenger Wine Trust under a lease back arrangement a number of years ago. The property is well located 
within the Lower Hunter Valley region and enjoys good exposure to Hermitage Road a main tourist route of 
the regeion. Furthermore, we consider the brewery/cellar door development and tenant to complement the 
existing facilities being of a high standard that is likely to draw good patronage from both local and tourist 
trade.  
 
Overall the winery facility is considered to be largely decommissioned and would require considerable 
upgrades to the plant and equipment. We are of the opinion after discussions with the former winery 
operators that the recievals area is too small for a winery of this size. As a consequence in peak periods 
bottle necks can occur. In addition we have been advised that the pressing and fermentation equipment is 
considered dated and requires upgrading as with a number of tanks that appear to be past their normal 
useful life. We should qualify in terms of layout that whilst our opinion of the winery layout has been 
expressed, we are not experts in winery design. In addition we are not experts in plant and equipment, 
however from our experience we believe that the plant viewed at inspection appeared dated and would 
benefit from a level of upgrade.  
 
The cafe, brewery and functions facilities all appear to be well maintained, with the brewery and cafe having 
been upgraded in the past five year period. In addition a large landscaped and grassed area is situated 
between the carpark and hospitality facilities and provide an attractive outdoor setting. 
 
We estimate that there is approximately 25 hectares of largely disused arable agricultural land located to the 
north east of the winery which is improved with a large dam. This land is currently underutilised however 
could be planted to vines in the future.  
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8 IMPROVEMENTS 

8.1 GENERAL COMMENTS 

The subject property comprises a functional winery facility, incorporating a restaurant and cellar door outlet: 
 
Main Winery Complex 

 

 

 

 

A single storey building comprising the Bluetongue Brewery, San Martino and Hermitage 
Function Centre, together with associated warehouse areas. 

The Bluetongue Brewery has a bar and clientele area with an office and associated outdoor
areas. The San Martino and Hermitage Function Centre incorporates a restaurant, function 
rooms and winemakers room with associated bar, kitchen and bathroom facilities. 

The improvements are located toward the south-western boundary of the property with
construction comprising the following elements: 

Sub Floor: Reinforced Concrete: 

Floor: Reinforced concrete having suspended timber flooring to the upper 
level known as the Riedel Room. 

Elevations: The restaurant and brewery has brick walls with extensive glazed 
sections, whilst the winery storage are has a mix of styrene panel and 
metal clad external walls. 

Roof: Metal cladding on a pitched steel frame (incorporating insulation). 

Internal Finishes: 

Restaurant & Function Area (848 sqm) 

Tiled floor finishes to the foyer, Hermitage Room, Brewery Bar and amenities, with a brick
paved floor to the San Martino Restaurant and carpet floor coverings to the Riedel Room. 

Internal walls are predominantly brick having floor to ceiling tiles to the kitchen wet areas and
timber panels to the Riedel Room. Ceilings are fixed plasterboard having raked timber to the 
Brewery Bar and Hermitage Room, incorporating fluorescent and halogen lighting. 

The kitchen has a stainless steel and galvanised iron fume extraction, while the building is
serviced with a mixture of ducted air conditioning and wall mounted split systems. 

Winery Building (3,441 sqm) 

Generally epoxy coated reinforced concrete incorporating drainage, having asbestos clad or
styrene panel insulated internal walls, being serviced with mercury vapour lighting. 

Cellar Door Building (257 sqm) 

Located to the eastern side of the main winery complex having an area of about 257 square
metres with construction comprising of the following elements: 

Sub floor: Concrete 

Floor: Concrete 

Frame: Steel 

Elevations: Insulated Panel 

Roof: Insulated Panel 

Internal Finishes: Polished concrete with timber panel external walls and raked ceiling. 
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8.2 SITE IMPROVEMENTS 

Site improvements include mixed bitumen and gravel driveways and building surrounds, including customer 
car parking areas. The property is well landscaped to the front elevation with paved and grassed outdoor 
areas, a feature pond and timber walkway. 
 
The property includes approximately 3 hectares (7.50 acres) under vine, although we are advised the vines 
are not utilised for production and provide aesthetic appeal only. 

8.3 BUILDING CONDITION AND UTILITY 

The winery and restaurant/function centre was originally constructed circa 1973 and is generally in fair 
condition providing functional accommodation.  The brewery bar was added circa 2002 and is well presented 
and in good condition throughout.  The cellar door was constructed in 1986 and is also in good condition. 
 
We are not aware of any notices currently issued against the property and we have made no enquiries in this 
regard. Expert opinion has not been sought in respect to the building structure or the plant and equipment, 
however our limited enquiries have not revealed any major defects.  
 
We have assumed that the property complies with the appropriate statutory, building and fire safety 
regulations. 
 
We have also assumed that there is no timber infestation, damaged asbestos requiring replacement or other 
defect and have made no investigations for them nor have we undertaken a structural survey or tested the 
building services. 
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9 TENANCY DETAILS 

9.1 TENANCY INFORMATION 

A summary of the lease is as follows:  
 
Restaurant & Cellar Door 

Status Registered 

Tenant The Hunter Resort Pty Limited 

Gross Lettable Area Restaurant: 848 square metres 

Cellar Door: 257 square metres 

Commencement Date 31 July 1991 

Term 30 years 

Expiry 30 June 2021 

Further Term Nil 

Passing Rental $39,816 per annum GST Exclusive 

Reviews Annual CPI increases 

Outgoings Payable by lessee 

GST Payable by lessee 

Comment Rental is paid quarterly in arrears. 

We have been advised that since portion of the winery was closed the building has been leased casually 
for rates ranging from $38 per square metre up to $44 per square metre. 

9.2 LEASE EXPIRY PROFILE AND WEIGHTED LEASE DURATION 

Average Lease Duration 10.58 years 

Weighted Lease Duration - Area 2.57 Years 

Weighted Lease Duration – by Income 3.07 years 

9.3 PENDING RENTAL REVIEWS 

We note that the next rental review is due on 1 July 2011.  
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9.4 GOODS AND SERVICES TAX (GST) 

We note that the property would be considered a Going Concern under the Australian Taxation Office Ruling 
GSTR 2002/5, and as such would not attract GST on the sale price.  In this regard we further advise that this 
valuation is a GST exclusive market valuation, on the basis that the property would be sold as a Going 
Concern. 
 
This valuation is based on the assumption that any GST levied or imposed on or in respect of any supply 
made under or in accordance with both the current and future leases, that the amounts payable for that 
supply will be increased by the amount of GST so levied or imposed.  If this assumption is found to be 
incorrect, or if the party on whose instruction this valuation is provided wishes our valuation to be based on a 
different assumption, then this valuation should be referred back to the Valuer for comment and in 
appropriate cases, amendment. 
 
Even where a lease appears to address the issue of GST, the Valuer expresses no view as to whether the 
provisions of the lease entitle the lessor to pass on the GST to the lessee, as to do so would require the 
Valuer to express a legal expert opinion.  The Valuer recommends that before relying on the valuation the 
parties should undertake a legal audit of all contracts affecting the property including lease documentation 
and to check the results against the assumptions made within the valuation report. 
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10 WINERY OPERATIONS 

The key elements of the winery operation are summarised as follows: 
 
Grape Receivals 

There is one main grape receivable bin with an auger feeding fruit to the 
crusher/de-stemmer. This area appears functional however small for a 
facility of this capacity and consequently in peak periods delays may well 
occur at this point. 
 

Crushing 

Crushing plant comprises a mobile unit that is located beneath the 
receivable bin.  Crushed must is pumped to the presses or fermentation 
tanks. We are advised that the property has an annual crushing capacity of 
approximately 35 tonnes per hour. This plant appears adequate but dated 
for the current operation. 
 

Fermentation 

The property has a current dedicated fermentation capacity of 
approximately 288,000 litres with a combination of potter and rotary 
fermenters, ranging in capacity from 16,000 to 32,000 litres. Additionally 
there are a number of tanks that are utilised for both fermentation and 
storage. We have been advised that the rotary fermenters were among the 
first ever made and consequently are approaching their used by dates. 
Similarly the potter fermenters are considered dated by today’s standards. 
 

Stainless Steel Storage 

The property as presently developed has an advised additional stainless 
steel storage capacity of approximately 7,843,450 litres. It was noted at the 
date of inspection that a number of the tanks were in poor to very poor 
condition. Our observations and subsequent discussions with the current 
operators disclosed a number of tanks with rusted legs, faulty dimple 
plates, out dated insulation that included cork, caved in or dented tanks as 
a result of both wind damage and poor operation. 
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Refrigeration 

The current system offers about 1,000kw of refrigeration capacity and is considered to be dated however has 
been well maintained and according to the current operator is sufficient for the current needs of the facility. It 
is our understanding that the compressors have been replaced within the last few years and all are regularly 
maintained. 

Waste Water Treatment 

The winery waste water is treated on the site and is described as follows. 
 
Waste water from throughout the winery drains to a single settling tanks where large solids settle.  The liquid 
waste water is then pumped through a rotary screen filter with solids collected in a bunded concrete bay for 
disposal off site. The liquid waste is ph adjusted and in turn pumped to a large evaporation dam where it can 
additionally be utilised for irrigation requirements.  
 
Discussions with representatives of the Singleton Shire Council have indicated that to the best of their 
knowledge all approvals in relation to waste water treatment are current and the registered proprietors have 
all the required approvals in place for the current operations of the property. 
 
It must be noted that we have not sighted any copies of the approvals and therefore we reserve the right to 
amend this assessment should any onerous conditions be placed on the proprietors or if it is found that the 
proprietors are in breach of any conditions. 
 
We have been advised by the current winery operator that while this system works it is in need of an upgrade 
and this is one of the key areas identified by the registered proprietor for future upgrade. We have assumed 
for the purpose of this valuation that this system has been upgraded and to be in good working order. 
 



 

Regenal Investments Pty Limited 
Hermitage Road Winery, 861 Hermitage Road, Pokolbin, NSW 
31 December 2010 19 
 

4.75%
5.21%

0%

1%

2%

3%

4%

5%

6%

7%

8%

N
ov

-9
8

M
ay

-9
9

N
ov

-9
9

M
ay

-0
0

N
ov

-0
0

M
ay

-0
1

N
ov

-0
1

M
ay

-0
2

N
ov

-0
2

M
ay

-0
3

N
ov

-0
3

M
ay

-0
4

N
ov

-0
4

M
ay

-0
5

N
ov

-0
5

M
ay

-0
6

N
ov

-0
6

M
ay

-0
7

N
ov

-0
7

M
ay

-0
8

N
ov

-0
8

M
ay

-0
9

N
ov

-0
9

M
ay

-1
0

N
ov

-1
0

C
as

h 
R

at
e 

(%
)

Reserve Bank of Australia Official Cash Rate

Cash rate 10 Year Average

Source: RBA / Colliers International Research

11 PRODUCTION 

As previously discussed the winery facility has largely been decommissioned and requires a level of 
maintenance and upgrade to return it to a self contained 3,000 tonne facility. 
 
 
 

12 PLANT AND EQUIPMENT 

We have been provided with a schedule of the major items of plant and equipment. It must be noted that 
whilst we have inspected the big ticket items we have not identified every item on the list provided. For the 
purpose of this assessment we have assumed that all items listed are on site and in the event of sale would 
be included. We additionally note that we have not tested items of plant and equipment however have 
assumed that they are in working order. In the event that either of these assumptions are proved to be 
incorrect we reserve the right to review and amend our report accordingly. 
 
We have assessed the value of the various items of plant and equipment at a value of $475,000. 
 
A detailed schedule is contained at Appendix E. 
 
 
 

13 MARKET COMMENTARY 

13.1 ECONOMIC OVERVIEW 

Cash Rate Increases 

In a surprise move, the Reserve Bank of 
Australia (RBA) decided to increase the official 
cash rate by 25 basis points to 4.75% during 
their monthly board meeting in November 
2010. The majority of economists had expected 
the RBA to maintain the cash rate at 4.50% 
due to the inflation rate being kept within the 
RBA’s target range of 2% to 3%. The RBA’s 
decision was based on the view that the global 
economy grew faster than trend over the year 
to mid 2010. From its November statement the 
RBA says, “The turmoil in financial markets 
earlier in the year has abated, though 
sentiment remains fragile.the economy is now 
subject to a large expansionary shock from the high terms of trade and has relatively modest amounts of 
spare capacity. Looking ahead, notwithstanding recent good results on inflation, the risk of inflation rising 
again over the medium term remains”. 
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Inflation Remains Low 

Australia’s CPI was 0.7% over the September 
quarter to yield an annual increase of 2.8%, just 
below the upper limit of the RBA’s target range. 
The average RBA underlying CPI was 0.6% 
over the quarter and 2.5% for the year. The 
RBA will continue to focus on the strength and 
anticipated longevity of the pressures that are 
sustaining the annual rate at the top end of the 
target range, including the strength of the 
employment market. The most significant price 
rises this quarter were for tobacco (+7.0%), 
water and sewerage (+12.8%), electricity 
(+6.0%), property rates and charges (+6.2%) 
and rents (+1.1%). The most significant offsetting price falls were for automotive fuel (-3.7%), vegetables (-
5.4%), pharmaceuticals (-3.9%), audio, visual and computing equipment (-2.7%) and soft drinks, waters and 
juices (-1.8%).  

Australian Dollar Overtakes US Dollar  

The Australian dollar has continued to go from strength to strength, reaching a record high of 101.76 US 
cents in overseas trade on the morning of 5 November 2010 (AEST), its highest point since the currency was 
floated in 1983. This recent rise in the currency and the push above parity was mainly attributable to the 
November RBA Board meeting raising the official cash interest rate. The strength of the Australian dollar has 
come from the ongoing growth in commodity prices and trade which has stabilised the Australian economy 
while uncertainly still remains over the strength of the United States economy as the American Federal 
Reserve begins to release further stimulus measures. 

GDP Growth Accelerates 

Australian National Accounts data for the June 
Quarter 2010, show that GDP continued to 
accelerate, growing by a stronger than expected 
1.2% on a seasonally adjusted basis. This result 
has reinforced Australia’s position as one of the 
best performing economies in the developed 
world. Notably, private consumption provided the 
largest contribution to growth during the quarter.  
This is a timely shift away from the recent phase of 
reliance on public expenditure to stimulate 
economic growth.  While this is an enviable result 
by world standards, Australia’s future economic 
growth will continue be influenced by conditions in 
the US, Europe and mostly Asia.  Australia remains well positioned to accommodate coal and ore demand 
from the rapidly urbanising China and from India. Access Economics forecasts GDP growth of 3.5% for 
2011. 
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Unemployment Rate Heads Towards 5% 

In further evidence that the national economy is 
performing strongly, the latest Labour Force data 
shows that, in seasonally adjusted terms, national 
employment rose by 49,500 persons in September 
2010, well above market expectations. Despite this 
increase in employment the unemployment rate 
remained steady at 5.1% as the participation rate 
rose by 0.2% to 65.6%. A key result within the 
release was the increase of 55,800 full time jobs 
during the month, further emphsisingthe high 
levels of employer confidence currently in the 
domestic economy. 

13.2 AUSTRALIAN WINE INDUSTRY OVERVIEW 

The Australian wine industry is currently experiencing some challenging times with the following factors 
contributing to varying levels of optimism across the industry: 
 
• The wine industry has experienced a level of insecurity in both demand and supply over the preceding 

24 months.   
• Figures released by The Winemakers Federation of Australia show the 2010 wine grape crush yielded 

approximately 1.53 million tonnes, which is below the five-year average of 1.68 million tonnes, bringing 
it to a level closer to current demand.  The Winemakers Federation of Australia’s estimate of red intake 
is 817,000 tonnes or 53% of the total crush and the white intake is estimated to be 715,500 tonnes or 
47% of total crush.  The 2010 crush was shorter than industry experts anticipated.  History tends to 
suggest that when annual grape crushes have been around the 2010 level (close to equilibrium) buying 
competition from wineries can occur throughout harvest.  Unfortunately for grape growers this was not 
the case for 2010.  This lack of buying activity may be due to low financial returns being experienced in 
the industry.  In the event a similar scenario occurs for the 2011 vintage we may see this increased 
profitability in the industry flow through to property transactions.   

• According to publications released by Australian Bureau of Agricultural and Resource Economics 
(ABARE), Australia has approximately 162,000 hectares of grape vines in production.  For the year 
ending 30 June 2010 approximately 7,000 hectares were removed from mainly inland warm climate 
regions and 13,000 hectares not harvested.  We expect to see additional vines removed in the short to 
medium term as a result of poor economic prospects in the industry.   
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• There has been a limited amount of voluntary market activity occur throughout the major Australian wine 
growing regions in the past twelve to eighteen months.  Large wine companies including Australia 
Vintage Limited, Constellation Wines Australia (CWAU), Fosters Wine Estates (FWE) and Lion Nathan 
to name a few have or are in the process of divesting a number of assets and reviewing their business 
structures.  The reviews have placed a substantial volume of assets on the market which are largely a 
result of balance sheet driven decisions.  This flood of assets to the market has resulted in buyers being 
awash with choice.  Our research has revealed that in some instances transactions have occurred at 
rates indicative of vacant land values for their respective locations given the lack of returns able to be 
generated from these assets.   

• In May 2010 Fosters the largest vineyard owner (circa 9,000ha), announced plans to pursue a 
demerger of their Beer and Wine business (Treasury Wine Estates), creating separately listed 
businesses.  No decision on timing or structure of the demerger has been announced.  In September 
2010 Foster’s announced it had received an unsolicited expression of interest from an international 
private equity firm to acquire the wine assets of Treasury Wine Estates for a cash consideration of 
between $2.3 billion and $2.7 billion for 100% of the assets.  The proposal was rejected.  As at 30 June 
2010, Treasury Wine Estates had sold 22 of the 36 vineyards identified for sale, with total sale proceeds 
of $59.5 million which is well below the purported book value of circa $200 million for all the assets 
offered for sale.   



 

Regenal Investments Pty Limited 
Hermitage Road Winery, 861 Hermitage Road, Pokolbin, NSW 
31 December 2010 23 
 

• In addition to the above large wine companies, many small to medium wine companies both prominent 
and secondary locations have offered assets for sale with mixed results.  We also are aware of some 
industry participants who have received pressure to maintain financing covenants at suitable levels.  
Broad estimates have revealed that over the past two years in excess of $750 million worth of wine 
industry assets has been offered for sale nationally of varying sizes, locations and price points.  A figure 
which is well above normal market conditions prior to the GFC.   

• The recent uncertain times that are being experienced globally are contributing to a decrease in profits 
and the value of exports as well as excess supply and growth in global competition.  Our currency 
(AUD) is currently trading at around parity with the US dollar (Nov’10) up from a low of $US0.61 
(October 08).  The very high Australian dollar has contributed to eroding export profits and the price 
competitiveness of Australian wine exports on the overseas market.  According to The Australian Wine 
and Brandy Corporation in the year ending June 2010, the volume of Australian wine exported 
increased 3.3% to 775 million litres, primarily made up of bulk wine.  The total value was AUD$2.17 
billion in the year ended June 2010.  Factors that contributed to the volume growth were stock clearing 
through opportunistic bulk wine exports priced at below $1AUD per litre and an increase in branded bulk 
wine packaging offshore, particularly in the UK and US.   

• Australia is still the fourth largest exporter of wine in the world and the sixth largest producer accounting 
for about 5% of world production.   

• Tightened trading conditions in the domestic retail market as a consequence of retail consolidation 
(Coles and Woolworths further expand their retail liquor and hotel markets).  Producers have had 
margins squeezed in order to gain shelf space and reduced margins at the retail end have flowed 
through to affect grape prices at winery intake level.  This is a phenomenon that is impacting on wine 
companies in most developed markets.  Its impacts are not confined to the wine industry with other 
agricultural and horticultural producers also suffering. 

• Further to the tightening trading conditions, supermarkets are now launching their own low cost price 
products without the need of capital infrastructure.  This is largely a result of the oversupply and 
depressed fruit prices as well as the consortiums existing retail and supply chain networks. 

• The water supply situation appears to somewhat have abated as a result increased rainfall across the 
Murray Darling Basin and other major wine growing regions.  Water allocations in many irrigation areas 
are already significantly higher than the whole of the 2009/10 irrigation season and will continue to rise 
throughout the 2010/11 irrigation season if inflows continue to be positive.   

 
In addition to the previous issues discussions with many growers have revealed that 2010 grape prices are 
down by as much as 50% in some regions with the average being in the order of 30%.  As a consequence of 
these price reductions the Wine Grape Growers Australia are warning that there may be a mass exodus from 
the industry because of a lack of profitability within the sector.   
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13.3 LOCAL VINEYARD MARKET OVERVIEW 

The current market for property in the Hunter Valley appears to be dictated by the land use, location and 
standard of development.  In this regard we comment that the current demand for both lifestyle and 
agricultural land uses appears to be quite strong within the lower Hunter Valley Wine region. Discussions 
with local agents have disclosed that a majority of this interest is from non local buyers looking to move into 
the district as well as people employed in the various mines within the upper and lower Hunter Valley 
regions. 
 
Despite this we have been advised by local agents that at present there is little demand for vineyards within 
the region and those that have transacted have sold at rates close to grazing values. This phenomenon is 
largely a consequence of the prevailing low returns on fruit sales. 
 
Analysis of recent land sales within the Pokolbin region has shown the underlying land values to range from 
circa $25,000 to $100,000 per hectare with those at the upper end generally comprising rural residential style 
allotments. 
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13.4 MARKET SALES EVIDENCE 

In assessing the market value of the subject property, we have considered a number of sales transactions 
including the evidence outlined below. 
 

 

 
  

Lot 26 Broke Road, Pokolbin 

Sale Date March 2010 Capital Value $25,942/ha  

Sale Amount $420,000 Summation Analysis:  

Site Area 16.19 ha Site Improvements (say) $20,000 

Vendor Private Land  $24,706 /ha 

Purchaser Private Water  

    

Comments 

The property comprises a rural residential property located in the foothills of lower Hunter Valley to the west of Pokolbin. The property comprises 
approximately 10 hectares of cleared grazing land with the remainder being moderately to densely timbered especially towards the north western 
corner of the property. Analysis of the sale after allowances for fencing and waters shows a rate of about $24,706/ha for a rural residential type 
block. 

294 O’Connors Road, Pokolbin 

Sale Date June 2010 Capital Value $76,161/ha  

Sale Amount $1,000,000 Summation Analysis:  

Site Area 13.13 ha Site Improvements (say) $400,000 

Vendor Private Land – vines $50,000 /ha  

Purchaser Private Land -other $44,684 /ha 

    

Comments 

This property is improved with a small vineyard and orchard having a combined area of about 2.5 hectares. We are not sure of the breakup but it 
is not considered to be of a commercially viable size. The property is also improved with a large dwelling and associated shedding improvements. 
Analysis of the sale after making an allowance of $50,000 per hectare for the plantings and $400,000 for the structural improvements show a rate 
of $44,684 per hectare for the remainder of the land. 
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534 Oakey Road, Pokolbin 

Sale Date August 2010 Capital Value $55,000/ha  

Sale Amount $2,200,000 Summation Analysis:  

Site Area 40 ha Site Improvements (say) $420,000 

Vendor Private Land – vines $50,000 /ha  

Purchaser Private Land -other $39,236 / ha 

    

Comments 

The property is located diagonally across the road from Drayton Wines and is improved with about 11.22 hectares of vines and 10.20 hectares of 
orchard. Structurally the property is improved with a 2 storey stone dwelling that appears in average condition. Analysis of the sale after making 
an allowance of $400,000 for the structural improvements and $50,000 per hectare for the plantings shows a rate of $39,236 for the remaining 
land 

240 Old North Road, Pokolbin 

Sale Date March 2010 Capital Value $148,221/ha  

Sale Amount $1,500,000 Summation Analysis:  

Site Area 10.12 ha Site Improvements (say) $500,000 

Vendor Private Land  $98,814/ha 

Purchaser Private   

Comments 

This property is improved with a small vineyard having an area of around 2.5 hectares. Structurally the property is improved with a large 
residential dwelling with the remainder of the land suitable for grazing or lifestyle attributes. The property does enjoy the benefits of good views 
across the valley to the South west. Overall we are of the opinion that that the vines add limited commercial value to the property as a whole. 
Analysis of the sale after making an allowance of $500,000 for the structural improvements shows a rate of $98,814/ha for the land inclusive of 
plantings 
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1946 Broke Road, Pokolbin 

 

Sale Date December 2009 Capital Value $441,628/ha  

Sale Amount $5,750,000 Summation Analysis:  

Site Area 13.02 ha Site Improvements  and 
business 

$5,000,000 

Vendor Private Land $57,603/ha  

Purchaser Private Passing Rent $458,844 per annum 

 

Comments 

The “Pepper Creek Centre” comprises a mixed use accommodation, retail and restaurant facility located within the heart of the lower Hunter Valley. 
The property is improved with a main residence, two accommodation cottages, a retail complex with six tenancies and a detached reception centre 
and chapel. At the date of transaction all of the retail tenancies were occupied and the passing rent was $458,844 per annum. It must be noted two 
of the tenancies were due to expire in March 2010. Our estimate of value apportionment is land $750,000, lease, buildings and site goodwill 
$5,000,000. 

We have been advised that the property had a net passing income of $571,291 which indicates a passing yield of 9.94%. 

1596 Broke Road, Pokolbin 

 

Sale Date May 2010 Capital Value $237,000/ha  

Sale Amount $2,370,000 Summation Analysis:  

Site Area 10.00 ha Site Improvements (say) $840,000 

Vendor Private Land  $820,000 

Purchaser Private Business & Plant $740,000 

Comments 

This property comprises Oakvale wines and is disposed as a winery, re-developed cellar door sales and coffee shop. We have been advised the 
winery has a self contained capacity of about 270 tonnes. The property sold as a going concern operation with a turn over of about $1,350,000 
producing a net profit in the order of $368,000. Analysis of the sale shows a value in the order of $1,630,000 for the land and buildings with about 
$740,000 attributable to the plant and equipment and business goodwill. 
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Sales Conclusion 

The majority of the sales shown above are for freehold facilities within the Hunter Valley region that were 
purchased by people looking to either build up the current business or establish a new business. The 
exception to this is the sale of the Pepper Creek complex which we understand sold on a yield in the order of 
9.94%.  
 
Discussions with industry participants within the wine region have disclosed that cafe’s and restaurants 
attached to wineries would be expected to achieve yields in the range of 9 to 10% Despite this yields for 
cafe’s in more populated regions such as Newcastle, Canberra and suburban Sydney are showing rates in 
the order of 5% to 7%. 
 
  

12 Wilderness Road, Rothbury 

 

Sale Date April 2010 Capital Value $117,370/ha  

Sale Amount $4,750,000 Summation Analysis:  

Site Area 40.47 ha Site Improvements $2,426,500 

Vendor Private Land  $50,000/ha 

Purchaser Private Stock $300,000 

    

Comments 

This property comprises Wandin Valley Estate Winery a well known small winery and guest house facility in the Upper Hunter valley. The property is 
improved with a 200 tonne winery, small vineyard and olive grove, five architecturally designed villas, cricket ground with English style pavilion and 
a function centre. It is our understanding that approximately $300,000 worth of stock transacted in the sale. The property is considered to be very 
well presented. Analysis of the sale after making an allowance of $300,000 for the stock and applying a rate of $50,000 per hectare for the land 
shows a value of $2,426,500 may be attributable to the structural improvements. 
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13.5 RENTAL EVIDENCE 

In assessing the market rental for the subject property, we have considered a range of evidence including 
the following: 
 

Address Tenancy Date Tenancy Area (m2) 
Annual Rental  

($ / m2) 

4 Archer Place Clare, SA BRL Hardy 1 Jan-02 2,376 $56.00 

Comment 

A substantial, high clearance, modern ‘colorbond’ clad barrel and bulk wine store located adjacent the Leasingham winery in Clare. The building
is improved with fixed wine lines from the adjacent winery as well as drained and profiled floorin which drains into a sump on the winery land.  . 
The rent is on a Gross basis.  The property is leased for 10+10 years with annual uplifts to CPI.   

 

Address Tenancy Date Tenancy Area (m2) 
Annual Rental  

($ / m2) 

Cockatoo Ridge Winery, SA Kingston Estate Wines 01-Jan-10 128,600 $3.11 

Comment 

 This property comprises a fully operational winery that was placed in administration. The Administrators offered to lease the facility to Kingston
Estate wines on an annual basis whist the property was marketed for sale. The property has about 545 tonnes of fermentation and about 21 
million litres of storage. 

 

Address Tenancy Date Tenancy Area (m2) 
Annual Rental  

($ / m2) 

Wildwood Restaurant and 
Cellardoor Yallingup, WA 

Swings and Roundabouts Ltd 15-Sept-08 250 $180 

Comment 

Swings and Roundabouts Cellar door sales and restaurant is located on Caves Road a popular tourist region home to a number of popular 
Margaret River wineries. The property is improved with a modern cafe area, cellar door and large grassed area. The rent is for a term of 5 years 
with the rent reviewed in line with CPI. 

 
Discussions with industry participants in the Clare Valley wine region have revealed that rents for cafe’s and 
restaurants that are supported by a cellar door sales facility range from as little as $20 per square metre up 
to $150 per square metre for more commercial style facilities.  
 
Whilst we have been unable to identify any quantities of local rental evidence we are of the opinion that a 
reasonable market rent for the subject hospitality improvements would be in the order of $120 per square 
metre on a net basis. In terms of the storage we are of the opinion that that the better quality storage should 
command a rate in the order of $40 per square metre with the secondary space achieving rates in the order 
of $25 per square metre. 
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15 FINANCIAL DETAILS 

15.1 INCOME SUMMARY 

Component Income 

   Passing Income      Market Income Variance 

$ pa $ / m² % of 
total $ pa $ / m² % of 

total $ pa % 

Retail   
39,816 

  
36.03 29.05%   

132,600 
   

120.00  57.69%   
(92,784) 

-
233.03% 

Warehouse   
- 

  
- 0.00%   

97,245 
   

28.26  42.31%   
(97,245) 0.00% 

Total Gross Passing Income   
39,816 

  
9 29.05%         229,845    

51  100.00%   
(190,029) 

-
477.27% 

Vacant Areas (gross)   
97,245 

  
28 70.95%   

- 
   

-  0.00%   
97,245 100.00% 

Potential Fully Leased Gross 
Income    137,061           30 100.00%   229,845            51  100.00%   (92,784) -67.70% 

Potential Fully Leased Net 
Income    137,061           30     229,845            51      (92,784) -67.70% 

*Minor discrepancies may occur due to rounding 
 
Based on the current rent we are of the opinion the property is under rented by around $93,000 per annum. 

15.2 OUTGOINGS SUMMARY 

It is our understanding the current tenant pays all of the outgoings with the exception of excess water. 
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16 VALUATION METHODOLOGY 

16.1 BASIS OF VALUATION 

In determining the current market value of the property we have examined the available market evidence and 
applied this analysis to the traditional capitalisation approach, analysed on a rate per square metre of total 
lettable area.  

16.2 CAPITALISATION APPROACH 

The central premise of this approach is that the adopted capitalisation rate is derived from the yields 
indicated by sales of similar property investments.  The yield derived from comparable sales evidence is 
purported to reflect any expectations of future growth in income and capital value.   
 
The capitalisation of net income approach has been undertaken by applying a yield to both the potential fully 
let passing net income (initial yield) and the potential reversionary net income (reversionary yield).  To the 
value derived, adjustments have been made for any relevant rental reversions including letting up 
allowances for vacant space, incentives, leasing fees, capital expenditure and other appropriate capital 
allowances. 
 
Detailed below are the definitions of yields used in our assessment of the valuation for the subject property: 
 

Passing Initial Yield The net passing income for the property divided by the sale price or the adopted value. 

Equivalent Initial Yield The net passing income for the property plus the market income across any vacancies, divided by the sale 

price or the adopted value. 

Equivalent Reversionary Yield The assessed net market income divided by the sum of the sale price or the adopted value plus any 

capital adjustments to the core value such as letting up allowances, capital expenditure and present value 

of reversions. 
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Initial Yield 

We have adopted a core capitalisation rate of 10.00% for the initial yield approach after consideration of the 
relevant evidence and determining factors.  A detailed analysis of our initial yield approach is as follows. 

INITIAL YIELD BASIS ( Passing Rents )         

Retail     $39,816   

Current Passing Income     $39,816   

Add Estimated Gross Rental Value on Vacant Space     $97,245   

Potential Gross Income Fully Let     $137,061   

      $0   

Less Outgoings $0.00 per m²   $0   

Net Income     $137,061   

Capitalised at   9.750% 10.000% 10.250% 

Capitalised Value   $1,405,754  $1,370,610 $1,337,180 

Capital Value Adjustments         

Plant & Equipment   ($475,000) ($475,000) ($475,000) 

Existing Vacant Tenancy Allowances         

Downtime   $87,272  $87,272 $87,272 

Agents Leasing Fees   $11,669  $11,669 $11,669 

Incentives   $48,623  $48,623 $48,623 

Refurbishment Allowance   $172,050  $172,050 $172,050 

Pending Vacancy Allowances (expiries within 12 months)         

General Capital Expenditure Allowance (12 months)   $22,730  $22,730 $22,730 

Total Adjustments   ($132,656) ($132,656) ($132,656) 

Assessed Capital Value as at 31 December 2010   $1,538,410  $1,503,266 $1,469,837 

Rounded Initial Capitalisation Value     $1,500,000   

 
We provide additional commentary on the following specific allowances incorporated within our initial yield 
approach. 
 
Downtime Eight months letting up period on the better warehouse vacant space and 12 months on the 

poorer space. 

Agent’s Leasing Fees 12% of gross rent 

Incentives Six month rent free period at commencement of lease and renewals 

Refurbishment Allowance $50 per square metre for all areas. 
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Reversionary Yield 

We have adopted a core capitalisation rate of 12% for the reversionary yield approach after consideration of 
the relevant evidence and determining factors.  The initial yield is lower than reversionary yield as the 
passing rent is considered to be well below market.  A detailed analysis of our reversionary yield approach is 
as follows. 
 

REVERSIONARY YIELD BASIS ( Market Rents )         

Retail     $132,600   

Warehouse     $97,245   

Market Income     $229,845   

Add Recoverable Outgoings     $0   

Total Gross Market Income     $229,845   

Less Outgoings $0.00 per m²   $0   

Net Market Income     $229,845   

      $0   

Less Vacancy Allowance 0.00%   $0   

Net Income     $229,845   

Capitalised at   11.750% 12.000% 12.250% 

Capitalised Value   $1,956,128  $1,915,375 $1,876,286 

Capital Value Adjustments         

Plant & Equipment   ($475,000) ($475,000) ($475,000) 

Existing Vacant Tenancy Allowances         

Downtime   $87,272  $87,272 $87,272 

Agents Leasing Fees   $11,669  $11,669 $11,669 

Incentives   $48,623  $48,623 $48,623 

Refurbishment Allowance   $172,050  $172,050 $172,050 

Pending Vacancy Allowances (expiries within 12 months)         

PV Rental Shortfall / (Overage)   $574,665  $569,159 $563,741 

General Capital Expenditure Allowance (12 months)   $22,730  $22,730 $22,730 

Total Adjustments   $442,008  $436,502 $431,085 

Assessed Capital Value as at 31 December 2010   $1,514,119  $1,478,873 $1,445,201 

Rounded Reversionary Capitalisation Value     $1,480,000   

 
The allowances adopted are the same as those adopted in the Initial Yield approach above apart from 
below. 
 

PV Rental Shortfall (Overage) A allowance of $569,159 for the rental shortfall until market rentals can be imputed 
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16.3 VALUATION CONCLUSIONS 

Valuation Approach Valuation Figure 

Initial Yield Approach $1,500,000 

Reversionary Yield Approach $1,480,000 

Adopted Value $1,500,000 

 
Our adopted value of $1,500,000 reflects the following: 
 

Passing Initial Yield 2.65% 

Equivalent Initial Yield 10.02% 

Equivalent Reversionary Yield 11.87% 

 
We consider that the resultant Initial and Reversionary yields are reflective of the characteristics of the 
subject property, the current market fundamentals and comparable evidence considered. 

16.4 GOODS AND SERVICES TAX (GST) 

The property is partly leased.   In our opinion, the hypothetical sale of the subject property is likely to be 
apportioned between the area sold on a vacant possession basis (likely to be subject to GST) and the 
remainder sold as a Going Concern (no GST payable).  However, as most purchasers are likely to be 
registered for GST and thus claim input tax credits, the total price paid may therefore increase in line with the 
GST liability.  Alternatively, the parties may elect to adopt the margin scheme. 
 
The valuation has been assessed on a GST exclusive basis. 
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17 ADDITIONAL REQUESTS 

17.1 REASONABLE SELLING PERIOD 

It is our opinion the reasonable selling period for the property in the order of ten months. Despite this we are 
unable to predict future market conditions and as such, you should not assume this assessment of selling 
period would remain unchanged should market conditions alter. 

17.2 PROBABLE PURCHASER GROUPS 

In our opinion, the most likely purchaser of the subject property would be from the following groups: 
 
• Local investor or 
• Existing wine industry players seeking a facility within the region. 

17.3 VALUATION CERTIFICATE 

As requested we have supplied a valuation certificate compliant with the Hong Kong Stock Exchange’s 
Regulatory Requirements. This certificate may be included in the Major Transaction Circular to be 
dispatched to the shareholders of CKLS on or before 31 December 2010. 
 
A copy of the Certificate is attached at Appendix G. 
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18 VALUATION 

We assign the following value to the subject property as at 31 December 2010 and subject to the existing 
leases, comments, terms, conditions and assumptions contained within and annexed to our report, in fee 
simple and assuming the property is free of encumbrances, restrictions or other impediments of an onerous 
nature which would affect value:  
 
 
Current Leased Market Value: 
$1,500,000 
(ONE MILLION FIVE HUNDRED THOUSAND DOLLARS) 
 
 
Finally, and in accordance with our normal practice, we confirm that this report is confidential to Regenal 
Investments Pty Limited for major transaction purposes.  No responsibility is accepted to any third party 
and neither the whole of the report or any part or reference thereto may be published in any document, 
statement or circular nor in any communication with third parties without our prior written approval of the form 
and context in which it will appear. 
 
Colliers International Consultancy and Valuation Pty Limited 

 
Angus Barrington-Case, AAPI 
Certified Practising Valuer  
B Bus Prop (Val), NSW Licence No 7259 
17 December 2010 (Date of Signing Report) 
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IT IS AGREED AS FOLLOWS: 
 

1 DEFINITIONS 
‘Confidential information’ means information that: 
 
(a) Is by its nature confidential; 
(b) Is designated by Us as confidential; 
(c) You know or ought to know is confidential; 
(d) and includes, without limitation: 

(i) Information comprised in or relating to any of Our intellectual 
property in the Services or any reports or certificates provided 
as part of the Services; and 

 
(ii) The Quotation annexed hereto. 

 
‘Currency Date’ means, in relation to any valuation or consultancy 
report, the date as at which our professional opinion is stated to be 
current. 
 
‘Fee’ means the amount agreed to be paid for the Services as set out in 
the Quotation. 
 
‘Parties’ means You or Us as the context dictates. 
 
‘Quotation’ means the written quote provided by Us in relation to the 
Services. 
 
‘Services’ means the valuation or consultancy services provided 
pursuant to these Terms and Conditions and the Quotation, and includes 
any documents, reports or certificates provided by Us in connection with 
the services. 
 
‘We’, ‘Us’, ‘Our’ means Colliers International Consultancy and Valuation 
Pty Limited (ABN 88 076 848 112). 
 
‘You’, ‘Your’ means the entity engaging Us to perform the Services as 
set out in the Quotation. 
 

2 PERFORMANCE OF SERVICES 
2.1 We will provide the Services in accordance with: 
 
(a) The Terms and Conditions contained herein; and 
(b) The required provisions of the current Australian Property 

Institute Professional Practice standard. 
 

3 CONDITION OF THE PROPERTY 
3.1 In undertaking the Services We will have regard to the 

apparent state of repair, condition and environmental factors 
in relation to the property based upon a visual inspection, but 
We will not (and are not qualified to) carry out a structural, 
geotechnical or environmental survey.  We will not inspect 
those parts of the property that are unexposed or inaccessible. 

 
3.2 We will assume that there is no timber infestation, asbestos or 

any other defect (unless advised otherwise) and that the 
property is compliant with all relevant environmental laws. It is 
Your responsibility to provide reports to Us that are relevant to 
these issues. 

 
3.3 We will not undertake a detailed inspection of any plant and 

equipment or obtain advice on its condition or suitability. 
 

3.4 We recommend that You engage appropriately qualified 
persons to undertake investigations excluded from the 
Services. 

 
3.5 No responsibility will be accepted either to You or to any third 

party for loss or damage that may result directly or indirectly 
from the condition of the property. 

 

4 ENVIRONMENT AND PLANNING 
4.1 We will obtain only verbal town planning information. It is Your 

responsibility to check the accuracy of this information by 
obtaining a certificate under the appropriate legislation. 

 
4.2 State or Federal Laws may require environmental audits to be 

undertaken before there is a change of land use.  You will 
provide such audits to Us where they are required.  We will 
not advise You whether such audits are required or obtain 
such audits.  If You do not provide Us with such audits We will 
perform the Services on the assumption that such audits are 
not required. 

 

5 BUILDING AREAS AND LETTABLE AREAS 
5.1 Where a survey is provided to Us for consideration, We will 

assume that information contained in the survey is accurate 
and has been prepared in accordance with the Property 
Council of Australia (PCA) Method of Measurement. 

 

5.2 If You do not provide Us with a survey, We will estimate 
building and/or lettable areas based only upon available 
secondary information (including but not limited to building 
plans, Deposited Plans, and our own check measurements). 
Such estimates do not provide the same degree of accuracy 
or certainty as would be provided by a survey prepared by an 
appropriately qualified professional in accordance with the 
Property Council of Australia (PCA) Method of Measurement. 

 
5.3 Where such a survey is subsequently produced which differs 

from the areas estimated then You will refer the valuation or 
consultancy advice back to Us for comment or, where 
appropriate, amendment. 

 

6 OTHER ASSUMPTIONS 
6.1 Unless otherwise notified by You, We will assume: 
 
(a) there are no easements, mortgages, leases, encumbrances, 

covenants, caveats, rights of way or encroachments except 
those shown on the Title; and 

(b) all licences and permits can be renewed and We will not make 
any enquiries in this regard. 

 
6.2 Where third party expert or specialist information or reports 

are provided to Us or obtained by Us in connection with the 
Services (including but not limited to surveys, quantity 
surveyors reports, environmental audits, structural/dilapidation 
reports), We will rely upon the apparent expertise of such 
experts/specialists.  We will not verify the accuracy of such 
information or reports. 

 

7 VALUATION FOR FIRST MORTGAGE SECURITY 
7.1 Where the Services are provided for mortgage purposes, You 

agree that You will not use the valuation or consultancy report 
where the property: 

 
(a) is used as security other than by first registered mortgage; 
(b) is used as part of a group of securities (except where the 

property forms part of a trust); or 
(c) is used as security for more than one loan. 
 
7.2 We reserve the right, at Our absolute discretion, to determine 

whether or not to assign Our valuation to any third party.  
Without limiting the extent of Our discretion, We may decline a 
request for assignment where: 

 
(a) the proposed assignee is not a major recognised lending 

institution (such as a major bank); 
(b) the assignment is sought in excess of 3 months after the date 

of valuation; 
(c) We consider that there has been a change in conditions which 

may have a material impact on the value of the property; 
(d) the proposed  assignee seeks to use the valuation for an 

inappropriate purpose (including in a manner inconsistent with 
Your agreement at clause 7.1); or 

(e) Our Fee has not been paid in full. 
 
7.3 Where We decline to provide an assignment on either of the 

bases at 7.2(b) or (c), We may be prepared to provide an 
updated valuation on terms to be agreed at that time. 

 
7.4 In the event that You request us to assign Our valuation and 

We agree to do so, You authorise Us to provide to the 
assignee a copy of these Terms and Conditions, the Quotation 
and any other document, including instructions provided by 
You, relevant to the scope of Our Services. 

 

8 ESTIMATED SELLING PRICE 
8.1 Where You instruct Us to provide an Estimated Selling Price, 

You agree that the Services: 
 
(a) are limited  to the provision of a opinion based upon Our 

knowledge of the market and informal enquiries. 
(b) We are not required to carry out a full inspection of the 

property; any inspection of comparable properties; a search 
on Title(s) or other enquiries as to encumbrances, restrictions 
or impediments on Title(s); or other investigations which would 
be required for a formal valuation. 

(c) provide an indicative figure only which is not suitable for use 
for any purpose other than as general information or guide as 
to sale expectations.  It is not suitable to be relied upon for the 
purpose of entry into any transaction. 

 
8.2 No responsibility will be accepted either to You or to any third 

party for loss or damage that may result from the issue of such 
an Estimated Selling Price.   
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9 CURRENCY OF VALUATION 
9.1 Due to possible changes in market forces and circumstances 

in relation to the subject property the Services can only be 
regarded as relevant as at the Currency Date. 

 
9.2 Where You rely upon Our valuation or consultancy report after 

the Currency Date, You accept the risks associated with 
market movement between the Currency Date and the date of 
such reliance. 

 
9.3 Without limiting the generality of 9.2, You should not rely upon 

Our valuation or consultancy report: 
 

(a) after the expiry of 3 months from the Currency Date; 
(b) where circumstances have occurred during that period which 

may have a material effect on the value of the property or the 
assumptions or methodology used in the valuation or 
consultancy report. 

 
10 MARKET PROJECTIONS 

10.1 Any market projections incorporated within our Services 
including, but not limited to, income, expenditure, associated 
growth rates, interest rates, incentives, yields and costs are 
projections only, and may prove to be inaccurate.  
Accordingly, such market projections should be interpreted as 
an indicative assessment of potentialities only, as opposed to 
certainties.   

 
10.2 Where Our Services include market projections such 

projections require the dependence upon a host of variables 
that are highly sensitive to varying conditions.  Accordingly, 
variation in any of these conditions may significantly affect 
these market projections. 

 
10.3 Where market projections form part of Our Services, We draw 

your attention to the fact that there will be a number of 
variables within acceptable market parameters that could be 
pertinent to Our Services and the projections adopted are 
representative of only one of these acceptable parameters. 

 
11 YOUR OBLIGATIONS 

11.1 You warrant that the instructions and subsequent information 
supplied by You contain a full and frank disclosure of all 
information that is relevant to Our provision of the Services. 

 
11.2 You warrant that all third party expert or specialist reports 

provided to Us by You for the purpose of Us providing the 
Services are provided with the authority of the authors of 
those reports. 

 
11.3 You authorise and licence us to incorporate Your intellectual 

property within our report(s). 
 

11.4 You will not release any part of Our valuation or consultancy 
report or its substance to any third party without Our written 
consent.  Such consent will be provided at Our absolute 
discretion and on such conditions as We may require including 
that a copy of these Terms and Conditions be provided to 
such third party. This clause shall not apply to persons noted 
as recipients in Your prior instruction to Us or in the Quotation 
provided that You shall provide any such recipient with a copy 
of these Terms and Conditions. 

 
11.5 If You release any part of the valuation or consultancy advice 

or its substance with our written consent, You agree: a) to 
inform the other person of the terms of our consent; and b) to 
compensate Us if You do not do so.  We have no 
responsibility to any other person even if that person suffers 
damage as a result of any other person receiving this 
valuation or consultancy advice. 

 
11.6 You must pay our Fees within 14 days of the date of a 

correctly rendered invoice. Fees that remain unpaid for a 
period of 30 days or more will attract an administration charge 
of 2% of the total of the invoice calculated per month or part 
thereof.   

 
11.7 We reserve the right to reconsider or amend the valuation or 

consultancy advice, or the Fee set out in our Quotation to You 
if: 

 
(a) Certificates, surveys, leases, side agreements or related 

documentation that were not provided to Us prior to the 
provision of the Services are subsequently provided, and 
contain matters that may affect the value of the advice; or 

(b) Where subsequent site inspections made in relation to any of 
the matters raised in clause 3 materially affect or may alter the 
value of the property the subject of the Services. 

 
 

12 CONFIDENTIALITY 
12.1 You must not disclose or make any of the Confidential 

Information available to another person without Our written 
consent. 

 
12.2 If consent to disclose the Confidential Information is provided 

by Us, You agree to abide by any additional terms and 
conditions that We may apply to that disclosure.  

 
 

13 PRIVACY 
13.1 We may obtain personal information about You in the course 

of performing Our Services.  We respect Your privacy.  The 
Privacy Amendment (Private Sector) Act, 2001 requires Us to 
advise You that we will only obtain information that is 
necessary to assist us in the course of performing Our 
Services.  If it is necessary for Us to engage third parties, we 
will inform these parties that they are not to disclose any 
personal information about You to any person or organisation 
other than Us. 

 A copy of Our Privacy Policy can be obtained by contacting 
Our Chief Privacy Officer. 

 

14 SUBCONTRACTING 
14.1 We may subcontract or otherwise arrange for another person 

to perform any part of the Services or to discharge any of Our 
obligations under any part of these Terms and Conditions, 
with Your consent. 

 

15 LIABILITY 
15.1 You agree to release Us and hold Us harmless from all liability 

to You for or in respect of any loss, damage, costs and 
expenses of whatsoever kind which we have or may have or, 
but for the operation of this Clause, might have had arising 
from or in any way connected with the Services or the use of 
the Services or any part of them.  This release shall be 
complete and unconditional except in the case of gross 
negligence or wilful misconduct by Us in the provision of the 
Services. 

 
15.2 You agree that You will fully indemnify Us for and in respect of 

all loss, liability, costs and expenses of whatsoever kind which 
We may suffer or incur arising from or in any way connected 
with any breach by You of Clause 11 or Clause 12.  This 
indemnity shall include but not be limited to loss, liability, costs 
and expenses which we may suffer or incur in respect of any 
claims, actions, proceedings, disputes or allegations made 
against Us or to which we are a party. 

 
16 ENTIRE AGREEMENT 

16.1 No further agreement, amendment or modification of these 
Terms and Conditions shall be valid or binding unless made in 
writing and executed on behalf of the Parties by their duly 
authorised officers. 

 
16.2 If there is an inconsistency between these Terms and 

Conditions and the Quotation, any letter of instruction from 
You, or other specific request or information, the other specific 
request or information shall prevail to the extent of the 
inconsistency. 
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Hermitage Road Winery Plant & Equipment 

Item Make Model Description Quantity
Value (auction 

realisation)Item Make Model Description Quantity )
Grape Receival & Crushing

Weighbridge
Weighbridge, inground steel weigh plate, 20 tonne, digital read-
out. 1 $2,625

Gantry crane 3 tonne capacity, 10 m rail with pendant control 1 $350
Crusher pit Concrete pit with services 1 $0

Mild steel epoxy coated grape receival bin tapered sides 600mm
Receival bin

Mild steel epoxy coated grape receival bin, tapered sides, 600mm 
screw, reduction geared drive and controls, pneumatic valve 1 $250

Must pump Open throat must pump, connections & accessories 1 $3,150
Catwalk, stairs & controls 1 $700

Mark Elevator Miller
Stainless Steel grape mark elevator with plastic cleated belt, 
stainless slide 14m 1 $2,000

Crusher/Destemmer CME DP350
35 tonnes per hour, reduction geared variable speed drive, with 
stand & accessories 1 $3 500Crusher/Destemmer CME DP350 stand & accessories 1 $3,500

Stainless Steel must lines 1 $700

 Pressing
Conveyor 9m long, electric reduction geared drive 1 $200

Drainage tanks
Stainless steel juice draining tanks with centrifugal pumps, trolley 
mounted with accessories 2 $1,750g 2 $1,750

Tank press Diemme AR260-BS-C Stainless steel, steel support work, controls & accessories 1 $10,000

Tank press Willmes TP12 S/N 12318 12,000L capacity epoxy lined steel drum, controls & accessories 1 $5,250



Hermitage Road Winery Plant & Equipment 

Item Make Model Description Quantity
Value (auction 

realisation)Item Make Model Description Quantity )
Filtration

DE Filter Velo F5 3sqm, stainless steel, verticle leaf, trlley mounted with accessories 1 $2,800

DE Filter Padovan
18sqm, stainless steel, verticle leaf, trlley mounted with 
accessories 1 $7,000

RDV Alfa Lavel
Rotary drum vacuum filter, 8sqm, platform mounted with pumps, 
controls and accessories 1 $1,750RDV Alfa Lavel co o s a d accesso es 1 $1,750

Centrifugal Seperator Westfalia SA100-38-777 Centrifugal seperator, gantry & accessories 1 $20,000
Pad Filter 35 Stainless steel plates 450x450 1 $750

Refridgeration & Services
Refridgeration system Ammonia alcohol refidgeration system,1,000kw cooling

H d WRV163 2 132k l t i t l d t ith t lHowden WRV163 2 x 132kw electric motors coupled to compressors with controls
Alfa Lavel A15 BFM plate heat exchangers, ammonia/alcohol

BAC VXC135 2 x Evaporative water cooling towers with pumps & connections 1 $10,000

Gaam 85-20
2 x circulating pumps & lines. 1x 18.5kw & 1x 30 kw electric 
motors

Fib l 36 000L l h l t t k ith f i l tiFibreglass 36,000Lalcohol storage tank with spray foam insulation
Heat exchanger Alfa Lavel 8 element x 6m x 80mm tube in tube heat exchanger 4 $2,800
Heat exchanger Alfa Lavel P2FH Plate heat exchanger, 100 plate 1

Heat exchanger 2 element x 10m x 80mm tube in tube heat exchanger, 3 sections 1 $500

Temperature controllers ACE Digital tank temp controllers with sensors, panels & connections 30 $2,500p g p , p $ ,

Electrical
Main switchboard, distribution & sub boards, reticulation and 
accessories 1 $0

Compressor Rotorcomp Rotary screw compessor with airlines & fittings 1 $1,200
Recievers Connections, receivers, manifolds & connections 1 $525
Gas system Reticulation & lines 1 $1,100
Boiler Tomlinson FT 0142 S/S jacketed hot water system (non compliant) 1 $250

pickup points mesh grates treatment system tanks dam
Effluent system

pickup points, mesh grates, treatment system, tanks,  dam, 
pumps, controls & pipework 1 $200

Waste water treatment Envirogate Pumps, concrete tanks 1 $150
Catwalk & Stairs 1 $1,000

Water system
Water treatment system, dosing controls, stainless storage tanks, 
pumps & accessories. 1 $500



Hermitage Road Winery Plant & Equipment 

Item Make Model Description Quantity
Value (auction 

realisation)Item Make Model Description Quantity )
General Plant
Fittings Assorted hoses, fittings & accessories 1 $1,000
Tools Contingency for workshop tools, shelving & sundries 1 $500
Pump Ochsner CNH 100-250 Centrifugal pump 1 $1,500
Pump Mono SOT90 Open throat, VSD, s/s hopper 1 $2,500
Pump Lowara HPE 40 200/110 Centrifugal pump, trolley mounted, accessories 1 $2,100
Pump Mono SH80 Reeves reduction geared variable speed drive trolley mounted 5 $15,000
Pump Mono SAC12HT R8/60 Merlin pump trolley mounted 1 $2,000
Pump Mono SH60 Trolley mounted 3 $3,000
Pump Alfa Lavel FM1A Centrifugal pump, trolley mounted, accessories 1 $1,200
Pump APSB65X Centrifugal pump, trolley mounted, accessories 1 $1,500
Pump Centrifugal pump, trolley mounted, accessories 3 $3,000
P C t if l t ll t d i 1 $840Pump Centrifugal pump, trolley mounted, accessories 1 $840

Pump Packo Stainless steel impella pump, trolley mounted with accessories 1 $4,000
Pump Mono SH80 Reeves reduction geared variable speed drive trolley mounted 1 $0
Mixing tank Acromet Tank with pump, trolley mounted, motorised agitator 1 $500
Mixing tank Mono Tank with mono pump 1 $100
Wine Lines Stainless steel lines 1 $15,000Wine Lines Stainless steel lines 1 $15,000

Laboratory equipment
Various items 1 $500
Office equipment Contingency inc computers, furniture & telephone system 1 $750
Tanks $310,060
Fermentation $24,000e e tat o $ ,000

Total $472,550
Rounded $475,000
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Colliers International Consultancy & Valuation Pty Limited

Hermitage Road Winery, Hermitage Road, Pokolbin NSW

VALUATION DETAILS

Valuation Date Purpose of Valuation
Interest Valued Freehold Interest

Leasehold Expiry Date
Remaining Lease Term

CORE VALUATION ASSUMPTIONS

Financial Details
Gross Passing Income (Fully Let) Adopted Gross Market Income
Outgoings (pa) Outgoings (pa)
Net Passing Income (Fully Let) Adopted Net Market Income

Passing Income is $92,784 below current market levels

Total NLA Total Vacacny

Warehouse GLA Industrial GLA
Proprtion of Occupied Warehouse Area 0.00% Proprtion of Occupied Industrial Area 0.00%

Net Gross Net Gross
Average Passing Warehouse Rental* $0/m² $0/m² Average Passing Industrial Rental* $0/m² $0/m²
Average Market Warehouse Rental $28/m² $28/m² Average Market Industrial Rental $0/m² $0/m²
*Passing rental averages are based on the proportion of occupied area.

Global Assumptions
Agents Leasing Fees (Gross) 12.00% Refurb Allowance - Existing Vacancies
Renewal Leasing Fee (Gross) 6.00% Vacancy Allowance 0.00%

 

0 January 1900
.00 years

Valuation Calculations Summary

$137,061
-

$137,061

31 December 2010

$50/m²

-
$229,845

 Major Transaction Purposes 

$229,845

4,546.00 m²

3,441.00 m²

3,441.00 m² (75.69%)

0.00 m²

Renewal Leasing Fee (Gross) 6.00% Vacancy Allowance 0.00%

Warehouse Industrial
Lease Term 5 years Lease Term 5 years
Letting Up - Market 8 months Letting Up - Market 8 months
Retention Probability (Letting Up & Leasing Fees) 50.0% Retention Probability (Letting Up & Leasing Fees) 50.0%
Letting Up - Applied 4 months Letting Up - Applied 4 months
Renewal Probability (Incentives) 100.0% Renewal Probability (Incentives) 100.0%

Traditional Valuation Approach
Core Initial Capitalisation Rate 10.000%
Core Reversionary Capitalisation Rate 12.000%
Pending Vacancies Allowances within 12 months
Capital Expenditure Allowances for 12 months
Rental Reversions (PV)

VALUATION CONCLUSIONS

Traditional Valuation Approach Direct Comparison
Initial Yield Approach Direct Comparison
Reversionary Yield Approach Reflects ($/m² of GLA)

ADOPTED VALUE

(ONE MILLION FIVE HUNDRED THOUSAND  DOLLARS )

RESULTANT YIELDS AND IRR'S ON ADOPTED VALUE

Direct Comparison
Passing Initial Yield
Equivalent Initial Yield
Equivalent Reversionary Yield
Average Lease Duration
Weighted Lease Duration by Area
Weighted Lease Duration by Income

$1,480,000

10.58 years

Current tenants at expiry/market review with 
subsequent leases at 12 months

$1,500,000

$1,500,000  - GST Exclusive

-
-

11.87%

2.57 years
3.07 years

$330 per m² GLA
2.65%

10.02%
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Ref:  VADEL3642 
 
17 December 2010 
 
 
The Directors 
Regenal Investments Pty Limited 
c/- Thomsons Lawyers 
Level 25, 264 George Street 
SYDNEY  NSW  2000 
 
 
Dear Sirs 
 
Subject Property: Hermitage Road Winery, Pokolbin, NSW, Australia 
 
In accordance with the instructions from Regenal Investments Pty Limited (“the Company”) to value 
the property interests of CK Life Sciences Int’L (Holdings) Inc (CKLS), the “Target Company” in 
Australia, we confirm that we have carried out inspections, made relevant enquiries and obtained such 
further information as we consider necessary for the purpose of providing the market value of such 
property interests as at 31 December 2010 (referred to as the “date of valuation”). 
 
It is our understanding that this valuation is for major transaction purposes. 
 
This valuation extract, which is an extract from our full valuation report, explains the basis and 
methodology of valuation, and clarifies our assumptions made, title investigation of properties and the 
limiting conditions. It has been prepared specifically for use by the Company and CKLS in meeting the 
disclosure requirements of CKLS to/with the Hong Kong Stock Exchange. However full particulars in 
relation to the valuation process are set forth in our full valuation report and this valuation extract 
should be read in conjunction with that document. 
 
Basis of Valuation 
 
The subject property in our opinion is likely to be regarded as a leased investment. Consequently, in 
adopting this definition of value we are of the opinion that it is consistent with the definition of Market 
Value defined by International Valuation Standards Committee (IVSC) and endorsed by the Australian 
Property Institute (API). 
 
"Market Value” is the estimated amount for which a property should exchange on the date of valuation 
between a willing buyer and a willing seller in an arms length transaction after proper marketing 
wherein the parties had each acted knowledgeably, prudently and without compulsion." 
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This valuation extract is provided by Colliers International Consultancy & Valuation Pty Limited (CICV) 
and not by any other company in the Colliers International Group.  This valuation extract has been 
prepared for major transaction purposes and should not be relied upon for any other purpose or by 
any person other than Regenal Investments Pty Limited.  CICV accepts no responsibility for any 
statements in this report other than for the stated purpose. This valuation extract is issued on the basis 
that no liability attaches to the companies in the Colliers International Group other than CICV in 
relation to any statements contained in the valuation extract. 
 
Date of Issue 
 
In accordance with your written instructions dated 2 December 2010, our inspection of the subject 
property as at 7 December 2010 and the requested date of valuation as at 31 December 2010, we 
confirm that this valuation extract has been provided as at 31 December 2010 (Date of Valuation). 
 
We have assumed that there will be no change to the property or the market between the date of issue 
and the date of valuation. Should we become aware of any relevant market information that may 
impact on the value of the property, up to and including 31 December 2010, we at our own discretion 
reserve the right to review and possibly amend the valuation analysis contained herein. 
 
Qualification and Warning 
 
CICV has been engaged by Regenal Investments Pty Limited to provide a valuation of Hermitage 
Road Wines, NSW. 
 
Regenal Investments Pty Limited and CKLS wish to include the valuation extract in the Major 
Transaction Circular of CKLS (the Circular) to the Hong Kong Stock Exchange and have requested 
CICV to consent to the inclusion of this valuation extract. CICV consents to the inclusion of this 
valuation extract in the Circular and to being named in the Circular, subject to the condition that 
Regenal Investment Pty Limited include this Qualification and Warning:- 
 

i. This valuation extract has been prepared for Regenal Investment Pty Limited only and for the 
specific purposes outlined within the Instruction section of this report and cannot be relied 
upon by third parties. 

ii. This valuation extract is a summary of the valuations of the aforementioned properties as at 
31 December 2010 and has not been prepared for the purpose of assessing the property as 
an investment opportunity. 

iii. CICV makes no representation or recommendation to a Recipient in relation to the valuation of 
the property or the investment opportunity contained in this valuation extract. 

iv. Recipients must seek their own advice in relation to the investment opportunity contained in 
this valuation extract. 



 

3 

v. The events of early 2008 including the initial sub-prime fallout in the United States and 
subsequent Global Financial Crisis (GFC) created uncertain times for both the equities and 
property markets in Australia which impacted to varying degrees upon a variety of market 
participants. The initial impact was focussed on the Listed Property Trust sector operating 
assets within the major commercial, industrial, retail and infrastructure sectors. While a degree 
of uncertainty still remains within these markets, the magnitude is notably less than that 
evident throughout 2008 and the majority of 2009. Improving levels of general market activity 
over recent times appears to have resulted in growing investor confidence, albeit shallower 
than that experienced prior to the GFC.   
The rural property market has typically lagged the experiences of the other major markets and 
traditionally has not displayed their volatility. However there have been some very substantial 
collapses within the managed investment scheme sector in particular that have dampened 
investor confidence. The very rapid tightening of credit availability that resulted from the GFC 
remains an issue within the Australian rural property market with LVR requirements causing a 
general pull back in many regional markets.   

 
CICV has prepared this valuation extract on the basis of, and limited to, the financial and other 
information (including market information and third party information) referred to in the valuation 
extract and contained in the full valuation report. We have assumed that the third party information is 
accurate, reliable and complete and confirm that we have not tested the information in that respect. 
 
Liability Disclaimer 
 
In the case of advice provided in this valuation extract and our full valuation report which is of a 
projected nature, we must emphasise that specific assumptions have been made by us which appear 
realistic based upon current market perceptions. It follows that any one of our associated assumptions 
set out in the text of this valuation extract may be proved incorrect during the course of time and no 
responsibility can be accepted by us in this event. 
 
This valuation extract has been prepared subject to the conditions referred to in our Qualification & 
Warning.  
 
CICV has prepared this valuation extract which appears in the Circular. CICV were involved only in the 
preparation of this valuation extract and the valuation referred to herein, and specifically disclaim any 
liability to any person in the event of any omission from, or false or misleading statement included in 
the Circular, other than in respect of the valuation and this valuation extract. We confirm that this 
valuation extract may be published in the Circular. 
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The valuation is current as at the date of the valuation only. The value assessed herein may change 
significantly and unexpectedly over a relatively short period as a result of general market movements 
or factors specific to the particular property. We do not accept liability for losses arising from such 
subsequent changes in value. Without limiting the generality of the above comment, we do not 
assume any responsibility or accept any liability where this valuation is relied upon after the expiration 
of three months from the date of the valuation, or such earlier date if you become aware of any factors 
that have any effect on the valuation. 
CICV confirms that it does not have a pecuniary interest that would conflict with its valuation of the 
property. 
 
Property Description 
 
Address Hermitage Road Winery, Pokolbin, NSW 

Brief Description The subject property comprises a winery complex known as Hermitage Road Winery. 

Improvements include the main winery complex, with the Bluetongue Brewery and San Martino & 
Hermitage Function Centre situated to the southern elevation.  Situated adjacent to the main winery 
building is a freestanding cellar door, with the property well landscaped. 

The cellar door is leased to “The Hunter Resort Pty Ltd”, until 30 June 2021 with a rental of 
$39,816per annum. The winery portion of the property is currently not leased and many of the items 
of plant appear to have been decommissioned.  

Formally the winery had an operating capacity of around 3,000 tonnes however a number of the tanks 
have been moved off site and significant works would be required to return it to a facility of this size. 

The bulk of the former winery buildings are considered to have limited storage value as the winery 
was largely constructed over two levels which restricts the warehousing ability of the sheds. 

The property is located at Pokolbin in the Hunter Valley of NSW, approximately 75 kilometres north-
west of the Newcastle Central Business District (CBD) and some 170 kilometres north of the Sydney 
CBD. 

Zoning Rural 1(a) Singleton Shire Council 

Lessee The Hunter Resort Pty Ltd 

Rent $39,816 per annum excluding GST 

Lease Expiry Date 30 June 2021 

Rent Review CPI  

Option Nil 

Property Classification Investment 

 
Certificate of Title 
 
Title Details 

Search Date 7 December 2010    
Local Government Area Singleton    
Parish Rothbury    
County Northumberland    
Legal Description Folio Registered Proprietor Area 

Lot 301 in Deposited Plan 877541 301/877541 Australian Executor Trustees (SA) Limited  40.00 
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Site Contamination 
 
A visual site inspection in consideration of the past land uses has not revealed any obvious pollution 
or contamination.   
 
The property has been used for Winery purposes for many years.  During these activities, chemicals in 
the would have been stored and applied to the land as well as fuel and oils stored on the land.  These 
activities could have given rise to low level contamination similar to that found in the district and 
reflected in the prices paid generally for land in the area. 
 
We are not aware of the fully details with regard to usage of the site prior to the current use, however, 
we have no cause to believe that the site has been contaminated.   
 
We advise that we are not experts in the detection or quantification of any environmental problems, 
and accordingly have not carried out a detailed environmental investigation. 
 
Therefore, this valuation is made on the assumption that there are no actual or potential contamination 
issues affecting: 
 
i) the value or marketability of the property; 
ii) the site. 
 
Verification that the property is free from contamination and has not been affected by pollutants of any 
kind should be obtained from a suitably qualified environmental professional.  Should subsequent 
investigation say that the site is contaminated, this valuation will require revision. 
 
At the time of inspection there were no signs of visible site contamination. We are unaware of any past 
or proposed use of the land that could create potential liabilities under the environmental use 
protection legislation. 
 
We have not been provided with an environmental audit report of this site. 
 
Building Materials 
 
We have not sighted any form of Asbestos Register in relation to the subject property.  
 
Our site inspection did not reveal any obvious signs of asbestos products, however we cannot certify 
the site free of contamination. 
 
We recommend that if the parties whom wish to rely on this report have any concerns in relation to 
potential asbestos contamination, they should request the owner to commission a survey and to 
prepare an Asbestos register. 
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Building Condition and Utility 
 
We are not aware of any notices currently issued against the property and we have made no enquiries 
in this regard.  Expert opinion has not been sought in respect to the building structure or the plant and 
equipment, however our limited enquiries have not revealed any major defects. The improvements are 
considered to be in reasonable condition for their age. 
 
We have assumed that the property complies with the appropriate statutory, building and fire safety 
regulations. 
 
We have also assumed that there is no timber infestation, asbestos or other defect and have made no 
investigations for them nor have we undertaken a structural survey or tested the building services. 
 
Valuation 
 
We assign the following value to the subject property as at 31 December 2010 and subject to the 
existing leases, comments, terms, conditions and assumptions contained within and annexed to our 
report, in fee simple and assuming the property is free of encumbrances, restrictions or other 
impediments of an onerous nature which would affect value:  
 
 
On a Leased Basis 
$1,500,000 – GST Exclusive 
(ONE MILLION FIVE HUNDRED THOUSAND DOLLARS) 
 
 
Colliers international Consultancy and Valuation Pty Limited 

 
Angus Barrington-Case, AAPI 
Certified Practising Valuer  
B Bus Prop (Val), NSW Licence No 7259 
17 December 2010 (Date of Signing Report) 
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Summary of Valuation 
 

Property Market value in existing state as at 31 December 2010 

Hermitage Road, Pokolbin, NSW, Australia $1,500,000 
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Valuation Extract 
 
Property Description Particulars of 

Occupancy 
Market Value in 
existing state as 
at 31 December 

2010 

Hermitage 
Road, Pokolbin, 
NSW, Australia 

The subject property comprises a winery complex known as 
Hermitage Road Wines. 

Improvements include the main winery complex, with the 
Bluetongue Brewery and San Martino & Hermitage Function 
Centre situated to the southern elevation.  Situated adjacent to 
the main winery building is a freestanding cellar door, with the 
property well landscaped. 

The cellar door is leased to The Hunter Resort Pty Ltd until 30 
June 2021 with a rental of $39,816per annum. The winery 
portion of the property is currently not leased and many of the 
items of plant appear to have been decommissioned.  

Formally the winery had an operating capacity of around 3,000 
tonnes however a number of the tanks have been moved off 
site and significant works would be required to return it to a 
facility of this size. 

The bulk of the former winery buildings are considered to have 
limited storage value as the winery was largely constructed 
over two levels which restricts the warehousing ability of the 
sheds. 

The property is located at Pokolbin in the Hunter Valley of NSW, 
approximately 75 kilometres north-west of the Newcastle Central 
Business District (CBD) and some 170 kilometres north of 
Sydney.  

The property is currently 
tenanted with the current 
30 year term expiring on 
the 30 June 2021.  

 

$1,500,000 

 
 



 

 

 
 

CONTACT DETAILS 
MOB 61 438 384 485 
DIR 08 8305 8858 
FAX 08 8385 0258 
 
Colliers International Consultancy and  
Valuation Pty Limited 
ABN    88 076 848 112 
Level 10, Statewide House, 99 Gawler Place 
Adelaide  SA  5000 
 
www.colliers.com.au COPYRIGHT Colliers International.

Colliers International Consultancy & Valuation offers a range of valuation 
services in the following specialist areas: 

 
Commercial 

Industrial 
Retail (including Bulky Goods) 

Hotels 
Healthcare & Retirement Living 

Development 
Corporate Valuations 

Plant & Machinery 
Extractive Industries & Waste Management 

Rural & Agribusiness 
Wine Industry 

Consultancy Services 

 




