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Review and results of operations 
 
FY13 highlights: 

 Highest reported profit of $45.4 million 

 Earnings per share of 25.8 cents 

 Annual dividend increased to 13 cents 

 Strong growth of metal detector sales into new markets 

 Major new product release in Radio Communications  

 Strategic acquisition of land mobile radio business 

 Delivery of key mining technology reference sites by Minetec 

 Inclusion in the ASX 300 index 
 
The Board of Codan Limited has announced a net profit after tax of $45.4 million for 
the year ended 30 June 2013 compared to the prior year of $23.1 million, an increase 
of 97% over FY12 and an increase of 46% over the previous highest underlying profit 
recorded by the company.  
 
Dividend 
 
The company announced a final dividend of 7 cents per share, fully franked, 
bringing the full year dividend to 13 cents compared to 9.5 cents for FY12, an 
increase of 37%. The dividend has a record date of 13 September 2013 and will 
be paid on 1 October 2013. 
 
Codan has a long history of delivering a sustainable and progressive fully franked 
dividend payment to shareholders. Since the company listed in November 2003, the 
company’s yearly dividend has increased from 5.5 cents per share to 13.0 cents per 
share for the year ended 30 June 2013.  
 
The Board’s objective is to pay a dividend that is considered sustainable and that has 
a payout ratio of at least 50%. 
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Financial Performance 
 

  
FY13 FY12   

  $m % of sales $m % of sales

Revenue   

Communications products 58.0 24% 66.4      37%   

Metal detection products     166.3 68% 98.6     55% 

Mining technology 14.5 6% 9.3       5% 

Other   5.5 2% 5.1       3% 

Total Revenue     244.3 100% 179.4       100% 

          

Underlying business performance         

     EBITDA 76.3 31% 51.7     29% 

     EBIT 64.7 26% 43.2     24% 

     Interest   (1.7)       (3.4)   

     Net profit before tax 63.0 26% 39.8     22% 

Underlying net profit after tax       45.4 19% 27.9     16% 
          

Non-recurring income/(expenses) after tax:*          (4.8)     

          

Net profit after tax      45.4          23.1    

Underlying earnings per share, fully diluted  25.8 cents   17.0 cents   

Dividend per share 13.0 cents     9.5 cents   

* Non-underlying income / (expenses) are considered to be outside of normal business activities of the group and for 
comparability reasons have been separately identified. The methodology of identifying and quantifying these items is 
consistently applied from year to year. Underlying profit is a non-IFRS measure used by management of the 
company to assess the operating performance of the business. The non-IFRS measures have not been subject to 
review or audit. For the year ended 30 June 2013, the net impact of non-recurring items on the profits of the company 
were immaterial. Non-recurring items in the prior year related to the disposal of a discontinued operation and 
acquisition costs; refer to the 2012 Annual Report for a full reconciliation. 
 

The record revenue and profitability of the company in FY13 has been driven by the 
spike in growth of metal detector sales into the small-scale gold mining fields of 
Africa. 
 
Profitability margins have increased over the prior year as the sale of Minelab’s 
highly valued metal detectors represents a greater proportion of sales. The company 
also continues to leverage its continuous improvement culture to reduce 
manufacturing costs. 
 
Codan remains committed to maintaining a significant advanced manufacturing 
centre of excellence in Adelaide. In recent years, increased investment has been 
made in engineering, product design, business development and marketing, where 
employee numbers have grown from approximately 160  to 190 during the past 12 
months.   
 
In order to remain globally competitive, Codan must continually seek opportunities to 
increase the productivity and flexibility of its operations. As the company strives to 
become even more competitive, outsourcing of more high-volume, low-complexity 
products to our manufacturing partner in Malaysia has become necessary. This  is 
expected to deliver savings of at least $2 million per annum from our Australian and 
Canadian operations. Our Adelaide facility remains an essential part of our overall 
manufacturing strategy by providing a world-class environment for new product 
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development, low-volume, high-complexity production and manufacturing of security 
and military products. 
 
An update on the trading conditions being experienced by each of the company’s key 
business units is as follows: 
 
Metal Detection 
 
Over the past four years, Minelab has delivered excellent financial results, with FY13 
being another record sales and profit year. While all areas of the Minelab business 
have grown over this period, it has been the sale of metal detectors into the small-
scale gold mining markets of Africa that has dominated the results.  
 
As reported by the Board in June 2013, some of these markets have been impacted 
by civil unrest, which contributed to the lower sales level experienced in the last two 
months of FY13. There are also a number of other factors that influence the general 
level of demand for gold detectors in Africa. 
 
The primary driver of demand for gold detection machines in Africa is the adoption of 
metal detection technology by small-scale gold miners and the success they have in 
finding gold. These small-scale gold miners have previously used primitive and 
environmentally damaging mining techniques to find gold. Minelab’s world-leading 
metal detectors are revolutionising the way that gold is found by these miners.  
 
Climate and religious events, such as Ramadan which currently occurs in 
July/August,  also impact metal detector sales in Africa. From April to June, West 
Africa experiences its wet season and North East Africa experiences its hottest 
months, with average temperatures over 40 degrees. These extreme weather 
months impact the number of prospectors and therefore lead to lower demand for 
gold detectors over this period. 
 
Another variable which may affect the number of detectors sold is the price of gold 
which, although not at its recent record high, still rewards prospectors well. Our 
analysis of Minelab’s previous years’ sales history shows little correlation between 
the number of gold detectors sold and the price of gold; however, it is clear that a 
high gold price is a positive factor for the business.  
 
A number of key actions have been taken which we believe have significantly 
reduced the impact of gold machine counterfeits, including the use of security labels 
and SMS systems to give comfort to customers that they are buying a genuine 
Minelab metal detector.  
 
During FY13, the operations of Minelab have been reorganised to increase the 
number of staff and resources that are dedicated to this small-scale gold mining 
market. With strong business development activities now occurring in a number of 
countries across Africa, Central and Latin America, and Asia, Minelab is well placed 
to continue with the medium-term development of this gold mining segment. 
 
In addition to the sale of gold detectors into Africa, Minelab continues to sell metal 
detectors into the developed world economies of Australia, United States, Europe 
and Asia. This part of the Minelab business represents approximately one third of 
Minelab sales and has achieved strong and steady growth in recent years. 
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Minelab continues to invest in growing this consumer market, and excellent progress 
has been made with large retail chains across the globe to have them carry and 
promote our metal detectors to their customers. 
 
Radio Communications  
 
Our radio communications business had a tough year, with the troubled economic 
conditions being experienced throughout the world bringing about tightening of US 
budgets and delays to major programs in the US and across emerging world markets 
in Africa and Central Asia.  
 
In response to the difficult conditions, the acquisition of Daniels Electronics is a 
critical first step to broaden our business beyond High Frequency (HF) radio and to 
enable Codan to participate in the global Land Mobile Radio (LMR) market space, 
which is significantly larger than the HF market. We will further diversify our radio 
communications business by adding new partners, products and technologies that 
leverage off our HF and LMR products. This will enable Codan to enter higher growth 
markets and act as a prime in certain LMR programs to become a more profitable 
and comprehensive supplier of communications solutions globally.   
 
As a result of the integration of the two businesses, Radio Communications has 
generated supply chain efficiencies, reduced product costs and implemented a more 
effective organisational structure. The integrated product delivery represents a 
unique and differentiated product offering from Radio Communications. 
 
There are a number of positives as we look forward to FY14. We have made 
significant progress in integrating the new LMR business and are now leveraging off 
our international distribution network, which is expected to result in an expansion of 
our sales into new international markets.  
 
The recent renewal of our contracts with all of the major UN agencies has positioned 
us as the radio of choice for humanitarian operations and, given the current level of 
political instability in Africa, has seen this segment of our business grow during the 
past 12 months, partially offsetting the delays experienced with major project awards 
in our security and military markets.  
 
Following its launch in June 2012, the new Envoy™ software-defined radio has 
received strong support from the humanitarian, security and public safety markets, 
after the delivery of products for acceptance testing. Sales continue to grow for 
Envoy™ as customers recognise the value proposition and its unique features. Work 
will be ongoing to entrench this best-in-class product in our markets as the new 
standard in HF. The Envoy™ will also receive a range of enhanced software features 
and capabilities during the next 12 months as we continue to get out in front of and 
drive customer expectations. 
 
Codan has developed a very strong brand name and a reputation for product 
excellence in its established markets worldwide, and we will seek to capitalise on 
these attributes as we develop a strong foundation for medium to long-term growth in 
our Radio Communications business.     
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Mining Technology  
 
Minetec supplies industry-leading communications systems to the mining industry, 
aimed at improving mine productivity and safety. Minetec’s innovative product 
solutions provide an ideal platform to enter this market and grow future revenues.  
 
The Minetec business continues to transition from the development of “game-
changing” communications-based technologies that improve mine productivity and 
safety, to installing the technology in a number of blue-chip mine reference sites. 
More work is still required for the mining industry to recognise the safety and 
productivity improvements delivered by these solutions. 
 
After a slower start than we had originally anticipated, Minetec is well positioned to 
deliver its best-in-class solutions to blue-chip mining companies to improve their 
performance. 
 
Outlook 
 
The Minelab business remains strong, although the previous record level of gold 
detector sales into the African market is being temporarily depressed by a number of 
external factors. The key fundamentals of our metal detection business are stronger 
than ever as we continue to develop and expand our markets across the world.  
 
Radio Communications has broadened its business through the acquisition of 
Daniels Electronics and will further diversify by adding new partners, products and 
technologies that leverage the existing business and position it to move into higher 
growth markets. Like our efforts with Minetec, the benefits of our actions will develop 
over the medium to longer term. 
 
Our sales can sometimes be volatile, particularly as gold discoveries can occur at 
any time and anywhere, and communications projects can often have long lead 
times. In FY12, our second half was significantly stronger than the first and we 
carried that momentum into FY13, resulting in sales and profits much higher than 
previous levels. While sales and profits were lower in the second half of FY13, 
particularly late in the year, we still delivered the second best half-year result in 
Codan’s history. 
 
We enter FY14 without the record level of sales momentum of gold detectors, and 
therefore we expect to return to profit levels more consistent with the first half of both 
FY11 and FY12, with net profit in the range of $10 million to $12 million.  While we 
remain  confident of delivering another good result in FY14, it’s still early in the year 
and therefore we plan to provide a further business update at the company’s annual 
general meeting in October 2013. 
 
We continue to pursue opportunities to broaden and further diversify the business 
through the development of internal technologies, product development and 
identification of adjacent products and markets. We seek acquisitions that look for the 
gaps in technology and know-how that will open opportunity for the future and create 
value for shareholders over the medium to long term. 
 
On behalf of the Board 

Michael Barton 
Company Secretary 
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FOR ADDITIONAL INFORMATION, PLEASE CONTACT:- 
 
Donald McGurk     Michael Barton 
Managing Director & CEO    Company Secretary & CFO 
Codan Limited      Codan Limited 
(08) 8305 0392     (08) 8305 0392 














































































































































