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Summary 
 

 Reported profit of $4.8 million. 

 Earnings per share of 2.7 cents. 

 Interim dividend declared of 1.5 cents. 

 The trading environment for gold detection products into our three main 
African markets was depressed for the last nine months of calendar year 
2013. 

 The cost base of the organisation has been restructured and reduced by 
around $10 million per annum. 

 The current expense base now supports a baseline business of circa $150 
million revenue, with upside potential from future gold rushes.  

 The release of our new Envoy software-defined radio and a strong pipeline of 
new products, coupled with on-the-ground market development, has the 
business well placed to deliver future profit growth. 

 We continue to see long-term growth opportunities in each of our three 
business units. 

 
The Board of Codan Limited has announced a net profit after tax of $4.8 million for 
the half year ended 31 December 2013, compared to the prior year of $26.5 million.  
The prior year period was a record half in what was a record year for the company, 
with significantly higher sales of metal detectors into Africa.  Underlying net profit 
after tax for the half year ended 31 December 2013 was $4.5 million from $61.1 
million of revenue. 
 
Dividend 
 
The company announced an interim dividend of 1.5 cents per share, fully 
franked.  The dividend has a record date of 14 March 2014 and will be paid on 1 
April 2014. 
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Financial Performance 

 
     

  Half Year ended 
  Dec-13 Dec-12 
  $m % $m %
Revenue   

Communications products* 23.6 39% 32.3 24% 
Metal detection 32.9 54% 91.2 67% 
Mining technology 2.4 4% 9.4 7% 
Other 2.2 3% 3.0 2% 
Total revenue 61.1 100% 135.9 100% 
        

Underlying business performance       
     EBITDA 11.3 18% 45.8 34% 
     EBIT 6.5 11% 39.9 29% 
     Interest (1.3)   (0.9)   
     Net profit before tax 5.2 8% 39.0 29% 
Taxation 0.7 11.6 

Underlying net profit after tax 4.5 7% 27.4 20% 
        

Non-recurring (income)/expenses after tax**    0.3 (0.9)    
 
Net profit after tax 4.8   26.5   

Underlying earnings per share, fully diluted 2.5 cents 15.8 cents 

Dividend per share 1.5 cents 6.0 cents 
*    The prior period ended 31 December 2012 includes the discontinued satellite communications operation which 

contributed sales of $7.8 million.   
**   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. 

 

The company has produced record sales and profitability over the past four years, 
with significant growth in sales of metal detectors into Africa. In the latter half of 
FY13, a number of external factors reduced demand for our metal detection products 
in Africa. This lower demand has continued throughout the first half of FY14 and, as 
a result, sales have declined and the company’s profitability has been adversely 
impacted during this period. 
 
Profitability margins have decreased over the prior year as a result of the lower level 
of higher-margin gold detector sales into Africa. 
 
In response to the lower sales performance in the first half, management restructured 
the expense base of the company.  Despite this restructure, we have maintained 
investment levels in new product development to ensure that our new product 
platforms are brought to market as soon as possible. 
 
Expense reductions of $10 million per annum were implemented during the 
restructure and took effect early in the first half. In addition to these savings, a 
number of volume-related expense reductions were realised in the first half. 
Expenses in the second half are expected to be similar to the first. 
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Net borrowings have increased to $64 million which is well inside the company’s debt 
facility of $85 million.  This facility was renegotiated in the first half and has an expiry 
date of 31 October 2016.  The payment of the final dividend and tax liabilities from 
the record FY13 year were major contributors to the increase in borrowings. 
 
After a number of years of stock shortages and delivery delays, the company made a 
strategic decision in FY13 to invest in more metal detection inventory to ensure we 
maximised our competitive position in periods of high demand.  This brought great 
success in FY13, however the decline in sales has resulted in higher levels of metal 
detection inventory than planned.  Action is being taken to convert this inventory to 
cash in a controlled and appropriate manner. 
 
An update on the trading conditions being experienced by each of the company’s key 
business units is as follows: 
 
Metal Detection 
 
Minelab’s key markets in Africa for the sale of gold detectors continue to be volatile.  
Over the past year, sales have been impacted by a number of factors, most notably 
civil unrest in Sudan, extreme weather conditions, counterfeits and a general level of 
political instability in Western Africa.  
 
With the civil unrest in Sudan reducing the number of prospectors in that region, we 
are seeing a strong second-hand market of used detectors in and between our key 
markets, which has limited our ability to sell new detectors into these markets. 
 
The combination of all these factors resulted in our gold detector sales in the first half 
being approximately $50 million (or 80%) down on the prior year first half. 
 
We remain confident that our on-the-ground approach to global business 
development and our world leading products have us better positioned than anyone 
else to take advantage of gold rushes as and where they occur.  
 
A number of market-leading technology platforms are planned to be released, 
including a Low Cost Metal Detector in FY15, which will take us into a significant new 
market. Work on the next generation of gold and mine detecting technologies is also 
well underway.  In addition, a new mid-priced, compact and fully waterproof gold 
detector will be released in April 2014. 
 
The consumer market for metal detectors continues to be strong and relatively 
predictable, and has grown significantly in recent years.  The release of our F3 
compact mine detector has been very well received and we continue to see new 
opportunities for our mine detecting technology across a number of markets.  Our 
consumer and mine detection products provide a solid foundation for the Minelab 
business and, with our ongoing investment in new technology and market 
development, we expect this to continue. 
 
Radio Communications  
 
Momentum continues to build in our Radio Communications business and we enter 
the second half of FY14 with our strongest order book for a number of years.   
 
Demand for our new Envoy HF radio has grown rapidly over the past few months as 
customers recognise the quality of our digital voice and simple user interface. Due to 
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its world-class voice clarity and our turnkey approach incorporating land mobile radio, 
our HF solutions are now able to compete in communication projects that were 
previously not available to us.   
 
The Envoy HF radio has now been deployed in multiple languages, which will 
enhance our position in emerging world markets and keep us ahead of the 
competition.  We continue to see opportunities to grow our HF business by 
expanding into new geographic regions and taking market share. 
 
Our land mobile radio products are predominantly sold into the US government 
market.  Sales have been impacted by the well-publicised cuts in US government 
spending, and while sales are not yet back to expected levels, we have restructured 
the business and seen an improvement in the first half. 
  
The future development of our radio communications business will leverage our well-
established HF and land mobile radio platforms to enable us to follow global 
communications trends, which require resilient radio networks that have the ability to 
connect over multiple communications platforms. 
 
Mining Technology  
 
Minetec has made a number of breakthroughs in the last six months, working with 
five of the world’s largest underground miners to establish key mine reference sites 
for its underground mine safety and productivity solutions.  
 
Sales in the first half have declined versus the prior year corresponding period, as 
Minetec transitioned its focus from the supply of more traditional mining services to 
the commercialisation of its own technology solutions. 
 
Minetec has won a competitive tender to install a fully operational proof-of-concept 
for its mine simulation software with one of the world’s largest overseas mining 
groups.  This installation is due to be completed in the second half, and success will 
lead to a pilot mine installation with subsequent rollout to multiple mine sites. 
 
Minetec is now successfully commercialising its technology in a challenging industry 
environment against global competitors. We are well positioned to play a key role in 
assisting the mining industry to transition from conventional labour-intensive mining 
practices to more efficient mechanised mining, and then ultimately to autonomous 
mining techniques. 
 
Outlook 
 
Although sales have been softer during the past nine months, our baseline metal 
detection business remains strong, and we remain confident of future growth as we 
continue to develop new market-leading products and extend our global reach, all 
supplemented by the upside of future gold rushes. 
 
Radio Communications continues to broaden its business by leveraging off the new 
Envoy product platform, expanding into new growth markets and offering an   
integrated solution incorporating our land mobile radio capability. 
 
Although history shows our sales can sometimes be volatile due to the nature of our 
gold detector markets, where gold discoveries can occur at any time and anywhere, 
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we have a solid baseline business from which to grow and are supplementing this 
with heavy investment in new product development and entry into adjacent markets. 
 
Codan has demonstrated an ability over many years to leverage its key technologies 
to many markets and customers across the globe, and to deliver excellent returns to 
shareholders. Our strategy and plans for the future are strong, we have excellent 
people and have significant opportunities across all three business units. 
 
While management and the Board are focussed on achieving a stronger second half 
right across the business, the challenge presented by some of our markets makes it 
difficult to provide profit guidance at this point in time. 
 
 
On behalf of the Board 

Michael Barton 
Company Secretary 
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