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Review and results of operations
Half-year highlights:


Highest half-year profit in the company’s history



Interim dividend increased by 50% to 6.0 cents



Continued strong growth of metal detector sales



Tough business conditions in Radio Communications, but a major product
release achieved



Successful acquisition of land mobile radio business and related capital
raising



Minetec business continues to transition to a technology solutions supplier
to the mining industry



Second-half profit for FY13 expected to be as strong as first half

The Board of Codan Limited has announced a net profit after tax of $26.5 million
for the half year ended 31 December 2012, compared to the prior period of $9.9
million. Underlying net profit after tax was $27.4 million from $135.9 million of
revenue, which compares to a profit of $10.4 million in the prior period. The
underlying net profit after tax excludes acquisition costs in relation to the
acquisition of Daniels land mobile radio business, and a write down of head office
building assets which have been partially offset by an insurance claim recovery in
relation to the 2011 Queensland floods.
The company announced an interim dividend of 6.0 cents per share, fully
franked, compared to 4.0 cents in the previous interim period, an increase
of 50%.

Codan Summary Financial Performance
Half Year ended
Dec-12
$m

%

Dec-11
$m

%

Revenue
Communications products*
Metal detection
Mining technology
Other
Total revenue

32.3
91.2
9.4
3.0
135.9

24%
67%
7%
2%
100%

36.6
35.2
2.3
74.1

49%
48%
3%
100%

Underlying business performance
EBITDA
EBIT
Interest
Net profit before tax
Taxation

45.8
39.9
(0.9)
39.0
11.6

34%
29%

20.0
16.3
(1.7)
14.6
4.2

27%
22%

Underlying net profit after tax

27.4

20%

10.4

14%

29%

20%

Non-recurring (income)/ expenses after tax**:
Integration and acquisition costs for Daniels
Acquisition costs associated with Minetec acquisition
Qld flood insurance recovery

(0.8)

-

-

(0.5)

0.7

-

Newton building impairment

(0.8)

-

Net profit after tax

26.5

9.9

Underlying earnings per share, fully diluted

15.8 cents

6.3 cents

6.0 cents

4.0 cents

Dividend per share

* Inclusive of discontinued operation.
** 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 continues to focus on the implementation of its strategic plan,
which consists of three major initiatives: invest in ourselves, expand our
businesses and make further acquisitions.
The foundation of our growth strategy is to ensure that we continue to invest
heavily in new product development for each of our businesses to ensure we
remain the number one or strong number two in each of our defined markets.
The half year has seen an increase in new product development spending as we
rapidly invest in the next wave of technologies. The company will also be
proceeding with the redevelopment of its Radio Communications and Minelab
engineering facilities and the corporate head office site at Newton, South
Australia. This $10 million dollar investment, to commence in FY14, is a
statement of the company’s commitment to advanced manufacturing and
attracting the best people.
Secondly, we continue to seek opportunities to further strengthen profitability by
expanding into related businesses offering complementary products and
technologies. The acquisition of Daniels has significantly broadened our product
offering to our radio communications customers, and we continue to seek out
other opportunities to broaden our appeal in the markets we serve.

In addition to these core growth strategies, we are looking to identify acquisition
opportunities that fit our strategy of further diversification. Codan is continuously
on the lookout for profitable businesses that enable us to diversify into different
products and industries, but around a common theme, enabling us to leverage off
our core capabilities and strengths.
Metal Detection
The metal detection division has performed at a record level over the half year.
Strong demand from our gold mining customer base has continued throughout
the half year, and this has driven the high level of performance. We have also
experienced excellent growth from our traditional consumer products over the
half year, with significant growth in sales over the prior period. Minelab continues
to strengthen its position as the global market leader for handheld metal
detectors.
We continue to enjoy the benefits of our significant investment in new market
development in Africa and South America. As we expand our footprint into new
countries and customers embrace the technology and make more and more gold
finds, our sales into these regions have surged.
Having taken our gold detector sales to a new level, the challenge is set to
continue with our marketing efforts into other attractive untapped regions. While
it is too early to know the potential size of these markets, we do know that sales
to existing markets continue to grow, that there are many countries with
promising geology which we have not yet fully addressed, that our products are
the best available and we have a strong team and distribution system in place to
maximise our success.
We believe that the ongoing level of new market development conducted during
the past two years has placed the business in a strong position for the second
half of FY13 and beyond.
Communications Products
The acquisition of Daniels Electronics during the half year is seen as a critical
element to diversify the business beyond HF products and to position ourselves
to supply a more comprehensive and complete radio communications solution.
The integration of the Daniels business is progressing well, and we continue to
see great potential for this acquisition in our global markets.
The Radio Communications division has experienced frustrating delays
associated with the awarding of major projects in Africa and Central Asia during
the past six months and this, coupled with the divestment of our Satellite
Communications business in June 2012, has resulted in a lower first-half sales
result compared to last year.
The sales pipeline continues to grow, but there is a high dependence on the US
and other western governments for funding into many of our developing world
markets, and this has slowed our progress due to the economic pressures faced
by many of these countries. While sales and profitability have not reached the

levels of the prior corresponding period, much work is being done to stay
connected with the market to ensure we are well placed to capitalise on
opportunities when government spending improves. The first shipment of the allnew software-defined radio was made in December, and we believe that we now
hold a competitive advantage with this new product.
Mining Technology
The acquisition some twelve months ago of Minetec, a mining communications
and technology company specialising in mine safety and productivity solutions,
has diversified the company’s revenue base into the mining industry. This
business is in transition from the development of world-leading technology to now
installing the technology in key reference sites. The half year results for this
business unit are representative of this transition phase which we expect to
continue through to FY14.
Outlook
The current record level performance creates a very solid platform as we enter
the second half of FY13. While we expect the difficult economic environment to
remain for Radio Communications and Minetec in the short term, the Board is
confident that with stable market conditions, especially in Africa, Minelab’s
success will continue for the balance of FY13.
Therefore, based on current momentum, we would expect the company to deliver
a second-half profit result for FY13 as strong as the record result that has been
achieved in the first half.
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