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29 August 2008 
 
Company Announcements Office 
ASX Limited 
20 Bridge Street 
SYDNEY NSW 2000 
 

 

Half Yearly Report – Appendix 4D & Commentary 

 

Net Profit Before Tax of $28.1 million for Half Year. 

Interim Dividend of 22 cents per share. 

 

A. P. Eagers Ltd (APE) is pleased to announce a profit before tax of $28.1 million for the half year 
ended 30 June 2008 as compared to $16.4 million for the half year ended 30 June 2007. The result 
includes a trading profit of $16.6 million compared to $16.4 million for the previous corresponding 
period. It also includes an $11.5 million benefit, net of costs, from a tax refund of GST on holdback 
payments.  

Financial Highlights 

• Revenue from operations increased by 14% compared to the corresponding period of 2007. 

• EBITDA increased by 56% to $44.2 million, and EBIT increased by 61% to $40.8 million. 

• A net benefit of $11.5 million before tax was recognised as a refund of GST on manufacturer 
holdback income.  

• Trading results at EBITDA and EBIT level improved by 16% excluding the GST refund. EBIT 
margin to sales, excluding the GST refund, was 3.3%, compared to 3.2% in the corresponding 
period of 2007. 

• Profit before tax increased by 71% compared to the previous corresponding period. 
Excluding the GST refund, profit before tax of $16.6 million was marginally higher reflecting 
the adverse impact of higher borrowings costs and a slowdown in retail activity in the last 
quarter. 

• Cash flow from operations of $12.4 million, decreased by 29% compared to 2007, reflecting 
higher borrowing costs and increased working capital.   
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• Debt levels increased primarily as a result of funding the Bill Buckle Auto Group acquisition 
and seasonally higher vehicle inventories. EBITDA Interest Cover decreased to 2.6 times 
(excluding the GST refund) from 3.2 times at 31 December 2007. Borrowing costs increased 
by 43% to $12.6 million, reflecting an increase in overall borrowings to $424 million from 
$322 million as at 31 December 2007, and higher interest rates. Bank borrowings of $174 
million are drawn from a commercial bill facility and are not subject to a short term 
repayment schedule.  Bailment inventory finance of $250 million is secured by vehicle 
inventory and related receivables. 

• A fully franked interim dividend of 22 cents per share (2007: 22 cents) has been declared 
and will be paid on 30 September 2008 to shareholders registered on 22 September 2008 
(the Record Date). 

• The company’s dividend reinvestment plan (DRP) will be available in respect of the interim 
dividend. Shares will be allotted under the DRP at a 5% discount to the weighted average 
market price of APE shares traded on the ASX in the five trading days prior to and including 
the Record Date. 

Operational Highlights 

• The company acquired the Bill Buckle Auto Group and associated properties located on the 
Northern Beaches of Sydney.   

• Higher interest rates, fuel and food costs, and a weakened stock market reduced household 
discretionary spending and triggered a slowdown in private retail vehicle demand. However, 
business demand has remained strong.   

• The used car business performance was negatively impacted by reduced new car prices and 
a rapid fall in buyer interest for less fuel efficient vehicles. The company’s stock turn, 
provisioning and valuation policies will ensure that the business adjusts quickly to the 
change in vehicle values.  

• The company’s commission based retail finance income increased substantially in the half 
year reflecting the increased competitiveness of the finance arrangements established by 
the company in late 2007.  A.P. Eagers now facilitates finance offerings for its retail 
customers that are more attractive and highly competitive when compared to traditional 
bank lending for vehicle purchases. 

• The difficult trading conditions experienced in the new and used car business in the half year 
were substantially offset by improved profitability of the parts and service business. The 
trading performance of the parts business improved, with revenue and margin improving by 
12% and 21% respectively. The vehicle service business also performed strongly, growing 
revenue and margin by 32% and 40% respectively. 

• Optimisation of property usage and operational integration continued with the relocation of 
the City Mitsubishi dealership to a combined Holden/ Mitsubishi site at Windsor, Brisbane, 
the relocation of the City Peugeot dealership to a site adjacent to Metro Ford in Fortitude 
Valley, Brisbane, and the addition of a Subaru franchise to the company’s Torque Brendale 
location. 
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Results Summary 

Consolidated results  

Half Year Ended 30 June 2008. 

 

2008

$’000 

2007 

$’000 

 

Increase/(Decrease) 

Revenue from operations  895,714  788,102  14% 

Other revenue  13,950  712  ‐ 

Total revenue  909,664  788,814  15% 

       

Earnings before interest, tax, depreciation and 
amortisation (EBITDA) 

44,244  28,332  56% 

Share of associates profits (losses)  790  850  (7)% 

EBITDA after equity accounting.  45,034  29,182  54% 

Depreciation and Amortisation  (4,280)  (3,899)  10% 

Earnings before interest and tax (EBIT)  40,754  25,283  61% 

Borrowing costs  (12,642)  (8,859)  43% 

Profit before tax  28,112  16,424  71% 

Income tax expense  (8,276)  (4,800)  72% 

Profit after tax  19,836  11,624  71% 

       

Earnings per share  ‐ basic   67.9 Cents   42.7 Cents  59% 

 

Results Commentary 

Sales revenue from operations was $896 million for the half year, an increase of 14% on 2007 
($788million). Revenue from existing operations increased by 2%, reflecting slowing new car 
demand and reduced used car revenue. The acquisition of the Bill Buckle Auto Group contributed 
$39 million to the increase in revenue. 

Following a Federal Court decision in February 2008, the company lodged claims for GST paid on 
manufacturer holdback income. The gross value of the claim of $12.1 million is included in other 
revenue.  The costs associated with the claim of $0.6 million are included in other expenses. A net 
benefit of $11.5 million before tax is included in profit results. 

According to Federal Chamber of Automotive Industry statistics, Australian new motor vehicle sales 
for the period January to June 2008 increased by 3.5% on 2007. State by State performance varied 
significantly with the Queensland market declining by 0.7%, and New South Wales, Northern 
Territory and South Australia increasing by 2.2%, 10.2% and 8.0% respectively. 

National passenger vehicle sales declined by 1.6%, but were more than offset by increases of 13.2%, 
10.4% and 8.7% in SUV, light commercial and heavy commercial sales. 

Whilst private buyer demand has been flat or declining in the eastern states, this has been offset in 
part by continued strong business demand. Government demand has also declined and there has 
been a significant shift in rental vehicle sales from Queensland to Victoria as a result of an increase 
in stamp duties in Queensland from 1 January 2008 
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Toyota extended its market leadership with sales of 127,440 units from January to June 2008, 
despite a 10.8% decline in passenger sales. Toyota’s market share of 23.5% now exceeds the 
aggregate of the second and third largest market participants, and is driven by the strength of its 
SUV and light commercial products. Holden lost 2.1% to a market share of 12.4% in June 2008 
compared to 14.5% for January to June 2007. Ford’s sales declined 0.4% to a market share of 10.0%. 
Mazda and Volkswagen were the only other top 10 brands to gain significant market share, while 
Honda and Nissan lost market share in the January to June period. 

A.P. Eagers half year new car sales increased by 15% to 18,082 units. On a same store basis 
(excluding Kloster Motor Group, Surfers City Holden and Bill Buckle Auto Group) new car sales units 
increased by 2.4%.  New car retailing profitability reduced as a result of a slowdown in private buyer 
demand. 

Used car sales increased by 16% to 7,965 units.  On a same store basis used car sales increased by 
8.2%.  Rapid devaluation of vehicles in the large car market segment in the last quarter adversely 
affected used car business profitability. Strict provisioning and stock turnover policies will ensure a 
prompt return to normal trading.  

The company’s commission based retail finance income increased substantially in the half year 
reflecting the increased competitiveness of the finance arrangements established in late 2007. 

Parts profit margins improved over 2007 levels due to the economy of scale benefits being realised. 

Service revenue and margins improved substantially reflecting the continued growth of the national 
car parc, the number of vehicles less than 5 years old on Australian roads, and the ability of the 
company’s service business to retain new car customers. 

A.P. Eagers Franchised Automotive Retail operating segment contributed a profit before tax for the 
half year of $14.1 million compared to $13.7 million in 2007. The 2008 half year result represents an 
11.3 % annualised after tax return on segment net assets compared with 13.1% in 2007. 

Operational profit before tax from the Property operating segment was $4.5 million, representing an 
after tax return on net assets of 4.6% in 2008 compared with 5.3% in 2007. 

Opportunities for extracting value from the Group’s properties located in Brisbane city fringe areas 
continue to be pursued. 

The acquisition of the Bill Buckle Auto Group included a “back to back” lease book which provides 
lease finance to selected customers. The interest rate exposure is fully hedged and the risk to the 
company is restricted to customer default rates. The default rates have historically been below 
comparable finance books. The present value of receivables of $29.7 million is shown separately in 
current assets and the matched loan facility of $28.7 million is shown separately in current liabilities. 
Company strategy is to utilise commission based finance arrangements and as such, the intention is 
to sell or wind down the lease book.  The associated interest expense, liability and net assets have 
been excluded from borrowings, interest cover and gearing statistics, as the asset is classified as an 
asset held for sale. 

The additional bailment inventory finance associated with dealership acquisitions and debt funding 
of dealership and property acquisitions resulted in an overall increase in borrowings (excluding the 
lease book) to $424 million from $322 million as at 31 December 2007. Borrowing costs (excluding 



5 

 

the lease book) increased by 43% to $12.6 million for the half year. The increase in overall 
borrowings of $102 million funded $61 million of vehicle inventory, $39 million of property, plant, 
equipment and business acquisitions, and $2 million of other working capital.  

EBITDA Interest Cover decreased to 2.6 times as at 30 June 2008, compared to 3.2 times at 31 
December 2007. The EBITDA Interest Cover ratio covenant contained in the company’s commercial 
bill facility was reduced from 2.5 times to 2.25 times without an increase in borrowing costs. 

Gearing (Debt/Debt + Equity), including bailment inventory financing increased to 56.8%, as 
compared to 51.5% as at 31 December 2007. Bailment finance is cost effective short term finance 
secured against vehicle inventory on a vehicle by vehicle basis. Gearing excluding bailment and cash 
on hand was 34.2% compared to 30.5% as at 31 December 2007. 

Cash flow from Operations of $12.4 million compares to $17.5 million for the June 2007 half year, 
reflecting higher borrowing costs and increased working capital.   

A.P. Eagers increased its strategic shareholding in Adtrans Group Limited from 22.4%  to 25.2% at 
the end of June 2008. Adtrans equity accounted net profit after tax contribution for the first half of 
2008 was $1.5 million, compared to $0.3 million in the previous corresponding half year. 

The company’s 19.4% interest in MTQ Insurance Services Limited provided an equity accounted loss 
after tax of $0.7 million, compared to a profit of $0.6 million in the previous corresponding half year. 
The profitability of MTQ’s underwriting business improved significantly due to the achievement of 
additional revenue without addition to the organisation’s fixed cost base, however significant losses 
were incurred on the valuation of MTQ’s investment portfolio. 

Net tangible assets were $8.37 per share compared to $8.38 per share as at 31 December 2007. 

Earnings per share increased by 59% compared to the previous corresponding half year. However, 
excluding the GST refund, earnings per share declined by 6%.  

Outlook 

The broad based slowdown in Australian retail activity is likely to continue well into the second half 
and will impact new and used car profit performance. However, we believe new and used car 
performance is likely to improve mid way through the second half as the inventory value adjustment 
completes and more normal trading conditions return. 

The growing number of vehicles on Australia’s roads (i.e. the national car parc) will continue to 
support the profitability of the company’s parts and service business, and the highly competitive 
finance arrangements the company has in place will support the new and used car business. 

Strategically, the company is using the current period of more difficult external trading conditions to 
ensure the business is robust and well funded. Although the company is already well positioned 
within the industry, when the economic climate turns, the company intends to emerge in an even 
stronger position and ready to take advantage of opportunities that will emerge. 

Having achieved a record half year profit inclusive of the GST refund, which is offset by current 
increased interest costs and slower trading conditions, the company forecasts a net profit before tax 
of $38 to $42 million for the full year ending 31 December 2008 (2007: $40.0 million). This is based 
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on expectations of interest rate relief for consumers and a consequential increase in retail spending 
over the next few months. 

This forecast result along with a strengthening balance sheet through the rationalisation of some 
underperforming assets is expected to position the company well for 2009 particularly in an 
improving interest rate environment. 

 
Yours faithfully 
A.P. Eagers Limited 
 

 
Martin A Ward 
Chief Executive Officer 
 
 
 
 
 
 
 
Further information:  Mr Martin Ward 

Chief Executive Officer 
Ph: (07) 3248 9455 

 
 
For more information on A. P. Eagers Ltd, visit www.apeagers.com.au 
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Appendix 4D 
 

Half year report 
 

1. Company details 
Name of entity 

A.P.Eagers Limited 
 
ABN or equivalent company 
reference 

  Half year ended (‘current period’)  Half year ended (‘previous period’) 

87 009 680 013 
 

     30 June 2008       30 June 2007 

 
 

    

2. Results for announcement to the market $A’000’s 
 
2.1 Revenues from ordinary activities 
 

up  15.3% to 909,664 

2.2 Profit (loss) from ordinary activities after tax 
 attributable to members 

Up 70.6% to    19,836 

2.3 Net profit (loss) for the period attributable to 
 members  

Up 70.6% to     19,836 

2.4 Dividends  Amount per security Franked amount per 
security  

 Interim dividend declared  
22.0¢ 

 
22.0¢ 

  
2.5 +Record date for determining entitlements to the 
 dividend. 

22 September 2008  

  
2.6 Brief explanation of any of the figures in 2.1 to 2.4 above necessary to enable the figures to be 

 understood.  
 
Following a Federal Court decision in February 2008, the company lodged claims for GST incorrectly paid 
on manufacturer holdback income. The gross value of the claim of $12.1 million is included in other 
revenue .  The costs associated with the claim of $0.6 million are included in other expenses. A net benefit 
of $11.5 million before tax is included in profit results. 

 
 

 
 
 

3. NTA backing 
 

 Current period 
 

Previous corresponding 
Period 

  
Net tangible asset backing per +ordinary 
security 

$8.37 
 

$7.64 
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4.1 Control gained over entities                         
 

 

 
Name of entity (or group of 
entities) 
 

Bill Buckle Auto Group 

   

 Date control gained  
1 April 2008 

 

 
Contribution of such entities to the reporting entity’s profit/ 
(loss) before tax, internal rent, internal interest and 
corporate charges from ordinary activities during the period 
(where material). 
 

$’000 
860 (3 Months) 

 

 
Profit(loss) from ordinary activities and extraordinary items 
after tax of the controlled entity (or group of entities) for 
the whole of the previous corresponding period. 
 

$’000 
748 (6 Months) 

 
4.2 Loss of control over entities                            N/A 

 
 Name of entity (or group of entities) 

  
 

 Date control lost  

  
Contribution of such entities to the reporting entity’s profit/ 
(loss) from ordinary activities during the period (where 
material). 
 

 
$ 

  
Consolidated profit/(loss) from ordinary activities of the 
controlled entity (or group of entities) whilst controlled during 
the whole of the previous corresponding period (where 
material). 
 

 
$ 

 
 
5 Dividends  
 
 

Individual dividends per security  
 

  Date dividend 
is payable 

Amount per 
security 

Franked 
amount per 
security at   
30% tax  

Amount per 
security of 

foreign 
source 

dividend 
  

Interim dividend: Current year 
 
30/09/2008 22.0¢

 
 22.0¢  Nil¢

  
  Previous year 

 
24/09/2007 22.0¢

 
 22.0¢  Nil¢
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6 Dividend Reinvestment Plans 
The +dividend or distribution plans shown below are in operation. 
The A.P.Eagers Limited Dividend Reinvestment Plan 
 
 
  
The last date(s) for receipt of election notices for the 
+dividend or distribution plans  

 
5.00pm on 22 September 2008 

 
 
 
7  Details of associates and joint venture entities                   
 
 
Name of associate/joint venture Reporting entity’s percentage 

holding 
Contribution to Net profit/(loss) 
(where material) 

  
Current Period 

Previous 
corresponding 
period 
 

 
Current Period 
$’000 

Previous 
corresponding 
period  
$’000 

     

MTA Insurance Limited  19.43% 19.43% (668) 550 

Adtrans Group Limited 25.24% 19.76% 1458 300 

     

 
 

 
Group’s aggregate share of associates’ and joint 
venture entities’ profits/(losses) (where material): 

Current period 
$A'000 

Previous 
corresponding 
period - $A'000 

 Profit/(loss) from ordinary activities before tax 1,128 1,214 

 Income tax on ordinary activities (338) (364) 

 Profit/(loss) from ordinary activities after tax 790 850 

 Extraordinary items net of tax - - 

 Net profit/(loss) 790 850 

 Adjustments - - 

 Share of net profit/(loss) of associates and joint 
venture entities  

790 850 
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Sign here:  ............................................................ Date: ..29 August 2008......................... 

(Company Secretary) 
 
 
Print name:  .............D.G. Stark............................................ 
 
 
 
 
 
 
 
 
 
 



A. P. EAGERS LIMITED 
DIRECTORS’ REPORT 
 

Page 1 of 1 

Your Directors present their report on the consolidated entity consisting of A. P. Eagers Limited and the entities it controlled at 
the end of, or during, the half year ended 30 June 2008. 
 
Directors 
 
The following persons were Directors of A. P. Eagers Limited during the whole of the half year and up to the date of this report: 
 
B W Macdonald, N G Politis, A J Love, M A Ward and P W Henley. 
 
Review of Operations and Results 
 
The consolidated entity achieved a net profit after tax of $19.8 million for the half year ended 30 June 2008 (2007: $11.6 
million). Further review of the consolidated entity’s operations during the half year and the results of those operations are 
included in pages 1 to 6 of the announcement at the front of this document. 
 
Dividend 
 
A fully franked interim dividend of 22 cents per share (2007: 22 cents) has been declared and will be paid on 30 
September 2008 to shareholders registered on 22 September 2008 (the Record Date). 

The company’s dividend reinvestment plan (DRP) will be available in respect of the interim dividend. Shares will be 
allotted under the DRP at a 5% discount to the weighted average market price of the company’s shares traded on the 
ASX Limited in the five trading days prior to and including the Record Date. 

Auditor’s Independence Declaration 
 
A copy of the Auditor’s independence declaration under section 307C of the Corporations Act 2001 is attached. 
 
Rounding of Amounts to Nearest Thousand Dollars 
 
The company is of a kind referred to in Class Order 98/0100 issued by the Australian Securities & Investments Commission 
relating to the “rounding off” of amounts in the Directors’ Report and Financial Report.  Amounts in the Directors’ Report and 
Financial Report have been rounded off to the nearest thousand dollars in accordance with that Class Order. 
 
This report is made in accordance with a resolution of the Directors. 

 
Martin A Ward 
Director 
 
Brisbane 
29 August 2008 




























