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Previous NPAT under NZ GAAP
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No amortisation of goodwill
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5.7

7.3
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Expense acquisition costs

0.0
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Reported NPAT under NZIFRS

4.2

5.5
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TOURISM HOLDINGS LIMITED

RESULTS ANNOUNCEMENT

SIX MONTHS ENDED 31 DECEMBER 2005

Tuesday, 14th February 2006
KEY POINTS

· Net Profit After Tax (NPAT) consistent with November 2005 market guidance, at $4.2 million 

· Significant impact from transition to NZIFRS
· Rentals continue to perform well. Attractions and Coaching performance reduced by the high New Zealand dollar, fuel costs / surcharges and reduced visitor numbers

· NPAT outlook for full year reduced from $17m to $14.5m-$15.5m range 

· Interim dividend maintained at 5c per share

TRADING 

Tourism Holdings Limited (THL) has reported an unaudited Net Profit After Tax (NPAT) of $4.2m for the six months ended 31 December 2005 compared to $5.5m for the comparable six months ended 31 December 2004.

The guidance of $5.5m to $6.0m NPAT for the six months ended 31 December 2005 given at the Annual Meeting excluded the negative $1.5m after tax revenue adjustment made under NZIFRS.  On a comparable basis to the market guidance, THL earned $5.7m NPAT for the six months to December 2005.

The Rentals businesses (in particular Rentals Australia) performed well, but the Attractions and Coaching businesses suffered significant downturns over the high season due to the high dollar, fuel costs and surcharges and reduced visitor numbers. The Divisional commentary discusses this in more detail.  

The Profit was achieved on revenue of $80.6m – down 3.5% on the previous year.

IMPACT OF NEW ZEALAND INTERNATIONAL FINANCIAL REPORTING STANDARDS (NZIFRS) 

As THL has adopted New Zealand International Financial Reporting Standards (NZIFRS) from 1 July 2005 the reported profit and December 2004 comparatives have been restated to comply.  This has a significant impact on reported profitability during the six months and in the comparatives.  

· Amortisation of goodwill is excluded in the calculation of NPAT. Restating the December 2004 results for this change adds $2.4m. 

· Revenue is recognised over the visitor’s travel period, rather than as previously at the point of departure. This has the effect of delaying recognition of $2.1m in revenue from December 2005 to January 2006 – ie. into the second half of the year (NPAT impact $1.5m).  The impact of this adjustment on an annual basis is expected to be minor.  For the prior December 2004 period the adjustment is $1.8m after tax.

A reconciliation of the latest results to those reported previously is provided below.
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TRADING ENVIRONMENT

The long-term outlook for International Tourism, which represents more than 90% of THL’s turnover, remains positive; however, the continuing high New Zealand currency relative to those in major tourism markets has seen a reduction in international travellers.

The high dollar is causing many international visitors to be more discerning or thrifty over their spending decisions.  Those coming to New Zealand are staying for less time and reducing their discretionary expenditure, particularly on leisure activities and attractions.

International tourists are also travelling into New Zealand later in the summer season than in previous years.  Bookings over February and March are much higher, with November and December lower than previous years.  THL’s earnings profile is therefore shifting more to the second six months of the year.

THL’s forecasts reflect the Company’s view that the high New Zealand currency and resulting low discretionary spend will continue over the remainder of the 2005/06 high summer season.

Australian Tourism continues to improve after six difficult years.  THL Rentals Australian past and forward bookings are well ahead of last year and official international visitor arrival forecasts.  Domestic Australia now represents 25% of our Rentals business.

EARNINGS GUIDANCE

Operating NPAT for the full year is forecast to be in the range from $14.5m to $15.5m.  This is a reduction from the $17m forecast provided at the November 2005 Annual Meeting, reflecting the factors outlined above.

DIVIDEND

Based on current profitability, trading outlook and cash flow, the Directors have resolved to pay a 5 cents per share dividend, fully imputed, with a record date of Friday 21st April and payment date of Friday 28th April 2006.  This is at the same level as the dividend paid on 22nd April 2005.
FINANCIAL POSITION

Interest bearing debt net of cash on hand was $94m at December 2005 compared with $96m at December 2004 and $83m at 30 June 2005.
The debt to debt plus equity ratio is 46% (last year 47%).  Operating Cash Flow for the six months at $14.9m is 24% higher than last period’s $12.0m.  

CAPITAL EXPENDITURE

Capital expenditure for the year to 30th June 2006 is expected to be in the range of $45m to $50m.  Capital Expenditure this financial year is related to normal fleet replacement, with no expenditure associated with acquisitions, of which there were three in the 2005 year.  Disposal of fleet (principally motorhomes) is expected to realise between $20m and $25m.  Net capital expenditure will be in the order of $20m to $25m, compared to the $64m net capital expenditure in the previous year.  This is consistent with previous guidance.

DIVISIONAL COMMENTARY

[image: image2.wmf]Tourism Holdings Limited Operational Review (unaudited)

Funds

Operating

Funds

Operating

Turnover

EBIT

Employed

Cashflow

Turnover

EBIT

Employed

Cashflow

$m

$m

$m

$m

$m

$m

$m

$m

Rentals (including CI Munro)

50.9

11.7
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Attractions
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All Divisional commentary is based on results restated to comply with NZIFRS.  This affects mainly the Rentals divisions.  As both the current and previous period results have been restated to conform with NZIFRS, they are directly comparable.

Rentals 

The Rentals division traded reasonably well over the six months, with Earnings Before Interest and Tax (EBIT) of $11.7m compared to last year’s $12.4m.

Turnover decreased 7% to $50.9m.

Rentals NZ EBIT decreased by 10% to $4.3m on a revenue decrease of 6% Motorhome rentals revenue was in line with last year’s, but profit was down due to higher fleet holding costs directly related to the increased fleet.  With the success of the current fleet disposal programme, cost efficiency improvements and strong second half bookings, NZ rentals is expected to enjoy a very successful year for its motorhome operation.

Owing to a highly competitive car rental market, car rental revenue decreased 26% against the previous year.  Anticipating the continuation of the car rental sector’s excess fleet and lower prices, THL Rentals reduced its car fleet by 33%.  The present competitive conditions are anticipated to continue over the remainder of the financial year.

Rentals Australia continues to enjoy the benefits of changes resulting from last year’s business model review.  Rentals Australia EBIT increased 16% to $5.8m on a revenue increase of 2%.  Rentals Australia had benefited in the previous year from a one-off prior period GST refund.  Excluding this from the results produces a 41% increase in EBITA – a very creditable result.

Rentals Australia motorhome hire days improved 4%, and yield increased 5% on a smaller fleet.  With the lower vehicle numbers and improved fleet management, utilisation increased by 10 percentage points.

Rentals Australia has also seen an improvement in its earnings profile, and motorhome rentals revenue for the second six months is anticipated to be up against last year.  It should be noted that the second six months of the 2005 financial year enjoyed high profit on the record sale of 525 motorhomes, which is not anticipated to be repeated this year with only 350 planned to be sold.

CI Munro’s EBIT was $1.6m compared to $2.6m in the previous year when it enjoyed a buoyant market in both motorhomes and caravans.  With the downturn in NZ tourism the market continues to be soft in build requirements.  This is anticipated to continue for the remainder of the financial year.  Cost reductions have been implemented to reflect the lower demand.

Attractions

The Attractions EBIT was $0.5m compared to the previous year’s $2.3m.

All Attractions businesses have been affected by the implications of the continuing high New Zealand currency and the resulting decrease in both tourism visitors and discretionary spend.  Cost increases from previous capital spends have also impacted earnings.

Those most affected were Kelly Tarlton’s and Milford Sound Red Boats.  The Waitomo Cave operations, whilst experiencing lower tourist numbers, were performing creditability until the unfortunate fire and vandalism incidents at the Waitomo Glowworm Cave on 14th and 28th December 2005.

The fire of the 14th December 2005 totally destroyed the visitor centre, including amenities, restaurant and souvenir retail and office facilities.  Adequate insurance for restoration of the facility and for business continuity minimized the financial impact.  The buildings will be replaced, but with design, regulatory and building requirements it is likely to take up to 18 months to rebuild them.  In the meantime, temporary facilities using portable buildings have been installed.

Ruakuri Cave was officially opened by the Prime Minister on the 28th July 2005.  There has been a very good reaction to this sensational new attraction; however, visitor numbers are not likely to increase until the attraction is brochured by overseas tourist operators later this year.  

With the fire and vandalism incidents closing the Waitomo Glowworm Cave temporarily, tourists were directed to the Ruakuri Cave.  Up to 900 tourists were daily enjoying this new Cave experience.

Fullers Bay of Islands was owned for the full six months, compared to just December 2005 in the previous reporting period. Fullers Bay of Islands traditionally trades at a loss due to lower visitor numbers over the winter months and is highly profitable over the summer months of December to April.  However the Far North tourism sector is less buoyant than in previous years – particularly in the Independent Travellers, whose numbers are down and who are spending less on leisure activities.

Coaching

The Coaching operations of Johnston’s, Great Sights, Air Bus, Kiwi Experience and Fiji recorded an EBIT loss of $0.5m compared to last year’s profit of $0.4m.

The previous year’s results have been adjusted to exclude the discontinued business Oz Experience which incurred a loss of $1.4m.

Johnston’s and Great Sights experienced a reduction from the price sensitive Japanese market, which has declined by 10% over the previous year.  New Zealand tourism benefits hugely from the high volume, high spending Japanese tourists who visit all year round.


Kiwi Experience was down marginally due to the decline in the Backpacker sector with the high New Zealand currency and competition from new overseas destinations, particularly in South America and Asia; however, New Zealand was recently voted the Number Two Backpacker destination in the influential Lonely Planet publication.  Cost savings and recent initiatives have seen current trading improve.

Fiji, Airbus and Discover New Zealand - Packaging improved their profitability over that for the previous period.

Overall the Coaching Division should enjoy an improved second six months with benefits from restructuring initiatives and revenue gains.

RETIREMENT OF MD AND APPOINTMENT OF NEW CEO

As announced during the half-year, the Managing Director, Mr Dennis Pickup, has elected to retire effective 3rd April 2006.

Mr Pickup has been Managing Director and CEO since November 1998. In the ensuing seven years the company has strengthened its position through growth and restructuring, whilst adapting to significant challenges affecting tourism markets generally. 

Mr Pickup will be succeeded as Chief Executive Officer by Mr Trevor Hall in June 2006. Mr Hall is currently Chief Executive of the New Zealand Lotteries Commission.
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Announcement authorised by:

Keith Smith

Chairman

Tourism Holdings Limited

14th February 2006

For further information, please contact:

Dennis Pickup





Managing Director





Tourism Holdings Limited




Office:
  (09) 309 1974




Mobile: 021 947 698




Ian Lewington

Chief Financial Officer

Tourism Holdings Limited

Office:  (09) 309 1878

Mobile: 021 952 254
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