INTERIM REPORT

FOR THE HALF YEAR ENDING

30 SEPTEMBER 2016

“

Today’s result continues a positive
trend of improving profitability
and cash flow
-David McKee Wright, Sealegs CEO

The good news continues to flow at
Sealegs with the announcement of the
September 2016 interim result

From the

CEO

The last three financial result announcements have been positive and
have seen the company start to build a track record of profitability and
positive cash flow.
Rather than say what we are “going to do” with the company, I’d
thought I’d take a step back and tell you what we’ve “done” not only
after the last six months but over the last twenty-four.
Profitability has been driven from a combination of cost-down and
gross margin initiatives. The result of these initiatives have led to
improved liquidity, greater profitability and a stronger company overall.

The board continues to chart a steady path of profitability to build on the base developed over the past 24
months. The challenge to develop a more successful market than New Zealand continues to present itself,
however management remains confident that between a combination of new and existing products, our
continuing efforts will be rewarded.
Being conscious of both cash flow and the need to continuously develop our product, we have looked for
partners to widen the product range. Partnerships with Brazen and Stabicraft are already yielding good
returns whilst recently announced J Craft and Gemini should deliver results in the short term.
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Sealegs has also continued its own in-house development with the extension of the existing range and the
soon to be released 2017 range improvements.
Despite the release of the Interceptor 9000, 60% of our sales are a result of the 7.1M RIB (originally released
in 2009) and the Stabicraft 2100ST amphibious by Sealegs (released 2015). New Zealand and the USA make
the two largest markets in this year’s interim revenue result, accounting for approximately 50% of our total
sales and more than 65% of profits.
The profitability and success of these two markets is led by the fact they are managed directly by Sealegs
and sales are made direct to customers. This direct sales model provides a higher average unit price as we
do not have to provide for a dealer discount and thus achieve greater margins.
The majority of the remaining 50% of sales reported in this year’s interim result come from the UK, Europe,
Australia and Asia. UK continues to perform steadily whilst demand from Europe and Australia is softer than
anticipated. These markets are represented by Sealegs dealerships and whilst they return reduced Average
Unit Price (AUP) and margin, the dealer bears the cost of market development.

Of note was the strong result from Malaysia which is continuing. The most recent sale to Malaysia was the
seventh governmental department in Malaysia to invest in Sealegs since 2007 and in fact featured on the
front page of the biggest news publication in Kuala Lumpur.
Continues...
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MALAYSIA

THE TERMINATOR 755 SF (NEW RELEASE)
This newly released craft features Sealegs System 60, the amphibious enablement system (AES), and was
developed by Terminator Boats in conjunction with its parent company Brazen Composites in Malaysia. The
Terminator 755 is the first 100% fiberglass model released with Sealegs that does not feature the Hypalon or
Aluminium pontoons previously seen in the rest of the Sealegs range.
The market was quick to show its approval of the product release with the sale of 4 craft within a month of
its release.

Malaysian Civil Defence take delivery of 6 additional Sealegs craft

Terminator 755 SF on sea trial

INJUNCTION APPLICATION AGAINST SMUGGLER & ORION MARINE
At the time of writing this commentary we are awaiting the New Zealand High Court’s decision on an application
by Sealegs for an interim injunction against Smuggler and Orion Marine for infringement of Sealegs Registered
Design & infringement of Copyright owned by Sealegs.
LOOKING FORWARDS
Looking forward there are some exciting new product launches to add to our ever increasing range and the
continuation of an operational trend we as shareholders should all be happy with.
Finally, Sealegs sponsors the largest amphibious boat race in the year on Waiheke Island every February. If
you’re interested in attending as our guest in our hospitality tent on the 26th of February, please register your
interest at info@sealegs.com and I look forward to meeting you there.
Yours Sincerely

David McKee Wright
Chief Executive Officer
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Cash reserves were reported at
$1,777,942, an increase of $955,703
from September 2015

Interim Condensed Consolidated

Statement of Comprehensive Income
For the six months ended 30 September 2016

Revenue

Sep-16
Unaudited
6 months

Sep-15
Unaudited
6 months

$

$

8,363,796

9,332,684

Cost of sales

(5,583,781)

(6,481,809)

Gross profit

2,780,015

2,850,875

63,400

29,387

(1,370,658)

(1,449,984)

Distribution expenses

(257,527)

(203,924)

Marketing expenses

(323,859)

(387,934)

Occupancy expenses

(105,567)

(130,901)

(14,534)

(21,825)

Other expenses

(69,550)

(85,035)

Finance expense

(51,670)

(45,694)

(2,129,965)

(2,295,910)

650,050

554,965

(278,373)

(195,508)

3,204

9,033

374,881

368,490

-

-

Profit after income tax attributable to Company shareholders

374,881

368,490

Movement in foreign currency translation reserve

(11,436)

(344,569)

363,445

23,921

Group

Group

Sep-16

Sep-15

Cents

Cents

Basic earnings / (deficit) per share

0.27

0.02

Diluted earnings / (deficit) per share

0.27

0.02

Net tangible assets per share

0.05

0.04

Other income
Administrative expenses

Research expenses

Total operating expenses and other income

Earnings before Interest, Tax, Depreciation and Amortisation (EBITDA)
Depreciation, Amortisation and Impairment
Interest income
Profit before income tax
Tax expense

Comprehensive income attributable to Company shareholders
Earnings per share from continuing operations
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Interim Condensed Consolidated

Statement of Financial Position
As at 30 September 2016
Group
Sep-16
Unaudited

Group
Mar-16
Audited

$

$

ASSETS
Current assets
Cash and bank balances

1,777,942

1,787,328

Trade receivables and other receivables

1,508,178

1,320,702

5,364,745

5,250,427

162,275

207,403

8,813,140

8,565,860

75,000

75,000

929,067

1,071,114

Inventories
Prepayments
Total current assets
Non-current assets
Term deposit
Property, plant and equipment
Patents and trademarks

141,914

146,846

2,278,914

2,376,619

3,688

11,127

3,428,583

3,680,706

12,241,723

12,246,566

1,655,465

2,139,154

Warranty provision

132,483

198,000

Employee entitlements

529,221

526,617

1,191,028

1,012,714

3,508,197

3,876,485

Total Liabilities

3,508,197

3,876,485

Net Assets

8,733,526

8,370,081

Contributed equity

56,432,440

56,432,440

Accumulated deficit

(47,638,185)

(48,013,066)

(60,729)

(49,293)

8,733,526

8,370,081

Capitalised development costs
Computer software
Total non-current assets

Total Assets
LIABILITIES
Current liabilities
Trade and other payables

Deposits on orders
Total current liabilities

Equity attributable to parent company shareholders

Foreign currency translation reserve

Total Equity

Christopher Weir

David McKee Wright

Director

Director

page 5

For and on behalf of the board who authorise the issue of these financial statements on 24 November, 2016.

Interim Condensed Consolidated

Statement of Changes in Equity
For the six months ended 30 September 2016

GROUP - September 2016

At 1 April 2016

Contributed
Equity

Employee Share
Option Reserve

Accumulated
Deficit

Foreign Currency
Translation
Reserve

Total

$

$

$

$

$

56,432,440

-

(48,013,066)

(49,293)

8,370,081

Profit for the half year

-

-

374,881

-

374,881

Exchange differences
on translation of foreign
operations

-

-

-

(11,436)

(11,436)

Total comprehensive income
for the period attributable to
equity holders of the parent

-

-

374,881

(11,436)

23,921

56,432,440

-

(47,638,185)

(60,729)

8,733,526

As at 30 September 2016

GROUP - September 2015

At 1 April 2015

Contributed
Equity

Employee Share
Option Reserve

Accumulated
Deficit

Foreign Currency
Translation
Reserve

Total

$

$

$

$

$

56,432,440

926,317

(49,396,960)

(92,720)

7,869,077

Profit for the half year

-

-

368,490

-

368,490

Exchange differences
on translation of foreign
operations

-

-

-

(344,569)

(344,569)

Total comprehensive income
for the period attributable to
equity holders of the parent

-

-

368,490

(344,569)

23,921

56,432,440

926,317

(49,028,470)

(437,289)

7,892,998

As at 30 September 2015
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Interim Condensed Consolidated

Statement of Cash Flows
For the six months ended 30 September 2016
Group
Sep-16
Unaudited

Group
Sep-15
Unaudited

$

$

Cash flows from operating activities
Receipts from customers

8,239,483

9,126,788

3,204

9,033

(8,249,852)

(9,298,703)

(7,165)

(162,882)

6,468

4,025

(18,068)

(289,814)

(9,415)

(7,732)

(21,388)

(774,957)

(42,403)

(1,068,478)

Proceeds from issue of shares

-

-

Net cash flows from financing activities

-

-

(49,568)

(1,231,360)

40,182

(69,438)

1,787,328

2,123,037

1,777,942

822,239

Interest received
Payments to suppliers and employees
Net cash flows from / (used in) operating activities
Cash flows from investing activities
Proceeds from sale of fixed assets
Purchase of fixed assets
Payments for patents & trademarks
Payments for development costs
Net cash flows from / (used in) investing activities
Cash flows from financing activities

Net foreign exchange differences
Add: opening cash bought forward

Cash at end of period

"Sealegs Island" - Auckland on Water Boat Show 2016
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Net increase / (decrease) in cash held

Notes to the

Financial Statements
Reporting Entity
Sealegs Corporation Limited (the “Company”) is a company
incorporated and domiciled in New Zealand, registered under
the Companies Act 1993 and listed on the New Zealand Stock
Exchange. The Company is an FMC reporting entity under Part
7 of the Financial Markets Conduct Act 2013.			
		
The Company is an issuer for the purposes of the Financial
Markets Conduct Act 2013. These unaudited interim condensed
consolidated financial statements of the Group have been
prepared in accordance with the requirements of Part 7 of the
Financial Markets Conduct Act 2013 and the NZX Main Board
Listing Rules. In accordance with the Financial Markets Conduct
Act 2013, because Group financial statements are prepared and
presented for Sealegs Corporation and its subsidiaries, separate
financial statements for Sealegs Corporation Limited are no
longer required to be prepared and presented.			
		
The interim condensed consolidated financial statements of
Sealegs Corporation Limited for the six months ended 30
September 2016 comprise the Company and its subsidiaries
(together referred to as the “Group”).				

Sealegs delivers six additional Sealegs craft to
Malaysia in August 2016

These financial statements have been approved for issue by the
Board of Directors on 24 November 2016.				
Basis of preparation
The Group consists of profit-oriented companies and this
condensed consolidated interim financial information for the
six months ended 30 September 2016 has been prepared in
accordance with New Zealand Generally Accepted Accounting
Practice (NZ GAAP) and NZ IAS 34, Interim Financial Reporting.
The condensed interim financial statements do not include all
the information and disclosures required in the annual financial
statements and should be read in conjunction with the Group’s
annual financial statements for the year ended 31 March 2016
which have been prepared in accordance with NZ IFRS. 		
The information is presented in New Zealand dollars ($), which is
the Company’s functional currency and rounded to the nearest
dollar.
				
Accounting Policies
The accounting policies applied are consistent with those of the
annual financial statements for the year ended 31 March 2016.
				

Sealegs Island at Auckland on Water Boat Show, 2016

Recreational Interceptor 9000 on Motuihe Island
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Directory
Company Number
HN/345055		

Registered Office							

Date of Incorporation
16 July 1987
Directors
Eric Series (Chairman)
Christopher Weir			
David McKee Wright			
Mark Broadley			
Wayne Mapp
Roy Nouhra			
					
Auditor
Ernst & Young, Auckland, New Zealand
			
Lawyers
Buddle Findlay, Auckland, New Zealand
Bankers
ASB Bank Limited,
Auckland, New Zealand

5 Unity Drive South, Albany,
Auckland 0632, New Zealand		
Phone
(+64 9) 414 5542						
Email
info@sealegs.com
Website
www.sealegs.com

Share Registry
Computershare Investor Services Limited				
Private Bag 92119				
Auckland 1020							
Phone
Fax
Email

(+64 9) 488 8777		
(+64 9) 488 8787					
enquiry@computershare.co.nz

		

ANZ Banking Group (New Zealand) Limited,
Auckland, New Zealand
Citibank, N.A., San Antonio,
Texas, United States of America

JOIN US FOR
ONETANGI
BEACH RACES
26th FEBRUARY
2017!
This year’s races were the
biggest ever, and we have more
planned for next year to make it
bigger and better yet! Bring your
Sealegs if you have one, or just
bring the family for a fantastic
day out. We look forward to
seeing you on the day! For more
information, contact us at
info@sealegs.com or go to:
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www.onetangibeachraces.co.nz

Follow Sealegs on social media
See images, news and videos featuring Sealegs amphibious
craft that you won’t find anywhere else!
www.sealegs.com
www.facebook.com/sealegs

www.instagram.com/sealegscraft

www.youtube.com/user/sealegsamphibious

Image on Cover:
Interceptor 9000 hull - interior

