MARKET ANNOUNCEMENT

HT&E 2019 HALF YEAR RESULTS
•
•
•
•
•
•
•
•
•

Statutory NPAT from continuing operations and before exceptional items up 34% to $18.1 million
EBITDA of $38.1 million up 26% on prior year after adoption of AASB 16 Leases.
EBIT of $29.2 million up 6% on prior year
Underlying earnings per share increased 45% to 6.3 cents per share
Group costs from continuing operations down 13% to $95.8 million
iHeartRadio licence extended to 2036
Closure of Gfinity Esports Australia
Declared fully franked interim dividend of 4 cps, with a payout ratio of circa 60% of underlying NPAT
Dividend policy increased from 40-60% to 60-80%

SYDNEY, 14 August 2019 – HT&E Limited [ASX: HT1] today released its results for the 6 months ending 30
June 2019. Statutory profit from continuing operations and before exceptional items was up 34%, and EBITDA
on the same basis was up 26% to $38.1 million.
Revenue from continuing operations decreased 4% to $130.9 million driven by a softer radio market in
Australia and the non-renewal at the end of 2018 of a material revenue contract in Hong Kong.
HT&E adopted AASB 16 Leases during the first half using the modified retrospective approach. Operating
leases were capitalised to HT&E’s balance sheet and are now recognised as “Right-of-Use” assets and lease
liabilities. Rental payments have effectively been recharacterised as Depreciation and Financing Costs. The
modified retrospective approach means comparative results have not been adjusted. As a result EBITDA
benefits from cost recharacterisation of $7.6 million in the first half, with Depreciation and Financing Costs
increasing $6.7 million and $1.1 million respectively. More information on the adoption of AASB 16 is contained
in the notes to the half year accounts and in HT&E’s first half investor presentation released today.
Group costs from continuing operations before interest, tax, depreciation and amortisation, and exceptional
items were down 13% to $95.8 million including the AASB 16 adoption. Corporate costs declined 11% in the
first half as a result of group simplification. Further savings are expected in the second half and into 2020, in
line with HT&E’s aim of reducing corporate costs and simplifying the management and operational structures
between HT&E and ARN.
As a result, EBITDA from continuing operations and before exceptional items increased by 26% to $38.1 million
in the first half. Depreciation and amortisation increased from $2.7 million to $9.0 million, essentially due to
the adoption of AASB 16. This resulted in EBIT from continuing operations and before exceptional items of
$29.2 million compared with $27.6 million in 2018, an increase of 6%. Normalising for the impact of the
adoption of AASB 16, EBITDA and EBIT would be up 1% and 3% respectively.
Net profit after tax on a continuing operations basis and before exceptional items increased from $13.5 million
to $18.1 million in the first half, an increase of 34%. With the benefit of the ongoing share buyback, earnings
per share on the same basis lifted from 4.4 cents to 6.3 cents per share, an increase of 45%.
Exceptional costs (net of tax) of $4.8 million were incurred in the first half. These related to corporate and
ARN team restructuring charges incurred largely as a consequence of the sale of Adshel in 2018, and the
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decision taken to close Gfinity Esports Australia. As a result, statutory profit attributable to shareholders from
continuing operations for the first half to 30 June 2019 was $13.3 million, compared to a profit of $14.9 million
in 2018.
The Board has declared a fully franked interim dividend of 4 cents, with an ex-dividend date of 20 August 2019
and payable on 13 September 2019. The Board has also determined to lift HT&E’s dividend policy from 4060% of NPAT to 60-80% of NPAT, subject to maintaining a strong balance sheet. HT&E’s share buyback
program remains ongoing.
HT&E Chairman, Hamish McLennan, said, “HT&E delivered a good profit result for the half particularly given
conditions in the Australian metro radio market were challenging during the first quarter, where sector revenue
was down 3.1% on the prior year. Overall the radio market was down 2.4% in the first half.”
“We are first and foremost a radio and audio business since selling Adshel and over the last six months have
spent a huge amount of time focusing on the objective of creating Australia’s most complete and compelling
audio offering.”
“We have made good progress reducing corporate costs and simplifying the management and operational
structures between HT&E and ARN. We are assessing our existing investments to determine how they can
better integrate into audio, and if not, what alternatives are available to deliver better shareholder value. As a
result we have decided to close Gfinity Esports Australia in which HT&E holds a 35% effective interest. While
the business has achieved some significant and world-leading results, the economics of esports in the
Australian market are yet to deliver sustainable, positive earnings.”
“We will also consider investment opportunities that are aligned with our overall audio strategy.”
HT&E CEO & Managing Director, Ciaran Davis, said, “Our absolute focus is on our core radio business that
remains highly cash generative with exceptional margins. Across the network we are reaching record numbers
every week and we have maintained our winning edge, retaining the number one and two FM breakfast shows
in Sydney, and KIIS 101.1 in Melbourne recording its highest station audience since 2014. We are continuing
to focus on growing ratings and gaining market share by recruiting and retaining the best radio talent in
Australia.”
“Broadcast radio remains our core business, and the big opportunity to transform from a radio offering to an
audio business. We already deliver the most complete audio solution in Australia and our digital platforms that
extend audience reach are an important part of this. With our iHeartRadio platform we lead the market and are
investing in technology and data capability for targeted advertising to generate growth.”
“Our Cody outdoor media business in Hong Kong delivered a strong first half result, although conditions have
softened as a result of the recent protests, after a positive first quarter of 2019. The non-renewal at the end of
2018 of a material revenue contract in Hong Kong also impacted on revenue.”
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H1 Financial Performance
A$ million3

2019

20181

Revenue before finance income

130.9

137.0

Other income

2.2

3.2

Share of associate profits

0.8

0.0

(95.8)

(109.8)

Underlying EBITDA2

38.1

30.4

Depreciation and amortisation

(2.2)

(2.7)

Depreciation – AASB 16

(6.7)

-

Underlying EBIT2

29.2

27.6

0.2

(4.1)

Finance cost – AASB 16

(1.1)

-

Net profit before tax2

28.3

23.5

Taxation on net profit

(8.2)

(7.4)

Net profit after tax (NPAT)2

20.1

16.1

Less non-controlling interest

(2.0)

(2.6)

NPAT attributable to HT&E shareholders2

18.1

13.5

Exceptional items net of tax

(4.8)

1.3

-

12.4

13.3

27.2

6.3

4.4

4.0

3.0

Costs

Net interest income / (expense)

NPAT from discontinued operations
NPAT attributable to HT&E shareholders
Underlying EPS (cps)

2

Interim dividend per share (cps)
(1)
(2)
(3)

2018 not restated for transition to AASB 16 Leases
Before exceptional items and discontinued operations
Totals may not add due to rounding
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Australian Radio Network
•
•
•
•
•
•

Radio market down 2.4%
ARN revenue fell 3.8% to $115 million
Reported EBITDA was in line with last year
Dominance in Sydney with ARN retaining No.1 and No. 2 FM breakfast shows
ARN network of KIIS and Pure Gold reaching record numbers each week, with over 5 million listeners,
up from 2018
iHeartRadio app downloads now exceed 1.9 million

In a radio market down 2.4%, ARN revenue fell 3.8% year on year to $115 million. First quarter revenue
performance was weak, falling 5% behind the equivalent period in 2018. Conditions improved somewhat early
in the second quarter, before softening following the Federal election. Despite this, second quarter revenue
was in line with strong prior year comps, and ahead of the market’s 1.7% decline.
Cost of sales declined in line with revenue, while operating costs were favourably impacted by marketing
savings and recharacterisation of rental expenses on the adoption of AASB 16. This was offset by contracted
talent cost increases and some continued capability investment.
Reported EBITDA was in line with last year, post adoption of AASB 16; ignoring the impact of lease accounting,
EBITDA would have been down 3%.
ARN continues to focus on growing ratings and gaining revenue share by recruiting and retaining the best
radio talent in Australia.
Following a softer survey 1 result in 2019, ARN saw steady improvement over surveys 2 and 3, and a solid
result in survey 4. The ARN network of KIIS and Pure Gold is reaching record numbers each week, with over
5 million listeners, up from 2018.
In Sydney, ARN retained the No.1 and No. 2 FM breakfast shows with KIIS 1065 holding No.1 for the seventh
consecutive survey, and WSFM retaining No. 2 FM breakfast and overall station. KIIS 101.1 in Melbourne
recorded its highest station audience since 2014 and biggest audience in breakfast since 2015, while GOLD
104.3 achieved No. 2 FM station overall. In Adelaide MIX102.3 maintained No.1 FM breakfast and overall
station, its 25th consecutive win. Improvement in Brisbane saw 97.3FM and 4KQ hold equal No. 2 overall
station.
Beyond broadcast radio, ARN’s content consumption continues to grow. While iHeartRadio houses Australia’s
most comprehensive library of podcasts, sourced from both local and international libraries, improving listener
discoverability remains a key opportunity; the promotion of certain podcasts on-air saw a significant increase
in listening during the first half, extending the engagement of audiences from prime time into other parts of the
day. As part of HT&E’s commitment to iHeartRadio the Company has secured a licence extension until 2036.
iHeartRadio app downloads now exceed 1.9 million with more than 1.3 million registered users. Usage of
iHeartRadio on smart speakers has grown, unassisted by promotion, to approximately half a million hours per
month. Increased listening hours and advertising fill rates have driven 48% revenue growth on the iHeartRadio
platform in the first half, and further investment in these areas is expected to generate further growth.
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Cody (HK Outdoor)
After a positive first quarter of 2019, the outdoor media sector in Hong Kong has softened as a result of the
recent protests. Revenue was also impacted by the decommissioning of the Hung Hing Road contract at the
end of 2018. Despite these two factors, the business delivered a strong first half result, with EBITDA of HKD
38.4 million for the half. Revenue was down 17% year on year to HKD 74.6 million, and costs were down 59%
to HKD 36.1 million. This was assisted by the adoption of AASB 16 which saw HKD 33.6 million in costs
recharacterized from rental costs, with a corresponding increase in depreciation and interest of HKD 30.5
million and HKD 3.8 million respectively. On a like for like basis EBITDA was up 203% on last year.
HT&E Events
Esports remains an exciting industry with significant global interest and activity and HT&E believes it will
become a mainstream and significant content-audience-commercial medium in the long term. Gfinity Esports
Australia (HT&E ~ 35% effective interest via HT&E Events) has been at the forefront of this in Australia and
has achieved some significant and world-leading results from the Elite Series in 2018 and Rocket League
Oceanic Masters in 2019. The upcoming Gfinity Supercars Eseries is expected to deliver new and engaging
experiences for both motoring and gaming enthusiasts alike.
Despite these results and progress achieved to date, the economics of esports in the Australian market are
yet to yield the sustainable, positive earnings we require from our investments. Further time and capital are
likely to be required to achieve this, with no certainty on when a positive contribution might be achieved.
Therefore, it has been decided to close the business at the end of 2019, once current commitments have been
fulfilled. As a result, HT&E’s net investment in Gfinity Esports Australia (via HT&E Events) has been impaired
at 30 June 2019, with an exceptional charge of $5.3 million taken to the Profit and Loss.
Soprano Design
Soprano Design (HT&E ~ 25%) continued its strong performance in the first half, delivering its best ever six
months. Revenue and EBITDA for the January to June 2019 period were $31.8 million and $7.3 million
respectively, up 22% and 17% respectively on the prior corresponding period. All regions performed strongly,
with 27% growth in the company’s well-established Asia Pacific operations the stand-out. HT&E’s share of
associate net profit in the first half was $1.4 million. No dividends were declared by Soprano in the six months.
Non-Audio Investments – Strategic Review
HT&E is reviewing all non-audio investments across the Group to determine how they can better integrate into
audio, and if not, what alternatives are available to deliver better shareholder value. This includes Emotive,
Unbound Group and Soprano Design.
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Trading Update
As noted earlier, the Australian radio market deteriorated post the Federal election, and this has continued
into Q3. Short bookings suggest the market could be down mid-single percent in the quarter. Recent
improvement in briefing activity is being observed for possible Q4 bookings.
Positioning ARN for that uplift is a core part of our agenda for H2. Maintaining the right level of investment in
resources and capability is therefore critical to ensuring ARN will successfully exploit its opportunities.
The changing shape of cost of sales as digital revenue grows, contracted talent and other cost increases, and
other possible non-repeat savings from 2018, means that cost growth in H2 is likely to exceed revenue
growth. A cost and efficiency review is continuing to identify opportunities to reduce operating expenditure.
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***
For further information, please contact:
Peter Brookes, Citadel-MAGNUS, +61 407 911 389, pbrookes@citadelmagnus.com
Helen McCombie, Citadel-MAGNUS, +61 411 756 248, hmccombie@citadelmagnus.com
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