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Success by design – Being one of this year’s
star performers on the stock market isn’t accidental.
We take a look at how thl have provided total
shareholder returns in excess of 100% on their
road to success.
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DRIVING UP NET PROFIT
AFTER TAX

2%
thl is a business that’s in great shape.
A business set to deliver further growth.
In this publication we take a close up
look at what thl is up to.

We reveal the passion of it’s people,
the market dynamics at play, and ask the
tough questions of CEO Grant Webster.
A commissioned independent report tells
their view of thl.

FROM THE CHAIR ROB CAMPBELL

11 cents
175%
per share dividend for the
financial year

increase in dividends over 2013

DELIVERING
ON THE PLAN
Dear Shareholders,
It is pleasing to be able to
present the Annual results
for FY14.
The theme of this annual
report is “Success by Design”.
Our intention is to plan carefully, be clear about
what we will do, and do what we say. The team
has achieved the commitments we made to
shareholders a year ago. We cannot yet claim to
be a successful company, but we will be.
Net Profit After Tax (NPAT) of $11.1 million
represents an increase of 192% over last year. We
have declared a final dividend of 6 cents per share
(cps). This takes the full year dividend to 11 cps.
We have higher expectations for the company,
expectations for growth and the development of
a business model that is more robust, less capital
intensive and focused on world leading customer
experience. Each year we will set business
expectations for the year ahead and we will
deliver or take full accountability.
FY14 IN REVIEW
The CEO report and business updates on each area
of activity are the reports from the engine room.
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Here I provide an overview of our 2014
financial year.

a thl share of loss of $1.4 million to a profit of
$1.0 million, again as planned.

Every segment of the business had positive
growth in Operating Earnings before Interest
and Tax (EBIT).

The reported debt figure of $79 million is a
reduction of $41 million although of that
$6 million now operates as a line of credit facility
liability with RVMG.

New Zealand Rentals had an 35% improvement
in EBIT and met the fleet reduction targets set
out in late 2012 when the businesses of thl
were combined with United Campervans and
KEA Campers. Return on Funds Employed
(ROFE) of 6.7% is an improvement but is still
not at an acceptable level.
The Australian Rentals business increased
EBIT by 185% over the prior year. The ROFE
for the year was 6.3 %. There have been
significant changes in the Australian Rentals
business model. We will deliver a baseline
acceptable ROFE during 2015.
The US Rentals business had a strong year with
record vehicle sales volumes. The FY14 ROFE
result was 25%. This is in line with our plan.
The New Zealand Tourism businesses had an
EBIT increase of 66% and a ROFE of 25%.
This is in line with plan. Joint venture RV
Manufacturing Group (RVMG) improved from

CHAIRMAN’S ADDRESS

In summary, there was a plan. It was a carefully
designed plan. The business has done what we
said we would do a year ago.
This is a work in progress.
EXPECTATIONS
At the start of the new financial year there is still
a number of unknowns in market conditions,
nevertheless we are committed to achieving at
least $15 million NPAT in FY15. Our planned
revenue growth and broad based cost reductions
are carefully designed.
Each part of the business has value beyond what
we currently deliver. Our aim is to grow value
within the existing base and outside. In 2015 the
New Zealand and Australian rental businesses will
make appropriate returns and the business will shift
gear into a growth phase. New Zealand will still be a
step away from our minimum ongoing expectations.
Debt will stabilise at sustainable levels.

FROM THE CHAIR ROB CAMPBELL

thl AS A GROWTH COMPANY
Shareholders should expect to see evidence
during 2015 of careful and disciplined growth
projects in existing business and in new activities
associated with our strengths. These will have
the common theme of growth through
enhanced customer experience.
DIVIDEND
The Board has resolved to declare a 6 cents per
share dividend partially imputed (up to 50%).
The tax losses in New Zealand will be fully
utilised in the coming months and will resume a
cash tax paying position.
CORPORATE GOVERNANCE
Christina Domecq joined the board in February
2014. At each Annual Meeting, one third of the
directors retire by rotation. Graeme Wong and
Kay Howe retire by rotation at the 2014 Annual
Meeting and, being eligible, offer themselves for
re-election. Christina Domecq will also retire and
being eligible offers herself for re-election.
In addition to the Audit and Risk Committee and
the Remuneration and Nomination Committee two
new sub committees were formed during the year.
The Marketing and Customer Experience
Committee is comprised of Christina Domecq and

Kay Howe. The committee meets as required
and supports the Board and Management on
strategy around brand, marketing and
customer experience.
The Market Disclosure Committee comprises
the Chairman of the board and the Chairman
of the Audit and Risk Committee. The Group
monitors compliance with the Group’s Market
Disclosure Policy.
COMMUNICATION
We are focused on improving our profile
and position within the investment market.
As part of this process we have engaged Edison
Investment Research to prepare reports on thl.

We have high
expectations for
the company,
expectations
for growth.

The first review from Edison has launched and
a snapshot is included on page 25.
THE CREW
I would like to thank the crew for the efforts in
such a busy year. This industry is often not an easy
one and the high seasons in particular are where
we see extraordinary efforts from the crew.
ANNUAL MEETING
The Annual Meeting is planned for
26 November 2014 in Auckland and we look
forward to providing an update at that time.

CHAIRMAN’S ADDRESS

CHAIRMAN ROB CAMPBELL
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KEY FINANCIALS

We are committed
to achieving at
least $15m NPAT
in FY15.

IN NZD MILLIONS

30 JUNE 2014

30 JUNE 2013

30 JUNE 2012

30 JUNE 2011

160

158

156

145

Sales of goods

66

67

44

41

Total revenue

226

225

200

186

Gross profit

168

163

158

148

–

–

–

(26)

145

(148)

(142)

(144)

Operating profit before financing costs (EBIT)

23

15

16

(22)

EBITDA

60

58

61

47

Net profit after tax (NPAT)

11

4

4

(27)

Operating cash flow

44

42

22

(49)

Total equity

160

160

156

155

Total funds employed

296

330

295

320

74

137

83

129

Return on average equity

6.9%

2.4%

2.6%

(12.3%)

Basic earnings per share (cps)

10.0

3.6

4.4

(27.9)

11

4

2

2

36%

47%

43%

44%

Sales of services

Impairment of goodwill (non cash)
Other expenses

Capital expenditure

Dividends per share (cents)
Debt/debt + equity ratio (excluding intangible assets)

This document in conjunction with the Annual Financial Statements constitutes the 2014 Annual Report to shareholders of Tourism Holdings Limited.
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CONTRIBUTORS

The passion in the people
A new energy and the continous search for
new perspectives underpins the success of thl.
Meet some of the crew and hear what spins
their wheels.

BEN LANE,
PRICING ANALYST

CHRISTINA DOMECQ,
INDEPENDENT DIRECTOR

“We understand the critical
role we play.”
It’s just habit that I arrive
early and kick off the day
with a strong brew of coffee
and a healthy discussion on
thl and world events with
the informal office breakfast
club. I’ve been at thl nearly
two years as part of the Commercial team. With multiple
countries, products, brands and locations we have a
dynamic business that we are always challenging. We may
be a little too excited by data but we understand the critical
role we play in the tactical drive for revenue and strategic
positioning of the experience we create internationally.
I get a kick out of the fact that I’ve had the opportunity to
be involved in everything from annual planning, to the
Australian business strategic review and board business
planning. This business looks wide for solutions and it’s
great we can see that focus delivering results.

“thl has plenty of
opportunity.”
I’m an entrepreneur so you
can ask why I would be
interested in joining the
board of thl. It’s simple really.
I am inspired and motivated
by change and opportunity.
There is no doubt in my mind
that thl has plenty of opportunity. There is a renewed vigour
you can sense in the organisation where some demons of
the GFC have been extinguished and the focus on growth
and long term performance is clear. I’m experienced in the
digital world and I know what a great customer experience
is all about. There is no shortage of requests on my time to
support thl with that experience and no shortage of desire
to contribute. I see even more exciting times ahead.

MATT HARVEY,
GM AUSTRALIAN OPERATIONS

ED BURAK, USER EXPERIENCE
DESIGN MANAGER

“We can move to
new highs.”
Having been in operational
leadership and commercial
roles in the Gaming and
Hospitality industry
worldwide I felt a real affinity
to the tourism aspect of thl
when I joined. The last twelve
months I’ve had the privilege of leading the Australian
business through a change process that is yielding positive
results. We measure our success in many ways but the three
simple key indicators that excite me most today are our Net
Promoter Scores that tell us we are serving our customers
better than ever before, our return on invested capital which
will finally be at an acceptable level this coming year and the
improvements in crew engagement in the business. The year
ahead looks really good as I can clearly see that, with the
plan in place and the people we have to execute it, we can
move to new highs in all those indicators.

“We need to be the
champion of the customer.”
Design is my passion.
I’ve grown up in New Zealand
in the design industry and have
been part of some fantastic
projects around the world
and seen that our country’s
design culture is one which
genuinely competes internationally. Here at thl I connect
that experience with the holiday and leisure part of the
tourism industry. From a design perspective we need to be
the champion of the customer, generate insights that enable
us to create products and experiences that anticipate needs
not just meet a functional requirement. The real opportunity
and challenge that excites me is the continued use of design
thinking in the digital space, the development of business
models and most importantly in designing new experiences.
An exciting time ahead, I’m enjoying it.

CONTRIBUTORS
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CEO’S REPORT GRANT WEBSTER

A POSITIVE
FUTURE
thl CEO Grant Webster summarises a year of
growth and learning.

PROFIT UP ON LOWER FLEET

7%
total fleet reduction
2013-2014

RESULTING IN LOWER
DEBT LEVELS

$41m
reduction in net debt

$79m
net debt at 30 June 2014
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CEO’S REPORT

MANUFACTURING BACK
IN BLACK

1m

$

thl share of manufacturing
joint venture earnings

CEO’S REPORT GRANT WEBSTER

Improving
performance
has been a must.
We have
confidence in
future growth.
Improving performance has
been a must for thl and we
have confident ambitions
for growth. The Chairman
has detailed some of those
FY15 objectives and the
attitude we are taking
towards delivering them.
This shareholder review unashamedly promotes
a positive future for thl and we have the crew,
direction and capability to target smart growth.
We have had issues in the past and there are
some confronting questions we have asked
ourselves. Later in this report I am interviewed
and asked some of the hard questions about our
performance and what we have changed to
provide a more confident approach to the future.
FINANCIAL SUMMARY
From my perspective I have been encouraged
that the turnaround in profitability has been
driven by both revenue growth and costs
reductions. We are focused on both. The need
to create demand is obvious but equally critical
is having a cost model that generates the returns
we need. We will continue to drive cost out of
the business and ensure we focus on reducing
fixed costs to better withstand any future
volatility in demand.
We have been making positive strategic decisions.
Today we are seeing the results of those decisions
bearing fruit. In addition we have a more positive
backdrop in New Zealand, with the broader
tourism industry positively moving forward.
The table shows the revenue increases within each
area of the business. We grew total group revenue
by 1% to $226 million during the year.
DEBT
We have continued the focus on right sizing
the fleet and capital within the business
reflecting market demand.
During the last six months we have put in place a
documentary letter of credit facility in favour of
RVMG that makes the level loading of production
by RVMG possible. The net benefit is positive to thl
with lower build costs which have more than

offset any additional interest costs incurred with
slightly earlier production.
From a reporting perspective it does mean the
debt ratios are improved within thl. A full
disclosure note on the facility is included within
the Annual financial statements.
From a debt target perspective we believe a
BBB rating (using the published Moody’s
guidelines as a proxy) is appropriate for this
business and as such we demand that debt /
EBITDA ratio should be no higher than 2x in
the coming year. Our expectation based on the
planning for the coming year and fleet
commitments is for debt (excluding the RVMG
letter of credit) to be no higher than $85 million
at June 2015.
GENERAL ACTIVITIES
The business unit reports will highlight the
key financials and activities for each business
however there are a number of other matters
of interest to shareholders covered.
The Hamilton building remains unsold. There
has been interest in the property but clearly no
conclusion to date. We are progressing a number
of options to ensure the building is fully leased or
sold within the 2015 financial year without
prejudicing thl’s position.
New product development in all parts of the
business is still critical. In FY14 we launched
a new 4 Berth non toilet shower product for
Britz and a new 3 Berth product for KEA with
a toilet and shower. Both these products have
been very well received by the market and
we look forward to seeing customers in them
within the next few weeks.
We are also in the process of developing
a new flagship site in Christchurch on
Christchurch International Airport land.

MARKET OUTLOOK
The market context in which thl operates is
always of interest to shareholders. We have
followed the trends that impact revenue for thl
closely and in the broadest sense there are four
market indicators we assess; consumer
confidence, GDP growth, exchange rates and
industry fleet capacity. For our industry we also
assess the position of the National Tourism
Organisations on a subjective basis.
CONSUMER CONFIDENCE
In today’s age the desire to travel has never
been higher. The propensity to travel is often
measured by outbound travellers as a percentage
of the general population. This is on the rise in
most of our core markets. One of the primary
drivers of conversion from intent to action is
consumer confidence.
GDP GROWTH
As well as driving consumer confidence we see
a link between higher GDP growth and long haul
travel. There are currently no indicators of
serious concern for us.
EXCHANGE RATE
Whilst consumer confidence and GDP growth
are demand measures, we see exchange rate as
both a demand and spend measure. If confidence
is high and travellers are looking at long haul
destinations, a sudden movement in exchange
rate may deter a customer from picking a certain
destination however the more immediate effect
of a negative exchange rate is the total spend.
Customers inevitably have a budget and stick
to that budget. Customers will both trade down in
expectations (premium brands to value brands) or
reduce their length of stay. At thl we have seen all
our growth come from the value segments over the
past in Australia and New Zealand where the
exchange rates have been above long term averages.

Revenue Growth FY2014

Rentals NZ

Rentals AU

Rentals US

Tourism

Services Income

14%

-3%

6%

21%

Fleet Sales

25%

-30%

4%

Total in underlying currency

17%

-10%

5%

21%

Total reported in NZD

17%

-20%

3%

21%

CEO’S REPORT
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CEO’S REPORT GRANT WEBSTER

We have reflected these changes in our
product and market mix.

OPERATING PROFIT (EBIT)
VS LAST YEAR $M
EBIT FY2014

0.2

INDUSTRY CAPACITY
New Zealand has provided the most salient
example of the issues caused by excess industry
fleet capacity. We have indicated clearly in the
past that post the Rugby World Cup in 2011 there
was at least 25% excess capacity in the market.
Excess capacity by that volume creates a very
unproductive industry in all measures.

2.6
1.9

thl alone has reduced capacity by 25% in
New Zealand since owning the combined fleet
of thl, United and KEA. Last year we also saw
Pacific Horizon go into receivership which we
estimate took over 200 vehicles out of the market.

GROUP SERVICES

NZ
RENTALS
AND SALES

AU
RENTALS
AND SALES

USA
RENTALS
AND SALES

14.6

1.1

TOURISM GROUP

2.4
EBIT FY2013

OUTLOOK: The USA appears to have the strongest
growth as a destination which is driven by
multiple factors including the exchange rate to
the Euro. The Australian and New Zealand
markets will continue to see demand for our
Britz and Alpha brands in particular.

22.8

OUTLOOK: New Zealand - We see no industry
growth in fleet capacity and indeed we have seen
many competitors age fleet over the last two years.
Australia - We see no fleet growth in the larger
motorhomes and some small growth in small size
non toilet shower categories.
USA - We see an overall reduction in rental
fleets with most operators taking advantage of
the high demand in vehicle sales over the past
twelve months.

NATIONAL TOURISM ORGANISATIONS

Grow sustainable
air connectivity

Productivity
for profit

Drive value
through
outstanding visitor
experience

Prioritise insight to
drive and track
progress

OUTLOOK: Another positive year ahead.
Target for
value

TOURISM AUSTRALIA
The price perception of Australia as a destination
has created issues internationally with Australia’s
competitiveness. The flip side of this issue has
been the growth we have seen in the domestic
market which is now our largest single source
market for the Australian business.
OUTLOOK: The soft international demand
appears to have stagnated.

TOURISM INDUSTRY ASSOCIATION OF NEW ZEALAND
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TOURISM NEW ZEALAND
Highly connected to the Tourism 2025 strategic
goals our view is that Tourism New Zealand is
performing well in most areas and genuinely
creating demand for New Zealand. A reality for
New Zealand tourism is that the Hobbit movies
have created a real call to action in many markets
and is a campaign that we both support and see
the benefits from.

CEO’S REPORT

CEO’S REPORT GRANT WEBSTER

ARRIVALS STATISTICS
YEAR ENDED

YEAR ENDED

NEW ZEALAND (VISITOR)

JUNE 2013

JUNE 2014

CHANGE

Australia

1,183,856

1,235,808

51,952

% CHANGE
4.4%

China

222,720

240,496

17,776

8.0%

United States of America

189,456

211,712

22,256

11.7%

United Kingdom

189,008

194,384

5,376

2.8%

Germany

65,040

75,808

10,768

16.6%

India

29,936

33,904

3,968

13.3%

France

25,216

29,264

4,048

16.1%

Netherlands

21,088

21,440

352

1.7%

Switzerland

15,472

17,632

2,160

14.0%

Singapore/Malaysia/Thailand

81,536

96,464

14,928

18.3%

613,568

629,914

16,346

2.7%

2,636,896

2,786,826

149,930

5.7%

YEAR ENDED

YEAR ENDED

AUSTRALIA (VISITOR)

JUNE 2013

JUNE 2014

New Zealand

1,173,100

1,222,900

49,800

4.2%

China

678,800

759,700

80,900

11.9%

United Kingdom

622,200

662,100

39,900

6.4%

United States of America

485,000

528,100

43,100

8.9%

Singapore

316,500

366,000

49,500

15.6%

Germany

164,300

178,400

14,100

8.6%

France

Other
Total Arrivals

CHANGE

% CHANGE

107,300

112,900

5,600

5.2%

Switzerland

48,300

49,500

1,200

2.5%

Netherlands

45,700

47,400

1,700

3.7%

Denmark

23,800

24,100

300

1.3%

Other

2,496,900

2,695,700

198,800

8.0%

Total Arrivals

6,161,900

6,646,800

286,100

7.9%

9 MONTHS TO

9 MONTHS TO

MAR 2013

MAR 2014

USA (VISITOR)

CHANGE

% CHANGE

Canada

17,669,859

17,604,662

(65,197)

-0.4%

Mexico

11,167,020

11,716,256

549,236

4.9%

United Kingdom

2,790,281

2,787,077

(3,204)

-0.1%

Germany

1,379,624

1,384,584

4,960

0.4%

France

1,031,309

1,109,718

78,409

7.6%

China

1,224,029

1,468,660

244,631

20.0%

837,342

859,897

22,555

2.7%

Australia
Netherlands

425,176

425,823

647

0.2%

Sweden

318,674

349,764

31,090

9.8%

Switzerland

352,233

346,707

(5,526)

-1.6%

425,176

425,823

647

0.2%

Other

Netherlands

13,816,562

14,853,609

1,037,047

7.5%

Total Arrivals

51,437,285

53,332,580

1,895,295

3.7%

CEO’S REPORT

BRAND USA
We have commented on the potential power of
the BRAND USA organisation and funding. In the
market we see this power being realised with
strong ongoing campaigns that has seen the USA
gain market share in world tourism over the past
twelve months.
OUTLOOK: Strong demand growth from our
core markets.
NEW ZEALAND TOURISM 2025
Last year the Tourism Industry Association led
the development of a long term strategic agenda
for New Zealand tourism.
We fully endorse this initiative and are
encouraged by the manner in which some core
industry opportunities have been addressed and
the way in which so many players in the industry
were involved.
Whilst some may see the $41 billion total
tourism revenue target as audacious we see it as
a realistic stretch and aligns with the kind of
growth rates we as a business need to be creating
and planning for.
OUR CREW
We are restless as an organisation. We are
continually on the lookout to be challenged, for
us to grow as individuals and as a group. This year
we have seen two of our executives move on
from thl to chief executive roles within the
industry. We have also announced the movement
of Daniel Schneider (our USA CEO) to Switzerland
for personal reasons. We are very pleased that
Daniel will remain with the business as an active
Director of the Road Bear RV business and
consultant to the broader thl business.
We also recently announced the appointment of
a new Chief Technology Officer. Keith Chilek will
significantly add to the business and with an
entrepreneurial technology background will
challenge us as we develop.
We are in a position today where we can enable
the crew in the business to look at thl as a growth
organisation. One which has never lost the desire
to create unforgettable holidays.

CHIEF EXECUTIVE OFFICER GRANT WEBSTER
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FACT FILE
thl derives its strength from the success of its divisions.
Following is a summary of the performance of each area.

USA Rentals and Sales
Australia Rentals and Sales
New Zealand Rentals and Sales

Tourism Group

RVMG LP.

SELF DRIVE EXPERIENCES

GUIDED EXPERIENCES

DESIGN & MANUFACTURE

THE DIVISIONAL
12

USA RENTALS AND SALES

total turnover

$44.6m
percent of total thl turnover

19.8%
Continuing to lead
the industry in quality
The United States business improved EBIT by 17% to $7.6 million in FY14.
As indicated in the half year results release, the number of vehicle sales has
been exceptional in the last financial year creating some profit timing benefits
to the business.
We expect vehicle sales to stabilise at a more
normalised level (circa 450) in the coming year.
The stronger than forecast sales in FY14 also
impacts the rental revenue in the short term
due to less fleet for the 2014 summer season.
The combined impact of less vehicle sales and
less 2014 peak season rental fleet will lower
profitability in FY15. Longer term profitability
is expected to grow. Per vehicle profitability on
sale is not expected to drop in FY15.
The 2014 summer season (which generates the
majority of the United States FY15 profit) has
commenced as planned and we have confidence in
another year where the ROFE will be above 20%.

This coming year will see our Road Bear RV
CEO Daniel Schneider move to Switzerland
and take up a role as an Executive Director of
the Road Bear RV business and a consultant to
the broader thl business.

We remain confident in the positioning of the
Road Bear RV business today and will continue
modest and stable growth in fleet within the
current business model.

The Orlando branch that opened in 2013 has
performed to expectations both in rentals and
in opening up new vehicle sales opportunities.
The general RV market in the USA is returning
to pre Global Financial Crisis performance with
expectations for ongoing growth over the
coming years.

June 2014

Net Funds Employed

2014

2014

537

30m

$

7.6m

$

2013

June 2013

541

Return on Funds Employed*

6.5m

June 2012

554

EBIT GROWTH 17 %

OPERATIONS

ROFE

$

EBIT

FLEET SIZE

34m

$

2013

25%
* EBIT divided by funds employed as at June 30 2014
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AUSTRALIA RENTALS AND SALES

Second half proves
the plan
The Australian business improved EBIT from $1.3 million in FY13 to
$3.7 million this year. The second half performance where EBIT increased
153% vs the prior corresponding period (pcp), reflected the initial business
changes from the strategic review conducted earlier in the year.
This second half performance provides confidence
in the ability to deliver to the targets set for FY15
and improve the ROFE from 6.3% towards our
goal of 14%.
The reality for the Australian business is that
the manner in which we manage revenue is
critical. In a country as large as Australia where
customers travel much longer distances in a
shorter period of time we need to be strong and
disciplined logistically.

Funds employed in the business dropped by
11% (AUD terms) and we expect a further small
drop in FY15.
The Australian management team in place today
are well positioned to deliver to the expectations
and ensure we achieve growth.

June 2014

total turnover

$69.3m
percent of total thl turnover

30.7%

Net Funds Employed

2014

2014

1,336

58m

$

3.7m

$

2013

June 2013

Return on Funds Employed*

1.3m

June 2012

1,593

OPERATIONS

EBIT GROWTH 185 %

ROFE

$

EBIT

FLEET SIZE

1,421

14

72m

$

2013

6%
* EBIT divided by funds employed as at June 30 2014

NEW ZEALAND RENTALS AND SALES

total turnover

$86.6m
percent of total thl turnover

38.4%
Ok performance, great
expectations ahead
The New Zealand Rentals and Sales business improved EBIT by 35% over the
prior corresponding period to $7.4 million. This performance is still unacceptable
given the funds employed in the business. We had a very busy year and despite
a huge effort from the crew on the ground we were caught with some operational
issues which will not be repeated in the future.
The ROFE was 6.7%. We have a ‘must do’
attitude to achieving an acceptable minimum
performance in FY15 with long term sustainable
returns being achieved in FY16.

The one-stop offer today includes new and used
motorhomes, caravans, a fully stocked retail store
and a service and accessories centre that can
meet motorhome enthusiasts’ needs.

We know in New Zealand that we need to ensure
peak season demand exceeds supply and we will
be continuing to down-size the fleet marginally
over the coming year to around 1,850 vehicles.

On a positive note, despite circa 200 vehicles
hitting the sales market with the Pacific Horizon
receivership, we sold over 400 vehicles.
Demand for our brands and products is sustained
and the RV Super Centre is delivering to our goals.

We have confidence that we can continue
to grow the demand for motorhome ownership
in New Zealand.

The number of brands we operate in
New Zealand will continue to be reviewed
in line with our desired product, service and
experience offering. Operationally we have
continued to reduce the number of categories
and fleet types to simplify the business and
ensure greater consistency in our offer.

We are confident that we have an RV sales
business in New Zealand that can provide an
experience well beyond just selling ex-rental
motorhomes to the New Zealand market.

In the last year we also moved our Christchurch
premises to temporary facilities to allow for
the previous site to be redeveloped by the
owners. We are looking forward to being in
a new site in 2015.

June 2014

Net Funds Employed

2014

2014

2,019

111m

$

7.4m

$

June 2013

2013

2,210

2,500

EBIT GROWTH 35 %

OPERATIONS

ROFE

June 2011

1,501

Return on Funds Employed*

5.5m

$

EBIT

FLEET SIZE

128m

$

2013

June 2012

6%
* EBIT divided by funds employed as at June 30 2014
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TOURISM GROUP

Hitting new highs
and still growing
The Tourism Group increase in EBIT from $4.0 million in FY13 to $6.6 million in
FY14 reflects both thl driven initiatives and an improvement in visitor arrivals.
Both Waitomo Group and Kiwi Experience hit
new daily records throughout the year and we
are targeting new annual highs this year.

Turning 25 this year, Kiwi Experience is still
young and will continue to find new places to
visit and new stops that fit today’s youth traveller.

We will continue to focus on new product
development with these businesses and enhance
both the ROFE and the level of earnings.

The new coaching contract and associated new
coaches for Kiwi Experience has provided cost
efficiencies and a new customer experience
which has been well received. The crew in this
business are a highly motivated ‘on brand’ group
that deliver an exceptional experience.

The Waitomo business is gaining further share
in the growing Chinese market and is benefitting
from the partnership approach with the Trilogy
product. The Trilogy partners (Hobbiton Movie
Set Tours in Matamata and Te Puia in Rotorua) are
now well entrenched in offering a compelling
central North Island experience.

These businesses have a positive future in thl
and we see them as a core component of our
growth ambitions.

total turnover

$25.1m

Net Funds Employed

2014

2014

26m

$

6.6m

$

2013

28m

$

percent of total thl turnover

2013

11.1%
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Return on Funds Employed*

4.0m

OPERATIONS

EBIT GROWTH 66 %

ROFE

EBIT

$

25%
* EBIT divided by funds employed as at June 30 2014

RVMG LP.

A stellar turnaround more to come
The benefit of a joint venture partnership in manufacturing with the dedication,
experience and focus of an owner/operator (Grant Brady) has been critical in the
delivery of what we believe is a sustainable turnaround of this business.
The transition and formation of the new
business was difficult in FY13.
The improvement in FY14 has resulted from
increased volumes to thl (still well below a full
normalised rotation of fleet), significant cost
savings and the ongoing development and
growth of the specialist vehicle business
Action Motor Bodies.
Throughout the year the business has designed
and commenced production of two new vehicles
for thl; a new 4 Berth non toilet shower and a
new 3 Berth toilet shower van product.

$1.0m
thl share of JV earnings
FY 2014

Both vehicles have been very well received at
the New Zealand TRENZ tourism event and are
well positioned for the coming year.
The quality and production efficiencies now
being obtained by this business are resulting
in ongoing cost reduction expectations for
thl product.

In summary, RVMG will subsequently provide
thl with lower cost vehicles, an improved
operating profit on FY14 and a reduction in
funds employed, thus driving the ROFE
beyond minimum acceptable levels in a short
space of time.

Importantly for thl, RVMG have remained on
track with their commitment to the repayment
of shareholder loans in an appropriate timeframe.
The funds employed in this business by thl will
reduce over the coming two years.

171%

Growth in thl share of
JV earnings

$-1.4m
thl share of JV earnings
FY 2013

OPERATIONS
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Q&A GRANT WEBSTER

STRAIGHT
TALK
thl’s results look good on paper
but are they sustainable?
Grant Webster explains.
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Q&A GRANT WEBSTER

Q&A GRANT WEBSTER

Returns:
thl has delivered two years of
improvements in returns; can you
sustain this?
Yes. Clearly holding the amount of funds in the
business that thl does you have to either make a
sustainable return or there is no point in being
here. We do believe we have changed the way we
operate enough to become far more sustainable
and we are in a growth phase. We are extremely
strict on where fleet capital is employed today
and assess every new vehicle decision with the
learnings from the past few years where the
whole market was delivering such poor returns.
We have had positive growth and are clearly
forecasting further gains this coming financial year.

Q&A GRANT WEBSTER

We now are one of the higher gross dividend
yield stocks on the New Zealand exchange.
The FY14 dividend of 11 cps is as high as it has
been in the last ten years.
We understand what the fundamental issues
are with the business and we are focused on
both growth and protecting the business from
the extremes of the natural volatility that exists
in tourism businesses.
We have been compared to an airline before
and that’s understandable. We do however have
a different class of assets. We have a ready and
willing sale market in all jurisdictions that
we operate.
We have to become less reliant on growth from
just increasing fleet size.

19

Q&A GRANT WEBSTER

Operations:
How have operational
improvements assisted returns?
We have made some smart strategic decisions
over the past few years which are proving their
worth such as the acquisition of Road Bear RV in
the United States, the joint venture manufacturing
with an owner/operator and the merger of the
United and KEA businesses. Each of these has
added genuine value and capacity to thl as well as
providing significant cost synergies to the group.
Operationally there have been some great
improvements in many areas and lots more
work to do. Most significantly for the future
results of the business has been the
improvements in the design and quality of
the vehicles we manufacture.
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Q&A GRANT WEBSTER

We are seeing today the benefits of the work
carried out over the past four years with vehicles
lasting longer, costing less to operate and selling
for more. It is clearly one of the issues in this
business that with a life cycle of several years you
operate with the decisions made in the past for a
long time and it takes quite some time to reap the
rewards of new decisions.
From a crew perspective we are in a new phase
now. When the business profitability was
suffering we stayed focused, and stayed positive
however we were focused on recovery not
growth. We still have significant improvements
to make however, we are moving to the next step
of enabling the crew in thl to grow and take the
business to a new level. We had some change in
leadership roles in the business including some
changes at the board level. It has been great to
have new people come into the business who can
see the future growth opportunities.

Q&A GRANT WEBSTER

Industry:

Growth:

How is thl positioned for
the future?

What are thl’s prospects
for growth?

Tourism is still the second largest export earner
in New Zealand and has a clear target of being
the largest again in a few years’ time. We are
a touring destination, people don’t come to
New Zealand to only stop at a beach and relax.

Growth will come on in two forms for thl.
Firstly improved returns from existing capital
and secondly from new initiatives and
potential investments.

We have conducted research in New Zealand
and Australia over the past few years and we
know that the rentals industry is worth over
$500 million in New Zealand and close to $400
million in Australia.
The reality in our view is that the rental industry
has changed in New Zealand and Australia.
No industry can survive with capacity excesses
like New Zealand saw between 2010 and 2012
with in excess of 25% extra capacity. Rental RV
operations have gone into receivership in both
New Zealand and Australia in recent years.
This along with struggling returns has created
both a more productive and mature industry as
well as a far more stringent credit environment.
The days of extremely low equity asset financing
in this industry appear to be over. This creates a
stronger discipline across the industry.

We have set a target for FY15 of at least
$15 million NPAT. We have also clearly stated
boundaries for debt disciplines. Beyond FY15
growth needs to be created through smart,
less asset intensive businesses that can leverage
our current industry and capabilities. At the
Annual Meeting we will provide some more
clarity on the boundaries for future investment.

Q&A GRANT WEBSTER
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HIGHLIGHTS

HIGHLIGHTS
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Independent report

TOURISM HOLDINGS
ROAM FREE

Tourism Holdings (thl) is a New Zealand-based provider of tourism products
for the ‘roam free’ free independent traveller (FIT) market. It has operations in
New Zealand, Australia and the US. Its main product is motorhome rental and
it also offers attractions and guided tours in New Zealand. thl has a rejuvenated
board and is on a journey to restore return on capital employed (ROCE) to 14%,
after a period where overcapacity in the New Zealand market reached 25% and
thl’s FY13 ROCE fell to 5.5%. It acquired two smaller players in November 2012
and has since reduced the New Zealand fleet by 22% (~550 motorhomes).
Our peer comparison valuation, supported by our DCF model, suggests a value
of NZ$1.65 per share.

28 AUGUST 2014
PRICE

NZ$154m

Net debt (NZ$m) as at end FY14

78.7

Shares in issue

111.9m

Free float

78%

Code

THL

Primary exchange

NZX

Secondary exchange

EBIT
(NZ$m)

EPS*
(c)

DPS*
(c)

P/E
(x)

Yield
(%)

06/13

224.6

14.6

3.4

4.0

40.6

2.9

1.3

06/14

226.7

23.9

9.5

11.0

14.5

8.0

1.2

06/15e

248.0

30.3

15.3

12.1

9.0

8.7

06/16e

260.3

35.5

18.3

14.5

7.5

10.6

Note: *PBT and EPS (fully diluted) are normalised, excluding intangible amortisation, exceptional items and
share-based payments.

N/A

SHARE PRICE PERFORMANCE

Revenue
(NZ$m)

Year end

NZ$1.38

MARKET CAP

1.4

1.1
1
0.9
0.8
0.7
0.6

RESTORE ROCE

thl’s immediate issue is to restore sub-optimal returns on capital employed to an acceptable
long-term average of 14% pa and to implement more stringent capital allocation discipline.
The poor ROCE performance was due to the industry’s failure in a time of decreasing demand to
match the supply of motorhomes with demand, resulting in excess capacity. The business model
of investing in a motorhome fleet to rent to tourists means high capital utilisation, high fixed costs
and sticky variable costs. FY14 NPAT of NZ$11.1m is an increase in earnings per share (EPS)
of 180% and the improvement in ROaCE of 330bps to 8.8%, shows that the ROCE restoration
journey has begun.

PURSUE GROWTH OPTIONS

thl intends to pursue growth options that leverage the existing operations and have relatively low
capital intensity. Its growth strategy should see it achieve average long-term earnings per share
growth in high single digits, in line with the general market, while maintaining acceptable ROCE.

VALUATION: THE RIGHT TO TRADE CLOSE TO MARKET MULTIPLE

thl’s business will continue to experience volatility from factors beyond its control. Its strategy
of returning ROCE to respectable levels and maintaining capital discipline should see thl achieve
growth during the recovery period of FY15-16 of ~20% pa and then high single-digit average EPS
growth in line with the general New Zealand market. As management executes on its strategy and
lifts ROCE, we expect the discount to the market and peers to close. Our peer comparison valuation
is NZ$1.65 after applying a 15% discount for size and time taken to achieve acceptable ROCE.

0.5

%

S

O

N

D

J

F

M

1m

A

M

J

J

3m

A

12m

Abs

19.7

25.0

129.5

Rel (local)

18.6

23.1

107.1

52-week high/low

NZ$1.40

NZ$0.58

BUSINESS DESCRIPTION
Tourism Holdings listed on the NZX in
June 1986. It is the largest motorhome
rental operator in the world with a fleet
of ~3,900 motorhomes.
NEXT EVENT
AGM

26 November 2014

ANALYSTS
Moira Daw
Roger Johnston

+ 61 2 9258 1160
+ 44 (0)20 3077 5722

industrials@edisongroup.com

TOURISM HOLDINGS IS A RESEARCH CLIENT OF EDISON INVESTMENT RESEARCH LIMITED
The full report is available in the investor section at thlonline.com

INDEPENDENT REPORT
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GLOBAL INDICATORS

Our economic view
of thl’s key markets
As at June 2014

UK

Consumer Confidence
2014
2013

GDP Growth

Outlook: Strong
Consumer confidence has lifted
strongly. GDP growth at 3%
is amongst highest in the
developed world.
Visitor arrivals
NZ +3%

2014

YEAR TO JUNE 2014

2013

Australia +6%
YEAR TO JUNE 2014

USA +0%
9 MONTHS TO MARCH 2014

FRANCE

Consumer Confidence
2014
2013

GDP Growth
2014

Outlook: Improving
Consumer confidence improved
but at historically low levels.
GDP growth improving but
relatively weak at + 0.7%.
Visitor arrivals
NZ +16%
YEAR TO JUNE 2014

2013

Australia +5%

Consumer Confidence

Consumer Confidence

2014

2014

2013

2013

GDP Growth

GDP Growth

2014

2014

2013

2013

YEAR TO JUNE 2014

USA +8%
9 MONTHS TO MARCH 2014

NETHERLANDS

Consumer Confidence

GDP Growth

2014
2013

2014
2013

GERMANY

SWITZERLAND

Outlook: Improving
Consumer confidence has improved.
GDP growth improved but still
relatively weak.

Outlook: Positive
Consumer confidence and GDP growth
ahead of 2013 though GDP growth
slowed in last quarter.

Visitor arrivals
NZ +2%

Visitor arrivals
NZ +17%

Outlook: Improving
Consumer confidence has improved
on a year ago and above long term
averages. GDP growth improved
and moderate.

YEAR TO JUNE 2014

YEAR TO JUNE 2014

Australia +4%

Australia +9%

YEAR TO JUNE 2014

YEAR TO JUNE 2014

USA +0%

USA +0%

9 MONTHS TO MARCH 2014

9 MONTHS TO MARCH 2014

Visitor arrivals
NZ +14%
YEAR TO JUNE 2014

Australia +3%
YEAR TO JUNE 2014

USA -2%
9 MONTHS TO MARCH 2014
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GLOBAL INDICATORS

USA

CHINA

Consumer Confidence
2014
2013

Outlook: Strong
Consumer confidence is up,
though not at historically high
levels. GDP growth is 7.4%.
Visitor arrivals
NZ +8%

GDP Growth
2014
2013

Consumer Confidence
2014
2013

GDP Growth

YEAR TO JUNE 2014

2014

Australia +12%

2013

Outlook: Positive
Consumer confidence has
improved to pre GFC levels.
GDP growth is improving at
a slow pace.
Visitor arrivals
NZ +12%
YEAR TO JUNE 2014

Australia +9%

YEAR TO JUNE 2014

YEAR TO JUNE 2014

USA +20%
9 MONTHS TO MARCH 2014

AUSTRALIA

Consumer Confidence
2014
2013

GDP Growth
2014
2013

Outlook: Neutral
Consumer confidence is lower than a
year ago and at historically low levels.
GDP growth is improving and good by
world standards.
Visitor arrivals
NZ +4%
YEAR TO JUNE 2014

USA +3%
9 MONTHS TO MARCH 2014

Note:
Consumer Confidence as at 30 June 2014
GDP growth is the annual growth to 30 June 2014

GLOBAL INDICATORS
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thl DIRECTORY

Directors

Executives

Auditors

Rob Campbell
Independent Chairman

Grant Webster
Chief Executive Officer

PricewaterhouseCoopers
Auckland

Graeme Bowker
Independent Director

Mark Davis
Chief Financial Officer

Christina Domecq
Independent Director

Grant Brady
Managing Director
RV Manufacturing Group

Solicitors
Minter Ellison Rudd Watts
Auckland

Kay Howe
Non Independent Director
David Neidhart
Non Independent Director
Graeme Wong
Independent Director

General Manager
New Zealand Vehicle Sales
Keith Chilek
Chief Technology Officer

Bankers
Westpac
New Zealand Limited
Westpac Banking Corporation
ANZ Bank
New Zealand Limited

Matthew Harvey
General Manager
Australian Operations

Share Registrar

Mike Horne
General Manager
New Zealand Rentals Operations

Link Market Services
PO Box 384
Ashburton

Kate Meldrum
General Manager
Group Revenue
Brand & Customer Experience

Tel: +64 3 308 8887
Fax: +64 3 308 1311

Daniel Schneider
CEO & President
Road Bear RV Rentals & Sales

thl BRANDS

Campervan. 4WD. Car Rentals
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DIRECTORY

CONTACT

RENTALS

TOURISM OPERATIONS

GROUP SUPPORT SERVICES

New Zealand
36 Richard Pearse Drive
Mangere
Private Bag 92 133
Auckand 1142
New Zealand

Waitomo Group
39 Waitomo Caves Road
Private Bag 501
Otorohanga 3940
New Zealand

The Beach House
Level 1, 83 Beach Road
Auckland City
PO Box 4293
Shortland Street
Auckland 1140
New Zealand

Tel: +64 9 255 3910
Fax: +64 9 255 0629
Australia
Central West Business Park
Building 2, 9 Ashley Street
Braybrook VIC 3019
PO Box 4194
Footscray West D.C.
Footscray West VIC 3012
Australia
Tel: +61 3 8398 8800
Fax: +61 3 9687 4522
United States
Road Bear RV Rentals & Sales
28404 Roadside Drive
Agoura Hills
CA 91301
Tel: +1 818 865 2925
Fax: +1 818 991 2744
www.roadbearrv.com
www.keacampers.com
www.maui-rentals.com
www.britz.com
www.mightycampers.com
www.campervan.co.nz
www.rvsupercentre.co.nz

Tel: +64 7 878 8227
Fax: +64 7 878 8858
www.waitomo.com
www.blackwaterrafting.co.nz
www.ruakuri.co.nz
Kiwi Experience
85 Beach Road
Auckland 1010
New Zealand
Tel: +64 9 336 4286
Fax: +64 9 366 1374
www.kiwiexperience.com

OVERSEAS
REPRESENTATION OFFICES
Germany
Tel: +49 89 7257 9550

Tel: +64 9 336 4299
Fax: +64 9 309 9269
www.thlonline.com

ASSOCIATED COMPANIES
RV Manufacturing Group LP
169 Bush Road
Albany 0632
New Zealand
Action Motor Bodies
32 Kaimiro Street
Te Rapa
Hamilton 3241
New Zealand
Tel: +64 7 850 2410
www.actionmotorbodies.co.nz

United Kingdom
Tel: +44 20 7193 3518

THL DIRECTORY
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