
�

�

 

 

 

VDM GROUP LIMITED 
and its controlled entities 

ABN 95 109 829 334 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

HALF YEAR FINANCIAL REPORT 

HALF-YEAR ENDED 31 DECEMBER 2008



��������	�
����
�� � ����
�
��
���������
���
�������� ���
��
	����

CONTENTS 
 

  Page 

 
CORPORATE DIRECTORY        1 
 
DIRECTORS’ REPORT        2 
 
AUDITOR’S DECLARATION OF INDEPENDENCE     5 
 
FINANCIAL STATEMENTS 
 
 Income Statement        6 
 
 Balance Sheet         7 
 
 Cash Flow Statement        8 
 
 Statement of Changes in Equity      9 
 
 Notes to the Half-Year Financial Statements     10 
 
DIRECTORS’ DECLARATION       14 
 
INDEPENDENT REVIEW REPORT       15



�

��������	�
����
�� - 1 -� ���������������
�
��
���������
���
�����������
��
 	����

�

CORPORATE DIRECTORY 
 
ABN:  95 109 829 334  
 
DIRECTORS 
Mr J Saleeba (Chairman) 
Mr J C Farrell (Chief Executive) 
Mr C M Bradshaw 
Mr J J van der Meer 
Mr H A Parker 
Mr R Kestel 
Mr B Nazer 
 
 
COMPANY SECRETARY 
Mr P A Simpson 
 
 
REGISTERED AND PRINCIPAL OFFICE  
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Telephone: (08) 9227 5599 
Facsimile: (08) 9227 5853 
Website:  http://www.vdmgroup.com.au 
 
 
POSTAL ADDRESS  
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SHARE REGISTER 
Security Transfer Registrars Pty Ltd 
770 Canning Highway 
Applecross  WA  6153 
Telephone:  (08) 9315 2333 
Facsimile:  (08) 9315 2233 
 
VDM Group Ltd shares are listed on the Australian Stock Exchange.  
 
The ASX Code is VMG 
 
 
BANKERS  
Bankwest Perth 
108 St George’s Terrace 
Perth WA 6000 
 
 
AUDITORS 
Ernst & Young 
11 Mounts Bay Road 
Perth WA 6000 
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Your directors submit their report for the half-year ended 31 December 2008 for VDM Group Limited (VDM or the 
Company) and its controlled entities (the Group). 
 
DIRECTORS 
 
The names of the Company’s directors in office during the half-year and until the date of this report are set out 
below.  Directors were in office for the period unless otherwise stated. 
 
Name 
John Saleeba (Non Executive Chairman) 
John Clifford Farrell (Managing Director) 
Clive Martin Bradshaw (Executive Director) 
James John van der Meer (Executive Director) 
Hugh Anthony Parker (Executive Director) 
Stuart John Cuthbert (Executive Director)    Resigned 19 November 2008 
Ross Kestel (Non Executive Director) 
Barry Nazer (Non Executive Director)    Appointed 1 October 2008 
 
 
NATURE OF OPERATIONS AND PRINCIPAL ACTIVITIES 
 
Consulting division  
 

·  Master planning and feasibilities 
·  Town urban planning 
·  Environmental consulting 
·  Building design 
·  Project management 
·  Civil engineering and contract administration 
·  Structural engineering 
·  Marine engineering 
·  Traffic engineering 
·  Security engineering 
·  Infrastructure engineering 
·  Mining & resources engineering 
·  Building services engineering – fire, electrical, mechanical 

 
Construction division  
 

·  Mine site workshops, warehouses, office and accommodation facilities 
·  Bulk materials storage and handling facilities 
·  Metropolitan area commercial and industrial construction 
·  Civil & mechanical construction 
·  Underground civil concrete works 
·  Hyparspace – steel roof and wall structural system 
·  Structural steel fabrication 

 
Resources and infrastructure division  
 

·  Civil contracting and bulk earthworks 
·  Marine based civil contracting 
·  Drilling and blasting service 
·  Quarrying and raw materials production 
·  Mobile crushing and screening 
·  Feed/ROM pad management 
·  Load and haul transport operations 
·  Dam construction and management 
·  Mechanical and mineral process engineering 

 
VDM Group employs approximately 1,200 people, operating in offices in Western Australia, Victoria, New South 
Wales, Queensland and the Northern Territory. Offices overseas are located in Hanoi (Vietnam), Dubai (United 
Arab Emirates) and Mumbai (India). 
 
RESULTS OF OPERATIONS 
 
The consolidated entity’s profit after providing for income tax for the half-year was $3,229,000 (2007: 
$11,245,000). 
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DIVIDENDS PAID OR PROPOSED 
 
A 5 cent fully franked final dividend was paid on 28 November 2008, bringing the full-year dividend for 2008 to 10 
cents per share (2007: 8 cents).  The dividend is consistent with the dividend policy which has been established 
by the directors. 
 
VDM Group does not propose to pay an interim dividend for the half year ended 31 December 2008 (2007: 5 cent 
dividend paid on 30 May 2008).   
 
REVIEW OF OPERATIONS 
 
VDM achieved a net profit after tax of $3,229,000 for the financial period ended 31 December 2008, which is a 
71.3% decrease on the net profit after tax of $11,245,000 recorded in 2007 for the same period. 
 
Revenue from ordinary activities was $238,400,000 an increase of 23.3% on revenue recorded in 2007 for the 
same period. 
 
The decline in the financial performance over the previous period reflects deteriorating economic and market 
conditions. In addition, earnings have been materially impacted by a number of challenging construction 
contracts, an increase in overheads and reduced margins.  
 
INTERESTS IN SHARES AND OPTIONS  
 
At the date of this report, the interest of the directors currently in office and who held office during the year, in the 
shares of the Company and related bodies corporate were as follows: 
 
         Ordinary shares 
John Saleeba           52,000 
John Clifford Farrell      1,298,873 
Clive Martin Bradshaw      3,194,269 
James John van der Meer      3,219,846 
Hugh Anthony Parker      1,495,118 
Stuart John Cuthbert      4,072,826 
Barry Nazer                          50,000 
 
SHARE OPTIONS 
 
On the 31 January 2008 the Group offered senior management the right to participate in a share option scheme. The 
offer closed on 11 February 2008.  1,710,00 options were taken up at a price of $2.25.   25% of the options vested on 
21 December 2008, 25% of the options vest on 21 December 2009, 25% of the options vest on 21 December 2010 
and the remaining 25% of the options vest on 21 December 2011.  355,000 options were forfeited during the half year 
period. Of the remaining options, 615,000 are subject to time conditions only and 740,000 are subject to both time 
and performance conditions. 
 
CHANGES IN THE STATE OF AFFAIRS IN THE FINANCIAL PERIOD  
 
On 4 July 2008, the Company acquired a 100% interest in BCA Consultants Pty Ltd as trustee for The EB Trust 
trading as BCA Consultants (BCA).   The Company paid a total of $5,145,000, made up of a cash component of 
$3,281,000 (including acquisition costs) and 1,312,900 VDM Group Limited shares at a value of $1,864,000. 
 
EVENTS AFTER THE BALANCE SHEET DATE  
 
There are no matters or circumstances that have arisen since 31 December 2008 which significantly affected or 
may significantly affect the operations of the consolidated entity, the results of those operations, or the state of 
affairs of the consolidated entity in subsequent financial years. 
 
AUDITOR INDEPENDENCE OR DECLARATION  
 
The Auditor’s independence declaration is set out on page 5 and forms part of the Directors’ Report for the half-
year ended 31 December 2008. 
 
ROUNDING 
 
The amounts contained in this report and in the financial report have been rounded to the nearest $1,000 (unless 
otherwise stated) under the option available to the Company under ASIC Class Order 98/0100.  The Company is 
an entity to which the Class Order applies. 
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Signed in accordance with a resolution of the Directors. 
 
 
 
 
 
 
 
JOHN FARRELL 
Director  
Perth, Western Australia 
27 February 2009
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 Note Consolidated  
Half-year ended  

31 December 2008  
$’000 

Consolidated  
Half-year ended 

31 December 2007 
$’000 

Continuing Operations  
 
 

   

Rendering of services  237,097 191,758 

Other revenue 3 1,303 1,545 

Revenues   238,400 193,303 

    

Cost of sales  (190,674) (151,011) 

Gross profit   47,726 42,292 

Other income 3 554 33 

    

Marketing expenses  (462) (399) 

Occupancy expenses  (2,069) (1,732) 

Administrative expenses  (36,538) (22,536) 

Finance costs  (4,180) (1,166) 

Other expenses  (30) (82) 

    

Share of profits from associates  88 176 

Profit before income tax   5,089 16,586 

Income tax expense  (1,472) (4,988) 

Net profit for the period   3,617 11,598 

    

Attributable to: 
Minority interest: 
Member of the parent 

 
 

     388 
3,229 

 
     353 
11,245 

    

Basic earnings per ordinary share (cents per share) 5 2.6 10.6 

Diluted earnings per ordinary share (cents per share) 5 2.6 10.6 

Interim dividend per ordinary share (cents per share) 4 - 5.0 
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 Note Consolidated  
31 December 2008  

$’000 

Consolidated  
30 June 2008 

$’000 

ASSETS    

Current assets     

Cash and cash equivalents  24,291 21,275 

Trade and other receivables  70,911 76,040 

Contracts in progress  41,577 39,936 

Inventories  5,137 4,043 

Development properties  22,942 6,719 

Other assets  5,061 2,979 

Total current assets   169,919 150,992 

Non-current assets     

Trade and other receivables  253 273 

Investments in associates  737 691 

Property, plant and equipment  81,278 78,180 

Deferred tax assets  5,224 5,385 

Intangible assets and goodwill  153,080 147,206 

Total non -current assets   240,572 231,735 

TOTAL ASSETS   410,491 382,727 

    

LIABILITIES     

Current liabilities     

Trade and other payables  61,106 59,932 

Interest-bearing loans and borrowings  53,117 31,933 

Current tax liability  10,065 7,298 

Provisions  9,768 7,601 

Total current liabilities   134,056 106,764 

Non-current liabilities     

Interest-bearing loans and borrowings  54,995 50,108 

Deferred tax liabilities  7,589 11,682 

Provisions  595 1,414 

Total non -current liabilities   63,179 63,204 

TOTAL LIABILITIES   197,235 169,968 

NET ASSETS  213,256 212,759 

    

EQUITY    

Equity attributable to equity holders of the parent    

 Contributed equity  184,917 182,141 

 Reserves  162 64 

 Retained earnings   24,651 27,419 

Parent interests   209,730 209,624 

Minority interests   3,526 3,135 

TOTAL EQUITY  213,256 212,759 
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 Note Consolidated  
Half-year ended  

31 December 2008  
$’000 

Consolidated  
Half-year ended 

31 December 2007 
$’000 

Cash flows from operating activities     

Receipts from customers (inclusive of GST)  269,576 207,615 

Payments to suppliers and employees (inclusive of GST)  (243,138) (197,382) 

Interest received  818 842 

Borrowing costs  (4,180) (1,160) 

GST paid  (8,485) (5,923) 

Income tax paid  (2,644) (815) 

Net cash flows from operating activities   11,947 3,177 

 
Cash flows from investing activities  

  
 

Purchase of property, plant and equipment  (416) (2,201) 

Proceeds from sale of property, plant and equipment  903 - 

Purchase of development properties  (16,223) - 

Purchase of intangibles  (797) (973) 

Purchase of investments  - (2,700) 

Acquisition of subsidiary, net of cash acquired 6 (2,858) (45,555) 

Net cash flows used in  investing activities   (19,391) (51,429) 

    

Cash flows from financing activities     

Loans to associates  214 - 

Proceeds from borrowings  29,325 18,770 

Repayment of borrowings  (15,688) (8,514) 

Dividend paid to ordinary shareholders  (5,117) (2,973) 

Proceeds from share placement  - 5,634 

Net cash flows from financing activities   8,734 12,917 

    

Net increase / (decrease) in cash and cash equivalents   1,290 (35,335) 

Cash and cash equivalents at beginning of period  16,550 43,160 

Cash and cash equivalents at end of period   17,840 7,825 

    

Reconciliation:    

Cash and cash equivalents  24,291 11,748 

Bank overdraft  (6,451) (3,923) 

Cash and cash equival ents at end of period   17,840 7,825 
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 Note Issued  
Capital 

$’000 

Retained  
Earnings 

$’000 

Option  
Reserve 

$’000 

Total 
Equity 
$’000 

Minority  
Interest 

$’000 

 
Total 
$’000 

        

Balance at 1 July 2007   113,368 11,107 - 124,475 2,469 126,944 

        

Profit for the period  - 11,245 - 11,245 353 11,598 

Issue of shares  67,271 - - 67,271 - 67,271 

Minority Interest  - - - - (234) (234) 

Equity dividends paid  - (3,670) - (3,670) - (3,670) 

Treasury shares  135 - - 135 - 135 

        

Balance at 31 December 2 007  180,774 18,682 - 199,456 2,588 202,044 

        

Balance at 1 July 2008   182,141 27,419 64 209,624 3,135 212,759 

        

Profit for the period  - 3,229 - 3,229 388 3,617 

Issue of shares 5 2,635 - - 2,635 3 2,638 

Equity dividends paid  - (5,997) - (5,997) - (5,997) 

Share based payments 5 141 
 

- 98 239 - 239 

Balance at 31 December 2008   184,917 24,651 162 209,730 3,526 213,256 
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1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT AN D SUMMARY OF SIGNIFICANT 

ACCOUNTING POLICIES         
 
Basis of preparation  

This general purpose condensed financial report for the half-year ended 31 December 2008 has been prepared in 
accordance with AASB 134 Interim Financial Reporting and the Corporations Act 2001. 

The half-year financial report does not include all notes of the type normally included within the annual financial report 
and therefore cannot be expected to provide as full an understanding of the financial performance, financial position 
and financing and investing activities of the consolidated entity as the full financial report. 

It is recommended that the half-year financial report be read in conjunction with the annual report for the year ended 30 
June 2008 and considered together with any public announcements made by VDM Group Limited during the half-year 
ended 31 December 2008 in accordance with the continuous disclosure obligations of the ASX listing rules. 

Apart from the changes in accounting policy noted below, the accounting policies and methods of computation are the 
same as those adopted in the most recent annual financial report. 

Changes in accounting policy  

From 1 July 2008 The Group has adopted the following Standards and interpretations, mandatory for annual periods 
beginning on or after 1 July 2008.  Adoption of these standards and interpretations did not have any effect on the 
financial position or performance of the Group. 
 

The following standards and interpretations have also been adopted from 1 July 2008:  

-  AASB 2008-10 Amendment to Australian Accounting Standards – Reclassification of Financial Assets 
(amendments to AASB 139 Financial Instruments: Recognition and Measurement and AASB 7 Financial 
Instruments Disclosures) 

-  Interpretation 4 (revised) Determining whether an arrangement contains a lease 
 
The Group has not elected to early adopted any new standards or amendments. 
 
 
Changes in presentation of income statement, cash f low statement and notes to the financial statements  

Consistent with the format used for the 30 June 2008 full year financial statements, the presentation and classification 
of the income statement has been amended from the half year reporting period to 31 December 2007. The income 
statement has now been prepared based on the functions of the Group’s operations, as opposed to the basis 
previously used, which was a mixture of function and nature. Note 2 to the half year financial statements has been 
amended to reflect this change.  

Prior period comparatives have been restated due to the reclassification of the income statement. The amendment to 
prior period comparatives have been made to each item within the income statement and each item within note 3 to the 
half year financial statements.  

The principal adjustment was the reclassification of employee related expenses ($20,878,000), repairs and 
maintenance ($4,351,000) and depreciation and amortisation ($3,754,000) to cost of sales. The total adjustment to cost 
of sales was $28,983,000.   

In addition, certain amounts relating to GST and to hire purchase liabilities have been reclassified in the cash flow 
statement to be consistent with the current year presentation. 
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2. SEGMENT REPORTING 
 
Business Segments 
 

 Consulting  Construction  Resources 
and 

Infrastructure 

Unallocated/
Eliminations 

Total  

 $’000 $’000 $’000 $’000 $’000 

Half -year ended  
31 December 2008  

     

Revenue       

External sales 31,163 141,633 64,301 - 237,097 

Other external revenue 158 618 380 147 1,303 

Inter-segment revenue 2,265 369 103 (2,737) - 

Total segment revenue 33,586 142,620 64,784 (2,590) 238,400 

      

      

Results       

Segment result 4,525 2,777 7,256 (5,377) 9,181 

Finance costs (89) (418) (1,804) (1,869) (4,180) 

Share of associates profits - 88 - - 88 

Net profit before tax 4,436 2,447 5,452 (7,246) 5,089 

Tax     (1,472) 

Net profit after tax      3,617 

 
 

     

Half -year ended   
31 December 2007  

     

Revenue       

External sales 25,537 118,115 48,106 - 191,758 

Other external revenue 106 393 79 967 1,545 

Inter-segment revenue 840 491 - (1,331) - 

Total segment revenue 26,483 118,999 48,185 (364) 193,303 

      

      

Results       

Segment result  6,249 4,347 8,215 (1,235) 17,576 

Finance costs (35) (158) (964) (9) (1,166) 

Share of associates profits (5) 181 - - 176 

Net profit before tax 6,209 4,370 7,251 (1,244) 16,586 

Tax     (4,988) 

Net profit after tax     11,598 
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3. REVENUE AND EXPENSES  

 Note Consolidated  
31 December 2008  

$’000 

Consolidated  
31 December 2007 

$’000 

Other revenue     

Interest  818 843 

Management fees  - 601 

Other  485 101 

Total other revenue  1,303 1,545 

    

Other income     

Net gain on disposal of property, plant and equipment  - 33 

Foreign exchange gain  554 - 

Total other income  554 33 

    

 
4. DIVIDENDS PAID 

 

Dividends declared and paid during the half-year on 
ordinary shares: 

   

Final franked dividend for the financial year ended 30 
June 2008: 5 cents, paid 28 November 2008 (2007: 4 
cents)  

 
5,997 3,670 

Dividends proposed and not yet recognised as a liability:    

Interim franked dividend for the half year ended 31 
December 2008: nil (2007: 5 cents) 

 - 5,536 

   

5. ISSUED CAPITAL   

 Note Consolidated  
31 December 2008  

Consolidated  
30 June 2008 

Issued and paid up capital     

Number of shares issued and fully paid  123,950,290 121,021,680 

Weighted average number of ordinary shares 
for basic earnings per share calculation 

 122,373,880 112,985,566 

Weighted average number of ordinary shares  
for dilutive earnings per share calculation 

 123,748,279 113,569,583 

 
 

Movement on ordinary shares on issue  Date Shares  Price ($)  Value 
($’000) 

Balance at 30 June 2008   121,021,680  182,141 

- BCA Acquisition 4 July 2008 1,041,400 1.42 1,479 

- BCA Acquisition 2 December 2008 195,020 1.42 277 

- Dividend reinvestment plan 30 November 2008 1,692,190 0.52 879 

- Share based payment during the half year  - - 141 

Balance at 31 December 2008   123,950,290  184,917 
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6. BUSINESS COMBINATIONS  
 
On 4 July 2008 the Company acquired a 100% interest in BCA Consultants Pty Ltd as trustee for The EB Trust trading 
as BCA Consultants (BCA).  The Company paid a total of $5,145,000 made up of a cash component of $3,281,000 
(including acquisition costs) and 1,312,900 VDM Group Limited shares at a value of $1,864,000.  
 
BCA is a multi-disciplined Building Services Consulting Engineering business with over 20 years experience in 
Electrical, Specialist Lighting, Mechanical, Fire, Transport and Environmentally Sustainable Development (ESD) 
Engineering disciplines. The business acquired enhances existing synergies within the Group and fits within the VDM 
Group’s acquisition strategy. 
 
The fair values of the identifiable assets and liabilities of BCA as at the date of acquisition are: 
 

 $’000 

Cash 423 

Receivables – current 1,403 

Other assets 59 

Investments 1 

Property, plant and equipment 237 

Goodwill 178 

Trade and other payables – current (2,055) 

Interest bearing loans and borrowings – 
current 

(2) 

Provisions – current (252) 

Provisions – non current (28) 

Net assets  (36) 

  

Cash paid 3,069 

Shares issued 1,756 

Deferred cash payment 191 

Deferred share payment 108 

Other expenses 21 

Total consideration  5,145 

  

Goodwill  5,181 

  
From the date of acquisition, BCA has contributed $494,000 to the net profit after tax of the Group. This figure would 
not have varied materially for the financial period 1 July 2008 to 31 December 2008 had the acquisition date for BCA 
been 1 July 2008.  
 
The carrying value of the acquirees’ assets and liabilities immediately before combination is materially the same as the 
provisional fair value at the date of acquisition. 

Other than the acquisition of Kayano Pty Ltd trading as Rocktec Contracting (“Rocktec”), the fair value of business 
combinations determined provisionally in the prior year are materially the same as that recognised at 30 June 2008. 
During the current year the final net tangible assets of Rocktec was assessed to be $1,457,000 and goodwill of 
$15,206,000 was recognised. 
 
 
7. COMMITMENTS AND CONTINGENCIES 
 
There has been no change to the commitments and contingencies disclosed in the most recent annual financial report.  
 
 
8. EVENTS AFTER THE BALANCE SHEET DATE  
 
There are no matters or circumstances that have arisen since 31 December 2008 which significantly affected or may 
significantly affect the operations of the consolidated entity, the results of those operations, or the state of affairs of the 
consolidated entity in subsequent financial years. 
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In accordance with a resolution of the directors of VDM Group Limited, I state that: 
 
In the opinion of the directors: 
 
(a) the financial statements and notes of the consolidated entity are in accordance with the Corporations Act 2001, 

including that they: 
 

(i) give a true and fair view of the financial position as at 31 December 2008 and the performance for the 
half-year ended on that date of the Group; and 

 (ii) comply with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations 
Regulations 2001; and 

 
(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when they become 

due and payable. 
 
On behalf of the Board 
 
 
 
 
 
 
John Farrell 
Director 
Perth, Western Australia 
27 February 2009 
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