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2007 performance



Restoring value
A systematic process

1. Fix the foundation

Review and address immediate business issues

2. Build on core strengths

Existing assets to be maximised

3. View to growth

Capture opportunities for incremental growth



Results overview
Key points

• Addressing fundamentals and restoring financial performance

• Focused on maximising value of each divisional asset

• Re-established confidence in the pharmacy community

• Progress made in financial management

• Reduced business complexity with joint venture arrangements

• Strategic certainty 



Group Performance



Key financials
FY07 Group Financials

$m FY07 FY06

Revenue 2,649 2,582

EBITD 22.6 51.1
Depreciation (15.5) (11.7)

EBIT 7.1 39.4
Profit from Associates (2.5) 0.3
Net Interest (20.4) (13.3)
Pre tax profit (15.8) 26.4
Tax 4.3 (7.8)
Profit after tax (11.5) 18.6
Reported net profit
(after minorities) (11.3) 20.6

EPS (c) (4.4) 7.3

One-off expenses (30.5) (18.7)

Underlying EBITD % Sales 2.0% 2.7%
Underlying EBIT % Sales 1.4% 2.2%



Key financials
Trending back to previous performance

$m 2H07 1H07 2H06

Revenue 1,365 1,284 1,297

EBITD pre one-offs 36.4 16.7 39.2
Margin 2.7% 1.3% 3.0%

One-off Costs (6.2) (24.3) (17.2)

EBITD 30.2 (7.6) 22.0
Margin 2.2% - 1.7%



One off items
Summary of second half items

Second half one-off items of $6.2 million

• Retail – $3.5m - includes fixed asset reviews for House and Price Attack

• Pharmacy – $1.1m – includes finalisation and reconciliation of third 

party logistics arrangements

• Corporate – $1.6m – includes resolution of audit adjustments with 

associates and additional fees



Key financials
Balance sheet

428.9411.2Net assets

444.4458.4Total liabilities

414.9

10.0

19.5

427.3

11.2

19.9

Trade and other payables

Interest bearing loans and borrowings

Other liabilities

873.3 869.6Total assets

91.9

215.9         

69.2        

41.3

124.8

216.9

76.0

39.5

Non-current Receivables

Intangible assets

Property, plant and equipment

Other non current assets

167.9

250.4          

36.1

0.6

120.5

256.5

21.3

14.1

Trade & other receivables

Inventories

Cash and equivalents

Income tax receivable

April 06April 07
$m

• Working capital management still a work in progress

• Capital management review commenced 



$m FY07 FY06

Net cash from operating activities 50.2 147.1

Net cash from investing activities (25.1) (10.3)

Net cash from financing activities (40.4) (126.8)

Change in net cash (15.3) 10.0

Cash and cash equivalents 14.6 30.1

• Voluntary suspension and corporate activity issues had greater impact 
than expected

• FY07 cash position affected by matters such as increased interest costs 
and additional investment into securitisation program 

Key financials
Cash flow summary



Division Reviews



Pharmacy 
Divisional review*

$m FY07 FY06
External sales 1,963 1,985

EBITD 36.0 47.5

EBITD margin 1.8% 2.4%

Key issues:
– Sales recovery in 2H07

• Effect of share trading suspension now passed and NSW rebound continues

• 2H07 external sales $960.6m vs 2H06 external sales $936.7m

– Margin focus through working with customers to promote more efficient delivery cycles 

– Back into traditional trading patterns – significant account wins coming back into API 
business cycle

– Continued focus on independents

• Key has been broad business services offer

*as per segment note



Retail
Divisional review*

$m FY07 FY06
External sales 566.0 477.7

EBITD 30.7 30.3

EBITD margin 5.4% 6.3%

Priceline Pharmacy sales 122.5 56.1

Corporate stores sales 443.5 421.6

Key issues:
– FY07 sales positive vs FY06

• Last quarter sales were softer than expected

• Like for like continued to outperform sector, corporate store sales growth 5.2%

• Priceline corporate store divestments increased, trend to continue

– Priceline Pharmacy growth in line with expectations

– Initiatives in place to lift operating margins eg supply chain

– Renewed Price Attack and House strategies aimed at growth taking effect

• Currently reviewing value for shareholders with offers in the market 
*as per segment note



Consumer
Divisional review*

$m FY07 FY06

External sales 41.7 40.8

EBITD 1.03 0.92

EBITD margin 2.5% 2.3%

Key issues
– Business continues to be tightly and well managed

– Pursuing greater opportunities with Pharmac (NZ equivalent of PBS)

– Strong relationships with contract manufacturing customers in Australia 

– IP still presents an opportunity

*as per segment note



Strategic path



Strategic pathway
Looking forward to 2011

• API will be affected by the major industry issues 

– Fifth Guild-Government agreement

– CSO funding uncertainty

– PBS reform package flow through

• To mitigate the effect API needs to move closer to the consumer and become 
more efficient in its business

Increase in generics penetration

2010

PBS reforms fully implemented

Fourth CPA with CSO known

Pharmacy industry to 2011

200920082007 2011

New CPA

Unknown CSO



Strategic pathway
Pharmacy is the base

• Investment in core customer base remains key

– 2,500 independent pharmacy customers

– Experienced management team in place

– Significant capital investment sunk into distribution

– Traction gained with extra customer services

• Effective and efficient distribution its foundation

– High service levels across all markets 

– Forms the foundation for holding sales position

– Working closer with customers to meet individual business 
needs

– Reducing number of deliveries



Strategic pathway
Pharmacy is the base

• Building more effective business partnerships
– API has gone beyond distribution capabilities to the provision 

of valued business services

– Suite of services continue to be at the core of relationships 
via the API Member program which includes:

• Store design & shop fit services

• Store merchandising and planning

• Store purchase/sale; leasing & other financial solutions

– Re-launch of Soul Pattinson pharmacy brand has met with 
significant interest with pilot store now open

– Working closer with customers has proved effective, with 
NSW a successful case in point

• Scope to further build and secure business



Strategic pathway
Pharmacy is the base

• Moving independent pharmacies forward – new Soul Pattinson 
offer now being implemented, first pharmacy open in Perth



Strategic pathway
Retail holds the growth potential

• Priceline Pharmacy has continued its strong growth, 
another 50 new stores this year

• The income has been quantified and is the real 
opportunity

• The practices that work today may not work 
tomorrow if they’re not focused on the consumer or 
the patient
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Strategic pathway
Priceline Pharmacy works

• Producing results for pharmacists

– Evidenced by full pipeline

– Average store turnover after 2 years is maturing

• $4.5 million

• Growth uplift on strength of offer

Front of store growth comparisons FY07

*

*Euromonitor and company estimates



Strategic pathway
Priceline Pharmacy works and has opportunity

• Producing results for consumers
– Consumers drawn to strong presence in beauty category

– Supermarkets increasing share, Priceline brands increasing 
share, Total Pharmacy decreasing share

– Opportunity exists with the Health category 

– Further development work to undertake in select categories

+10%

Priceline share

23.8%$3.7bnCosmetics & 
Toiletries*

Priceline growthMarket size

3%

Priceline share

81.2%$2.25bnOTC 
healthcare*

Priceline growthMarket size

*Euromonitor and company estimates



Strategic pathway
Priceline Pharmacy works

• Producing results for suppliers

– Strong growth across major categories

Priceline 
Pharmacy 
like-for-like 
growth

2006-7

Sector 
growth

2006-7*

13.9 %

120 %

4 %

Priceline 
Pharmacy 
actual $ 
growth

2006-7

*Euromonitor and company estimates



Strategic pathway
Priceline Pharmacy works

• Producing results for API

– Securing presence in the market

– PwC undertook work to validate independently

– Priceline has a unique proposition with a window of 
opportunity to implement

– Priceline Pharmacy model provides complete health and 
beauty offer to a more discerning consumer and can’t be 
easily replicated

$150k$4.5 million350m2Priceline 
Pharmacy

Annual return to 
API/store

Average revenueAverage store 
size



Strategic pathway
International benchmarks

• International comparisons are relevant
• Shoppers Drug Mart

• Walgreens

• Same style format demonstrates room for growth

Population per store
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Summary



API – A health and beauty company

Business to business

Pharmaceutical
distributor

Generics 
opportunity

Consumer 
brands

Traditional
banner

Consumer
brands
growth

Business to consumer

Health and
beauty

Dedicated 
health

Retail 
services

Lifestyle

Hair care/beauty
offer



Summary

• Operational focus

– Management demonstrated that continued improvement is 
achievable

• Financial

– Improvement in working capital and cash management needs 
further work to improve shareholder returns

• Strategic

– Clear path forward to build API’s health and beauty assets 

• Change in year end

– Four month period to 31 August 2007
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