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Disclaimer

This presentation contains certain statements and projections provided by or on behalf of Cardno Limited with respect to the anticipated 
future undertakings. Any forward‐looking statements reflect various assumptions by or on behalf of Cardno. Accordingly, these 
statements are subject to significant business, economic and competitive uncertainties and contingencies associated with the business 
of Cardno which may be beyond the control of Cardno which could cause actual results or trends to differ materially, including but not 
limited to competition, industry downturns, inability to enforce contractual and other arrangements, legislative and regulatory changes, 
sovereign and political risks, ability to meet funding requirements, dependence on key personnel and other market and economic 
factors. Accordingly, there can be no assurance that any such statements and projections will be realised. Cardno makes no 
representations as to the accuracy or completeness of any such statement of projections or that any projections will be achieved and 
there can be no assurance that any projections are attainable or will be realised.

Additionally, Cardno makes no representation or warranty, express or implied, in relation to, and no responsibility or liability (whether for 
negligence, under statute or otherwise) is or will be accepted by Cardno or by any of their respective officers, directors, shareholders, 
partners, employees, or advisers (Relevant Parties) as to or in relation to the accuracy or completeness of the information, statements, 
opinions or matters (express or implied) arising out of, contained in or derived from this presentation or any omission from this 
presentation or of any other written or oral information or opinions provided now or in the future to any interested party or its advisers. In 
furnishing this presentation, Cardno undertakes no obligation to provide any additional or updated information whether as a result of 
new information, future events or results or otherwise.

Except to the extent prohibited by law, the Relevant Parties disclaim all liability that may otherwise arise due to any of this information 
being inaccurate or incomplete. By obtaining this document, the recipient releases the Relevant Parties from liability to the recipient for 
any loss or damage which any of them may suffer or incur arising directly or indirectly out of or in connection with any use of or reliance 
on any of this information, whether such liability arises in contract, tort (including negligence) or otherwise.

This document does not constitute, and should not be construed as, either an offer to sell or a solicitation of an offer to buy or sell 
securities. It does not include all available information and should not be used in isolation as a basis to invest in Cardno.
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Overview of Cardno

> Cardno (ASX:CDD) is a global professional infrastructure and 
environmental services company

> Teams of leading professionals who plan, design, manage and 
deliver sustainable projects and community programs

> Three regions: Americas, Australia & New Zealand, and 
Rest of World

> Employs around 8,200 staff in over 300 offices working on projects 
in more than 85 countries

> Commenced operations in 1945 in Brisbane, Australia

> ASX200 company with a market capitalisation around A$1.0 billion

> Delivered ten consecutive years of NPAT growth
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Cardno Celebrates 10 Years on the ASX

The listing of Cardno on the ASX provides access to 

additional sources of capital to support the M&A strategy.
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Cardno Celebrates 10 Years on the ASX

The globalisation of Cardno has delivered benefits to its staff, shareholders 

and clients through the growth of capability and global reach.
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Diverse Offering of Services, Clients and Locations

Note: 2014 Fee Revenue with pro forma adjustment for Cardno PPI
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Cardno Performance Since ASX Listing

Cardno has delivered 35.1% CAGR in Group 

Revenue and 33.1% CAGR in NPAT since 2004. 

FY14 group revenue grew 9.6% over the prior year. FY14 net profit after tax broadly flat reflecting impact 

of recent mergers offsetting difficult market conditions. 
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Cash and Earnings – Key Results

Cardno has delivered 33.1% CAGR in NPAT, 24.1% CAGR in 

Operating Cash Flow and a 32.1% CAGR in EBITDA since 2004. 

Cardno achieves strong cash conversion with 

operating cash flow of $84.6 million in FY2014

- broadly consistent with our historical performance 

relative to NPAT.

EBITDA at record levels. In Fy2014 EBITDA margin 

declined due to difficult market conditions, changes in 

business mix, increased M&A and restructuring costs. 

Long term the margin has been fairly constant.
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EPS and Dividend – Key Results

Cardno has delivered 13.7% CAGR in EPS

and 13.1% CAGR in Dividend since 2004. 

FY2014 EPS impacted by the increased number of 

shares following equity issuance in FY2014 for major 

acquisitions and broadly flat financial performance 

resulting from difficult conditions. 

Dividend payout in AUD terms has been maintained at 

previous levels but represents a higher percentage 

payout ratio. FY2014 dividend fully franked.
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Overview

FY2014 was challenging results flat but business model resilient 
> Challenging conditions in mining and resource sectors 
> Severe winter weather impacted Americas results in the third quarter
> Major projects concluding in a tight market

Disciplined response to challenging market conditions
> Advanced acquisition integration to drive organic revenue growth
> Focused on right sizing, productivity improvement and cost savings
> Stabilised margin performance 
> Strengthened balance sheet – including US Private Placement with improved terms and tenor

Business strategy in place to deliver earnings improvement
> Robust forward pipeline - $935m as of end of September 2014 (up from $855m in June 2014)
> Americas exposed to growth markets
> Well positioned for ANZ infrastructure opportunities in the medium term
> Emphasis on strategic clients to help drive organic revenue growth

Global Top Twenty Firm by 2020
> Initiating strategic campaigns including Grow Cardno to enhance organic revenue growth 

focus and Cardno Efficient + to improve margins 
> Continuing strategy of diversification through disciplined M&A to increase geographic and 

market sector footprint
> Maintaining conservative balance sheet and strong cash flows
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Results Highlights

Flat profit performance resulting from difficult market 

conditions – balance sheet and cash flow remain strong 

> Total fee revenue increased (organic revenue down 8.3%)

> EBITDA up on 2013

> NPAT broadly flat with FY2013, reflecting variable market conditions 
offset by contributions of recent M&A partners

> Robust forward project pipeline (backlog) $855 million 
as at June 2014 – a 20% increase over prior year

> Earnings per share of 52 cents

> Full-year dividend at 36 cents per share, final 17 cents dividend 
100% franked

> Strong operating cash flow of $84.6 million

> Strong balance sheet
– net debt / EBITDA of 1.6 times
– cash on hand of $85.9 million



14

02

2014 Annual 

General Meeting

Cardno FY2014 Highlights – Growth Pressures

Organic revenue growth is defined as revenue growth from the business 

in any period excluding the contribution of merger and acquisitions

> Full year net revenue growth of 8.7% driven by M&A which was offset by a decline in organic growth

> Second half revenue and profit impacted by:

 Tapering of work associated with the Gulf of Mexico oil spill continued

 Extended winter weather and storms in North America 

 Ongoing impacts of the US Federal Government budget constraints on project commencement

 Winding back of mining projects in Australia and abroad

 Reduced confidence in Australia - slowing new project start-ups

SNAPSHOT

Full year organic revenue decline  -8.3%

> -3.1% - Impact of extended winter weather 

> -4.2% - GoM spill response slow down 

> -2.2% - Australia resource slow down

> -0.1% - US Government budgetary issues impact

> +1.3% - Organic revenue growth achieved in parts of the underlying business
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Cardno FY2014 Highlights – Response

Cardno’s management structure promotes local accountability for profit 

performance allowing for prompt response to adverse market conditions. 

> Co-location of staff in 16 offices and the closure of 17 surplus offices to accelerate integration

> Ongoing matching of resources to market demand with a reduction of 320 staff across the globe

> Restructured the Americas from 11 divisions to five divisions to better service our clients, optimise 
management and overhead costs

> Reduced the number of business units in Australia from 54 to 37 

> Established an Americas regional business service centre in Denver, Colorado to improve efficiency 
and effectiveness of support services delivery – similar activity to ANZ 

> Limited average salary increases to less than 2% globally reflecting current market conditions
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Cardno FY2014 Highlights – Opportunities

Backlog is defined as the fee revenue component of work 

that has been contracted and scheduled for delivery.

USPP – United States Private Placement 

> Backlog has increased in the Americas and Emerging 
Markets establishing a good base for FY2015 performance

> Cash flow has remained strong with cash conversion in line 
with previous trends - no change in working capital terms

> The balance sheet is well positioned for growth with debt 
facilities renegotiated on improved terms and the debut 
USPP facility strongly supported – resulting in average cost 
of debt of less than 2%

> Integration activity is well advanced in the Americas 
consolidating 11 merger partners into five divisions and 
establishing a regional shared services facility in Denver to 
streamline functional support 

> Recent acquisitions in North America servicing markets that 
continue to provide growth opportunities
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Safety Performance Continues to Improve

* Lost Time Injury Frequency Rate

Continued improvement in our Lost Time Injury Frequency Rate and Total 
Recordable Injury Frequency Rate. The Zero Harm program is 
responsive to changing needs of the business and clients, and provides 
managers and staff with resources to fulfill their roles and responsibilities 
with strong commitment to safety.

The Americas have reported 16 months without a Lost Time Injury.

Cardno LTIFR* at the 
end of June 2014:

0.15 per million man-hours 

(0.03 per two hundred thousand 
person-hours - US equivalent)
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Key Differentiators

Trusted Partner

> Core focus on quality clients with high 
rate of repeat business

> Anticipate and understand client’s
real needs

> Major projects are the cream, not our 
base business

Value-adding Solutions

> Unique combination of social, economic, 
environmental and engineering

> Depth of services and breadth of global locations 
– with bench strength in niche capabilities

> Focus on delivering solution-oriented 
services and advice

Local Presence

> Regional office network

> Empowered local managers

> Active in local community

> Access to national and global expertise
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Becoming a World Leader

Source: Engineering News Record (ENR)

Cardno

ranked 36th
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$12,511m

(7.2x)

$1,726m

$6,820m

(3.6x)

$1,897m

$5,535m

(11.7x)

$474m

$5,041m

(5.7x)

$879m

$4,050m

(50.4x)

$80m

$3,813m

(5.4x)

$710m

$3.585m

(3.8x)

$894m

$2,136m

(18.5x)

$116m

$2,064m

(6.2x)

$332m

$1,810m

(9.2x)

$196m

$1,390m

(7.3x)

$190m

$1,194m

(30.5x)

$1,138m

(22.6x)

$39m $50m
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Changing Competitive Landscape

Top 13 hottest growth firms ranked by total revenue. Hottest growth is defined as a function of 

(i) overall percentage growth and (ii) overall $ growth in revenue over past 10 years
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Drivers of Consolidation

CLIENTS

1. Move from sourcing of 

specialist to solutions

2. Preference to deal with 

fewer suppliers

3. Clients are expanding 

nationally and globally

4. Increasing allocation of 

risk to suppliers

INTERNAL OWNERSHIP

1. Majority of firms owned 

by ageing principals

2. Internal ownership 

transfer less likely

3. Market price has 

shifted upward

4. Millennials 

unlikely/unable to pay

COMPETITION

1. Consolidation is 

accelerating

2. Expanding services, 

geography and markets

3. Increasing use of low 

cost resources

4. Strategic alliances

BENEFITS OF SCALE

1. Diversification of end 

markets/volatility

2. Full-service offering 

3. Enhanced systems and 

cost synergy

4. Risk mitigation

Accounting: Consolidated - Four global players

OTHER PROFESSIONAL 

SERVICE INDUSTRIES

Industry Consolidation Accelerating

Investment Banking: Largely consolidated 

- < 10 global firms

Consulting: Largely consolidated

- Three global players

Legal: Consolidating – Regional firms 

becoming global
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Cardno Strategy

Cardno operates on a five year strategic planning 

cycle with the current plan ending in early 2015.

2015-2020 Plan Theme:  “Vision 20/20”

> Development of 2020 Plan underway

> Aim to become a top 20 global design firm by 2020

> Emphasis on growth, efficiency improvement and 

key clients

 Combine organic revenue growth with disciplined approach to M&A

 Build recurring revenue streams and organic revenue through cross-selling and leveraging strategic clients

 Strong focus on improving operational efficiency and effectiveness

 Attraction and retention of  great people

 Foster/encourage employee shareholding to align interests of employees and shareholders

 Continue diversification strategy – both geographical and market sectors

 Conservative balance sheet and strong cash flows

 Delivery of strong shareholder returns
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Outlook

Cautious optimism for growth in the Americas and a slow 

improvement in Australia as infrastructure investment is commenced

> Conditions appear more favourable than FY2014 however this is not expected to translate into 

improved performance until the second half of FY2015.  Recent volatility in global equity markets, 

commodity prices and socio-political unrest in many parts of the world suggest conditions remain 

uncertain in the near term

> United States economic activity is improving and Cardno is well exposed to anticipated growth markets 

in oil and gas, infrastructure and private development spanning our core services of environmental and 

engineering. Contribution from our recently acquired oil and gas business, Cardno PPI, has been lower 

than anticipated and is expected to improve

> Australia and New Zealand markets remain difficult for Cardno as the reduction in investment in the 

resources sector has not been matched with increased spend on government infrastructure and private 

sector development

> International Development Assistance and foreign direct investment by strategic clients into markets 

across Africa, Asia and South and Central America are expected to continue to grow

> We have record levels of secured backlog of $935 million at 30 September 2014 (up from $855m as of 

30 June 2014) at greater than 11 months of fee revenue supports potential for return to positive organic 

revenue growth – noting a typical lag between new awards and revenue generation

> Over 50% of Cardno’s revenue is in US$, weakness in the AUD/USD exchange rate will support 

improved AUD earnings – NPAT improves by $650k for every 1 cent full year change in the average 

USD/AUD FX rate

> Cardno has a healthy balance sheet to support further growth
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Strengthen the Platform – Scorecard 2015

Cardno will continue to report 

against these scorecards

> Outlook - Further expansion of secured backlog

> Growth - Return to positive organic revenue growth

> Efficiency – Increase revenue factor in each segment by 2%

> Margins - EBITDA margin improvement

> Cash flow – Net operating cash flow ≥ NPAT

> Balance Sheet – Conservative Net Debt to EBITDA (well below covenant of < 3)

> Shareholder Returns – Return to positive EPS growth
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Strengthen the Platform – Areas of Focus

There are programs in place to 

deliver these improvements

> Expansion of work undertaken with strategic clients

> Emphasis on cross-selling across service lines and geography

> Investment in organic revenue growth initiatives

> Improved operational efficiency of field staff through mobile technology

> Lower cost of functional support via regional and global shared services

> Improved project management and cash management

> Strategy led M&A


