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2013/14 First Half Results 
 
Easton Investments Limited (Easton or the Company) submits its results for the 6-months ended 31 
December 2013. 
 
Directors are pleased to report that the Company has made excellent progress during this period from an 
operational, financial and strategic perspective. 
 
The Company has reported a loss attributable to members for the half-year of $819,688 (2012: loss of 
$1,286,786), which includes –  
 

(a) non-cash costs of $621,152 associated with impairment charges and loss on disposal of intangible 
assets; and 

 
(b) one-off redundancy and related costs of $376,331 arising from actions taken during the half-year to 

restructure, re-organise and simplify the Company’s businesses and operations. 
 
After allowing for these and other one-off items, underlying profit (represented by normalised EBITA as 
referred to in the attached Interim Report) for the 1st half of $34,017 is a significant improvement on a 
loss on a comparative basis for the previous corresponding period of $470,375.  
 
Whilst the benefit of the actions taken in the 1st half are now beginning to emerge in terms of underlying 
performance and profitability, the full benefit of these actions will not be realised until the 2nd half of this 
financial year due to timing considerations relating to the progressive implementation of the restructuring, 
re-organisation and simplification program carried out during the 1st half. 
 
In addition, the Company announced an important transaction on 28 November 2013 involving the 
acquisition of the Hayes Knight NSW businesses.  This transaction was subsequently approved by Easton 
Shareholders on 30 January 2014 and is due to be completed shortly. 
 
The Company has also announced the proposed sale of its 19.9% interest in AAM Advisory Pte Ltd 
involving a cash consideration of $1.15 million, which sale was also approved by Easton Shareholders on 
30 January 2014 and which is expected to be completed shortly.  The proceeds of this sale will further 
strengthen the Company’s balance sheet following two capital raisings during the 1st half which raised a 
total of $3.65 million. 
 
At balance date, the Company is in a sound financial position with cash of $3.5 million.  A $3.0 million 
acquisition facility has been provided by Westpac, thereby making available sufficient funds to complete 
the acquisition of the Hayes Knight NSW businesses, as well as surplus funds for future growth 



opportunities.  This surplus will be boosted upon receipt of the proceeds of sale relating to the Company’s 
interest in AAM Advisory. 

Outlook 

As a result of the business transformation that has occurred in the 1st half of 2013/14, coupled with the 
agreed acquisition of the Hayes Knight NSW businesses, Directors believe that the Company has an 
exciting future with excellent medium to long term prospects. 

Easton now has in place a clear strategic direction, its existing businesses are operating profitably, the 
Company is in the process of completing a significant transaction with strong earnings capability and it has 
an appropriate corporate overhead structure to support both its businesses and its strategy. 

An important focus during the rest of 2014 will necessarily be on improved profitability and operating 
cash flow.  To this end, the Hayes Knight NSW businesses are expected to play an important role. 

Attached Information 

In accordance with Listing Rule 4.2A, the following information is attached for immediate release to the 
market: 

1. Appendix 4D; 

2. Easton’s Interim Report for the 6-months ended 31 December 2013; and 

3. 2013/14 First Half Results presentation dated 21 February 2014. 

 

Mark Licciardo 
Company Secretary 
 

Please direct all enquiries to: 

Geoff Robinson 
Chief Financial Officer 
 
Tel. +61 3 9661 0409 or Email grobinson@eastoninvest.com 
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Overview – First Half Performance

Good progress has been made in the first half of 
2013/14

Short term priorities have been successfully 
completed

The Company is now operating profitably (on a 
normalised basis) with good earnings and growth 
prospects

The Company’s balance sheet has been 
strengthened and is soundly positioned 
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First Half Highlights
• Non-core and uneconomic businesses divested
• Operations streamlined and costs trimmed
• Continuing businesses operating profitably and in line with planOperational

Financial

Strategic

• Normalised EBITA = $34k (1H13: Loss of $470k)

• Reported Net Profit = Loss of $820k (1H13: Loss of $1.29m)
o Includes non-cash items of $621k

• Full benefits of 1st half actions to be realised in the 2nd half
• Cash balance at year end = $3.5m (to be boosted by the proceeds 

from the proposed sale of interest in AAM Advisory of $1.15m)
• $3.0m debt facility approved by Westpac 
• Adequate funding for the Hayes Knight NSW Transaction (plus surplus 

funds for future opportunities)

• Direction, Strategy and Business Model clearly articulated
• Important strategic transaction announced and approved by 

shareholders
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The main priority has been to improve 
Underlying Profitability

Interests in Incito Wealth and API Capital divested

Easton Asset Management restructured and the Portfolio 
Management client book sold for a nominal sum

The Company’s interest in AAM Advisory agreed to be sold 
for $1.15 million (transaction expected to be completed 
shortly)

Dealer group services rationalised

Corporate structure streamlined and overheads reduced

Improved Profit Performance
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Improved Profit Performance (cont’d)
The benefit of 1st half decisions and actions
beginning to emerge

Normalised EBITA - $34k (1H13: Loss of $470k)

Due to timing considerations, full benefits to be realised
in the 2nd half

Reported EBITA – Loss of $917k (1H13: Loss of $1.05m)

Reported EBITA impacted by:
Loss on Disposal of Intangible Assets and Impairment Charges 
(non-cash item) - $621k
Redundancies and related costs - $376k
Restructuring and Acquisition costs - $209k

Reported NPAT – Loss of $820k (1H13: Loss of $1.29m)

Continuing 
businesses 

performing well
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Financial Position Strengthened
The second priority has been to put the Company in a 
sound financial position

Two capital raisings completed since June 2013 have raised 
$3.65 million

Cash position at 31 December 2013 - $3.5 million

The proposed sale of the Company’s interest in AAM 
Advisory will boost the Company’s cash position by $1.15 
million once completed

A new $3.0 million loan facility provided by Westpac for 
acquisition funding

1 for 5 share consolidation completed in the first half

The Company has carried forward tax losses of $4.7 million
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Strategic Direction & Material Transaction
The third priority has been to review and refine the 
Company’s strategic direction and to reposition it for 
sustained long term growth

The intention is to build a major distribution business in 
the financial services sector

The first important strategic acquisition, consistent with 
this strategic direction, was approved by Shareholders 
on 30 January 2014 and is expected to complete 
shortly (Hayes Knight NSW Transaction)
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Easton originally entered into an agreement to acquire the 
following assets:

100% of Knowledge Shop
100% of Merit Wealth and Hayes Knight Referral Services 
30% of Hayes Knight NSW (HKNSW)
50% of Superssentials Administration Services (SAS)

The Parties have agreed to some relatively minor 
adjustments in advance of Completion –

The interest in SAS will not be included in the Transaction – this 
interest is to remain an asset of HKNSW, which will retain its 
current 75% shareholding in SAS
The up-front component of the purchase price will be reduced by 
$200k to $10.66m

Hayes Knight NSW Transaction
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Represents an excellent strategic fit with Easton’s stated intent to “build a 
significant distribution capability in the Australian Financial Services Sector”

Offers strong potential for organic growth

Especially Knowledge Shop and Merit Wealth

Opens opportunities for prospective acquisitions in the financial services 
sector

Easton will be well placed to build a network of compatible accounting firms

Able to offer an attractive value proposition, including brand, professional 
and practice management support, expanded service capability and access 
to capital to fund future growth and succession

Repositions Easton with an expanded capital base with enhanced earnings 
and earnings prospects

The purchase price to be mainly paid in shares and thereby provides strong 
alignment between shareholders and vendors going forward

Hayes Knight NSW Transaction (cont’d)
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The transaction involves:
the purchase of 100% of Knowledge Shop, Merit Wealth and 
Hayes Knight Referral Services, plus 30% of HKNSW
an up-front consideration of $10.66m, plus an earn-out of up to 
$2.25m over 3 years
the up-front consideration is to be satisfied by:
— cash $3.285 million
— Easton shares $7.375 million

• ~8.2m shares at 90 cents each
• Representing an interest in Easton of ~30.0%
• Escrow provisions are to apply:

⅓ not escrowed
⅓ escrowed for 12 months
⅓ escrowed for 24 months

Hayes Knight NSW Transaction (cont’d)
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The up-front consideration is priced on an EBITA multiple for 2013/14 
in the range of 5 to 6 times

EBITA performance will be materially impacted by the performance of 
Merit Wealth and its related entity, Hayes Knight Referral Services 
(HKRS)

Greg Hayes, founder of the Hayes Knight Group, will become the 
joint Managing Director of Easton

Greg Hayes will be principally responsible for the performance of the 
Hayes Knight businesses, as well as identifying further accounting 
acquisition opportunities

Kevin White will be principally responsible for Easton’s existing 
operations and strategic mergers and acquisitions

The joint managing directors have complimentary skills and 
experience which provide a strong base for future growth, both 
organic and by acquisition, in the financial services sector

Hayes Knight NSW Transaction (cont’d)
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Provides professional support services to small to medium 
accounting firms

Operates a subscription based service, encompassing:
an on-line precedent bank, work papers and practice management
a technical support help desk
quarterly technical and client newsletters

Currently has ~700 subscribing firms

Plus deals with another 600 to 700 accounting practices 
annually on a transactional or ad-hoc basis

Turnover in 2013 was $3.35m and normalised EBITA was 
$0.70m

Earn-out payment of $0.75m if EBITA exceeds $0.90m in the 
12 months to 31 January 2015

Knowledge Shop (100% interest)
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Provide a financial services solution to the accounting profession, 
including Knowledge Shop member firms
Merit Wealth holds an AFSL and in conjunction with HKRS has 
established a referral service:

HKRS sources and engages qualified financial advisers
Each adviser enters into a Referral Rights Agreement involving an up-front payment 
plus an on-going annuity fee 
In return, the adviser is introduced to accounting firms under an on-going referral 
arrangement
The financial adviser is authorised by Merit for a standard fee of 10% of annual 
revenue

Currently 6 Referral Rights Agreements in place
Progressive roll-out planned over the next 5 years

Consolidated turnover in 2013 was $3.26m and normalised EBITA 
was $0.62m
Earn-out payment of $0.5m in each of the 3 years ending 31 January 
2015, 2016 and 2017 if 5 or more Referral Rights Agreements 
achieved in each of those years (i.e. total $1.5m earn-out) 

Merit Wealth & HKRS (100% interest)
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Full service, Sydney based accounting firm
audit service provided through a separate company and not 
included in the Transaction

Turnover in 2013 was $4.88m and normalised EBITA 
was $1.08m

Contracted to provide technical, back-up and 
administrative support to Knowledge Shop, Merit Wealth 
and HKRS under formal service agreements

HKNSW (30% interest)
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Wealth & Asset 
Management

Easton Investments
Operations1

Distribution 
Services

Accounting 
& Tax

KNOWLEDGE SHOP

MERIT WEALTH/
HK REFERRAL SERVICES

HAYES KNIGHT (NSW)2

1. Post completion of the Hayes Knight NSW Transaction

2. Incorporates Hayes Knight Services (NSW) Pty Ltd

3. Excludes AAM Advisory which is subject to sale

EASTON WEALTH 
PROTECTION

EASTON ASSET 
MANAGEMENT

CHESTERFIELDS 
FINANCIAL SERVICES

AXIAL WEALTH 
MANAGEMENT

100%

100%

58%

20%

30%

100%

100%

February 2014
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Narrow focus on building a meaningful distribution capability in financial 
services in Australia

Aim is to acquire interests in quality and aligned accounting and financial 
planning businesses

Accountants are the “gate keepers” with key client relationships in the 
high net worth (HNW) and small to medium enterprises (SME) sectors
A network achieves scale, where scaled distribution has strategic value
Provides access to the high growth SMSF sector

Apply a different (superior) business model to others in the sector

Prefer “meaningful” interests, not 100% ownership
Eliminates many of the issues others in the sector are faced with, such 
as remuneration and retention
Provides benefits of listed company involvement and broad network of 
firms with similar businesses, aspirations and cultures

Future Direction

15



Existing businesses are performing satisfactorily – significant improvement in 
operating performance expected compared with the prior year and the 1st half of 
the current year

Clear strategic intent
Realistic plans to become a leading distribution company in the financial services 
sector
A differentiated business model

Important Strategic Acquisition to be completed
Hayes Knight NSW and related businesses
Provide strong earnings and significant growth potential

• By acquisition – plenty of good opportunities
• Organic – core business plus cross‐sell

Focus on quality acquisitions
Very selective and must be earnings accretive
Execution, alignment and culture are critical

Intent on creating shareholder value over a 5‐year planning horizon
Growth in earnings per share
Satisfactory return on capital

2013/14 Second Half Outlook

Looking to 
attract firms with the 

right culture
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The information contained in this presentation is not intended to be exhaustive 
and must be considered in conjunction with all other publicly available 
information disclosed by Easton to the Australia Securities Exchange from time 
to time.

This presentation does not take into consideration the investment objectives, 
financial situation or circumstances of any particular investor.

Certain statements in the presentation relate to the future.  Such statements 
involve known and unknown risks and uncertainties and other important 
factors that could cause the actual results, performance or achievements to be 
materially different from expected future results, performance or 
achievements expressed or implied by those statements.  Easton does not give 
any representation, assurance or guarantee that the events expressed or 
implied in any forward looking statements in this presentation will actually 
occur and you are cautioned not to place undue reliance on such forward 
looking statements.

This presentation has not been subject to auditor review.

Disclaimer
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