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 P R E S E N T A T I O N  

 
 

Operator  

 
 The Navitas FY16 full year results investor and shareholder webcast is about to commence. I will now hand you over to Rod Jones, Group CEO of Navitas and David 
Buckingham, CFO of Navitas to proceed. Please go ahead. 
 

Editor  

 
 Audio in progress. 
 

 Rod Jones  - Navitas Limited - CEO  

 
 -- investor and shareholder webcast. We appreciate the interest of you joining us, and I'm joined today on the call by David Buckingham, the CFO of Navitas. In terms 
of the format, what we'll do is we'll run through a few slides and then we'll throw it open to questions -- any questions you might have. 

 
For those of you who aren't familiar with Navitas I'll just spend a few moments on the Company itself. We're a leading global education provider with more than a 20 
years record of providing very high quality education outcomes for students and for our partners. We're currently organized into three main divisions plus a corporate 

office. The three divisions are the university programs which is our core division, which provides pathway programs for students who otherwise might not have 
qualified for entry to university, and allows them to transition into higher education through our programs. 
 

The second division is what we call our professional English division and that's very much is a focus of high quality businesses delivering education and training, as 
well as English language programs and tuition for students and migrants. 
 

The last division is SAE which is a chain of 54 creative leading education colleges in 26 countries around the world, focused on audio, film and television, multimedia 
programs and gaming and animation. 
 

In terms of the operational highlights for the year, I think a key achievement was the continued delivery of very high quality student outcomes, as well as a high quality 
student experience to all of our students and to also other clients within the portfolio that we deal with. 
 

We were particularly pleased with the results SAE achieved and also PEP achieved in being recognized as having delivered these outcomes in a way that is well in 
excess of not just other education providers, but most universities, and also in the case of our English programs, were recognized as two of the best English language 
centers in Australia. 
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Financially, we've generated over AUD1 million for the first time -- a real milestone for us -- and we've met our earnings guidance. The result does demonstrate a solid 

underpinning of growth, as FY16 is the first year when we're seeing the roll off of the impact from the completion of the Macquarie contracts and the closing down of 
Curtin Sydney. 
 

All of the UP contracts that were maturing over the last year were renewed under similar terms and conditions, and I've got to say we've put a great focus over the last 
12 months on delivering margin growth in the professional and English programs. 
 

We've also enhanced the depth of our Senior Executive with the appointment of a new CFO, David, and also a new CIO who we believe will add real value and 
experience to allow this Company to continue the growth we've achieved in the past. 
 

In terms of financial information, I will now pass you over to David to give us an overview of those. 
 

 David Buckingham  - Navatis Limited - CFO  

 
 Thanks Rod and good morning everybody. Thanks for joining the call. 

 
On the financial slide which is slide 5 in the presentation, you can see that at a Group level we've only had small increase in revenue in EBITDA. But as Rod mentioned 
earlier, when you strip out the impacts of Macquarie and Curtin Sydney, the underlying growth is really, really strong. You can see it there on the NPAT and earnings 

per share line where we had a 25% and 26% respectively increase which is very strong, but what's really pleasing is that underlying growth, and I'll talk about that in a 
second on the next slide. 
 

Then finally on the financial summary, the fully-franked dividend has been held at AUD0.195 per share which is in line with our dividend policy. 
 
If you jump to the next slide, we're breaking out our revenue here by the three main divisions, showing you the improvement on prior year on a reported and constant 

currency basis. It's quite a complicated slide but I'll walk you through it. 
 
As Rod said, very pleasing to pass that AUD1 billion on revenue for the first time, but of course a big impact in the year from the closing contracts in our UP division. 

If you take those out, our UP division actually grew by 7% on an underlying basis, although that had some FX in there well. On a non-constant currency basis with no 
FX it was a 4% underlying increase. 
 

The PEP division also grew, but a bit more modestly. It was impacted by some reforms to effectively help funding in Australia in the second half of the year. SAE 
reported a 9% increase in revenue. That's driven by a number of factors; a change in program mix where we move to more two year degrees from our normal historic 
one year mix. We also put price increases through in a number of places across the business. So good solid growth there. 

 
Just one detail for the mathematicians on the call, the whole result was affected by AUD25 million of favorable movement on FX across our currency book, but that 
was heavily weighted towards the first half. You might remember from our first half call AUD22 million of that AUD25 million was in the first half. 

 
If we jump to the next slide we've got EBITDA broken out by the same structure across our divisions, and you can see that in terms of earnings UP, university 
partnerships division, decreased its EBITDA by 2% but obviously that was heavily impacted by Macquarie and Curtin Sydney. Stripping those two colleges out, we 

actually grew our underlying EBITDA in that division by 7% in 2016 so a very strong result. 
 
PEP, our professional English programs division, off that revenue growth I mentioned earlier, added to that were some very strong cost deficiency and grew EBITDA 

by 19% year-on-year. SAE also reduced costs and with volume growth in key markets grew its EBITDA by a very solid 9% too. So a very strong growth year when you 
remove the closing colleges. 
 

Again at EBITDA level, because most of our costs are also denominated in the currencies of our revenue, just a very small impact on EBITDA from currency changes. 
 
Finally, on financials, before I pass back to Rod, the next slide, slide 8, covers our balance sheet. Obviously we're in a very strong position. Net debt did grow slightly in 

the period but remains pretty conservative. Our CapEx is probably the one noticeable difference on our balance sheet and cash flow this year, but that's easily explained. 
 
We're up 15% but AUD24 million of the CapEx in the full year was for the fit out of a new building that we're moving to in Sydney. There's a bit of a timing difference 

there. Most of that fit out's going to get paid for by the landlord through a lease incentive, and we haven't yet recovered a large portion of the lease incentive. So that 
CapEx is high in 2016 but in 2017 you'll see that unwind. 
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I guess the other thing to mention is the buyback --had a material influence on debt in the period. We completed about 20% of the approved plan, but the year in close 
obviously kicks in for us late May early June and we haven't bought since then in the market. 
 

That covers the financials. I'll now hand back to Rod to finish off. 
 

 Rod Jones  - Navitas Limited - CEO  

 
 Thanks David. Enrolments for the semester just closed. We announced those also in the announcement this morning, and the underlying global enrolments are up by 

6%, in other words, after taking account of the fall away in the Macquarie and the Curtin contracts. If you were to include those, then the closing college enrolments 
decreased by 8%. 
 

If you look at the different parts of the market on a regional basis, for the northern hemisphere colleges it's really a very small intake for both in the UK, Canada and in 
the US. The North America, which includes Canada, was up 10%. The UK enrolments were down 14% and they've been still impacted by the very tight student visa 
regime that exists in the UK at the moment. Again I would reiterate that that's off a pretty small base because this is a small semester intake. 

 
Australian and New Zealand, if you exclude the Macquarie and Curtin Colleges, was up 11%. This is in line with the wider Australian market, but if you include the 
closing colleges, enrolments decreased by 13%. As most of you would be aware, the impact of the closure of Macquarie and Curtin will be in this calendar year partly 

in FY16 second half and partly in FY17 first half. 
 
I think importantly -- and I know this has been an issue for a number of people -- what will happen in terms of our agreements, we're pleased to report that we signed 

four new agreements in the full year. And we also renewed five new agreements -- five of our agreements that have matured, which I think was very pleasing. 
 
In other words, we have basically every college up for renewal has been renewed. There has been a couple that have been extended. An example, of that is PIBT. The 

reason for the extension is we're working through potentially a new model around the JV model and it's taking a little more time to actually get that through. But I'm 
absolutely confident that these will be all through in the next few months. 
 

As usual there are a number of renewals coming up next year, and so far, all of those, in terms of the discussions we're having, are progressing positively. 
 
The next slide really gives an indication of what we call our strategy house. It probably deserves a bit of an explanation. We've continued to refine our strategic 

direction during FY16, and with an evolving focus on the pathways to education, pathways to employment and new business models. The first two are pretty evident, 
around the pathways to education and to employment, and we're already very active in these spaces. 
 

But the third one's about Navitas getting in on the ground level and to explore and possibly fund innovations and technology solutions for the future in education. It's 
early days yet and we still have a lot to do, but it's safe to say that we're generating a lot of excitement around this internally, and it's also fair to say that it's looking -- 
there's some really positive things coming out of it. What our intention will be as this evolves we will keep the market informed. 

 
For FY17 our outlook is that we will continue to get solid underlying revenue growth and we expect that the final impact for the closure of the Macquarie contracts and 
also of the Curtin College will take place in the first half of this financial year. With all that we still are anticipating that our FY17 EBITDA results will remain broadly 

in line with FY16, which as I'm sure you would very quickly work out, means that the underlying growth is very positive. 
 
At that point I think David and I have probably said enough and it's time to throw it over to you to ask questions. 
 Q U E S T I O N  A N D  A N S W E R  

 
 

Operator  

 
 Thank you. (Operator instructions). The first phone question comes from Sameer Chopra from Merrill Lynch. Please go ahead. 
 

 Sameer Chopra  - Bank of America Merrill Lynch - Analyst  
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 Morning gents. 
 

 Rod Jones  - Navitas Limited - CEO  

 
 Morning Sameer. 
 

 David Buckingham  - Navatis Limited - CFO  

 
 Morning Sameer. 
 

 Sameer Chopra  - Bank of America Merrill Lynch - Analyst  

 
 Morning. I have a couple of questions, probably three or four. One is as you guide to solid underlying revenue growth, could you maybe give us a little bit more color 
which of the three segments are seeing this revenue growth just so we get a bit of sense around where's the kind of business momentum? 
 

 Rod Jones  - Navitas Limited - CEO  

 
 Oh look I think we can almost point to all three parts of the organization. I think UP is an area where we'll certainly see volume growth in the underlying business. 
Clearly it will fall away for the first half at the very least as the contracts wind down in the Macquarie and Curtin ones. But I think we're confident that we will see the 
volume growth and we'll continue to get pricing growth as well. I'm confident that will be across all three areas. 
 

 Sameer Chopra  - Bank of America Merrill Lynch - Analyst  

 
 Thanks. The second question was there's no material impact from foreign currency at the EBITDA level. 
 

 David Buckingham  - Navatis Limited - CFO  

 
 Correct. 
 

 Sameer Chopra  - Bank of America Merrill Lynch - Analyst  

 
 Maybe David if you could give us a bit of background behind that, because I would have thought the US, UK, Canada are making an EBITDA contribution. 
 

 David Buckingham  - Navatis Limited - CFO  

 
 The key thing to keep in your head is all of our costs are pretty much in the same currency as our revenues. So whatever we gain or lose on revenue it goes the opposite 

way on costs. So in EBITDA, despite all the movements in any individual currency against the Aussie dollar, the net is very little. 
 
So for example, across the year -- I just wrote this down actually -- we had a AUD2 million favorable benefit in the first half on EBITDA on currency and a AUD1.5 

million adverse outflow in the second half. So just net -- net of those two across the full year is tiny. 
 

 Sameer Chopra  - Bank of America Merrill Lynch - Analyst  

 
 Cool, thanks. Then any impact from the joint ventures into financial year 2017 because you're changing the way you're recognizing profits? 
 

 David Buckingham  - Navatis Limited - CFO  
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 Very small Sameer. If you look on the face of our profit and loss account in the big results pack we put out this morning you can see about a AUD974,000 I think 

outflow which is effectively our share of the start-up costs of the two JVs that we've set up in the last financial year. 
 
So that's what happens with the JVs. We obviously don't have any others at the moment. Rod mentioned ECU. As we convert or we sign up new JVs you'll see a share 

of profits from associates. Possibly a loss in the first year or so as we start the college up, but as that then turns to profit we'll basically take our 50% share through a one 
line on the face of the P&L. 
 

 Sameer Chopra  - Bank of America Merrill Lynch - Analyst  

 
 Yes, thanks. The last one is just what's the timing and status maybe around the negotiations with Edith Cohen and Deakin? 
 

 Rod Jones  - Navitas Limited - CEO  

 
 Okay. With Edith Cohen my expectation is by the end of September this will all be done. We're really at the last point at this stage. It's then got to go through the 
university hierarchy and senate. That will not happen until early September but really it's done and dusted, so there's no issues with that one at all. 

 
Deakin clearly is an FY18 play. But we have already started negotiation or discussions with them around this, as we have with others that are coming through in FY17. 
At the moment I have no concerns about the direction of these discussions. 
 

 Sameer Chopra  - Bank of America Merrill Lynch - Analyst  

 
 Thanks Rod. Thank you. Thanks David. 
 

Operator  

 
 Thank you. The next phone question comes from Philip Pepe from Blue Ocean Equities. Please go ahead. 
 

 Philip Pepe  - Blue Ocean Equities - Analyst  

 
 Hi guys. 
 

 Rod Jones  - Navitas Limited - CEO  

 
 Hi Phil. 
 

 Philip Pepe  - Blue Ocean Equities - Analyst  

 
 Look firstly a good result in the environment. I thought it was pretty strong versus PCP. Just a question though on maybe life beyond FY17. So you talk on slide 9 
about the penetration for international students in the US and Canada versus Australia, UK. You're talking 3% to 4% versus 17%, 18%. I know in the past you've 
spoken about ongoing discussions with campuses in the US and Canada has been quite successful. Any update on their level of interest -- not necessarily specific 

universities but on the level of interest from the US, and will we actually see penetration rates hit double-digits anytime soon in the US and Canada? 
 

 Rod Jones  - Navitas Limited - CEO  

 
 Look I think I'm not focused on FY18 at all at the moment. We're focused on FY17 and that's really where we're putting our efforts. 

 
In terms of potential of new colleges, yes, we're underway with a number of discussions and some are getting close. But again as I keep saying and at times get pretty 
frustrated about, we are working with universities and decision-making is not fast, but we're getting close on a couple of them. 
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 Philip Pepe  - Blue Ocean Equities - Analyst  

 
 Okay, thanks. Just with the buyback, is it your intention to recommence once -- well from tomorrow once the results are out, done and dusted? 
 

 David Buckingham  - Navatis Limited - CFO  

 
 Well we haven't really considered that yet Philip. We've just got to get through these results and then we'll regroup as a Board. We'll meet again in a month's time; I'm 
sure it will come up in the room for debate. 
 

 Philip Pepe  - Blue Ocean Equities - Analyst  

 
 Excellent, thank you. 
 

 David Buckingham  - Navatis Limited - CFO  

 
 We certainly wouldn't do it unless it's value-accreted. 
 

 Philip Pepe  - Blue Ocean Equities - Analyst  

 
 Sure, thank you. 
 

Operator  

 
 Thank you. The next phone question comes from Pete Vanns from Macquarie. Please go ahead. 
 

 Pete Vanns  - Macquarie Group - Analyst  

 
 Morning guys. My question's on the margin improvement we've seen in the PEP position. I think it's being improved by around 2% on PCP. I just wondered how 
sustainable this level of costs is and how easy you think you'll find to keep costs flat in FY17? 
 

 Rod Jones  - Navitas Limited - CEO  

 
 I think it's fair to say that we've put a fair bit of effort in this year in ensuring we got that margin improvement. We believe there is a little bit of room to move there and 
it proved to be so. I don't think in any sense that it's been a situation where we've cut costs to the point where we can't operate effectively. I'm confident that the margin 
improvement will stay. And I think there's possibly even a little bit of potential for a little more upside over the next year or so. 
 

 Pete Vanns  - Macquarie Group - Analyst  

 
 Great, okay, thanks very much. 
 

Operator  

 
 Thank you. (Operator instructions). The next phone question comes from Gareth James from Morningstar Equity. Please go ahead. 
 

 Gareth James  - Morningstar Equity Research - Analyst  

 
 Good morning guys. 
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 Rod Jones  - Navitas Limited - CEO  

 
 Morning. 
 

 Gareth James  - Morningstar Equity Research - Analyst  

 
 I'm just interested in your comments on slide 3 around Navitas ventures. Are you able to talk a little bit more about that with regards to timing, likely investment size 
and that kind of thing and what you're thinking of there? 
 

 Rod Jones  - Navitas Limited - CEO  

 
 Look we're working through that at the moment. We're not in the position to really say much about it. Certainly we're looking to do a major presentation to our Board 
over the next -- probably the next Board meeting or at the latest the one after that, and by that time we'll have a much clearer idea of what we think is an appropriate 

way of moving forward. 
 
We're pretty positive about it. I think it's an area that we believe we can add some real value to the Company moving forward, as I said, but we're not quite at the spot 

where we want to go out there and be saying a lot about it. From my perspective the first priority is to run it past the Board first. 
 

 Gareth James  - Morningstar Equity Research - Analyst  

 
 Okay, thanks, and just one other one. Just interested in your thoughts on the impact of MOOCs. I think recent commentary that you've put out is that you're not really 
seeing much impact in the near term. Yes, what are your thoughts on that? 
 

 Rod Jones  - Navitas Limited - CEO  

 
 Oh look I think look, it's got its place, there's no question about that, but I think the naysayers and the doomsday people who are saying this is going to be the 
destruction of tertiary education probably are not being proved correct at the moment. 
 

I'm not suggesting for a moment it doesn't have a really serious place moving forward. I think in terms of the big issue they've got with it at the moment -- how do you 
commercialize something that makes it capable of being rolled out to any real extent -- and that's what nobody as yet been able to solve. 
 

But look within what I'd call the portfolio of educational offerings and the way things are delivered it absolutely will have a place moving forward. But is it going to 
turn the whole of education upside down? Certainly not in the next few years in my opinion. 
 

 Gareth James  - Morningstar Equity Research - Analyst  

 
 Okay, thanks. 
 

Operator  

 
 Thank you. The next phone question is a follow up from Sameer Chopra from Merrill Lynch. Please go ahead. 
 

 Sameer Chopra  - Bank of America Merrill Lynch - Analyst  

 
 Thanks. Hey my question was just around the EBA. Perhaps you could let us know what was the EBA's impact in 2016 versus 2015, and given the strong share price 
what do you think is going to be the impact into the costs into 2017? 
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 David Buckingham  - Navatis Limited - CFO  

 
 We've added some disclosures Sameer in the report that we put out this morning around the size of the EBA. I think it's about AUD18 million per annum is the full 
costs of the EBA scheme, so very small in the grand scheme of all of our costs base. 
 

Then at the back of the report we put the table in around EBA -- EBA created or loss for the -- because it was a loss this year -- 2016 versus an increase in 2015. So you 
can get a sizing from that. It's right at the back in the remuneration table. In terms of EBITDA, AUD8 million was the movement. 
 

 Sameer Chopra  - Bank of America Merrill Lynch - Analyst  

 
 Adverse movement between 2015 and 2016? 
 

 David Buckingham  - Navatis Limited - CFO  

 
 Correct. 
 

 Rod Jones  - Navitas Limited - CEO  

 
 Correct, yes. 
 

 Sameer Chopra  - Bank of America Merrill Lynch - Analyst  

 
 Great, thank you. 
 

Operator  

 
 Thank you. At this time, we're showing no further questions from the phone. 
 

 David Buckingham  - Navatis Limited - CFO  

 
 Sorry, just to be clear Sameer, that's a favorable movement 2015 on 2016. Sorry Travis. 
 

Operator  

 
 Thank you. We've actually had another registration from Ray [Tolverson], private investor. Please go ahead. 
 

 Ray Tolverson Private Investor  

 
 Good morning and thanks for the opportunity for private investors to actually participate in these calls. Not too many companies allow it, but it's great that you do. 
 
There was an earlier question which pre-empted one that I was going to ask about progress with US colleges -- excuse me. You talked about some getting close and 

we'll keep our fingers crossed. Have there been any though that you thought you were going to get that have in fact now gone off to competitors? 
 

 Rod Jones  - Navitas Limited - CEO  
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 The answer to that, no, not gone to competitors. There have been others that have been too nervous to take, if you like, the final steps and we've got them a long way 

down the track and it's sort of come to an end. Principally, the major reason to be honest, is change in personnel. A classic example is one of the southern -- one of the 
universities in the southern region where we were virtually there and then the president and the provost both moved on, and we went back to square one. 
 

 Ray Tolverson Private Investor  

 
 Righteo, oh it's good anyway. At least that we're not missing out to competitors. 
 

 Rod Jones  - Navitas Limited - CEO  

 
 No, look I don't think -- in fact I can't think of one that we have actually lost to a competitor. We've had ones where we have been in a competition for being able to 
tender where they have won the tender and we haven't, but they are ones where you tender for a particular thing and then someone wins somebody doesn't and we just 

moved on from that. 
 

 Ray Tolverson Private Investor  

 
 Okay, thanks. That's all thanks. 
 

 Rod Jones  - Navitas Limited - CEO  

 
 Thanks Ray. 
 

Operator  

 
 Thank you. At this time, we're showing no further questions. 
 

 Rod Jones  - Navitas Limited - CEO  

 
 No further questions. I'd like to thank everybody for joining the call, and I know for a lot of you we'll see on the roadshow in the next two or three days and I look 
forward to that. Thanks very much people. 
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