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1.0 Introduction
“According to the DFS annual reports and their website, they are the market leading retailer of living room furniture in the UK. The company was established in 1969 and manufactures, sells and delivers to their customers an extensive range of furniture products. The business operates a retail network of living room furniture stores in the UK and Europe and has over 48 years of operating history. The DFS PLC attract customers to their stores and website through their substantial and continued investment in nationwide marketing activities as well as their reputation for high quality products, service, breadth of products ranges, price points and favourable consumer financing options”. 
“The Financial analysis in this report deals with two large retailers of living room furniture whose shares are traded on the London Stock Exchange, namely DFS PLC against SCS PLC. The purpose of the report is to make a critical review of the retailer’s financial performances such as Profitability, Liquidity, Gearing and Efficiency Ratios for the past five years. The company’s financial state and activity is made for the period from 27 July 2013 to 29 July 2017 based on their financial statements data prepared according to the International Financial Reporting Standards (IFRS)”. 
“According to their annual report, SCS PLC is one of the UK’s largest retailers of upholstered furniture and flooring operating from 100 stores. The company has over 100 years of furniture retailing experience. 
The findings on both businesses will be used as a study in order to investigate the trends and futures prospects for DFS PLC and SCS PLC”.   
DFS PLC’s Financial Highlights:
“According to the annual financial statements, 
The Gross Sales was up to 1.1% to £990.8 million in 2017 (FY16: £980.4 million), though the gross sales was higher.
The revenue was up 0.9% to £762.7 million (FY 16: £980.4 million), though the revenue was lower. 
EBITDA was down 12.7% to £82.4 million in 2017 (FY16: £94.4 million), though the EBITDA was lower.
The Profit before tax dropped 22.3% to £50.1 million in 2017 (FY16: £64.5 million), though the profit before tax was lower. 
The underlying EPS dropped 21.1% to 18.7P in 2017 (FY 16: 23.7P).
For the last year, the company had the higher leverage primarily due to lower profitability: 1.75 X Net Debt/ EBITDA (FY16:1.45X).
The Dividend of 7.5P per share proposed to the shareholders, giving a total ordinary dividend of 11.2P for the year (+1.8%, FY16: 11.0p).
The special dividend of 9.5p per share paid in the last year, total dividends in year of 20.7p”.

DFS PLC’s KEY Performance indicators
The key performance indicators are as follow:
· Financial Year 16 YOY change
· Financial KPIs
· Gross Sales 1 £990.8 million £980.4 million + 1.1%
· Revenue £762.7 million £756.0 million + 0.9%
· EBITDA 2 £82.4 million, £94.4 million – 12.7%
· Profit before tax, £50.1 million £64.5 million -22.3%
· Underlying earnings per shares 3, 18.7p, 23.7p -21.1%
· Free Cash Flow4, £57.0 million, £75.6 million – 24.6%.

DFS PLC’s FINANCIAL RESULTS FORTHE LAST 5 YEARS
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According to their annual report, the SCS PLC’s Financial Summary: 
· The total sales order intake up 9.1% on a like-for-like basis 
· Gross sales up 10.2% to £145.4m (H1 2015: £132.0m) 
· Gross profit increased 13.0% to £64.8m (H1 2015: £57.3m) 
· Gross margin increased to 44.6% (H1 2015: 43.4%) 
· EBITDA improved by £2.0m to negative £1.0m (H1 2015: negative £3.0m before exceptional items) 
· Operating loss of £3.4m (H1 2015 loss: £5.3m before exceptional items) 
· Loss per share 7.08p (H1 2015 loss: 31.37p) 
· Strong cash inflow from operating activities of £17.3m (H1 2015: £11.9m) 
· Interim dividend of 4.67p per share (H1 2015: 2.8p per share) – reflecting the first full financial year as a quoted company and an anticipated one third and two thirds split between interim and final 
· Strong balance sheet with cash of £32.2m (H1 2015: £26.6m) 
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2.0 CALCULATION OF FINANCIAL ANALYSIS OF DFS PLCAND SCS PLC

2.1 Calculation of Profitability Ratios
“According to (ready ratios.com), profitability ratios measure a company’s ability to generate earnings relative to sales, Assets and equity. These ratios assess the ability of a company to generate earnings, profits and cash Flows relative to some metrics, such the amount of money invested. Its highlight how effectively the profitability of a company is being managed. Such as, operating profit margin, gross profit margin, net profit margin, return on capital employed and so on”. 
“Different profitability ratios provide different useful insights into the financial health and performance of a company. “Some background knowledge of the nature of business of a company is necessary when analyzing profitability ratios. For example sales of some businesses are seasonal and they experience seasonality in their operations. The retail industry is example of such businesses. The revenues of retail industry are usually very high in the fourth quarter due to Christmas. Therefore, it will not be useful to compare the profitability ratios of this quarter with the profitability ratios of earlier quarters. For meaningful conclusions, the profitability ratios of this quarter should be compared to the profitability ratios of similar quarters in the previous years.” 

TABLE 1 : PROFITABILITY RATIOS OF DFS (2013- 2017) AND SCS (2017)
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	Operating Profit margin (%) = Operating Income/Sales

	Gross Profit margin (%) = Gross Profit/ Sales

	ROCE (%)= Operating Profit/Average Capital Employed

	Net Profit Margin (%)= Net Income /Sales
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2.2 Calculation of Liquidity Ratios
TABLE 3: LIQUIDITY RATIOS OF DFS (2013-2017) AND SCS (2017)
“According to (ready Ratios.com), liquidity ratios are the ratios that measure the ability of a company to meet its short term debt obligations. These ratios measure the ability of a company to pay off its short-term liabilities when they fall due”.
“The liquidity ratios are a result of dividing cash and other liquid assets by the short term borrowings and current liabilities. They show the number of times the short term debt obligations are covered by the cash and liquid assets.” If the value is greater than 1, it means the short term obligations are fully covered”.

	Current Ratio = Current Assets/ Current Liabilities

	Quick Ratio = Current Assets - Inventory/ Current Liabilities

	Cash Ratio = Cash/ Current Liabilities
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2.3 Calculation of Gearing Ratios
“According to (investopedia.com), a gearing ratio is a general classification describing a financial ratio that compares some form of owner's equity (or capital) to funds borrowed by the company. Gearing is a measurement of the entity’s financial leverage, which demonstrates the degree to which a firm's activities are funded by owner's funds versus creditor's funds”
“Gearing ratios are most beneficial to companies when used as a tool for comparison. As a standalone calculation, a gearing ratio may not hold any weight or meaning. For example, a company may have a debt ratio of 0.6. Although this figure alone provides some information as to the company’s financial structure, it is more meaningful to benchmark this figure against another. For instance, the company had a debt ratio last year of 0.3, the industry average is 0.8 and the company’s main competitor has a debt ratio of 0.9.
TABLE4: GEARING RATIOS OF DFS PLC (2013-2017) AND SCS PLC (2017)

	Gearing Ratio (%) = Net Debt/ Total Equity

	Interest Cover= Operating Profit/ Interest Payable
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2.4 Calculation of Efficiency Ratios
“According to (investopedia.com), the efficiency ratio is typically used to analyze how well a company uses its assets and liabilities internally. An efficiency ratio can calculate the turnover of receivable, the repayment of liabilities, the quantity and usage of equity, and the general use of inventory and machinery. This ratio can also be used to track and analyze the performance of commercial and investment banks”.
“Analysts use efficiency ratios, also known as activity ratios, to measure the performance of a company's short-term or current performance. All of these ratios use numbers in a company's current assets or current liabilities, quantifying the operations of the business”.
“An efficiency ratio measures a company's ability to use its assets to generate income.”

	Fixed Asset Turnover= Sales/ Fixed Assets

	Accounts Receivable= Accounts Receivable/ Average Daily Sales

	Creditor's Ratio= Average Trade Creditors X 365/ Cost Of Sales



TABLE2: EFFICIENCY RATIOS OF DFS PLC (2013- 2017) AND SCS PLC (2017)
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3.0 Critical analysis of the DFS PLC calculated
4.0 Explanation of the changes over of the Ratios over the years, 
Profitability Ratios
“According to table 1 and the graph results, for the period of (30/07/2013 to 30/07/2017), DFS PLC have experienced some changes in its profitability ratios. In 2017, the Operating profit margin decreased by -3.8%, the Gross Profit Margin by -2.3%, the ROCE also decreased by -2.7% but the Net  Profit margin increased by 8.2%. Compared to the SCS PLC’ had an Operating Profit margin of 3.6% a high rate in its Gross profit margin of 46.2%, the ROCE was 12.4% and a net profit margin of 3.6% in 2017.  The gross profit margin and net profit ratios tell how well the DFS PLC and the SCS PLC are managing their expenses during the last five years.  The Net profit margin has increased from -1.6% in 2013 to 6.6% in 2017 for the DFS PLC. For most of these ratios, a higher value is desirable. A higher value means that the companies are doing well and they are good at generating profits, revenues and cash flows”.  
The return on capital employed (ROCE) tells how well the businesses are using capital employed to generate returns. Return on investment tells whether the companies are generating enough profits for their shareholders”.
“. Profitability ratios give meaningful information only when they are analyzed in comparison to competitors or compared to the ratios in previous periods. Therefore, trend analysis and industry analysis is required to draw meaningful conclusions about the profitability of a company”.

Liquidity Ratios
“According to table 2 and the graph results, for the period of (30/07/2013 to 30/07/2017), DFS PLC also have experienced some changes in its liquidity ratios. In 2017, the company current ratio decreased by -0.41 and the quick ratio rapidly increased by 32.74, where as the Cash ratio decreased by -0.22. Compared to the SCS PLC’ had a Current Ratio of 1.26, a very high rate of 71908.61 with the Quick ratio and a Cash ratio of 0.72 in 2017
 “Generally, the higher the liquidity ratios are, the higher the margin of safety that the company posses to meet its current liabilities. Liquidity ratios greater than 1 indicate that the company is in good financial health and it is less likely fall into financial difficulties.
The DFS Plc’s current ratio and cash ratio explain that the company is not in good financial health compared to SCS PLC. However the quick ratio is in a very good state. Some analysts consider only the cash and cash equivalents as relevant assets because they are most likely to be used to meet short term liabilities in an emergency. Some analysts consider the debtors and trade receivables as relevant assets in addition to cash and cash equivalents. The value of inventory is also considered relevant asset for calculations of liquidity ratios by some analysts”.
“The concept of cash cycle is also important for better understanding of liquidity ratios. The cash continuously cycles through the operations of a company. A company’s cash is usually tied up in the finished goods, the raw materials, and trade debtors. It is not until the inventory is sold, sales invoices raised, and the debtors’ make payments that the company receives cash. The cash tied up in the cash cycle is known as working capital, and liquidity ratios try to measure the balance between current assets and current liabilities”.
A company must have the ability to release cash from cash cycle to meet its financial obligations when the creditors seek payment. In other words, a company should posses the ability to translate its short term assets into cash. The liquidity ratios attempt to measure this ability of a company”.
Gearing Ratios
“According to table 3 and the graph results, for the period of (30/07/2013 to 30/07/2017), DFS PLC also have seen some changes in its gearing ratios. In 2017, DFS PLC’s gearing ratio grew by 4.7% and the interest cover ratio dropped by -4.7%. Compared with the SCS PLC’ had a gearing ratio of 0.1%, a very lower rate of -124.9% in the interest cover ratio in 2017.
According to researchers, a higher calculations of a gearing ratio indicate a company has higher degree of leverage and is more susceptible to downturns in the economy and in the business‘s cycle. This is because companies that have higher leverage have higher amounts of debt when compared to owner’s equity. Therefore, entities with high gearing ratio findings have higher amounts of debt to service.  In this case the DFS PLC has a lower leverage during the last five year compared to the SCS PLC. Companies with lower gearing ratio calculations have more equity to rely upon as financing is concern”.
Efficiency Ratios
“According to table 4 and the diagram results, for the period of (30/07/2013 to 30/07/2017), DFS PLC also have seen some changes in its Efficiency ratios. In 2017, DFS PLC’s Fixed Assets Turnover ratio grew by 0.13 and the Accounts Receivable ratio dropped by -3.43 and the company’s Creditors ratio increased by 127.05. Compared with the SCS PLC’ had a Fixed Assets Turnover ratio of 13.34, a rate of 10.63 in the accounts Receivable ratio and Creditors ratio of -14.54 in 2017”.
 “An efficiency ratio often looks at aspects of the company, such as the time it takes to collect cash from customers or the amount of time it takes to convert inventory to cash. This makes efficiency ratios important, because an improvement in the efficiency ratios usually translates to improved profitability”.
“These ratios can be compared to peers in the same industry and can identify businesses that are better managed relative to the others. Some common efficiency ratios are accounts receivable turnover, Fixed Assets turnover, sales to inventory, sales to net working Capital, accounts payable to sales and stock turnover ratios”.
5.0 Comparison analysis against SCS PLC, DFS PLC major competitor and sector average.
“During the Financial analysis of DFC PLC, several limitation of ratios emerged. According to our results, at the end of the financial year 2017, the DFS PLC presented a wicker position in relation the outcome of their ratios. This clearly means that The DFS PLC is in the risk zone compared to the SCS PLC it major competitor. Therefore there is a probability of a bankruptcy or financial weaknesses compared to SCS PLC.  Despite the good results obtained, it should be said that this is only relative and the final conclusion should be made based on results of deeper analysis”.
Projections of the DFS PLC future performances against SCS PLC

“According to the Financial Time The DFS PLC announced that the UK sofa sales were failing in recent years because of the political issues that followed the Brexit vote and alert of market consumer weakness, hitting shares prices of several of the UK biggest retailers. The company’s stock fell 21% at the close of trading in London and announced that the number of shoppers in stores has fallen dramatically. That has decreased their earnings outlook and warned of market conditions and government figures showed a drop in retail sales. 
Shares of the major companies such as Marks & Spencer, Group Plc, Tesco Plc, Debenhams Plc, SCS Plc also dropped”.  DFS mention that it expects to report full year earnings before interest, Tax depreciation and amortization between 8£2 million and £87 million. “DFS said it expects to report full year-earnings before interest, tax, depreciation and amortization between 82 million pounds ($104 million) and 87 million pounds.  DFS share fell sent the FTSE 350 General Retailers Index down 4 percent. Apparel and furniture retailer Next fell 6.1 percent after being downgraded to underperform at Credit Suisse, while sofa and flooring retailer ScS Group Plc was off 8.1 percent. Marks & Spencer fell 4.7 percent and Tesco declined 3.2 percent ahead of Friday’s first-quarter sales announcement”.
7.0 Discussion of the DFS Pros and Cons ratios analysis
“In the year 2017, DFS PLC revenue in the second quarter has been weaker and declined in some sectors of their business. According to the annual report, the results are reflected below.
The figures shown in the group revenues for the second half of the year were 4% lower than the previous one. In addition, the company has seen an increase of 7% in the first quarter to produce growth of 1% over the all year.  The EBITDA for the year will be at the low end of the £82-£87 million range previously given, with revenue impacts being partly offset by cost flexibility and the benefits of operating efficiency initiatives”. 
8.0 Conclusion
“According to the financial analysis, DFS Plc is a business to invest in.  As they are focused on their growth strategy to obtain a long-term returns for their shareholders. However, their revenue growth will be difficult to achieve in the near future than expected compared to big competitors such as SCS PLC. Moreover, the company has identified opportunities to drive operating efficiencies and product margin growth. The business has announced in 2017 a new strategy in refinancing on more favourable terms which will deliver an annual saving of closed to £1 million in the cost of their debt financing. They intend to improve and maintain their plans for growth investment in the future, according to their key performance indicators,  the business is confident that their long term strategy will allow them to outperform the market over the longer term as their main competitor SCS PL”.
“Finally, according to their annual financial report, the DFS PLC has historically capitalised on adverse marked market conditions to build their position in the UK market for living room furniture, leveraging their fundamental strengths in stores, sales, intensities, scales of operations, flexibility cost based intensities, scale of operations as well as vertically integrated business model. Therefore it is recommended to buy shares with the company as their planned to grow in the future”.  
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SCS Consolidated Statement of Comprehensive Income

for the year ended 29 July 2017

Note 2017 2016

£’000 £’000

Gross sales                                                                                                                                                                                                                 3 349,502 334,660

Revenue                                                                                                                                         3 332,965 317,305

Cost of sales                                                                -179,224 -168,177

Gross profit                                                                       153,741 149,128

Distribution costs                                                         -16,503 -15,491

Administrative expenses                                          -125,249 -122,622

Operating profit                                                  4 11,989 11,015

Finance costs                        6 -96 -217

Finance income                         7 70 86

Net finance costs                             -26 -131

Profit before taxation                              11,963 10,884

Taxation                                                                                      8 -2,561 -2,155

Profit for the year                                                        9,402 8,729

Attributable to:

Owners of the parent

Profit and total comprehensive income for the year         9,402 8,729

Earnings per share (expressed in pence per share):

Basic earnings per share                        9 23.5p 21.8p

Diluted  9 22.9p 21.3p

All results arise from continuing operations. There are no other sources of comprehensive income.

Consolidated Statement of Financial Position

as at 29 July 2017

Note 2017 2016

£’000 £’000

Non-current assets

Intangible assets                     10 1,077 1,145

Property, plant and equipment                     11 23,878 23,501

Total non-current assets                       24,955 24,646

Current assets

Inventories                                        12 22,084 23,188

Trade and other receivables                       13 9,699 9,014

Cash and cash equivalents                                         40,126 22,379

Total current assets                               71,909 54,581

Total assets  96,864 79,227

Current liabilities

Current income tax liabilities  2,121 210

Trade and other payables  14 53,794 42,232

Total current liabilities  55,915 42,442

Non-current liabilities

Trade and other payables  15 7,140 6,068

Deferred tax liability  16 530 1,101

Total non-current liabilities  7,670 7,169

Total liabilities  63,585 49,611

Capital and reserves attributable to the owners of the parent

Share capital  17 40 40

Share premium  17 16 16

Capital redemption reserve  13 13

Merger reserve  25,511 25,511

Retained earnings  7,699 4,036

Equity attributable to the owners of the parent  33,279 29,616

Total equity  33,279 29,616

Total equity and liabilities  96,864 79,227

The notes on pages 72 to 83 are an integral part of these consolidated financial statements.

The financial statements on pages 68 to 83 were approved by the Board and authorised for issue on 2 October 2017 and signed

on its behalf by:

David Knight

Chief Executive Officer

ScS Group
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TABLE 1: Profitability Ratios of DFS PLC's (2013-2017) and Sofa.Carpet.Specialist PLC (2017)

DFS FURNITURES PLC 2013 2014 2015 2016 2017SCS PLC 2017 

Operating Profit margin (%) = Operating Income/Sales 11.7 9.3 8.6 10.0 7.9 3.6

Gross Profit margin (%) = Gross Profit/ Sales 18.1 17.0 17.3 17.8 15.8 46.2

ROCE (%)= Operating Profit/Average Capital Employed 11.4 9.2 9.2 10.9 8.7 12.4

Net Profit Margin (%)= Net Income /Sales -1.6 0.5 1.5 8.5 6.6 3.6
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TABLE 3: Liquidity Ratios of DFS PLC's (2013-2017) and Sofa.Carpet.Specialist PLC (2017)

DFS FURNITURES PLC 2013 2014 2015 2016 2017SCS PLC 2017 

Current Ratio = Current Assets/ Current Liabilities -0.28 -0.31 -0.60 -0.78 -0.69 1.29

Quick Ratio = Current Assets - Inventory/ Current Liabilities 89.57 108.68 95.58 131.31 122.31 71908.61

Cash Ratio = Cash/ Current Liabilities -0.12 -0.15 -0.25 -0.39 -0.34 0.72
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TABLE 4: Gearing of DFS PLC's (2013-2017) and Sofa.Carpet.Specialist PLC (2017)

DFS FURNITURES PLC 2013 2014 2015 2016 2017SCS PLC 2017 

Gearing Ratio (%) = Net Debt/ Total Equity 5.8 5.1 -1.2 -1.1 -1.1 0.1

Interest Cover= Operating Profit/ Interest Payable -1.2 -1.1 -1.2 -6.5 -5.7 -124.9
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TABLE 2: Efficiency Ratios of DFS PLC's (2013-2017) and Sofa.Carpet.Specialist PLC (2017)

DFS FURNITURES PLC 2013 2014 2015 2016 2017SCS PLC 2017 

Fixed Asset Turnover= Sales/ Fixed Assets 1.13 1.19 1.26 1.34 1.32 13.34

Accounts Receivable= Accounts Receivable/ Average Daily Sales 15.15 14.45 13.08 12.75 11.72 10.63

Creditor's Ratio= Average Trade Creditors X 365/ Cost Of Sales 221.17 226.27 90.78 93.53 94.12 -14.54
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FINANCIAL RESULTS FOR THE LAST 5 

YEARS

Values are quoted in the stock's local 

currency: British pound.

2017 2016 2015 2014 2013

Income Statement: 29/07/2017 30/07/2016 01/08/2015 01/08/2014

£ (Millions) £ (Millions) £ (Millions) £ (Millions) £ (Millions)

Revenue: 762.7 756 706.1 853.4 804.3

Operating Profit / (Loss): 60.5 75.8 60.6 60.9 72.0

Net Interest: -10.4 -11.3 -49.9 -57.3 -59.9

Profit Before Tax: 50.1 64.5 10.7 3.6 -10.1

Profit after tax from continuing 

operations:

39.5 60.3 3.2 -4.5

-17.1

Discontinued Operations: 

Profit after tax from discontinuing 

operations:

n/a n/a n/a n/a n/a

Profit for the period: 39.5 60.3 3.2 -4.5 -17.1

Attributable to: 

Equity holders of parent company: 39.5 60.3 4.7 -5 n/a

Minority Interests / Other Equity: n/a n/a -1.5 0.5

Total Dividend Paid: c n/a c n/a c n/a c n/a c n/a

Retained Profit / (Loss) for the Financial 

Year:

c n/a c n/a c n/a c n/a c n/a

Earnings per Share: 

Basic: 18.70p 28.30p 4.30p -17.50p

Diluted: 18.60p 28.10p 4.30p -17.50p

Adjusted: 18.70p 23.70p 24.40p -4.40p

Dividend per Share: 0.00p 11.00p 6.20p 0.00p

Balance Sheet: 29/07/2017 30/07/2016 01/08/2015 01/08/2014

£ (Millions) £ (Millions) £ (Millions) £ (Millions) £ (Millions)

Assets: 

Non-Current Assets: 

Property, Plant & Equipment: 74.2 65.1 57.6 50.9 47.7

Intangible Assets: 491.8 491.2 489.3 490.2 483.7

Investment Properties: n/a n/a n/a n/a n/a

Investments: n/a n/a n/a n/an/a

Other Financial Assets: n/a n/a 1.3 0.1 0.2

Other Non-Current Assets: 9.8 9.1 12.1 11.2 9.8

575.8 565.4 560.3 552.4 541.4

Current Assets: 

Inventories: 36.6 34.9 28.3 28.8 23.1

Trade and Other Receivables: 24.5 26.4 25.3 26 2.5

Cash at Bank & In Hand: 61 66.7 40.7 53.8 38.4

Current Asset Investments: n/a n/a n/a n/a n/a

Other Current Assets: n/a 3.1 1.1 n/a n/a

122.1 131.1 95.4 108.6 89.5

Other Assets: n/a n/a n/a n/a n/a

Total Assets: 697.9 696.5 655.7 661 630.9

Liabilities: 

Current Liabilities: 

Borrowings: n/a n/a n/a n/a n/a

Other Current Liabilities: 178 169 160.3 16.2 n/a

178 169 160.3 16.2 n/a

Net Current Assets: c n/a c n/a c n/a c n/a n/a

Non-Current Liabilities: 

Borrowings: 198.8 198.3 197.9 306.6 -305.7

Provisions: 5.2 5.1 4.4 4.4 -4.5

Other Non-Current Liabilities: 70.8 73.5 69.2 70.8 -68

274.8 276.9 271.5 381.8 -378.2

Other Liabilities: n/a n/a n/a 381.8 -378.2

Total Liabilities: 452.8 445.9 431.8 735.8 -695.9

Net Assets: 245.1 250.6 223.9 -74.8 -65

Capital & reserves: 

Share Capital: 319.5 319.5 319.5 42.6 42.6

Share Premium Account: 40.4 40.4 40.4 n/a n/a

Other Reserves: 7.9 11.9 20.3 -3 2.7

Retained Earnings: -122.7 -121.2 -156.3 -113.5 -108.7

Shareholders Funds: 245.1 250.6 223.9 -73.9 -63.4

Minority Interests / Other Equity: n/a n/a n/a -0.9 -1.6

Total Equity: 245.1 250.6 223.9 -74.8 -65
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Diamond-Holding -1- Limited/ DFS Furniture plc

Consolidated income statement

For the year ended 02 August 2014 (27 July 2013)

2014 2013

Underlying Underlying

Note £m £m

Gross sales       1,2 853.4 804.3

Revenue                          2 656.8 614.4

Cost of sales                           -544.9 -503.5

Gross profit              111.9 110.9

Administrative expenses                           -31.9 -26.3

Operating profit before depreciation and 80.0 84.6

Depreciation                               -12.3 -11.4

Amortisation                         -2.4 -1.2

Non-Underlying items 3 -4.4 0

Operating profit               2.3 60.9 72.0

Finance income                 5 0.2 0.2

Finance expenses                 5 -57.5 -59.9

Exceptional referencing Costs 5 0.0 -22.4

Profit before tax            3.6 -10.1

Taxation                               6 -8.1 -7

Profit for the Year -4.5 -17.1

Consolidated statement of comprehensive income

For the year ended 2 August 2014 ( 27 July 2013)

2014 2013

£m £m

Loss for the year         -4.5 -17.1

Other comprehensive income

Items that are or may be reclassified subsequently to profit or loss:

Effective portion of changes in fair value of cash flow hedges  -8.1 2.8

Net change in fair value of cash flow hedges reclassified to profit or loss  2.4 -1.1

Income tax on items that are/may be reclassified subsequently to profit or loss  1.2 -0.3

Other comprehensive expense for the period, net of income tax  -4.5 1.4

Total comprehensive income for the period  -9.0 -15.7
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Consolidated balance sheet

At 2 August 2014 (27 July 2013)

2014 2013

Note £m £m

Non-current assets

Property, plant and equipment  7 50.9 47.7

Intangible assets  8 490.2 483.7

Other financial assets  10 0.1 0.2

Deferred tax assets  11 11.2 9.8

552.4 541.4

Current assets

Inventories  12 28.8 23.1

Other financial assets  10 0 2.5

Trade and other receivables  13 26 25.5

Cash and cash equivalents  53.8 38.4

108.6 89.5

Total assets  661.0 630.9

Current liabilities

Trade payables and other liabilities  14 -337.8 -305.1

Provisions  18 -5.8 -6

Other financial liabilities  15 -3.1 0

Current tax liabilities  -7.3 -6.6

-354.0 -317.7

Non-current liabilities

Interest bearing loans and borrowings  16 -306.6 -305.7

Provisions  18 -4.4 -4.5

Other liabilities  14 -70.8 -68

-381.8 -378.2

Total liabilities  -735.8 -695.9

Net assets  -74.8 -65.0

Equity attributable to equity holders of the Company

Share capital 19 42.6 42.6

Cash flow hedging reserve  19 -3.0 2.7

Retained earnings  19 -113.5 -108.7

Equity attributable to equity holders of the Company -73.9 -63.4

Non- Controlling Interests -0.9 -1.6

Total equity 

-74.8 -65.0


