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Introduction and Background of Hilton Food Plc:
Hilton food plc is the leading specialist international food packing business supplying major international retailers from state-of-the-art facilities started In United Kingdom. Its business was established in 1994 to operate in packing a beef and meat facility in Huntingdon, England. It grown expeditiously and now it has six factories across the Europe, they also in two joint ventures so that they can sell the products in the supermarkets across the 14 European nations and Australia. Every plant of Hilton’s central meat packing is operated on a dedicated basis for Hilton customers. Hilton’s business model has been adapted to meet local requirements with customers in each country in Europe and Australia. In the last twenty years of the business the has grown rapidly through its strong customer relationships to become the largest dedicated packer of red meat in Europe based on revenue.
The Hilton group has over 2800 employees in their factories across the Europe. The Group has operated in the UK since 1994, the Netherlands since 2000, Sweden and Ireland since 2004, Poland since 2006 and Denmark since 2011 with state of art packaging beef, lamb and also pork. The Hilton group achieved the growth by geographical expansion also through product range extensions and through underlying growth by its retail customers.
The main product range incorporates fresh items such as roasting joints, chops, steaks and minces are prepared and packaged according to customer specifications. Hilton’s value-added lines include the barbecue ranges, ready to cook, marinated meats and convenience products, such as meat cuts accompanied by serving sauces.
In 1994 The Hilton formed to supply Tesco UK from Huntingdon facility after that in 2004 it opened new factories in Drogheda, Ireland and Vasteras and Sweden to supply Tesco Ireland and ICA respectively. Further Hilton group opened the new factory in Poland to supply Ahold Central Europe stores in Czech Republic and Slovakia in 2006. In 2008 the Hilton’s Irish factory extended to supply breakfast meats. Continuing the expansion in 2011 the Hilton group had opened new factory in Hasselager, Denmark to supply coop Denmark. In 2013 the Hilton group step up with a joint venture collaboration with Woolworths in Australia also re-equipped with new supply agreement with Tesco UK. In 2015 Woolworth opened its factory in Victoria. In January 2017 the Hilton group entered into joint venture with Sonae which is basically Portugal’s leading food retailer. Also, the Hilton group announced the expansion in Central Europe to produce fresh food for Tesco including pizza, ready meals, sandwiches and soups. The company also announce the expansion into New Zealand with planning to construct a new meat processing facility in Auckland. The company acquired Seachill, which is a leading chilled UK based fish processor.
The Hilton Food Group plc has a clear, simple and well-defined strategy focussing on the below four key factors:
· Construct new high volumes with and extending product ranges for existing customers of the company;
· Establishment with existing customers in new territories;
· Winnings the new customers in new territories;
· To Maintain an uncompromising focus on quality, unit costs and product development.
The Hilton food Group plc also has worldwide relationships with suppliers of high quality meat, The company sourcing product from over 40 different suppliers. It gives Hilton a high degree of flexibility and their customers the knowledge that Hilton can secure supply at competitive rates.

Company Directors:
· Robert Watson OBE (Chief executive) – He joined the Hilton group in 2002 as a chief executive and overseen the successful growth of the Hilton group till date.  Mr Robert Watson gained an Institute of Directors diploma in 1996, received an OBE in 2000 for services to the meat industry and in 2005 was accepted into the Entrepreneur Hall of Fame in Northern Ireland. 
· Christine Cross (Non-executive Director) – She was originally a food scientist before devoting the 14 years to 2003 with Tesco in senior roles focusing on own brand, non-food and global sourcing.
· Colin Smith OBE (Non -executive Director) – Mr. Colin joined the Hilton group in 2010 as a Non-Executive Director and has extensive experience in the food & distribution industry.
· John Worby (Non-executive Director) - John is Chairman of the Audit Committee and is the Senior Independent Director.
· Objectives of the Ratio analysis:

Ratio analysis helps to evaluate current operations.
To compare the latest data with the past data so that future-oriented decisions could be taken in the present.
It is helpful to compare the company data with its competitor performance and being familiar about the position in the current market.
To study the efficiency of the operations.
The company can study the risk factor associate with its operations. 

Calculation of Different Financial Ratio of Hilton Food Plc
Liquidity Ratios for the Hilton Food Products plc
	                                  Current Ratio of Hilton Food Products plc

	Current ratio (times) = Current Assets/ Current liabilities

	Year
	2012
	2013
	2014
	2015
	2016

	Current Assets (in £ million)
	161823
	183580
	174756
	167173
	202327

	Current Liability (in £ million)
	153269
	172501
	167869
	148938
	173203

	Current ratio (in times)
	1.06
	1.06
	1.04
	1.12
	1.17



	                                         Cash Ratio of Hilton Food Products plc 

	                                      Cash Ratio (times)= Cash & equivalents/ Current liabilities

	Year
	2012
	2013
	2014
	2015
	2016

	Cash (in £ million)
	31428
	34642
	35586
	52806
	59304

	Current Liability (in £ million)
	153269
	172501
	167869
	148938
	173203

	Cash Ratio (in times)
	0.21
	0.20
	0.21
	0.35
	0.34



	                                            Quick Ratio of Hilton Food Products plc 

	Quick Ratio (in times)=  Current assets- inventories/ Current liabilities

	Year
	2012
	2013
	2014
	2015
	2016

	Current Assets (in £ million)
	161823
	183580
	174756
	167173
	202327

	Inventories
	21885
	23837
	22029
	18272
	24382

	Current Liability (in £ million)
	153269
	172501
	167869
	148938
	173203

	Quick Ratio (in times)
	0.91
	0.93
	0.91
	1
	1.02



Profitability Ratios of the Hilton group plc
	Gross profit margin of Hilton Food Products Plc 

	Gross profit margin (in %)= (Gross Profit/ Revenue) *100

	Year
	2012
	2013
	2014
	2015
	2016

	Revenue (in £ million)
	1031004
	1124780
	1098990
	1094822
	1234495

	Gross Profit (in million)
	126249
	131523
	132181
	137755
	150828

	Gross profit margin (in %)
	12.25
	11.69
	    12.03
	12.58
	12.22



	Operating profit margin of Hilton Food Products plc 

	Operating profit margin (in %)= (Operating Profit/ Revenue) *100

	Year
	2012
	2013
	2014
	2015
	2016

	Revenue (in £ million)
	1031004
	1124780
	1098990
	1094822
	1234495

	Operating profit (in £ million)
	25967
	25774
	26062
	28999
	34324

	Operating Profit Margin (in %)
	2.52
	2.29
	2.37
	2.65
	      2.78



	Net profit margin of Hilton Food Products plc 

	Net profit margin (in %)= (Net Profit/ Revenue)*100

	Year
	2012
	2013
	2014
	2015
	2016

	Revenue (in £ million)
	1031004
	1124780
	1098990
	1094822
	1234495

	Net profit  (in £ million)
	18905
	19360
	19950
	21459
	26656

	Net Profit Margin (in %)
	1.83
	1.72
	1.82
	1.96
	2.16


Leverage Ratios of Hilton group plc:
Debt-equity Ratio of the Hilton group plc
	Debt to Equity Ratio for   Hilton Food Products plc 

	Debt to equity Ratio(in times)=Total Liabilities/ shareholder’s Equity

	Year
	2012
	2013
	2014
	2015
	2016

	Total Liabilities
	179981
	192576
	202317
	178997
	192117

	Shareholder’s Equity
	40972
	54258
	59633
	68875
	95095

	Debt to equity Ratio
	4.39
	3.55
	3.39
	2.60
	
2.02



Debt Ratio of Hilton group plc:
	                                    Debt to Asset Ratio for Hilton Food Products plc 

	Debt to Assets Ratio(in times)=Total Liabilities/ Total Assets

	Year
	2012
	2013
	2014
	2015
	2016

	Total Liabilities
	179981
	192576
	202317
	178997
	192117

	Total Assets
	220953
	246834
	261950
	247872
	287212

	Debt to Assets  Ratio
	0.81
	0.78
	0.77
	0.72
	0.67



Efficiency Ratios of Hilton group plc:
Stock Turnover Ratio of Hilton group plc 
	Stock Turnover ratio of Hilton Food Products plc 

	Stock Turnover Ratio(in days) = (Average Inventory/ Cost of Goods Sold) *365

	Year
	2012
	2013
	2014
	2015
	2016

	Average Inventory (in £ million)
	22175.5
	22861
	22933
	20150.5
	
21327

	Cost of Goods Sold(in £ million)
	904755
	993257
	966809
	957067
	
1083667

	Stock Turnover ratio (days)
	8.95
	8.40
	8.66
	    7.68
	
7.18



Receivables Turnover Ratio of Hilton group plc
	Receivables Turnover ratio of Hilton Food Products plc 

	Receivables Turnover Ratio (in days) = (Sales / Average account receivables) 

	Year
	2012
	2013
	2014
	2015
	2016

	Sales (in £ million)
	1031004
	1124780
	1098990
	1094822
	
1234495

	Average account receivables (in £ million)
	105922
	116083.5
	119982.5
	105852
	
107351.5

	Receivables Turnover ratio 
	     9.73
	9.69
	9.16
	10.34
	
  11.50

	Average Account Receivables Turnover (Days)
	37.51 
	37.67
	39.85
	35.30
	
   31.74

	

	Creditors Ratio of Hilton Food Products plc

	Creditors Ratio (in days) = (Average Trade Payables/ Cost of Goods Sold) *365

	Year
	2012
	2013
	2014
	2015
	2016

	Average Trade payables (in £ million)
	140385
	151584.5
	159289.5
	146859.5
	
150086.5

	                           Cost of Goods Sold (in £ million)
	904755
	993257
	966809
	957067
	
1083667

	Creditors Ratio 
	   56.63
	55.70
	60.14
	56
	
50.55

	
	
	
	
	
	



Note1: Average Inventory is calculated by using following formula;
Average Inventory = (Inventory at the end of the current Financial Year+ Inventory at the end of the previous financial year)/2
[bookmark: _Toc491634992]Note2: Average accounts receivables is calculated by using following formula;
Average accounts receivables = (accounts receivables at the end of the current Financial Year+ accounts receivables at the end of the previous financial year)/2


· The Ratio Comparison between HILTON FOOD PLC VERSUS RPC GROUP PLC
	RATIO
	HILTON FOOD PLC (2016)
	 RPC GROUP PLC (2016) 

	Current Ratio
	1.17
	1.09

	Cash Ratio
	0.34
	0.18

	Operating Margin Ratio
	2.78
	5.80%

	Net Margin Ratio
	2.16
	3.34%

	Debt Ratio
	0.67
	0.70

	Debt-Equity Ratio
	2.02
	2.12

	Receivables Turnover Ratio
Collection Period
	11.50 

(31.74 days)
	4.73 

(77.17 days)

	Payable Turnover Ratio
	50.55
	102.38

	Stock Turnover Ratio
	7.18 days
	51.84 days


	
· [bookmark: _Hlk503288937]Critical evaluation over the last 5 years of hilton food plc and comparison of it with rpc group plc last year 2016:

To analyse every aspect of the company, some ratios has been calculated. The above calculation has been done to measure the various aspect of the organization such as liquidity, profitability& leverage of the Hilton food plc company. This will particularly help to analyse the liquidity, profitability, leverage of the Hilton food plc in a reliable manner also compared the last year’s ratios with RPC group plc.
It can be observed from the period of 2012 to 2013, the revenue of the Hilton group plc has been increased from pound 1031m to pound 1124m which further decreased in 2014 and 2015 to pound 1098m and pound 1094m respectively. In 2016 the revenue increase to pound 1234.5m for the Hilton food group plc which almost 11% hike as compared to the last year. the gross margin of the company has declined from 12.25% in 2012 to 11.69% in 2013. After that in 2014 to 2016 it can be seen the slight improvement in the gross margin of the Hilton food plc which is 12.22%. So, it can be analysed that there has been a marginal fluctuation in the total revenues of the company during 2014 to 2016. The highest revenues were in year 2016 with pound1234.5m compared to pound1094.8m in 2015, but the gross margin declined for the company in 2016. hence, it could be rightly analysed that the company’s cost of basic business operation has also proportionately increase with the increase in revenue. Examine the aspect of the operating margin of the company, it could be observed that operative after 2012 has been continuously improving for the Hilton food plc which were 2.29% in 2013 to 2.78% in 2016. The strong growth in underlying profitability with operating profit up 11.7% in 2016. Comparing the operative ratio for RPC group plc which is almost double than Hilton food plc which comprise with 5.80% in 2016. So, it can be said that the RPC group generates 5.80% profit with its revenues.  After that considerable Net profit margin ratio increased over 2% in 2016 which earlier was below that line. Comparing with RPC group plc which is quite strong with the net profit margin than Hilton group plc which is 3.34% in 2016.
In order to analyse the liquidity aspect of the company, current ratio, quick ratio and cash ratio is being calculated. This enable to understand the ability of the company to repay it’s short-term obligations from the short- term assets of the company. It is absolutely evident from the calculation of the liquidity ratios such as quick ratio and current ratio of the company, it can be observed that the company’s liquidity is in a good position. The reason being, in all the last five consecutive years from the financial year ending 2012 to 2016, Hilton food plc current ratio has been greater than 1. the company has sufficient amount of short term receivables and cash compared to the short-term debts in all the years, the cash is not as sufficient to meet up alone with the short-term borrowings. The cash ratio refines the quick ratio by removing receivables from the numerators the reason behind this is that the receivables are not always provided on time. So, a company should have sufficient buffer in cash and cash equivalents to meet any immediate obligation. The current ratio also is being increased from 1.06times in 2012 to 1.17times in 2016.The company has maintained the perfect level of the liquidity to meet its immediate obligations. Comparing with RPC group plc the current ratio and the cash ratio are lower than the Hilton food plc. RPC group plc has maintain sufficient level of current ratio but though it is not as healthy as Hilton food group plc. The RPC group plc has not been maintained the sufficient buffer cash to meet up its short-term obligations, for that it has to be considered all the current assets including its receivables and inventories.
Efficiency ratio such as receivables turnover ratio, stock turnover ratio, creditors ratio has been done to analyse the efficiency of the firm from the various perspective like the efficiency of the firm in efficiency of the firm utilization of assets, managing inventory and efficiency of the firm in taking payment from the creditors and payments. The inventory turnover ratio which has been calculated in order to evaluate the efficiency of the firm in managing the stock and converting the inventory into sales and also showing how many times a company’s inventory is sold and then replaced over period of time. It is obvious from the calculations of Hilton food plc has been good in managing the inventory. the ratio improved from 8.95 days in 2012 to 8.40 days in 2013 further it improved to 7.68 days in 2015 and then in 2016 it has been improved to 7.18 days. The main reason of the improvement in the inventory turnover ratio is because the company is operating in consumer goods industry hence the replacement of the inventory is obvious short. It means the goods after produced by the company have not been taking much time to get replaced by other upcoming stock. Comparing the RPC group plc, the ratio is far more better than RPC group plc where it took 52 days to sold and replace its inventories over a period of time. The creditors ratio can be referred to as the ratio which indicate the trade payables to the cost of sales of the company. So, it can be analysed that this ratio gives the picture fact whether the company is taking full advantage of the credit facilities. hence, a high value in days terms of the ratio signifies excellent taking of the credit facility from the suppliers of the company. It is observed that creditors ratio or payable ratio of the company has declined from 56.63 days in 2012 to 55.70 days in 2013, then it increased up to 60 days in 2014 and later in 2015 and 2016 it declined to 56 days to 50.55 days respectively.  the company has a lower trade payable compared to cost of sales. So, it is recommended that the company must extend the credit facility which help to have a better utilization of the available financial resource provided by the creditors of the company. A Debtors ratio is a ratio which helps in measuring the efficiency of the company in collection of trade receivables from the customers we traded with. So, a low value of the ratio in terms of the days is more desirable as it is calculated as the ratio to the trade receivables to the sales of the company. It can be observed that the average account receivables have been increased from 37.51 days to 37.67 days during the financial year ending 2012 to 2013.then further it increased to 39.85 days in 2014. After that in 2015 and 2016 it has been declined to 35.30 days and 31.74 days respectively. So, it can be analysed that there has been a quite improvement in performance of Hilton food plc in terms of collection of receivables. The company has now decreased the credit period for their debtors to pay for their outstanding payment towards the Hilton food plc. Comparing with RPC group plc, the receivables turnover ratio and the average debt collection period of RPC group plc is very much high in terms of the days. The RPC group plc’s average collection of the receivables has been taking 77 days compared with 32 days for Hilton food plc.
Leverage or solvency are the terms which used to describe the financial position of any business which is capable to meet outside obligations in full out of its own assets. So, this ratio establishes relationship between total liabilities and total assets. It is also evident from the analysis of the Total Debt to Asset ratio that the Hilton food plc’s Debt to asset ratio has decreased from 0.81 times in 2012 to 0.78 times in 2013 and 0.72 times in 2015 to 0.67 times in 2016. So, it is evident that the most of the company’s assets are financed through debt, it is evident that the company has been maintain a good capital structure with debt at a reasonable level. Comparing with the RPC group plc, it is about 0.7 debt ratio which indicates low borrowing capacity of the company. So, it can be analysed that RPC group plc is more leveraged than Hilton food plc and greater risk associated with its operations. Debt-equity ratio shows the liabilities of the company in comparison to the equity put by shareholders. A lower ratio shows that the company is using less leverage and has a good equity position. On the other hand, a very high ratio would show that the creditors of the company are putting more money into the company than the shareholders themselves. The Hilton food plc has been measured its deb equity ratio at 4.39 times in 2012 which declined to 3.55 times in 2013 further continuing declined in 3.39 times in 2014 and 2.60 times in 2016. Comparing with RPC group plc which has Debt equity ratio at 2.12 times in 2016. It always depends on the companies which are being analysed that which is ideal rate of debt-equity ratio implies for.  To assess the Debt ratio, the certain aspects should be considered such as capital expenditures for opening the companies, leasing, purchasing expensive special equipment, renovating commercial space, etc.
· [bookmark: _Hlk503289011]Findings and Recommendation for the Hilton food plc: 
The financial reports and the analysis of the ratio suggests continued progress in 2016 against company’s strategic objectives and a further expansion of its global footprint.
The company has announced the plans to expand the packing capabilities in Australia with construction of a new factory in Queensland with existing partner Woolworths Ltd.
Despite the competitive market conditions, the company has been able to maintain its growth each continuing year. Basic earning per share were over 22% higher than last year.  The Hilton food group plc had been gone through some successful developments and joint ventures with leading partners. The Hilton group plc continued to generate significant cash and equivalents during 2016 enabling the Group’s net cash position to grow from pound 12.7m at the end of 2015 to pound 32.3m at the end of the year as well as being available to fund its new projects in Australia and Portugal the company is well positioned to take the benefit of other opportunities as they arise. With the proposed final dividend of 12.5p per ordinary share for 2016, total dividends in respect of 2016 will be 17.1p per ordinary share, an increase of 17.1% compared to 2015.
· Limitations of The Ratio Analysis:

[bookmark: _GoBack]It is a well – known fact that a company can get information in details with the help of analysing their performance with the help of different ratio but it is not also free from any demerits. Following points should be considered as the limitations of the Ratio analysis which also indicates the constraints for the calculation in financial management. The term ratio seeks the fact of having a comparative analysis of different companies and again and again in this case it is a challenging problem that improper comparative analysis in terms of company differences or not having the same financial year can bring out the issues in drawing appropriate inferences. In addition to this, if the comparison has to be made for companies with different industrial background then also it is absolutely not possible to properly compare with each other as the standards of each industries vary with one another. As a result of this, ratios like Price to Equity ratio or the net profit ratio cannot be done in a proper way. It is a certain fact that the profitability level of various sectors surely changes with one another and so if the comparison is not made within the companies operating in the same industry, then the ratio analysis would totally become meaningless. This fact mentions the need of having a proper analysis based on which the organization’s performance can be assessed and can be done by tools of doing ratio analysis in a comprehensive path. It is also immensely important to consider the various aspects and then perform the ratio analysis. It is often seen that there is fraudulent action done by the financial managers who window dresses the accounting information so that the investors can get attracted to attractive financial figures even if the actual figures are somewhat different. This tendency really poses a great threat towards proper ratio analysis. In that case, the lines and notes of all the financial statements must be studied carefully by the statement readers so that they can take the correct decision regarding the fact that whether they would invest in that company or not. Moreover, ratio analysis is not solely able to evaluate to portray the overall company’s performance thereby increasing the possibility of investing in a project with huge funding requirement leading to crisis in liquid amount. In order to holistically evaluate the overall performance of the company it is not sufficient just to do that based on few ratio analyses and thus other considerations must also be made to come into a comprehensive and accurate decision.
· Accounting practice differs across firms to firm.
· Sometimes it is difficult to interpret deviations in ratios.
· Industry ratios may not be desirable targets.
· Published industry averages are only guidelines.
· Seasons also affects the ratios.
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