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The leading supply chain, trading and 
distribution partner in our chosen supply 
markets -  delivering consistently strong 

returns to shareholders  

Connect Group PLC  2 Interim Results April 2014  



Connect Group PLC  

News Distribution  Books  Media  Education & Care  

Smiths News, UKôs largest 
newspaper and magazine 
wholesaler, today with a 
55% market share  

A multichannel distributor 
of printed and digital 
books, serving retailers, 
libraries and consumers 
worldwide  

Supplying news and inflight 
media to 80 airlines in 50 
countries. A global partner 
to a number of blue chip 
customers  

A leading distributor  
of consumables to the 
education and care markets  

Strategic ambition is to deliver 50% of profit outside of news 
and magazines by 2016  

Evolution of Smiths News Group  

2006  2009  2011  2012  
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Connect Group  

News Distribution  Media  
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Core skills and competencies  

Operating in large and fragmented markets we connect 
suppliers with customers ï performing an essential and 
value added role in these supply chains  

 
Ʒ Market knowledge and expertise  

Ʒ Outstanding service  

Ʒ Change management and integrations  

Ʒ Unmatched efficiency  

Ʒ Leading technology  

Ʒ Talented people  
5 year CAGR  

 
 PBT : 10.3%  
EPS : 9.1%  
DPS : 6.8%  
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Delivering promises; realising potential  
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Highlights  

Mark Cashmore  

Group Chief Executive  
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Highlights  

Ʒ Group revenue £899m -0.3%  

Ʒ Underlying PBT £24.0m + 3.0 %  

Ʒ Free cash flow £11.9m +16.7%  

Ʒ News & Media:  Profit +4.9%, £1.1bn annualised News revenue contracted 

to at least 2019  

Ʒ Books:  strong growth in Wordery  offset by weaker margin and return on 

investments impacting profit  

Ʒ Education & Care:  core sales growing at 5.0%  

Ʒ EPS 10.1 p +6.3 %  

Ʒ H1 dividend 3.1p, + 3.3 %  



Group Financial Update  

Nick Gresham  

Chief Financial Officer  
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Cautionary statement  
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This document contains certain forward - looking statements with respect to Connect Group PLCôs financial condition, its results of operations and 
businesses, strategy, plans, objectives and performance. Words such as óanticipatesô, óexpectsô, óintendsô, óplansô, óbelievesô, óseeksô, óestimatesô, ótargetsô, 
ómayô, ówillô, ócontinueô, óprojectô and similar expressions, as well as statements in the future tense, identify forward-lookin g statements. These forward -
looking statements are not guarantees of Connect Group PLCôs future performance and relate to events and depend on circumstances that may occur in 
the future and are therefore subject to risks, uncertainties and assumptions.   There are a number of factors which could cause a ctual results and 
developments to differ materially from those expressed or implied by such forward looking statements, including, among others  th e enactment of 
legislation or regulation that may impose costs or restrict activities; the re -negotiation of contracts or licences; fluctuation s in demand and pricing in the 
industry; fluctuations in exchange controls; changes in government policy and taxations; industrial disputes; war and terrori sm.   These forward - looking 
statements speak only as at the date of this  document.  Unless otherwise required by applicable law, regulation or accounting st andard, Connect Group 
PLC undertakes no responsibility to publicly update any of its forward - looking statements whether as a result of new information , future developments or 
otherwise.  

Nothing in this document should be construed as a profit forecast or profit estimate. This document may contain earnings enha ncement statements which 
are not intended to be profit forecasts and so should not be interpreted to mean that earnings per share will necessarily be gre ater than those for the 
relevant preceding financial period.  

The financial information referenced in this document does not contain sufficient detail to allow a full understanding of the res ult s of Connect Group PLC. 
For more detailed information, please see the interim announcement for the half -year ended 28 February 2014 which can be found on the Investor 
Relations section of the Connect Group PLC website ï www.connectgroupplc.com.  However, the contents of Connect Group PLCôs website are not 
incorporated into and do not form part of this document.   

The following definitions have been applied consistently throughout this interim results announcement :  

-Underlying 2014 and 2013 results exclude non - recurring items and amortisation of acquired intangibles and includes the results of acquired businesses 
from the date of acquisition and excludes results from businesses disposed in the prior period.  

 -Underlying earnings per share are calculated using underlying profit before tax and the Group underlying effective tax rate of 21.5% for  HY2014 and 
24.9% for HY2013.  

 -Free cash flow is cash flow excluding the following; payment of the dividend, acquisitions and disposals, the proceeds on the disp osa l of freehold 
properties, repayments of obligations under finance leases, the repayment of bank loans, EBT share purchase, and cash flows r ela ting to non - recurring and 
other items.  

 -Net debt is calculated as total debt less cash and cash equivalents. Total debt includes loans and borrowings, overdrafts and obl iga tions under finance 
leases.  

 -Like for like revenues exclude the impact of gains and losses, including contracts, new business and acquisitions reported in the cur rent or prior year 
total sales.  

 -HY 2014 refers to the six months ended 28 February 2014, FY 2013 refers to the year ended 31 August 2013 and HY2013 refers to th e s ix months ended 
28 February 2013.  

 -The Group adopted IAS 19 (revised) in the period which changed the accounting for defined benefit pension schemes. The prior peri od has been restated 
resulting in a £1.5m reduction in both underlying and statutory profit before tax. The consequent changes to the prior period s u nderlying and statutory 
earning per share are shown in note 1 to the Condensed financial statements .  
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Group performance  
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£m  Feb 2014  Feb 2013  Change  Non N&M  

mix %  

   News Distribution  20.5  19.7  +4.1%  -  

   Media  1.0  0.8  +36.2%  4%  

News & Media operating profit  21.5  20.5  +4.9%  -  

Books operating profit  2.3  3.5  (33.8)%  9%  

Education & Care operating profit  3.0  2.9  +3.4%  11%  

Group  operating profit  26.8  26.8  -  24%  

Net finance charges  (2.8)  (3.5)*  

Group PBT  24.0  23.3  +3.0  

Tax  (5.2)  (6.2)  

Group PAT  18.8  17.1*  

EPS 10.1p  9.5p*  +6.3%  

DPS 3.1p  3.0p  +3.3%  

* Restated to reflect IAS19(R)  
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Non recurring and other items  

£m  Feb 2014  Feb 2013  

Integration costs  -  (0.5)  

Network reorganisation costs  (0.3)  (1.0)  

Release of property provisions  0.6  -  

Acquisition  costs  (0.4)  (2.1)  

Amortisation of acquired intangibles  (1.3)  (1.4)  

Impairment of acquired intangibles  (0.5)  -  

Disposal of MMC  -  0.1  

Total before taxation  (1.9)  (4.9)  

Taxation  0.1  0.4  

Total after taxation  (1.8)  (4.5)  
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Free cash flow  

£m  Feb 2014  Feb 2013  

Operating  profit  26.8  26.8  

Depreciation and amortisation  3.7  3.7  

EBITDA  30.5  30.5  

Working capital  (2.8)  (7.2)  

Capital expenditure  (4.5)  (3.7)  

Net interest and  fees  (4.2)  (2.1)  

Taxation  (5.2)  (5.0)  

Pension funding  (2.1)  (3.1)  

Other  0.2  0.8  

Free cash flow  11.9  10.2  
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Net debt  

£m  28  Feb 2014  31 Aug 2013  28 Feb 2013  

Opening net debt  (98.5)  (100.5)  (100.5)  

Free cash flow  11.9  32.6  10.2  

Dividend  (11.7)  (16.0)  (10.6)  

Non recurring items  (1.9)  (5.9)  (2.2)  

Acquisitions  (0.3)  (5.1)  (3.4)  

Other  (4.5)  (3.6)  (2.9)  

Closing net debt  (105.0)  (98.5)  (109.4)  

Net  debt : EBITDA  1.6x  1.5x  1.6x  

£200m committed facilities to November 2018  

Å Net debt / EBITDA covenant 2.75x  

Å Interest cover covenant 3.0x  

Å Fixed charge cover covenant 2.0x  



Business update  
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76%  

Ʒ New business wins driving sales  

Ʒ Strong dynamics in newspaper market: total sales +0.9%  

Ʒ Continued weakness in magazine sales  

Ʒ Metro contract: 200m copies per  year  

Ʒ Contract wins:  77 % of total revenues secured until 2019  

Ʒ £3.2m cost savings in H1: on track for £20m 3 -year target  

Ʒ Customer innovation: driving further efficiency  

2014 H1  

Total Revenue   £748.6m    -1.6%  

LFL  Revenue           -2.8%  

Profit                £20.5m    +4.1%  

 

Segmental LFLs  

Ʒ Newspapers                -0.5%  

Ʒ Magazines                   -8.1%  

 

% of Group Operating Profit  

Connect News & Media ï News distribution  
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Connect News & Media ï Media  

Ʒ Good progress in H1  

Ʒ Global BA contract secured to May 2019  

Ʒ Mirror contract: 18m copies per annum secured  

Ʒ 11,000 iPads now deployed across 17 airlines  

Ʒ Growth in digital services  

Ʒ Operational integration delivering efficiency  

2014 H1  

Total Revenue   £12.3m     +4.2%  

LFL Revenue                     +1.8%  

Profit               £1.0m     +36.0%  

 

Segmental LFLs  

Ʒ UK                         11.0%  

Ʒ International          -4.5%  

 

4%  

% of Group Operating Profit  
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