2015 Full Year Results
Presentation
28 July 2015

Disclaimer
This presentation includes statements that are, or may be deemed to be, “forward-looking statements”. These forward-looking
statements can be identified by the use of forward-looking terminology, including the terms “believe”, “estimates”, “plans”, “projects”,
“anticipates”, “expects”, “intends”, “may”, “will”, or “should” or, in each case, their negative or other variations or comparable
terminology. These forward-looking statements include matters that are not historical facts and include statements regarding the
Company’s intentions, beliefs or current expectations.
Any forward-looking statements in this presentation reflect the Company’s current expectations and projections about future events. By
their nature, forward-looking statements involve a number of risks, uncertainties and assumptions that could cause actual results or
events to differ materially from those expressed or implied by the forward-looking statements. These risks, uncertainties and
assumptions could adversely affect the outcome and financial effects of the plans and events described herein. Forward-looking
statements contained in this presentation regarding past trends or activities should not be taken as a representation that such trends or
activities will continue in the future. You should not place undue reliance on forward-looking statements, which speak only as of the
date of this presentation. No representations or warranties are made as to the accuracy of such statements, estimates or projections.
Please note that the Directors of the Company are, in making this presentation, not seeking to encourage shareholders to either buy or
sell shares in the Company. Shareholders in any doubt about what action to take are recommended to seek financial advice from an
independent financial advisor authorised by the Financial Services and Markets Act 2000.
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Highlights

Highlights – Financial*

Group revenue growth of 16.7% to £234.8m (2014: £201.2m), driven by strong growth in all divisions
Group Adjusted EBIT growth of 24.9% to £12.0m (2014: £9.6m):
o

E-fulfilment and returns management services – EBIT of £5.5m, up 48.0% (2014: £3.7m)

o

Non e-fulfilment logistics – EBIT of £10.1m, up 9.8% (2014: £9.2m)

Adjusted EPS of 8.4p, up 20.1% (2014: 7.0p as restated)
Proposed final dividend of 3.2 pence per share; total dividend of 4.8p per share
Net debt reduced by £1.8m to £13.6m, after paying £3.7m in respect of the acquisition of Servicecare, and
£2.1m of non-recurring IPO transactions costs

* The highlights are for the 12 months ended 30 April 2015, as compared to the 12 months ended 30 April 2014
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Highlights – Operational
Acquisition and integration of Servicecare for cash consideration of £5.7m (of which £2m deferred), broadening the
Boomerang offering to include electrical items
Significant contract wins with new customers:
o

Zara: e-fulfilment services in the UK and certain other European countries

o

Philip Morris Ltd: UK storage and distribution of its leading brand portfolio

o

Pep&Co: warehousing, returns management and other logistics services for Pep&Co’s fashion, accessories,
and general merchandise

Long term extensions to contracts with existing customers:
o

Tesco: new five year contract with extended range of services and relocation of online clothing operation to
new site

o

Harvey Nichols: 10 year extension to contract for provision of warehousing, distribution, e-fulfilment and
returns management services

o

New Look: transport and distribution services for clothing products

Major new contract with John Lewis to provide a range of retail support services from a new distribution centre – due
to commence mid-calendar 2016
Adoption of “Boomerang” returns management brand proposition by a number of new and existing customers,
including first in mainland Europe providing value-added returns management services to s.Oliver
Recently announced Click and Collect solution, in collaboration with John Lewis
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Financial review

Summary Income Statement
£m

Year to 30 April
2015

Revenue

Change

2014

%

234.8

201.2

(165.6)

(141.5)

69.2

59.7

0.3

0.3

(57.5)

(50.4)

Adjusted EBIT

12.0

9.6

Discontinuing costs1

(0.3)

(2.3)

Exceptional costs2

(0.8)

(2.5)

Operating profit

10.9

4.8

Net finance costs

(1.4)

(0.9)

9.5

3.9

Income tax

(2.2)

(1.1)

Net income

7.3

2.8

Earnings per share (p)

7.3

2.8

Adjusted earnings per share3(p)

8.4

7.0

Cost of sales
Gross profit
Other net gains
Admin expenses

Profit before tax

1.

2.
3.

16.7%

Headline financials
•

Strong top-line performance in the year driven by all
business units

•

Key Adjusted EBIT metric saw particularly strong
improvement, driven by continued development of the
Logistics business, including the immediately earnings
enhancing Servicecare acquisition

•

Discontinuing & Exceptional costs reflect residual impact of
prior ownership structure and IPO (no further costs going
forward), and £0.2m costs in relation to the Servicecare
acquisition

•

Increased finance costs reflect higher debt levels following
reorganisation of the Group prior to IPO

24.9%

Dividends

20.1%

Discontinuing costs comprise certain advertising, sponsorship and corporate entertaining expenses,
consultancy and professional fees in respect of potential investment opportunity appraisals and the costs of
operating the Chairman’s private office – all of which ceased at IPO
Exceptional costs comprise £0.6m IPO transaction costs and £0.2m costs in relation to the Servicecare
acquisition
EPS adjusted for discontinuing and exceptional costs and the tax thereon

•

Maiden interim dividend of 1.6 pence per share in line with
stated dividend policy at time of IPO

•

Final proposed dividend of 3.2 pence per share, giving total
dividend of 4.8 pence per share
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Segmental and business activity performance
Revenue
£m

Year to 30 April

Change

2015

2014

%

60.6

46.0

31.5%

Non e-fulfilment logistics

102.1

89.6

14.1%

Total value-added logistics services

162.7

135.6

20.0%

Commercial vehicles

73.6

66.8

10.1%

Inter-segment sales

(1.5)

(1.2)

234.8

201.2

E-fulfilment & returns management services

Group total1

•

Strong growth in all aspects of Logistics:
o Servicecare (included within e-fulfilment & returns
management services business activity) immediately
earnings enhancing, outperforming expectations in
the five months post-acquisition
o Increased activity levels with existing customers,
particularly in e-fulfilment (including John Lewis,
Wilkinsons)

16.7%

o Full year impact of prior year contract wins (including
Antler, ASOS, Go Outdoors, SuperGroup)

Adjusted EBIT
£m

Year to 30 April

Change

2015

2014

%

5.5

3.7

48.0%

Non e-fulfilment logistics

10.1

9.2

9.8%

Central logistics overheads

(4.1)

(4.2)

Total value-added logistics services

11.5

8.7

33.2%

1.9

1.8

2.1%

Head office costs

(1.4)

(0.9)

Group total2

12.0

9.6

E-fulfilment & returns management services

Commercial vehicles

1.
2.

o New contracts brought on stream (including M&S,
Philip Morris, s.Oliver returns management, Ted
Baker)
•

Modest growth in commercial vehicles, in line with
expectations

24.9%

Excluding the impact of the Servicecare acquisition, Group revenue grew by 13.8%
Excluding the impact of the Servicecare acquisition, Group Adjusted EBIT grew by 16.6%
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Summary cash flow statement
£m

Year to 30 April

Adjusted EBIT

2015

2014

12.0

9.6

3.6

3.9

0.1

0.2

Depreciation & amortisation
Other non-cash

items1

Change in working capital

(0.6)

5.2

Net interest paid

(1.2)

(0.9)

Tax paid

(1.7)

(1.6)

Net cash flows before non-recurring items

12.2

16.4

Net cash flow on non-recurring items2

(2.5)

(3.1)

9.7

13.3

(3.7)

-

Net capital expenditure

-

(2.6)

Transfer of subsidiaries from former parent

-

(12.2)

Net cash flows from investing activities

(3.7)

(14.8)

Net cash flows from operating activities
Acquisition

Net advance from/(repayment to) former parent

1.
2.

(14.2)

11.8

Net drawdown / (repayment of) bank loans

9.6

(0.1)

Finance leases advanced

0.1

1.9

Repayment of capital on finance leases

(3.0)

(2.9)

Dividends paid

(1.9)

(6.3)

Net cash flows from financing activities

(9.4)

4.5

Net (decrease) / increase in cash & cash equivalents

(3.4)

3.0

•

Strong working capital profile continues; limited working
capital investment of £0.6m includes £0.8m of new contract
start-up costs to be recharged to customers

•

Cash generation from working capital £4.6m over two years

•

Majority of growth in logistics has been on working capital
positive open book contracts

•

Commercial Vehicles working capital substantially funded by
manufacturers

•

Good underlying cash flow and cash conversion

•

Net cash paid in the year for purchase of Servicecare was
£3.7m

•

Net advance from/(repayment to) former parent are a legacy
of the Group structure prior to IPO

•

Historic dividends in FY14 and £0.3m of the dividends in
FY15 reflect payments to former parent company as part of
Group re-organisation prior to IPO

Other non cash items comprise exchange differences, and movement in fair value of derivatives
Cash impact of discontinuing and exceptional costs which are described on slide 8
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Summary balance sheet
£m

As at 30 April
2015

2014

Intangible assets

24.8

19.6

Property, plant & equipment

14.6

15.8

Non-current assets

39.4

35.4

Inventories

21.7

19.0

Trade & other receivables

33.4

28.3

Cash & cash equivalents

1.9

5.4

Current assets

57.0

52.7

Trade & other payables

61.7

54.4

Borrowings*

5.3

16.5

Short term provisions

0.1

0.1

Current tax liabilities

0.7

0.3

Current liabilities

67.8

71.3

Borrowings*

10.2

4.2

Long term provisions

0.8

0.7

Deferred tax liabilities

0.6

0.4

Non-current liabilities

11.6

5.3

Net assets

17.0

11.5

Net debt

13.6

15.4

* Historic short term borrowings included amounts owed to the Company’s former parent, which were
replaced with longer term senior debt facilities at IPO

•

Capital efficient balance sheet – low fixed asset and
working capital requirements

•

Operational growth achieved with reduction in tangible
fixed asset investment – evidence of Clipper’s asset-light
business model

•

Goodwill arising on the acquisition of Servicecare was
£4.2m, with other intangible assets acquired with
Servicecare having a fair value of £1.2m, giving rise to a
deferred tax liability of £0.2 million

•

Net current liabilities position driven by open book
contract mechanism within Logistics segment

•

New banking facilities with Santander replaced funding
from former parent company at the point of IPO. At 30
April we had £8.0m net bank debt, drawn against
available bank facilities of £27.5m
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Operational review

Strategic Overview
The Group’s strategy is set around four key principles – all of which have seen significant developments over the
year under review:
1. Build on Clipper’s market-leading customer proposition and
continue to expand the customer base

2. Develop new, complementary products and services

o Full year benefit of prior year new contract wins with Antler, ASOS, Go Outdoors and
SuperGroup

o First full year of “Boomerang” returns management brand, with c.95% of product
successfully returned to prime stock at first pass

o New contracts with M&S, Philip Morris, s.Oliver (returns management services) and
Ted Baker

o Mechanisation and semi-automation projects to further enhance service offering

o New contracts secured for operations commencing in FY16 with Zara, Flyers Group,
Pep&Co and a major Irish fashion retailer

o Click and Collect solution being developed in collaboration with John Lewis – project
to go live in September 2015 and expected to generate strong financial contribution
from FY17 onwards

o Agreement reached with John Lewis to develop a new facility for ancillary services
commencing during FY17

3. Consider complementary acquisition opportunities

4. Continue European expansion

o Acquisition of Servicecare and subsidiary Electrotec in Dec 14 – robustly profitable in
own right, and enhances Clipper’s service offering – allows provision of electrical
returns services, and complements Genesis’ online sales platform for excess and
returned stock

o New returns management contract with s.Oliver (full benefit will be seen in FY16)
o Agreement with Ireland’s largest retailer for warehousing and e-fulfilment services
(commencing in FY16)
o An Irish branch has been registered to facilitate performance of the above contract,
and enhance our presence in Ireland to secure further new business there
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Returns management
Forecast growth of returns to 2019
Size of returns market, £m:
5,000

4,000

3,000

2,000

1,000

0

2014

2019e

Books, music & video

Clothing & footwear

DIY & gardening

Electricals

Furniture

Health & beauty

Homewares

Other

Food & grocery

Source: Verdict 2014.
PwC: Returns – Trends and Developments, Clipper Future Forum
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Returns management
Time compression

Source: Fashion Retailing in an Omni-Channel World, Retail Week, March 2015
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Returns management
A pan-European challenge
Online retail growing in Europe, the
challenge of returns will follow

Sources: 1. eCSI edigital research/IMRG. 2. Planet Retail 2014. 3. Forester Western European Online Retail Sales Forecast for 2013 to 2018
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Returns management
Omni-Channel Supply Chain
– Sub-Optimal

Returns – single largest source of inbound stock
Additional DC pressure
Little visibility
Reduced compliance
Space and time hungry
High customer expectation driven by slick online ordering process
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Returns management
Omni-Channel Supply Chain
– Re-Optimised

Clipper developed solution
interfaces to customers’
retail/online systems
18

Returns management
Clothing has unique drivers for returns - electricals dominated by faulty items

Reasons for
returned clothing purchases

Ordered
multiple

Reasons for
returned electrical purchases

Ordered multiple
Not as
good/nice as
hoped

Not what I
ordered

Not as good/nice
as hoped

Not what I
ordered
Changed my
mind
Changed my mind

Item damaged/
faulty

Wrong fit

Item damaged/
faulty

Source: Verdict 2014.
PwC: Returns – Trends and Developments
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Click and Collect
Market Shift In Retail
20 years ago
o

First secure on-line purchase – “Ten Summoner’s Tales” by Sting, cost $12.48 plus shipping

10 years ago
o

High street retail store logistics is the major focus, some on-line

o

Home delivery grew significantly and introduced postcode delivery complexity – estimated 30 million
delivery points in UK

o

Time compression a big issue – creating supply chain challenges

The situation today
o

Click and Collect volume is growing
o

Click and collect market was worth £3 billion in Christmas 2014, compared to £2.1 billion in 2013

o

Attractive to retailers as increased footfall brings customers back into stores, spending an average
of £27 per trip

o

Retailers report volume is up to circa 60-65% of all on-line volume. Conflict between the next day
promise and store replenishment

o

Protection of brand proposition through provision of quality services is a key concern of retailers

The high street is back in play - back to a core Clipper strength
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Click and Collect
A major new opportunity for Clipper
Unique service being developed with John Lewis to address the needs in this sector:
o

First mover advantage

o

Sortation equipment currently being installed in Clipper’s Swadlincote site

o

Initially John Lewis products into Waitrose stores

o

“Go live” due September 2015

o

Click and Collect solution expected to deliver a strong financial contribution from FY17
onwards
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Summary and Outlook

Outlook

Strong trading performance, in-line with strategic plan
Significant contract wins in FY15 generating full-year benefits in FY16
Since the year end, operations have commenced on the new Zara, Flyers and Pep&Co contracts, and we
have also commenced operations with Ireland’s largest retailer
Continue to convert strong new business pipeline into new customer wins in both e-fulfilment & returns
management and non e-fulfilment logistics
Servicecare acquisition further expands the Clipper service offering for the Boomerang brand and has been
immediately earnings enhancing
Click and Collect solution expected to generate a strong financial contribution from FY17 onwards
Confident of achieving another year of strong financial performance in FY16
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Clipper’s leadership team

Tony Mannix
Chief Executive Officer

Steve Parkin
Executive Chairman
•
•

34.8% shareholder
Founded Clipper in 1992

•
•

1.4% shareholder
Joined Clipper in 2006

•
•

Retail logistics specialist
Developed customer‐focused,
value‐added, alternative logistics
solution for retailers
Responsible for overall strategic
direction of Clipper

•

Appointed Managing Director in
2007
Career in retail logistics spanning
more than 25 years
Chartered Fellow of the Institute
of Logistics and Transport

•

•
•

Sean Fahey
Chief Information Officer

David Hodkin
Chief Financial Officer
•
•
•

•

1.4% shareholder
Joined Clipper in 2003 as Group
CFO
Held a variety of board level
roles prior to Clipper, including
Group FD of Symphony Group
plc and Kunick Leisure Ltd
Chartered Management
Accountant

•
•

7.8% Shareholder
Joined Clipper in 1992

•

Has held positions of
Development Director and
Project Director within Clipper
Currently responsible for the
IT, projects and
implementation functions as
CIO

•
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The Clipper Equity Story

1
Highly attractive
exposure to online
retail




Structural growth market
Providing solutions to latest challenges of online
retail:
o Multi-channel -> Omni-channel
o Returns management
o Click and Collect

2

5






Further expansion of customer base (new customer
wins, new services to existing customers)
European expansion
Boomerang and Genesis
Click and Collect

Complementary
commercial vehicles
business






Servicing and parts sales drive profitability
Strong profit and cash generation
Synergies with Logistics business
Provides scale

Strong financial
profile





Minimal gearing
Attractive working capital profile
Operating profit growth coupled with high cash
conversion

Management track
record





Proven retail logistics management team
Combined 100 years experience in retail logistics
Recognised industry leaders

Clear growth strategy

6
Innovative retail
specialist

3
Longstanding, blue
chip customer base






Specialist offering in retail logistics
Strong history of innovation
Strategic consultation model
Bespoke software implementation



Leading e-tailer customer base (Asda, ASOS, John
Lewis)
Value-added consultancy model with strategic level
relationships
Low customer churn – never lost an e-fulfilment
contract to a competitor




4


Attractive business
model




High level of open book/minimum volume guarantee,
long term contracts
Highly visible profit and cash flow generation
Management fee allows sharing of cost savings
generated for customers, plus benefits from volume
upsides

7

8
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Servicecare acquisition

100% of Servicecare and its subsidiary Electrotec acquired in December 2014 for a total cash consideration
of £5.7m, funded from existing cash and bank facilities:
o

£3.7m day 1

o

£1.0m after 6 months

o

£1.0m after 12 months

Specialist provider of returns logistics services to consumer electronics manufacturers and retailers. Strong
client base includes Argos, Sainsbury’s and Panasonic
The business operates across the UK from sites in Oldham and Burton-on-Trent and has been trading since
1995
Strong fit with Boomerang, and will broaden the service offering and brand. Servicecare’s blue chip client
base complements Clipper’s strong market position and long-standing retailer relationships
Revenue of £10.8m in year to 30-Sep-14 up from £10.4m in prior year; PBT £1.2m (2013: £1.0m)
Has been immediately earnings enhancing to Clipper, out-performing expectations in the five month period
post-acquisition in FY15
Electrotec complements Clipper’s Genesis operation, as an online route to market for excess stock and
returns
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New site developments
Swadlincote
240k sqft distribution centre/fulfilment facility
Located in the key Midlands parcel carrier heartland
Was sourced to create headroom for growth
Fully utilised and provides:
o

a national retailer with peak demand support on
inbound and also handles returns management

o

bulk import support for SuperGroup

o

e-commerce operation for Go Outdoors

o

sorter for John Lewis Click and Collect operation

Northampton 2 (opened post year end)
540k sqft distribution centre/fulfilment facility
Sourced for contract with Zara
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