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Financial position

1H10 change vs

$ millions 1H10 2H09 1H09 2H09 1H09

Working capital 387.9 425.5 527.4 (37.6) (139.5)

PP&E 130.4 144.4 198.1 (14.0) (67.7)

Intangibles 1,318.5 1,321.3 1,324.3 (2.8) (5.8)

Other (103.0) (171.7) (91.0) (68.7) 12.0

Total capital employed 1,733.8 1,719.5 1,958.8 14.3 (225.0)Total capital employed 1,733.8 1,719.5 1,958.8 14.3 (225.0)

Net debt (419.1) (452.8) (810.8) (33.6) (391.6)

Equity1 1,314.7 1,266.7 1,148.0 48.0 166.7

Net debt / equity (%) 31.9 35.7 70.6 (3.8)pts (38.7)pts

Gearing (x) 2.2 2.0 3.2 0.2 (1.0)

Interest cover (x) 3.6 3.2 3.6 0.4 -

ROCE2 (%) 9.8 11.9 11.8 (2.1)pts (2.0)pts

Tangible ROCE%3 40.7 51.6 36.5 (10.8)pts 4.2 pts

� Net debt reduced substantially – conservative gearing of 2.2 times

� Continued focus on improving returns going forward
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1. Includes minority interest
2. Last 12 months return on total tangible and intangible capital employed
3. Last 12 months return on total tangible capital employed



Working capital management

1H10 change vs

$ millions 1H10 2H09 1H09 2H09 1H09

Trade debtors 246.0 231.5 283.8 14.5 (37.8)

Inventories 296.9 311.4 390.1 (14.5) (93.2)

Trade creditors (155.0) (117.4) (146.5) 37.6 8.5

Working capital 387.9 425.5 527.4 (37.6) (139.5)

Debtors days (days) 48.3 46.1 49.0 2.2 (0.7)
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� Debtors improvement broadly in line with reduction in sales

� Significant reduction in inventory levels due to improved inventory 
management, more than offsetting lower FX impacts

� Creditor days marginally impacted by payment timing differences 

Debtors days (days) 48.3 46.1 49.0 2.2 (0.7)

Inventory turn (x) 3.4 3.3 3.1 0.1 0.3

Creditor days (days) 45.2 43.2 47.7 2.0 (2.5)



Cash conversion
$ millions 1H10 1H09

EBITA (pre significant items) 80.3 116.4

Depreciation 10.7 12.5

Equity compensation reserve 0.2 1.2

Change in working capital 24.9 (81.3)

Capex (4.3) (14.2)

Other (4.1) (7.0)

OCFPIT 107.7 27.6OCFPIT 107.7 27.6

Net interest paid (24.3) (35.8)

Tax paid (9.7) (22.0)

Restructuring payments (46.8) (3.4)

Net operating cash flow 26.9 (33.6)

Net proceeds of borrowings 0.5 58.8

Dividends paid 0.0 (42.7)

Other 8.9 8.6

Net cash flow 36.3 (8.9)

Cash on hand 162.8 95.9

Cash conversion* 118% 21%

24* Cash conversion is defined as OCFPIT divided by EBITDA before significant items



Net debt repayment

Gearing 
reduced from 
3.2x to 2.2x

Net debt
$ millions

419.1

6.8

46.8

73.7

452.8

5.5248.6

133.1

810.8

18.2

Debt profile
$ millions

Maturity
date

Current 
facility

Drawn at
31-Dec-09

Tranche 2 28-Mar-12 $330.0 162.5

Tranche 3 28-Mar-12 $246.0 246.0

Securitisation 15-Mar-11 $250.0 175.0

Total facility $830.0 583.5

Cash and other (162.8)

Net debt 419.1
25

1H10 
Net debt

OtherRestructuring
payments

Net
operating
cash flow

F09
Net debt

OtherEquity
raising

Restructuring
payments

Net
operating
cash flow

1H09
Net debt



Dividend and outlook

Sue Morphet
Chief Executive Officer
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Dividend

� The Board has decided to preserve the Company’s capital and no interim 
dividend will be declared or paid this year 

� The Board will make a decision in respect of future dividends after assessing 
the Company’s operating performance at each half and outlook at that time
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Outlook

� Although the currently inconsistent trading environment, the cycling through of 
stimulus packages, and uncertain market conditions make it difficult to predict 
performance, Pacific Brands is confident that 2H10 EBITA before significant 
items will be up on the previous corresponding period. This will be primarily due 
to the realisation of transformation cost savings

� Based on current market conditions and currency rates, earnings momentum is 
expected to continue into F11 with the benefit of manufacturing closures and 
other transformation cost savings flowing throughother transformation cost savings flowing through

� As previously stated, consistent with the strategy to rationalise and focus the 
portfolio, reported sales revenue is expected to reduce further over the course 
of the transformation period
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Conclusion

� Implementation of Pacific Brands 2010 transformation is tracking well and the 
benefits are flowing through

� 1H10 earnings were down in line with expectation due to currency impact and 
difficult market conditions

� Sales were down more than expected due to portfolio rationalisation, challenging 
domestic market conditions and poor international sales

� Balance sheet and cash flow are strong� Balance sheet and cash flow are strong

� Pacific Brands is building a stronger business to realise its earnings potential and 
drive top-line growth in the future
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Questions
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Appendix – Definitions

� CODB – operating expenses (freight & distribution, sales & marketing and 
administration) below gross margin

� EBITA – earnings before interest, tax, amortisation of acquired intangibles and 
significant items

� Gearing – Net debt  / LTM EBITDA (annualised for acquisitions) and before 
adjusted significant items

� Gross Margin – gross profit plus other income� Gross Margin – gross profit plus other income

� Interest cover ratio – (LTM EBITDA before adjusted significant items - Capex) / 
Net interest

� Inventory, Debtors and Creditors turns / days – calculated on a 3 point average 

� LTM – Last Twelve Months

� Operating Cash flow (OCFPIT) – cash flow from operations before interest and tax 
and significant items

� ROCE – Return on Capital Employed (EBITA / CE) before significant items

� Underlying sales – sales of continuing businesses and brands (ie excludes sales 
from divested businesses and brands subject to discontinuation)

31


