29 June 2017
DS SMITH PLC – 2016/17 FULL YEAR RESULTS
BUILDING ON SUCCESS
12 months to 30 April 2017
Revenue
Adjusted operating profit(1)
Adjusted profit before tax(1)
Profit before tax
Adjusted EPS(1)
Dividend per share
Return on sales(4)
ROACE(5)

£4,781m
£443m
£391m
£264m
32.5p
15.2p
9.3%
14.9%

Change
(reported)
+18%
+17%
+18%
+31%
+19%
+19%
0bps
-50bps

Change
(constant currency)
+6%
+5%
+6%
+16%
+7%
+19%
-10bps
-40bps

See notes to financial table below

Highlights
 Strong organic corrugated box volume growth of +3.2%
o Growth in all regions
o Continued excellent growth from pan-European customers
 Continued investment to expand the business
o Capital invested in line with strategic priorities
o Five acquisitions in the year, totalling £85 million, focused on display
packaging and expanding in Iberia, and Plastics
 Building leadership positions in growth areas of e-commerce and display
 Continued delivery against our medium-term targets
o Sustainable financial returns
 Acquisition of Interstate Resources Inc., a US paper and packaging business,
and associated placing announced today (see separate announcements)
Miles Roberts, Group Chief Executive, commented:
“We are delighted to report another year of good growth for DS Smith, delivered
through a combination of acquisitions and organic development. We have
expanded our customer offering during the year both geographically and through
our continuous focus on innovative solutions for our customers and delivered
against all our medium-term financial targets.
This progress has continued into the new financial year. Full recovery of the
recent paper price rises is progressing well and as expected.
Today's announcement of our intended acquisition of Interstate Resources Inc.
in the US offers a very exciting opportunity for us to grow and support our
customers’ needs over a wider geographic area.
Although economic conditions remain uncertain, our innovation-led offering, the
scale of our operations, and the momentum in the business gives us confidence
in further growth and sustainable returns in the years ahead.”
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Sustainable delivery in line with medium-term targets
Medium-term targets
Organic volume growth(2) at least GDP(3)+1%
Return on sales(4) 8% – 10%
ROACE(5) 12% - 15%
Net Debt / EBITDA(6) ≤2.0x
Operating cash flow/operating profit(7) ≥ 100%

Delivery in 2016/17
3.2%
9.3%
14.9%
1.8x
133%

See notes to the financial tables, below

Enquiries
DS Smith Plc
Hugo Fisher, Group Communications Director
Rachel Stevens, Investor Relations Director
Bell Pottinger
John Sunnucks
Ben Woodford

+44 (0)20 7756 1800

+44 (0)20 3772 2549
+44 (0)20 3772 2566

Presentation and dial-in details
A presentation to investors and analysts will be held at 09:00 today at the
Lincoln Centre, 18 Lincoln Inn Fields, London WC2A 3ED. Dial-in access for the
presentation is available per the details below. The slides accompanying the
presentation will be available on our website shortly before 09:00.
+44 (0)20 3003 2666 (standard access) or 0808 109 0700 (UK toll free)
Password: DS Smith.
A replay of the event is available for seven days, on +44 (0) 20 8196 1998, PIN
7063164# An audio file and transcript will also be available on
www.dssmith.com/investors/results-and-presentations.
Notes to the financial tables
(1) Before exceptional items and amortisation
(2) Corrugated box volumes, adjusted for the number of working days
(3) GDP growth (year-on-year) for the countries in which DS Smith operates, weighted by our sales by
country, for the period April 2016 – March 2017= 1.8%. Source: Eurostat (16/5/2017)
(4) Operating profit before amortisation and exceptional items as percentage of revenue. Comparative
on a constant currency basis
(5) Operating profit before amortisation and exceptional items as a percentage of the average monthly
capital employed over the previous 12 month period. Average capital employed includes property,
plant and equipment, intangible assets (including goodwill), working capital, provisions, capital
debtors/creditors and assets/liabilities held for sale. Comparative on a constant currency basis
(6) EBITDA being operating profit before exceptional items, depreciation and amortisation. Ratio
calculated in accordance with bank covenants
(7) Free cash flow before tax, net interest, growth capital expenditure, pension payments and
exceptional cash flows as a percentage of operating profit before amortisation and exceptional items
Note 14 explains the use of non-GAAP performance measures. Reported results are presented under the
Consolidated Income Statement and reconciliations to adjusted results are presented on the face of the
Consolidated Income Statement, in note 2, note 7, and note 14.
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Cautionary statement: This announcement contains certain forward-looking
statements with respect to the operations, performance and financial condition
of the Group. By their nature, these statements involve uncertainty since future
events and circumstances can cause results and developments to differ
materially from those anticipated. The forward-looking statements reflect
knowledge and information available at the date of preparation of this
announcement and DS Smith Plc undertakes no obligation to update these
forward-looking statements. Nothing in this statement should be construed as a
profit forecast.
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Overview
In the financial year 2016/17, DS Smith has once again delivered on all our
financial metrics, with continued strong organic volume growth. The business
has also continued to expand, with five acquisitions completed in the year for a
total of £85 million, both consolidating our presence in the important growth
region of Iberia and expanding our capability in the specialist sector of display
packaging. Integration of our acquisitions is fully on track and the customer and
employee reactions have been extremely positive. In addition to delivering
against all our financial KPIs, we have also made further improvements to our
non-financial metrics. We have delivered another annual reduction, of 19 per
cent, in our accident frequency rate, our service levels are further improving,
and we have again seen reductions in our emissions of greenhouse gases per
tonne of production.
Corrugated box volumes have grown by 3.2 per cent, on a like-for-like basis,
with good momentum in the second half of the year. All regions have shown
growth, with particularly good growth from the UK, which has seen more benefit
from e-commerce customers, and from the Central Europe and Italy region. This
rate of growth is ahead of our target of volume growth of GDP +1 per cent,
which equates to 2.8 per cent. The contribution from our pan-European
customers has continued to be very good, with growth well ahead of the Group
average. This has been due to unique innovation and service, coupled with an
expanded geographic coverage. This demand from pan-European customers is
part of a continuing trend that we are seeing among customers who are seeking
to reduce their overall supply chain costs by sourcing their materials, such as
packaging, from fewer, strategic suppliers. This is why we are investing in our
geographic coverage (such as the new additions in Iberia) and in specialist
packaging such as display packaging, where we are seeing a similar trend. Our
long-standing approach of working with customers to increase their sales,
reduce their costs and manage their risks, remains as relevant as ever.
For the full-year, revenue growth of 6 per cent was broadly equally weighted
between the contribution from organic growth and from acquired businesses (net
of disposals), which contributed 3 per cent growth each on a constant currency
basis. Organic growth was predominantly driven by corrugated box volume
growth, and by volume growth from other elements of the business, along with
improved sales price/mix. The impact of FX translation boosted reported revenue
by £432 million or 11 per cent over the year as a whole, reflecting the material
devaluation of sterling following the EU referendum in June 2016.
Adjusted operating profit increased by 5 per cent on a constant currency basis to
£443 million (17 per cent on a reported basis), driven by the contribution from
volume growth, contributing 9 per cent growth (£38 million), and from the net
contribution of businesses acquired and disposed of, contributing 2 per cent
growth (£10 million). Input cost increases were driven by a rise in the cost of
raw materials and other operating costs, which impacted profit by £36 million.
The weakening of sterling in the year resulted in an increase in profits of £43
million on translation.
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Adjusted earnings per share increased by 7 per cent on a constant currency
basis to 32.5 pence (19 per cent on a reported basis) (2015/16: 27.4 pence).
This result builds on six years of consistently strong growth, with the seven year
compound annual growth rate for adjusted EPS being 28 per cent.
The Board considers the dividend to be an important component of shareholder
returns and, as such, has a policy to deliver a progressive dividend, where
dividend cover is between 2.0 and 2.5 times, through the cycle. For the year
2016/17, the Board recommends a final dividend of 10.6 pence, which together
with the interim dividend of 4.6 pence gives a total dividend for the year of 15.2
pence per share (2015/16: 12.8 pence per share). This represents an increase of
19 per cent on the prior year and cover of 2.1 times in relation to earnings per
share (before amortisation and exceptional items).
Investment in the business
DS Smith remains ambitious to grow both through continued organic investment
and through acquisition. The success of our pan-European customer strategy
demonstrates that there is significant customer demand for high quality
packaging and consistent service on a multinational basis, and as such we
continue to see this as a major opportunity. All investment in the business must
fulfil our strategic and financial criteria. Our strategic aim is to become the
leader in sustainable packaging solutions. In order to achieve this we will
continue to seek to extend our reach, as driven by customer demand, and
further improve the quality of our service and products. Scale allows us to invest
in innovation and design, with the benefit shared throughout the business and
with our customers.
We have made further steps this year to expand our scale and breadth of service
in key growth areas, such as display packaging, following on from the prior year
when we substantially increased our geographic scope.
In the year, we have acquired three specialist businesses focused on display
packaging and point of sale, being Creo (acquired in June 2016, based in the
UK), Deku-Pack (acquired in September 2016, based in Denmark) and P&I
Display (acquired in November 2016, based in Portugal). This, combined with
the opening of a new state-of-the-art point of sale and display production facility
in Germany, is part of a strategy to offer a pan-European solution for display
packaging, alongside other corrugated packaging. We expect this to be an area
of strong growth as in-store marketing continues to grow rapidly.
In November 2016 we acquired Gopaca, a well-invested corrugated packaging
business in Portugal, with c. 135 employees. This acquisition expanded our
position in the Iberian peninsula and complemented the operations we have in
this important region. More recently, in January 2017, we acquired Parish, a
plastics bag-in-box business complementary to our existing operations in the US.
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Integration of acquisitions remains an absolute focus in the Group and we have
an experienced team with well-established processes to ensure successful
integration. Communicating corporate values and developing a positive
corporate culture both within our existing Group and to newly acquired
businesses is vital to delivering sustainable value and in order to achieve this,
immediately upon completion of an acquisition, we hold an integration event for
the senior management of the acquired business along with key individuals from
DS Smith. Building on the due diligence undertaken prior to ownership, we then
spend an initial period refining the business plan, taking into account the input of
the local management team. We will also implement OWN IT!, our employee
engagement programme which helps colleagues around the organisation
understand their part in delivering the corporate strategy.
We have continued to invest in our assets ahead of depreciation, with net capex
of £226 million (2015/16: £201 million). We are investing to support our
strategic priorities, with over 40 per cent invested in growth projects, in
particular in the UK, south eastern Europe and Iberia, supporting our customer
growth and commitment to high quality production.
Operating review
Unless otherwise stated, any commentary and comparable analysis in the
operating review is based on constant currency performance.
UK
Year ended
30 April 2017
Revenue
£962m
Operating profit*
£94m
Return on sales*
9.8%
*Adjusted to exclude amortisation and exceptional items

Year ended
30 April 2016
£864m
£85m
9.8%

Change
11%
11%
0bps

The UK has seen strong volume growth in a competitive market environment,
driven by success in the area of e-commerce as well as a good operating
performance by our major sites. The results include TRM, a corrugated
manufacturing site acquired in March 2016, and Creo, the specialist display
packaging business, acquired in June 2016, which together contributed a
significant proportion of the revenue growth.
The increase in profitability in the region has come from both underlying trading
and the benefit of profits from the acquired businesses. The acquired businesses
have performed well with a very positive reaction from customers. For example,
following the acquisition of Creo, we were able to offer a comprehensive solution
to a large FMCG customer, who were tendering their display requirements in the
second half of calendar 2016. We won a significant proportion of this work due
to the combination of expertise from Creo and our existing geographic reach.
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Western Europe
Year ended
30 April 2017

Year ended
30 April 2016

Changereported

Revenue
£1,264m
£1,044m
Operating profit*
£104m
£77m
Return on sales*
8.2%
7.4%
*Adjusted to exclude amortisation and exceptional items

+21%
+35%
+80bps

Changeconstant
currency
+7%
+18%
+80 bps

Like-for-like volumes in the region have been good, with Iberia performing
particularly well with increased demand from pan-European customers and ecommerce customers. France also performed well, driven by growth from
existing FMCG customers, offsetting continued flat market conditions in Benelux.
Revenues have grown by 7 per cent, principally from good organic growth and
the acquisitions in Iberia.
Adjusted operating profit on a constant currency basis increased by 18 per cent,
again driven by both organic growth and acquisitions. Return on sales has
improved by 80 basis points following a number of profit improvement
initiatives.
DCH and Northern Europe
Year ended
30 April 2017

Year ended
30 April 2016

Changereported

Revenue
£989m
£853m
Operating profit*
£82m
£93m
Return on sales*
8.3%
10.9%
*Adjusted to exclude amortisation and exceptional items

+16%
(12)%
(260)bps

Change –
constant
currency
+2%
(23)%
(260)bps

Volumes in this region have been positive, with good growth in Northern Europe
offset by continued challenging market conditions in the DCH (Germany and
Switzerland) region.
Constant currency revenues grew by 2 per cent, reflecting both the benefit of
positive volumes from existing customers and the contribution from the Danish
display business acquired in the year, Deku-Pack.
Constant currency adjusted operating profit decreased by 23 per cent, despite a
modest contribution from the acquired business, reflecting the higher relative
concentration of our paper manufacturing operations in the region.
Consequently, return on sales fell 260 basis points to 8.3 per cent.
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Central Europe and Italy
Year ended
30 April 2016

Year ended
30 April 2016

Change –
reported

Revenue
£1,239m
£1,022m
Operating profit*
£125m
£92m
Return on sales*
10.1%
9.0%
* Adjusted to exclude amortisation and exceptional items

+21%
+36%
+110bps

Change –
constant
currency
+7%
+19%
+100bps

Volumes in this region have again been very good, particularly in Poland and the
Baltic region, but also in south eastern Europe and in Italy. Constant currency
revenue growth of 7 per cent reflects good organic growth and a small
incremental contribution from the Duropack business, acquired near the start of
the prior year, and the other smaller acquisitions in the region (Milas Ambalaj in
Turkey and Cartonpack in Greece).
Adjusted operating profit grew by 19 per cent on a constant currency basis, with
the majority due to organic growth across the region plus a smaller contribution
from the acquired businesses. As a result of the profit growth, return on sales
increased by 100 basis points.
Plastics
Year ended
30 April 2017

Year ended
30 April 2016

Revenue
£327m
Operating profit*
£38m
Return on sales*
11.6%
* Adjusted for amortisation and exceptional items

£283m
£32m
11.3%

Change –
reported
+16%
+19%
+30bps

Change –
constant
currency
+3%
+3%
(10)bps

Constant currency revenue increased 3 per cent, reflecting good organic growth
plus a modest contribution from the acquisition of Parish, a small but highly
complementary bag-in-box business in North America. Adjusted operating profit
also grew by 3 per cent on a constant currency basis, reflecting the benefits of
organic growth, the prior restructuring in Europe and a contribution from the
acquired business.
Delivering on our medium-term targets and key performance indicators
We have again delivered against all our key performance indicators over the fullyear. As explained above, corrugated box volumes grew by 3.2 per cent. This
exceeded our target of GDP+1 per cent, with year-on-year GDP growth,
weighted by our sales in the markets in which we operate, estimated at 1.8 per
cent (Source: Eurostat) resulting in a 40 basis point outperformance against the
target of 2.8 per cent. All regions have again recorded volume growth in the
year, with a particularly strong contribution from the UK and from central Europe
and Italy, including businesses acquired in the prior year. Underlying the
regional performances has been the growth of our pan-European customer base,
where we continue to make significant gains with existing customers as we
increase our market share with them, further demonstrating the demand for a
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high quality pan-European supplier of corrugated packaging, operating on a coordinated multinational basis.
Adjusted return on sales has remained at 9.3 per cent, in the upper half of our
target range of 8 to 10 per cent, reflecting the benefit of good drop-through
from incremental revenues into profit, offset by substantial input cost pressure
over the period.
Adjusted return on average capital employed (ROACE) on a constant currency
basis is 14.9 per cent, at the top end of our medium-term target range of 12 to
15 per cent and significantly above our cost of capital. This represents the
expected small decline compared to the prior year which reflects the impact of
capital invested in recently acquired businesses; acquisitions typically move into
our target ROACE range over a three-year period, and, as such, can be dilutive
to the overall Group returns initially. The ongoing high ROACE reflects significant
focus on an efficient capital base, in addition to profitability. We have maintained
our continual focus on tight capital allocation and management within the
business, including working capital, which has shown further improvement this
year, despite the growth of the business. ROACE is our primary financial
measure of success, and is measured and calculated on a monthly basis.
Net debt has remained broadly unchanged, despite the material impact of FX on
the translation of euro-denominated debt, at £1,092 million (30 April 2016:
£1,099 million) while net debt/EBITDA (calculated in accordance with our
banking covenant requirements) has improved to 1.8 times (2015/16: 2.0
times) reflecting the currency matching of debt to cash flow. This is in line with
our medium-term financial KPI of a ratio of 2.0 times or below and reflects the
acquisitions made as well as ongoing tight cash management and control
throughout the business.
During the year, the Group generated free cash flow of £363 million (2015/16:
£238 million). Cash conversion was 133 per cent, in line with our target of being
at or above 100 per cent.
DS Smith is committed to providing all employees with a safe and productive
working environment. We are pleased to report a further substantial
improvement in our safety record, with our accident frequency rate (defined as
the number of lost time accidents per million hours worked) reducing by a
further 19 per cent from 3.2 to 2.6, reflecting our ongoing commitment to best
practice in health and safety. This follows the substantial improvement in the
prior years, such that the accident frequency rate is now 45 per cent lower than
in 2013/14. We are pleased to report that 207 sites achieved our target of zero
accidents this year and we continue to strive for zero accidents for the Group as
a whole.
The Group has a challenging target for customer service of 97 per cent on-time,
in-full deliveries. In the year we achieved 93 per cent, an improvement versus
the prior year, but still below our target. Management remains dissatisfied with
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this outcome and is fully committed to delivering the highest standards of
service, quality and innovation to all our customers and will continue to set
ourselves the demanding standards our customers expect.
One part of the DS Smith strategy is to lead the way in sustainability.
Corrugated packaging is a key part of the sustainable economy, providing
essential protection to products as they are transported, and at the end of use, it
is fully recyclable. Corrugated packaging is also substantially constructed from
recycled material, as are many of our plastic packaging products. Our Recycling
business works with customers across Europe to improve their recycling
operations and overall environmental performance. In calendar 2016, compared
to calendar 2015, on a restated basis to reflect acquisitions, our CO2 equivalent
emissions, relative to production, have reduced by 7.0 per cent. Our targets on
sustainability were first set in 2010, when the DS Smith business was very
substantially smaller than it is now. The target to deliver a 20 per cent reduction
in CO2 equivalent emissions (relative to production), has already been achieved,
as has our target on water usage, and we are on track to achieve our target on
waste to landfill. As a result, we are taking the opportunity to restate our
sustainability targets to set ourselves new challenges, with more detail to follow
in our Sustainability Report.
Outlook
The current year has started well, with progress from 2016/17 continuing into
the new financial year. Full recovery of the recent paper price rises is
progressing well and as expected.
Although economic conditions remain uncertain, our innovation-led offering and
the scale of our business means that we are confident about further growth and
sustainable returns in the years ahead.
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Financial review
All numbers within this review are based on continuing operations before
amortisation and exceptional items.
The Group continued to perform strongly in 2016/17, despite the ongoing
challenges of uncertain economic conditions and input cost headwinds. Growth of
the business was again achieved both organically and through acquisitions. In the
year we expanded our specialist display and point of sale business, our plastics
business, and our geographic reach through the acquisitions of Creo in the UK;
Deku-Pack in Denmark; Gopaca and P&I Display in Portugal; and Parish in the US.
DS Smith continues to have the widest reach in Europe of any packaging group and
is able to offer a complete pan-European solution to all our customers.
The Group continues to deliver against all the targets the Board has set for its
financial key performance indicators, as well as all of its medium-term financial
measures:
 Adjusted operating profit before exceptional items and amortisation up 5
per cent on a constant currency basis at £443 million (2015/16: £379
million)
 Like-for-like corrugated box volume growth of 3.2 per cent (2015/16: 3.1
per cent)
 Adjusted return on sales1 of 9.3 per cent (2015/16: 9.3 per cent)
 Adjusted return on average capital employed1 of 14.9 per cent (2015/16:
15.4 per cent)
 Net debt/EBITDA of 1.8 times (2015/16: 2.0 times)
 Average working capital to sales 0.9 per cent (2015/16: 1.6 per cent)
1
Adjusted for amortisation and exceptional items
Trading results
All numbers within this review are based on continuing operations before
amortisation and exceptional items.
Group revenue increased to £4,781 million (2015/16: £4,066 million), a growth of
18 per cent on a reported basis, including the positive currency effects. The euro
accounted for 62 per cent of Group revenue and its strength against sterling during
the year represented the majority of the £432 million of currency impact. On a
constant currency basis revenue increased by 6 per cent, including organic growth
of £130 million.
Whilst revenue growth is clearly important, it is inevitably correlated to the price of
paper. The more relevant measure to describe business performance is corrugated
box volume growth which once again was ahead of target of GDP +1 per cent at
3.2 per cent, delivering meaningful growth.
Adjusted operating profit rose by 17 per cent on a reported basis to £443 million
(2015/16: £379 million), with currency having a positive impact of £43 million.
Growth on a constant currency basis was 5 per cent. The acquisitions of Creo,
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Deku-Pack, Gopaca, P&I Display and Parish during the financial year have already
begun to generate synergies in the short time that they have been part of the
Group and are well on track to deliver their acquisition business cases. This good
result is testament to the Group’s experience in the effective integration of, and
support for, acquired businesses. Whilst the devaluation of sterling in the year has
supported the reported profit growth, growth on a constant currency basis was
achieved despite lower paper prices for most of the year and volatile fibre input
costs. The Group systematically mitigates against these uncertainties through yearon-year benefits (on a reported basis) from energy management programmes (c.
£12 million) and procurement savings (c. £35 million).
Depreciation increased by £21 million in the year on a reported basis as a result of
previous capital investments and foreign exchange. Amortisation for the year was
£65 million (2015/16: £51 million), the increase primarily driven by intangible
assets recognised through business acquisitions during 2015/16 and in 2016/17.
Group margins continue to benefit from both operational leverage and continuous
focus on cost and efficiency, which mitigated increases in direct material costs,
resulting in stable return on sales of 9.3 per cent (2015/16: 9.3 per cent). In 2015 the
return on sales target range was increased to 8–10 per cent and again performance
has been fully in line with this upgraded target. The return on average capital
employed for the year was 14.9 per cent (2015/16: 15.4 per cent), which is at the top
end of the target set by the Board of 12–15 per cent. The return on average capital
employed remains significantly above the Group cost of capital. Given the measure of
capital employed is the average balance and not a single point in time, this current
year ratio is affected fully by acquisitions made in 2015/16 and partially by
acquisitions made in 2016/17.
Exceptional items
Exceptional items before tax and share of results of associates were £62 million
(2015/16: £79 million).
Restructuring costs of £26 million and integration costs of £17 million are the
largest elements of exceptional items. Restructuring and reorganisation costs were
incurred primarily in DCH and Northern Europe (£11 million) and in the UK (£6
million). Approximately a third of the restructuring charges relate to initiatives that
commenced in the prior year, with the remainder attributable to new initiatives
launched in the current year. Integration costs relate to the businesses acquired
during 2015/16 and 2016/17.
Acquisition costs of £7 million were incurred in respect of professional advisory fees,
legal fees and directly attributable salary costs related to acquisitions completed
during the year as well as to deals which are still in the pipeline.
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Interest, tax and earnings per share
Net interest expense before exceptional items was £50 million, up £9 million from
the prior year. The increase from the prior year was primarily due to the
acquisitions completed during 2015/16 which were funded by increased borrowings.
The employment benefit net finance expense was £5 million (2015/16: £6 million).
Adjusted profit before tax (excluding amortisation and exceptional items was £391
million (2015/16: £331 million), an increase of 18 per cent on a reported basis.
The share of the profit of equity accounted investments was £3 million (2015/16:
£1 million loss).
The Group’s effective tax rate, excluding amortisation, exceptional items and
associates was 22 per cent (2015/16: 22 per cent). The exceptional items tax credit
was £13 million (2015/16: £27 million).
Reported profit after tax, amortisation and exceptional items was £208 million
(2015/16: £167 million).
Adjusted earnings per share were 32.5 pence (2015/16: 27.4 pence), an increase
of 19 per cent on a reported basis and 7 per cent on a constant currency basis.
Basic earnings per share were 22.1 pence (2015/16: 17.7 pence).
Dividend
The proposed final dividend is 10.6 pence (2015/16: 8.8 pence), giving a total
dividend for the year of 15.2 pence (2015/16: 12.8 pence). Dividend cover before
amortisation and exceptional items was 2.1 times in 2016/17 (2015/16: 2.1 times)
and dividend growth is consistent with earnings growth at actual exchange rates.
The final dividend of 10.6 pence per share will be paid on 1 November 2017 to
ordinary shareholders on the register at close of business on 6 October 2017.
Acquisitions and disposals
In line with its strategic aims, the Group has continued to grow the business in
order to meet the requirements of its major customers. Acquisitions play an
important part in expanding the business model and this year the Group made
continued progress with five acquisitions which both increase our leadership in
display packaging and consolidate our presence in Iberia.
These include the acquisition of two businesses specialising in point of sale and
display products and services for in-store marketing (Creo in the UK, and DekuPack in Denmark), Parish (a US manufacturer and supplier of bag-in-box systems),
Gopaca (Portuguese integrated box manufacturer) and P&I Display (a specialist
corrugated display business in Portugal) for a total of £71 million (together with
loans and borrowings acquired of £14 million).
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Acquisitions in 2015/16 included the Duropack packaging business in south eastern
Europe for €305 million and the corrugated packaging activities of Lantero for €190
million.
Cash flow
Closing net debt of £1,092 million (30 April 2016: £1,099 million) has decreased
year on year with cash flows from operating activities more than offsetting
exchange effects, acquisition and other investment outflows. Working capital
inflows of £124 million reflect further initiatives to improve receivables and
payables, which remains an area of opportunity in recently acquired businesses.
Capital expenditure net of asset disposals increased to £226 million in the year
(2015/16: £201 million). The Group capital expenditure strategy of balancing asset
renewal/replacement and investment in growth and efficiency has been maintained.
Growth and efficiency together account for 61 per cent of expenditure. Proceeds
from the disposal of property, plant and equipment were £18 million (2015/16: £28
million), resulting in profits of £14 million (2015/16: £12 million).
Net interest payments of £45 million were £13 million higher than the prior year.
Interest on the EMTN issued in September 2015 is payable annually, which
accounts for the majority of the difference between cash interest paid and finance
costs in the income statement for the prior year.
Cash costs of exceptional items amounted to £66 million, representing the cash
investment in restructuring and infrastructure. Investment in subsidiary businesses,
net of cash and cash equivalents (but before acquired debt), totalled £71 million in
the year. No businesses were disposed of in 2016/17.
During the year dividends of £121 million, representing the 2015/16 interim
dividend and final dividend, were paid.
The £695 million cash generated from operations before exceptional cash items and
net acquisitions made in the year has resulted in a total Group cash inflow for the
year of £105 million, compared to an outflow of £239 million in the prior year.
Loans and borrowings from acquired businesses was £14 million. Proceeds from the
issue of share capital were £13 million in the year, primarily as the Group’s first
international Sharesave Plan, which was launched in 2014, matured. Foreign
exchange, fair value and other non-cash movements increased net debt by £97
million.
Statement of financial position
Shareholders’ funds have increased to £1,355 million at 30 April 2017, an increase
of £215 million over the reported position of the prior year. The improvement in
shareholders’ funds is principally due to profit attributable to shareholders of £208
million (2015/16: £167 million), currency translation gains of £71 million and
income tax on items which may be reclassified to profit or loss of £35 million. The
increases were offset by the dividend payments of £121 million (2015/16: £108
million).
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The net debt to earnings before interest, tax, depreciation and amortisation
(EBITDA) ratio calculated in accordance with the Group’s debt covenants was 1.8
times at 30 April 2017, down from 2.0 times at the previous year end. The Group
is in compliance with all financial covenants, which specify an EBITDA to net
interest payable ratio of not less than 4.50 times and a maximum ratio of net debt
to EBITDA of 3.25 times.
The covenant calculations exclude from the Income Statement exceptional items
and any interest arising from the defined benefit pension schemes. At 30 April
2017, the Group had substantial headroom under its covenants.
Energy costs
Energy costs remained broadly flat year on year despite the increase in Group size.
Energy is a significant cost for the Group and gas, electricity and diesel costs
totalled £179 million in the year (2015/16: £178 million). Capital invested in
combined heat and power facilities, currency translation, lower prices and energy
efficiency initiatives have all contributed to the management of energy costs. The
Group continues to manage the risks associated with its purchases of energy
through its Energy Procurement Group. By hedging energy costs with suppliers and
financial institutions the Group aims to reduce the volatility of energy costs and
provide a degree of certainty over future energy costs.
Capital structure and treasury management
The Group funds its operations from the following sources of capital: operating
cash flow, borrowings, finance and operating leases, shareholders’ equity and,
where appropriate, disposals of non-core businesses. The Group’s objective is to
achieve a capital structure that results in an appropriate cost of capital whilst
providing flexibility in short and medium-term funding so as to accommodate
material investments or acquisitions. The Group also aims to maintain a strong
balance sheet and to provide continuity of financing by having borrowings with a
range of maturities from a variety of sources, supported by its investment grade
credit rating.
The Group’s overall treasury objectives are to ensure that sufficient funds are
available for the Group to carry out its strategy and to manage financial risks to
which the Group is exposed.
The Group regularly reviews the level of cash and debt facilities required to fund its
activities. At 30 April 2017, the Group’s committed borrowing facilities totalled c.
£1.8 billion of which c. £700 million were undrawn. The Group’s committed
borrowing facilities at 30 April 2017 had a weighted average maturity of 3.8 years
(30 April 2016: 4.7 years). The Group’s total gross borrowings at 30 April 2017
were £1,263 million (30 April 2016: £1,258 million).
During the year the Group entered into three new committed, bilateral bank term
loan agreements totalling €270 million. The proceeds were used in part to repay
$95 million of US private placement notes and to repay drawings under the Group’s
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syndicated bank revolving credit facility (RCF). In addition, the Group’s investment
grade credit rating from Standard and Poor’s has been maintained (BBB-, Stable)
and reflects the Group’s commitment to strong credit metrics and the ongoing
financial discipline of management. This credit rating allows the Group to issue
investment grade bonds in the public debt markets under its €2.5 billion EMTN
programme.
Impairment
When applying IAS 36 Impairment of Assets, the Group compares the carrying
amounts of goodwill and intangible assets with the higher of their net realisable
value and their value-in-use to determine whether impairment exists. The value-inuse is calculated by discounting the future cash flows expected to be generated by
the assets or group of assets being tested for impairment. In April 2017 tests were
undertaken to determine whether there had been any impairment to the balance
sheet carrying values of goodwill and other intangible assets. The key assumptions
behind the calculations are based on the regional long-term growth rates and a pretax discount rate of 9.5 per cent which is a basic WACC of 8.8 per cent plus a
blended country risk premium of 0.7 per cent. No impairments were identified as a
result of the testing.
The net book value of goodwill and other intangibles at 30 April 2017 was £1,178
million (30 April 2016: £1,089 million).
Pensions
The Group’s principal funded defined benefit pension scheme is in the UK and is
closed to future accrual. The Group also operates various local post-retirement and
other employee benefit arrangements for overseas operations, as well as a small
UK unfunded scheme relating to three former directors and secured against assets
of the UK business.
IAS 19 Employee Benefits (Revised 2011), requires the Group to make
assumptions including, but not limited to, rates of inflation, discount rates and
current and future life expectancies. The use of different assumptions could have a
material effect on the accounting values of the relevant assets and liabilities, which
in turn could result in a change to the cost of such liabilities as recognised in the
income statement over time. The assumptions involved are subject to periodic
review.
The aggregate gross assets of the schemes at 30 April 2017 were £1,099 million
and the gross liabilities at 30 April 2017 were £1,280 million, resulting in the
recognition of a gross balance sheet deficit of £181 million (30 April 2016: £188
million). The net deficit was £139 million (30 April 2016: £145 million) after taking
into account deferred tax assets of £42 million (30 April 2016: £43 million).
A triennial valuation of the main UK scheme was carried out at 30 April 2016,
following which a deficit recovery plan was agreed with the Trustee Board on 28
April 2017. The Group has agreed to increase existing cash contributions by 10 per
cent per annum commencing with the current year back-dated to the beginning of
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the year. The planned contribution for 2016/17 was, therefore, increased from £16
million to £17.6 million. The contribution for 2017/18 will increase to £18.3 million.
The recovery plan is expected to be completed on or around November 2025.
The actual cash contributions paid into the Group pension schemes were £17
million in 2016/17 (2015/16: £17 million), principally comprising £16 million in
respect of the agreed contributions to the pension scheme deficit (for the deficit
recovery plan) and are included in cash generated from operations. The back dated
payment of £1.6 million will be paid in 2017/18.
The reduction in the gross balance sheet deficit of £7 million is principally
attributable to updated demographic assumptions and the introduction of a new
investment strategy to hedge interest rate and inflation risk exposure.
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