
year, and the disposal of Caithness Glass last  year.  Continuing pressure on 
pricing resulted in a small reduction in gross margin (before exceptionals) from 
42.1% to 41.3%.  After exceptionals, gross margin improved from 41.6% to 44.5%. 
 
Costs continued to fall sharply, reflecting the benefit of measures already 
taken. Operating expenses (before exceptionals) fell by 11% to £38.5m.  The 
operating loss was reduced by 16% to £7.9m.   After crediting a profit on 
disposal of £1.0m and charging interest and related items of £0.8m, the loss 
before taxation was £7.7m, compared with £10.5m in the corresponding period last 
year. 
 
 
Progress on restructuring 
 
During the period, the Group completed a rights issue which raised £18.7m (net 
of costs) to fund further restructuring measures announced earlier this year and 
completed agreements for new banking facilities to 31 March 2005. 
 
In the six months to 30 June, a total of 26 retail stores have been closed, 
reducing the Group's total number of retail units to 373; the sale of surplus 
assets for total cash consideration of £1.4m was completed; the closure of the 
Baddeley Green plant was announced and is proceeding on schedule, as is the 
related transfer of production to Nile Street and Jakarta; and the purchase of a 
further 25% of Royal Doulton's Indonesian subsidiary was completed, taking the 
Group's holding to 95%.  Total headcount reduced from 4,700 employees at the end 
of last year to 4,200 at 30 June 2002. 
 
The exceptional charges announced earlier this year of up to £20m (primarily 
redundancies, retail closures and production transfer overseas) are not now 
expected to exceed £18m (of which £3m was charged in the year to 31 December 
2001 and £1.5m in the first half of the current financial year).  Exceptional 
receipts from disposals are expected to generate around £10m of  cash excluding 
first half receipts. 
 
 
Financial Position 
 
The financial position of the Group has been strengthened by the reorganisation 
of its finances earlier this year. 
 
As at 31 December 2001, net debt stood at £24.3m and equity shareholders funds 
£41.7m, representing balance sheet gearing of 58%.  During the six months, cash 
losses from trading absorbed £8.4m, working capital generated £0.4m, capital 
items net of disposals absorbed £0.9m, interest exchange and other items 
absorbed £0.5m and the rights issue generated £18.7m.  As a result, net debt was 
reduced by £9.3m. 
 
As at 30 June 2002, net debt was £15m and equity shareholders funds £52m, 
representing balance sheet gearing of 29%. 
 
 
Outlook 
 
The extent of this industry's manufacturing over-capacity in high cost countries 
is highlighted more starkly in harsher market conditions.  This will continue to 
cause the industry problems as many players seek to fill uneconomic plants. 
Consumer pressure on pricing will continue and globalisation and deregulation of 
markets will accelerate this process. 
 
Against this background, the Group remains on target to achieve approximately 
one third of its production from its overseas manufacturing facilities and 
approximately one third from third party sources by end 2003, resulting in 
substantially reduced product cost and overhead. 
 
 
Hamish Grossart 
Chairman 
 
 
 
                                        CONSOLIDATED PROFIT & LOSS ACCOUNT 
                                       For the 6 months ended 30 June 2002 
 
 
                                                6 months to          6 months to            Year to 
                                               30 June 2002         30 June 2001   31 December 2001 
                                                  £'million            £'million          £'million 
                                                (unaudited)          (unaudited)          (audited) 
                                  Notes          
 
Turnover                                               69.7                 81.7              165.8 
 
Cost of Sales - ordinary                             (40.9)               (47.3)             (93.1) 
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Cost of Sales - exceptional              2              2.2                (0.4)              (5.2) 
Gross Profit                                           31.0                 34.0               67.5 
 
Net operating expenses - ordinary                    (38.5)               (43.4)             (85.1) 
 
Net operating expenses -                 2            (0.4)                    _              (0.8) 
exceptional 
Operating loss                                        (7.9)                (9.4)             (18.4) 
 
Profit/(Loss) on disposals               3              1.0                    _              (0.9) 
Loss on ordinary activities 
before interest                                       (6.9)                (9.4)             (19.3) 
 
Net interest payable and similar 
charges - ordinary                                    (0.5)                (1.1)              (1.9) 
 
Net interest payable and similar 
charges - exceptional                    2            (0.3)                    _                  _ 
                                                              
Loss on ordinary activities 
before taxation                                       (7.7)               (10.5)             (21.2) 
 
Taxation                                              (0.3)                    _              (0.8) 
Loss on ordinary activities after 
taxation                                              (8.0)               (10.5)             (22.0) 
 
Equity minority interests                             (0.1)                (0.4)              (0.4) 
Loss absorbed for the period                          (8.1)               (10.9)             (22.4) 
Loss per share                           4           (3.3p)               (9.1p)            (18.7p) 
Diluted loss per share                   4           (3.3p)               (9.1p)            (18.7p) 
Adjusted loss per share*                 5           (3.7p)               (9.1p)            (18.0p) 
 
 
The above results are derived from continuing operations.  The results of the 
Caithness Glass operation, disposed in 2001, have not been separately disclosed 
as they are not material to the results. 
 
* Adjusted to exclude profit/(loss) on disposals. 
 
 
 
                                     CONSOLIDATED BALANCE SHEET 
                                         As at 30 June 2002 
 
 
                                                                   30 June       30 June     31 December 
                                                                      2002          2001            2001 
                                                                 £'million    £' million       £'million 
                                                       Notes   (unaudited)   (unaudited)       (audited) 
Fixed assets: 
Intangible assets                                          6           1.1             _               _ 
Tangible assets                                                       33.4          41.5            36.3 
Investments                                                            0.2           0.2               _ 
                                                                      34.7          41.7            36.3 
 
Current assets: 
Stocks                                                                40.9          55.0            43.3 
Debtors: amounts falling due after more than one                         _           0.2               _ 
year                                                                  18.7          22.9            22.7 
Debtors: amounts falling due within one year                           3.9           3.8             5.9 
Cash at bank and in hand                                                
                                                                      63.5          81.9            71.9 
 
Creditors: amounts falling due within one year: 
Other                                                               (18.9)        (24.6)          (26.5) 
Borrowings                                                 7         (2.0)        (34.7)          (30.1) 
                                                                    (20.9)        (59.3)          (56.6) 
 
Net current assets                                                    42.6          22.6            15.3 
 
Total assets less current liabilities                                 77.3          64.3            51.6 
 
Creditors: amounts falling due after more than 
one year:                                                            (0.2)         (1.0)           (0.8) 
Other                                                      7        (16.9)         (0.2)           (0.1)          
Borrowings                                                  
                                                                    (17.1)         (1.2)           (0.9) 
 
Provisions for liabilities and charges                               (7.1)         (9.5)           (7.8) 
 
Net assets                                                            53.1          53.6            42.9 
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Capital and reserves: 
Called up share capital                                               85.6          83.1            83.1 
Share premium account                                                 50.1          33.9            33.9 
Capital reserve                                                        1.1           1.1             1.1 
Profit and loss account                                             (84.8)        (66.1)          (76.4) 
Equity shareholders' funds                              8             52.0          52.0            41.7 
 
Equity minority interests                                              1.1           1.6             1.2 
                                                                      53.1          53.6            42.9 
 
 
                                           CONSOLIDATED CASH FLOW STATEMENT 
                                          For the 6 months ended 30 June 2002 
 
                                                                         6 months to   6 months to   Year to 31 
                                                                             30 June       30 June     December 
                                                                                                           2001 
                                                                                2002          2001    £'million 
                                                                           £'million     £'million 
                                                                         (unaudited)   (unaudited)    (audited) 
 
                                                                Notes 
Net cash outflow from operating activities                          10         (8.1)         (7.0)        (3.5) 
 
Return on investments and servicing of finance: 
Dividend paid to minority interest                                                 _         (0.2)        (0.6) 
 
Interest received                                                                  _           0.1          0.1 
Interest paid                                                                  (0.9)         (1.2)        (2.0) 
Interest element of finance leases                                                 _             _        (0.1) 
Net cash outflow from returns on investments and servicing of                  (0.9)         (1.3)        (2.6) 
finance 
Taxation                                                                       (0.2)         (0.8)        (0.9) 
 
Capital expenditure and financial investment: 
 
Purchases of tangible fixed assets                                             (0.7)         (1.1)        (2.2) 
 
Disposal of assets                                                               1.4             _            _ 
 
Purchase of Rights on own shares for long term incentive plan                  (0.2)             _            _ 
Net cash inflow/(outflow) from capital expenditure and                           0.5         (1.1)        (2.2) 
financial investment 
 
Acquisitions and disposals: 
Purchase of shares in Indonesian subsidiary                                    (1.4)             _            _ 
 
Disposal of Caithness Glass subsidiary                                             _             _          5.3 
 
Cash disposed of with subsidiary                                                   _             _        (0.1) 
 
Net cash (outflow)/inflow from disposals                                       (1.4)             _          5.2 
 
Net cash outflow before financing                                             (10.1)        (10.2)        (4.0) 
 
Financing: 
Issue of share capital net of costs                                             18.7             _           -_ 
(Decrease)/increase in borrowings                                             (10.5)           9.0          5.2 
Principal payment under finance leases                                         (0.1)         (0.3)        (0.5) 
Net cash inflow from financing                                                   8.1           8.7          4.7 
(Decrease)/Increase in cash during the period                                  (2.0)         (1.5)          0.7 
 
 
 
                                     CONSOLIDATED CASH FLOW STATEMENT 
                                     For the year ended 30 June 2002 
 
 
                                                    6 months to   6 months to   Year to 31 
                                                   30 June 2002  30 June 2001     December 
                                                      £'million     £'million         2001 
                                                                                 £'million 
                                                    (unaudited)   (unaudited)    (audited) 
                                                                                  
(Decrease)/increase in cash in the period                 (2.0)         (1.5)          0.7 
 
Cash inflow/(outflow) from debt and lease                  10.6         (8.7)        (4.7) 
financing 
Change in net debt resulting from cash flows                8.6        (10.2)        (4.0) 
 
Exchange differences                                        0.7         (0.9)        (0.3) 
Movement in net debt in the period                          9.3        (11.1)        (4.3) 
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