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Independent Auditor’s Report  
to the Members of Pets at Home Group Plc only

Opinions and conclusions arising from our audit

1. Our opinion on the financial statements is unmodified
We have audited the financial statements of Pets at Home Group plc for the year ended 26 March 2015 set out on pages 108 to 154.  
In our opinion:

• the financial statements give a true and fair view of the state of the Group’s and of the parent company’s affairs as at 26 March 
2015 and of the Group’s profit for the year then ended;

• the Group financial statements have been properly prepared in accordance with International Financial Reporting Standards  
as adopted by the European Union (IFRSs as adopted by the EU); 

• the parent company financial statements have been properly prepared in accordance with IFRSs as adopted by the EU and  
as applied in accordance with the provisions of the Companies Act 2006; and

• the financial statements have been prepared in accordance with the requirements of the Companies Act 2006 and, as regards  
the Group financial statements, Article 4 of the IAS Regulation.

2. Our assessment of risks of material misstatement
In arriving at our audit opinion above on the financial statements the risks of material misstatement that had the greatest effect  
on our audit were as follows:

Carrying value of goodwill (£952.0m)
Refer to page 83 (Audit & Risk Committee Report), page 119 (accounting policy) and page 130 (financial disclosures). 

• The risk: Goodwill is a significant item within the Group’s balance sheet. Due to the inherent uncertainty involved in forecasting  
and discounting future cash flows, which are the basis of the assessment of recoverability, goodwill is one of the key judgemental 
areas within our audit. Market capitalisation is considered to be a key indicator of potential impairment. The year ended 27 March 
2014 came shortly after the Company’s IPO, at which point there was significant headroom between market capitalisation and  
net assets including goodwill. During the year ended 26 March 2015 there has been some share volatility and although market 
capitalisation at the time of our audit has recovered, this volatility has increased our focus on the carrying amount of goodwill  
in the current year audit.

• Our response: Our audit procedures included testing of the Group’s budgeting procedures upon which the forecasts are based  
and the principles and integrity of the Group’s discounted cash flow model. We used our own valuation specialist to assist us in 
evaluating the assumptions and methodologies used by the Group and compared the Group’s assumptions to externally derived 
data as well as our own assessments of key inputs such as projected economic growth, cost inflation and discount rates. We 
performed break-even analysis to understand the sensitivity of the conclusions reached to changes in assumptions and compared 
the sum of projected discounted cash flows to the Group’s market capitalisation to assess the reasonableness of those cash flows. 
We also assessed whether the Group’s disclosures about the sensitivity of the outcome of the impairment assessment to changes 
in key assumptions reflected the risks inherent in the valuation of goodwill.

Carrying value of inventory (£48.5m)
Refer to page 84 (Audit & Risk Committee Report), page 119 (accounting policy) and page 131 (financial disclosures).

• The risk: The Group has significant levels of inventory and a number of estimates are involved in arriving at valuation in respect  
of slow moving and obsolete inventories, some of which have a limited shelf life. Furthermore there is uncertainty over changes  
in consumer preferences and spending patterns, which are primarily driven by wider trends in the pet product industry as well as 
seasonality. There is a recoverability risk associated with new product launches and the judgement required in forecasting demand, 
including the possible change in demand between the time the inventory order is placed with the supplier and the date of sale. 
These factors all contribute to the risk that the carrying value of inventory exceeds its net realisable value. Given the level of 
judgement and estimation involved this is considered to be a key audit risk.
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• Our response: Our audit procedures included assessing the principles and appropriateness of the Group’s inventory provisioning 
policies based on our understanding of the business and the accuracy of previous provisioning estimates. In assessing provisions 
against inventories our audit procedures included testing the Group’s controls designed to identify slow moving and obsolete 
inventories and comparison, by product, of inventory levels to sales data to assess whether slow moving and obsolete inventories 
had been appropriately identified by the Group, and provided for based on expected recoveries. We considered realisations  
of slow moving inventories during the year and post year end and compared these to the Group’s expected recoveries for slow 
moving inventories at the year-end date. In assessing the accuracy of historic provisioning estimates our audit procedures included 
the review of amounts subsequently written off inventory during the year in comparison to the provided amounts at the prior year 
end. We also assessed the adequacy of the disclosures in respect of amounts recognised as provision against inventory during  
the period.

3. Our application of materiality and an overview of the scope of our audit
The materiality for the Group financial statements as a whole was set at £3.0m, determined with reference to a benchmark  
of Group profit before taxation of £87.0m, of which it represents 3.4%.

We report to the Audit & Risk Committee any corrected or uncorrected identified misstatements exceeding £0.15m, in addition to other 
identified misstatements that warranted reporting on qualitative grounds. 

Of the Group’s 5 reporting components, we subjected 4 to audit for Group reporting purposes and 1 to specified risk-focused audit 
procedures. The latter were not individually financially significant enough to require an audit for Group reporting purposes, but did  
present specific individual risks that needed to be addressed. 

The components within the scope of our work accounted for the following percentages of the Group’s results: 

Number of 
components

Group  
revenue (%)

Group profit 
before tax (%)

Group total 
assets (%)

Audits for Group reporting purposes 4 95.3 79.1 94.9

Specified risk-focused audit procedures 1 4.7 20.9 5.1

Total 5 100 100 100

For the remaining components, we performed analysis at an aggregated Group level to re-examine our assessment that there were  
no significant risks of material misstatement within these. 

The audits undertaken for Group purposes were all performed to materiality levels set individually for each component and ranged  
from £2.4m to £0.1m, having regard to the mix of size and risk profile of the Group across the components. The work on all components 
was performed by the Group audit team.

4. Our opinion on other matters prescribed by the Companies Act 2006 is unmodified
In our opinion:

• the part of the Directors’ Remuneration Report to be audited has been properly prepared in accordance with the Companies Act 
2006; 

• the information given in the Strategic Report and the Directors’ Report for the financial year for which the financial statements  
are prepared is consistent with the financial statements; and

• information given in the Corporate Governance Report set out on pages 76 to 81 with respect to internal control and risk 
management systems in relation to financial reporting processes and about share capital structures is consistent with the financial 
statements.

Independent Auditor’s Report  
to the Members of Pets at Home Group Plc only
continued
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5. We have nothing to report in respect of the matters on which we are required to report by exception

Under ISAs (UK and Ireland) we are required to report to you if, based on the knowledge we acquired during our audit, we have identified 
other information in the Annual Report that contains a material inconsistency with either that knowledge or the financial statements,  
a material misstatement of fact, or that is otherwise misleading.

In particular, we are required to report to you if:

• we have identified material inconsistencies between the knowledge we acquired during our audit and the Directors’ statement that 
they consider that the Annual Report and financial statements taken as a whole is fair, balanced and understandable and provides 
the information necessary for shareholders to assess the Group’s performance, business model and strategy; or

• the Audit & Risk Committee Report does not appropriately address matters communicated by us to the Audit & Risk Committee.

Under the Companies Act 2006 we are required to report to you if, in our opinion:

• adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been received 
from branches not visited by us; or

• the parent company financial statements and the part of the Directors’ Remuneration Report to be audited are not in agreement 
with the accounting records and returns; or

• certain disclosures of Directors’ remuneration specified by law are not made; or

• we have not received all the information and explanations we require for our audit; or

• a Corporate Governance Statement has not been prepared by the Company.

Under the Listing Rules we are required to review:

• the Directors’ statement, set out on page 74, in relation to going concern; and

• the part of the Corporate Governance Report on pages 76 to 81 relating to the Company’s compliance with the ten provisions  
of the 2012 UK Corporate Governance Code specified for our review.

• we have nothing to report in respect of the above responsibilities.

Scope of report and responsibilities
As explained more fully in the Directors’ Responsibilities Statement set out on page 75, the Directors are responsible for the preparation 
of the financial statements and for being satisfied that they give a true and fair view. A description of the scope of an audit of financial 
statements is provided on the Financial Reporting Council’s website at www.frc.org.uk/auditscopeukprivate. This report is made solely  
to the Company’s members as a body and is subject to important explanations and disclaimers regarding our responsibilities, published 
on our website at www.kpmg.com/uk/auditscopeukco2014a, which are incorporated into this report as if set out in full and should be 
read to provide an understanding of the purpose of this report, the work we have undertaken and the basis of our opinions.

David Bills (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
1 St Peter’s Square
Manchester
M2 3AE
3 June 2015
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Consolidated income statement

 52 week period ended 26 March 2015 52 week period ended 27 March 2014

Note

2015
£000

Underlying 
Trading

2015
£000

Exceptional 
Items  

(note 7)

2015
£000
Total

2014
£000

Underlying 
Trading

2014 
£000

Exceptional 
Items  

(notes 3,6)

2014
£000
Total

Revenue 1,2 729,086 – 729,086 665,395 – 665,395

Cost of sales (333,776) – (333,776) (307,271) – (307,271)

Gross profit 395,310 – 395,310 358,124 – 358,124

Selling and distribution expenses (257,853) – (257,853) (233,891) – (233,891)

Administrative expenses 3 (40,695) – (40,695) (34,817) (10,574) (45,391)

Operating profit 2,3 96,762 – 96,762 89,416 (10,574) 78,842

Financial income 572 – 572 368 – 368

Financial expense 6 (10,369) – (10,369) (37,547) (19,158) (56,705)

Net financing expense (9,797) – (9,797) (37,179) (19,158) (56,337)

Profit before tax 86,965 – 86,965 52,237 (29,732) 22,505

Taxation 7 (19,089) 4,295 (14,794) (13,672) 4,715 (8,957)

Profit for the period 67,876 4,295 72,171 38,565 (25,017) 13,548

All activities relate to continuing operations.

Basic and diluted earnings per share attributable to equity Shareholders of the Company:

Note

52 week period 
ended 

26 March 2015

52 week period 
ended 

27 March 2014

Equity holders of the parent – underlying trading – basic 5 13.5p 0.5p

Equity holders of the parent – after exceptional items – basic 5 14.4p (13.8p)

Equity holders of the parent – underlying trading – diluted 5 13.5p 0.5p

Equity holders of the parent – after exceptional items – diluted 5 14.4p (13.8p)

Dividends paid and proposed are disclosed in note 8.

The notes on pages 116 to 154 form an integral part of these financial statements.

Consolidated statement of comprehensive income

Note

52 week period 
ended

 26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Profit for the period 72,171 13,548

Other comprehensive income

Items that are or may be recycled subsequently into profit or loss:

Foreign exchange translation differences 20 (4) 5

Cash flow hedges – reclassified to profit and loss 20 1,113 (811)

Effective portion of changes in fair value of cash flow hedges 20 403 1,442

Other comprehensive income for the period, before income tax 1,512 636

Income tax on other comprehensive income 7, 20 (303) (159)

Other comprehensive income for the period, net of income tax 1,209 477

Total comprehensive income for the period 73,380 14,025

The notes on pages 116 to 154 form an integral part of these financial statements.
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Note

At 26 March 
2015
£000

At 27 March 
2014
£000

Non-current assets

Property, plant and equipment 9 102,890 93,628

Intangible assets 10 955,512 955,238

Other non-current assets 14 8,133 6,619

1,066,535 1,055,485

Current assets

Inventories 12 48,474 46,116

Deferred tax assets 13 – 45

Other financial assets 14 1,697 –

Trade and other receivables 15 51,627 42,159

Cash and cash equivalents 16 132,966 90,823

234,764 179,143

Total assets 1,301,299 1,234,628

Current liabilities

Other interest-bearing loans and borrowings 17 (5,000) –

Trade and other payables 18 (144,754) (149,547)

Provisions 19 (365) (461)

Other financial liabilities 14 (632) (1,113)

(150,751) (151,121)

Non-current liabilities

Other interest-bearing loans and borrowings 17 (315,674) (319,855)

Other payables 18 (31,483) (31,068)

Provisions 19 (1,706) (1,835)

Deferred tax liabilities 13 (4,810) –

(353,673) (352,758)

Total liabilities (504,424) (503,879)

Net assets 796,875 730,749

Equity attributable to equity holders of the parent

Ordinary share capital 20 5,000 5,000

Share premium 20 – 1,080,477

Consolidation reserve (372,026) (372,026)

Merger reserve 113,321 113,321

Translation reserve – 4

Cash flow hedging reserve 851 (362)

Retained earnings 1,049,729 (95,665)

Total equity 796,875 730,749

On behalf of the Board:

Ian Kellett
Chief Financial Officer
Company number: 08885072

The notes on pages 116 to 154 form an integral part of these financial statements.

Consolidated balance sheet
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Share
capital

£000

Share 
premium

£000

Consolidation 
reserve 

£000

Merger 
reserve

£000

Cash flow 
hedging 
reserve

£000

Translation
reserve

£000

Retained
earnings

£000

Total
equity
£000

Balance at 27 March 2014 5,000 1,080,477 (372,026) 113,321 (362) 4 (95,665) 730,749

Total comprehensive income for the period

Profit for the period – – – – – – 72,171 72,171

Other comprehensive income (note 20) – – – – 1,213 (4) – 1,209

Total comprehensive income for the period – – – – 1,213 (4) 72,171 73,380

Transactions with owners,  
recorded directly in equity

Cancellation of share premium (i) – (1,080,477) – – – – 1,080,477 –

Equity dividend paid – – – – – – (8,942) (8,942)

Share based payment transactions – – – – – – 1,688 1,688

Total contributions by and distributions  
to owners – (1,080,477) – – – – 1,073,223 (7,254)

Balance at 26 March 2015 5,000 – (372,026) 113,321 851 – 1,049,729 796,875

(i)  As contemplated in the Pets at Home Group Plc IPO Prospectus dated 28 February 2014 and pursuant to a shareholder resolution passed on  
27 February 2014, Pets at Home Group Plc completed a reduction of capital, whereby £1,080,477,000 standing to the credit of the Company’s 
share premium account was cancelled, creating distributable reserves of an equivalent amount. The cancellation was formally approved by the  
High Court, and the court order was registered by the Registrar of Companies and became effective on 30 July 2014. The cancellation has no effect 
on the overall net asset position of the Company and/or its Group.

Consolidated statement of changes in equity
as at 26 March 2015
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Share
capital
£000

Share 
premium

£000

Additional 
paid in 
capital
£000

Consolidation 
reserve

£000

Merger 
reserve

£000

Cash flow 
hedging 
reserve

£000

Translation
reserve

£000

Retained
earnings

£000

Total
equity
£000

Balance at 28 March 2013 1,659 291,492 612,680 (372,026) 113,321 (834) (1) (71,567) 574,724

Total comprehensive income  
for the period

Profit for the period – – – – – – – 13,548 13,548

Other comprehensive income 
(note 20)

– – – – – 472 5 – 477

Total comprehensive income  
for the period

– – – – – 472 5 13,548 14,025

Transactions with owners, 
recorded directly in equity

Issue of shares (note 20) (i) 1,405 342,916 (344,321) – – – – – –

Issue of shares (note 20) (ii) 40 9,697 – – – – – – 9,737

Issue of shares (note 20) (iii) 1,896 462,574 – – – – – – 464,470

Share issue costs – (26,202) – – – – – – (26,202)

Dividends on additional  
paid in capital

– – 37,646 – – – – (37,646) –

Redemption of additional  
paid in capital – – (306,005) – – – – – (306,005)

Total contributions by and 
distributions to owners 3,341 788,985 (612,680) – – – – (37,646) 142,000

Balance at 27 March 2014 5,000 1,080,477 – (372,026) 113,321 (362) 4 (95,665) 730,749

(i)  On 17 March 2014 the Company issued 140,539,069 ordinary £0.01 shares at a premium of £2.44 per share in exchange for £344,321,000 
additional paid in capital issued by PAH Lux S.a.r.l. 

(ii)  On 17 March 2014, the Company issued 3,974,537 ordinary £0.01 shares at a premium of £2.44 per share in exchange for shares issued  
by a subsidiary.

(iii)  On 17 March 2014 the Company issued 189,579,314 ordinary £0.01 shares at a premium of £2.44 per share. Share issue costs of £26,202,000 
were offset against the gross proceeds of £464,470,000.

Consolidated statement of changes in equity
as at 27 March 2014
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52 week period 
ended 26 March 

2015
£000

52 week period 
ended 27 March 

2014
£000

Cash flows from operating activities

Profit for the period 72,171 13,548

Adjustments for:

Depreciation and amortisation 22,838 19,990

Financial income (572) (368)

Financial expense 10,369 56,705

Loss on sale of property, plant and equipment – 77

Share based payment charges 1,657 –

Taxation 14,794 8,957

121,257 98,909

Increase in trade and other receivables (9,468) (7,969)

Increase in inventories (2,358) (4,060)

Increase in trade and other payables 16,132 21,771

(Decrease)/increase in IPO related trade and other payables (i) (25,184) 25,184

Total (decrease)/increase in trade and other payables (9,052) 46,955

(Decrease)/increase in provisions (225) 2

100,154 133,837

Tax paid – underlying (12,874) (9,192)

Tax received – exceptional 4,295 –

Net cash from operating activities 91,575 124,645

Cash flows from investing activities

Proceeds from sale of property, plant and equipment 874 –

Interest received 364 368

Investment in other financial assets (2,176) (1,753)

Acquisition of subsidiary, net of cash acquired – (2,000)

Acquisition of property, plant and equipment, and other intangible assets (30,361) (26,278)

Net cash used in investing activities (31,299) (29,663)

Cash flows from financing activities

Proceeds from the issue of ordinary share capital – 464,470

Share issue costs – (26,202)

Debt issue costs – (10,494)

Repayment of paid in capital – (306,005)

Equity dividends paid (8,942) –

Proceeds from new loan – 460,000

Repayment of borrowings – (585,260)

Interest paid (9,191) (32,261)

Net cash used in financing activities (18,133) (35,752)

Net increase in cash and cash equivalents 42,143 59,230

Cash and cash equivalents at beginning of period 90,823 31,593

Cash and cash equivalents at end of period 132,966 90,823

(i)  The Initial Public Offering related payables of £25,184,000 at 27 March 2014 related to costs incurred as part of the IPO on 17 March 2014,  
which were included in accruals and other creditors at the period end date, and which were settled in full in the period to 26 March 2015. 

The notes on pages 116 to 154 form an integral part of these financial statements.

Consolidated statement of cash flows
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Note

At 26 March 
2015
£000

At 27 March 
2014
£000

Non-current assets

Investments in subsidiaries 11 936,179 936,179

Current assets

Trade and other receivables 15 562,653 565,441

Cash and cash equivalents 16 1 22,829

Deferred tax asset 13 90 –

562,744 588,270

Total assets 1,498,923 1,524,449

Current liabilities

Trade and other payables 18 (1,343) (14,797)

Other financial liabilities 14 (453) –

Other interest-bearing loans and borrowings 17 (5,000) –

(6,796) (14,797)

Non-current liabilities

Other interest-bearing loans and borrowings 17 (315,674) (319,855)

Total liabilities (322,470) (334,652)

Net assets 1,176,453 1,189,797

Equity attributable to equity holders of the parent

Ordinary share capital 20 5,000 5,000

Share premium 20 – 1,080,477

Merger reserve 113,321 113,321

Retained earnings 1,058,494 (9,001)

Cash flow hedging reserve (362) –

Total equity 1,176,453 1,189,797

On behalf of the Board:

Ian Kellett
Chief Financial Officer
Company number: 08885072

Company balance sheet
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Share  
capital

£000

Share  
premium

£000

Merger  
reserve

£000

Cash flow 
hedging  
reserve

£000

Retained 
earnings

£000

Total  
equity
£000

Balance at 27 March 2014 5,000 1,080,477 113,321 – (9,001) 1,189,797

Total comprehensive income for the period

Loss for the period – – – – (5,728) (5,728)

Other comprehensive income – – – (362) – (362)

Total comprehensive income for the period – – – (362) (5,728) (6,090)

Transactions with owners, recorded directly in equity

Reduction of share premium – (1,080,477) – – 1,080,477 –

Equity dividend paid – – – – (8,942) (8,942)

Share based payment transactions – – – – 1,688 1,688

Balance at 26 March 2015 5,000 – 113,321 (362) 1,058,494 1,176,453

Company statement of changes in equity 
as at 27 March 2014

Share
capital
£000

Share 
premium

£000

Merger  
reserve

£000

Retained
earnings

£000

Total
equity
£000

Total comprehensive income for the period

Loss for the period – – – (9,001) (9,001)

Total comprehensive income for the period – – – (9,001) (9,001)

Transactions with owners, recorded directly in equity

Issue of shares (note 20) 5,000 1,080,477 113,321 – 1,198,798

Total transactions with owners, recorded directly in equity 5,000 1,080,477 113,321 – 1,198,798

Balance at 27 March 2014 5,000 1,080,477 113,321 (9,001) 1,189,797

Company income statement
As permitted by section 408 of the Companies Act 2006, the Company’s income statement has not been included in these financial statements. 
The Company’s loss for the 52 week period to 26 March 2015 was £5.7m (loss for the 52 week period to 27 March 2014: £9.0m).

Company statement of changes in equity
as at 26 March 2015
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Company statement of cash flows

52 week period 
ended 

26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Cash flows from operating activities

Loss for the period (5,697) (9,001)

Share based payment charges 1,657 –

(4,040) (9,001)

Decrease/(increase) in trade and other receivables 2,698 (565,441)

(Decrease)/increase in trade and other payables (12,544) 14,797

Net cash from operating activities (13,886) (559,645)

Cash flows from investing activities

Acquisition of subsidiary, net of cash acquired – (175,648)

Net cash used in investing activities – (175,648)

Cash flows from financing activities

Proceeds from the issue of ordinary share capital – 464,469

Share issue costs – (26,202)

Debt issue costs – (5,145)

Equity dividends paid (8,942) –

Proceeds from new loan – 325,000

Net cash (used in)/obtained from financing activities (8,942) 758,122

Net (decrease)/increase in cash and cash equivalents (22,828) 22,829

Cash and cash equivalents at beginning of period 22,829 –

Cash and cash equivalents at end of period 1 22,829
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1. Significant accounting policies
The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these consolidated  
financial statements.

Summary of impact of Group restructuring and Initial Public Offering
On 17 March 2014, the entire issued share capital of the Company was admitted to the premium listing segment of the Official List maintained by the 
United Kingdom Financial Conduct Authority and to trading on the London Stock Exchange plc’s main market for listed securities (“Listing” or “IPO”).  
In preparation for the Company’s IPO the Group was restructured.

For the consolidated financial statements of the Group, prepared under IFRS, the principles of reverse acquisition accounting under IFRS 3 ”Business 
Combinations” have been applied for the comparative period ended 27 March 2014. The steps to restructure the Group had the effect of Pets at Home 
Group Plc being inserted as the new holding company of the Group above Pets at Home Lux S.a.r.l (“PAH Lux”). Holders of shares and Preferred Equity 
Certificates (PECs) in PAH Lux exchanged their PAH Lux shares and a portion of their PECs, for shares in Plc. PAH Lux was transferred out of the Group 
following Listing.

By applying the principles of reverse acquisition accounting, the Group is presented as if the Company has always owned PAH Lux and the Group’s 
subsidiaries. The comparative consolidated reserves of the Group are adjusted to reflect the statutory share capital, share premium and merger reserve 
of Plc as if it had always existed, adjusted for movements in the underlying PAH Lux share capital and reserves until the exchange of PAH Lux share 
capital and PECs for Plc shares. 

Full details of the reverse acquisition accounting applied were described in the financial statements for the 52 week period ended 27 March 2014.

1.1 Basis of preparation
The consolidated financial statements presented in this document have been prepared in accordance with International Financial Reporting Standards 
(IFRS) as adopted by the European Union. The Company’s financial statements have been prepared in accordance with IFRS as adopted by the European 
Union and as applied in accordance with the provisions of the Companies Act 2006. The Company has taken advantage of the exemption provided under 
section 408 of the Companies Act 2006 not to publish its individual income statement and related notes.

The financial statements are prepared under the historical cost convention, as modified by the revaluation of derivative financial instruments to fair value, 
and in accordance with those parts of the Companies Act 2006 applicable to companies reporting under IFRS as adopted by the European Union. New 
standards and interpretations issued by the International Accounting Standards Board (IASB) and the International Financial Reporting Interpretations 
Committee (IFRIC) becoming effective during the year have not had a material impact on the Group’s financial statements.

1.2 Measurement convention
The consolidated financial statements are prepared on the historical cost basis except that the following assets and liabilities are stated at their fair 
value: derivative financial instruments, financial instruments classified as fair value through the profit or loss or as available-for-sale. Non-current assets 
held for sale are stated at the lower of previous carrying amount and fair value less costs to sell.

1.3 Going concern
The Company’s business activities, together with the factors likely to affect its future development, performance and position are set out in the Strategic 
Report. The financial position of the Company, its cash flows, liquidity position and borrowing facilities are described in the Chief Financial Officer’s 
review. In addition, note 21 to the financial statements include the Company’s objectives, policies and processes for managing its capital; its financial 
risk management objectives; details of its financial instruments and hedging activities; and its exposures to credit risk and liquidity risk.

The Company has considerable financial resources and financing facilities and prepares detailed business plans that model headroom on financial 
covenants. 

The Directors believe the Group is well placed to manage its business risks successfully and therefore have a reasonable expectation that the Group 
have adequate resources to continue in operational existence for the foreseeable future. Accordingly, they continue to adopt the going concern basis  
in preparing the consolidated financial statements. 

1.4 Basis of consolidation
Subsidiaries
Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights to, variable returns from its 
involvement with the entity and has the ability to affect those returns through its power over the entity. In assessing control, the Group takes into 
consideration potential voting rights that are currently exercisable. The acquisition date is the date on which control is transferred to the acquirer.  
The financial statements of subsidiaries are included in the consolidated financial statements from the date that control commences until the date  
that control ceases. Losses applicable to the non-controlling interests in a subsidiary are allocated to the non-controlling interests even if doing  
so causes the non-controlling interests to have a deficit balance.
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Investment in veterinary practices
The Group has a number of non-participatory shareholdings in veterinary practice companies, which are accounted for as joint venture arrangements.  
The veterinary practices were established under terms that require mutual agreement between the Group and the joint venture partner, and that do not 
give the Group power over decision making to affect its exposure to, or the extent of, the returns from its involvement with the practices and therefore  
are not consolidated in these financial statements. Further, the Group is not entitled to profit, losses, or any surplus on winding up or disposal of the 
veterinary practices, and as such no participatory interest is recognised. 

1.5 Foreign currency
Transactions in foreign currencies are translated to the respective functional currencies of Group entities at the foreign exchange rate ruling at the  
date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are retranslated to the functional 
currency at the foreign exchange rate ruling at that date. Foreign exchange differences arising on translation are recognised in the income statement, 
except for differences arising on the retranslation of a financial liability designated as a hedge of the net investment in a foreign operation that is 
effective, or qualifying cash flow hedges, which are recognised directly in other comprehensive income. Non-monetary assets and liabilities that are 
measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the transaction. Non-monetary assets  
and liabilities denominated in foreign currencies that are stated at fair value are retranslated to the functional currency at foreign exchange rates ruling  
at the dates the fair value was determined.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation, are translated to the Group’s 
presentational currency, sterling, at foreign exchange rates ruling at the balance sheet date. The revenues and expenses of foreign operations are 
translated at an average rate for the period where this rate approximates to the foreign exchange rates ruling at the dates of the transactions. Exchange 
differences arising from this translation of foreign operations are reported as an item of other comprehensive income and accumulated in the translation 
reserve or non-controlling interest, as the case may be. 

Functional currency
The consolidated financial statements are presented in sterling which is the Company’s functional currency and have been rounded to the nearest 
thousand.

1.6 Classification of financial instruments issued by the Group
Following the adoption of IAS 32, financial instruments issued by the Group are treated as equity only to the extent that they meet the following  
two conditions: 

(a)  they include no contractual obligations upon the Company (or Group as the case may be) to deliver cash or other financial assets or to exchange 
financial assets or financial liabilities with another party under conditions that are potentially unfavourable to the Company (or Group); and 

(b)  where the instrument will or may be settled in the Company’s own equity instruments, it is either a non-derivative that includes no obligation  
to deliver a variable number of the Company’s own equity instruments or is a derivative that will be settled by the Company’s exchanging a fixed 
amount of cash or other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the instrument so classified takes the  
legal form of the Company’s own shares, the amounts presented in these financial statements for called up share capital exclude amounts in relation  
to those shares. 

1.7 Non-derivative financial instruments
Non-derivative financial instruments comprise investments in equity and debt securities, trade and other receivables, cash and cash equivalents,  
loans and borrowings, and trade and other payables.

Trade and other receivables
Trade and other receivables are recognised initially at fair value. Subsequent to initial recognition they are measured at amortised cost using the 
effective interest method, less any impairment losses.

Trade and other payables
Trade and other payables are recognised initially at fair value. Subsequent to initial recognition they are measured at amortised cost using the effective 
interest method.

Investments in debt and equity securities
Other investments in debt and equity securities held by the Group are classified as being available-for-sale and are stated at fair value, with any resultant 
gain or loss being recognised directly in equity (in the fair value reserve), except for impairment losses and, in the case of monetary items such as debt 
securities, foreign exchange gains and losses. When these investments are derecognised, the cumulative gain or loss previously recognised directly in 
equity is recognised in profit or loss. Where these investments are interest-bearing, interest calculated using the effective interest method is recognised 
in profit or loss.
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1. Significant accounting policies continued

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand and form an integral part of the 
Group’s cash management are included as a component of cash and cash equivalents for the purpose only of the cash flow statement.

Interest-bearing borrowings
Interest-bearing borrowings are recognised initially at fair value, net of attributable transaction costs. Subsequent to initial recognition, interest-bearing 
borrowings are stated at amortised cost using the effective interest method, less any impairment losses.

1.8 Derivative financial instruments and hedging
Derivative financial instruments
Derivative financial instruments are recognised at fair value. The gain or loss on re-measurement to fair value is recognised immediately in profit  
or loss. However, where derivatives qualify for hedge accounting, recognition of any resultant gain or loss depends on the nature of the item being 
hedged (see below).

Cash flow hedges
Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a recognised asset or liability, or a highly probable 
forecast transaction, the effective part of any gain or loss on the derivative financial instrument is recognised directly in the hedging reserve. Any 
ineffective portion of the hedge is recognised immediately in the income statement.

If a hedge of a forecast transaction subsequently results in the recognition of a financial asset or a financial liability, the associated gains and losses 
that were recognised directly in equity are reclassified into profit or loss in the same period or periods during which the asset acquired or liability 
assumed affects profit or loss, i.e. when interest income or expense is recognised.

For cash flow hedges, other than those covered by the preceding two policy statements, the associated cumulative gain or loss is removed from equity 
and recognised in the income statement in the same period or periods during which the hedged forecast transaction affects profit or loss.

When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the hedge relationship but the hedged 
forecast transaction is still expected to occur, the cumulative gain or loss at that point remains in equity and is recognised in accordance with the above 
policy when the transaction occurs. If the hedged transaction is no longer expected to take place, the cumulative unrealised gain or loss recognised  
in equity is recognised in the income statement immediately.

1.9 Intra-Group financial instruments
Financial guarantee contracts to guarantee the indebtedness of companies within the Group are considered to be insurance arrangements and 
accounted for as such. In this respect, the Group treats the guarantee contract as a contingent liability until such time as it becomes probable that  
a payment will be required under the guarantee.

1.10  Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses.

Where parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items of property, plant  
and equipment.

Depreciation is charged to the income statement on a straight-line basis over the estimated useful lives of each part of an item of property, plant  
and equipment. Land is not depreciated. The estimated useful lives are as follows:

Freehold property 50 years 
Motor vehicles 3 years
Fixtures, fittings, tools and equipment 3–10 years
Leasehold improvements the term of the lease

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date. 
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1.11  Business combinations
Business combinations are accounted for by applying the acquisition method as at the acquisition date, which is the date on which control is transferred 
to the Group. 

Acquisitions on or after 26 March 2010
For acquisitions on or after 26 March 2010, the Group measures goodwill at the acquisition date as:

• the fair value of the consideration transferred; plus 
• the recognised amount of any non-controlling interests in the acquiree; plus
• the fair value of the existing equity interest in the acquiree; less
• the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities assumed. 

When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss.

Costs related to the acquisition, other than those associated with the issue of debt or equity securities, are expensed as incurred.

Any contingent consideration payable is recognised at fair value at the acquisition date. If the contingent consideration is classified as equity, it is  
not re-measured and settlement is accounted for within equity. Otherwise, subsequent changes to the fair value of the contingent consideration are 
recognised in profit or loss.

On a transaction-by-transaction basis, the Group elects to measure non-controlling interests, which have both present ownership interests and are 
entitled to a proportionate share of net assets of the acquiree in the event of liquidation, either at its fair value or at its proportionate interest in the 
recognised amount of the identifiable net assets of the acquiree at the acquisition date. All other non-controlling interests are measured at their fair 
value at the acquisition date. 

Acquisitions prior to 26 March 2010 (date of adoption of IFRSs)
IFRS 1 grants certain exemptions from the full requirements of Adopted IFRSs for first time adopters. In respect of acquisitions prior to 26 March 2010, 
goodwill is included on the basis of its deemed cost.

1.12  Acquisitions and disposals of non-controlling interests
Acquisitions and disposals of non-controlling interests that do not result in a change of control are accounted for as transactions with owners in their 
capacity as owners and therefore no goodwill is recognised as a result of such transactions. The adjustments to non-controlling interests are based on  
a proportionate amount of the net assets of the subsidiary. Any difference between the price paid or received and the amount by which non-controlling 
interests are adjusted is recognised directly in equity and attributed to the owners of the parent.

1.13  Intangible assets and goodwill 
Goodwill
Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to cash-generating units and is not amortised but is tested 
annually for impairment. 

Other intangible assets
Expenditure on internally generated goodwill and brands is recognised in the income statement as an expense as incurred.

Other intangible assets that are acquired by the Group are stated at cost less accumulated amortisation and less accumulated impairment losses.

Amortisation
Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of intangible assets unless such lives are 
indefinite. Intangible assets with an indefinite useful life and goodwill are systematically tested for impairment at each balance sheet date. Other 
intangible assets are amortised from the date they are available for use. The estimated useful lives are as follows:

Computer Software  3–7 years

1.14  Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is based on the first-in first-out principle and includes expenditure incurred  
in acquiring the inventories, production or conversion costs and other costs in bringing them to their existing location and condition, less rebates  
and discounts.
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1. Significant accounting policies continued

1.15  Impairment excluding inventories, and deferred tax assets
Financial assets (including receivables)
A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether there is objective evidence  
that it is impaired. A financial asset is impaired if objective evidence indicates that a loss event has occurred after the initial recognition of the asset,  
and that the loss event had a negative effect on the estimated future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between its carrying amount and the 
present value of the estimated future cash flows discounted at the asset’s original effective interest rate. Interest on the impaired asset continues  
to be recognised through the unwinding of the discount. When a subsequent event causes the amount of impairment loss to decrease, the decrease  
in impairment loss is reversed through profit or loss.

Non-financial assets
The carrying amounts of the Group’s non-financial assets, other than inventories and deferred tax assets, are reviewed at each reporting date to 
determine whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated. For goodwill, 
and intangible assets that have indefinite useful lives or that are not yet available for use, the recoverable amount is estimated each period at the  
same time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to sell. In assessing value  
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments  
of the time value of money and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually are 
grouped together into the smallest group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows  
of other assets or groups of assets (the “cash-generating unit”). The goodwill acquired in a business combination, for the purpose of impairment testing, 
is allocated to cash-generating units, or (“CGU”). Subject to an operating segment ceiling test, for the purposes of goodwill impairment testing, CGUs  
to which goodwill has been allocated are aggregated so that the level at which impairment is tested reflects the lowest level at which goodwill is 
monitored for internal reporting purposes. Goodwill acquired in a business combination is allocated to groups of CGUs that are expected to benefit  
from the synergies of the combination.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount. Impairment losses are 
recognised in profit or loss. Impairment losses recognised in respect of CGUs are allocated first to reduce the carrying amount of any goodwill allocated 
to the units, and then to reduce the carrying amounts of the other assets in the unit (group of units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised in prior periods are assessed  
at each reporting date for any indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change  
in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does  
not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

1.16  Employee benefits
Defined contribution plans
A defined contribution plan is a post-employment benefit plan under which the Company pays fixed contributions into a separate entity and will have no 
legal or constructive obligation to pay further amounts. Obligations for contributions to defined contribution pension plans are recognised as an expense 
in the income statement in the periods during which services are rendered by employees. 

Short-term benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service is provided. A liability  
is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing plans if the Group has a present legal or constructive 
obligation to pay this amount as a result of past service provided by the employee and the obligation can be estimated reliably.

Share based payments
A number of employees of the Company’s subsidiaries (including Directors) receive an element of remuneration in the form of share based payments, 
whereby employees render services in exchange for shares or rights over shares.

Share based payments are measured at fair value at the date of grant. The fair value of transactions involving the granting of shares is determined  
by the share price at the date of grant. The fair value of transactions involving the granting of share options is calculated by an external valuer based  
on a binomial model. In valuing share based payments, no account is taken of any performance conditions, other than conditions linked to the price  
of the shares of Pets at Home Group Plc (‘market conditions’).
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The cost of share based payments is recognised, together with a corresponding increase in equity, on a straight-line basis over the vesting period based 
on the Company’s estimate of how many of the awards will eventually vest. No expense is recognised for awards that do not ultimately vest, except for 
awards where vesting is conditional upon a market condition, which are treated as vesting irrespective of whether or not the market condition is satisfied, 
provided that all other performance conditions are satisfied.

Where the terms of a share based payment award are modified, as a minimum, an expense is recognised as if the terms had not been modified.  
In addition, an expense is recognised for any increase in the value of the transaction as a result of the modification, as measured at the date of the 
modification.

Where a share based payment award is cancelled, it is treated as if it had vested on the date of cancellation and any expense not yet recognised for the 
award is recognised immediately. However, if a new award is substituted for the cancelled award, and designated as a replacement award on the date 
that it is granted, the cancelled and new awards are treated as if they were a modification to the original award, as described in the previous paragraph. 
The dilutive effect of outstanding options is reflected as additional share dilution in the computation of diluted earnings per share.

1.17  Provisions
A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of a past event, that can  
be reliably measured and it is probable that an outflow of economic benefits will be required to settle the obligation. Provisions are determined by 
discounting the expected future cash flows at a pre-tax rate that reflects risks specific to the liability.

1.18  Revenue and cost of sales
Revenue represents the total amount receivable for goods and services, net of discounts and excluding value added tax, sold in the ordinary course  
of business, and arises from activities in the United Kingdom. 

Revenue is recognised when significant risks and rewards of ownership have been transferred to the buyer, there is reasonable certainty over recovery  
of the consideration and the amount of revenue, associated costs and possible return of goods can be estimated reliably. Revenue is recognised when 
transactions are completed in store or online.

Sale of goods in store and online
Retail revenue from the sale of goods is recorded net of value added tax, colleague discounts, coupons and vouchers. Sale of goods represents food  
and accessories sold in store and online, with revenue recognised at the point of sale. 

Provision of services
Revenue from the provision of services is recorded net of value added tax, colleague discounts, coupons and vouchers. Provision of services represents 
veterinary group income, grooming revenue, and insurance commissions, with revenue recognised upon provision of the service.

(i) Veterinary group income
Veterinary group income represents revenue from the provision of veterinary services, and income from the provision of veterinary administrative support 
services. Revenue received for the provision of veterinary services is recognised at the point of provision of the service and is recognised net of value 
added tax, colleague discounts, coupons and vouchers. Fee income received from the joint venture veterinary practice companies for administrative 
support services is recognised in the period the services relate to and recorded net of value added tax. 

(ii) VIP loyalty scheme
Under the VIP loyalty scheme, points are earned by customers upon the purchase of goods and services. These points can be converted by nominated 
charities into gift cards for redemption against goods and services in store and online. The sales value of the points earned under the VIP scheme are 
treated as deferred income; the sales are only recognised once the points have been redeemed by the charities. 

(iii) Grooming revenue
Grooming revenue is recognised net of value added tax, colleague discounts, coupons and vouchers, at the point of provision of the service.

Cost of sales
Cost of sales includes costs of goods sold and other directly attributable costs and promotional income received from suppliers, including costs  
to deliver business services to joint venture veterinary practices and costs to deliver grooming services.

Exceptional items
Income or costs that are both material and non-recurring, whose significance is sufficient to warrant separate disclosure in the consolidated financial 
statements, are referred to as exceptional items. These are included and separately identified within their relevant income statement category. 
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1. Significant accounting policies continued

Supplier income
A number of different types of supplier income are negotiated with suppliers via the joint business planning process, in connection with the purchase  
of goods for resale. The supplier income arrangements typically are not co-terminus with the Group’s financial period, instead running alongside  
the calendar year. Such income is only recognised when there is reasonable certainty that the conditions for recognition have been met by the Group,  
and the income can be measured reliably based on the terms of the contract. This income is recognised as a credit within gross margin and, to the 
extent that the rebate relates to unsold stock purchases, as a reduction in the cost of inventory. Supplier income comprises three main elements:

1.  Fixed percentage based income: These relate largely to volumetric rebates based on the joint business plan agreements with suppliers. The  
income accrued is based on the Group’s latest forecast volumes and the latest contract agreed with the supplier. Income is not recognised until  
the Group has reasonable certainty that the joint business agreement will be fulfilled, with the amount of income accrued regularly re-assessed  
and re-measured throughout the contractual period, based on actual performance against the joint business plan. 

2.  Fixed lump sum income: These are typically guaranteed lump sum payments made by the supplier and are not based on volume. Fixed lump sum 
income is usually predicated on confirmation of a supplier contract and typically includes performance conditions upon the Group, such as marketing 
and promotional campaigns. These amounts are recognised periodically based on the most recent assessment of contractual performance. 

3.  Growth income: These are tiered volumetric rebates relating to growth targets agreed with the supplier in the joint business planning process.  
These are retrospective rebates based on sales volumes or purchased volumes. Income is recognised to the extent that it is reasonably certain  
that the conditions will be achieved, with such certainty increasing in the latter part of the calendar year.

Supplier income is recognised on an accruals basis, based on the expected entitlement that has been earned up to the balance sheet date for each 
relevant supplier contract. The accrued incentives, rebates and discounts receivable at year end are included within trade and other receivables. 

1.19  Expenses
Operating lease payments
Payments made under operating leases are recognised in the income statement on a straight-line basis over the term of the lease. Lease incentives 
received are recognised in the income statement over the term of the lease as an integral part of the total lease expense. 

Financing income and expenses
Financing expenses comprise interest payable under the effective interest rate method, incorporating amortisation of loan arrangement fees, finance 
charges on shares classified as liabilities and finance leases recognised in profit or loss using the effective interest method, unwinding of the discount 
on provisions, and net foreign exchange losses that are recognised in the income statement (see foreign currency accounting policy). Borrowing  
costs that are directly attributable to the acquisition, construction or production of an asset that takes a substantial time to be prepared for use,  
are capitalised as part of the cost of that asset. Financing income comprises interest receivable on funds invested, dividend income, and net foreign 
exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method. Dividend income is recognised in 
the income statement on the date the entity’s right to receive payments is established. Foreign currency gains and losses are reported on a net basis.

Other payables
Lease incentives are received in the form of cash contributions and rent free periods.

Cash contributions from landlords for store fit-outs are initially recognised as a liability in the balance sheet at the point the recognition criteria in the 
lease is met, and credited to selling and distribution expenses in the consolidated income statement on a straight-line basis over the term of the lease 
commencing from access date. Cash contributions are not discounted.

Rent free periods received from landlords are initially recognised as a liability on the balance sheet, which is then credited to the selling and distribution 
expenses in the consolidated income statement over the life of the lease. The effect is to recognise a reduction in selling and distribution expenses  
on a straight-line basis from property access date to the end of the lease. Rent-free periods are not discounted.

1.20  Taxation
Tax on the profit or loss for the period comprises current and deferred tax. Tax is recognised in the income statement except to the extent that it relates 
to items recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable or receivable on the taxable income or loss for the period, using tax rates enacted or substantively enacted  
at the balance sheet date, and any adjustment to tax payable in respect of previous periods.
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Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the 
amounts used for taxation purposes. The following temporary differences are not provided for: the initial recognition of goodwill; the initial recognition  
of assets or liabilities that affect neither accounting nor taxable profit other than in a business combination, and differences relating to investments  
in subsidiaries to the extent that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the expected 
manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance 
sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the temporary difference 
can be utilised. 

1.21  Adopted IFRS not yet applied 
The following Adopted IFRSs have been issued but have not been applied by the Group in these financial statements. Their adoption is not expected  
to have a material effect on the financial statements unless otherwise indicated:

• IFRS 9 Financial Instruments (European Union effective date 1 January 2018). 

• IFRS 14 Regulatory Deferral Accounts (European Union effective date 1 January 2016). 

• IFRS 15 Revenue from Contract with Customers (European Union effective date 1 January 2017). 

• Defined Benefit Plans: Employee Contributions – Amendments to IAS 19 (European Union effective date 1 January 2016). 

• Accounting for Acquisitions of Interests in Joint Operations – Amendments to IFRS 11  
(European Union effective date 1 January 2016). 

• Clarification of Acceptable Methods of Depreciation and Amortisation – Amendments to IAS 16 and IAS 38  
(European Union effective date 1 January 2016).

• Agriculture: Bearer Plants – Amendments to IAS 16 and IAS 41 (European Union effective date 1 January 2016). 

• Equity Method in Separate Financial Statements – Amendments to IAS 27 (European Union effective date 1 January 2016). 

• Sale or Contribution of Assets between and Investor and its Associate or Joint Venture – Amendments to IFRS 10 and IAS 28  
(European Union effective date 1 January 2016). 

1.22  Accounting estimates and judgements
The preparation of consolidated financial statements in conformity with IFRS requires management to make judgements, estimates and assumptions 
concerning the future that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses. These 
judgements are based on historical experience and management’s best knowledge at the time and the actual results may ultimately differ from these 
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis and revisions to accounting estimates are recognised in the period 
in which the estimates are revised and in any future periods affected. 

The estimates and assumptions that have significant risk of causing a material adjustment to the carrying value of assets and liabilities are  
discussed below.

Carrying value of inventories
The managers review the market value of and demand for its inventories on a periodic basis to ensure inventory is recorded in the financial statements 
at the lower of cost and net realisable value. Any provision for impairment is recorded against the carrying value of inventories. The managers use their 
knowledge of market conditions to assess future demand for the Group’s products and achievable selling prices.

Impairment of goodwill and other intangibles
Determining whether goodwill and other intangibles are impaired requires an estimation of the value in use of the cash-generating units to which  
goodwill and other intangible assets have been allocated. The value in use calculation requires estimation of future cash flows expected to arise from  
the cash-generating unit and a suitable discount rate in order to calculate present value. Details of CGUs as well as further information about the 
assumptions made are disclosed in note 10.

Assumptions relating to tax
The Group recognises expected assets for tax based on an estimation of the likely taxes receivable, which requires significant judgement as to the 
ultimate tax determination of certain items. Where the actual asset arising from these issues differs from these estimates, such differences will have  
an impact on income tax and deferred tax assets in the period when such determination is made.
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1. Significant accounting policies continued

Provisions
Provisions have been made for dilapidations and for closed stores. Information about provisions and contingencies, which are considered to have a risk 
of material adjustment in the next financial period due to the assumptions and estimations used, are disclosed in note 19. The provisions are based on 
historical experience and management’s best knowledge at the time and are reviewed at each balance sheet date. The actual costs and timing of future 
cash flows are dependent on future events. Any difference between expectations and the actual future liability will be accounted for in the period when 
such determination is made.

1.23  Dividends
Final dividends are recognised in the Group’s financial statements as a liability in the period in which the dividends are approved by shareholders such 
that the Company is obliged to pay the dividend. Interim equity dividends are recognised in the period in which they are paid.

2. Segmental reporting
The Directors consider there to be one operating and reportable segment, being that of the sale of pet products and services through retail outlets  
and the Group’s websites. 

The Group’s Board receives monthly financial information at this level and uses this information to monitor the performance of the store portfolio, allocate 
resources and make operational decisions. The internal reporting received focuses on the Group as a whole and does not identify individual segments.  
To increase transparency, the Group has decided to include an additional voluntary disclosure analysing revenue within the reportable segment.

Revenue

52 week period 
ended 

26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Food 359,377 327,101

Accessories 306,754 288,017

Services and other 62,955 50,277

729,086 665,395

The ‘services and other’ category includes veterinary group income, grooming revenue, insurance commissions, and the sale of pets.

The performance of the operating segment is primarily based on a measure of Earnings Before Interest, Tax, Depreciation, and Amortisation (EBITDA) 
before exceptional items, share based payment charges, and management charges. This can be reconciled to statutory operating profit as follows:

52 week period 
ended 

26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Operating profit 96,762 78,842

Exceptional items – 10,574

Underlying operating profit before share based payment and management charges 96,762 89,416

Share based payment charges 1,657 31

Management charges – 1,221

Underlying operating profit after share based payment and management charges 98,419 90,668

Depreciation and amortisation 22,838 19,990

Underlying Earnings Before Interest, Tax, Depreciation, and Amortisation (EBITDA) (before exceptional items) 121,257 110,658
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3. Expenses and auditor’s remuneration
Included in operating profit are the following:

52 week period 
ended 

26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Exceptional operating expenses – 10,574

Depreciation of tangible fixed assets 19,659 18,053

Amortisation of intangible assets 3,179 1,937

Rentals under operating leases:

 Hire of plant and machinery 3,648 2,843

 Property 66,474 61,903

Rental income from sublets (8,054) (5,952)

Loss on disposal of fixed assets – 77

There are no exceptional items included in operating profit in the 52 week period ended 26 March 2015. Exceptional items of £10,574,000 in the  
52 week period ended 27 March 2014 relate to costs associated with the Initial Public Offering of Pets at Home Group Plc shares on the London  
Stock Exchange on 17 March 2014 (£9,383,000), and costs associated with the integration of the Vets4Pets business into the Group (£2,308,000), 
offset by a credit relating to exceptional input VAT recovered (£1,117,000).

52 week period 
ended 

26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Audit of the parent company financial statements 10 10

Amounts receivable by the Company’s auditor and its associates in respect of:

Audit of financial statements of subsidiaries pursuant to legislation 146 147

Review of interim financial statements 35 –

Other services pursuant to such legislation – 3

Taxation compliance services 20 100

Other tax advisory services 56 –

Services relating to corporate finance transactions entered into by the Company or the Group – 1,238

All other services 9 417

276 1,915

Included within “all other services” for the 52 week period ended 27 March 2014 are auditor’s fees associated with the acquisition of Vets4Pets. 

Included within services relating to corporate finance transactions entered into by the Company or the Group for the 52 week period ended 27 March 
2014 are the fees associated with the Initial Public Offering.
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4. Colleague numbers and costs
The average number of persons employed (full time equivalents) by the Group (including Directors) during the period, analysed by category, was as follows: 

52 week period 
ended 

26 March 2015
Number

52 week period 
ended 

27 March 2014
Number

Sales and distribution 4,863 4,414

Administration 397 345

5,260 4,759

The aggregate payroll costs of these persons were as follows:

52 week period 
ended 

26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Wages and salaries 122,510 109,549

Social security costs 10,051 8,512

Contributions to defined contribution plans 3,984 2,866

136,545 120,927

Remuneration of Directors:

52 week period 
ended 

26 March 2015
£000

10 day period 
from 17 March 

2014 to 
27 March 2014(i)

£000

Executive Directors’ emoluments including social security costs 1,489 39

Non-Executive Directors’ emoluments including social security costs 550 38

Contributions to defined contribution plans 67 2

2,106 79

(i)   The comparative disclosure is presented for the period from Initial Public Offering on 17 March 2014 to 27 March 2014, consistently with the 
Remuneration Report.

In the opinion of the Board, the key management as defined under revised IAS 24 ‘Related Party Disclosures’ are the Executive Directors and  
Non-Executive Directors. 

Full disclosure of the Directors’ remuneration is given in the Remuneration Report on pages 86 to 103.
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5. Earnings per share
Basic earnings per share is calculated by dividing the net profit for the period attributable to ordinary shareholders by the weighted average number  
of ordinary shares outstanding during the period.

Diluted earnings per share is calculated by dividing the net profit for the period attributable to ordinary shareholders by the weighted average number of 
ordinary shares outstanding during the period plus the weighted average number of ordinary shares that would be issued on the conversion of all dilutive 
potential ordinary shares into ordinary shares.

52 week period ended 26 March 2015 52 week period ended 27 March 2014

Underlying 
Trading Exceptionals

After 
Exceptionals

Underlying
Trading Exceptionals

After 
Exceptionals

Profit attributable to equity shareholders  
of the parent (£000s)

67,876 4,295 72,171 38,565 (25,017) 13,548

Less PEC dividend transferred from  
retained earnings – – – (37,646) – (37,646)

67,876 4,295 72,171 919 (25,017) (24,098)

Basic weighted average number of shares 500,000,000 500,000,000 500,000,000 175,053,425 175,053,425 175,053,425

Dilutive potential ordinary shares 1,109,716 1,109,716 1,109,716 71,360 71,360 71,360

Diluted weighted average number of shares 501,109,716 501,109,716 501,109,716 175,124,785 175,124,785 175,124,785

Basic earnings per share 13.5p 0.9p 14.4p 0.5p (14.3p) (13.8p)

Diluted earnings per share 13.5p 0.9p 14.4p 0.5p (14.3p) (13.8p)

6. Finance expense
Recognised in the income statement

52 week period 
ended 

26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Bank loans at effective interest rate 10,367 36,176

Related party loan notes – 1,349

Other interest expense 2 22

Total underlying finance expense 10,369 37,547

Exceptional amortisation costs – 19,158

Total exceptional finance expense – 19,158

Total finance expense 10,369 56,705

Exceptional finance expenses in the 52 week period ended 27 March 2014 related to £19,158,000 of accelerated amortisation following the repayment 
of the senior bank facility of £567,926,000 in that period.
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7. Taxation
Recognised in the income statement

52 week period 
ended 

26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Current tax expense

Current period 15,307 7,840

Adjustments in respect of prior periods (5,065) 362

Current tax expense 10,242 8,202

Deferred tax expense

Origination and reversal of temporary differences 4,319 234

Reduction in tax rate – 28

Adjustments in respect of prior periods 233 493

Deferred tax expense 4,552 755

Total tax expense 14,794 8,957

The UK corporation tax standard rate for the period was 21% (2014: 23%). The March 2013 budget announced that the UK corporation tax rate  
will further reduce to 20% (effective from 1 April 2015). This reduction was substantively enacted on 2 July 2013. The deferred tax liability has been 
calculated based on the rate of 20% substantively enacted at the balance sheet date.

Deferred tax recognised in other comprehensive income

52 week period 
ended 

26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Effective portion of changes in fair value of cash flow hedges 303 159

Reconciliation of effective tax rate

52 week period 
ended 

26 March 2015
Underlying

£000

52 week period 
ended 

26 March 2015
Exceptional

£000

52 week period 
ended 

 26 March 2015
Total
£000

52 week period 
ended 

 27 March 2014
Total

£000

Profit for the period 67,876 4,295 72,171 13,548

Total tax expense 19,089 (4,295) 14,794 8,957

Profit excluding taxation 86,965 – 86,965 22,505

Tax using the UK corporation tax rate for the period of 21%  
(52 week period ended 27 March 2014: 23%)

18,263 – 18,263 5,177

Impact of reduction in tax rate on deferred tax balances (45) – (45) 28

Expenditure not eligible for tax relief 1,424 – 1,424 1,094

Non-deductible IPO costs – exceptional item – – – 2,055

Other 217 – 217 (251)

Adjustments in respect of prior periods (770) (4,295) (5,065) 854

Total tax expense 19,089 (4,295) 14,794 8,957

The UK corporation tax standard rate for the 52 week period ended 26 March 2015 was 21% (52 week period ended 27 March 2014: 23%).  
The effective tax rate before exceptional items for the 52 weeks to 26 March 2015 was 22%. The principal reason for the difference in rate relates  
to the non-deductibility of depreciation charged on some capital expenditure.

The exceptional tax credit of £4.3m included within the non-recurring exceptional items represents the release of a provision following agreement  
with HMRC in respect of interest on debt associated with the pre IPO structure. As part of the IPO process this debt was repaid. Overall this results  
in a total effective tax rate for the period of 17%.

Notes (forming part of the financial statements)
continued

128 Pets at Home Group Plc
Annual Report and Accounts 2015



8. Dividends paid and proposed

Group and Company

52 week period 
ended 

26 March 2015
£000

52 week period 
ended 

27 March 2014
£000

Declared and paid during the period

Interim dividend of 1.8p per share 8,942 –

Proposed for approval by shareholders at the AGM

Final dividend of 3.6p per share 17,932 –

The trustees of the following holdings of Pets at Home Group Plc shares under the Pets at Home Group Employee Benefit Trusts have waived or 
otherwise foregone any and all dividends paid in FY15 and to be paid at any time in the future (subject to the exceptions in the relevant trust deed)  
on its respective shares for the time being comprised in the Trust Funds as follows: Computershare Nominees (Channel Islands) Limited (holding at  
26 March 2015: 1,466,861 shares, holding at 27 March 2014: 1,472,148 shares), has waived its rights to all dividends; and Wealth Nominees Limited 
(holding at 26 March 2015: 434,056 shares, holding at 27 March 2014: 1,743,430 shares), has waived its rights to all dividends.

9. Property, plant and equipment 

Freehold
property

£000

Short
leasehold

property
£000

Fixtures,
fittings,

tools and
equipment

£000
Total

£000

Cost

Balance at 27 March 2014 2,508 32,830 101,858 137,196

Additions – 2,804 26,991 29,795

Disposals – (409) (1,270) (1,679)

Balance at 26 March 2015 2,508 35,225 127,579 165,312

Depreciation and impairment 

Balance at 27 March 2014 79 7,980 35,509 43,568

Depreciation charge for the period 39 2,276 17,344 19,659

Disposals – (278) (527) (805)

Balance at 26 March 2015 118 9,978 52,326 62,422

Net book value

At 27 March 2014 2,429 24,850 66,349 93,628

At 26 March 2015 2,390 25,247 75,253 102,890
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10. Intangible assets

Goodwill
£000

Software
£000

Total
£000

Cost

Balance at 27 March 2014 952,032 8,345 960,377

Additions – 3,453 3,453

Balance at 26 March 2015 952,032 11,798 963,830

Amortisation

Balance at 27 March 2014 – 5,139 5,139

Amortisation for the period – 3,179 3,179

Balance at 26 March 2015 – 8,318 8,318

Net book value

At 27 March 2014 952,032 3,206 955,238

At 26 March 2015 952,032 3,480 955,512

Amortisation and impairment charge
The amortisation charge is recognised in total in operating expenses within the income statement.

Impairment testing
Cash Generating Units (‘CGU’) within the Group are considered to be the body of stores including vet practices, and the Group’s websites as disclosed  
in note 2. The Group is deemed to have one overall group of CGUs as follows:

Goodwill

At 26 March 
2015
£000

At 27 March 
2014
£000

Pets at Home Group 952,032 952,032

The recoverable amount of the CGU group has been calculated with reference to its value in use. The key assumptions of this calculation are shown below:

At 26 March 
2015

At 27 March 
2014

Period on which management approved forecasts are based (years) 3 3

Growth rate applied beyond approved forecast period 3% 3%

Discount rate (pre-tax) 9% 8%

The goodwill is considered to have an indefinite useful economic life and the recoverable amount is determined based on “value-in-use” calculations. 
These calculations use a pre-tax cash flow projection based on a 3 year plan approved by the Board.

The key assumptions in this business plan are like for like sales growth, gross and operating profit margins. The forecast assumptions reflect continual 
innovation, our deep understanding of our customers and a detailed analysis of geographic opportunities that allow us to continue to grow. The 
projections are based on all available information and growth rates do not exceed growth rates achieved in prior periods. A different set of assumptions 
may be more appropriate in future years depending on changes in the macro-economic environment.

The discount rate was estimated based on past experience and industry average weighted average cost of capital. The Directors have assumed  
a growth rate projection beyond the 3 year period based on inflationary increases.

The total recoverable amount in respect of goodwill for the CGU group as assessed by the managers using the above assumptions is greater than  
the carrying amount and therefore no impairment charge has been booked in each period. The Directors consider that it is not reasonably possible  
for the assumptions to change so significantly as to eliminate the excess.
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11. Investments in subsidiaries
Company

Investment in 
subsidiaries

£000

At 27 March 2014 and 26 March 2015 936,179

Group
Details of the principal subsidiary undertakings are as follows:

Holding
Country of 

incorporation Principal activity
Class of

shares held

At 26 
March 
2015

%

At 27 
March 
2014

%

Pets at Home No.1 Limited Direct United Kingdom Investment holding company Ordinary 100 100

Pets at Home Holdings Limited Indirect United Kingdom Investment holding company Ordinary 100 100

Pets at Home Superstores Limited Indirect United Kingdom Investment holding company Ordinary 100 100

Pets at Home Limited Indirect United Kingdom Pet product retailing Ordinary 100 100

Pets at Home Financial Services Limited Indirect United Kingdom Asset leasing company Ordinary 100 100

Pets at Home (Asia) Limited Indirect Hong Kong Group global sourcing company Ordinary 100 100

Farm-Away Limited Indirect United Kingdom Investment holding company Ordinary 100 100

Ride-Away (York) Limited Indirect United Kingdom Equestrian product retailing Ordinary 100 100

PAH Pty Limited Indirect Australia Brand name holder Ordinary 100 100

Vets4Pets I.P. Limited Indirect Guernsey Support office services Ordinary 100 100

Companion Care (Services) Limited Indirect United Kingdom Veterinary services Ordinary 100 100

Vets4Pets Limited Indirect Guernsey Veterinary services Ordinary 100 100

Brand Development Limited Indirect Guernsey Support office services Ordinary 100 100

Pet Investments Ltd Indirect United Kingdom Veterinary services Ordinary 100 100

Vets4Pets Holdings Limited Indirect Guernsey Veterinary services Ordinary 100 100

Vets4Pets Services Limited Indirect United Kingdom Veterinary services Ordinary 100 100

Vets4Pets (Services) Limited Indirect United Kingdom Veterinary services Ordinary 100 100

Vets4Pets UK Limited Indirect United Kingdom Veterinary services Ordinary 100 100

Vets4Pets Veterinary Group Limited Indirect United Kingdom Veterinary services Ordinary 100 100

Les Boues Limited Indirect Jersey Investment holding company Ordinary 100 100

Pets at Home Vets Group Limited Indirect United Kingdom Investment holding company Ordinary 100 100

Companion Care Management Services Limited Indirect United Kingdom Support office services Ordinary 100 –

NWS (Holdings) limited Indirect United Kingdom Investment holding company Ordinary 100 –

Not included in the above list are 8 dormant entities in which Pets at Home Group Plc has a 100% indirect shareholding.

12. Inventories

At 26 March 
2015
£000

At 27 March 
2014
£000

Finished goods 48,474 46,116

The cost of inventories recognised as an expense and included in ‘cost of sales’ is £340,968,000 (period to 27 March 2014: £313,141,000). 

At 26 March 2015 the inventory provision amounted to £2,017,000 (at 27 March 2014: £2,029,000). 

In the 52 week period ended 26 March 2015, the value of inventory written off to the income statement amounted to £7,629,000 (52 week period ended 
27 March 2014: £6,140,000).
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13. Deferred tax assets and liabilities
Recognised deferred tax assets and liabilities 
Deferred tax assets and liabilities are attributable to the following:

At 26 March 2015 At 27 March 2014

Assets
£000 

Liabilities
£000

Total
£000

Assets
£000

Liabilities
£000

Total
£000

Property, plant and equipment – (1,545) (1,545) – (1,592) (1,592)

Inventories – – – – (13) (13)

Financial assets – (339) (339) – (133) (133)

Financial liabilities 126 – 126 223 – 223

Other 874 (3,926) (3,052) 3,439 (1,879) 1,560

Net tax (liabilities)/assets 1,000 (5,810) (4,810) 3,662 (3,617) 45

Movement in deferred tax during the period

27 March 2014
£000

Recognised
in income

£000

Recognised
in equity

£000
26 March 2015

£000

Property, plant and equipment (1,592) 47 – (1,545)

Inventories (13) 13 – –

Net financial assets 90 – (303) (213)

Other 1,560 (4,612) – (3,052)

45 (4,552) (303) (4,810)

Movement in deferred tax during the period

28 March 2013
£000

Recognised
in income

£000

Recognised
in equity

£000
27 March 2014

£000

Property, plant and equipment (1,993) 401 – (1,592)

Inventories (103) 90 – (13)

Financial assets 249 – (159) 90

Other 2,806 (1,246) – 1,560

959 (755) (159) 45

Company

27 March 2014
£000

Recognised
in income

£000

Recognised
in equity

£000
26 March 2015

£000

Financial assets – – 90 90

The rate used to calculate deferred tax assets and liabilities has been disclosed in note 7.

Notes (forming part of the financial statements)
continued

132 Pets at Home Group Plc
Annual Report and Accounts 2015



14. Other financial assets and liabilities

Group

At 26 March 
2015
£000

At 27 March 
2014
£000

Non-current assets

Investments in joint ventures 8,133 5,957

Interest rate swaps – 662

8,133 6,619

Investments are available for sale financial assets which represent the fair value of loans provided to, and non-equity share capital in, joint venture 
veterinary practice companies trading under the Companion Care and Vets4Pets brands, in which the Group’s share interest is non-participatory.  
These investments are classified as Available For Sale and accounted for as non-derivative financial assets at fair value.

Under the terms of the loans provided to veterinary practice companies trading under the Companion Care and Vets4Pets brands, no interest is charged 
and there is no set date for repayment of the loans due to the Group.

The share capital of the veterinary practice companies is split into either ‘A’ ordinary shares and ‘B’ ordinary shares, or preference shares and ordinary 
shares. Any operational decisions require the agreement of the joint venture partner. Under the terms of the agreements between the veterinary 
practices and Companion Care (Services) Limited, a subsidiary of the Group, the ‘B’ ordinary shares/ordinary shares which are held by Companion Care 
(Services) Limited, are not entitled to any profits, losses or dividends, or any surplus on winding up or disposal, although they are entitled to appoint 
directors to the board and carry the same shareholder voting rights as ‘A’ ordinary/preference shareholders. 

Under the terms of the agreements between the veterinary practices and Vets4Pets Limited, a subsidiary of the Group, the ‘B’ shares which are held  
by Vets4Pets Limited, are not entitled to any profits, losses or dividends and on winding up or other return of capital the holders of the ‘B’ shares are 
entitled (in priority to the holders of the ‘A’ shares) to receive £0.001 in respect of each ‘B’ share held but subject thereto, they are not entitled to receive 
any other return of capital which shall be applied for the holders of the A shares, they are entitled to appoint ‘B’ directors to the board and carry the 
same shareholder voting rights as ‘A’ shareholders. 

Group Company

At 26 March 
2015
£000

At 27 March 
2014
£000

At 26 March 
2015
£000

At 27 March 
2014
£000

Current assets

Financial assets held for trading: 

Forward exchange contracts 1,697 – – –

Group Company

At 26 March 
2015
£000

At 27 March 
2014
£000

At 26 March 
2015
£000

At 27 March 
2014
£000

Current liabilities

Financial liabilities held for trading:

Fuel forward contracts (179) – – –

Currency forward exchange contracts – (1,113) – –

Interest rate swaps (453) – (453) –

(632) (1,113) (453) –
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15. Trade and other receivables

Group Company

At 26 March 
2015
£000

At 27 March 
2014
£000

At 26 March 
2015
£000

At 27 March 
2014
£000

Trade receivables 10,036 5,761 – –

Other receivables 23,655 16,479 – –

Amounts owed by Group undertakings – – 562,653 565,441

Prepayments and accrued income 17,936 19,919 – –

Total 51,627 42,159 562,653 565,441

All balances are included within current assets.

16. Cash and cash equivalents

Group Company

At 26 March 
2015
£000

At 27 March 
2014
£000

At 26 March 
2015
£000

At 27 March 
2014
£000

Cash and cash equivalents 132,966 90,823 1 22,829

The cash and cash equivalents held by the Company at 27 March 2014 were utilised in the 52 week period ended 26 March 2015, as part of the 
settlement of IPO related creditors which were held on the balance sheet at 27 March 2014, as disclosed within the consolidated statement of cash flows.

17. Other interest-bearing loans and borrowings

Group Company

At 26 March 
2015
£000

At 27 March 
2014
£000

At 26 March 
2015
£000

At 27 March 
2014
£000

Non-current liabilities

Secured bank loans 315,674 319,855 315,674 319,855

Current liabilities

Current portion of secured bank loans 5,000 – 5,000 –

Total liabilities

Secured bank loans 320,674 319,855 320,674 319,855

Terms and debt repayment schedule 

Currency
Nominal  

interest rate
Year of

maturity

Face value
At 26 March 

2015
£000

Carrying amount
At 26 March 

2015
£000

Face value
At 27 March 

2014
£000

Carrying amount
At 27 March 

2014
£000

Senior Finance Bank Loans GBP LIBOR 
+2–2.25%

2019–2020 325,000 320,674 325,000 319,855

Face value represents the principal value of the Senior Finance Bank Loans. 

Interest-bearing borrowings are recognised initially at fair value, being the principal value of the loan, net of attributable transaction costs. Subsequent to 
initial recognition, interest-bearing borrowings are stated at a carrying value, which represents the amortised cost of the loans using the effective interest 
method, less any impairment losses.
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At 26 March 2015, the Group had an undrawn revolving credit facility of £29.6m (period to 27 March 2014: £27.0m) which was due to expire  
on 17 March 2019.

All bank borrowings are secured via fixed charges over the head office freehold property, the distribution centre leasehold property, and any plant  
and machinery owned by the Group, and also via a floating charge over the other assets of the Group. The senior bank loans bear interest at LIBOR  
plus a margin, which during the period varied between 2.00% and 2.25%, with the margin decreasing as the Group’s leverage (defined as total net debt  
to consolidated EBITDA) decreases. The senior bank loans were due for repayment at various dates up to 17 March 2020.

Subsequent to the period end, on 15 April 2015, the Group undertook a refinancing transaction. The details of this transaction are included in note 27.

The Pets at Home Group has entered into fixed rate interest rate swap agreements over a total of £239.8m of the senior facility borrowings at a fixed 
rate of 0.74% and a further fixed rate interest rate swap over a total of £77.1m at a fixed rate of 0.655% (at 27 March 2014: £291.8m of the senior 
facility borrowings at a fixed rate of 0.74% and £25.1m at a fixed rate of 0.655%). Both swaps expire on 30 March 2016. The hedges are structured  
to hedge at least 70% of the outstanding debt.

The analysis of repayments on the combined loans is as follows:

At 26 March 
2015
£000

At 27 March 
2014
£000

Within one year or repayable on demand 5,000 –

Between one and two years 12,500 5,000

Between two and five years 307,500 85,000

After five years – 235,000

325,000 325,000

The combined loans at 26 March 2015 and 27 March 2014 are held by the Company.

Analysis of changes in net debt

At 27 March 
2014
£000

Cash flow
£000

Non-cash 
movement

£000

At 26 March 
2015
£000

Cash and cash equivalents 90,823 42,143 – 132,966

Debt due within one year at face value – – (5,000) (5,000)

Debt due after one year at face value (325,000) – 5,000 (320,000)

Net debt (234,177) 42,143 – (192,034)

18. Trade and other payables

Group Company

At 26 March 
2015
£000

At 27 March 
2014
£000

At 26 March 
2015
£000

At 27 March 
2014
£000

Current

Trade payables 77,737 79,005 – –

Accruals and deferred income 45,054 49,898 1,343 14,797

Other payables including tax & social security 16,897 17,245 – –

Corporation tax 5,066 3,399 – –

144,754 149,547 1,343 14,797

Non-current

Other payables 31,483 31,068 – –

Included within accruals and deferred income of the Company at 27 March 2014 were £14,797,000 of payables in relation to the IPO. A further 
£10,387,000 of IPO related payables were held within trade payables of the Group. The IPO related payables were settled in full within the 52 week 
period ended 26 March 2015, as disclosed within the consolidated statement of cash flows.
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19. Provisions

Dilapidation
provision

£000

Closed stores
provision

£000
Total

£000

Balance at 27 March 2014 930 1,366 2,296

Provisions made during the period 119 117 236

Provisions used during the period (141) (320) (461)

Balance at 26 March 2015 908 1,163 2,071

At 26 March 
2015
£000

At 27 March 
2014
£000

Current 365 461

Non-current 1,706 1,835

2,071 2,296

The closed stores provision relates to the rent and rates payable on sub-let or vacant stores. A provision is made where the rent receivable on the 
properties is less than the rent payable, or where management consider there to be a risk on the sublet. The timing of the utilisation of the above 
provisions is variable dependent upon the lease expiry dates of the properties concerned, which vary between 10 to 15 years. Market conditions  
have a significant impact and hence the assumptions on future cash flows are reviewed regularly and revisions to the provision made where necessary.

The Company did not hold any provisions at 26 March 2015 or 27 March 2014.

20. Capital and reserves
Group
Share capital

Share capital
Number

Share capital
£000

Share premium
£000

Additional  
paid in capital

£000

At 29 March 2013 165,906,965 1,659 291,492 612,680

Interest accrued on additional paid in capital – – – 37,646

Issue of 334,093,035 Ordinary shares of £0.01 each 334,093,035 3,341 815,187 (344,321)

Share issue costs – – (26,202) –

Redemption of additional paid in capital – – – (306,005)

At 27 March 2014 500,000,000 5,000 1,080,477 –

Reduction of share premium – – (1,080,477) –

At 26 March 2015 500,000,000 5,000 – –
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Company

Share Capital
26 March 

2015

Share Premium
26 March 

2015

At beginning of period 5,000 1,080,477

Reduction of share premium – (1,080,477)

On issue at period end 5,000 –

Share Capital
27 March 

2014

Share Premium
27 March 

2014

At beginning of period – –

Issue of 500,000,000 ordinary shares of £0.01 each 5,000 1,106,679

Share issue costs – (26,202)

On issue at period end 5,000 –

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at meetings  
of the Company.

Additional paid in capital
The additional paid in capital, which was fully redeemed in the 52 week period ended 27 March 2014, represented Preferred Equity Certificates  
(“PECs”) issued by PAH Lux S.a.r.l. and was equal to the nominal value plus accrued return. 

As part of the Initial Public Offering, the PECs were either exchanged for shares in Pets at Home Group Plc or ultimately exchanged for cash.

As part of the Initial Public Offering transaction on 17 March 2014, £344.3m of PEC certificates and associated outstanding coupon were exchanged for 
140,539,184 shares in the Company at a fair value of £2.45 per share. The remaining £175.6m of PEC certificates issued together with the associated 
outstanding coupon were redeemed for cash. 

Translation reserve
The translation reserve comprises all foreign exchange differences arising since 21 November 2011, the date of incorporation of Pets at Home Asia Ltd 
where the functional currency differs from that of the rest of the Group.

Cash flow hedging reserve
The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging instruments related to hedged 
transactions that have not yet occurred.
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20. Capital and reserves continued

Other comprehensive income
26 March 2015

Translation 
reserve

£000

Cash flow 
hedging reserve

£000

Total other
comprehensive

income
£000

Other comprehensive income (4) – (4)

Cash flow hedges – reclassified to profit and loss – 1,113 1,113

Effective portion of changes in fair value of cash flow hedges – 403 403

Deferred tax on changes in fair value of cash flow hedges – (303) (303)

Total other comprehensive income (4) 1,213 1,209

27 March 2014

Translation 
reserve

£000

Cash flow 
hedging reserve

£000

Total other
comprehensive

income
£000

Other comprehensive income 5 – 5

Cash flow hedges – reclassified to profit and loss – (811) (811)

Effective portion of changes in fair value of cash flow hedges – 1,442 1,442

Deferred tax on changes in fair value of cash flow hedges – (159) (159)

Total other comprehensive income 5 472 477

21. Financial instruments
Financial risk management
The Pets at Home Group’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate risk and cash flow 
interest rate risk), credit risk and liquidity risk.

Risk management framework
Risk management in respect of financial risk is carried out by the Pets at Home Group Treasury department under policies approved by the Board of 
Directors. The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk management framework. The Board 
provides written principals, through its Group Treasury Policy, for overall risk management, as well as written policies covering specific areas, such  
as foreign exchange risk, interest rate risk, credit risk, use of derivative financial instruments and non-derivative financial instruments, and investment  
of excess liquidity. 

The main objectives of the Pets at Home Group Treasury department are:

• To ensure shareholder and management expectations are managed on cash flow and earnings volatility resulting from financial market movements

• To protect the expected cash flow and earnings from interest rate and foreign exchange fluctuations to within parameters acceptable to the Board 
and shareholders

• To control banking costs and service levels

Market risk
(i) Foreign currency risk
The Pets at Home Group sources a significant level of purchases in foreign currency, in excess of $50 million US dollars each financial year, and monitors 
its foreign currency requirements through short, medium and long term cash forecasting. The value of purchases in US dollars has increased significantly 
over the last three years and the risk management policy has changed in line with this increased risk. 

At 26 March 2015, the Pets at Home Group’s policy is to hedge between 75% and 90% of the forecasted foreign exchange transactions on a rolling  
10 to 12 month basis, using foreign currency bank accounts and forward foreign exchange contracts. The transactions are deemed to be ‘highly probable’ 
and are based on historical knowledge and forecasted purchase and sales projections. 
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The Group’s exposure to foreign currency risk is as follows. This is based on the carrying amount for monetary financial instruments, except for 
derivatives which are based on notional amounts.

The Company does not have exposure to foreign currency risk.

26 March 2015

Euro
£000

US Dollar
£000

HKD
£000

Total
£000

Cash and cash equivalents 293 2,523 2 2,818

Trade payables (446) (5,178) – (5,624)

Forward exchange contracts (120) 1,817 – 1,697

Balance sheet exposure (273) (838) 2 (1,109)

27 March 2014

Euro
£000

US Dollar
£000

HKD
£000

Total
£000

Cash and cash equivalents 18 3,012 2 3,032

Trade payables (186) (3,271) – (3,457)

Forward exchange contracts (22) (1,091) – (1,113)

Balance sheet exposure (190) (1,350) 2 (1,538)

Sensitivity analysis
A 5% percent weakening of the following currencies against the pound sterling at the period end date in both years would have increased/(decreased) 
profit or loss or equity by the amounts shown below. This calculation assumes that the change occurred at the balance sheet date and had been applied 
to risk exposures existing at that date. 

This analysis assumes that all other variables, in particular other exchange rates and interest rates, remain constant.

Equity Profit or loss

26 March 2015
£000

27 March 2014
£000

26 March 2015
£000

27 March 2014
£000

$ (91) 55 133 13

€ 6 1 (8) 8

A 5% percent strengthening of the above currencies against the pound sterling in any period would have had the equal but opposite effect on the above 
currencies to the amounts shown above, on the basis that all other variables remain constant.

(ii) Interest rate risk
Cash flow and fair value interest rate risk
The Pets at Home Group’s interest rate risk arises from long-term borrowings. As at 26 March 2015 the Group had a drawn down senior facility  
with a face value totalling £325.0m and an undrawn revolving credit facility of £29.6m, which expires on 17 March 2019. The Pets at Home Group’s 
borrowings as at 26 March 2015 incur interest at varying rates between 2.00% and 2.25% plus LIBOR, which exposes the Group to cash flow interest 
rate risk. The analysis of loan repayments is detailed in note 17.

The Pets at Home Group’s policy, with regard to interest rate risk, is to hedge the appropriate level of borrowings by entering into fixed rate agreements. 
The Pets at Home Group has entered into fixed rate interest rate swap agreements over a total of £239.8m of the senior facility borrowings at the 
balance sheet date at a fixed rate of 0.74%, and a further fixed rate interest rate swap was taken out over a total of £77.1m at the balance sheet date  
at a fixed rate of 0.655%. Both swaps expire on 30 March 2016. The hedges are structured to hedge at least 70% of the outstanding debt.
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21. Financial instruments continued

Profile
At the balance sheet date the interest rate profile of the Group’s interest-bearing financial instruments was:

Group Company

Book value
At 26 March 

2015
£000

Book value
At 27 March 

2014
£000

Book value 
At 26 March 

2015
£000

Book value 
At 27 March 

2014
£000

Fixed rate instruments

Financial liabilities 316,875 316,900 316,875 316,900

Variable rate instruments

Financial liabilities 3,799 2,955 3,799 2,955

Total financial liabilities 320,674 319,855 320,674 319,855

All loans bear a variable rate of interest based on LIBOR. Pets at Home Group policy is to hedge at least 70% of the loan to ensure a fixed rate. Therefore, 
designated above is the portion of the loan hedged by a fixed rate interest rate swap and the remaining un-hedged portion is designated as variable rate.

Sensitivity analysis 
A change of 50 basis points in interest rates at the period end date would have increased/(decreased) equity and profit or loss by the amounts shown 
below. This calculation assumes that the change occurred at the balance sheet date and had been applied to risk exposures existing at that date.

This analysis assumes that all other variables, in particular foreign currency rates, remain constant and considers the effect of financial instruments  
with variable interest rates, financial instrument at fair value through profit or loss or available for sale with fixed interest rates and the fixed rate element 
of interest rate swaps. The analysis is performed on the same basis for comparative period.

At 26 March 
2015
£000

At 27 March 
2014
£000

Equity

Increase 1,584 1,584

Decrease (1,584) (1,584)

Profit or loss

Increase 19 1

Decrease (19) (1)

Credit risk
Financial risk management 
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its contractual obligations,  
and arises principally from the Group’s receivables from customers and investment securities.

Credit risk also arises from cash and cash equivalents, derivative financial instruments and deposits with banks and financial institutions. The Group 
ensures that the banks used for the financing of the loan facilities and interest rate swap agreements held an acceptable risk rating by independent parties. 

The Group has in place certain guarantees over the bank loans taken out by a number of veterinary practice companies in which it holds an investment. 
Further details of these guarantees are disclosed in note 25. The performance of the veterinary practice companies is reviewed on an ongoing basis.

Exposure to credit risk
The Group’s maximum exposure to credit risk being the carrying amount of financial assets is summarised in the table within the fair values  
section below.
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Liquidity risk 
Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. 

Management prepares and monitors rolling forecasts of the Group’s cash balances based on expected cash flows to ensure, as far as possible, that it 
will have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions without risking damage to the Group’s reputation. 
Covenants are monitored on a regular basis to ensure there is no risk or breach which would lead to an ‘Event of Default’ and compliance certificates  
are issued as required to the syndicate agent.

The following are the contractual maturities of financial liabilities, including estimated interest payments:

Group
26 March 2015

Carrying
amount

£000

Contractual 
cash flows

£000

 1 year
or less
£000

1 to
 <2years

£000

2 to
 <5years

£000

5 years
 and over

£000

Non-derivative financial liabilities

Secured bank loans (note 17) 320,674 350,763 12,844 19,313 318,606 –

Trade payables (note 18) 77,737 77,737 77,737 – – –

Derivative financial liabilities 

Forward exchange contracts used for hedging:

Outflow (note 14) – – – – – –

Interest rate swaps used for hedging:

Outflow (note 14) 453 453 453 – – –

Fuel forward contracts:

Outflow (note 14) 179 179 179 – – –

399,043 429,132 91,213 19,313 318,606 –

27 March 2014

Carrying
amount

£000

Contractual 
cash flows

£000

 1 year
or less
£000

1 to
 <2years

£000

2 to
 <5years

£000

5 years
 and over

£000

Non-derivative financial liabilities

Secured bank loans (note 17) 319,855 372,310 8,653 13,595 108,643 241,419

Trade payables (note 18) 79,005 79,005 79,005 – – –

Derivative financial liabilities 

Forward exchange contracts used for hedging:

Outflow (note 14) 1,113 1,113 1,113 – – –

Interest rate swaps used for hedging:

Outflow (note 14) – – – – – –

Fuel forward contracts:

Outflow (note 14) – – – – – –

399,973 452,428 88,771 13,595 108,643 241,419

Subsequent to the period end, on 15 April 2015 the Group has undertaken a refinancing transaction. The details of this transaction are included  
in note 27.
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21. Financial instruments continued

The following are the contractual maturities of financial liabilities, including estimated interest payments: 

Company
26 March 2015

Carrying
amount

£000

Contractual 
cash flows

£000

 1 year
or less
£000

1 to
 <2years

£000

2 to
 <5years

£000

5 years
 and over

£000

Non-derivative financial liabilities

Secured bank loans (note 17) 320,674 350,763 12,844 19,313 318,606 –

Derivative financial liabilities

Interest rate swaps (note 14) 453 453 453 – – –

321,127 351,216 13,297 19,313 318,606 –

27 March 2014

Carrying
amount

£000

Contractual 
cash flows

£000

 1 year
or less
£000

1 to
 <2years

£000

2 to
 <5years

£000

5 years
 and over

£000

Non-derivative financial liabilities

Secured bank loans (note 17) 319,855 372,310 8,653 13,595 108,643 241,419

Derivative financial liabilities

Interest rate swaps (note 14) – – – – – –

319,855 372,310 8,653 13,595 108,643 241,419

Subsequent to the period end, on 15 April 2015 the Company has undertaken a refinancing transaction. The details of this transaction are included  
in note 27.
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Cash flow hedges 
The following table indicates the periods in which the cash flows associated with cash flow hedging instruments are expected to occur and to affect  
profit or loss:

Group
26 March 2015

Carrying
amount

£000

Expected  
cash flows

£000

 1 year
or less
£000

1 to
 <2years

£000

2 to
 <5years

£000

5 years
 and over

£000

Interest rate swaps:

Assets (note 14) – – – – – –

Liabilities (note 14) (453) (453) (453) – – –

Forward exchange contracts:

Assets (note 14) 1,817 1,817 1,817 – – –

Liabilities (note 14) (120) (120) (120) – – –

Fuel forward contracts:

Liabilities (note 14) (179) (179) (179) – – –

1,065 1,065 1,065 – – –

27 March 2014

Carrying
amount

£000

Expected 
cash flows

£000

 1 year
or less
£000

1 to
 <2years

£000

2 to
 <5years

£000

5 years
 and over

£000

Interest rate swaps:

Assets (note 14) 662 890 (354) 1,244 – –

Liabilities (note 14) – – – – – –

Forward exchange contracts:

Assets (note 14) – – – – – –

Liabilities (note 14) (1,113) (1,113) (1,113) – – –

Fuel forward contracts:

Liabilities (note 14) – – – – – –

(451) (223) (1,467) 1,244 – –
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21. Financial instruments continued

Company
26 March 2015

Carrying
amount

£000

Expected 
cash flows

£000

 1 year
or less
£000

1 to
 <2years

£000

2 to
 <5years

£000

5 years
 and over

£000

Interest rate swaps:

Assets (note 14) – – – – – –

Liabilities (note 14) (453) (453) (453) – – –

(453) (453) (453) – – –

27 March 2014

Carrying
amount

£000

Expected 
cash flows

£000

 1 year
or less
£000

1 to
 <2years

£000

2 to
 <5years

£000

5 years
 and over

£000

Interest rate swaps:

Assets (note 14) 662 890 (354) 1,244 – –

Liabilities (note 14) – – – – – –

– – – – – –

Fair values of financial instruments
Investments
The fair value of investments are considered to be their carrying value as the impact of discounting future cash flows has been assessed as not material 
and the investment is non-participatory.

Trade and other payables and receivables
The fair value of these items are considered to be their carrying value as the impact of discounting future cash flows has been assessed as not material.

Cash and cash equivalents
The fair value of cash and cash equivalents is estimated as its carrying amount where the cash is repayable on demand. Where it is not repayable  
on demand (such as term deposits), then the fair value is estimated at the present value of future cash flows, discounted at the market rate of interest  
at the balance sheet date.

Long-term and short-term borrowings 
The fair value of bank loans and other loans approximates its carrying value as it has an interest rate based on LIBOR.

Short-term deposits
The fair value of short term deposits is considered to be the carrying value as the balances are held in floating rate accounts where the interest rate  
is reset to market rates.

Derivative financial instruments
The fair value of interest rate swap contracts and forward exchange contracts are calculated by management based on external valuations received  
from the Group’s bankers and is based on forward exchange rates and anticipated future interest yield respectively.
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Fair values
The fair values of all financial assets and financial liabilities by class together with their carrying amounts shown in the balance sheet are as follows:

26 March 2015 27 March 2014

Carrying 
amount

£000

Fair 
value
£000

Carrying 
amount

£000

Fair 
value
£000

Financial assets held for trading (including all derivatives)

Forward exchange contracts (note 14) 1,697 1,697 – –

Interest rate swaps (note 14) – – 662 662

Available for sale financial assets 

Investment in non-equity share capital and loans (note 14) 8,133 8,133 5,957 5,957

Total financial assets at fair value through profit or loss 9,830 9,830 6,619 6,619

Loans and receivables

Cash and cash equivalents (note 16) 132,966 132,966 90,823 90,823

Trade and other receivables (note 15) 51,627 51,627 42,159 42,159

Total loans and receivables 184,593 184,593 132,982 132,982

Total financial assets 194,423 194,423 139,601 139,601

Financial liabilities held for trading (including all derivatives)

Forward exchange contracts (note 14) – – (1,113) (1,113)

Interest rate swaps (note 14) (453) (453) – –

Fuel forward contracts (note 14) (179) (179) – –

Total financial liabilities at fair value through profit or loss (632) (632) (1,113) (1,113)

Financial liabilities measured at amortised cost

Other interest-bearing loans and borrowings (note 17) (320,674) (320,674) (319,855) (319,855)

Trade and other payables (note 18) (176,237) (176,237) (180,615) (180,615)

Total financial liabilities measured at amortised cost (496,911) (496,911) (500,470) (500,470)

Total financial liabilities (497,543) (497,543) (501,583) (501,583)

Total financial instruments (303,120) (303,120) (361,982) (361,982)
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21. Financial instruments continued

Company

26 March 2015 27 March 2014

Carrying 
amount

£000

Fair 
value
£000

Carrying 
amount

£000

Fair 
value
£000

Financial assets held for trading (including all derivatives) 

Interest rate swaps (note 14) – – 662 662

Total financial assets at fair value through profit or loss – – 662 662

Loans and receivables

Cash and cash equivalents (note 16) 1 1 22,829 22,829

Trade and other receivables (note 15) 562,653 562,653 565,441 565,441

Total loans and receivables 562,654 562,654 588,270 588,270

Total financial assets 562,654 562,654 588,932 588,932

Financial assets held for trading (including all derivatives) 

Interest rate swaps (note 14) (453) (453) – –

Total financial assets at fair value through profit or loss (453) (453) – –

Financial liabilities measured at amortised cost

Other interest-bearing loans and borrowings (note 17) (320,674) (320,674) (319,855) (319,855)

Trade and other payables (note 18) (1,343) (1,343) (14,797) (14,797)

Total financial liabilities (322,017) (322,017) (334,652) (334,652)

Total financial instruments 240,637 240,637 254,280 254,280
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Fair value hierarchy
The table below analyses financial instruments measured at fair value, into a fair value hierarchy based on the valuation technique used to determine  
fair value. 

• Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

• Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (i.e., as prices)  
or indirectly (i.e., derived from prices).

• Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

Group
26 March 2015

Level 1
£000

Level 2
£000

Level 3
£000

Total
£000

Available for sale financial assets

Investments – – 8,133 8,133

Derivative financial assets

Forward rate contracts – 1,697 – 1,697

Derivative financial liabilities

Interest rate swaps – (453) – (453)

Fuel forward contracts – (179) – (179)

27 March 2014

Level 1
£000

Level 2
£000

Level 3
£000

Total
£000

Available for sale financial assets

Investment in equity securities – – 5,957 5,957

Derivative financial liabilities

Forward rate contracts – (1,113) – (1,113)

Derivative financial assets

Interest rate swaps – 662 – 662

Company
26 March 2015

Level 1
£000

Level 2
£000

Level 3
£000

Total
£000

Derivative financial liabilities

Interest rate swaps – (453) – (453)

27 March 2014

Level 1
£000

Level 2
£000

Level 3
£000

Total
£000

Derivative financial assets

Interest rate swaps – 662 – 662
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21. Financial instruments continued

Capital management
The Group’s objectives when managing capital, which is deemed to be total equity plus total debt, are to safeguard the Group’s ability to continue as  
a going concern in order to provide returns for shareholders and benefits for other stakeholders, through the optimisation of the debt and equity balance, 
and to maintain a strong credit rating and headroom on financial covenants. The Group manages its capital structure and makes appropriate decisions  
in light of the current economic conditions and strategic objectives of the Group.

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain future development  
of the business. 

During the period the Group de-levered as part of the Initial Public Offering process, which brought the Group’s leverage into a position commensurate 
with the public market.

The funding requirements of the Group are met by the utilisation of external borrowings together with available cash, as detailed in note 17.

A key objective of the Group’s capital management is to maintain compliance with the covenants set out in the senior loan agreement and to maintain 
comfortable headroom over and above these requirements. 

Management have continued to measure and monitor covenant compliance throughout the period and the Group has complied with the  
requirements set.

22. Share based payments
At 26 March 2015, the Group has four share award plans, all of which are equity settled schemes.

1. The Co-Invest Plan (CIP)
On 25 February 2014 the Company adopted the Co-Invest Plan (CIP). Matching awards under the CIP (as described in section 1(b) below) were made  
on 17 March 2014 to Executive Directors and the Senior Executives by reference to corresponding investment pledges by those colleagues. 

These matching awards will vest over a period of three years subject to the satisfaction of performance conditions and once vested as to performance, 
will become exercisable in equal one-third tranches in years three, four and five subject to continued employment with the Group. These awards were 
granted at nil cost.

(a) Eligibility
Only the Executive Directors, the Senior Executives and certain other senior colleagues have been selected to participate in the CIP. 

(b) Type of awards
Colleagues are invited to participate in the CIP by making an ‘investment’ or ‘pledge’ of their own Shares (the “Co-Invest Shares”), which can include 
existing, locked-in Shares or new Shares acquired with cash, in return for a nil cost-matching award over Shares (the “Matching Award”). 

Matching Awards will be granted by reference to a ratio not exceeding one matched Share for every Co-Invest Share ‘pledged’. Matching Awards under 
the CIP will not form part of a participant’s pensionable earnings and are not transferable other than on death.

(c) Individual limits
The Executive Directors and the Senior Executives will pledge Co-Invest Shares with a market value equal to 2.5 times their annual salary. Other senior 
colleagues who elect to participate in the CIP will pledge Co-Invest Shares with a market value equal to a limit specified by the Remuneration Committee, 
but not exceeding one times their annual salary.
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(d) Performance, vesting and performance adjustment
The Matching Awards granted on 17 March 2014 vest subject to the satisfaction of the performance conditions outlined below. To the extent that any 
future awards are granted, different conditions may apply (in the absolute discretion of the Remuneration Committee).

The performance conditions are as follows: 

• 75% of the Matching Award will be subject to the CAGR in the Company’s earnings per share (“EPS”) over three financial years, namely FY15,  
FY16 and FY17 (together the “Performance Period”) (which, for the avoidance of doubt, ends on 31 March 2017). If the CAGR in the Company’s  
EPS is 10%, then 10% of the total Matching Award will vest. If the CAGR in the Company’s EPS is 17.5% or more, then 75% of the total Matching 
Award will vest. Vesting will be on a straight line basis between these two points. For the avoidance of doubt, if the CAGR in EPS is less than  
10% over the Performance Period then the amount of the Matching Award which will vest under this EPS performance condition will be nil.

• 25% of the total Matching Award will be subject to the Company’s total shareholder return (“TSR”) as compared to the UK General Retail Index  
over the Performance Period. Vesting of 6.25% of the total Matching Award will occur for median performance. Vesting of the maximum 25% of  
the total Matching Award will occur for upper quartile performance or above. Vesting will occur on a straight line basis between these two points.  
If the Company’s TSR performance over the Performance Period is below median, then the amount of the Matching Award which will vest under  
this TSR performance condition will be nil.

• To the extent vested as to performance, Matching Awards will become exercisable in three equal amounts on the third, fourth and fifth anniversary 
of 17 March 2014, but subject to continued employment with the Group.

2. CSOP
On 25 February 2014 the Company adopted the CSOP. Part I of the CSOP will be tax approved under Schedule 4 to the Income Tax (Earnings  
and Pensions) Act 2003 and provides for the grant of tax approved options. Part II of the CSOP provides for the grant of unapproved options. 

The tax approved options under Part I of the CSOP were granted on 9 April 2014. These options will be exercisable between the third and tenth 
anniversary of the date of grant, subject to continued employment with the Group. These awards will be granted with an exercise price equal to the 
market value of the Shares at the grant date (as agreed with HMRC).

(a) Eligibility
All colleagues, including the Executive Directors and Senior Executives, are eligible to participate in the CSOP, at the discretion of the Remuneration 
Committee.

(b) Grant of options
No options may be granted more than ten years after the adoption of the CSOP. Options under the CSOP will not form part of a colleague’s pensionable 
earnings.

(c) Vesting and performance
Colleagues who receive options under the CSOP and under the PSP in connection with Admission will be subject to the same performance conditions 
described in Section 1 (d) above in respect of both grants. Colleagues who only receive options under the CSOP in connection with Admission will not  
be subject to performance conditions.

(d) Exercise price
The price at which an option holder may acquire Shares on the exercise of an option shall be determined by the Board but shall not be less than the 
greater of market value of a Share at the time of grant and its nominal value.

(e) Individual limits
No option may be granted to an eligible colleague under Part I of the CSOP which would result in the aggregate exercise prices of Shares comprised  
in all outstanding options granted to him/her under Part I, when aggregated with outstanding options held under any other tax approved executive share 
option scheme established by the Company, exceeding the tax approved limit (currently £30,000).

In addition, (both under Part I and II of the CSOP) the aggregate exercise price of Shares comprised in options granted to a colleague under the CSOP 
and the PSP in any financial year shall not exceed 150% of his/her annual salary for that year. 

For the purposes of these limits market value will be calculated by reference to the market value of the Shares on or prior to the relevant date of grant  
as determined by the Board (following consultation with the Remuneration Committee) and subject to HMRC approval if applicable.

(l) Part II
Part II of the CSOP provides for the grant of unapproved options. This enables Options to be granted under the same terms as Part I of the CSOP but 
without complying with the particular requirements of the legislation applicable to tax approved CSOP Schemes. The provisions of the CSOP that do not 
apply under Part II include the £30,000 limit and the need to seek HMRC approval for the scheme and subsequent amendments (as applicable).
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22. Share based payments continued

3. PSP
On 25 February 2014 the Company adopted the PSP. Awards under the PSP were made on 17 March 2014 and will be exercisable between the third  
and tenth anniversary of this date, subject to continued employment with the Group and the satisfaction of performance conditions. These awards were 
granted at nil cost.

(a) Eligibility
Only the Executive Directors, the Senior Executives and certain other senior colleagues have been selected to participate in the PSP.

(b) Grant of awards
Awards under the PSP will not form part of a colleague’s pensionable earnings. Awards are not transferable (other than on death) without the consent  
of the Remuneration Committee.

(c) Exercise price
The price at which a colleague may acquire Shares on the exercise or vesting of an award under the PSP shall be determined by the Remuneration 
Committee on the date of grant, and may, if the Remuneration Committee determines be nil or nominal value only.

(d) Scheme limits
The number of newly issued Shares over which (or in respect of which) awards may be granted under the PSP on any date shall be limited so that: (i) the 
total number of Shares issued and issuable in respect of options or awards granted in any ten year period under the PSP and any other discretionary 
share option scheme of the Company (including the CIP and the CSOP but other than to satisfy dividend equivalent payments) is restricted to 5% of the 
Company’s issued Shares calculated at the relevant time; and (ii) the total number of Shares issued and issuable pursuant to options or awards granted 
in any ten year period under the PSP and any other employee share scheme operated by the Company (including the CIP, CSOP, SAYE and SIP but other 
than to satisfy dividend equivalent payments) is restricted to 10% of the Company’s issued Shares calculated at the relevant time.

For the purposes of these limits no account will be taken of options or awards granted before, on or in connection with Admission and no account will  
be taken of options or awards which have lapsed, been surrendered or otherwise become incapable of exercise or vesting. Shares held in treasury will  
be treated as newly issued Shares for the purposes of these limits (as long as this is required by institutional investor guidelines), but (for the avoidance 
of doubt) Shares acquired in the market will not.

(e) Individual limits
The aggregate market value of Shares comprised in awards granted to a colleague under the PSP and the CSOP in any financial year shall not exceed 
150% of their annual salary for that year. 

For the purposes of awards granted on (or before) Admission, market value for these purposes will be calculated by reference to the Offer Price. For the 
purposes of awards granted following Admission, market value for these purposes will be calculated by reference to the market value of the Shares on 
the relevant date of grant as determined by the Board (following consultation with the Remuneration Committee) in its absolute discretion.

(f) Performance
For awards granted on, or in connection with, Admission, the performance conditions will be the same as for the CIP outlined in Section 1(d) above.
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4. SAYE
On 25 February 2014, the Company adopted the SAYE (which was registered with and self-certified with HMRC on 4 April 2015. The rules of the SAYE 
were adopted pursuant to Schedule 3 of the Income Tax (Earnings and Pensions) Act 2003 and provide for the grant of tax approved options. On the  
9 September, the Company issued invitations under the rules of the SAYE which provides eligible colleagues with an opportunity to receive share options 
at a 20% discount to the market price. The maximum monthly savings was £250 per month. The Executive Directors elected to participate in the 
Sharesave, along with 30% of eligible colleagues.

The Options were granted on 8 October 2014 and they are, in normal circumstances, not exercisable until completion of a 3 years savings period, 
beginning on 1 December 2014 and will then be exercisable for a period of 6 months. The exercise period will, therefore, in normal circumstances,  
be from 1 December 2017 to 31 May 2018.

(a) Eligibility
All colleagues and full-time Directors of the Group, who have been in continuous service for such period of time (not exceeding five years) as may  
be determined by the Board prior to the relevant date of grant of an option and who are liable to UK income tax, are eligible to participate in the SAYE.

Participation may also be offered, at the discretion of the Board (taking account of the recommendations of the Remuneration Committee), to other 
Directors or employees who otherwise do not satisfy all of the above criteria, although non-executive directors are not eligible to participate in the SAYE.

(b) Issue of invitations
Invitations to participate in the SAYE may be made during each 42 day period from (and including) (i) the date on which any amendment to the SAYE  
is approved or adopted by the Company’s shareholders (ii) the announcement of the Company’s final or interim results for any financial period, (iii) the 
occurrence of an event which the Remuneration Committee considers to be an exceptional event concerning the Group or (iv) changes to the legislation 
affecting tax approved SAYE option schemes coming into effect. If any of the above periods is a ‘close period’ as a result of the application of the  
Model Code for Securities Transactions by Directors of Listed Companies (or as a result of the Company’s equivalent internal share dealing rules)  
and the Company is prohibited from issuing invitations and/or granting options as a result then invitations may be made within 42 days of the end  
of the close period.

Invitations may be issued by the trustee of an employee benefit trust. No invitations may be issued or options granted more than ten years after the 
adoption of the SAYE.

(c) Exercise price
The price at which an option holder may acquire Shares on the exercise of an option shall be determined by the Board but shall not be less than the 
greater of 80% of the market value of a Share at the time of grant and its nominal value.

(d) Savings contract
Options may be granted by the Board or the trustee of an employee benefit trust. Upon applying for an option, the colleague will be required to enter  
into an approved savings contract with a savings institution nominated by the Company which lasts for either three or five years. The maximum amount 
which an employee is permitted to contribute under SAYE contracts is £250 per month (increasing to £500 per month from 6 April 2014). The Board  
may set lower savings limits than this for different colleagues by reference to objective criteria such as levels of salary or length of service. The minimum 
contribution is £5 per month (or such greater amount as the Board may specify, not to exceed £10). The total exercise price of the Shares over which  
the option is granted may not exceed the aggregate of the monthly contributions and bonus payable at the end of the colleague’s related SAYE contract.

(e) Scheme limits
The number of newly issued Shares over which (or in respect of which) options may be granted under the SAYE on any date of grant shall be limited so 
that the total number of Shares issued or capable of being issued in any ten year period under all the Company’s employee share schemes (including the 
CIP, CSOP, PSP and SIP but other than to satisfy dividend equivalent payments) is restricted to 10% of the Company’s issued Shares calculated at the 
relevant time. Any options or rights to acquire shares granted before, on or in connection with Admission will be excluded from this limit, and no account 
will be taken of options or awards which have lapsed, been surrendered or otherwise become incapable of exercise or vesting.

(f) Exercisability
Options will normally be exercisable during a period of six months following the allocation of a bonus under the related SAYE contract and will normally 
lapse upon cessation of employment. Earlier exercise is, however, permitted if the colleague dies or leaves employment through injury, disability, 
redundancy or retirement or where a colleague leaves employment of the Group by reason of his employing company ceasing to be a member  
of the Group, or if the undertaking in which he is employed is sold outside the Group. Early exercise will also be permitted in the event of a takeover, 
reconstructions or voluntary winding up of the Company.
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22. Share based payments continued

Fair value of share awards
The expected volatility is based on historical volatility of a peer group of companies over a relevant period prior to award on 17 March 2014. The 
expected life is the average expected period to exercise, which has been taken as 3 years. The risk free rate of return is the yield on zero-coupon  
UK government bonds with a life equal to this expected life.

Options were valued using a Black-Scholes option-pricing model for the non-market based (EPS element) performance conditions and a Monte-Carlo 
simulation for the market-based (TSR element) performance conditions.

Special provisions allow early exercise in the case of death, injury, disability, redundancy, retirement or because the Company which employs the option 
holder ceases to be part of the Group, or in the event of a change in control, reconstruction or winding up of the Company.

The key assumptions used in the fair value of the awards were as follows:

At grant date CIP PSP CSOP SAYE

Share price £2.45 £2.45 £2.31 £1.75

Exercise price £0.00 £0.00 £1.75 £1.45

Expected volatility 30% 30% 37% 30%

Option life (years) 3 10 10 3

Expected dividend yield 2.00% 2.00% 2.00% 2.00%

Risk free interest rate 1.07% 1.07% 2.25% 1.07%

Weighted average fair value of options granted £2.06 £2.06 £0.75 £0.47

As both the CIP and PSP awards have a nil exercise price the risk free rate of return does not have any effect on the estimated fair value.

Movements in awards under share based payment schemes:

CIP
’000

PSP
’000

CSOP
’000

SAYE
’000

Outstanding at start of year 2,454 304 – –

Granted – – 1,900 3,056

Forfeited – – – –

Exercised – – – –

Lapsed – – – –

Outstanding at end of year 2,454 304 1,900 3,056

The Group Income Statement charge recognised in respect of share based payments for the current period is £1,657,000.

23. Operating leases
Non-cancellable operating lease rentals are payable as follows: 

Land and Buildings Other

At 26 March 
2015
£000

At 27 March 
2014
£000

At 26 March 
2015
£000

At 27 March 
2014
£000

Less than one year 66,866 65,320 3,292 2,634

Between one and five years 256,155 252,770 6,507 3,922

More than five years 241,851 271,260 144 65

564,872 589,350 9,943 6,621

Land and buildings relate to the hire of stores under operating leases. No lease is considered individually significant.
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During the period £70,122,000 was recognised as an expense in the income statement in respect of operating leases (period to 27 March 2014: 
£65,300,000).

The Company does not have any operating leases.

Sublease income
The Group has a number of leases on properties from which it no longer trades. These properties are often sublet to third parties at contracted rates. 
The income is recognised within selling and distribution expenses in line with the rents payable as set out in the rental agreements. Sublease income 
commitments set out below exclude rentals charged to veterinary practices within Pets at Home stores (see note 26).

Sublets

At 26 March 
2015
£000

At 27 March 
2014
£000

Less than one year 1,008 868

Between one and five years 3,652 2,920

More than five years 2,060 2,335

6,720 6,123

24. Commitments
Capital commitments
At 26 March 2015, the Group is committed to incur capital expenditure of £1,272,000 (at 27 March 2014: £2,883,000). Capital commitments 
predominately relate to the costs to fit out new Pets at Home stores and investment in new IT systems.

25. Contingencies
Veterinary practices
Provisions are maintained by the Group, where necessary, against certain balances held with the veterinary practice subsidiaries. During the period the 
Group also had in place certain guarantees over the bank loans taken out by a number of veterinary practice companies in which it holds an investment 
in non-participatory share capital. At the end of the period, the total amount of bank overdrafts and loans guaranteed by the Group amounted to 
£5,845,000 (period to 27 March 2014: £5,750,000). 

£nil (period to 27 March 2014: £1,500,000) is guaranteed by the Group in respect of BACs payments made by the veterinary practice companies. 

26. Related parties
Goods and services
One Non-Executive Director was paid a consultation fee in the period of £nil (period to 27 March 2014: £156,000).

Kohlberg Kravis Roberts & Co. L.P. received a management fee in the period of £nil (period to 27 March 2014: £1,220,000), which includes the provision 
of Non-Executive Director services and expenses recharged. 

Kohlberg Kravis Roberts & Co. L.P. also received fees of £nil and expenses of £nil (period to 27 March 2014: fees of £8,685,105 and expenses of 
£113,735), relating to a termination payment and transaction fees following the termination of an advisory services agreement dated 19 March 2010 
upon the IPO of Pets at Home Group Plc on 17 March 2014.

KKR Capital Markets LLC received fees of £nil (period to 27 March 2014: £600,000), relating to professional services associated with debt financing 
following the refinancing of the Pets at Home Group in April 2013, £nil (period to 27 March 2014: £1,775,000) relating to professional services 
associated with the debt refinancing of the Pets at Home Group in March 2014, £nil (period to 27 March 2014: £1,757,307) relating to fees in relation  
to the Pets at Home Group Plc IPO, and £nil (period to 27 March 2014: £200,000) relating to professional services associated with the arrangement  
of loan agreements which Companion Care Management Services Limited became party to in March 2014.

The additional paid in capital of PAH Lux S.a.r.l. represented a related party transaction with investors in the Group prior to the reorganisation  
as described in note 1. See note 20 for details of transactions relating to the additional paid in capital during the previous year.
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26. Related parties continued

Veterinary practice transactions 
The Group has entered into a number of arrangements with third parties in respect of veterinary practices. These veterinary practices are deemed  
to be related parties due to the factors explained in note 1.4.

Commitments relating to these veterinary practices are included within notes 24 and 25.

The transactions entered into during the period, and the balances outstanding at the end of the period are as follows:

At 26 March 
2015
£000

At 27 March 
2014
£000

Transactions

– Fees for services provided to veterinary practices 28,249 21,610

– Rental charges to veterinary practices 7,056 5,039

Balances

– Due from veterinary practice companies at end of period included within other receivables 17,334 12,673

27. Subsequent events
Refinance
On 14 April 2015, the Company and certain of its subsidiaries entered into the amendment agreement to the Senior Facilities Agreement. The 
Amendment Agreement became effective on 15 April 2015 (the “Effective Date”), after the date of the Company’s financial year end on 26 March 2015.
 
The Amendment Agreement provided that a new revolving facility of £260 million (the “Revolving Facility 2”) was incorporated into the Senior Facilities 
Agreement. The existing term and revolving facilities were repaid on the Effective Date with the proceeds of a drawing under Revolving Facility 2 and  
cash on balance sheet and upon the prepayment such facilities were cancelled. Revolving Facility 2 is available for drawing to finance and/or refinance 
(as applicable) the general corporate purposes and/or working capital requirements of the Group. The interest rate applicable to Revolving Facility 2  
is LIBOR (or, for loans in Euro, EURIBOR) plus a margin ranging between 2.00% and 0.75% per annum depending on the ratio of consolidated EBITDA  
to total net debt. The margin currently applicable to utilisations under Revolving Facility 2 is 1.50% per annum. KKR Capital Markets Limited (“KCM”),  
an affiliate of the Principal Shareholder, KKR My Best Friend Limited, received a fee of £500,000 for arranging Revolving Facility 2.

Acquisition of North West Surgeons
Subsequent to the period end, on 15 April 2015, NWS (Holdings) Limited, a subsidiary of Pets at Home Group Plc, acquired 100% of the issued share 
capital of Northwest Surgeons Limited, in exchange for an initial cash consideration of £2.6m. Northwest Surgeons Limited is a company registered  
in England and Wales, engaged in the provision of specialist veterinary services to veterinary practices in the north west of England. The acquisition 
represents the first specialist veterinary referral practice within the Group. 

The practice makes no contribution to these financial statements, due to the transaction closing subsequent to the period end. 

It is anticipated that the financial statements of Pets at Home Group Plc for the 53 week period to 31 March 2016 will include full disclosure in 
accordance with IFRS 3 of consideration paid or payable, the fair value of net assets acquired, goodwill recognised, and acquisition related costs,  
at such time as the initial accounting for the business combination is complete.
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