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News Release 

 
 

EMBARGO:  NOT FOR PUBLICATION BEFORE 07:00 HOURS (UK TIME), THURSDAY 6 MARCH 2003 
 
 

P&O’S PRELIMINARY ANNOUNCEMENT OF 2002 RESULTS 
 
Financial Key Points 
 

• Container port profit up 16% to £99 million (2001 £85 million) and return on capital increased to 15% 

(2001 13%) 

• Ferries profit of £31 million (2001 loss of £1 million) before £17 million one-off costs 

• Short Sea ferry return on capital maintained at 15% before one-off costs  

• Pre-exceptional pre-tax profit £9 million (2001 £160 million) after negative swing of £108 million for 

P&O Nedlloyd and £42 million for Property due to timing of disposals 

• Strong operating cash flow but net borrowings increased to fund investment  

• Recommended final dividend of 9.0p and dividend policy to remain unchanged 

• Significant earnings improvement expected in 2003 

 

Operational Key Points 

 

• Significant strategic progress – further investment in Ports, major restructuring of P&O Ferries and 

disposal of Contract Logistics 

• Strong volume growth in container ports – throughput increased by 23% (14% organic growth) – with 

further growth in 2003 

• Ferries reorganisation ahead of schedule and lower charter costs  

• Cold Logistics market leadership in California and Texas following successful acquisition   

• P&O Nedlloyd freight rates increased 3% between Q2 2002 and Q4 2002 with further improvement in 

2003 
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Comment by P&O Chairman, Lord Sterling 

 

“Despite the present uncertainties, we are seeing a continuation of the positive trends that were present in 

the second half of 2002.  We have made a good start to the year.  It is early days but on the basis of 

current trading we expect to achieve a significantly improved result for 2003 and to move further ahead in 

2004.”   

 

A presentation of the results for analysts and investors will be held at 09.00 hours today at WestLB, 

Woolgate Exchange, 25 Basinghall Street, London EC2V.  This presentation will also be available on the 

Group website:  www.pogroup.com. 

 

 
Further information:  Peter Smith, Director,  Communications and Strategy, P&O 

 020 7930 4343 
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PRELIMINARY STATEMENT 

GROUP PERFORMANCE 
 
Results and dividend 

 
Our container terminal and ferries businesses, which are central to the future growth of the company, 

achieved a significant increase in pr ofit.  The result for P&O Nedlloyd, where we are seeking to reduce our 

interest, showed a deterioration of £108.4 million.  The contribution from Property also declined, by £42.3 

million, because of the timing of development property disposals.  Total operating profit was therefore 

£121.0 million (2001 £273.6 million). 

 

The interest charge of £111.8 million was similar to last year (£113.6 million), with increased borrowings 

more than offset by lower interest rates and the impact of the weaker US dollar.     

 

The pre-exceptional profit before tax was £9.2 million (£160.0 million).  Exceptional items showed a loss of 

£144.9 million (profit of £13.0 million) of which £98.4 million related to the sale of Contract Logistics.  

Within the £98.4 million, £47.2 million consisted of goodwill previously written off to reserves.  Exceptional 

items also include closure costs of approximately £15.8 million for several ferry routes and £10.4 million in 

relation to the sale of property related businesses.   

 

The tax charge was £35.5 million (2001 £44.8 million), reflecting an effective tax rate of 30% on the pre-

exceptional profit of the Group before the Group share of the P&O Nedlloyd result.  We generally benefit 

from tonnage tax but when our shipping businesses report losses we are not able to claim tax relief.   

 

Before reorganisation costs, exceptional items and goodwill amortisation, the loss per share was 1.6p 

(2001 earnings 17.3p).  The basic loss per share was 27.1p (2001 earnings 17.0p). 

 

The Board recommends a final dividend of 9.0p per £1 nominal of deferred stock which, together with the 

interim dividend of 4.5p, would give a total dividend for the year of 13.5p.    The dividend will be paid on 4 

June 2003 to deferred stockholders on the register at the close of business on 21 March 2003.  Our 

dividend policy remains unchanged.  As we have said before, it reflects our view of the long term 

prospects for the Group and it will not be affected by any short term profit volatility resulting from cyclical 

businesses.     

 



 

 Page 4 of 29 

Cash Flow and Financial Position  
 
The net cash inflow from operating activities and dividends from joint ventures and associates was £310.9 

million (2001 £315.1 million).  This reflects the strong cash flow of our businesses and the fact that P&O 

Nedlloyd does not impact the Group’s cash flow.  The net capital expenditure was £229.6 million (2001 

£119.4 million) due to significant investment in Ports, Ferries and Cold Logistics offset by the disposal of 

Contract Logistics.    

 

Net borrowings increased to £1,346.8 million (2001 £1,096.7 million).  This included an increase of £236.0 

million following the acquisition of the remaining 40% of P&O Stena Line during the year.  Stockholders’ 

funds decreased to £1,304.1 million (2001 £1,642.4 million) due to the loss for the year and also the 

adverse impact of currency on our businesses in Argentina and the weak US dollar.  The 47.2 million of 

goodwill associated with the Contract Logistics sale has no net impact on stockholders’ funds.   

 

Year end gearing was 10 3% (2001 67%).  As we continue to sell down our property portfolio, the timing of 

disposals may lead to temporary increases in gearing as we seek to maximise value.  This was inherent in 

our capital structure at the time of the demerger when we left P&O Princess Cruises, in view of its 

substantial capital commitments, with the long term debt and low gearing, and P&O, which had substantial 

disposable assets, with relatively high gearing.   

 
Pensions 
 

Under FRS17, the deficit on our main UK pension scheme is currently assessed at £252 million and on 

our other schemes at £21 million.  The next actuarial valuation of the main scheme will take place later 

this year.  As part of the valuation, the liabilities will be valued at a discount rate that reflects the expected 

return on the assets in the fund rather than using the more general valuation requirement of FRS17.  It is 

therefore likely to lead to a lower deficit.   

 

The annual service cost is not likely to increase substantially over the present level.  The saving from 

members leaving the scheme following the Contract Logistics disposal will offset the cost of closing the 

scheme to new entrants at the beginning of 2002.  The deficit would, however, need to be addressed by 

additional contributions.  This could take place over the average service life of the active members, which 

is approximately ten years.   
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GROUP STRATEGIC DIRECTION 

 

We are continuing to direct capital to the strongest growing areas of the business where we have a 

competitive advantage and exiting from, or reducing, investment elsewhere.  Our top priority is our 

commitment to reduce our investment in our joint venture company, P&O Nedlloyd.  Market conditions in 

2002 were not conducive to achieving this objective.  As the container shipping cycle is now on the 

upswing we are determined to achieve progress.  In the meantime, P&O Nedlloyd is continuing to achieve 

significant reductions in unit costs.   

 

We made considerable progress with our other strategic objectives in 2002.  We focused investment on 

businesses where we are a market leader: 

 

• Ports – we announced new projects of over £90 million at Shekou in China, Manila in the 

Philippines, Le Havre and Marseille in France and Vancouver in Canada.  These will increase our 

total installed capacity by approximately 1.5 million teus or nearly 10%; 

• Ferries – our consolidation of P&O Stena Line and the major reorganisation of the P&O Ferries 

business should enable us to achieve synergies of £15 million on an annualised basis in 2003 and 

to exceed this going forward.  We have also closed some loss making routes; and 

• Cold Logistics – we are now the market leader in the US markets where we operate, primarily 

California and Texas, following a $70 million acquisition towards the end of the year. 

 

We took capital out of those areas where we did not believe that P&O could achieve market leadership:  

 

• Contract Logistics – we completed a successful disposal of most of our Trans European business 

in December for £152.5 million in cash; and  

• Other businesses – our bulk shipping investment has been reduced through the sale of eight 

vessels for US$107 million and virtually all of the assets of Maxxiom were sold for £9 million. 

 

Looking ahead, we are committed to achieving operational excellence and further growth in Ports.  We are 

ahead of schedule with the reorganisation of Ferries and expect to achieve further operational efficiencies 

and yield improvements.  We will continue to realise Property assets and reinvest proceeds in our fastest 

growing businesses, notably Ports. 

 



 

 Page 6 of 29 

DIVISIONAL PERFORMANCE 

 

Ports 

 

P&O Ports generated an operating profit of £116.8 million (2001 £115.1 million).  A good performance by 

our container terminals business was partly offset by a reduced result for general stevedoring.   

 

Operating profit for container terminals increased by 16% to £98.5 million (2001 £84.9 million).   

Throughput increased by 23% (2001 21%) of which organic growth was 14% (2001 9%).  This strong 

growth in throughput would have increased earnings by approximately £35 million.  Variable costs rose by 

£5.1 million due to wage and other increases offset by savings from our value improvement programme.  

Depreciation and amortisation grew by £5.2 million.  One-off items and the economic turmoil affecting our 

Buenos Aires terminal in Argentina cost a further £9.3 million.  The weak US dollar and other currency 

movements cost approximately £5.0 million.  Excluding one-off costs and the position in Buenos Aires, 

operating profit would have increased by 27%, in line with growth in throughput.     

 

For our established container terminals, i.e. those that are over five years old, the return on average 

capital employed in 2002 was 19% (2001 16%).  For the total Ports business, including new terminals 

which have yet to reach full operational efficiency, return on average capital employed was 12% (2001 

13%).    

 

In Asia, where over half of our port assets are located, we achieved a good performance.  Our container 

terminal in Mumbai has established itself as the leading facility on the Indian subcontinent and now 

handles in excess of 100,000 teu per month at industry leading service levels.  In China, the transfer of all 

international services from the old port in Qingdao to the QQCT facility operated by P&O Ports was 

completed in November 2002.  Monthly throughput increased from just 28,000 teu at the start of the year 

to approximately 100,000 in December.  Volumes at Shekou in the Shenzhen region of Southern China 

grew by nearly 50% during the year. 

 

In the Americas, our terminal in Buenos Aires reported volumes down almost 20% as trade with Argentina 

contracted during the economic crisis.  The terminal remains profitable, however, and an improving trend 

on exports was evident in the second half of 2002.  Ongoing development work impacted the operation of 

Port Newark in New York.  In Europe, Southampton handled higher throughputs but suffered from 

congestion in the peak period for imports in October.  Our Antwerp terminal is now demonstrating 

improved performance.  Our terminals in Australia had a good year, reporting improved earnings due to a 

buoyant economy and a strong growth of imports. 

 

During 2002 we invested approximately £75 million in developing existing terminals, primarily in Australia 

and at New York and Southampton.  Further de velopment also took place at Manila in the Philippines, 

Chennai in India, Colombo in Sri Lanka and Qingdao in China.  We also expect to invest US$40 million, 
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representing our 20% share, in the 0.9 million teu expansion of the existing container terminal at  Shekou.  

New investments included formation of a 50/50 joint venture with the French container shipping line CMA-

CGM to acquire 80% of Egis Ports SA, France’s leading container terminal operator.  We recently 

announced the acquisition of an existing container terminal and cargo stevedore in Vancouver. 

 

Apart from container terminals, we have a smaller general ports business that handles more cyclical 

cargoes such as cars, steel, bulk commodities, and agricultural products as well as ferry and cruise 

passengers.  Operating profit for this business was £5.0 million (2001 £16.3 million).  In the US, 

passenger traffic through our New York cruise terminal recovered well following the 11 September 2001 

tragedy.  However, US tariffs, which have since been lifted, reduced steel imports handled in our port 

operations in the Gulf of Mexico and there was an increase in workers compensation claims.  The drought 

in Australia impacted both imports and exports of bulk cargo.  In Antwerp the total market for breakbulk 

tonnage reduced sharply during 2002 but is currently showing some signs of recovery.     

 

In 2002 we achieved most of the £15 million cost savings targeted at the beginning of the year.  However, 

the effect of this was masked by the impact of the weak US dollar and other currencies and was offset by 

restructuring costs.  The restructuring in 2002 will deliver overhead cost savings of a further £5 million in 

2003.   

 

We are continuing to achieve synergy benefits from our portfolio of container terminals.  This is particularly 

true in regard to IT systems.  We have commenced a project to replace core operating systems with one 

enhanced IT system during 2003/4 which will integrate all aspects of the business from operations to 

customers to finance.  This will support the corporate goals of streamlining the business and applying best 

practice across all our facilities.  The new management structure that was introduced last year has 

resulted in a clearer separation at corporate level between operations and development.  This has further 

improved the spreading of best practice whilst supporting the growth of global customer relationships. 

 

Our Maritime Services business reported another successful year with operating profit of £13.2 million 

(2001 £13.9 million).  The offshore supply fleet again operated at close to full capacity and business from 

the Australian government and other contracts contributed to another strong result albeit that some ‘off 

season’ work obtained for our specialised vessels in 2001 was not repeated in 2002.  

 

Despite the uncertain outlook for growth in the world’s major economies, container volumes moving 

through our terminals continue to grow rapidly.  This trend is starting to have a favourable impact on 

tariffs, particularly in ports where supply continues to lag demand.  However, currency weakness, 

particularly with the US dollar and the Indian rupee, and increased insurance costs could have a negative 

impact.  New capacity at strategic high growth locations in China and India will come on stream in 2003, 

and a number of development and investment opportunities are being pursued vigorously in various 

locations around the globe.   
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Ferries 

 
Ferries division, which now includes Ferrymasters (previously reported under Contract Logistics), 

achieved a much improved operating profit of £13.7 million compared to a loss of £1.2 million in the 

previous year.  The main part of this result relates to the Ferries business itself which reported an 

operating profit of £14.5 million after one-off reorganisation costs of £16.5 million compared to a loss of 

£1.0 million in 2001.  The improvement reflected a better tourist result following the adverse impact of foot 

and mouth disease in 2001, with increases in market share and rates.  On the North Sea, however, the 

high level of sterling for much of the year meant that the number of incoming tourists was reduced.  On-

board spend continued to grow strongly but freight remained competitive. 

 

Significant restructuring and reorganisation of the business is taking place.  P&O acquired Stena Line’s 

40% shareholding in P&O Stena Line for approximately £152 million in August.  This has enabled our 

Short Sea, Western Channel and North Sea operations to be brought together under the common ‘P&O 

Ferries’ brand with annual savings of at least £15 million.  Implementation of these changes has been 

quicker than originally anticipated with the result that the total one-off cost of £16.5 million has been 

incurred in 2002.  

 

In July, we closed our non -profitable Felixstowe routes and in September P&O Scottish Ferries ceased 

operations following expiry of the contract with the Scottish Executive.  In December, the Dover-

Zeebrugge freight route was closed.  Two of the vessels previously on that route are being refurbished 

and converted into modern multi-purpose vessels to replace two older vessels on the Dover-Calais route 

in 2003.  The third vessel is continuing as a freight ferry but on the Dover-Calais route.   

 

The total net operating assets of the business increased by £161.6 million to £585.3 million (2001 £423.7 

million), principally due to the P&O Stena Line transaction.  Excluding one-off reorganisation costs, the 

return on average net operating assets was 6% (2001 (0.2)%).  

 

On the Short Sea, we consolidated £33.1 million operating profit.  The return on average net operating 

assets before reorganisation costs was 15%, once again comfortably exceeding the cost of capital.  The 

total freight market grew 4%.  However, P&O Ferries’ volumes declined 7% due to increases in capacity 

by other operators and a firm rate stance adopted by P&O which resulted in our average rates increasing 

by 4%.  The total tourist vehicle market declined 3% and the total passenger market was static.  P&O 

Ferries’ tourist vehicle carryings were 2% up and rates improved.  On-board spend per head grew strongly 

to over £20, 11% higher than in 2001. 

 

On the North Sea our tourist vehicle carryings declined, principally due to a slow -down in Continental 

traffic entering the UK, but rates increased.  Excluding the closed Felixstowe routes, freight volumes and 

rates were flat.  The Western Channel made further progress, with increased tourist vehicle volumes and 

increased rates.  Two older vessels were sold and replaced by one modern chartered vessel.  On the Irish 
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Sea, where our business is primarily freight, there was pressure due to excess capacity combined with a 

slower Irish economy. 

 

We have seen a steady start to the year on the Short Sea.  The tourist vehicle market is slightly down and 

we have lost some market sha re but rates are firm.  Conversely, the freight market has grown and our 

market share has increased although again rates are firm.  Trading conditions on the North Sea remain 

competitive.  Lower tourist carryings on the Western Channel have been offset by improved rates and 

increased on-board spend.  On the Irish Sea we have increased both freight and tourist carryings.  On all 

routes, forward bookings are similar to last year. A number of vessel charters have been renegotiated at 

significantly reduced rates.  The most important point, however, is that the reorganisation and re-branding 

of P&O Ferries is proceeding ahead of schedule.   

 

Following the successful sale of Contract Logistics at the end of 2002, the unit loads business, 

Ferrymasters, has strengthened its relationship with Ferries.  During the year it went through further 

restructuring.  This resulted in lower turnover but higher operating margins, and an operating loss of £0.8 

million (2001 £0.2 million loss) after restructure costs of £2.7 million.  Volumes on Continental routes 

improved in the second half of the year, particularly in the fourth quarter, due to the stronger euro and 

increased market share.  However, for the full year, volumes were down 6%.  In Ireland, a continued focus 

on higher yielding traffic resulted in 12% lower volumes.   Net operating assets reduced to £41.8 million 

from £49.5 million in 2001.  
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Contract Logistics 

 

At the end of December we sold Contract Logistics to Wincanton plc for £152.5 million cash while 

retaining property assets with a book value of £26.4 million.  In 2002, Contract Logistics achieved turnover 

of £793.3 million (2001 £745.5 million) and an operating profit of £12.0 million (2001 £15.9 million).  The 

downturn in results reflected the slowdown in continental Europe, particularly in Germany, and 

restructuring and increased insurance costs. 

 

Cold Logistics 

 

Cold Logistics reported a reduced operating profit of £12.5 million (2001 £18.0 million).  Return on 

average net operating assets was 6% (2001 10%) and the operating profit margin was 8% (2001 13%).   

 

Capital expenditure of £67.0 million was concentrated in the US where we acquired complementary 

assets from ProLogis for $70 million in October.  This has made P&O Cold Logistics the number one 

operator in the important California and Texas markets.  A new 140,000 cubic metre facility was also 

opened in California in June and quickly achieved high occupancy. 

 

The Australasian business achieved another excellent performance.  Key retail contracts were extended 

for terms until 2006, and services to customers were expanded, particularly in distribution.  Revenue and 

operating profit grew by approximately 5% due to the successful integration of Eskimo Logistics which 

was acquired in June 2001.  Margins remained high.   

 

The results from our existing US business were not as strong as in previous years.  Increased competition 

and some in-sourcing by customers resulted in margin pressure.  The position was further exacerbated by 

the weaker US dollar and increased insurance costs.  The West Coast ports dispute also had a negative 

impact.  In contrast, the ProLogis acquisition completed in October and the new facility in California 

performed well.  The small South American business remained profitable.  

 

Looking ahead, the Australian business continues to do well.  In the US, the recent acquisitions in the US 

have put Cold Logistics in a strong competitive position in the key markets of California and Texas and 

integration of the assets acquired will provide opportunities for significant net profit growth in 2003 after 

one-off integration costs.  With its focus on the food sector, the business is largely resilient to the slower 

economic growth rate.  We therefore expect to achieve a better result in 2003. 

 
Cargo Shipping 

 

P&O’s share of the P&O Nedlloyd result was an operating loss of £85.6 million (2001 £22.8 million profit).  

Total throughput for P&O Nedlloyd increased by 12% to 3.6 million teu (2001 3.2 million teu), compared to 

an increase in slot capacity of 5%. The operating loss was principally due to a decline in average freight 
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rates, which fell 12% year on year due to doubts about whether the growth rate of world container trade 

would be maintained, and the introduction of significant new capacity into the industry. 

 

The loss included £9.4 million (2001 £5.2 million) of restructuring costs and £2.5 million due to the impact 

of the recent US West Coast port dispute.  The weak US dollar and high bunker costs, particularly in the 

second half of the year adversely affected the result by approximately £5 million each.  Against this, P&O 

Nedlloyd achieved cost savings of $290 million annualised at the end of 2002 and remains on course to 

deliver savings of $350 million annualised by the end of 2003.  Cash flow remained positive and net debt 

was reduced by $12 million to $693 million. 

 

Several major operational targets were achieved in 2002.  The shared service centres in India and China 

continued to absorb an increasing proportion of back office functions.  The Europe/US – Australia/New 

Zealand fleet was replaced by improved vessels and containers.  Finally, P&O Nedlloyd has been 

accepted into the Customs-Trade Partnership Against Terrorism by US Customs and will be working with 

US Customs to further enhance its supply chain security profile. 

  

Although average freight rates fell for the year as a whole, strong volume growth during the year resulted 

in P&O Nedlloyd’s average rate increasing from $1,131 in Q2 to $1,162 in Q4.  Increased rates were 

achieved on the important Europe/Asia trades, while rates on other routes continued to experience 

pressure.  With less new capacity to be absorbed and continuing growth in world trade, the outlook is for 

freight rates to continue to improve although the degree of improvement remains uncertain in the present 

climate.  The weakness in the US dollar and current high bunker costs are having a negative impact.  In 

summary, however, we are confident that P&O Nedlloyd will achieve a much improved result in 2003.   

  

P&O’s bulk shipping interest is part of an externally managed company.  In 2002 the average net revenue 

per day was approximately US$ 11,400 (2001 US$14,400) resulting in an operating loss of £0.8 million 

(2001 £8.3 million profit) for P&O’s 50% interest.  Towards the end of 2002, the dry bulk market enjoyed a 

significant turnaround with daily rates doubling from the low point in the middle of the year to around 

US$16,000.  They have since strengthened further.  The fleet was reduced from 22 to 14 vessels in 2002 

and consequently P&O’s share of net operating assets was reduced to £96.9 million (2001 £151.0 million).  

P&O’s share of dividends declared for 2002 was US$20 million of which $12.5 million cash was received 

in 2002, reducing P&O’s investment. 

 

Property 

 
Property achieved an operating profit of £52.4 million (2001 £94.7 million). The result was down on the 

prior year because the portfolio consists largely of development property where profits are dependent on 

the timing of completions and consequently are inherently uneven. 
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In the US, where nearly half of our development property is located, profit was £7 million down on 2001.  

Increased land and building sales were achieved in Atlanta at margins of up to 50%, largely as a result of 

land bank assets being held at historic cost from the late 1980’s.  Two office buildings and some 120 

acres of land for retail, office, residential and hospital facility development were sold.  There was reduced 

activity at Denver but several mixed use projects were sold, reducing the land holding.  The Denver office 

market remains difficult but the retail and housing markets are steady.  Profit levels at Boston were slightly 

down due to increased real estate taxes and also a difficult office market.  Our 2.8 million square feet of 

mixed use space adjacent to the financial district remains over 90% occupied. 

 

In Germany, profits were lower by approximately £5 million in 2002 as the 2001 result included the sale of 

our residual equity in the Oberhausen Shopping Centre project. The final phase of our five phase 

development project in Hamburg has now been completed and occupancy at the rest of the development 

is 75%, despite a weak letting market. 

 

In the UK, 2001 was a particularly strong year due to some significant development sales.  By 

comparison, profits in 2002 were down by some £37 million.  However, 30 properties were sold for prices 

in excess of book value, notably Marketgate Shopping Centre in Lancaster and St Anne House, Croydon.  

In London, progress continues at the Regent Quarter development at Kings Cross and also at Waterloo.  

The Public Enquiries into the port and logistics developments at London Gateway (formerly Shell Haven) 

commenced on 25 February 2003. 

 

Our La Manga resort in Spain had a good year with an increase in profits of £2 million. The Australian 

resorts and other businesses improved profits by £2 million.  The smaller property related businesses 

continue to be sold down, with virtually all of the assets of Maxxiom being disposed for £9m. 

 

Net operating assets of the division remained at £848.0 million (2001 £848.1 million) as disposals were 

offset by investment in a number of projects.  These included the Hamburg office development, a new 360 

bed four star ‘apart-hotel’ at La Manga, some mixed use developments in the US, and also the retention of 

properties following the disposal of Contract Logistics. 

 

GROUP OUTLOOK 

 

Clearly there are many uncertainties at present including the growth rate of the world’s major economies, 

the oil price, currencies and, not least, the Middle East.   So far, however, we are seeing a continuation of 

the positive trends that were present in the second half of 2002.   

 

On a like for like basis, throughput in our container terminals for the first two months was over 20% up on 

the same period last year and earnings are ahead.  Ferries has made a steady start to the year and will 

benefit further from the current reorganisation.  P&O Nedlloyd’s utilisation levels are ahead of last year 
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while average freight rates are 6% higher than the low point of 2002 and there is less new tonnage to be 

absorbed by the industry.   

 

On the basis of current trading we would therefore expect to achieve a significantly improved result for 

2003 and to move further ahead in 2004.  
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GROUP PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED 31 DECEMBER 2002 
 
 2002 2001 
 £m £m 
Turnover: Group and share of joint ventures 4,519.2  4,499.1  
Less: share of joint ventures’ turnover (1,843.1) (2,023.1) 
 ______ ______ 
Group turnover (note 2) 2,676.1  2,476.0  
   
Net operating costs (2,524.6) (2,297.4) 
 ______ ______ 
Group operating profit 151.5  178.6  
   
Share of operating results of:  joint ventures (43.6) 75.9  
 associates  13.1  19.1  
Continuing operations   
   Total operating profit before goodwill amortisation and   
      reorganisation costs 135.1  267.0  
   Goodwill amortisation (9.6) (9.3) 
   Reorganisation costs (16.5) -   
 ______ ______ 
 109.0  257.7  
Discontinued operations 12.0  15.9  
Total operating profit (note 3) 121.0  273.6  
   
(Loss)/profit on sale of fixed assets and businesses (144.9) 13.0  
 ______ ______ 
(Loss)/profit on ordinary activities before interest (23.9) 286.6  
Net interest payable and similar items (note 7) (111.8) (113.6) 
 ______ ______ 
(Loss)/profit on ordinary activities before taxation (135.7) 173.0  
Taxation (note 8) (35.5) (44.8) 
 ______ ______ 
(Loss)/profit on ordinary activities after taxation (171.2) 128.2  
Equity minority interests (8.5) (8.9) 
 ______ ______ 
(Loss)/profit for the financial year attributable to stockholde rs (179.7) 119.3  
   
Dividends on equity and non-equity share capital (95.1) (95.6) 
 ______ ______ 
Retained (loss)/profit for the financial year (274.8) 23.7  
 ______ ______ 
   
Basic (loss)/earnings per £1 nominal of deferred stock (27.1p) 17.0p 
   
Dividends per £1 nominal of deferred stock 13.5p  13.5p 
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SUMMARISED GROUP BALANCE SHEET 
AS AT 31 DECEMBER 2002 
 
 2002 2001 
 £m £m 
   
Goodwill 246.2  181.8  
Ships 430.8  186.6  
Properties 446.4  485.5  
Other fixed assets 592.9  641.1  
Investments 830.0  1,113.4  
Development and dealing properties  380.3  393.2  
Stocks 60.4  56.2  
Debtors 528.0  658.4  
 ______ ______ 
 3,515.0  3,716.2  
   
Net borrowings (note 11) (1,346.8) (1,096.7) 
Other creditors and provisions (829.8) (924.2) 
 ______ ______ 
   
Net assets 1,338.4  1,695.3  
 ______ ______ 
Capital and reserves   
Share capital and share premium 1,531.8  1,531.4  
Reserves  (227.7) 111.0  
 ______ ______ 
Stockholders’ funds 1,304.1  1,642.4  
   
Equity minority interests 34.3  52.9  
 ______ ______ 
   
 1,338.4  1,695.3  
 ______ ______ 
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SUMMARISED GROUP CASH FLOW STATEMENT 
FOR THE YEAR ENDED 31 DECEMBER 2002 
 
 2002 2001 
 £m £m 
   
Net cash inflow from operating activities and dividends from   
   joint ventures and associates (note 12) 310.9  315.1  
Returns on investments and servicing of finance (94.5) (84.5) 
Taxation (34.6) (27.4) 
 ______ ______ 
   
 181.8  203.2  
   
Purchase of fixed assets and investments (198.0) (276.8) 
Sale of fixed assets and investments 42.4  134.6  
Purchase of subsidiaries, joint ventures and associates (251.9) (88.2) 
Sale of subsidiaries, joint ventures and associates 177.9  111.0  
 ______ ______ 
   

 (47.8) 83.8  
   
Equity dividends paid (91.6) (92.1) 
 ______ ______ 
Net cash outflow before management of liquid   
   resources and financing (139.4) (8.3) 
 ______ ______ 
   
Movement in net borrowings   
   
Net cash outflow before management of liquid   
   resources and financing (139.4) (8.3) 
   
Issues of stock 0.5  1.3  
   
Borrowings of subsidiaries acquired less sold (126.1) (27.7) 
   
Inception of finance leases and other non-cash movements in   
   net borrowings (37.5) (29.9) 
   
   
Exchange movements in net borrowings 52.4  (6.7) 
 ______ ______ 
   
Increase in net borrowings (250.1) (71.3) 
 ______ ______ 
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NOTES 
 
1 Reconciliation of movements in stockholders’ funds 
    
  2002 2001 
  £m £m 
    
 (Loss)/profit for the year attributable to stockholders (179.7) 119.3  
 Deficit on valuation of properties including   
    those held by joint ventures and associates (7.9) (5.4) 
 Fair value adjustments to existing interests in net assets    
    on acquisition of subsidiary (12.7) -   
 Exchange movements on foreign currency net    
    investments (102.3) (41.5) 
 UK taxation on exchange movements on foreign    
    currency net investments:   
  Current period -   (2.7) 
  Prior periods 11.7  (2.4) 
  ______ ______ 
    
 Total recognised gains and losses for the year (290.9) 67.3  
 Dividends on share capital (95.1) (95.6) 
 New stock issued 0.5  1.3  
 Goodwill on disposals 47.2  -   
  ______ ______ 
    
 Net change in stockholders’ funds (338.3) (27.0) 
    
 Stockholders’ funds at the beginning of the year 1,642.4  1,669.4  
    
  ______ ______ 
 Stockholders’ funds at the end of the year 1,304.1  1,642.4  
  ______ ______ 
    
 Stockholders’ funds at the beginning of the year, as previously reported, were £1,635.2 

million (2001 £1,662.8 million) before the prior year adjustment of £7.2 million (2001 £6.6 
million), as explained in note 13. 
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2 Group turnover 
  2002 2001 
  £m £m 
    
 Continuing operations   
    Ports 670.9  630.7  
    Ferries  890.0  755.2  
    Cold Logistics 153.1  137.2  
    Property 168.8  207.4  
  ______ ______ 
  1,882.8  1,730.5  
 Discontinued operations   
    Contract Logistics 793.3  745.5  
  ______ ______ 
    
  2,676.1  2,476.0  
  ______ ______ 
    
 Included in Ferries is turnover of £252.9 million (2001 £299.4 million) previously reported as 

Unit Loads within Logistics. 
 
3 Total operating profit 
  2002 2001 
  £m £m 
 Continuing operations   
    Ports 116.8  115.1  
    Ferries  13.7  (1.2) 
    Cold Logistics 12.5  18.0  
    P&O Nedlloyd (85.6) 22.8  
    Bulk Shipping (0.8) 8.3  
    Property 52.4  94.7  
  ______ ______ 
  109.0  257.7  
 Discontinued operations   
    Contract Logistics 12.0  15.9  
  ______ ______ 
    
  121.0  273.6 
  ______ ______ 
    
 Included in Ferries is an operating loss of £0.8 million (2001 £0.2 million) previously reported 

as Unit Loads within Logistics.  Ferries operating profit is reported after deducting 
reorganisation costs of £16.5 million (2001 £nil). 
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4 Total operating profit  

   by half year 
 

Six months 
 

Six months 
 

Twelve months 
  to 30 June To 31 Dec To 31 Dec 

  2002 2001 2002 2001 2002 2001 
  £m £m £m £m £m £m 

 Continuing operations       
    Ports 51.2  52.9  65.6  62.2  116.8  115.1  

    Ferries  (11.9) (18.3) 25.6  17.1  13.7  (1.2) 
    Cold Logistics 7.2  8.8  5.3  9.2  12.5  18.0  
    P&O Nedlloyd (47.9) 23.8  (37.7) (1.0) (85.6) 22.8  
    Bulk Shipping (0.1) 7.4  (0.7) 0.9  (0.8) 8.3  
    Property 20.6  54.5  31.8  40.2  52.4  94.7  
  _____ _____ _____ _____ _____ _____ 
  19.1  129.1  89.9  128.6  109.0  257.7  
 Discontinued operations       
    Contract Logistics 4.7  6.6  7.3  9.3  12.0  15.9  
  _____ _____ _____ _____ _____ _____ 
        
  23.8  135.7  97.2  137.9  121.0  273.6  
  _____ _____ _____ _____ _____ _____ 
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5 Net operating assets and operating profit before depreciation and amortisation 

  
  Net operating assets Operating profit before 

depreciation and 
amortisation 

  2002 2001 2002 2001 
  £m £m £m £m 
 Continuing operations     
    Ports 965.3 964.2 164.9 164.5 
    Ferries  627.1 473.2 69.7 51.4 
    Cold Logistics 223.5 186.3 21.0 25.8 
    P&O Nedlloyd 608.8 774.4 0.4 118.5 
    Bulk Shipping 96.9 151.0 7.2 19.6 
    Property 848.0 848.1 58.9 100.4 
  ______ ______ ______ ______ 
  3,369.6 3,397.2 322.1 480.2 
 Discontinued operations     
    Contract Logistics -   154.9 27.2 30.1 
  _____ _ ______ ______ ______ 
      
  3,369.6 3,552.1 349.3 510.3 
  ______ ______ ______ ______ 
      
 Included in Ferries is £41.8 million (£49.5 million) of net operating assets and £4.8 million 

(£5.1 million) of operating profit before depreciation and am ortisation previously reported as 
Unit Loads within Logistics. 
 

 In the above table, operating profit before depreciation and amortisation is stated after 
adding back to total operating profit the depreciation and amortisation of all Group 
subsidiaries and P&O Stena Line, P&O Nedlloyd and Associated Bulk Carriers. 
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 The net operating assets are reconciled to stockholders’ funds as follows: 
    
  2002 2001 
  £m £m 
    
 Net operating assets 3,369.6  3,552.1  
 Interest bearing investments 10.4  10.8  
 Group share of joint venture and associate loans (465.0) (507.5) 
 Group share of joint venture and associate other non   
    operating net assets 18.5  6.5  
 Net borrowings  (1,346.8) (1,096.7) 
 Corporation tax and deferred tax (185.6) (206.9) 
 Divi dends payable (62.7) (63.0) 
 Minority interests (34.3) (52.9) 
  ______ ______ 
    
  1,304.1  1,642.4 
  ______ ______ 
    
 Net operating assets include ships under construction of £nil million (2001 £3.9 million) within 

Ferries. 
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6 Net capital expenditure – investment and replacement (unaudited) 
  
  Net capital expenditure  
  Investment Replacement Investment Replacement 
  2002 

£m 
2002 

£m 
2001 

£m 
 2001 
 £m 

      
 Ports (76.7) (21.6) (121.3) (13.2) 
 Ferries (137.2) 8.4  (6.2) (13.4) 
 Cold Logistics (53.5) (13.5) (24.9) (4.6) 
   ______  ______  ______  ______ 
      
  (267.4) (26.7) (152.4) (31.2) 
   ______  ______  ______  ______ 
      
 Total for Ports, Ferries 

   and Cold Logistics 
 

(294.1) 
 

(183.6) 
 Bulk Shipping - 62.1 
 Property  (10.6) 28.1 
 Discontinued operations   
    Contract Logistics 75.1 (26.0) 
    ______ ______ 
    
  (229.6) (119.4) 
  ______ ______ 
    
 The above table includes the net cash flows for capital expenditure and financial investment 

and for acquisitions and disposals. 
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7 Net interest payable and similar items 
  2002 2001 
  £m £m 
    
 Group (84.0) (81.1) 
 Joint ventures (21.1) (25.6) 
 Associates (6.7) (6.9) 
  ______ ______ 
    
  (111.8) (113.6) 
  ______ ______ 
 
 
8 Taxation 
  2002 2001 
  £m £m 
    
 United Kingdom 8.4  9.4  
 Overseas  (31.8) (44.2) 
 Joint ventures (10.9) (9.0) 
 Associates (1.2) (1.0) 
  ______ ______ 
    
  (35.5) (44.8) 
  ______ ______ 
    
 Included in the taxation charge is a charge of £0.4 million (2001 £4.8 million) in respect of 

profits and losses on the sale of fixed assets and businesses. 
 
9 Dividends on equity and non-equity share capital 
  
  2002 2001 
  £m £m 
    
 Preferred and concessionary stock (non-equity) (3.8) (3.8) 
 Deferred stock (equity)   
    Interim (30.4) (30.4) 
    Final (60.9) (61.4) 
  ______ ______ 
    
  (95.1) (95.6) 
  ______ ______ 
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10 (Loss)/earnings per £1 nominal deferred stock 
  
 The calculations of the basic earnings per £1 nominal of deferred stock are based on the 

profit for the period attributable to equity stockholders and the weighted average number of 
£1 nominal of deferred stock thereto. 

  
  2002 2001 
  £m £m 
    
 (Loss)/profit for the period attributable to   
    stockholders  (179.7) 119.3  
 Less: dividends on non-equity share capital (3.8) (3.8) 
  ______ ______ 
    
 Basic and diluted earnings (183.5) 115.5  
  ______ ______ 
    
 (Loss)/earnings per £1 nominal deferred stock (27.1p) 17.0p 
 Diluted (loss)/earnings per £1 nominal of   
    deferred stock (27.1p) 17.0p 
    
 The diluted earnings per £1 nominal of deferred stock has been calculated by reference to 

an adjusted average number of £1 nominal of deferred stock as follows: 
  
  2002 2001 
  £m £m 
    
 Weighted average per basic calculation 676.3  678.0  
 Adjustment to reflect dilutive deferred stock   
    stock under option 0.1  0.3  
  ______ ______ 
    
  676.4  678.3  
  ______ ______ 
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 Reconciliation of earnings per £1 nominal of deferred stock 
  
     
     
   2002 2001 
   Pence Pence 
     
 Headline (loss)/earnings per £1 nominal of     
    deferred stock  (1.6) 17.3  
 Amortisation of goodwill  (1.6) (1.5) 
 Reorganisation costs  (2.4) -   
 Post-tax (loss)/profit on sale of fixed     
    assets and businesses  (21.5) 1.2  
   ______ ______ 
 Basic (loss)/earnings per £1 nominal of     
    deferred stock (FRS3 basis)  (27.1) 17.0  
   ______ ______ 
 
 
11 Net borrowings  
  
 Net borrowings include loans of £1,393.8 million (2001 £1,167.7 million), bank overdrafts of 

£19.0 million (2001 £18.9 million) less cash and liquid resources of £66.0 million (2001 
£89.9 million).  In the Company’s statutory accounts, overdrafts are included within other 
creditors, cash and liquid resources are included within current assets.  The debt/equity 
ratio, taking net borrowings as a percentage of stockholders’ funds, is 103.3% (2001 
66.8%). 
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12 Operating cash flow 
  2002 2001 
  £m £m 
    
 Operating profit 151.5  178.6  
 Depreciation and amortisation 124.9  115.2  
 Increase in development properties (21.2) (14.5) 
 Decrease in stocks 3.6  6.2  
 Decrease in debtors 46.5  36.3  
 Decrease in creditors and provisions  (23.9) (34.5) 
  ______ ______ 
    
 Net cash inflow from operating activities 281.4  287.3  
 Dividends received from joint ventures and   
    associates 29.5  27.8  
  ______ ______ 
 Net cash inflow from operating activities and    
    dividends from joint ventures and associates 310.9  315.1  
  ______ ______ 
 
 
13 New accounting standard 
  
 In December 2000, the Accounting Standards Board issued Financial Reporting Standard 

19 (Deferred tax) which the Group has adopted for the first time in preparing these 
accounts. 
 
Prior to the implementation of FRS19, the Group provided deferred tax on timing differences 
arising from the revaluation of certain of its properties.  Under FRS19 this treatment is now 
prohibited when there is no binding agreement to sell these properties.  This has resulted in 
an adjustment to prior year reserves and a restatement of comparative figures.  The change 
to the balance sheet is a decrease in the deferred tax provision of £7.2 million at 31 
December 2001, with a consequential increase to reserves of the same amount.  There is 
no impact on the profit and loss account as reported for the years ended 31 December 2001 
and 2002. 

 
 
14 The financial information set out above does not constitute the Company’ statutory accounts 

for the years ended 31 December 2001 and 31 December 2002.  Statutory accounts for 
2001 have been delivered to the registrar of companies, and those for 2002 will be delivered 
following the Company’s annual general meeting.  The auditors have reported on those 
accounts; their reports were unqualified and did not contain statements under section 237 
(2) or (3) of the Companies Act 1985. 
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APPENDIX 
 
P&O TRADING UPDATE:  OCTOBER TO DECEMBER 2002 

This is the fourth quarter update for 2002 for P&O's ports, logistics and ferries businesses.  The next 

quarterly update (January to March 2003) is provisionally scheduled for 8 May 2003.  

PORTS 
 

 Throughput  

(TEU(1) ´000) 

 Q4 Full Year 

 2002 2001 2002 2001 

 Gross(2) EquityA
dj(2) 

Gross Equity 
Adj 

Gross Equity 
Adj 

Gross Equity 
Adj 

Asia 1,796 1,054 1,140 702 6,244 3,739 4,327 2,583 

Americas 429 291 461 318 1,847 1,240 1,914 1,327 

Europe 706 644 611 557 2,749 2,513 2,346 2,154 

ANZ 452 452 319 319 1,457 1,457 1,225 1,225 

         

Total 3,383 2,441 2,531 1,896 12,297 8,949 9,812 7,289 

 

(1) TEU = twenty foot equivalent unit.  This is a standard size of container and a common measure of 
capacity in the container logistics business.  

(2) Gross throughput reports 100% of the volume at each terminal in which P&O holds an interest.  Equity 
adjusted throughput reports the gross volume adjusted to reflect accounting consolidation i.e. 100% of 
subsidiary volumes plus the equity share of associates and joint ventures volume.  Therefore equity 
adjusted throughput recognises the actual volume that contributes to P&O Ports’ earnings as reported 
in its profit and loss statement.  As from Q1 2003, only the equity adjusted volumes will be reported. 

 
Key Points 
1. On an equity adjusted basis, for Q4 2002, throughput was 29% up on 2001 with 17% attributable to 

organic growth.  For the full year, throughput was up 23% with 14% attributable to organic growth. On 
a gross basis, for Q4 2002, throughput was 34% up on 2001 with 20% attributable to organic growth 
and for the full year throughput was up 25% with 15% attributable to organic growth.  These growth 
numbers are comfortably ahead of estimates of overall industry growth.  However, the majority of the 
growth has been in ‘start up’ and other lower yielding terminals. 

2. The impact of the US West Coast dispute was modest.  P&O Ports had no direct investment in West 
Coast terminals in 2002 although disruption to vessel schedules had a knock on effect in some of our 
Asian terminals.  Minor reductions in volume experienced at the time of the dispute were recovered as 
the seasonal peak, although slightly less pronounced than normal, lasted longer.  

3. The weakness in the US dollar and ot her currencies, notably the Indian rupee, persisted throughout 
Q4 and had a translation effect on the Ports result.  This was offset by an improvement in the Group 
interest charge.  
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LOGISTICS 
 

The contract logistics business of Trans European was sold to Wincanton plc in December.  The proceeds 
from the sale were £152.5 million cash and certain properties were transferred back to P&O prior to the 
sale. At the date of the transfer these properties had a book value of £26.4 million.  Commentary on Cold 
Logistics can be found in the Preliminary Statement. 
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FERRIES  
 
 Carryings (‘000) 

 Q4     Full Year 

 2002 2001 2002 2001 

Tourist Vehicles (including coaches)     

Short Sea 387 414 1,674 1,646 

Other Routes  177 182 986 963 

Total 564 596 2,660 2,609 

Passengers     

Short Sea  2,404 2,494 11,015 10,885 

Other Routes  755 784 4,092 4,054 

Total 3,159 3,278 15,107 14,939 

Freight Units     

Short Sea 261 271 1,035 1,112 

Other Routes  283 331 1,255 1,327 

Total 544 602 2,290 2,439 

 
(1) Short Sea represents routes across the English Channel, based in Dover.   
(2) Other routes are an aggregation of our other routes around the UK, namely North Sea, Irish Sea, 

Western Channel and Scottish Isles.  Operations were ceased on the Scottish routes at the end of 
September and all four ships were sold. 

(3) The Short Sea, Western Channel and North Sea routes have been operating under common branding 
as P&O Ferries from 15th October 2002.  Proposals for the introduction of a new organisational 
structure and the potential redundancies that would result are well advanced with relevant unions and 
works councils. Possible annualised cost savings of £15m have been identified from this restructuring.  

 

Key Points 

1. Ferries tourist business saw an improvement in rates but a slow down in volume in Q4.  The freight 
business reported static volumes overall in Q4 (excluding route closures) but improved rates were 
achieved on the Short Sea. 

2. Total tourist vehicle carryings for Q4 were down 5% (4% excluding closure of Scottish Ferries) 
compared to 2001 but were 2% up on 2001 for the full year.  Total passenger carryings for Q4 were 
down 4% (2% excluding closure of Scottish Ferries) compared to 2001 but were 1% up on 2001 for 
the full year. 

3. Total P&O freight carryings for Q4 were down 10%, but excluding the closure of Scottish Ferries and 
the Felixstowe routes, were unchanged compared to 2001.  For the full year, total freight carryings 
were down 6% on 2001 (2% down excluding Scottish Ferries and the Felixstowe routes). 

(ends) 


