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Krispy Kreme Doughnuts (KKD)

business overview From KrispyKreme.com and Reuters.com
Krispy Kreme Doughnuts, Inc. (Krispy Kreme) is a retailer and wholesaler of doughnuts. It owns and franchises Krispy Kreme doughnut stores where over 20 varieties of doughnuts, including its Hot Original Glazed, are made, sold and distributed and where an array of coffees and coffee-based beverages are offered.  Since its founding in 1937, Krispy Kreme has grown into a branded specialty retailer, producing more than 3 million doughnuts a day and over 1.3 billion a year. In addition to Krispy Kreme stores, they sell premium quality doughnuts in supermarkets, convenience stores and other retail outlets throughout the country. 

Krispy Kreme has three segments: Company Store Operations, Franchise Operations, and Krispy Kreme Manufacturing and Distribution. The Company's Store Operations consists of Satellite stores and Tunnel over stores. Satellite stores consist primarily of the fresh shop, kiosk and tunnel oven formats. Tunnel oven stores contain heating technology that allows customers to have a hot doughnut experience throughout the day. The Franchisee Stores sells doughnuts and other products through the channels as of Company Store Operations. 

As of January 29, 2006, there were 402 Krispy Kreme stores operated systemwide in 43 United States, Australia, Canada, Mexico, South Korea and the United Kingdom.  Krispy Kreme is currently overseen by James H. Morgan, its Chairman of the Board, and Daryl G. Brewster, the President and Chief Executive Officer, who has been with Krispy Kreme since March 2006.  
competition

	competitor
	company description
	implications for KKD

	Dunkin’ Donuts (private company)
	Dunkin’ Donuts, headquartered in Canton, MA, is the world's largest coffee and baked goods chain, serving more than 2.7 million customers per day. Dunkin' sells 52 varieties of doughnuts and more than a dozen coffee beverages as well as an array of bagels, breakfast sandwiches and other baked goods.  Dunkin’ has over 6,000 stores worldwide in over 30 countries.  
	Largest competitor, especially in Northeast. Dunkin’ is known for a broader product line (including coffee, bagels, and breakfast sandwiches) than Krispy Kreme.

	THI: Tim Horton’s Inc.
	Fast-food restaurant chain in Canada, menu spans a variety of breakfast and lunch categories, including doughnuts, bagels, muffins, and other pastries.  Tim Horton’s has 288 restaurants in 10 states, operated by franchisees, very strong presence in Canada.  Spun-off by Wendy’s because it was so profitable.  
	Emerging competitor; Tim Horton’s is starting to make its name in the U.S. 

	PNRA: Panera Bread
	Panera Bread Company owns and franchises bakery-cafes, which specialize in freshly baked goods, made-to-order sandwiches, soups, salads, and custom-roasted coffees. Targeting suburban dwellers and workers, the bakery-cafes are principally located in suburban strip malls and regional malls in 37 states. As of 6/06, there were 939 Panera Bread bakery-cafes, of which 337 are company-owned; rest are franchised.

	More of an upscale quick-service restaurant, has much wider range of products than Krispy Kreme, including lunch items.  Not a huge breakfast player just yet.

	MCD: McDonald’s Corporation
	America’s #1 fast-food restaurant
	Owns the breakfast segment.  Do not sell doughnuts, but do have comparable breakfast-type products.  Huge product line.  More “low-class” than KKD customers.

	SBUX: Starbucks Corporation
	Starbucks sells coffee and other more upscale pastries in company-owned retail stores.
	Known as a more upscale indulgence, but focus is on coffee and not doughnuts.


financials
income statement

A couple of important factors jump out at us when looking at the income statement for Krispy Kreme from 2003 through 2005.  First, we see that operating income went from $59.8M in 2003 to ($29.6M) in 2005, a severe and significant drop.  Furthermore, net income has been down as well in 2005.  It is not clear whether this drop is because of revised accounting procedures that have arisen from the SEC or whether this is due to an actual fall in revenue.  If this is due to accounting errors, then this is a potential sign that the senior management had some effect on manipulating the financial statements.  If the decrease is from an actual fall in revenue there will be concerns regarding the operations of the company.  It is also interesting to know that operating costs, while rising steadily over the past five years, skyrocketed in 2005, which may be due to the higher price of sugar imported from Colombia or as a result of mismanagement of expenses. Further research on these expenses would help better clarify the reason for rising costs. 

Also, if we look at some of the key line items, we can see that the trend over the past couple of quarters has generally been down; operating income has gone negative and total revenue has been shrinking.  

	 $ Million
	YE Jan 2005
	YE Oct 2004
	YE Aug 2004
	YE  May 2004
	YE Feb 2004

	 Revenue 
	161.71
	174.39
	188.23
	183.44
	182.26

	 Other Revenue, Total 
	-
	-
	-
	-
	-

	 Total Revenue 
	161.71
	174.39
	188.23
	183.44
	182.26

	 Cost of Revenue, Total 
	150.19
	149.19
	155.30
	142.43
	140.11

	 Gross Profit 
	11.52
	25.20
	32.93
	41.01
	42.14

	 Selling/General/Admin. Expenses, Total 
	20.91
	12.52
	11.59
	11.46
	17.35

	 Research & Development 
	-
	-
	-
	-
	-

	 Depreciation/Amortization 
	8.61
	8.55
	7.73
	7.04
	6.61

	 Interest Expense(Income) - Net Operating 
	-
	-
	-
	-
	-

	 Unusual Expense (Income) 
	11.59
	142.66
	1.42
	6.18
	0.00

	 Other Operating Expenses, Total 
	-
	-
	-
	-
	-

	 Total Operating Expense 
	191.29
	312.92
	176.03
	167.11
	164.07

	 Operating Income 
	-29.59
	-138.53
	12.20
	16.33
	18.18


balance sheet

A noticeable fall in cash and cash equivalents since 2003 is most likely due to the accounting scandals and problems that have come with the fallout from their shady bookkeeping.  We see that surprisingly, the numbers for net property, plants and equipment (PP&E) have actually risen from 2003, though not at the same rate as before, since Krispy Kreme has shut down over 70 stores in the past couple of years.  We see a much greater rise in short-term debt in 2005, as the company issued bonds in order to cover losses stemming from the accounting scandal.  Once these bonds are payable, we foresee another drop in cash in the future.  

	$ Million
	YE  Jan 2005 
	YE Oct 2004
	YE Aug 2004
	YE May 2004
	YE Feb 2004

	 Cash & Equivalents 
	 27.69 
	 17.21 
	 19.31 
	 13.71 
	 21.03 

	 Cash and Short Term Investments 
	 27.69 
	 17.21 
	 19.31 
	 13.71 
	 21.03 

	 Accounts Receivable - Trade, Net 
	 45.71 
	 73.42 
	 64.26 
	 68.17 
	 63.85 

	 Total Current Assets 
	 119.36 
	 126.18 
	 165.17 
	 151.21 
	 137.50 

	 Property/Plant/Equipment, Total - Gross 
	 372.02 
	 375.57 
	 372.02 
	 375.57 
	 - 

	 Long Term Investments 
	 5.97 
	 5.58 
	 9.92 
	 10.73 
	 14.58 

	 Other Long Term Assets, Total 
	 9.23 
	 219.25 
	 10.39 
	 12.31 
	 13.31 

	 Total Assets 
	 480.28 
	 675.90 
	 661.61 
	 654.48 
	 656.60 

	 Accounts Payable 
	 17.44 
	 29.43 
	 18.82 
	 18.87 
	 19.11 

	 Accrued Expenses 
	 43.62 
	 38.39 
	 32.25 
	 27.11 
	 23.30 

	 Current Port. of LT Debt/Capital Leases 
	 48.10 
	 - 
	 5.57 
	 4.66 
	 8.14 

	 Other Current liabilities, Total 
	 8.48 
	 - 
	 13.11 
	 12.67 
	 8.12 

	 Total Current Liabilities 
	 117.64 
	 67.82 
	 69.74 
	 63.31 
	 58.67 

	 Long Term Debt 
	 90.95 
	 133.63 
	 112.14 
	 130.47 
	 137.11 

	 Total Long Term Debt 
	 90.95 
	 133.63 
	 112.14 
	 130.47 
	 137.11 

	 Total Debt 
	 139.05 
	 133.63 
	 117.70 
	 135.13 
	 145.26 

	 Deferred Income Tax 
	 3.91 
	 - 
	 25.56 
	 16.47 
	 0.00 

	 Minority Interest 
	 0.39 
	 - 
	 2.59 
	 2.81 
	 2.15 

	 Other Liabilities, Total 
	 26.45 
	 36.88 
	 12.08 
	 10.77 
	 22.26 

	 Total Liabilities 
	 239.34 
	 238.33 
	 222.11 
	 223.83 
	 220.19 

	 Common Stock, Total 
	 295.61 
	 - 
	 299.87 
	 296.81 
	 294.48 

	 Retained Earnings (Accumulated Deficit) 
	 -55.25 
	 - 
	 140.82 
	 135.05 
	 143.09 

	 Other Equity, Total 
	 0.58 
	 437.57 
	 -1.18 
	 -1.21 
	 -1.16 

	 Total Equity 
	 240.94 
	 437.57 
	 439.50 
	 430.65 
	 436.41 

	 Total Liabilities & Shareholders' Equity 
	 480.28 
	 675.90 
	 661.61 
	 654.48 
	 656.60 

	 Total Common Shares Outstanding 
	 61.76 
	 63.14 
	 61.75 
	 61.41 
	 61.29


statement of cash flows
We see that net income in 2005 is negative, possibly because of accounting restatements and general losses from operations.  However, this is offset by a huge “Other” category that makes the cash flows from operations at $84.9 m, which needs further investigation (in your final report, you would make this further investigation…).  The company reported producing $10 m in free cash flow for 2005, although it is still uncertain where this cash is coming from, as net profits have been negative and investors have been shying away. 

	   $ Million
	YE Aug 2004
	YE May 2004
	YE Feb 2004

	    Net Income/Starting Line 
	40.53
	-24.44
	48.56

	    Cash from Operating Activities 
	23.78
	25.78
	82.67

	    Cash from Investing Activities 
	-1.68
	-23.32
	-169.95

	    Cash from Financing Activities 
	-16.51
	-9.05
	76.11


valuation
The high historical prices of KKD are now seen as a start to an apparent mania. The stock tripled in its first year to $20, then to $25, then closed in at $40, experiencing a 7 fold increase over its IPO price of a year earlier (April 2000). It also had a trailing price to earnings ratio of 118, despite managerial guidance for future growth in the 25-30% range.  It is generally understood that Krispy Kreme had been experiencing declining growth prior to the accounting scandal hitting.  This was most likely due to the inability to sustain its growth as it rapidly expanded.  Many critics argue that the reason for the fall was because Krispy Kreme’s management took on too much debt, issued too much stock, and expanded in illogical places.    

It seems hard to justify trading a stock whose PE is around 118, so thus it is difficult to determine whether the price has fallen in response to the bubble bursting, or whether the accounting scandal contributed a fair amount to Krispy Kreme’s fall.  We foresee that the PE ration will stay roughly around 3.6*, as investors are not willing to pay a large premium for the stock with an uncertain SEC decision pending.
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	key metric
	KKD
	comparison to industry
	comparison to S&P 500
	implications for KKD

	PE Ratio
	3.6*
	28.5
	20.9
	Krispy Kreme has a relatively low PE ratio in comparison to the industry and the S&P 500, which means that it is very attractive from a valuation standpoint.  However, this may also mean that investors think that the stock is not valuable and thus are unwilling to pay much for it.

	Price to Book
	1.8*
	9.6
	4.0
	Krispy Kreme’s low Price to Book ratio reflects the fact that investors do not value the company much higher than its book value. 

	Price to Sales
	1.1*
	2.9
	2.1
	The company’s low Price to Sales ratio reflects the fact that 


* All these numbers are estimated as company information is not available
investment opportunities
strong industry performance

The restaurants industry has generated market-like returns over the past 5- and 10-year periods. What's discouraging, though, is that compared to its industry peers, Krispy Kreme has been one of the worst performers over the past five years.  This is mainly due to the accounting scandal and SEC probe that has beleaguered the company since 2004.  However, once all the dust has settled from the scandal, it may be that Krispy Kreme is relatively cheaper than its main public competitors, which include Tim Horton’s and Starbucks.  The industry is valued at a much higher PE than the current PE ratio for Krispy Kreme.  The good news is that even though Krispy Kreme may be undervalued compared to the industry, strong industry performance overall may help to lift up the stock.

marketable brand
The Krispy Kreme brand, fortunately, has not been tainted by its scandals in the upper-echelons of the business.  Krispy Kreme is still considered one of the premier brands for doughnuts today, and it could be argued that people are willing to pay a premium for their product.  It is also one of the most recognizable brands in the United States, which allows may allow it to successfully navigate through the recent tough times.  However, the company must be cautious about portraying itself mainly as a niche brand, particularly if it wants to expand to greater product offerings.

unique product
The Hot Original Glazed donut already has a cult following, of which the recent carb-craze has barely dented.  People still want their doughnuts as their once-in-a-while indulgence, and Krispy Kreme has done a great job in marketing its best seller as the indulgence of choice.  While it is by far the leader in terms of producing the best donut based on customer satisfaction, Krispy Kreme has struggled to introduce other higher-margin products, including coffee, into their product line.  They must find a way to best leverage the clout of Hot Original Glazed into greater customer demand for other products as well.

new management
With Brewster's connections in the grocery business—he previously served as president of the $6 billion snack and cereal division of Kraft Foods—some franchisees expect him to push sales in that channel, particularly of new products with a longer shelf life. They also expect Brewster to expand Krispy Kreme's offerings beyond doughnuts, perhaps adding bagels and muffins in the morning, beefing up the chain's uninspired coffee choices, and incorporating a lunch menu, as Dunkin' Donuts does.  There may also be possibilities for joint ventures with established beverage brands (for example, a Seattle franchisee has started selling a local coffee shop’s brand of beverages in his Krispy Kreme stores), in order for Krispy Kreme to extend its product line without taking on the capital risk.
investment risks
accounting scandal and SEC probe
As mentioned previously, the accounting scandal from 2004 and subsequent SEC probe has put a damper on Krispy Kreme investors, as the stock has fallen from $44 in November 2003 all the way down to about $4 per share in November 2005.  With this fallout, Krispy Kreme has had to settle numerous lawsuits, and because the company has not been reporting earnings for the past couple of quarters, there is a huge amount of uncertainty that comes with when the SEC probe will be resolved and what will come of it.  While new President and CEO Daryl Brewster has been put in place to straighten things out and clean up the books, it will take time before investors will once again place their money into Krispy Kreme.

slumping sales
Krispy Kreme reported in September that second-quarter revenue would come in at $110 million, down from about $140 million in the same period last year.  Sales have been down and just relying on the Krispy Kreme brand name has not brought people back into the stores.  Also, its reliance on one product (the Hot Original Glazed) has hurt the company overall, as doughnuts are a relatively low-margin product.  Krispy Kreme has not been very successful in expanding its product line to include high-margin products such as beverages, and in particular, coffee.

expensive operations, decline in stores
The Krispy Kreme strategy to produce doughnuts fresh in all stores has caused difficulties in implementation and also made individual franchises more expensive to operate.  Dunkin’ Donut currently has a system where goods are made in a central commissary and then shipped to nearby stores; however, if Krispy Kreme goes that route, which would increase efficiency and save costs, would the product be the same?  As it contemplates that idea, the total number of Krispy Kreme stores have been slowly dwindling, with many franchisees having to declare bankruptcy in light of floundering corporate support. 

niche brand only?
Although we mentioned that Krispy Kreme has had strong brand recognition, we would caution that the Krispy Kreme name may only be recognizable as a niche brand which produces doughnuts.  This may be one of the reasons why Krispy Kreme has had a tough time expanding outside its product base.

investment recommendation

In comparison to its previous high prices and the mania post-IPO, Krispy Kreme may be considered “cheap” from a valuation standpoint.  However, slumping sales and impending bankruptcies across franchisee stores have left a bitter taste in most investors’ mouths.  Because of its rapid and ill-timed expansion which led to a higher-than-sustainable 118 PE ratio, Krispy Kreme has since fallen from grace and has floundered near the bottom with slumping sales and a less-than-loving customer base.   The accounting scandal has further exacerbated the chain’s attempt to attract investors after the burst bubble.

We argue that the biggest driver of the business is sales, which have been declining for the chain over the past few quarters.  The inability of the company to even produce earnings reports for the last couple of months has also been discouraging, and several closings of stores around the country are adding to investors’ cautionary approach.  Krispy Kreme’s hype that made the stock jump all the way into the high $40s is no longer the concern; instead, we are worried more about the company’s ability to sustain same-store sales and streamline operations in a way that can make them compete in the industry.

Even with these negatives, we believe that Krispy Kreme’s brand name is strong enough and based on some substance, so it is likely not to be considered a simple “fad”.  Although the business simply revolves around the Hot Original Glazed, the product still has the ability to carry the franchise amidst carb-cutting, health-conscious Americans.  The challenge for Krispy Kreme lies ahead in its ability to expand its product line to include other segments (including lunch).  It may take the approach to focus solely on producing doughnuts in the future, which may mean that joint ventures with more established brands or local shops are likely.  
Because of the investment risks indicated above, we are generally discouraged about the stock, especially in light of recent sales reports.  The main strength of the company still lies in its brand. While Krispy Kreme is very inexpensive relative to its peers in the same industry, as of 10/18/2006, we believe that the company will face more difficulty before it rises. We rate Krispy Kreme a Sell and do not recommend that Smart Woman Securities invest in KKD. 

full financial statements

income statement
	In Millions of USD (except for per share items)
	  52 weeks Ending 2005-01-30 
	  52 weeks Ending 2004-02-01 
	  52 weeks Ending 2003-02-02 
	  53 weeks Ending 2002-02-03 
	  52 weeks Ending 2001-01-28 
	  52 weeks Ending 2000-01-30 

	 Revenue 
	 707.77 
	 649.35 
	 490.73 
	 394.35 
	 300.71 
	 220.24 

	 Other Revenue, Total 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 

	 Total Revenue 
	 707.77 
	 649.35 
	 490.73 
	 394.35 
	 300.71 
	 220.24 

	

	 Cost of Revenue, Total 
	 597.11 
	 493.65 
	 380.64 
	 316.95 
	 250.69 
	 190.00 
	
	
	

	 Gross Profit 
	 110.66 
	 155.69 
	 110.08 
	 77.41 
	 50.02 
	 30.24 
	
	
	

	

	 Selling/General/Admin. Expenses, Total 
	 56.47 
	 45.23 
	 30.07 
	 27.56 
	 20.06 
	 14.86 
	
	
	

	 Research & Development 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Depreciation/Amortization 
	 31.93 
	 22.31 
	 14.68 
	 7.96 
	 6.46 
	 4.55 
	
	
	

	 Interest Expense(Income) - Net Operating 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Unusual Expense (Income) 
	 161.85 
	 -0.53 
	 9.07 
	 - 
	 0.00 
	 0.00 
	
	
	

	 Other Operating Expenses, Total 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Total Operating Expense 
	 847.36 
	 560.66 
	 434.47 
	 352.47 
	 277.21 
	 209.41 
	
	
	

	

	 Operating Income 
	 -139.60 
	 88.68 
	 56.26 
	 41.89 
	 23.51 
	 10.84 
	
	
	

	

	 Interest Income(Expense), Net Non-Operating 
	 -7.72 
	 -5.84 
	 -2.01 
	 2.04 
	 1.01 
	 -1.23 
	
	
	

	 Gain (Loss) on Sale of Assets 
	 - 
	 - 
	 - 
	 -0.23 
	 -0.02 
	 0.00 
	
	
	

	 Other, Net 
	 -0.06 
	 0.15 
	 -3.47 
	 -1.15 
	 -0.72 
	 - 
	
	
	

	 Income Before Tax 
	 -147.38 
	 82.99 
	 50.78 
	 42.55 
	 23.78 
	 9.61 
	
	
	

	

	 Income After Tax 
	 -157.05 
	 49.84 
	 31.06 
	 26.38 
	 14.72 
	 5.96 
	
	
	

	

	 Minority Interest 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Equity In Affiliates 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Net Income Before Extra. Items 
	 -157.05 
	 49.84 
	 31.06 
	 26.38 
	 14.72 
	 5.96 
	
	
	

	

	 Accounting Change 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Discontinued Operations 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Extraordinary Item 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Net Income 
	 -198.34 
	 48.56 
	 31.06 
	 26.38 
	 14.72 
	 5.96 
	
	
	

	

	 Preferred Dividends 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Income Available to Common Excl. Extra Items 
	 -157.05 
	 49.84 
	 31.06 
	 26.38 
	 14.72 
	 5.96 
	
	
	

	

	 Income Available to Common Incl. Extra Items 
	 -198.34 
	 48.56 
	 31.06 
	 26.38 
	 14.72 
	 5.96 
	
	
	

	

	 Basic Weighted Average Shares 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Basic EPS Excluding Extraordinary Items 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Basic EPS Including Extraordinary Items 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	

	 Dilution Adjustment 
	 0.00 
	 0.00 
	 0.00 
	 0.00 
	 0.00 
	 0.00 
	
	
	

	 Diluted Weighted Average Shares 
	 61.63 
	 62.39 
	 59.49 
	 58.44 
	 53.66 
	 39.28 
	
	
	

	 Diluted EPS Excluding Extraordinary Items 
	 -2.55 
	 0.80 
	 0.52 
	 0.45 
	 0.27 
	 0.15 
	
	
	

	

	 Diluted EPS Including Extraordinary Items 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	

	 Dividends per Share - Common Stock Primary Issue 
	 0.00 
	 0.00 
	 0.00 
	 0.00 
	 0.00 
	 0.00 
	
	
	

	 Gross Dividends - Common Stock 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Net Income after Stock Based Comp. Expense 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Basic EPS after Stock Based Comp. Expsense 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Diluted EPS after Stock Based Comp. Expense 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Depreciation, Supplemental 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Total Special Items 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Normalized Income Before Taxes 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Effect of Special Items on Income Taxes 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Income Taxes Ex. Impact of Special Items 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Normalized Income After Taxes 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Normalized Income Avail to Common 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Basic Normalized EPS 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Diluted Normalized EPS 
	 -0.84 
	 0.79 
	 0.62 
	 0.45 
	 0.27 
	 0.15 
	
	
	


balance sheet
	In Millions of USD (except for per share items)
	  As of 2005-01-30 
	  As of 2004-02-01 
	  As of 2003-02-02 
	  As of 2002-02-03 
	  As of 2001-01-28 
	  As of 2000-01-30 

	 Cash & Equivalents 
	 27.69 
	 21.03 
	 32.20 
	 21.90 
	 7.03 
	 3.18 

	 Short Term Investments 
	 - 
	 0.00 
	 22.98 
	 15.29 
	 18.10 
	 - 

	 Cash and Short Term Investments 
	 27.69 
	 21.03 
	 55.18 
	 37.20 
	 25.13 
	 3.18 

	 Accounts Receivable - Trade, Net 
	 44.77 
	 63.09 
	 45.44 
	 35.91 
	 22.45 
	 19.57 

	 Receivables - Other 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 

	 Total Receivables, Net 
	 45.71 
	 71.82 
	 48.28 
	 41.22 
	 24.73 
	 21.23 

	 Total Inventory 
	 28.59 
	 29.82 
	 24.36 
	 16.16 
	 12.03 
	 9.98 

	 Prepaid Expenses 
	 - 
	 - 
	 3.48 
	 2.59 
	 1.91 
	 3.15 

	 Other Current Assets, Total 
	 17.38 
	 14.83 
	 9.82 
	 4.61 
	 3.81 
	 3.50 

	 Total Current Assets 
	 119.36 
	 137.50 
	 141.13 
	 101.77 
	 67.61 
	 41.04 

	

	 Property/Plant/Equipment, Total - Gross 
	 393.81 
	 354.40 
	 252.77 
	 156.48 
	 116.90 
	 93.24 
	
	
	

	 Goodwill, Net 
	 34.38 
	 197.16 
	 0.20 
	 - 
	 - 
	 - 
	
	
	

	 Intangibles, Net 
	 - 
	 - 
	 49.15 
	 16.62 
	 - 
	 - 
	
	
	

	 Long Term Investments 
	 5.97 
	 14.58 
	 11.21 
	 16.10 
	 20.70 
	 - 
	
	
	

	 Other Long Term Assets, Total 
	 9.23 
	 13.31 
	 5.23 
	 8.31 
	 4.84 
	 3.34 
	
	
	

	 Total Assets 
	 480.28 
	 656.60 
	 410.49 
	 255.38 
	 171.49 
	 104.96 
	
	
	

	

	 Accounts Payable 
	 17.44 
	 19.11 
	 14.05 
	 12.10 
	 8.21 
	 13.11 
	
	
	

	 Accrued Expenses 
	 43.62 
	 23.30 
	 20.98 
	 26.73 
	 21.24 
	 14.08 
	
	
	

	 Notes Payable/Short Term Debt 
	 - 
	 0.00 
	 0.90 
	 3.87 
	 3.53 
	 - 
	
	
	

	 Current Port. of LT Debt/Capital Leases 
	 48.10 
	 8.14 
	 3.30 
	 0.73 
	 0.00 
	 2.40 
	
	
	

	 Other Current liabilities, Total 
	 8.48 
	 8.12 
	 20.45 
	 9.11 
	 5.19 
	 7.00 
	
	
	

	 Total Current Liabilities 
	 117.64 
	 58.67 
	 59.69 
	 52.53 
	 38.17 
	 36.59 
	
	
	

	

	 Long Term Debt 
	 90.95 
	 137.11 
	 57.19 
	 3.91 
	 0.00 
	 20.50 
	
	
	

	 Capital Lease Obligations 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Total Long Term Debt 
	 90.95 
	 137.11 
	 57.19 
	 3.91 
	 0.00 
	 20.50 
	
	
	

	

	 Total Debt 
	 139.05 
	 145.26 
	 61.39 
	 8.51 
	 3.53 
	 22.90 
	
	
	

	

	 Deferred Income Tax 
	 3.91 
	 0.00 
	 9.85 
	 3.93 
	 0.58 
	 - 
	
	
	

	 Minority Interest 
	 0.39 
	 2.15 
	 5.19 
	 2.49 
	 1.12 
	 - 
	
	
	

	 Other Liabilities, Total 
	 26.45 
	 22.26 
	 5.22 
	 4.84 
	 5.95 
	 7.12 
	
	
	

	 Total Liabilities 
	 239.34 
	 220.19 
	 137.13 
	 67.71 
	 45.81 
	 64.21 
	
	
	

	

	 Redeemable Preferred Stock, Total 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Preferred Stock - Non Redeemable, Net 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Common Stock, Total 
	 295.61 
	 294.48 
	 173.11 
	 121.05 
	 85.06 
	 4.67 
	
	
	

	 Additional Paid-In Capital 
	 - 
	 - 
	 - 
	 - 
	 0.00 
	 10.80 
	
	
	

	 Retained Earnings (Accumulated Deficit) 
	 -55.25 
	 143.09 
	 102.40 
	 68.92 
	 42.55 
	 27.82 
	
	
	

	 Treasury Stock - Common 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Other Equity, Total 
	 0.58 
	 -1.16 
	 -2.16 
	 -2.31 
	 -1.93 
	 -2.55 
	
	
	

	 Total Equity 
	 240.94 
	 436.41 
	 273.35 
	 187.67 
	 125.68 
	 40.75 
	
	
	

	

	 Total Liabilities & Shareholders' Equity 
	 480.28 
	 656.60 
	 410.49 
	 255.38 
	 171.49 
	 104.96 
	
	
	

	

	 Shares Outs - Common Stock Primary Issue 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Total Common Shares Outstanding 
	 61.76 
	 61.29 
	 56.30 
	 54.27 
	 51.83 
	 37.36 
	
	
	


statement of cash flows
	In Millions of USD (except for per share items)
	  52 weeks Ending 2005-01-30 
	  52 weeks Ending 2004-02-01 
	  52 weeks Ending 2003-02-02 
	  53 weeks Ending 2002-02-03 
	  52 weeks Ending 2001-01-28 
	  52 weeks Ending 2000-01-30 

	 Net Income/Starting Line 
	 -198.34 
	 48.56 
	 31.06 
	 26.38 
	 14.72 
	 5.96 

	 Depreciation/Depletion 
	 31.98 
	 22.81 
	 14.68 
	 7.96 
	 6.46 
	 4.55 

	 Amortization 
	 - 
	 - 
	 - 
	 - 
	 - 
	 - 

	 Deferred Taxes 
	 10.12 
	 -3.49 
	 0.06 
	 2.55 
	 1.67 
	 0.26 

	 Non-Cash Items 
	 213.19 
	 40.32 
	 21.03 
	 11.81 
	 2.38 
	 1.01 

	 Changes in Working Capital 
	 31.18 
	 -25.53 
	 -14.92 
	 -12.49 
	 6.88 
	 -3.27 

	 Cash from Operating Activities 
	 88.14 
	 82.67 
	 51.91 
	 36.21 
	 32.11 
	 8.50 

	

	 Capital Expenditures 
	 -74.31 
	 -78.32 
	 -81.70 
	 -37.31 
	 -25.66 
	 -11.34 
	
	
	

	 Other Investing Cash Flow Items, Total 
	 26.70 
	 -91.63 
	 -9.94 
	 -14.95 
	 -41.63 
	 1.31 
	
	
	

	 Cash from Investing Activities 
	 -47.61 
	 -169.95 
	 -91.64 
	 -52.26 
	 -67.29 
	 -10.03 
	
	
	

	

	 Financing Cash Flow Items 
	 0.17 
	 -5.21 
	 3.66 
	 4.83 
	 -0.34 
	 0.03 
	
	
	

	 Total Cash Dividends Paid 
	 - 
	 - 
	 0.00 
	 0.00 
	 -7.00 
	 -1.52 
	
	
	

	 Issuance (Retirement) of Stock, Net 
	 1.18 
	 19.52 
	 7.14 
	 21.11 
	 65.74 
	 0.00 
	
	
	

	 Issuance (Retirement) of Debt, Net 
	 -35.56 
	 61.80 
	 39.23 
	 4.99 
	 -19.38 
	 1.88 
	
	
	

	 Cash from Financing Activities 
	 -34.21 
	 76.11 
	 50.03 
	 30.93 
	 39.02 
	 0.40 
	
	
	

	

	 Foreign Exchange Effects 
	 0.34 
	 0.00 
	 - 
	 - 
	 - 
	 - 
	
	
	

	 Net Change in Cash 
	 6.66 
	 -11.17 
	 10.30 
	 14.88 
	 3.84 
	 -1.13 
	
	
	

	

	 Cash Interest Paid, Supplemental 
	 7.25 
	 4.56 
	 1.97 
	 0.34 
	 0.61 
	 1.52 
	
	
	

	 Cash Taxes Paid, Supplemental 
	 -7.50 
	 -2.76 
	 5.30 
	 6.62 
	 5.89 
	 5.41 
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