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CASE STUDY TOTAL 100 MARKS

Answer ALL questions

In April 2011 JJB Sports plc (JJB) successfully completed a £65 million capital
raising, CVA (Company Voluntary Arrangement) and transfer to AIM. Since then
JJB has experienced difficult trading conditions and reported a loss before taxation for
the year ended 29 January 2012 of £101,129,000. Assume it is now April 2012.

The Board of JJB intends to carry out a further capital raising of £30 million (before
expenses) by way of the exercise of 2011 Warrants, the issue of Subscription Shares,
First Convertible Loan Notes and a strategic alliance with Dick’s Sporting Goods Inc.

Your firm has been asked to advise JJB on its future strategy and financing needs. A
partner in your firm has asked you to prepare information that is going to be
incorporated into a report for a meeting with the board of JJB that you are both going
to attend.

You have the following document available to you in hard copy:

A summary of the 2011 capital raising, CVA and transfer to AIM

An update of events since the 2011 capital raising, CVA and transfer to AIM

The 2012 JJB Annual Report

The background to and reasons for the 2012 strategic investment and details

of the financing package

e Spreadsheets containing financial information regarding JJB and comparable
companies

e Information on Dicks’s Sporting Goods Inc

Requirements

1 Prepare a detailed financial analysis of JJB identifying trends and give your
conclusions on the areas of weakness that the company should seek to address.
(25 marks)
2 Summarise the capital raising of £30 million, arrangements with creditors and

suppliers and give your supported conclusion on whether these actions are
likely to ensure that the company is able to survive its current difficulties.

(25 marks)
3 Discuss the advantages and disadvantages of the strategic alliance with Dicks
Inc. You should include a SWOT analysis and a conclusion in your answer.
(25 marks)
4 Identify and discuss alternative courses of action that JJB might adopt other

than the 2012 capital raising and arrangements with creditors and suppliers
(you should state the advantages and disadvantages of any alternatives that
you identify). (10 marks)
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5 Identify and comment upon any implications that the current capital raising
and strategic partnership might have regarding the City Code on Takeovers
and Mergers. (15 Marks)
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