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Disclaimer
IMPORTANT NOTICE: This Disclaimer contains important information concerning the nature and scope of the information and statements appearing
in this presentation, the audience for which it is intended, and the use which may be made of it.
•

This presentation (“Presentation”) contains information that has been prepared by BrightHouse Group plc (the “Company”) for information purposes only.

•

The information and opinions contained in this Presentation (including, without limitation, any forward-looking statements) are provided as at the earlier of: (i) the date of this Presentation; and (ii) any other
date on which they are stated to be given, and are subject to change without notice. Save as required by law, neither the Company, nor any of its subsidiaries (collectively, the “Group”) intends, or
undertakes any obligation, to update any information or opinions contained in this Presentation going forward, to correct any inaccuracies which may become apparent or to provide any further information
relating to the future performance of the Group. Recipients (including current and prospective holders of the Company’s £220,000,000 7.875% Senior Secured Notes due 2018 (the “Notes”)) are cautioned
not to place undue reliance on this Presentation or the information or opinions contained herein.

•

No representation, warranty or undertaking, express or implied, is made by any Group company or any of its affiliates or any of its or its affiliates’ respective members, directors, officers or employees as to,
and no reliance should be placed on, the accuracy, fairness or completeness of the information or the opinions contained in this Presentation. The contents of this Presentation have not been
independently verified by or on behalf of the Group or its advisers, or by any other independent third party. This Presentation contains a brief overview of solely the matters to which it relates and does not
purport to provide an exhaustive summary of all relevant issues.

•

This Presentation does not constitute financial product, investment, tax, accounting or legal advice, a recommendation to invest in any securities of any Group company, or any other person, or an invitation
or an inducement to engage in investment activity with any person. This Presentation has been prepared without taking into account the objectives, financial situation or needs of any particular recipient of
this Presentation, and consequently the information and opinions contained in this Presentation may not be sufficient or appropriate for the purpose for which a recipient might use it. Any such recipients
should conduct their own due diligence, consider the appropriateness of the information and opinions in this Presentation having regard to their own objectives, financial situation and needs, and seek
financial, legal, accounting and tax advice appropriate to their particular circumstances.

•

This Presentation does not constitute an offer to sell or a solicitation of an offer to buy any securities of the Group or any other person in the United States or any other jurisdiction. This Presentation is not
directed at, or intended for distribution, publication, availability to or use by, any person or entity that is a citizen or resident or located in any locality, state, country or other jurisdiction, where such
distribution, publication, availability or use would be contrary to law or regulation, or which would require any registration or licensing within such jurisdiction.

•

This Presentation includes statements, estimates, opinions and projections with respect to anticipated future performance of the Group (“forward-looking statements”) which reflect various
assumptions concerning anticipated results taken from the Group’s current business plan or from public sources, which may or may not prove to be correct. Such forward-looking
statements reflect the Company’s expectations as of the date of this Presentation, based on the Group’s then current business plan and various other assumptions and involve significant
risks and uncertainties and should not be read as guarantees of future performance or results and will not necessarily be accurate indications of whether or not such results will be achieved.
Although the Company and the Group believe that the expectations reflected in the forward-looking statements were reasonable at the time they were made, the Group can give no
assurances that they will materialise or prove to be correct. Because these statements are based on assumptions or estimates and are subject to risks and uncertainties, the actual results or
outcome could differ materially from those set out in the forward-looking statements. Some of such risks and uncertainties are identified in the “Forward-Looking Statements” and “Risk
Factors” sections of the Listing Particulars in relation to the Notes dated 16 May 2013 and the sections describing material risk factors and material recent developments contained in the
reports prepared by the Company in compliance with the reporting undertakings under the Notes. It is up to the recipient of this Presentation to make its own assessment of the validity of
such forward-looking statements and assumptions and no liability is accepted by any Group company, or any director, officer, employee, agent, partner, affiliate, manager or adviser of the
Company or any Group company or any other person in respect of the achievement of such forward-looking statements and assumptions. In particular, no Group company accepts any
liability whatsoever to any person, regardless of the form of action, including for any lost profits or lost opportunity, or for any indirect, special, consequential, incidental or punitive damages
arising from any use of this Presentation, its contents or preparation or otherwise in connection with it, even if such Group company has been advised of the possibility of such damages.

•

This disclaimer shall be governed exclusively by and construed in accordance with English law. If any provision of this disclaimer is held to be invalid or unenforceable, then that provision shall be severed
accordingly, and the remaining provisions shall continue to be valid and enforceable.

•

Certain numerical figures contained in this Presentation, including financial information and certain operating data, have been subject to rounding adjustments. Accordingly, in certain instances, the sum of
the numbers in a column or within a table may not conform exactly to the total figure given for that column or row or the sum of certain numbers presented as a percentage may not conform exactly to the
total percentage given.

•

Capitalised terms used but not defined herein have the meanings assigned to them in our Quarterly Report as of and for the thirty-nine weeks ended 31 December 2016.
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Introduction
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In this presentation we are seeking to:
• Provide the market with updates on our preliminary FY 2016/17 results and current
trading
• Provide guidance on the financial metrics that underpin the expected outlook for
the business
• Provide additional information to assist understanding of the business outlook
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Unaudited Preliminary FY 2016/17 Financial Results
FY 2015/16

FY 2016/17

•

Lower levels of sign-ups have impacted
revenue

Revenue
Gross Profit
EBITDA (pre-exceptional)
Exceptional Items

370.7
199.2
56.0
(3.3)

320.1
162.5
11.7
(87.2)

•

Operating Cash flow
Capex
Year End Cash Balance

55.5
(16.6)
41.4

69.0
(15.1)
77.8

10.0

6.0

Gross profit margin of 50.8%
(FY 2015/16: 53.7%) due to absence of
late fees and related impact on
customer payment behaviour,
increasing cost of bad debt

560.1
72.7%
312
25.8
33.2
276.2

403.8
73.8%
283
14.8
26.6
232.0

•

Operating cash flow of £69.0m
(FY 2015/16: £55.5m) driving a yearend cash balance of £77.8m

•

Exceptional items FY 2016/17 include
an expected £75m goodwill
impairment

FINANCIAL SUMMARY
Profit & Loss (£m)

Cash Position (£m)

Of which restricted1
KPIs
Contract Portfolio (£m)
Expected Cash Conversion
Store Numbers
Gross Dues (£m)
Dues Base (£m)
Customer Base (000's)

Notes:
1. Predominantly related to cash held at Maltese Insurance Subsidiaries
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Current Trading
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• Revenue to the end of May 2017 was £45.7m, £0.9m behind plan primarily due to
the absence of £1.1m of budgeted late fees
• YTD up to the end of May 2017 pre-exceptional EBITDA was (£0.1m), behind plan by
approximately £1.4m. This was principally due to a £2.2m shortfall attributable to
the absence of late fees and the related issue of higher cost of bad debt
• FY 2017/18 business plan assumed late fees reintroduced from the start of April,
contributing £6.5m of revenue and EBITDA over the full year
• Discussions with the FCA about the reintroduction of late fees are ongoing.
While we expect them to be reinstated later this year, there is no confirmed
date for this
• In addition, absence of late fees is adversely affecting customer payment
behaviour
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• Following the changes in affordability process, the profile of new and terminating
contracts has altered which will impact the Income Statement over the next two
years
• This presentation explains the effect of the above on the Dues Base, which
determines the collectable revenue, and provides another more detailed level of
business metrics to assist the market in considering the expected outlook for the
business
• Detailed financial metrics and additional information is included in the appendix to
further assist in the understanding of the business outlook for the years to
FY 2021/22
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Dues Base

Dues Base builds up over time as Gross Dues
are required to increase before they can
offset contract terminations

•

•

•

•

The Dues Base is a metric that is helpful to
explain the changes in revenue
The Dues Base provides the projected monthly
collectable revenue1 at a given point in time
• The collectable revenue for the entire
year can be approximated by multiplying
the average of the opening and closing
Dues Base for the year by twelve2
After a period of growth in the Dues Base from
FY 2013/14 to FY 2015/16, the Dues Base
reduced by £6.6m in FY 2016/17
An increased level of Gross Dues from new
contract sign-ups is required to offset
terminations and result in positive Net Dues

Notes:
1. Collectable revenues are adjusted for the P&L item “VAT, discounts and other
revenues” to calculate reported total revenues
2. Each month is 4.333 weeks for the purposes of this calculation
3. FY 2017/18 opening Dues Base as per business plan

Expected Dues Base evolution
y/e 31-Mar, £m
Over a 12 month period
Gross Dues (new
agreements)
Terminations
Net Dues (movement)
As at year end
Opening Dues Base
Net Dues (movement)
Closing Dues Base
Contract portfolio at y/e
Implied agreement term
(months)

Mar-14A Mar-15A Mar-16A Mar-17A Mar-18P Mar-19P Mar-20P Mar-21P Mar-22P

25.2
(22.1)
3.1

25.7
(22.7)
3.0

25.8
(24.5)
1.3

14.8
(21.4)
(6.6)

19.3
(20.9)
(1.5)

22.2
(20.6)
1.6

23.0
(20.5)
2.5

23.8
(22.6)
1.1

24.7
(23.7)
1.0

25.8
3.1
28.9

28.9
3.0
31.9

31.9
1.3
33.2

33.2
(6.6)
26.63

26.33
(1.5)
24.8

24.8
1.6
26.4

26.4
2.5
28.8

28.8
1.1
30.0

30.0
1.0
31.0

565.5

582.4

560.1

403.8

381.0

410.9

430.3

435.5

465.0

19.6

18.3

16.9

15.2

15.4

15.6

14.9

14.5

15.0

Key definitions
Gross Dues: The projected monthly payments from new agreements signed in the year

Terminations: The decrease in collectable monthly payments arising from contracts that have been
terminated early or have run to the contractual term
Net Dues: The increase / (decrease) in collectable monthly payments driven by the new agreements signed
and terminations of existing agreements within the period
Dues Base: The projected monthly collectable income at a given point in time. Annual collectable revenue
is approximated by taking the average of opening and closing Dues Base multiplied by twelve
Contract portfolio: The aggregate amount of remaining payments due under our hire purchase agreements
on a given date through the term of the relevant contracts in effect on such date, assuming that all
contracts are paid in full and not terminated prior to maturity
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•

Unaudited preliminary pre-exceptional EBITDA for FY 2016/17 of £11.7m, due to lower signups driving a lower Dues Base, which is impacting revenue

•

Current year EBITDA behind plan by c. £1.4m, caused principally by a £2.2m shortfall from the
delay in the reintroduction of late fees and the higher cost of bad debt. New business from
sign-ups in stores is in line with the plan

•

The Company has provided assumptions and financial metrics to reflect the expected
earnings and cash flow to assist in the understanding of the business outlook for the years to
FY 2021/22

•

An increase in Gross Dues from contract sign-ups is required to offset terminations and
achieve positive Net Dues

•

We continue to work with the FCA on the reintroduction of late fees, the recommencement
of lending to temporarily excluded customer segments, and our affordability action plan
8
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Appendix
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Information Statement: Financial Metrics
Line items

FY 2016/17 unaudited preliminary results

FY 2017/18 – FY 2021/22

VAT, discounts and other
revenues

Collectable revenues reduced by c. 10.8% to
approximate total revenue

Collectable revenues reduced by c. 8% p.a. to approximate total revenue
- Other revenues includes £6.5m income from late fees in FY 2017/18 which are not yet reintroduced

Gross profit margin

c. 50.8% of total revenue

c. 50.5% in FY 2017/18, 50.4% in FY 2018/19, 51.3% in FY 2019/20, 51.8% p.a. in FY 2020/21 and FY
2021/22 of total revenue

Opex (pre-exceptional)

c. £163.7m

Decrease of c. 5.2% in FY 2017/18, decrease of c. 3.3% in FY 2018/19, flat in FY 2019/20, decrease of
0.3% in FY 2020/21 and increase of c. 0.5% in FY 2021/22

Depreciation & amortisation1

c. £12.9m

c. 9.3% of COGS p.a. in FY 2017/18 and FY 2018/19, c. 10% of COGS in FY 2019/20, c. 10.5% of COGS
in FY 2020/21 and c. 10% of COGS in FY 2021/22

Change in working capital
including the impact of
exceptional items

c. £20.4m cash inflow

£4.5m cash inflow in FY 2017/18, £3.6m cash outflow in FY 2018/19, £2.8m cash inflow in FY
2019/20, £1.5m cash inflow p.a. in FY 2020/21 and FY 2021/22

Rental asset cost of sales
depreciation

c. £99.4m

c. 63% of COGS p.a. up to and including FY 2018/19; c. 64% of COGS p.a. thereafter

Rental asset disposals / write-offs

c. £26.3m

c. 18% of COGS p.a. in FY 2017/18 and FY 2018/19, c. 19% of COGS p.a. thereafter

Rental asset purchases

c. £5.9 of rental asset purchases per £1 of
monthly Gross Dues, expected to be £86.9m

c. £5.7 per £1 of monthly Gross Dues in FY 2017/18, c. £5.4 per £1 of monthly Gross Dues thereafter
until FY 2021/22

Capex

£15.1m

c. 6.3%, c. 4.6% and c. 2.4% of total revenues in FY 2017/18, FY 2018/19 and FY 2019/20
respectively; c. 2% of total revenues p.a. thereafter

Exceptional cash outflows2

£2.3m

£10.5m in FY 2017/18, £2.6m in FY 2018/19, £3.4m in FY 2019/20, £2.9m in FY 2020/21 and none in
FY 2021/22

P&L items

Items to calculate free cash flow

Notes:
1. D&A included in opex to be added back to calculate EBITDA
2. Forecast exceptional do not include any costs related to the refinancing of the Company’s £220m notes
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