
Presentation to Analysts
Interim Results

9 September 2008



Executive summary: H1 08 Performance
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• Trading in line with June expectations, with recurring EBITDA of £1.1m 

in the period on sales of £13.9m.

• First half profitability impacted by lower IVA margins and disruption as 

we consolidated our operations.

• Group loans and overdrafts of £10.9m at end of the period
– reduced by £1m in the two months since end-June.

– funding in place and on-going cash generative business.

• Significant improvements since Chris Moat joining as Chief Executive 

in May. 
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• Restructuring and integration of operations now complete, with 

associated annual savings of £1.4m from the mid-year.

• Operational performance now improving, with margins stable and the 

core operation profitable
– Management working on further improvements to offset slowdown in mortgage 

market.

• Next step implemented to build a broader group with the roll out of 

Lawrence Charlton Debt Management after H1 pilot
– 3,301 DMPs completed in H1, all DMPs now written in-house from July.

Executive summary: H1 08 Progress



H2 2008

– Cash generation – reduce borrowings by £2m

– Restore IVA conversions

– Embed Debt Management

– Launch wider range of financial services

FY 2009

– Expand marketing through partnerships

– Maintain IVA market share and lift conversions

– Build Debt Management market share

– Embed widened range of financial services

– Further reduction in borrowings
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Executive summary: Outlook

Macro economic climate supports return to growth through 2009.



• Financial Summary

• Market Background

• Transitioning the Business

• De-risking Execution

• Outlook

• Synopsis
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FINANCIAL SUMMARY



FAIRPOINT
Solutions for the over indebted

IVA Debt Management Financial Services Partnerships

• Market leader in IVAs • Rollout from  9 July • Mortgage capability 
retained

• Extended distribution 
capability

• 21 % market share • 1,365 new cases by 
mid year

• Banking services 
launch in October

• Over 2,400 by end of 
August

• Switching services 
launch in October

Structuring for profitable growth



Profit and Loss Restated 
6 months 
to Jun 07

£k

Restated
6 Months 
to Dec 07

£k

6 Months 
to Jun 08

£k

Continuing operations

Revenue 14,158 14,863 13,915

Cost of sales (5,586) (5,935) (5,798)

Direct Labour & Admin (5,644) (6,759) (6,926)

Recurring EBITDA 2,928 2,169 1,191

Interest & depreciation (332) (503) (715)

Recurring Adjusted PBT 2,596 1,666 476

Non-recurring items - (921) (1,302)

Adjusted PBT from 
Continuing operations

2,596 745 (826)

Discontinued operations

Trading loss (477) (663) (146)

Impairment - (503) -

(477) (1,166) (146)
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Financial Summary: Group

Performance

• IVA centric business affected by

• Depressed demand in Q1 08

• Compressed margins

Progress

• Single site operation

• Debt Management pilot now rolled out

• Deal secured for additional of financial 

services

Outlook

• Improving income and profitability from 

operational recovery in IVAs and scale 

up of Debt Management plans

• Deterioration in income from 

mortgages



Performance

• New business volume down 

• Deteriorating conversion rate 

generating a higher cost per sale 

• Fees stable since end ‘07

Progress

• Recovery plan underway

• Continued profitability

Outlook

• Cost per sale expected to improve 

through operational effectiveness

• Continued fee stability

• Stable breakage rates

6 months to 
Jun 07

6 months to 
Dec 07

6 months to 
Jun 08

New Business £k £k £k

Revenue 10,889 11,003 9,123

Marketing costs (5,304) (5,603) (5,268)

Direct costs (2,435) (2,143) (2,075)

Contribution from new 
business

3,150 3,252 1,780

Ongoing Business £k £k £k

Revenue 1,843 2,560 3,142

Direct costs (842) (1,282) (1,454)

Contribution from 
ongoing business

1,001 1,278 1,688

Financial Summary: IVA

New Customers 3,497 4,368 3,949

Existing
Customers

10,517 14,402 16,379

Customer Numbers



6 months to 
Jun 07

6 months to 
Dec 07

6 months to 
Jun 08

£k £k £k

Revenue 172 209 636

Marketing costs (86) (105) (348)

Direct costs - - (85)

Contribution from new 
business

86 104 203

£k £k £k

Revenue - - 51

Direct costs - - (21)

Contribution from ongoing 
business

- - 30
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Performance

• New business growth during the pilot 

period both referred and in-house

• Profitable and cash generative 

business from commencement

Progress

• Lawrence Charlton fully live from 9th

July

Outlook

• Rapidly growing market place –

forecast  320,000 plans in FY08

• Improved revenues and margins 

through in-house operation

• Growing contribution from customer 

base

Financial Summary: Lawrence Charlton

New  Referred 
Customers

1431 2212 1936

New Lawrence Charlton 
Customers

1365

Existing
Customers

1130

Customer Numbers



6 months to 
Jun 07

6 months to 
Dec 07

6 months to 
Jun 08

£k £k £k

Revenue 1,254 1.091 963

Marketing costs (196) (222) (182)

Direct costs (184) (244) (255)

Contribution from new 
business

874 625 526
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Performance

• Full dependency on mortgage broking 

income

• Customer growth from lower risk, lower 

margin mortgage sales

• Conversions declined 50% year on 

year

Progress

• Mortgage cost base reduced by 50% 

from June 2008

• Agreement reached for launch of 

banking services and switching service 

from October 2008

Outlook

• Mortgage capability will be retained but 

break even contribution expected to 

the P&L in H2 2008

• New products will support customer 

acquisition and retention efforts on 

core debt solutions

Financial Summary: Financial Services

New  Customers 340 377 408

Customer Numbers
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6 months 
to Jun 07

£k

6 Months to 
Dec 07

£k

6 Months to 
Jun 08

£k

Customer Numbers

New Business 5,268 6,957 7,658

Existing Customers 10,517 14,402 17,509

Contribution £k £k £k

IVA 4,151 4,530 3,468

Lawrence Charlton 86 104 231

Financial Services 874 625 526

5,111 5,259 4,225

Central Overheads 2,183 3,080 3,034

Recurring EBITDA 2,928 2,169 1,191

Financial Summary: Segmental review

Performance

• Growing customer franchise

• Stabilising contribution from IVAs

• Embryonic growth in Lawrence 

Charlton

• Pressure on mortgage contribution

Outlook

• Strengthening contribution from IVAs

through increased operational 

effectiveness

• Strengthening contribution from Debt 

Management through organic growth

• Declining contribution from mortgages 

due to market conditions

• Lowering overhead base following 

closure of the Nottingham contact 

centre



6 month 
to Jun 07

£

6 months to 
Dec 07

£

6 months to 
Jun 08

£

Opening cash 1,162 (2,066) (5,636)

Trading inflows 321 (754) (1,291)

Interest (4) (170) (407)

Share capital 113 283 -

Capital expenditure (2,554) (844) (577)

Dividends - (1,129) (1,698)

Corporation tax (709) (953) -

Financing 713 (573) (526)

Acquisitions (1,108) 570 -

Closing cash (2,066) (5,636) (10,135)
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Financial Summary: Cash flow

Performance

• H1 borrowings increased by £4.2m 

driven by:

• High marketing investment

• Pay down of £1.5m debt 

factoring

Progress

• Funding facilities with RBS

• Funding at LIBOR + 150bps

• £1m reduction in borrowings since 1st

July

Outlook

• No interim dividend proposed

• No anticipated final dividend



MARKET BACKGROUND



The need for debt solutions is growing 
rapidly
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• Total UK personal debt at end July 2008 

stood at £1.449 trillion1.

– Of which £1.218 trillion1 is secured on 
homes.

• Britain’s interest payments totalled £95 

billion in the last 12 months.

• 2751 people will be declared insolvent 

today.

• 1041 properties will be repossessed today.

• The number of debt management plans will 

double in 2008 to 320,0002.

• A reduction in house prices makes 

“borrowing your way out of trouble” harder 

to achieve.

• 1.4 million households hold fixed rate 

mortgages which are due to expire in 

20085.

Source
1 Credit Action
2 TDX Group
3  Insolvency Services
4 HBOS
5 Council of Mortgage Lenders
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Debt Management: A temporary sanctuary

Growth drivers
• Economic environment 
• Creditor preference
• Northern Rock & MBNA
• State of consumer readiness

The opportunity
• Extension into lower value indebtedness 
• A temporary sanctuary



TRANSITIONING THE 
BUSINESS



Customer Rehabilitation

Customer Management

Value Proposition

Lead Qualification

Lead Generation

Current Capability Improvement options
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Transitioning the business

OUR CORE BUSINESS PROCESS

90% Direct
Stable cost per lead

Telephone bias
Multistage process

Operational deficiencies

IVA bias

Administrative
contacts

Final
Settlement

Indirect
Opportunity

Web bias
Simplified process

Product
Broadening

Maintenance &
Cross Selling

Credit
Re-entry



Areas of
Expansion

The Financially Stressed Consumer
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Fairpoint Group’s principal products
Comparison of Insolvency Solutions 
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DMP IVA Bankruptcy

Minimum practical debt level? £5,000 £15,000 £1,000

Type of debt allowed? Consumer credit Any Any, excluding student loans

Length of repayment? Until repaid, typically 
15 years ++

Typically 5 years 1 year

Debt forgiveness? � � �

Binding upon creditors? � � �

Protection from creditor action? � � �

Credit rating affected? � � �

Impact upon employment � � � �

Home at risk? � � �



DE-RISKING EXECUTION



Exception costs £’m Cost Annualised 
Saving

Management restructuring 0.4 0.4

Staff redeployment 0.4 0.5

Premises 0.3 0.3

Outsourcing contracts 0.1 0.2

1.3 1.4
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• Operations merged into one site with closure of Nottingham on 30 June 2008

• £1.4m annualised cost savings as from mid-year

• Staff numbers reduced from 479 in January to 389 in June

• 3,000 Clear Start case migrated to back book, reducing unit supervision costs

• Further management team restructuring

De-risking: Cost base



Management
&

Coaching

Sales
Process

Performance
Management

TrainingRecruitment
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De-risking: IVA conversion

Lead Mix

Problem Areas

Cost per sale 
not cost per 
lead modelling

Shortened 
payback period 
for evaluation 
of marketing 
spend

New selection 
criteria

Emphasis on 
call centre 
experience 
rather than low 
cost without 
experience.

Completely new 
programme

Modular driven 
for new and 
existing staff

Emphasis on 
sales not 
technical skills

Performance 
management 
framework 
introduced

Clear role 
definition

Visible targets

New sales 
orientated 
scripts

New incentive 
programme

New call quality 
monitoring and 
feedback

Revised 
management 
structure and 
teams

Team leader role 
redefined with 
emphasis on 
coaching

Actions Taken

Comprehensive recovery plan delivering rapid improvement
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De-risking: Debt Management

Non product specific debt help advert used to generate
demand.  Allows spread of existing marketing spend over 
multiple product solutions. 

Lead Qualification

Sales conversion

Set up and 
management

Lead Generation

Single process used to qualify all leads.  Debt 
management benefiting from general operational 
improvements.

Now generating an average of 550 sales per month with 
conversion rates improving.

Set up and payment collection capability proven.  Creditor 
liaison capability developing quickly.

Execution risk rapidly subsiding; revenue on plan; and performance improving
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De-risking: Cash Management

1. Cash generative business since July

2. Control process over cash usage

3. Banking facility with headroom

4. £29.4m of net cash flows from existing IVA book



OUTLOOK



H2 2008 FY 2009

IVA ���� • Seasonally lower marketing 

costs.

• Focus on growing conversions.

• Strong back book revenues.

• Benefit from lower acquisition 

costs on marketing spread to 

other business.

• Marketing investment in line 

with FY08.

• Back book growth of 8-10%

DMP ���� • Current run rate maintained.

• Fees in line with H1.

• Aim to grow conversions by 

50% from current volumes.

• Build out base of live cases to 

enhance contribution.

Financial Services ~ • Minimal mortgage contribution.

• Introduction of banking services 

and other products.

• Continued low volume of 

mortgage.

• Restore contribution through 

higher take up of other 

services.

Central overhead � �� �� �� �
• Falling with benefits of restructure

• Further opportunities being 

pursued.

Outlook : Business Line Impact
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� �� �� �� � Above expectations   ���� In line with expectations ~ Below expectations



Outlook – Key Metrics
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SYNOPSIS



Synopsis : Platform for growth

• Operational issues in core IVA business have held back 2008.

• Restructuring in progress and conversions recovering.

• Debt management established.

• Business has been stabilised.

• Remain the market leader in IVA, large prize to aim for in DMP.

• Financial resources in place and increasingly cash generative.

• Second half in line with June trading statement.
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END


