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Fairpoint – a rapidly changing business 

Chris Moat 
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Revenue 

£54.1m 
+ 41% 

 
2014: £38.3m 

Adjusted PBT** 

£10.5m 
+ 13% 

 
2014: £9.3m 

Loss before tax* 

£5.7m 
After £9m 
impairment 

 
2014: £3.4m profit 

Adjusted EPS** 

19.29p 
+ 12% 

 
2014: 17.17p 

Cash generation 

£7.9m 
Net cash generated from 
operating activities 

 
2014: £5.7m 

Net debt*** 

£13.6m 
After £11m spent 
on acquisitions 
 

2014: £7.6m 

Final dividend 

4.35p 
+ 6% 

 
2014: 4.1p 

Total dividend 

6.8p 
+ 6% 

 
2014: 6.4p 

2015 Financial Highlights 

* Loss before tax of £5.65m (2014: profit of £3.45m) plus amortisation of acquired intangible assets of £4.78m (2014: £3.27m), impairment of goodwill of 
£9.01m (2014: nil), unwinding of the discount on contingent consideration of £0.88m (2014: nil) and exceptional items of £1.44m (2014: £2.53m). This 
therefore reflects a non-statutory measure. 
** Adjusted for the net of tax effect of amortisation of acquired intangible assets, goodwill impairment, unwinding of the discount on contingent consideration 
and exceptional items. This therefore reflects a non-statutory measure. 
*** Net debt is bank borrowings less cash. 



Introduction & Overview 

• Double digit growth of adjusted profit and revenues 

 

• Legal services now accounts for the majority of group revenues: 

– Operating platform established and prepared for further growth  

– Progress on the organic growth agenda which delivered 4% underlying year on year growth 

– Acquisition of Colemans which adds around £19m pro forma revenues 

 

• Debt solutions businesses continue to be profitable and cash generative: 

– Continued difficult market conditions in IVAs resulted in goodwill impairment   

 

• A strong balance sheet, significant cash generation and long term bank facilities support 
further growth 

 

• Increased proposed final dividend reflecting strong financial performance and confidence in 
the future  

 

• Significant growth opportunities expected in legal services 
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FY 2015 Revenues 

IVA DMP CM LS 

FY 2014 Revenues 

IVA DMP CM LS 

Transformation in numbers 
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Legal Services revenues: 
• 58% of Group revenues in 2015 
• 67% of Group revenues in 2015 on a pro forma basis 

Legal 
Services 

Legal 
Services 



Redefining the target operating model 
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Marketing &  
Distribution 

Platform Capability 
Product Portfolio 

Management 

Towards a single legal 
brand (Simpson Millar) 

 
Development of a 

consumer franchise 

Harnessing the 
opportunities presented 
by regulatory landscape 

Delivering the integration 
programme 

 
Utilising organic and 
acquisition activity to 
develop the platform 



Results analysis 

John Gittins 

Financial Results 2015 

John Gittins 



Income statement highlights 

• Revenue up 41%, driven by growth in consumer legal services 

• Adjusted profit before tax up by 13% to £10.5m (2014: £9.3m)  

• Finance costs of £0.7m (2014: £0.5m) 

• Effective tax rate on adjusted PBT of 18% (2014: 20%), the lower tax rate relating to 
adjustments to prior periods 

• Adjusted basic EPS of 19.29p (2014: 17.17p), up by 12% 

• Final dividend proposed of 4.35p, up by 6% 
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£m 2015 2014 

Revenue  54.1 38.3 

Gross profit 28.6 20.3 

Adjusted profit before tax 10.5 9.3 

(Loss) profit before tax (5.7) 3.4  

Adjusted basic EPS 19.29p 17.17p 



Reconciliation of adjusted to reported results 
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£m 2015 2014 2015 comments 

Adjusted profit before tax 10.5 9.3 - 

Exceptional items (1.4) (2.5) Colemans acquisition, 
restructuring and regulatory costs 

Amortisation of acquired intangibles (4.8) (3.3) £20m of acquired intangibles 
since 2014 

Unwind of discount on contingent 
consideration 

(0.9) - £7.3m of contingent consideration 
liabilities 

Impairment of IVA goodwill (9.0) - 23% market decline in 2015; 
lowest volumes since 2008 

Reported (loss) profit before tax* (5.7) 3.4 - 

*subject to rounding 



IVA Impairment explained 
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• IVA goodwill totalling £11.3m mostly created in 2007 on the acquisition of Clear Start UK 
 
• Since 2009, the Group’s IVA business has generated £28.8m of adjusted pre-tax profit 
 
• International Financial Reporting  Standards (IAS 36) require that goodwill is not amortised  
 systemically, but subject to annual impairment test 
 
• Despite historic performance, IVA medium term outlook is challenging, and market 
 inceptions in 2015 were at lowest since 2008 (source: The Insolvency Service) 
 
• Non cash impairment recognised of £9.0m resulting in equivalent reserves transfers from 
 merger reserve created in 2007 
 
• Remaining IVA goodwill of £2.3m 



Revenue bridge* 

£m 

* Subject to rounding 
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2014 Debt Solutions & Claims Management Legal Services 2015 

54.1 

Simpson Millar 
organic growth £0.9m 

 
Simpson Millar full 
year effect £10.6m  

 
Colemans four and a 
half months £8.2m 



Adjusted PBT bridge 

£m 
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9.3 

- 1.4 

2.8 

-0.2 

7 

8 

9 

10 

11 

2014 Debt Solutions & Claims 
Management 

Legal Services Finance Expense 2015 

10.5 



Segment summary – revenue 

14.7 12.6 

2014 2015 

IVA1  
(£m) 

• 1,268 new cases 
(2014: 2,716) 

• Average gross fee per 
new case £3,045 
(2014: £3,437) 

• 14,841 fee paying 
cases under 
management  

  (2014: 17,628) 

8.3 7.3 

2014 2015 

DMP  
(£m) 

• 16,925 cases under 
management 

  (2014: 25,462) 
• No acquisitions made 

in the year and none 
expected in 2016 

 

4.5 3.6 

2014 2015 

Claims 
Management 

(£m) 

11.9 

31.6 

2014 2015 

Legal Services 
(£m) 

1 Includes unwind of discount on IVA revenue of £1.6m (2014: £2.3m) less bad debt charge of £0.6m (2014: £1.2m) 
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• PPI claims from IVA 
clients have declined in 
line with expectations 

• New claims 
opportunities continue 
to be explored 

• Acquisition of Colemans 
plus full year effect of 
Simpson Millar  

• Underlying organic 
growth of approx. 4% 

• Further opportunities for 
acquisitions or 
partnerships are being 
explored 



Segment summary – adjusted PBT 

3.4 
2.8 

2014 2015 

IVA  
(£m) 

• Focus on cost control has 
ensured margins have 
been broadly maintained 
despite reduced revenues 
 

• Further margin decline in 
2016 as revenues reduce 
 

3.3 
2.9 

2014 2015 

DMP  
(£m) 

• Margins maintained 
despite lower revenue 
 

• Regulatory changes 
expected to increase cost 
base during 2016 

0.9 
1.3 

2015 2014 

Claims 
Management 

(£m) 

• Emphasis continues to be 
on DMP clients as IVA 
portfolio matures 
 

• New claims products in 
development 

4.4 

1.6 

2015 2014 

Legal Services 
(£m) 

• Acquisition of Colemans 
plus full year effect of 
Simpson Millar  
 

• Good progress on 
integration of offices, 
marketing and systems 
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Balance sheet 

 
• Acquisition satisfied by £8.3m cash, £1.0m shares 

and contingent consideration of £4.3m (value at 
the point of acquisition) 
 

• Contingent consideration of up to £7.0m is payable 
dependent on performance conditions over two 
years ending June 2017 
 

• Contingent consideration is to be settled 50% cash 
and 50% in shares 16 

£m 31 Dec '15 31 Dec '14

Property, plant & equipment 1.6 1.2

Goodwill 15.0 16.8 

Other intangible assets 19.7 17.4 

Trade receivables & amounts 

recoverable on IVA 6.4 8.3 

Total non-current assets 42.7 43.7 

Trade receivables & amounts 

recoverable on IVA 16.1 15.4

Other current assets 11.5 3.6 

Unbilled income 10.6 5.3 

Cash 4.8 2.4

Total assets 85.7 70.4 

Equity & reserves 39.6 46.2 

Non-current financial liabilities 17.4 9.3

Contingent and deferred 

consideration 1.8 2.3 

Deferred tax 2.0 1.3 

Total non-current liabilities 21.2 12.9 

Trade and other payables 17.8 7.7

Contingent and deferred 

consideration 5.6 2.7 

Current financial liabilities 0.9 0.6

Corporation tax 0.6 0.3

Total current liabilities 24.9 11.3 

Total equity and liabilities 85.7 70.4 

• Acquisition of Colemans has introduced the 
following net assets: 

£m

Property, plant & equipment 0.1

Other intangible assets 7.3 

Goodwill 6.7 

Trade and other receivables 6.2

Unbilled income 3.0

Trade and other payables (8.7)

Deferred and current (1.0)

Net assets 13.6 



Cash flow 

  
 
 
 
 

 
 
 

• Operating includes: 
– Strong cash generation, particularly from debt activities 
– Operating cash flow conversion 104% (2014 : 102%) 
– WIP lock up remained at 104 days (2014 : 104 days) 

 

• Investing includes: 
– £8.3m outflows in relation to the Colemans acquisition 
– £1.5m of contingent consideration relating to Simpson Millar 
– £1.1m of mostly IT infrastructure investment  

 

• Financing includes: 
– £2.9m dividends paid (2014: £2.6m) 
– Net draw down of existing AIB facility 
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£m 2015 2014 

Operating 7.9 5.7 

Operating pre exceptionals 9.3 7.3 

Investing (11.0) (13.4) 

Financing 5.6  7.2  



Cash position and facilities 

• Movement in net debt during the year reflects £8.3m cash investment on the Colemans acquisition 

• £5m extension to banking facility signed with AIB in August 2015, taking total facility to £25m, comprising 
£17m revolving credit facility and an £8m term loan 

• Facility extends to May 2019 

• Extended facility supported the acquisition of Colemans and provides long term financing to underpin 
the Group’s growth and acquisition strategy 

• Net debt to adjusted EBITDA ratio 1.07x as at 31 December 2015 (2014 : 0.7x) 

• Ample capacity for further acquisition activity 
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£m 31 Dec 2015 31 Dec 2014 

Principal bank debt (18.4) (10.0) 

Cash 4.8  2.4  

Net debt (13.6) (7.6) 



Financial trends 

• Segmental trends: 
– Legal services: continued organic growth expected and further acquisition or partnership activities are 

being explored 

– Debt solutions: expected to remain challenging with focus on cash generation and cost control 

 

• Contingent consideration to be settled in Q3 2016 of up to £6.5m, being up to £3.0m final 
payment in relation to Simpson Millar and £3.5m first year payment in relation to the Colemans 
acquisition. Both settlements are 50% cash and 50% shares 

 

• 2016 full year effective tax rate expected be 20-21% 

 

• Expected amortisation of acquired intangibles of £5.0m 

 

• Unwinding of discount on contingent consideration of £0.5m 

 

• Term loan repayment of c.£1m in 2016 

 

• Final dividend of £2.0m payable in June 2016 
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Building the platform 

Chris Moat 
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Product portfolio – overview 

Cycle time to cash 

Towards value and choice 

The small claims landscape 

Cash generative debt products 
Fixed fee legal services 
Case management 

Unbundled legal services 
Electronic documents 

Proposed change to raise the small claims limit 
Justification centred around whiplash personal injury 
Likely to switch distribution towards insurer partnerships 

Blend of growth markets and 
defensive plays 

Growth in legal services 
Innovation in claims management 
Managed decline in debt solutions 
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Product portfolio – market dynamics  
(small personal injury claims) 

Current claims models Predicted claims models 

Volume growth on simple claims 
 
Drive towards profit pool 
 
Legal ownership or commission 
participation 
 
Drive to control the claim for: 
- Customer service, and 
- Financial benefits 

Financial opportunities have subsided 
 
Profit pool opportunity has reduced and 
potentially ended 
 
Drive towards business simplification 
 
Outsource model for new business 
 
Run off or exit for work in progress 
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Group well positioned to manage such work at low cost 



Redefining the target operating model 
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Marketing &  
Distribution 

Platform Capability 
Product Portfolio 

Management 

Towards a single legal 
brand 

(Simpson Millar) 
 

Development of a 
consumer franchise 

Harnessing the 
opportunities presented 
by regulatory landscape 

Delivering the integration 
programme 

 
Utilising organic and 
acquisition activity to 
develop the platform 
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Marketing & Distribution 

Marketing expenditure directed towards legal services 

Marketing Legal brand harmonisation 

Direct to consumer and partnerships 

Brand framework, local ownership 
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Bringing the brand to life – overview 
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• Legal firms look similar 
 
• Consumers want: 

– Transparency 

– Value 

– Approachability 

 
• In general, legal firms find it difficult to connect with consumers 

 
• Simpson Millar is launching its first major unified marketing campaign this Spring 



 

26 

Bringing the brand to life – microsite 
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27 
27 

Bringing the brand to life – Blog and Vlog 
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Bringing the brand to life – Blog and Vlog 
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Bringing the brand to life – social media 
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Product portfolio - overview 

Cycle time to cash 

Towards value and choice 

The small claims landscape 

Cash generative debt products 
Fixed fee legal services 
Case management 

Unbundled legal services 
Electronic documents 

Proposed change to raise the small claims limit 
Justification centred around whiplash personal injury 
Likely to switch distribution towards insurer partnerships 

Blend of growth markets and 
defensive plays 

Growth in legal services 
Innovation in claims management 
Managed decline in debt solutions 
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Product portfolio – market dynamics  
(small personal injury claims) 

Current claims models Predicted claims models 

Volume growth on simple claims 
 
Drive towards profit pool 
 
Legal ownership or commission 
participation 
 
Drive to control the claim for: 
- Customer service, and 
- Financial benefits 

Financial opportunities have subsided 
 
Profit pool opportunity has reduced and 
potentially ended 
 
Drive towards business simplification 
 
Outsource model for new business 
 
Run off or exit for work in progress 
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Group well positioned to manage such work at low cost 



Single product platforms 

• Debt solutions 

• Volume personal injury 

• All legal new business 
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Platform capability – integration progress 

Single product 
platform 

•Debt solutions 

•Volume personal 
injury 

•All new Legal 
services 

Hub and 
spoke model 

•Site consolidation 

•Management 
structure 

Marketing and 
distribution 

•Group spend 
allocation 

•Brand 
simplification 

•Proposition 
development 

Cost synergies 

•Sourcing 

•Shared services 

•Common 
infrastructure 

Market 
consolidation 

•2 completed deals 

•Healthy pipeline 

•Towards top 5 in 
selected markets 
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Strong platform for further organic and acquisitive growth 



Summary and questions 

Chris Moat 



Outlook 

• Legal Services now represents 67% of the Group’s revenue on a pro forma basis 

 

• 2016 will benefit from: 

– Full year contribution from Colemans  

– Integration, marketing and new product initiatives 

– Targeting further value enhancing acquisitions 

  

• Debt solutions businesses: 

– Market conditions expected to remain challenging  

– Continue to focus on margin management and cash generation 

– Expect these businesses to continue to make useful contributions to Group earnings 

  

• The Board expects to make good progress in 2016 and beyond 
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Investment Summary 

• A growing business with majority of revenues derived from legal services 
 

• Delivering value from legal services acquisitions 
 

• A unique model in the professional services arena: 
– Access to customers 
– Balanced product portfolio 
– Platform capability in target markets 

 
• Growing  well both organically and through acquisition, offsetting headwinds in debt markets 

 
• Conservative gearing at 1x EBITDA, with strong balance sheet, bank facility and cash generation 

to enable continued progress 
 

• Attractive and growing dividend 
 

• Continued growth through development of legal services anticipated 
 

Strong progress and momentum into 2016 
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