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ClearDebt Group

Share price 1.55p
Target price 3.6p
132% Upside

Market cap (£m) 4.8
Net debt (£m) 1.0
Enterprise value (£m) 5.8
Return on equity (%) 29.8
No. of shares (m) 308.3
Free float (%) 45.0
Price/book 1.0
Average daily vol (3m) 203
Dividend yield (%) 0.0
PE at target price (Y+1) 6.1
Sector PE 124
Sector dividend yield (%) 4.5
12 month high/low (p) 3/2
(%) 1m 3m 12m
Absolute 6.1 -225 -349
FTArelative -104 -32.0 -42.0
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IVA winner

This morning’s announcement that ClearDebt has achieved an
increase of 102% in the number of IVA's passed during
1QFY11 compared with last year, has prompted us to raise our
forecasts. We are increasing our sales estimate by 14% to
£8.1m driven by 80% more IVA’s than we had forecast but
lower levels of DMP’s. EPS rises to 0.59p from 0.54p. The
business continues to deliver robust results and we maintain
our Buy recommendation and 3.6p price target.

Strong growth in 1QFY11 new IVA’s

ClearDebt have confirmed that 355 IVA’'s were passed during 1QFY up by 102%
compared with the same quarter in 2009. The strong performance, in what is
typically a weak quarter, also represents a 33% increase over the previous quarter.
Management is confident that their fresh leads sources will continue to provide
significantly higher numbers of new IVA’s.

Raising our sales estimate for FY11 by 14%

We have adjusted our revenue forecasts to increase the estimated number of new
IVA’s secured during FY11 to 2,000 (799 in FY10). However, we are lowering our
expectations for DMP’s. It appears that in this uncertain economic environment
individuals facing financial difficulties are beginning to realise that the defined, 5 year
duration for IVA’'s with payments based on affordability has advantages over the
indeterminate DMP.

Valuation undemanding

On our revised figures CLEA is trading on FY11E PER of just 2.6x which we
consider unjustified in view of the solid track record for delivering growth. The most
relevant peer, Fairpoint (N/R), is trading on 5x FY11E. A PER of 5x CY11E for CLEA
translates to a share price of 3.6p and underpins our target price.

3,4,5 Please see regulatory disclosure notes at the end of this document

F Forecast change

Year end Sales  EBIT* PBT* Tax DPS F.Dil. PER Div yield

June (Em) (Em) (Em) (%) (p) EPS*(p) (x) (%)
2008A 1.9 (0.9) (1.0) 429 0.0 (0.1)  (10.4) 0.0
2009A 3.4 0.6 0.5 1.7 0.0 0.1 1.7 0.0
2010A 6.6 1.7 15 26.5 0.0 0.4 3.6 0.0
2011E 8.1 2.4 2.1 12.7 0.0 0.6 2.6 0.0
2012E 10.0 3.3 3.3 28.0 0.0 0.8 1.8 0.0

* excludes exceptional items and amortisation of intangibles.
Source: Company data, Seymour Pierce Ltd

This is a marketing communication. It has not been prepared in accordance with legal requirements designed to promote the independence of investment
research and is not subject to any prohibition on dealing ahead of the dissemination of investment research.
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Financial model

Income statement

Year ending 2009A 2010A 2011E 2012E
June (Em)

Group Turnover 3.4 6.6 8.1 10.0
Cost of Sales (2.0) (3.3) (4.2) (5.0)
Gross profit 1.4 3.3 3.9 5.0
Total operating expenses (0.7) (1.3) (1.5) (1.6)
EBITDA 0.7 1.5 24 34
EBIT 0.6 0.7 1.3 2.6
Adjusted EBIT* 0.6 1.4 24 3.3
Associate income 0.0 0.0 0.0 0.0
Net interest income (0.1) (0.2) (0.4) (0.2)
Adjusted PBT* 0.5 1.5 21 3.3
PBT 0.5 0.5 2.0 2.3
Tax 0.1) 0.1) (0.3) (0.7)
Effective tax rate (%) 11.7 26.5 12.7 28.0
Minorities 0.0 0.0 0.0 0.0
Adjusted earnings 0.4 1.3 1.8 2.6
Earnings 0.4 0.3 0.6 1.7
DPS (p) 0.0 0.0 0.0 0.0
EPS (p) 0.1 0.1 0.2 0.5
EPS [F. Dil.] (p) 0.1 0.1 0.2 0.5
EPS [Ad].]* (p) 0.1 0.4 0.6 0.8
EPS [Ad]. F. Dil.]* (p) 0.1 0.4 0.6 0.8
Weighted average no. shares (m) 0.3 0.3 0.3 0.3
Fully diluted no. shares (m) 0.3 0.3 0.3 0.3

* excludes exceptional items and amortisation of intangibles.
Source: Company data, Seymour Pierce Ltd
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Cashflow statement
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Year ending 2009A 2010A 2011E 2012E
June (Em)

Operating income 0.6 0.7 1.3 2.6
Depreciation & amortisation 0.2 1.1 1.1 0.9
Net change in working capital (0.4) (0.1) 0.0 (0.1)
Other 0.0 0.0 0.0 0.0
Operating cash flow 0.4 1.7 2.4 3.4
Capital expenditure (0.1) (0.1) (0.1) (0.1)
Net financial items (0.1) (0.2) (0.2) (0.1)
Tax paid 0.1 0.0 (0.2) (0.6)
Net acqns./disposals (0.0) 0.0 0.0 0.0
Dividend paid 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0
Cash flow before financing 0.3 1.4 1.7 2.3
Proceeds from shares issued 0.0 (0.2) 0.0 0.0
Investments 0.0 (2.7) 0.0 0.0
Loans, etc. 0.0 0 0 0
Net movement in cash/(debt) 0.3 (1.5) 1.7 23
Opening net cash/(debt) (0.9) (0.6) (2.2) (0.5)
Adjustments (Forex, etc.) 0.0 0.0 0.0 0.0
Closing net cash/(debt) (0.6) (2.2) (0.5) 1.8
Source: Company data, Seymour Pierce Ltd

Balance sheet

Year ending 2009A 2010A 2011E 2012E
June (Em)

Property plant and equipment 0.2 0.2 0.2 0.2
Goodwill 0.0 0.0 0.0 0.0
Other intangibles 45 6.8 5.8 5.1
Other 0.3 0.2 0.2 0.2
Non current assets 5.1 7.2 6.2 54
Stocks & WIP 0.0 0.0 0.0 0.0
Trade receivables 0.6 0.0 0.7 1.2
Cash 0.6 0.5 1.2 1.8
Other 0.0 0.0 0.0 0.0
Current assets 1.3 1.7 2.6 3.6
Total assets 6.4 8.9 8.8 9.0
Trade creditors 1.0 1.3 1.5 1.7
Short term borrowings 0.0 0.0 0.0 0.0
Long term borrowings 1.2 2.8 1.8 0.0
Other liabilities 0.0 0.0 0.0 0.0
Total liabilities 1.9 3.8 3.2 1.7
Net assets 4.5 5.0 5.7 7.3
Issued share capital 6.2 6.2 6.2 6.2
Share premium account 0.3 0.3 0.3 0.3
Retained earnings (2.0) (1.7) (1.0) 0.7
Other reserves 0.1 0.1 0.1 0.1
Minority interests 0.0 0.0 0.0 0.0
Total equity 4.5 5.0 5.7 7.3

Source: Company data, Seymour Pierce Ltd

Seymour Pierce Research



ClearDebt Group | 8 October 10

Key ratios

Year ending 2009A 2010A 2011E 2012E
June (Em)

Revenue growth (%) 81.2 95.9 222 235
EBITDA growth (%) 114 60 42
Adjusted EBIT growth (%) 183.3 38.7 38.4
Gross margin (%) 424 49.8 48.1 50.0
EBITDA margin (%) 26.9 46.8 43.8 43.2
Adjusted EBIT margin (%) 17.0 25.6 29.1 32.6
Gearing (%) 13.6 44.3 9.4 n/a
Interest cover (x) 5.0 8.3 6.2 13.7
Dividend cover (x) n/a n/a n/a n/a
Dividend payout (%) 0.0 0.0 0.0 0.0
ROE (%) 10.2 29.8 15.8 317
ROCE (%) 2.8 6.9 8.8 13.9
ROIC (%) 9.0 26.6 323 35.7
Net working cap / revenue (%) 19.5 10.5 17.0 20.6
Operating cash conversion (%) 95.1 1771 150.7 129.5
Free cash conversion (%) 149.2 236.2 199.8 165.2
Cap Ex / revenue (%) 1.8 2.2 1.2 1.0

Source: Company data, Seymour Pierce Ltd

Valuation metrics

Year ending 2009A 2010A 2011E 2012E
June (Em)

PER (x) 1.7 3.6 2.6 1.8
EV / Sales (x) 1.7 0.9 0.7 0.6
EV / EBITDA (x) 8.2 3.8 24 1.7
EV / adjusted EBIT (x) 1.8 0.6 25 1.8
Yield (%) 0.0 0.0 0.0 0.0
Earnings yield (%) 8.6 7.2 13.5 35.0
P/ CFPS (x) 0.0 0.0 1.3 1.1
NAV per share (p) 1,481.1 1,626.9 1.8 2.4

Source: Company data, Seymour Pierce Ltd
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Key to material interests

1  The analyst has a personal holding of the securities issued by the company, or of
derivatives related to such securities.

2 Seymour Pierce Limited or an affiliate owns more than 5% of the issued share capital of
the company.

3 Seymour Pierce Limited or an affiliate is party to an agreement with the company relating
to the provision of investment banking services, or has been party to such an agreement
within the past 12 months. Our corporate broking agreements include a provision that we
will prepare and publish research at such times as we consider appropriate.

4  Seymour Pierce or an affiliate has been lead manager or co-lead manager of a publicly
disclosed offer of securities for the company within the past 12 months.

5  Seymour Pierce is a market maker or liquidity provider in the securities issued by the
company.

6  Seymour Pierce is party to an agreement with the company relating to the production of
research recommendations.

Distribution of ratings

Our research ratings are defined with reference to the amount by which we expect the absolute
return to change over the next 12 months:

Rating Definition

Buy Absolute return expected to increase by more than 10%
Outperform Absolute return expected to increase by between 5% and 10%
Hold Absolute return expected to change by between -5% and +5%
Underperform Absolute return expected to decrease by between 5% and 10%
Sell Absolute return expected to decrease by more than 10%

As at 30 September 2010 the distribution of all our published recommendations is as follows:

Proportion of Proportion of these provided with

Rating recommendations investment banking services
Buy 58.4% 45.2%
Outperform 9.0% 43.8%
Hold 20.8% 18.9%
Underperform 3.9% 14.3%
Sell 6.2% 0.0%

Important Notes

Our research recommendations are issued and approved for distribution within the United
Kingdom by Seymour Pierce Limited only to eligible counterparties and professional clients as
defined under the FSA rules. Our research is not directed at, may not be suitable for and
should not be relied upon by any other person. The information contained in our research is
compiled from a number of sources and is believed to be correct, but cannot be guaranteed. It
is not to be construed as an offer, invitation or solicitation to buy or sell any securities of any of
the companies referred to within it. All statements made and opinions expressed are made as
at the date on the face of the material and are subject to change without notice. Where prices
of securities are mentioned, these are the mid-market prices as at the close-of-business on the
business day immediately preceding the date of the research. The meanings of our research
ratings, together with the proportion of our recommendations issued during the previous quarter
carrying each rating, is set out on our website at www.seymourpierce.com. Seymour Pierce
Limited and/or its associated companies and ultimate holding company may from time-to-time
provide investment or other services to, or solicit such business from, any of the companies
referred to in research material. In addition, they and/or their directors and employees and/or
any connected persons may have an interest in the securities of any of the companies in the
report and may from time-to-time add to or dispose of such interests. Details of the significant
conflicts relating to the companies that we research are set out on our website
www.seymourpierce.com, together with a summary of our policies for managing conflicts of
interest. Seymour Pierce does not meet all of the FSA standards for managing conflicts of
interest, as a result our research should not be regarded as an impartial or objective
assessment of the value or prospects of its subject matter, though of course we will always
ensure that it remains clear, fair and not misleading.

Seymour Pierce Limited is authorised and regulated by the Financial Services Authority, and is
a member of the London Stock Exchange.

Seymour Pierce 7" Floor Switchboard: 020 7107 8000 www.seymourpierce.com
Limited 20 Old Bailey Corporate Finance fax: 020 7107 8100
London EC4M 7EN Research + Sales fax: 020 7107 8102



