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Becoming the leading pet care specialist and 
returning the business to free cashflow growth
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˃ Pets at Home is a healthy and well positioned company
‒ Operating in the UK pet care market which is growing at 

c3-4%
‒ Retail business performing strongly with highly 

competitive price points 
‒ Vet practices delivering market leading growth rates >5%

˃ We are the only business of scale in the UK that can 
address all pet owners’ needs
‒ New strategy to become a complete pet care company

˃ Taking action in our vet business to release cash profits and 
deliver more sustainable growth

˃ Confident we can deliver these changes, supported by the 
recently expanded Executive Management team
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“Since becoming the Group
CEO in May, I have had the 
opportunity to take stock of 
the wider group and shape 
my view of our future. What 
I have found fills me with 
confidence.” 
Peter Pritchard
Group CEO
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Our pet care company

November 2018
Interim Results FY19

A unique combination of products, services and expertise
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In-store vet 
practices

Pet-products
in-store

Omnichannel

Pet-products
online

Standalone
vet practices

Specialist
referral vet
hospitals

Other pet
care services

Grooming
salons

Pet Care
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We are the only business who can deliver complete 
pet care for customers
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Annual visit 
frequency

Our biggest opportunity: only 14% of our 
customers buy both products and a 

service, but their numbers are growing

Customers who 
channel shift spend 

more overall
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New strategy: building the best pet care business in 
the world 
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Use data and 
VIP to 

better serve 
customers

Bring the pet 
experience to life

Set our people 
free to serve

50% of sales 
from Pet 
Services

Be the best 
Pet Care
business 

in the world
(sustainable, 

unique, rewarding)

Vision
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˃ Repurpose and right size our store network

˃ Put our pets centre stage in-store

˃ Digitise our business and become the specialist 
market leader for online pet care

˃ Keep prices competitive and cheaper than 
competitors for our most loyal customers

˃ Grow private labels to 50% of our sales 

Bring the pet 
experience to life

New strategy: building the best pet care business in 
the world 
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˃ Connect our data across the retail and 
vet businesses 

˃ Personalise customer experience and 
offers

˃ Give colleagues information to better 
serve customers at the point of sale

˃ Utilise data across the business to 
drive strategic decision making and 
automation
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˃ Repurpose and right size our store network

˃ Put our pets centre stage in-store

˃ Digitise our business and become the specialist 
market leader for online pet care

˃ Keep prices competitive and cheaper than 
competitors for our most loyal customers

˃ Grow private labels to 50% of our sales. 

Use data and VIP to 
better serve customers

Bring the pet 
experience to life

New strategy: building the best pet care business in 
the world 
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˃ Connect our data across the retail and 
vet businesses 

˃ Personalise customer experience and 
offers

˃ Give colleagues information to better 
serve customers at the point of sale

˃ Utilise data across the business to 
drive strategic decision making and 
automation
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˃ Repurpose and right size our store network

˃ Put our pets centre stage in-store

˃ Digitise our business and become the specialist 
market leader for online pet care

˃ Keep prices competitive and cheaper than 
competitors for our most loyal customers

˃ Grow private labels to 50% of our sales. 

˃ Give our highly trained store 
colleagues more time with customers 

˃ Build the systems to enable our new 
strategy and reduce overheads across 
the business

˃ Ensure we are building the right teams 
with the capability and skills to deliver 
our plan

Use data and VIP to 
better serve customers

Bring the pet 
experience to life

Set our people 
free to serve

New strategy: building the best pet care business in 
the world 
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˃ Connect our data across the retail and 
vet businesses 

˃ Personalise customer experience and 
offers

˃ Give colleagues information to better 
serve customers at the point of sale

˃ Utilise data across the business to 
drive strategic decision making and 
automation
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˃ Repurpose and right size our store network

˃ Put our pets centre stage in-store

˃ Digitise our business and become the specialist 
market leader for online pet care

˃ Keep prices competitive and cheaper than 
competitors for our most loyal customers

˃ Grow private labels to 50% of our sales. 

˃ Give our highly trained store 
colleagues more time with customers 

˃ Build the systems to enable our new 
strategy and reduce overheads across 
the business

˃ Ensure we are building the right teams 
with the capability and skills to deliver 
our plan

˃ Develop our stores of tomorrow, with more 
space dedicated to pet care and services

˃ Extend our subscription expertise into pet 
care plans

˃ Recalibrate our First Opinion vet business 
and realise free cashflow growth

˃ Grow our Specialist Referral business 
through existing and new hospitals 

Use data and VIP to 
better serve customers

Bring the pet 
experience to life

Set our people 
free to serve

50% of sales 
from Pet Services

New strategy: building the best pet care business in 
the world 
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˃ Connect our data across the retail and 
vet businesses 

˃ Personalise customer experience and 
offers

˃ Give colleagues information to better 
serve customers at the point of sale

˃ Utilise data across the business to 
drive strategic decision making and 
automation
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˃ Repurpose and right size our store network

˃ Put our pets centre stage in-store

˃ Digitise our business and become the specialist 
market leader for online pet care

˃ Keep prices competitive and cheaper than 
competitors for our most loyal customers

˃ Grow private labels to 50% of our sales. 

˃ Give our highly trained store 
colleagues more time with customers 

˃ Build the systems to enable our new 
strategy and reduce overheads across 
the business

˃ Ensure we are building the right teams 
with the capability and skills to deliver 
our plan

˃ Develop our stores of tomorrow, with more 
space dedicated to pet care and services

˃ Extend our subscription expertise into pet 
care plans

˃ Recalibrate our First Opinion vet business 
and realise free cashflow growth

˃ Grow our Specialist Referral business 
through existing hospitals and opening new 

Use data and VIP to 
better serve customers

Bring the pet 
experience to life

Set our people 
free to serve

50% of sales 
from Pet Services

New strategy: building the best pet care business in 
the world 

Be the best 
Pet Care
business 

in the world
(sustainable, 

unique, rewarding)

Vision
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Q1 FY18 Q2 FY18 Q3 FY18 Q4 FY18 Q1 FY19 Q2 FY19

Retail like-for-like growth

Market growth

Six quarters of growth; retail is back on track and 
growing market share

November 2018
Interim Results FY19 13

1. Refers to Retail revenues generated by colleagues through the sale of products in-store, that can be taken home by customers on the same day
2. Refers to Retail revenues generated by customers who purchase on our website, for delivery to their home
3. Refers to Retail revenues generated by: customers who purchase on our website for collection in-store, by colleagues in-store who facilitate a 

customer order on our website for delivery to their home or for the customer to collect in store another day, or by colleagues through the sale of 
flea product subscription sales in-store which are delivered to the customers’ home

H1 FY19LFL growth in all channels
˃ Store1 growth 2%
˃ Online2 growth 40%
˃ Omnichannel3 growth 45%

Bring the pet 
experience to life
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Retail price investment is largely complete; we have 
a compelling price position
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Our position vs the lowest price competitor4

1. Refers to our online frequent order delivery service
2. Refers to the price of items which we consider important to customer purchasing decisions, and where we have taken planned price action
3. Refers to the price of all branded and easily comparable private label products sold by Pets at Home, compared with an online pureplay, 

weighted to the average volumes sold by Pets at Home
4. All price comparisons correct as of 26/11/18

Bring the pet 
experience to life

-(2)%

Cheaper for 
customers 

who opt into 
‘Easy Repeat’ 

delivery1

Around the 
same price
on the most 
important 

products to 
customers2

+5%

Only slightly 
more expensive 
on comparable 

products3
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We are improving our digital experience, website 
traffic and conversion rates are both up
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Bring the pet 
experience to life New mobile website Relaunched VIP App
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Customer are loving our lower prices and market 
leading offer
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Growth in average spend 
by VIP members

Growth in PetsAtHome.com
website traffic

Growth in number of VIPs 
who buy products and a 
service

Private label participation 
of dog & cat food

Interim Results FY19
November 2018

Bring the pet 
experience to life

3% y/y 16% y/y

16% y/y 1.5
percentage points y/y
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We have a robust vet business
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˃ Operating in a robust market, 
growing at c5% 

˃ Customer revenues and growth 
remain strong

˃ Unique shared ownership model 
with Joint Venture Partners (JVPs)

‒ Incentivises JVPs to drive their 
business

‒ Mature practices consistently 
growing ahead of market rates

˃ Significant cash profits to be 
realised from the existing practice 
base, for both PAH and JVPs
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Supportive findings from 
our review

˃ Tight supply of UK veterinarians 
continues to slow our rollout 

˃ Upward pressure on salaries and 
fee income charged by PAH is 
limiting some practices from 
reaching profitability

˃ Leads to delayed returns for JVPs 
and increased operating loans and 
funding from Pets at Home

˃ PAH too focused on practice rollout

Recognition of recent 
changes

50% of sales from 
pet services
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We have many startup practices, which are 
expected to be loss making in their initial years
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50% of sales from 
pet services
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£0
00

Avg Revenue Avg PBT Avg fee income to PAH

Number of 
practices88

Revenue profiles of practices are on track, but 
the time to breakeven is lengthening

781071127610
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The majority of practices are on track but some 
require a change in structure
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190 profitable practices

471 existing First Opinion practices

281 young/loss making practices

Practices on track to maturity

91 practices debt 
free & JVPs 

receiving a dividend

25
Company 
managed

446 Joint Venture practices

380 practices repaying loans to 3rd party lenders or PAH

Require a 
change in 
structure

50% of sales from 
pet services
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We are taking action, working alongside JVPs
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New
practices

Offer to buy back practice 
from JVP to become 
company managed

(Starting H2 FY19 and 
through FY20)

c391 practices c30 
practices

New JV model and a simpler fee 
structure

(From FY20)

FY19: up to 20
From FY20: 
up to 10 / yr

471 existing First Opinion practices

c50 practices

Retain as 
existing 

company 
managed 
practice

Potential 
to close

Company managed 
practice

50% of sales from 
pet services 471 existing First Opinion practices

Joint Venture practice

Towards 
700 UK 
rollout 
target
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˃ A more sustainable business 
and FCF generation

˃ Smoother path to business 
and cashflow maturity, with 
more efficient use of working 
capital

˃ Expect the underlying FCF of 
Vet Group to grow at a high 
single digit CAGR from FY20

˃ There is a cost for us to make 
changes, but without these 
actions our returns would 
continue to decline

21

For Pets at Home

˃ A more attractive business 
proposition to attract new JVPs

˃ Accelerated path to profitability 
and potential cash returns for 
immature practices

˃ Simplified Joint Venture 
Agreements, which will enable 
higher service levels to practices 
and JVPs

˃ Where PAH offers to buy back a 
practice, JVPs will not be 
expected to repay any 
outstanding borrowings

For Joint Venture Partners
50% of sales from 
pet services

Our actions will recalibrate the vet business to 
deliver significant cash profits
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Using our market leading position to drive customer 
spend across pet services
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˃ Recently launched ‘Pet Care 
Plan’ initiative incentivises 
store colleagues to 
introduce customers to vet 
practices and health plans

˃ Have made over 10,000 
care plan introductions 
through this initiative since 
its launch in September

22

Pet Care Plan initiative

˃ Puppy club gives customers 
the benefit of combined 
offers across retail, 
grooming and vet practices

˃ c185,000 puppy owners 
have joined, which is c20% 
of the puppy population

˃ Puppy club customers spend 
20% more when compared 
to shoppers not in the club

VIP Puppy Club

Waiting imagery

50% of sales from 
pet services
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We are building a strong subscription business, making pet 
care easy and affordable
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Over 650,000 customers are on a form of subscription
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Easy Repeat 
delivery

˃ Proactive veterinary treatment 
programmes 

˃ Big opportunity where we under 
index peers in the US market

Vet practice 
healthplans

Flea product 
subscription

Grooming 
Bubble Bundle

˃ Established subscription 
package for single, monthly 
flea treatments

˃ In trial – unlimited 
bath & brush treatments for 
£99 per year

˃ Early success will lead to full 
rollout across all salons in 
early 2019

˃ Online repeat delivery 

˃ In early launch across >350 
products

50% of sales from 
pet services
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We will launch our pet care centre format in 2019, 
repurposing existing stores
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A more engaging and digital experience

24

50% of sales from 
pet services
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We are already using our data more effectively
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Using our data to 
serve customers

˃ Personalised communication 
with VIPs 

˃ We are driving higher spend with 
them

˃ A third of all new vet client 
registrations have originated from 
the VIP customer database

VIP is an increasing 
source of vet clients

˃ Operating a range optimisation 
trial in select stores  

˃ United VIP spending data with 
range analysis software to:

‒ Ensure we stock our most 
popular lines

‒ Stock at the right levels

‒ Reduce range in some areas

˃ Leading to:

‒ Higher sales

‒ More efficient replenishment 
and cost savings

‒ More time for colleagues to 
spend with customers

Data is driving range 
optimisation
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Setting our people 
free to serve

We are giving our highly trained colleagues more 
time to spend with customers

By creating efficiencies in store …

… we have reallocated hours to customer service 
and deliver cost savings

˃ Headsets, ipads and iphones for colleagues, to 
improve communications and streamline activities

˃ Removing paperwork and digitalizing our processes

˃ Product deliveries are organised and packed in a more 
efficient manner
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We are building the pet care leadership team
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Mike Iddon
Group Chief 
Financial Officer

Louise Stonier
Chief People & 
Legal Officer

Robert Kent
Chief Data Officer

David Robinson
Chief Operating 
Officer of Retail

Peter Pritchard
Group Chief 
Executive Officer

Jane Balmain
Chief Executive Officer 
of First Opinion vet 
business

Newly appointed
Newly appointed, 
will start in 2019

Newly appointed

Setting our people 
free to serve
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Financial review 
of interim results
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Interim financials reflect Retail repositioning and 
our future plans in the Vet Group
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˃ Group revenue growth 6.7% with LFL 5.3%
˃ Retail revenue growth of 6.0%, supported by strong 

omnichannel revenue growth of 45.2%
˃ Vet Group revenues grew by 12.3%, with mature 

practices growing ahead of the market
˃ Group underlying PBT of £37.9m reflects planned 

phasing of price investment in Retail 
˃ Non-underlying costs of £29.9m, mainly due to 

provisions for actions we will take in the vet business
˃ Solid free cashflow of £27.3m with interim dividend 

maintained at 2.5 pence per share

29

“Pricing and other retail 
initiatives are delivering 
results, and vet practice 
customer revenues are in 
strong growth.”

Mike Iddon
Group CFO
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Group

Revenue (£m) H1 FY18 H1 FY19 Change

Total1 468.0 499.3 6.7%

Like-for-like1 3.9% 5.3%

Retail

Revenue (£m) H1 FY18 H1 FY19 Change

Food 220.0 237.8 8.1%

Accessories 176.8 183.6 3.9%

Other2 21.7 22.3 2.2%

Total 418.5 443.7 6.0%

Like-for-like 2.8% 4.7%

Vet Group

Revenue (£m) H1 FY18 H1 FY19 Change

Fee income from JV vet practices1 28.0 30.0 7.4%

Specialist referral hospitals 18.2 19.7 8.1%

Other3 3.3 5.9 78.8%

Total 49.5 55.6 12.3%

Like-for-like1 16.7% 11.9%

1. H1 FY19 excludes fee income of £2.2m from Joint Venture practices which we will offer to buyback from Joint Venture Partners in the future.  In H1 FY18, £1.9m in fee income from these practices  is 
included in total revenue growth, but excluded from LFL growth

2. Includes revenue from grooming sales, live pet sales and insurance commission
3. Includes revenue from wholly owned first opinion vet practices & other veterinary income 

Strong customer revenue growth in Retail and the 
Vet Group
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Underlying gross margin reflects planned retail 
price investment and core vet practice provisions

November 2018
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Retail underlying 

gross margin

H1 HY18 52.2%

H1 FY19 51.0%

Vet Group underlying 

gross margin1

H1 HY18 49.4%

H1 FY19 45.5%

Planned price 

investmentH1 FY18 Mix

Underlying 

performance
Provision held for vet 

practice loans2 H1 FY19

Retail

Group underlying gross margin1 bridge

Vet Group

(72) bps
(42) bps

(49) bps

+4 bps51.9%

50.3%

1. H1 FY19 excludes £29.0m relating to a provision made against all funding provided by Pets at Home, and partial recognition of third party obligations relating to JV practices which we will offer to buy back from JVPs in the 

future (H1 FY18: £nil). This has been charged against Vet Group, and Group, non-underlying gross profit 

2. Core provision refers to our underlying provisioning methodology for funding made by Pets at Home to practices which we plan to retain as Joint Venture practices in the future. For such practices, we adopt a c22% 

provision against funding made by Pets at Home to the practices
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We are focused on core operational cost efficiency and 
investment in strategic growth areas

November 2018
Interim Results FY19 32

Support 
Office2

Distribution
Centre

Established 
Stores23

Omni-channel Vet Group Immature 
Stores4

H1 FY18

6.2% 
growth

£181.0m

H1 FY19

£192.2m

1.Underlying costs in H1 FY19 excludes £0.9m relating to an accounting charge for the potential future acquisition of minority stakes owned by vet partners in the specialist referral centres, which have 
been charged against operating costs (H1 FY18: £1.0m). This has been charged against Vet Group, and Group, operating costs  

2.Support office Includes support centre colleagues and marketing
3.Established stores include all stores opened to 31 March 2017
4.New stores includes all stores opened since 1 April 2017

Underlying Operating Cost1 Bridge Excluding D&A, £m

Operational Efficiency Investing in Growth

£183.1m

1.2% 
growth

+£0.3m
+£2.2m

+£3.1m

+£3.4m
+£2.6m

(£0.4m)
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Underlying profit is lower YoY, reflecting the investments 

made in Retail and the actions we are taking in the Vet Group
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£m H1 FY18 H1 FY19 Change
Underlying EBITDA 62.2 59.2 (4.8)%
Depreciation & amortisation (18.0) (19.4) 7.5%
Underlying EBIT 44.1 39.8 (9.7)%

Margin 9.4% 8.0% (145) bps

Net interest (2.4) (2.0) (17.6)%

Underlying PBT 41.8 37.9 (9.3)%

Effective tax rate 20% 19% NM
Underlying basic EPS (pence) 6.7 6.1 (8.3)%
DPS (pence) 2.5 2.5 NM

Non-underlying items1 (1.0) (29.9) NM

Statutory PBT 40.8 8.0 (80.5)%

1. H1 FY19 excludes £0.9m (H1 FY18: £1.0m) accounting charge for the potential future acquisition of minority stakes owned by vet partners in the specialist referral centres. H1 FY19 also excludes a 
charge of £29.0m relating to a provision made against any funding provided by Pets at Home or third party lenders to Joint Venture practices which we will offer to buy back from Joint Venture 
Partners in the future (H1 FY18: £nil)
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Capital investment is closely aligned to strategic 
growth areas of vet services and omnichannel 
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£m H1 FY18 H1 FY19

New stores 5.0 4.3

Refurbishment and retrofit of services into store estate 7.5 3.3

Business Systems and Omnichannel 4.8 4.7

Other Vet Group including Specialist Referrals 2.5 1.6

Distribution 0.7 2.9

Energy savings programme 2.2 0.0

Other 1.3 0.5

Total 24.0 17.3

1. Definition contained within the appendix

5 Vet retrofits and 3 store 
refurbs

Including Order in Store 
and mobile site development

Includes investment in 
automated online order 
picking

Returns on capital H1 FY18 H1 FY19

CROIC1 19.4% 18.3%
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Trading working capital management remains efficient, 
whilst also providing support to underpin vet practices
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Operating loan balances to JV vet practices (£m) H1 FY18 FY18 H1 FY19

Gross operating loans 30.9 38.0 46.9
Non-underlying provision against practices we will 
offer to buy back from JV partners in the future1 0.0 (4.0) (16.3)

Core provision2 (3.0) (4.3) (6.8)
Net operating loan balance 27.9 29.7 23.8

£m H1 FY18 movement H1 FY19 movement

Inventories (6.8) (4.9)

Trade and other payables 10.6 13.3

Trade and other receivables 4.5 (2.7)

Trading cash working capital 8.3 5.7

Increase in gross operating loans to Joint Venture vet practices (7.8) (8.9)

Group cash working capital movement 0.5 (3.2)

1. Over the coming months we intend to offer to buy back up to 55 JV practices from Joint Venture Partners. For such practices, we have provided, in full, for any funding already made by Pets at 
Home to those practices

2. Core provision refers to our underlying provisioning methodology for funding made by Pets at Home to practices which we intend to retain as Joint Venture practices in the future. For such 
practices, we adopt a c22% provision against funding made by Pets at Home to the practice
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£m H1 FY18 H1 FY19
Underlying cash EBITDA1 64.5 61.2
Cash working capital 0.6 (3.2)
Core operating loan provision movement (0.3) 2.5
Underlying operating cashflow 64.8 60.5

Tax and interest (11.9) (9.7)
Debt issue costs 0.0 (1.8)
Capex (25.7) (19.9)
Purchase of own shares to satisfy colleague options (4.0) (1.8)

Free cashflow 23.2 27.3
Conversion2 35.9% 44.6%

Ordinary Dividend (24.9) (24.8)
Acquisitions3 0.0 (2.1)
Other (0.9) 0.0
Net retained cash (2.6) 0.4

Leverage (ND: underlying EBITDA) 1.2x 1.1x

Solid FCF generation, allowing us to maintain the 
dividend and reduce leverage 
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1. Calculated as underlying EBITDA plus non-cash share based payment charges (H1 FY18: £2.3m, H1 FY19: £2.0m)   
2. Calculated as underlying  free cashflow as a percentage of underlying cash EBITDA
3. Includes the purchase of two mature, Joint Venture practices from Joint Venture Partners, which will now be operated as company managed practices
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£4.5m

£30.6m

Vet Group Retail

45.5%
51.0%

Vet Group Retail

In summary: key financial metrics
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Revenue1 & Like-For-Like Growth Underlying gross margin2 & YoY change

Underlying EBIT2,3 & margin Underlying free cashflow4 & conversion

4.7%11.9% (129) bps

6.6%24.6% 64.5%30.0%

(393) bps

£13.7m

£29.4m

Vet Group Retail

1. H1 FY19 excludes fee income of £2.2m from Joint Venture practices which we will offer to buyback from Joint Venture Partners in the future.  In H1 FY18, £1.9m in fee income from these 
practices  is included in total revenue growth, but excluded from LFL growth

2. H1 FY19 excludes a charge of £29.0m (H1 FY18: £nil), relating to a provision made against funding provided by Pets at Home or third party lenders to Joint Venture practices which we will offer to 
buy back from Joint Venture Partners in the future 

3. H1 FY19 excludes £0.9m (H1 FY18: £1.0m) accounting charge for the potential future acquisition of minority stakes owned by vet partners in the specialist referral centres
4. Excludes (£7.8m) of free cashflow allocated as central

£55.6m

£443.7m

Vet Group Retail
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Financial 
guidance 
and outlook
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Impact of the Vet Group recalibration
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˃ Provision, or write off, of liabilities for practices 
we will offer to buyback from JVPs1:

‒ Practice funding owed to Pets at Home by 
JVPs

‒ Third party bank loans 

‒ Property leases for standalone practices 

‒ Business closure and employee costs

˃ Non-underlying income statement cost of up to 
£40m in FY19 and up to £9m in FY20 

Vet Group: other non-underlying charges
˃ £1-2m in FY19 and £1-2m in FY20 relates to 

the accounting treatment of the minority 
stakes owned by vet partners in the Specialist 
Referral Centres, as previously guided 

Non-underlying financial items
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Income statement Cashflow impacts
˃ Repayment of liabilities for practices we will 

offer to buyback from JVPs1:

‒ Third party bank loans 

‒ Property leases for standalone practices 

‒ Business closure and employee costs

˃ Non-underlying cash cost of up to £13m in 
FY19 and up to £14m in FY20

1. Includes the major costs associated with non –underlying financial items. Other smaller items are not described in detail
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Age of our vet practice estate Expected underlying free cashflow 
profile of the Vet Group

FY19 expected
underlying FCF

FCF at maturity

42%

39%

19%

0-4 yrs old 5-9 yrs old 10 yrs +

Up to £60m

£10-13m
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£m FY19 FY20 Comments

Vet Group

Total revenue £110-120m Slight growth y/y

Fee income from JV practices £60-65m

Consolidated revenue from company 
managed First Opinion practices, 
Specialist Referral centres and other 
Vet Group revenue

£50-55m

Underlying EBIT# £30-33m Slight decline y/y
FY19 includes a core provision of c£3m against 

funding made by PAH to practices remaining as JVs
Total non-underlying items# Up to £42m Up to £11m

Underlying free cashflow# £10-13m Slight growth y/y
FY19 includes a cash outflow of operating loans to 

practices remaining as JVs of c£10-12m

Gross balance of funding liabilities c£70-75m Reduction y/y
Includes all funding from PAH to JV practices: incl. 
gross balance of operating loans (£45-50m), initial 

practice setup investments & any other loans
Pets at Home Group

Underlying Group PBT# £80-85m Slight decline y/y

Underlying Group free cashflow# At least £55m Slight growth y/y

Leverage (net debt: underlying EBITDA# ) c1x c1x
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˃ We said we would maximise the value of our assets as a pet 
care company
‒ We have already started, with our Pet Care Plan initiative 

and launch of the Puppy and Kitten clubs
‒ Our new strategy formalises our intent and will unite the 

company for our customers
˃ As the new CEO, reviewing our vet business was a priority

‒ We have much to be confident about
‒ But I recognise there are changes to be made, to ensure 

we release profits in a sustainable manner
˃ Given the success of the changes we have made in Retail,    

I am confident we can do this
˃ Intention to deliver sustainable FCF growth

Peter Pritchard
Group CEO

Use data and VIP to 
better serve customers

Bring the pet experience to life

Set our people free to serve
50% of sales from Pet Services
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For the practices we will offer to buy 
back from JVPs

For all remaining practices which we 
intend to retain in the JV business model

˃ No fee income for those practices has been 
recognised within the total Vet Group, and 
Group, income statements for H1 FY19. For 
information, the cash fee income generated by 
those practices in H1 FY19 was £2.2m (H1 
FY18: £1.9m). 

˃ For the purposes of the like-for-like revenue 
growth calculation, the fee income for this group 
of practices has been removed from both H1 
FY19 and the prior year H1 FY18 period.

˃ We have provided:

‒ In full for any funding made by Pets at Home, 
in anticipation that the funding will not be 
repaid. This is reflected as a non-underlying 
charge of £12.8m against gross profit in the 
Vet Group, and Group, income statements

‒ Partially for any third party obligations for 
which Pets at Home will assume liability.  
This is reflected as a non-underlying charge 
of £16.2m against gross profit  in the Vet 
Group, and Group, income statements

˃ We have continued to recognise all fee 
income

˃ We have also continued to provide against a 
consistent proportion of any funding made by 
Pets at Home to those practices at c22%

˃ These practices have a total gross loan 
balance of £30.6m, against which we adopt a 
core provision of £6.7m. This provision has 
increased by £2.5m since FY18 year end, 
and is reflected as an underlying charge 
against gross profit 
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Specialist referral centre ownership 
is structured to incentivise growth

Accounting 
treatment required

˃ Ownership of four referral centres
‒ Two practices wholly owned 

subsidiaries by Pets at Home
‒ Two practices ≥75% share owned 

by Pets at Home 
‒ Remaining shares owned by 

Shared Venture Partners (SVPs)
˃ PAH has option to buy SVP’s shares 

(from 3 or 5 years after acquisition)
˃ Accounting requirement of the 

option is treated as a forward 
contract

˃ Balance sheet & cashflow
‒ Full consolidation

˃ Income statement
‒ Discounted future value of SVP’s 

shares recognised as expense 
over period to exercise on a risk 
adjusted basis
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‘Like-for-Like’ sales growth comprises 
total revenue in a financial period 
compared to revenue achieved in a prior 
period, for stores, online operations, 
grooming salons, vet practices & referral 
centres that have been trading for 52 
weeks or more.
EBITDA being Earnings before interest, 
tax, depreciation & amortization before 
the effect of non-underlying items in the 
period.
Free Cash flow being net cash from 
operating activities, after tax, less net 
cash used in investing activities 
(excluding acquisitions), less interest paid 
& debt issue costs, and is stated before 
cash flows for non-underlying items

47

CROIC being Cash Return on Invested 
Capital, represents cash returns divided by 
the average of gross capital invested (GCI) 
for the last twelve months. Cash returns 
represent underlying operating profit 
before property rentals and share based 
payments subject to tax then adjusted for 
depreciation and amortisation. GCI 
represents Gross Property, Plant and 
Equipment plus Software and other 
intangibles excluding the goodwill created 
on the acquisition of the group by KKR 
(£906,445,000) plus net working capital, 
plus capitalised rent multiplied by a factor 
of 8x. 


