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PRESENTATION 
Operator 

Hello and welcome to the Halfords Group call. Throughout the call, all participants will be in a listen-only mode and 

afterward there'll be a question answer session. Just to remind you, the conference call is being recorded. I will now hand 

you over to the speakers from the Halfords Group. Please begin your meeting. 

 

Graham Stapleton 

Good morning all and thank you for joining us on a call today. I do appreciate that it is short notice. With me this morning 

is Loraine Woodhouse, our Chief Financial Officer. We will start by giving you a brief overview of this morning's 

announcement and then we will be happy to take your questions.  

As you'll have seen following a strategic review of our cycling business, we have today proposed some important changes 

to our performance cycling operations. Performance cycling is an important business for Halfords. We currently serve the 

enthusiast [ph 00:00:48] cycling market through treads, a primarily online business and through Cycle Republic, a 

commuted-led [ph 00:00:52] store and online offer. We believe that going forward we will better serve the enthusiast [ph 

00:00:57] market by focusing our investment and resources in one performance cycling brand, i.e. our treads business 

and we have therefore taken the difficult decision to propose the closure of Cycle Republic and the Boardman Performance 

Centre.  

The proposal reflects several factors. Treads has a differentiated and specialist customer proposition. One which we know 

is extremely strong brand equity. However, as a predominately online operation, treads also has a superior business model 

to Cycle Republic in this part of the cycling market. With some future investment we see good opportunities for further 

profitable growth. Alongside our core Halfords retail cycling business, we believe we would be uniquely placed to serve 

both the mainstream and the enthusiast customers in a more economic way than we do today. Our closure proposal links 

back directly to the update we gave in November, where if you recall we outlined our intent to improve the profitability of 

our overall cycling category. 

Cycle Republic made a loss of 4.3 million last year and although we expect the FY 20 loss to be materially lower, we do 

not see a way in which the business has a viable long-term future. Exiting the low returning stock intensive business allows 

us to improve our return on capital while simultaneously freeing up investment and resources to continue to drive our 

service-focused strategy. 

Finally, I would like to acknowledge our colleague population. We have very engaged teams and they have worked 

extremely hard to grow the business. Whilst we strongly believe this proposal is right for the broader business, it is 

obviously very difficult for our colleagues in Cycle Republic and the performance centre. We will now be entering a period 

of consultation with them with a view to mitigating redundancies wherever possible. The business is in discussions with a 

third party who is interested in buying a number of the stores affected by this proposal. While subject to due diligence, if 
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this discussion is successful, the company believes there may be an opportunity to offer some colleagues continued 

employment in the respective stores and we are working hard to make this happen.  

Thank you for listening. Now Loraine and I will take any questions that you have. 
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Q&A 
Operator 

Ladies and gentlemen, if you do wish to ask a question, please press 01 on your telephone keypad. If you wish to withdraw 

that question, you may do so by pressing 02 to cancel. There will be a brief pause while questions are being registered. 

And our first question comes from Adam Tomlinson from Liberum. Please go ahead. Your line is now open. 

 

Adam Tomlinson 

Morning, both. Just quickly a couple of questions just in terms of the Cycle Republic business. Can you just give us some 

indication of top line the size of that business versus treads and then also any indication you have in terms of the customer 

overlap between those two and the potential to migrate the Cycle Republic customer base towards tread or the mainstream 

Halfords business as well. And secondly, you mentioned with treads some investment’s required set to grow that business 

and maximise the opportunity there. Can you just talk a little bit about where that investment will be to take that opportunity? 

And then third question, just in terms of working capital, the statement mentioned some benefits there. Can you just talk 

us through the, I guess the stock dynamics and where those working capital benefits, the balance of those, please? 

 

Loraine Woodhouse 

Hi, Adam, shall I pick up on the relative size and the working capital and then I'll let Graham talk about the migration of the 

treads investment. Cycle Republic annually is around about 25 million sales and treads is approximately twice the size of 

that business, so that will give you some idea of the scale. The working capital benefits, which we should see next year in 

FY 21 effectively will be in stock, as we won't need stock out in the 22 Cycle Republic stores obviously, so we'll quantify 

the benefit a little bit more accurately when we come to our year end, but it'll be- should be somewhere between about 5 

and 10 million of stock in play. 

 

Adam Tomlinson 

Great, thanks.  

 

Graham Stapleton 

And just picking up the overlap. With Cycle Republic, we think there is overlap in both the treads and the Halfords retail 

business. Cycle Republic stores sell a reasonably large numbers of Halfords-branded bikes already as part of their overall 
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sales. So, we're confident that some of that Halfords branded bike sale will go to Halfords stores and online and then on 

the enthusiast [ph 00:06:06] side treads actually has a more extensive range of cycling brands than Cycle Republic and is 

well positioned in that place to meet the needs of customers there. So, we do think because of the scale of overlap that 

there should be some business going to both of those brands. In terms of capital or investment into the treads business, 

if you assume what I've just said to be true, we will need to make some investment in the supply chain and logistics part 

of the treads business to ensure we can accommodate the additional sales from Cycle Republic and the broader market. 

So, that would be our intended first priority when we come into next financial year. 

 

Adam Tomlinson 

Right, thank you. 

 

Operator 

And as another reminder, if you do wish to ask a question, please press 01 on your telephone keypad now. Question 

comes from the line of Kate Calvert from Investec. Please go ahead. Your line is now open. 

 

Kate Calvert 

Morning, everyone. I was wondering if you could just run through the accounting because I assume it will be a non-

continuing business on FY 20. Will you have some sort of lease credit there as well because I think some of these leases 

are five years, aren't they? 

 

Loraine Woodhouse 

Yes, so if I just run through the shape of the accounting Kate, what I'm expecting to see, some of it's of course, the quantum 

I'll talk about more at the year end, because some of that will depend on whether or not the conversations we're currently 

having with a third party go ahead, but in essence we will see an onerous lease charge which will be an exceptional cost 

for FY 20. The cash for those leases to the extent that they're not sublet will then flow through the cash flow for subsequent 

years and on average their leases are about five years long. So, you'll see the cash comes through, but you won't see the 

P&L impact of that, because that will be contained within the onerous lease charge. There will be asset write-offs and 

probably a degree of stock write-off which will be non-cash at the end of the FY 20. There will be some closure costs that 
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we will incur as cash in FY 21, but as part of the exceptional charge for FY 20. And then some consultancy and redundancy 

costs associated with any colleagues that we're unable to relocate.  

So, we will end up with a reasonably material exceptional charge in FY 20 as we outlined in the RNS [ph 00:09:06], but 

the cash in FY 21 we will incur lease outflows, closure cost outflows, but a working capital inflow for stock. We expect the 

working capital inflows to be greater than the cash outflows. 

 
Kate Calvert 

Perfect, thanks very much. 

 

Operator 

Thank you. Our next question comes from land of Matthew McCekren from N+1 Singer. Please go ahead. Your line is now 

open. 

 

Matthew McCekren 

Thanks. Morning, guys. Could you give us some idea as to the seasonality of the 4.3 million loss? Would it be unfair to 

assume that's very second half oriented? Can you just talk us through a little bit about the seasonality? That would be very 

helpful. 

 

Loraine Woodhouse 

It's not hugely seasonal, Matthew, particularly. Yes, there are peaks and troughs, but we will have some form of summer 

peak and then also some form of Christmas peak, so we don't see a particular half 1/half 2 switch. Nothing that would be 

material to you, anyway.  

 

Graham Stapleton 

It's probably just moving online [ph 00:10:18] if anything it's slightly less seasonal because it has less kids' bikes in the 

offer and more commuting requirement, obviously, which are less dependent on weather, et cetera. 
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Matthew McCekren 

Yeah, yeah, sure.  

 

Loraine Woodhouse 

The 4.3 million, Matthew, was last year's number. We are expecting the loss for this year to be materially lower, so the 

impact going forward on the P&L we expect to be relatively small.  

 

Matthew McCekren 

Yeah, okay, thank you for that. And then just in relation to the stock that's currently out in the estate. Let's just assume that 

for whatever reason, you don't unfortunately sell any of the businesses as a growing concern. How much of that stock 

would need to be discounted and sold through as opposed to re-channelled back through other parts of the business? 

 

Loraine Woodhouse 

We're working through that at the moment. We have the facility to pull stock back, so physically we're able to full stock 

back out of stores and to the extent that it's saleable, it will then go back into the distribution system and we're planning 
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that operation as we speak. But we've not yet worked through precisely what we will sell through the ongoing state versus 

stock that we believe we may have to make a provision for, but we will have done that by the time we report the year end. 

 

Matthew McCekren 

Yeah, OK, all right. Then a final question was in relation to some of the P&L details of the business. What is the annualising 

rent bill at the moment? 

 

Loraine Woodhouse 

We've not disclosed the annualised rent bill at the moment. I think whilst we're working through the conversations with the 

third party, we probably wouldn't disclose that, but we will be able to give some details at the year end. 

 

Matthew McCekren 

OK. All right. Thanks very much. Cheers guys. 

 

Graham Stapleton 

Thank you. 

 

Operator 

Thank you and as there appear to be no further questions, I'll return the conference to you. 

 

Graham Stapleton 

Thank you very much indeed everybody for joining. 

 

Operator 
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This now concludes our conference call. Thank you for attending. You may now disconnect your lines. 
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