
Financing Model
In theory, financing the 1st Stop group’s business is a simple process. We borrow money at a lower rate and then 
lend it out at a higher rate. The difference between the two, after allowing for the costs of writing the business, is 
the operating company’s profit. The more we lend, the lower the costs per loan become, thereby increasing profit-
ability both in real terms and as a percentage of turnover. 

In reality, the process is far more complex. Capital is raised across the 1st Stop group from a number of banks and 
financial institutions in various ways: 

• through a revolving credit facility provided by a Challenger Bank;
• traditional block financing provided by a number of banks and institutions; and
 
This finance model involves blending the cheaper bank finance with funds that are raised through 1st Stop Reserve 
Limited. 

On average the banks provide 70% of the funds the operating companies lend out with the remaining 30% having 
come from a variety of sources such as company equity, loans from the Directors and their families, and mezzanine 
finance from a small number of High Net Worth individuals. 

By blending the money 1st Stop Reserve Limited raises from private investors with the bank finance the average 
cost of the funds the operating companies lend is around 9.2% per annum (as of 30/09/2015). The APR the
operating companies lend to their customers reflects the annual interest rate and the up-front fees and averages:

• 38.7% for Personal loans; 
• 31.9% for Car Finance; and 
• 36.3% for Home loans. 

Where we do not have sufficient funding ourselves to blend with bank finance, we have the ability to write loans 
which are placed with a Challenger bank and which are then funded 100% by that bank. 

At The 1st Stop Group Limited’s last financial year end the value of the loans ‘outsourced’ to our partner banks was 
circa £25m across the group. 

One of the reasons that the 1st Stop group is actively seeking additional funding is so that it can retain more of the 
business that its operating companies write and not have to rely as heavily on this additional facility.

Wherever the loan is placed the experience for the customer is the same and as far as the customer is concerned 
his or her loan is with one of the companies within the 1st Stop group.  This builds the 1st Stop brand image. 

As the lending activities of the operating companies have increased and to support the 1st Stop group’s expansion 
plans, we needs to look for private finance from other sources. We therefore need to widen the scope of our 
investor base, hence the reason 1st Stop Reserve Limited has decided to actively market a loan note.

Data correct as of 19/05/2016. The APRs include our acceptance fees and any broker fees.
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1st Stop group is a cash generative business receiving repayments on a monthly basis. The more the operating 
companies lend in our controlled and responsible manner, the bigger the cash collection that is generated each 
month

1st Stop Reserve
1st Stop Reserve Limited was established in August 2014 as part of the 1st Stop group’s expansion and
development plans. With the successes being enjoyed across the group and with the amount being lent to
consumers growing month by month, there was a need to spin-off the fund raising arm of the business into a 
separate entity.
  
1st Stop Reserve Limited is effectively the fund raising department for the group as a whole for our unsecured
borrowings from Relevant Persons. 1st Stop Reserve Limited is currently looking to raise money from investors via 
a debt issue, structured as a loan note. A Loan Note is a debt security that is issued by a company and in this case 
is a fixed interest security.

We are targeting a fund raise of between £20-30 million over the next 12 months from suitable investors.

The loan notes being offered are for a fixed term and pay a highly attractive fixed rate of interest. 

Investors should select the term that best meets their individual requirements.

Every £10 million raised through 1st Stop Reserve Limited, when combined
with the bank finance, allows us to issue £35 million of new lending. 

The first £10 million per annum that we raise will allow us to retain on
our balance sheet a greater proportion of the business that we are
currently writing and reduce the need to ‘outsource’ blocks of loans
to our partner banks.

We then need to raise a further £10-20 million per annum to fund
increased distribution through the online comparison sites, national
car dealerships and to support the launch of new product lines. 

Investor Terms
1st Stop Reserve Limited is offering potential investors the chance to provide debt funding to the group operating 
companies via the offer of a fixed term loan note. The loan note will offer highly attractive fixed rates of interest. 

Investors will have a choice whether to elect for capital roll-up or to take income monthly, quarterly or annually. 

Investors can choose to loan money to 1st Stop Reserve Limited for a fixed period of 2, 3, 4 or 5 years. 

The longer terms are better for the 1st Stop group as the majority of the loans that the operating companies issue 
are over similar terms. This means that 1st Stop Reserve Limited can closely align the funds it receives from 
investors with the money the operating companies loan out to consumers and won’t need to refinance the loan 
book mid-term.

As a result of this, 1st Stop Reserve Limited will pay a higher rate of interest for investors choosing the longer terms,  
which reflects the fact that this money is committed to the 1st Stop group for a longer period and therefore is more 
profitable to us.

At the end of the term that an investor has selected (be that 2, 3, 4 or 5 years) the capital sum will be returned to 
the investor.
 

‘ Achieving
success through

honest dealing and 
strict adherence to the

  view that, for you to gain,
those you deal with

should gain as well.’

- Alan Greenspan
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 Choice of 2 ,3 4 or 5 year terms
 Income or capital roll-up
 Full capital repayment at the end of the fixed term
 Income payable monthly, quarterly or annually
 In the event of the death of investor, redemption at full value
 Non-transferable
 Early encashment possible, subject to penalties, with the proceeds paid within 30 days
 On receipt of cleared funds investors will be provided with a loan note certificate evidencing their
 investment and be entered into 1st Stop Reserve Limited register of loan notes
 Annual statements sent every year
 Interest payable in arrears on 1st working day of the month at the following rates

 

 

 Direct investments- interest fully taxable and paid net of basic rate tax
 Pensions, trusts and overseas residents- interest not taxable and paid gross  
 Minimum investment £25,000 & then in multiples of £1000

1st Stop Reserve Limited is offering a fixed term investment and the rates it offers to investors are proportionately 
higher to reflect that the money is tied up and not readily accessible. However it appreciates that there can be 
circumstances where investors unexpectedly need to access their funds.

As such, 1st Stop Reserve Limited is able to offer monthly redemption terms to investors, but does so on the basis 
that the operating companies do not suffer a financial loss in the process. 

The operating companies and 1st Stop Reserve Limited incur costs at the outset and additional costs at the time the 
loan notes are prematurely redeemed and as these costs cannot be recovered elsewhere these costs are passed 
on to the investor.

Redemption of the loan mid-tem will be subject to 30 days loss of interest and the following early-surrender
penalties

Term

2 years
3 years
4 years
5 years

Investor rate

7.75% p.a
8.75% p.a
9.75% p.a

10.75% p.a

Term of Loan
Note

5
4
3
2

Remaining Term 
4yrs+

15%
-
-
-

Remaining Term 
3-4yrs

12%
12%
-
-

Remaining Term 
2-3yrs

9%
9%
9%
-

Remaining Term 
1-2yrs

6%
6%
6%
6%

Remaining Term 
less than 1 year

5%
5%
5%
5% 17



Investment Structure
The investment is structured as a loan note, where investors lend money
to 1st Stop Reserve Limited.  

The loan note is an unregulated investment product that is targeted at certain
categories of investor as defined by regulations. These are High Net Worth Individuals,
High Net Worth Companies, Sophisticated Investors, Self-Certified Sophisticated Investors, Investment
Professionals, and Restricted Investors.

Investors lend money to 1st Stop Reserve Limited, who then distribute the funds to the operating companies within 
the group. Certain conditions are attached to the use of these funds so that they can only be used for the stated 
purpose of providing consumer credit.

Inter-company agreements are in place between 1st Stop Reserve Limited and the three operating companies 
governing repayment of interest and capital from the operating companies back to 1st Stop Reserve Limited. 

1st Stop Reserve Limited is responsible for repaying capital and interest back to the investor.

1st Stop Reserve Limited, has, to date, over £7 million in outstanding loan notes, and the group has been raising 
money in this way for nearly 7 years. During this time all capital and interest payments have been made on time 
and in full and indeed many investors have chosen to re-invest with us at the end of the selected term.

Factors For Investors To Consider
Although this is a non-regulated investment where the investor’s capital is at risk, we believe that there are a 
number of factors that mitigate the risks to a potential investor and distinguish this proposition from many other 
investment opportunities. These are:

A clear-cut and easy to understand business model that is easily scalable and where all the fundamentals for 
growth are already in place. A business that has been operating successfully and profitably for nearly 7 years. The 
Receivables book for the group has shown an annual growth rate of 39% for the last 4 years, ending FY15 at
£24.9 million.

The turnaround time from 1st Stop Reserve Limited receiving investor funds to loaning out the money to customers 
is normally less than one month. With many other investment opportunities there is a substantial delay between 
raising finance and generating profits and returns may be contingent on the success of a project or development. 
With our business model the funds we receive from investors turn into profitable income streams for the company 
from month 1, and are cash generative and profitable from the outset.

1st Stop group’s business is subject to a higher degree of scrutiny than almost any other business and if we were 
not conducting our affairs in the correct manner this would be immediately visible. Firstly, the lending activities of 
the operating companies are regulated, which involves quarterly submissions of highly detailed information to the 
regulator. We are also required to maintain adequate financial resources and in due course, will fall under the 
FCA’s Prudential requirements.

The banks that fund the operating companies all require regular auditing, mostly on a quarterly basis. As the group 
is supported by a number of banks, the 1st Stop group is actually audited many times each year. In particular Grant 
Thornton audit us on a quarterly basis and complete a bi-annual compliance check on behalf of one of the banks.

We use the services of Deloitte LLP as our corporate finance advisors and to provide an internal audit service.
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The group has free assets on its balance sheet, significantly in excess of the outstanding borrowings.

As of 31/03/2015 at the date of the last audited accounts, the group had gross receivables on its loan books of 
£25,591,000, the majority of which is secured against tangible assets. The net debts of the group (excluding 
Directors’ funds) which are secured against the assets are £9,473,000 from Banks and Institutions. In addition 1st 
Stop Reserve Limited has outstanding £5,123,000 in loan notes from private investors. The surplus that would be 
realised in the event that the loan book was run off would be £10,995,000. This provides asset cover of 175% 
which gives investors a significant level of protection. 

Illustrations Of Potential Returns
The following illustration shows an investment of £100,000 with a 5 year term and monthly interest.

The following illustration shows an investment of £100,000 with a 5 year term and capital roll-up

Interest added at a rate of 10.75% per annum and the proportion paid will be calculated based on the number of 
days elapsed during the year before the early redemption request is received.

End of

Year 1
Year 2
Year 3
Year 4
Year 5

Opening
Balance

£100,000
£100,000
£100,000
£100,000
£100,000

Closing
Balance

£100,000
£100,000
£100,000
£100,000
£100,000

Monthly Income
(gross)

£895.84
£895.84
£895.84
£895.84
£895.84

Redemption figures
mid-year

£85,000
£88,000
£91,000
£94,000
£95,000

End of

Year 1

Year 2

Year 3

Year 4

Year 5

Opening
Balance

£100,000

£110,750

£122,656

£135,841

£150,444

Closing
Balance

£110,750

£122,656

£135,841

£150,444

£166,616

Monthly Income
(gross)

0

0

0

0

0

Redemption figures
mid-year

£85,000 + unpaid
interest pro-rata
£97,460 + unpaid
interest pro-rata
£111,617 + unpaid
interest pro-rata
£127,690 + unpaid
interest pro-rata
£142,922 + unpaid
interest pro-rata

Annual Income
(gross)

£10,750
£10,750
£10,750
£10,750
£10,750

Annual Income
(gross)

0

0

0

0

0
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Financial Information – 1st Stop Reserve Limited
The following information has been taken from the audited financial statements for the period ending 31/03/2015. 
These are the first and so far the only audited accounts for the company.

From Profit and Loss
Turnover      £308,082
Profit Before taxation    £60,268

Assets
Debtors      £7,606,505
Cash in bank     £651,530
Total      £8,258,035

Liabilities
Creditors falling due within 1 year  £2,480,191
Creditors falling due after more than 1 year £5,777,844

Net Assets     £47,831

Consolidated Information – The 1st Stop Group
The following information has been taken from the group’s consolidated financial statements for the year ended 
31st March 2015. We have highlighted the most relevant information.
 
Profit and loss     2015    2014
Turnover      £8,964,707   £7,854,587
Gross Profit     £6,002,332   £4,870,767
Profit Before taxation    £1,699,056   £1,204,036

      
Balance Sheet     2015    2014
Assets
Fixed Assets     £963,000   £689,962
Debtors      £17,303,519   £13,076,913
Cash in bank     £1,851,230   £1,469,602
Total      £19,154,719   £14,546,515

Liabilities
Creditors falling due within 1 year  £4,900,556   £4,302,826 
Creditors falling due after more than 1 year £13,091,961   £9,482,832
Provisions      £157,726   £124,440
Total      £18,150,243   £13,910,098

Net Assets     £1,940,509   £1,326,379

Loans are disclosed net of finance income due from future periods. This means that none of the interest we expect 
to receive in the future from any of the loans we have made show on the balance sheet. The interest shown in the 
accounts is that received during the accounting period.
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Future Projections
The following figures show the effects on the group of receiving £20m per annum of funding from 1st Stop Reserve 
loan note.

Risk Warnings
The following risk warnings are those that we believe are most relevant to this opportunity. It is not a full list of every 
possible risk that may occur and potential investors and their advisers should make their own assessment of the 
risks involved.

The success of the 1st Stop group of companies depends on the activities of its Directors and senior management 
team. If one or more of these were unable or unwilling to continue in their position, 1st Stop group’s business may 
be disrupted and it might not be able to find replacements with the same level of skill and experience in a timely 
manner. This could adversely impact the financial results of 1st Stop Reserve Limited and its ability to make timely 
repayments of capital and interest.

If the 1st Stop operating companies do not perform as expected then they may default on the payment of interest or 
capital back to 1st Stop Reserve Limited. This in turn may result in 1st Stop Reserve Limited delaying the full or 
partial payment of interest or capital on the due date to investors. 

If any one of the operating companies were to cease trading for any reason, investors may not receive back all they 
have invested. Investors would rank as unsecured creditors and sit behind the banks and institutional investors in 
the order of repayment.  If this happened, the loan book of the operating company would be wound down over a 
period of years as the loans matured. In such cases it may take an investor a number of years to recover their 
investment.

Although at present the value that would be realised through running down the loan book provides cover of around 
175% against the group’s borrowings, there is no guarantee that this would be the case at the time the operating 
company may cease trading in the future.

The trading activities of the 1st Stop group are subject to changes to the wider UK economy and in particular are 
sensitive to changes in the rates of inflation and unemployment. High inflation and unemployment may adversely 
impact on the performance of the loan book especially in the non-prime market place.

Year Ending

Value of loans lent
to consumers

Turnover 1st Stop
Group

Net profit before
tax

Gross loan book
(including interest

31 / 03 / 2016

£44,898,142

£14,377,450

£2,867,175

£44,040,276

31 / 03 / 2017

£79,585,752

£24,222,079

£4,393,897

£118,777,676

31 / 03 / 2018

£112,644,005

£42,759,654

£9,692,639

£243,171,328

31 / 03 / 2018

£132,784,694

£65,668,361

£20,480,002

£389,197,062
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1st Stop Reserve Limited does not give financial advice and although we undertake a reasonable assessment of 
investors prior to making a formal offer to invest we cannot know the individual circumstances of each investor. 
A prospective investor should only proceed having made their own informed judgement about the suitability of the 
loan note for their circumstances. If in doubt, we strongly recommend that an investor should take Independent 
Financial Advice from a regulated financial advisor who specialises in investments of this type.

Neither the loan notes nor 1st Stop Reserve Limited are regulated by the FCA. In the event of default you would not 
be covered by compensation from the Financial Services Compensation Scheme and the Financial Ombudsman 
Service would generally not deal with complaints relating to loan notes

Investments in loan notes are illiquid.  Although we allow redemptions with 30 days notice, penalties will apply. 
Investors should only commit funds that they are confident will not be required during the term of the investment. 

The loan notes are not transferable. This means that you will not be able to sell your loan note to a 3rd party. 

The structure of the investment via a loan note has been designed to work within the current regulatory, legal and 
taxation framework. Should the applicable legislation be altered this may adversely affect the position of both the 1st 
Stop group of companies and individual investors.

Every care has been taken to ensure the contents of this IM are accurate, however the information and forecasts 
within this document will change over time and it is possible that by the time a prospective investor receives this 
document the information within may no longer be current. Although all reasonable efforts will be made to ensure 
that this document is updated in a timely manner, the Directors cannot accept any liability for any errors or
omissions that may occur.

This IM contains forward looking statements or assumptions which relate to future projections, prospects and 
developments. Any such statements are based on expectations of 1st Stop Reserve Limited at the time of
publication and are subject to risks and uncertainties that could cause actual outcomes to differ materially from 
those expressed or implied.  Such statements should be viewed as illustrative example only and should not be 
taken as implying any guarantee or assurance.  You must make your own assessment of the projections or take 
advice from a suitably qualified professional adviser prior to placing any reliance on these statements.

The 1st Stop group could fail.  It is therefore possible that you will lose some or all of your investment. You should 
not invest more money with 1st Stop Reserve Limited than you can afford to lose without altering your standard of 
living.

Investors from outside of the UK should make their own enquiries about the tax position of this investment in their 
country of residence. If in doubt we reccommend that an investor should take professional advice from an
accountant, financial advisor or tax advisor.

1st Stop Reserve Loan Note is an investment made in GBP. Investors converting funds to GBP for this investment 
should be aware that there is a currency risk and fluctuations in the value of exchnage rates can have an impact 
both positively and negatively on the value of the investment.
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The 1st Stop Group, 10 Whitehills Business Park, Whitehills Drive, Blackpool, Lancashire, FY4 5LW

01253 601 953      reserve@1ststop.co.uk      www.1ststop.co.uk


