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7D INVESTOR PRESENTATION 

IMPORTANT NOTICE 

This document, which has been prepared by 7Digital Group plc (the "Company"), has been prepared solely in connection with the proposed issue of new ordinary shares (the "New Ordinary Shares") in the capital of the Company and the proposed admission of the New Ordinary Shares to trading on the AIM market of the 
London Stock Exchange plc (the "Capital Raising"). 

The Capital Raising does not constitute a public offer of transferable securities in the United Kingdom pursuant to section 85 of the Financial Services and Markets Act 2000 (as amended) (the "FSMA") and, accordingly, no prospectus will be published in connection with the Capital Raising in accordance with the Prospectus 
Directive (Directive 2003/71/EC).  This document does not constitute or form part of any offer or invitation to sell or issue or any solicitation of any offer to purchase or subscribe for any shares or other securities of the Company nor shall it (or any part of it), or the fact of its distribution, form the basis of, or be relied upon in 
connection with or act as any inducement to enter into, any contract or commitment whatsoever.  This document is not a recommendation regarding the securities of the Company.  Recipients should not purchase, subscribe for or otherwise acquire any securities of the Company on the basis of this document or the 
presentation made in conjunction with this document (the "Presentation"). 

This document is being distributed only to and is only directed at: (i) persons in member states of the European Economic Area who are "qualified investors" within the meaning of Article 2(1)(e) of the Prospectus Directive (Directive 2003/71/EC) ("Qualified Investors") and (ii) persons in the United Kingdom: (a) who have 
professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "Order"); (b) who are high net worth persons or entities falling within Article 49(2)(a) to (d) of the Order or (c) to whom it may otherwise be 
lawfully distributed (all such persons together being referred to as "Relevant Persons").  Any person who is not both a Qualified Investor and a Relevant Person should not act or rely on the information contained in this document.  If you are in any doubt as to the matters contained in this document (including whether you 
fall within the definitions of Qualified Investor or Relevant Person), you should consult an authorized person specializing in advising on investments of the kind contained in this document.  Any investment or investment activity to which this document relates is available only to Qualified Investors and Relevant Persons. 

This document does not constitute or form part of an offer or invitation to issue or sell, or the solicitation of an offer to subscribe or purchase, any securities to any person in any jurisdiction to whom or in which such offer or solicitation is unlawful.  This document and its contents are confidential and are being supplied to 
you for your own information and may not be distributed, transmitted, published, reproduced or otherwise made available to any other person, in whole or in part, directly or indirectly, for any purposes whatsoever.  In particular, this document should not be distributed, transmitted, published, reproduced or otherwise 
made available, directly or indirectly, in, into or from Canada, Australia, Japan, New Zealand, the Republic of South Africa or the United States, its territories or possessions or in any other jurisdiction outside of the United Kingdom where such distribution or availability may lead to a breach of any law or regulatory 
requirements.  The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document come should inform themselves about, and observe, any such restrictions.  Any failure to comply with these restrictions may constitute a violation of the laws of the relevant 
jurisdiction.  The securities of the Company have not been, and will not be, registered under the United States Securities Act of 1933, as amended (the "Securities Act"), or under the applicable securities law or with any securities regulatory authority of any state or jurisdiction of the United States or under the securities laws 
of Australia, Canada, Japan, New Zealand, the Republic of South Africa or any state, province or territory thereof or any other jurisdiction outside the United Kingdom and may not be taken up, offered, sold, resold, pledged, transferred, delivered or distributed, directly or indirectly, through CREST or otherwise, within, into or 
from Canada, Australia, Japan, New Zealand, the Republic of South Africa or the United States, or to, or for the account or benefit of, any person with a registered address in, or who is a resident or ordinary resident in, or a citizen of such jurisdictions or to any person in any country or territory where to do so would or might 
contravene applicable securities laws or regulations except pursuant to an applicable exemption.  Any securities of the Company will only be offered and sold outside of the United States in "offshore transactions" within the meaning of and in reliance on the safe harbor from the registration requirements under the Securities 
Act provided by Regulation S promulgated thereunder.  The securities of the Company have not been approved or disapproved by the US Securities and Exchange Commission, any state securities commission or other regulatory authority in the United States, nor have any of the foregoing authorities passed upon or endorsed 
the merits of the Capital Raising or the accuracy or adequacy of this document.  Any representation to the contrary is a criminal offence in the United States. 

The information contained in this document is provided as at the date of its publication and is subject to updating, completion, revision, amendment and further verification and does not purport to contain all information that may be required to evaluate the Company and/or the Capital Raising.  This document contains 
statements that are, or may be deemed to be, "forward-looking statements".  These forward-looking statements may involve substantial risks and uncertainties and actual results and developments may differ materially from those expressed or implied by these statements by a variety of factors.  Forward-looking statements 
are sometimes identified by the use of forward-looking terminology such as "believe", "expects", "may", "will", "could", "should", "shall", "risk", "intends", "estimates", "aims", "plans", "predicts", "continues", "assumes", "positioned" or "anticipates" or the negative thereof, other variations thereon or comparable 
terminology.  These forward-looking statements speak only as at the date of this document.  In addition, all projections, valuations and statistical analyses provided in this document may be based on subjective assessments and assumptions and may use among alternative methodologies that produce different results and 
should not be relied upon as an accurate prediction of future performance. 

Except as required by applicable law or regulation, none of the Company or Arden Partners plc ("Arden") or any of their respective directors, officers, partners, employees, agents, affiliates, representatives or advisers undertakes or agrees any obligation to update or revise any forward-looking or other statements or 
information in this document, whether as a result of new information, future developments or otherwise and none of the Company or Arden or any of their respective directors, officers, partners, employees, agents, affiliates, representatives or advisers or any other party undertakes or agrees or is under any duty to update 
this document or to correct any inaccuracies in, or omissions from, any such information which may become apparent or to provide you with any additional information.  No statement in this document is intended as a profit forecast or profit estimate (unless otherwise stated).  To the fullest extent permitted by applicable 
law or regulation, no undertaking, representation or warranty or other assurance, express or implied, is made or given by or on behalf of the Company or Arden or any of their respective parent or subsidiary undertakings or the subsidiary undertakings of any such parent undertakings or any of their respective directors, 
officers, partners, employees, agents, affiliates, representatives or advisers, or any other person, as to the accuracy, sufficiency, completeness or fairness of the information, opinions or beliefs contained in this document.  This document has not been independently verified by Arden.  Save in the case of fraud, no 
responsibility or liability is accepted by any person for any errors, omissions or inaccuracies in such information or opinions or for any loss, cost or damage suffered or incurred, howsoever arising, directly or indirectly, from any use of, as a result of the reliance on, or otherwise in connection with, this document.  In addition, 
no duty of care or otherwise is owed by any such person to recipients of this document or any other person in relation to the Presentation. 

This document and its contents are confidential and you and your directors, officers, partners, employees, agents and affiliates shall treat and safeguard as strictly private and confidential all information contained in this document and any oral information made available at the Presentation.  You shall not use this document 
or the information contained herein in any manner detrimental to the Company.  This document contains inside information.  By accepting this document and by attending the Presentation you agree not to use all or any of the information contained herein (except to the extent it has lawfully been made public) to deal, 
advise or otherwise require or encourage another person to deal in the securities of the Company or engage in any other behaviour which amounts to the criminal offence of insider dealing under the Criminal Justice Act 1993 or the civil offence of insider dealing under the Market Abuse Regulation (2014/596/EU). 

Arden, which is authorized and regulated in the United Kingdom by the Financial Conduct Authority, is acting exclusively for the Company and is not acting on behalf of any recipient or reader of this document and will not be responsible to any such person, other than the Company, for providing the protections afforded to its 
clients or for advising any such person in connection with the Capital Raising or any other matter referred to in this document.  Any such person is recommended to seek their own independent legal and investment advice.  Neither the receipt of this document, nor any information contained therein or supplied with this 
document or subsequently communicated to any person in connection with this document either constitutes, or is to be taken as constituting, the giving of investment advice by Arden to any person. 

By attending the Presentation and/or by receiving this document (whether in hard copy form or electronically), you irrevocably represent, warrant and undertake to the Company and Arden that: (i) you are a Relevant Person and a Qualified Investor; and (ii) you have read and agree to comply with, and be bound by, the 
contents of this notice. 

Disclaimer 

 



7D INVESTOR PRESENTATION 

Key Leadership 

3 

Paul Langworthy 

Chief Executive Officer 

17 years of experience in Media and 

Technology.  Previously COO of 7digital.  Held various 

positions in Music and Broadcast industries at 

Universal Music Group and YouView TV (BT/Talk Talk). 

Tamir Koch 

Non-Executive Chairman 

President of eMusic.com, Inc., an online music and 

audiobooks store and brand founded in 1998. Founded 

several successful startups including Orca Interactive 

and Dotomi. 

Mark Foster 

Non-Executive Director 

Music industry veteran with senior level experience at 

Arista, Polydor, Warner Music. Formerly MD UK and 

Ireland at Deezer and CEO of Arts Alliance. Currently 

Chair of MIDiA Research. 

 

David Lazarus 

Non-Executive Director 

Industrialist and international entrepreneur, investing 

in international businesses. Previously accredited 

broker at Lloyds of London. Executive Chairman of 

RAM Hand-to-Hand Couriers Group in Southern Africa. 
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Investment Highlights  

• First step to become a key strategic part of the backbone of the music industry 

• Serves the top echelon of the industry including UMG, TikTok, BBC 

• Moving from a project to a product-based offering to increase customer  

base and enhance revenue and profitability  

• Opportunity to offer a restricted catalogue model subsidised by enterprise 

• New partnership with eMusic intended to deliver new market opportunities, 

exclusive catalog, and supply chain efficiencies leveraging blockchain technology 

• Eliminating the going-concern issues should restore valuation to more 

appropriate levels 

4 
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A Challenging Year 

• Poorly defined strategy, not translated into execution plan 

 

• Too much customisation in service offerings 

 

• Poor Sales Management and execution 

 

• Financial reporting and budgeting challenges 

 

• Loss of MediaMarktSaturn as a customer 
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Established Recurring Revenue 
 

34+ Services 
187 Million Monthly Streams 
1.8 Billion API Monthly Calls 

Worldwide Rights 

Music License 
Expertise 

Download Store 
in 21 Countries 

Creative 
Content 

Cloud Based 
Platform 

81 Million Tracks 
in Catalogue 

900k Labels & 
Publishers 

6 
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Established Customer Relationships 
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Results for the 12 months  

ending 31 Dec 
2018 £’000 2017 £’000 Change % 

Revenue 19,912 16,733 3,179 19% 

Cost of Sales (5,185) (4,878) (307) (6)% 

Gross profit 14,727 11,855 2,872 24% 

Other operating income 371 509 (138) (27)% 

Administration expenses (27,223) (17,515) (9,708) (55)% 

Adjusted EBITDA (2,509) (1,788) (721) (40)% 

Depreciation (2,090) (2,153) 63 3% 

Adjusted operating loss (4,599) (3,941) (658) (17)% 

Share based payments (173) (86) (87) (101)% 

Taxation on continuing operations 334 380 (46) (12)%  

Finance charges (70) (55) (15) (27)% 

Summary Financials & Key Highlights 

 
 

Highlights 

• Record revenue of £19.9m 
achieved, a 19% growth over 2017 

• Gross profit increased by 24%  
to £14.7m  

• Overall gross margin increased  
to 74% 

• Adjusted EBITDA loss for 2018  
was £2.5m  

• Announced a reduction in 
headcount of c35% across the UK, 
Denmark and the US  

8 
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Is to be the global source  
of music data for all digital 
service providers. 

9 
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Recorded Music Market is Growing 

 

• Recorded music revenues growing for the  

4th consecutive year 

• Music streaming revenue worldwide is projected  

to almost double from 3.3 billion U.S. dollars in  

2015 to 6.22 billion U.S. dollars in 20201 

• 73% of people listen to music every day for an  

average of 2.4 hours 

• More people listen to music than view social media 

• 82% of people don't have a paid subscription2 

10 

Sources: 1. Statista.com  2. Audiencenet Audiomonitor report 2018  

$18.8 Billion Total  
Addressable Market (2018) 

250 Million paying  
music subscribers 

3.5 Billion people listening 
to music each week  

https://www.statista.com/statistics/587216/music-streaming-revenue/
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Strategy to Monetise Untapped Market   

Labels / Rights Holders 

• Monetise the 85% of music 
listeners who will not pay 9.99 
per month 

• Access new large scale channels 

• Take advantage of new 
economic models 

• Inputting into 7digital Strategy 

 

Enterprise (e.g. MVNO) 

• Dramatic reduction in churn 
rate offsets high acquisition 
costs and increases LTV 

• Service differentiation 

• In channel cross- and up-sell 
opportunity to increase ARPU 

 

Consumers 

• Great value music service for free 
or low cost 

• Music is consumed on any device 

• Different listening options for 
different demographics 

Value Proposition 

11 

Digital Service Providers 

• Access to more content 

• Exclusive catalogue 

• Efficiencies in metadata, 
tracking and reporting 
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The New Enterprise Product Offering 

• Self-brand music streaming service 

• Provide a full service solution, where no music industry 
expertise is required by the enterprise customer 

• ‘Lean-Back’ Experience 

• iOS/Android App build, release and support 

• Ongoing feature development 

• Free to the user or lower priced tiers 

• Integrating with enterprise clients’ CRM tools 

• Agreed rights holder licensing framework 

• Powerful churn reduction tool 

• Initially UK and US focussed 
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Why? 

• Customer acquisition costs almost 50x more than retention 
(Source: Computer Weekly) 

• 7digital has shown bundled music services can reduce annual 
churn by 60% 

• Fast growing space, even major players have taken note 

• Global market projected to reach $102bn by 2023, growing at 
a CAGR of 10.6% from 2017 to 2023 

• Advent of 5G will lower barriers of entry for new MVNOs even 
further 

• Smaller size (relatively) means they can make quick decisions 

• Already comfortable working with third party providers 

• New management has close ties and contacts within the space 

 

• ~100 in the UK, ~300 in the US 

• Need differentiated offering to win share  

from incumbents 

• Initial focus on UK before expanding to USA 

Mobile Virtual Network Operators 
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Source: FCC - 32 FCC Rcd 8968 

https://www.fcc.gov/document/fcc-releases-20th-wireless-competition-report-0
https://www.fcc.gov/document/fcc-releases-20th-wireless-competition-report-0
https://www.fcc.gov/document/fcc-releases-20th-wireless-competition-report-0
https://www.fcc.gov/document/fcc-releases-20th-wireless-competition-report-0
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Limited Project Work  
(professional services) 

 

• Deployment service (one off) 

• Training service (one off) 

• Label contracting consulting service 

(one off) 

• Label reporting service (ongoing) 

• Paid upfront 

5% 

Enterprise Business Model 

PaaS Fees  
(monthly recurring revenue) 

 

• Access to platform, applications and 

music content 

• Fees increase according to volume of 

users 

• Even small penetration in large 

customer bases drives significant 

revenue 

• Single platform for all customers 

• Support & maintenance included 

• Billed monthly in advance 

 

25% 

14 14 

75% 
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Fundraise of £6.5M 

• Consortium purchased/converted £585,932 of outstanding notes and interest 

• Consortium invested £1.3 million of ordinary equity  

• Consortium intends to invest an additional £2.5 million  

• Funding need: additional £2 million  
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Use of Proceeds: Grow and Profit 

○ Develop strategic industry-specific sales and marketing functions – £3 Million Investment 

• Build a robust partner (reseller) program to drive new customer growth 

• Establish a marketing function to support a streamlined sales model 

• Expand sales and support in US Market 

• Invest in market-driven product development 

 

○ Reduce operational overhead – £3 Million Investment 

• Bring creditors up to date 

• Reduce overhead through consolidation of technology and resources 
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7digital & eMusic Partnership 
 
Longer term plan to build and launch a blockchain platform to bring transparency 
and efficiency to disrupt the broken supply chain of the music industry.  
 
Adding this new asset under 7digital distribution services will: 

• Expand current UMG service offering to $600M Direct-To-Fan market,  

the fastest growing market in the industry (+35% in 2018) 

• Monetise transactions on the chain 

• Bring exclusive content to the 7d catalogue  

• Create an Exchange for music rights 

• Contract, timing and financing to be agreed 
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Thank you. 
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Automotive 
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Why? 

• In-car entertainment market is expected to reach 
$33.8 billion by 2022 

• Next generation in-car entertainment system 
suppliers are looking to power a personalised music 
experience, but they all require access to a music 
catalogue  

• Selling a high-definition music streaming service as an 
add-on allows car manufacturers to differentiate 

• Tesla is setting the precedence for streaming music 
deal with rights holders, enabling other automotive 
players to strike deals and own their in-car music 
experience 

• Spotify is looking to launch a $100 in-car streaming 
hardware device to serve its active 50 million 
commuting users, validating the need for a native 
experience 

In-car entertainment suppliers 

• Helping automotive companies own their 

user experience and compete with Android 

Auto and Apple CarPlay 

• Looking to expand the lean back music 

experience beyond terrestrial radio 

• Huge opportunity with the rise of 5G 

enabled in-vehicle entertainment systems 
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Why? 

• Loyalty program market to reach $201 billion by 2022 
driving global customised consumer rewards 

• The rules of the game are changing, loyalty is moving 
from ‘transactional’ to ‘emotional’ loyalty (JWT) 

• Brands are looking for a daily interaction loops that 
impact user behaviour (listening to music) and 
consequently drive loyalty 

• A music streaming service serves as a differentiation 
strategy for loyalty programs, addressing a daily user 
need i.e. consuming music  

 

Retailers and Brands 

• Motivated by fear of GAFA (Google, Facebook, 

Apple and Amazon) to retain loyal customers  

• Running loyalty programs to increase ARPU as 

well as brand differentiation 

• Understand the value of emotional transactions 

with customers  

• Looking to build a daily marketing touch point 

with customers beyond social media 

Loyalty Program Operators 
 

21 
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Productising the Technology 
 
A Focused Offering 

Enable Enterprises with large customer bases to offer a self 

branded music streaming service as customer acquisition, 

engagement and retention tool: 

● MVNOs  

● Retail & Loyalty 

● Automotive 

 

A Technology Company 

Offering a highly productised, repeatable, cloud hosted music 

streaming solution. Removed expensive custom development.  

An Expanding Market 

Enable enterprises to engage the 85% of music consumers 

that do not want to pay 9.99 a month for a music streaming 

service. 

 

 

Commercial Strategy 

Improved commercial strategy and sales execution though 

direct sales and partner programmes, quickly delivering growth 

into the business and higher margin deals.  

Innovative Partnerships 

Leverage eMusic's blockchain technology to service the Direct-

to-Fan (DTF) market to increase services, markets and revenue. 

 

22 
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Consolidated Financial Position 31 December 2018 
2018 2017 Restated 

      

  £'000 £'000 

Assets     

Non-current assets     

Intangible assets 1,175 6,157 

Property, plant and equipment 128 324 

  1,303 6,481 

Current assets   

Trade and other receivables 6,242 6,934 

Cash and cash equivalents 461 6,978 

  6,703 13,912 

Total assets 8,006 20,393 

Current liabilities   

Trade and other payables (10,888) (12,333) 

Loans and borrowings (1,306) - 

Derivative liabilities  (257) - 

Provisions for liabilities and charges (303) (34) 

  (12,754) (12,367) 

Net current (liabilities)/assets (6,051) 1,545 

    

Non-current liabilities   

Other payables (1,207) (1,367) 

Deferred tax liability - (308) 

Provisions for liabilities and charges (125) (403) 

  (1,332) (2,078) 

Total liabilities (14,086) (14,445) 

Net (liabilities)/assets (6,080) 5,948 

    

Equity   

Share capital 14,420 14,404 

Share premium account 8,294 8,232 

Treasury reserve - - 

Other reserves (3,268) (3,367) 

Retained earnings (25,526) (13,321) 

Total equity (6,080) 5,948 
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Consolidated Cashflow Statement 31 December 2018 
2018 2017 Restated 

  £'000 £'000 

Loss for the year (11,861) (4,826) 
Adjustments for:   

Taxation (334) (380) 
Finance Cost (net) 101 55 
Profit on sale of fixed assets (11)   
Foreign exchange 48 417 
Amortisation of intangible assets 1,839 1,738 
Depreciation of fixed assets 251 415 
Impairment of intangible fixed assets 3,946 - 
Impairment of tangible fixed assets 131 - 
Share based payments 173 86 
Increase in provisions (9) 294 
(Decrease)/increase in accruals and deferred income (3,639) 4,505 
Decrease/(increase) in trade and other receivables 778 (2,674) 
Increase in trade and other payables 1,732 222 

Cash flows used in operating activities (6,855) (148) 
Taxation (44) - 
Interest income received 1 1 
Interest expense paid (39) (56) 
Net cash used in operating activities (6,937) (203) 
      
Investing activities   

Purchase of property, plant and equipment, and intangible assets (1,000) (4,575) 
Net cash inflow on acquisition of a subsidiary - 297 
Proceeds from sale of fixed assets 11 - 
Net cash used in investing activities (989) (4,278) 
      
Financing activities   
Proceeds from issuance of share capital - 10,599 
Proceeds from issuance of shareholder loans 1,500 - 
Net cash generated from financing activities 1,500 10,599 
      
Net (decrease)/ increase in cash and cash equivalents (6,426) 6,118 
Cash and cash equivalents at beginning period 6,978 838 
Effect of foreign exchange rate changes (91) 22 
Cash and cash equivalents at end of year 461 6,978 


