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Reentry Reach: Pension deficit to be eliminated®

Company: Reach (RCH LN) Market Cap: £226m (70p)

Industry: Media/Newspaper Debt: £38m

Country: UK Revenue: £521m

Entry Date: 1° August 2025 Operating profit: £102m

Dividend: £23m (10%) Free cash flow: £15m (incl. pension cost)

Entry: £227m (70.4p) Target: £400m or 124p (+77%)
Why Reach?

e £62m in annual pension payments to decline to £15m by 2028
e Despite declining revenues, operating profit is held stable
e Recent push into video and into the USA could start bearing fruits

e Montgomery has explored a takeover at £400m

e Decline in traditional advertising market and switch to Al related media
e Earnings power decline of elderly people (their main customers) due to potential tax or pension

changes

About Reach

The last time | invested in Reach (here) was at a similar point as now —ahead of the Autumn Budget (2022).
Back then, the position initially lost, but then gained with Montgomery exploring a takeover (here), just
as is happening today. | was able to exit the position with a 28% return in two months (here). Because the

notes | wrote on Reach are a bit outdated by now, I'll provide a short introduction to what the company

! all assumptions and observations are based on internal modelling and data analysis
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does. Reach is the largest UK commercial publisher with more than 120 brands, 2,000 editorial staff, a UK
audience of 37m, US audience of 30m and a global social audience of 101m?. The publisher has the 6
largest digital asset in the UK and owns tabloid papers, such as the Daily Mirror, Daily Express, Daily Star,
Daily Record, and is engaged nationally and regionally. Reach makes around 75% of its revenues from
print, over 50% of total revenue comes from circulation only, and 25% from digital®. The decline in
circulation is largely offset by price hikes and relates mostly to the elderly subscribers deceasing. The
company is diversifying away from the declining print business mostly via its digital platforms, by entering
new regions (USA) and by focusing on new formats, such as social and video. Like many other publishers,
Reach has options to dive more into Al and reduce costs further, as proposed by a potential takeover of
Reach by David Montgomery recently*. However, the biggest upside could come from a large reduction

of the £62m annual pension deficit payments, which are to drop to £15m in 2028.

Reach plc strengths. e

Our digital
strength

Broad brand

Strategic

Strong financials

Print resilie »230m copies sold

37m

UK gudience ¢

30m

RPM FY20-24 +65%
increase RPM

relevance

Home to more than

US audience

10Im

Social audience (global)

c.l.1bn

Monthly PVs on-platform

120 brands

Aword-winning
journalism

Largest UK commercial
publisher

©.2,000 editorial staff

Data-driven revenues
represent 43%
revenues HY25

Supported our
diversification into non

advertising revenues

Expanded across new

Strong profitability 1
profit margin

Strong cash generation ¢.102% profit HY25
cash conversion

Robust balance sheet Net debt cE26m HY25
headroom to RCF £145m

9 geographies
m Track record in paying dividends to shareholders
Sign-ups £23m p.aFyY24

and 3m WhatsApp

6th

Largest digital asset in
the UK

Long term uncertainties resolved

Free cash unlocked 2028

Source: https://www.reachplc.com/content/dam/reach/corporate/documents/results-and-reports/2025/hy2025-results-

presentation.pdf.downloadasset.pdf

2 https://www.reachplc.com/content/dam/reach/corporate/documents/results-and-reports/2025/hy2025-results-
presentation.pdf.downloadasset.pdf

3 https://www.reachplc.com/content/dam/reach/corporate/documents/results-and-reports/2025/hy2025-results-
statement.pdf.downloadasset.pdf p. 22

4 https://dailybusinessgroup.co.uk/2025/08/montgomery-targets-reach-in-cost-cutting-bid/
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The numbers are attractive

The decline in print and print related revenues has averaged -4% per annum over the last five years, whilst
digital revenues climbed on average 3% per annum (+25% in 2021 and -15% in 2023, with the latter due
to changes in the Google and Facebook algorithm?®, other years +1-2%). However, despite the decline and
subsequent stabilisation in digital revenue in 2023 and onwards, operating profit and adj. free cash flow
stabilized despite the decline in print revenues. This is partly due to the deferred consideration for Express
& Star (£17m per annum until 2022, £7m in 2023°) falling away, partly due to job cuts. What makes Reach
interesting from an investment point of view is the pension deficit, which requires the company to pay
£62m per annum until 2028, when the payments drop to £15m’. Essentially, this is equivalent to a
company repaying debt at £62m a year and obtaining £47m additional free cash flow in three years’ time
vs. £220m market cap. This is likely the reason behind Montgomery exploring a takeover with £250m cash

and £150m debt?, valuing the company at £400m (+82%).

Reach: Despite declining revenue, profit is

maintained
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Source: Annual reports Reach

5 https://www.reachplc.com/content/dam/reach/corporate/documents/results-and-reports/2023/full-year-
results-statement.pdf.downloadasset.pdf p. 4

5 https://www.reachplc.com/content/dam/reach/corporate/documents/results-and-reports/2023/full-year-
results-statement.pdf.downloadasset.pdf p. 35

7 https://www.reachplc.com/content/dam/reach/corporate/documents/results-and-reports/2025/hy2025-results-
statement.pdf.downloadasset.pdf p. 27

8 https://dailybusinessgroup.co.uk/2025/08/montgomery-targets-reach-in-cost-cutting-bid/
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Reach: Free cash flow is improving due no
deferred acquisition payments
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Source: Annual reports Reach

Reach: Print revenue decline is not offset by
Digital revenues (£m)
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The pension deficit

| won’t go into the details of why Reach Plc had such a large pension deficit, but in short, the pension was
misappropriated by Robert Maxwell, then CEO of the Mirror Group Newspaper (now Reach), which was
uncovered by his death in 1991°. This then led to the regulator obliging companies to bring their pension
assets and liabilities on their balance sheet and have trustees manage them; and agree on any additional
payments on a triennial basis, if necessary. However, the tide is finally turning for Reach as the IAS 19

defined benefit deficit is approaching zero. Reach has a total of six pensions with the following details:

e the MGN Pension Scheme (the ‘MGN Scheme’)
o £219m funding deficit as of 31 December 2022, still in deficit as of 30 June 2025
o £46m in annual payments until January 2028 (agreed on 9 October 2023)
o Bulk annuity of 18% of liabilities purchased in 2024
e the Trinity Retirement Benefit Scheme (the ‘Trinity Scheme’)
o £5.8m funding deficit as of 31 December 2022, surplus as of 30 June 2025
o £4.5min annual payments from 2025 to 2027 (agreed on 28 March 2024)
e the Midland Independent Newspapers Pension Scheme (the ‘MIN Scheme’)
o £53.3m deficit as of 31 December 2022, still in deficit as of 30 June 2025
o £9.7min annual payment in 2025, £10.6m in 2026 & 2027 and 11.4m in 2028 (agreed on
28 March 2024)
e the Express Newspapers 1988 Pension Fund (the ‘EN88 Scheme’)
o £2m surplus as of 31 December 2022, surplus as of 30 June 2025
o £1minannual payments until 31 December 2027 (agreed on 27 March 2024)
o the Express Newspapers Senior Management Pension Fund (the ‘ENSM Scheme’)
o Was bought out on 28 February 2024, surplus as of 30 June 2025
e the West Ferry Printers Pension Scheme (the ‘WF Scheme’)

o Final £3.8m to be paid in H2 2025, as scheme to be bought out

In this sense, there are only 3-4 pensions left and only two (MGN and MIN Scheme) that are still in deficit

by 30 June 2025. Specifically, the overall IAS 19 retirement benefit deficit is likely to move into surplus in

% https://globalcapitalism.history.ox.ac.uk/files/case29-robertmaxwellsexpectationsgappdf
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2026. This would then leave Reach with around £47m in additional free cash flow in 2028, and another

£15m in 2029, which compares to a market cap of £220m.

Reach: Pension deficit is declining and insured
annuity policies are rising
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Reach: Large reduction in pension deficit
sensitivities in just five years (Em)
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Legal Disclaimer

The contents of this document have been prepared solely for the purpose of providing information about David
Herrmann trading as AozoraStep and the services and products he is offering, which are targeted for professional
investors only. AozoraStep is a trading name of Vittoria & Partners LLP ("V&P"). V&P will be appointed to as the
investment manager or adviser to any AozoraStep related products. V&P has seconded David Herrmann (IRN:
DXH02219) to undertake regulated activities under the trading name. V&P is authorised and regulated by the
Financial Conduct Authority (FRN: 709710). This document is intended for Professional Clients only. The opinions
and views expressed are those of David Herrmann and may change without notice and should not be construed as
investment, tax, legal or other advice. David Herrmann and V&P do not guarantee the completeness and accuracy
of the information provided and all content can become out of date. Potential products or services mentioned in
this presentation are subject to legal and regulatory requirements in applicable jurisdictions and may not be available
in all jurisdictions. Accordingly, persons are required to inform themselves and observe any such restrictions. In
respect to investments described in this document, past performance is not a guide to future performance. The
value of investments and the income of any financial instruments mentioned in this document may fall as well as
rise and may have tax consequences. The performance of the investment strategy that David is planning to offer is
based on a personal track record and approved by Sedulo for the time period Q1 2019 - Q1 2021 and by HiCloud
Accounting for the time period 2020 - 2024, only with further examinations being done on an occasional basis. All
references to AozoraStep in this presentation should be read in the context of David Herrmann’s secondment to

V&P to undertake regulated activities.
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