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CO-CHAIRMEN’S MESSAGE
TO SHAREHOLDERS

TO OUR SHAREHOLDERS

On behalf of the Board of Directors, we thank you for your investment in BSG and the trust you have placed in the 
Board (the two of us and Norm Phipps, our CEO) to oversee the design and execution of the Company’s strategies. 
In the aggregate, the three of us own or represent parties who own approximately 55% of outstanding shares. The 
Board members’ interests are accordingly well aligned with those of all other shareholders. 

FINANCIAL RESULTS

The financial results in 2018 demonstrate the resiliency of the Company’s business model. Despite a 24% decline 
in revenue, largely attributable to Verizon’s withdrawal from third-party billing at the end of 2017, the Company 
generated $0.8 million of EBITDA, in line with the $0.9 million generated in 2017. 

The Company recorded a $(0.05) per share net loss in 2018, compared with a $(0.02) per share net loss in 2017. 
The net losses recorded in both years were largely driven by non-cash goodwill impairment charges, precipitated 
primarily by the cessation of third-party billing by AT&T (2017) and Verizon (2018). The actions of AT&T and Verizon 
reduced the earnings base and fair value of the Company’s wireline billing and clearing business, which in turn 
required the non-cash impairment charges. A substantial portion of the impaired goodwill had been recorded in 
2003, when the predecessor to BSG purchased the wireline billing and clearing business. At December 31, 2018, 
the Company did not carry any value for goodwill associated with the wireline billing and clearing business. 

We are pleased to report that the Company has a strong balance sheet at December 31, 2018: 

	 •   Cash		  $9.2 million 
	 •   Working capital	 $6.6 million 
	 •   Long-term debt	 $0.1 million 
	 •   Tangible net worth	$11.2 million

STRATEGIC REVIEW

In 2016, the Board initiated a strategic review to determine the future composition of the group, including capital 
structure and business lines. The most visible actions taken to date under the strategic review were as follows:

•   2017	 Engaged in discussions with possible acquirers of BSG Wireless 
•   2017	 Completed a $5.0 million tender offer  
•   2018	 Distributed $1.2 million in a cash dividend 
•   2018	 Renewed discussions with possible buyers for all or parts of the business

Discussions with possible buyers for all or parts of the business are on-going.

B I L L I N G  S E R V I C E S  G R O U P  L I M I T E D
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J a s o n  R .  W o l f f D e n h a m  H . N .  E k e 
Non-Executive Co-Chairman Non-Executive Co-Chairman 

CAPITAL MANAGEMENT

The Board oversees the structure and allocation of the Company’s capital. There are many non-exclusive options 
available in allocating capital, including the purchase or sale of business assets; additional investment in existing 
businesses; and cash distributions to shareholders. The Board will regularly give due consideration to additional 
cash distributions to shareholders based on the financial position of the Company and transactional events such 
as the sale of all or any part of the group’s business. 

OPERATIONS

Attainment of strategic objectives has not diluted the efforts of management to operate the business in its 
traditional disciplined way. Management, under Norm Phipps’ leadership, has worked continuously to optimize 
pricing, staffing and expense levels. The discipline inherent in the Company’s business model is borne out with 
an improved gross margin ratio for eight consecutive years and lower operating expenses in six of the past eight 
years.

SPECIAL RECOGNITION

The men and women of BSG faced multiple challenges in 2018. Revenue was falling, staff size had to be reduced 
and on-going discussions with potential buyers of the group’s business units consumed staff resources. Despite 
these challenges, the employees were able to improve the gross margin ratio, reduce operating expenses, 
maintain a stable operating environment and generate $0.8 million of EBITDA, enabling the Company to distribute 
a $1.2 million cash dividend. It was a commendable accomplishment. We express our gratitude and respect to 
this talented team. 

S i n c e r e l y ,

4



Denham H.N. Eke (appointed Co-Chairman January 1, 2018)
Jason R. Wolff (appointed Co-Chairman January 1, 2018) 
Norman M. Phipps, CEO, CFO, and Executive Director

DIRECTORS

DIRECTORS, 
OFFICERS & ADVISORS

OFFICERS

Norman M. Phipps, Chief Executive Officer 
and Chief Financial Officer

COMPANY SECRETARY

Diane Perinchief
c/o Estera Services (Bermuda) Limited
Canon’s Court
22 Victoria Street
Hamilton, HM 12, Bermuda

ASSISTANT COMPANY SECRETARY

Estera Services (Bermuda) Limited
Canon’s Court
22 Victoria Street
Hamilton, HM 12, Bermuda

REGISTERED OFFICE

Canon’s Court
22 Victoria Street
Hamilton, HM 12, Bermuda

NOMINATED ADVISOR AND BROKER

finnCap Limited
60 New Broad Street
London EC2M 1JJ, United Kingdom

Reed Smith LLP
The Broadgate Tower
20 Primrose Street
London EC2A 2RS, United Kingdom

UK LEGAL ADVISOR

Appleby (Bermuda) Limited
Canon’s Court
22 Victoria Street
Hamilton, HM 12, Bermuda

BERMUDIAN LEGAL ADVISOR

Weaver and Tidwell, LLP
9311 San Pedro Avenue
Suite 1400
San Antonio, TX, 78216, United States

INDEPENDENT AUDITORS

Link Market Services
12 Castle Street
St. Helier, Jersey JE2 3RT, United Kingdom

BRANCH REGISTRAR

Link Asset Services
The Registry
34 Beckenham Road
Beckenham, Kent BR3 4TU, United Kingdom

DEPOSITORY INTEREST REGISTRAR
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B I L L I N G  S E R V I C E S  G R O U P  L I M I T E D

All amounts in US$

FINANCIAL
HIGHLIGHTS

YEAR ENDED DECEMBER 31

Revenues

EBITDA(1)

Cash operating expenses

Gross margin

Net loss

Net loss  
per basic share

Cash balance at end 
of period

16.1 million

0.8 million

9.0 million

60.4%

(7.8) million

9.2 million

(0.05) per share

$

$

$

$

$

$ 21.1 million

0.9 million

11.0 million

56.6%

(6.7) million

11.5 million

(0.02) per share

$

$

$

$

$

$

2018 2017

•	� Experienced $5.0 million decline in revenue ($16.1 million vs. $21.1 
million in 2017) due largely to discontinuation of third-party billing by 
Verizon, a large local exchange carrier (LEC) 

•	� Improved gross margin by 3.8 percentage points (60.4% vs. 56.6% in 
2017)

•	� Reduced operating expenses by $2.0 million ($9.0 million vs. $11.0 
million in 2017) 

•	 Generated $0.8 million of EBITDA (2017: $0.9 million)
•	� Recognized $10.0 million of non-cash impairment charges against 

goodwill (2017: $15.3 million)
•	 Distributed $1.2 million in cash dividends
•	 Ended year with $9.2 million of cash (2017: $11.5 million)
•	 Ended year with $6.6 million of working capital (2017: $5.9 million)

(1) � �EBITDA is computed as earnings before interest, income taxes, depreciation, 
amortization and other non-cash and nonrecurring income or expense items.  
EBITDA is not a recognized measure under generally accepted accounting 
principles (GAAP).
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•	� Renewed our hub and WLDS contract with AT&T with new terms that 
increase monthly revenue potential

•	� Renegotiated our hub and mobile applications contracts with Comcast to 
increase the revenue opportunity

•	� Signed a new hub contract with Spectrum (Charter)
•	� Reduced expenses at BSG Wireless by $1.7 million on an annualized basis
•	� Reduced costs and improved stability by replacing the legacy UK data center 

with new cloud infrastructure
•	� Renewed our contract with a national cable company, including additional 

TPV volume in new markets
•	� Launched new TPV markets with Constellation Energy
•	� Increased both TPV volumes and revenues with Direct Energy

BSG WIRELESS AND
THIRD PARTY 
VERIFICATION (“TPV”)
OPERATIONAL
HIGHLIGHTS

7



It is not the Directors’ current intention that the Company will pay an additional dividend for the financial year ended December 31, 2018.  The 
declaration and payment by the Company of any future dividends and the amount of any such dividends will depend upon the Company’s 
results, financial condition, future prospects, profits being available for distribution, limitations under any financing arrangements and any 
other factors deemed by the Directors to be relevant at the time, subject always to the requirements of the Companies Act 1981 of Bermuda.

DIVIDEND POLICY

EXECUTIVE & 
NON-EXECUTIVE 
DIRECTORS &
DIVIDEND POLICY

Norman M. Phipps joined BSG as CFO in 2003 and was named CEO in 2012.  He brings nearly 30 years of executive experience to the company. 
Prior to joining BSG, Mr. Phipps was affiliated with Avery Communications, Inc., one of four predecessor companies that joined together in 
December 2003 to form Billing Services Group.  Mr. Phipps’ prior experience includes executive management and operational positions at a 
communications equipment manufacturer in which Mr. Phipps sold a controlling interest to a NYSE-listed company in 2000.  Mr. Phipps has 
also run a private investment fund and served in management positions at CIBC World Markets and Citicorp, where he was responsible for 
investment banking activities and lending or investing at all levels of the capital structure in leveraged credits.  Mr. Phipps became an Executive 
Director effective May 31, 2012. 

NORMAN M. PHIPPS
Executive Director

Denham H. N. Eke is the Managing Director of Burnbrae Group Limited, a private international asset management company. Mr. Eke began his 
career in stockbroking with Sheppards & Chase before moving into corporate planning for Hogg Robinson plc, a major multinational insurance 
broker.  He is a director of many years’ standing of both public and private companies involved in the financial services, property, mining, and 
manufacturing sectors.  He is Chairman of Webis Holdings PLC, Chief Executive Officer of Manx Financial Group PLC, and Chief Finance Officer 
of Port Erin Biopharma Investments Limited - all quoted on the London AIM market. 

Jason R. Wolff is the President of Frontier Radio Management, a private investment vehicle which he established in order to make value-
oriented investments. Frontier and its affiliates currently own and operate fourteen radio stations in California, Arizona and Hawaii as well 
as television stations in Arizona, California, Idaho, Louisiana and Mississippi. Prior to founding Frontier, Mr. Wolff spent nearly ten years as 
a direct investor, working for traditional private equity funds, hedge funds and private family investment groups. Most recently Mr. Wolff 
was based in London as a partner and director of an $800 million private equity fund which was focused on the communications and media 
sectors. Previously Mr. Wolff was an investment analyst at The Baupost Group, where he was responsible for a broad range of liquid and 
illiquid investments.

DENHAM H. N. EKE

JASON R. WOLFF

Non-Executive Director

Non-Executive Director
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The remuneration of the Executive Director is determined by the Remuneration Committee which consists of two Non-Executive Directors. 
The role of the Committee is to review the scale and structure of the remuneration of the Executive Director and other senior executives.

REMUNERATION POLICY

The objectives of the remuneration policy are to ensure that the salaries and incentives are aligned with the performance of the Company 
and the interests of shareholders and to enable the company to attract, retain and motivate the Executive Director, senior executives and 
employees of the highest caliber.  In framing the remuneration policy, full consideration has been given to the UK Corporate Governance 
Code.

DIRECTORS’ REMUNERATION

The normal remuneration arrangements for the Executive Director and senior executives consist of base salary, annual performance-related 
bonuses and non-qualified share options.  In addition, they receive private medical insurance and contributions to a 401(k) plan at the 
Company’s discretion.

No Director is involved in deciding his own remuneration.  The remuneration of the Non-Executive Directors is determined by the Board.  In 
2018, our Co-Chairmen each received $72,000 calculated on a full year of service.  All Directors have service contracts and our CEO/CFO has 
an employment agreement.

AUDITABLE INFORMATION

Executive Director remuneration for the year ended December 31, 2018 was as follows:

REPORT ON
DIRECTORS’ REMUNERATION

Norman M. Phipps

2017

Total

2018

Total

$593,424$584,970

2018

401(k)

2018 Medical 

Insurance

2018

Bonus

2018

Salary

$13,750$23,220$48,000$500,000

Norman M. Phipps

Options

at

31-Dec-18

Exercised

in

2018

Issued 

in

2018

–––

Cancelled/

Forfeited in 

2018

Options

at

01-Jan-18

2,000,0002,000,000

Share Option Plan
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CORPORATE
GOVERNANCE STATEMENT

In September 2018, the Company adopted the principles of the QCA Code in line with the requirements of the AIM Rules. Please see: 
https://www.bsgclearing.com/images/uploads/Statement_of_Compliance_with_the_QCA_CGC_09_26_18.pdf

The Board met for regular business three times during the period under review.  In addition, further meetings are held if circumstances 
require. The Board has agreed to a schedule of items that are specifically reserved for its consideration, which is reviewed on an annual basis.  
The schedule includes setting and monitoring strategy, reviewing trading performance, guiding business development, examining acquisition 
possibilities and approving reports to shareholders.  In addition, the Board approves the annual budget and any budget updates.  Procedures 
are established to ensure that appropriate information is communicated to the Board in a timely manner to enable it to fulfill its duties.

Details of the Directors are set out on page 8.  At December 31, 2018, the Board was comprised of one Executive and two Non-Executive 
Directors. The Board has separate roles for Co-Chairmen and Chief Executive. 

The Board has established an Audit Committee, which in 2018 included Denham H. N. Eke and Jason R. Wolff (Co-Chairmen).  The Audit 
Committee meets at least two times a year.  It is responsible for meeting the auditors, reviewing the annual report and accounts and the interim 
results before their submission to the Board, ensuring that the financial performance of the Company is properly reported on and monitored, 
reviewing the recommendations of the auditors on accounting policies, internal control and other findings and making recommendations to 
the Board on the scope of the audit and the appointment of the auditors.  The Audit Committee met three times during the period of review, 
with all meetings being fully attended.

The Board has established a Remuneration Committee, which in 2018 consisted of Denham H. N. Eke and Jason R. Wolff (Co-Chairmen). 
The Remuneration Committee meets as necessary to assess the performance of the Executive Director and senior executives and to review 
the scale and structure of their remuneration, having due regard to the interests of the shareholders.  The Committee also approves any 
performance-based Company incentive plans and the granting of share options.  The Remuneration Committee met once during the period 
of review, with full attendance.

The Board established a Nomination Committee, which in 2018 consisted of Denham H. N. Eke and Jason R. Wolff (Co-Chairmen).  The 
Nomination Committee meets when necessary to consider and make recommendations to the Board concerning the composition of the 
Board, including proposed appointees to the Board and whether to fill any vacancies that may arise or to change the number of Board 
members.  The Nomination Committee is chaired by the Co-Chairmen except when it is dealing with the appointment of a successor to the 
Chairmanship of the Company.  The Nomination Committee did not meet during the period of review.

From time to time, the Board establishes special committees to address particular business issues.  Such committees are not intended to be 
permanent.

COMMUNICATION WITH SHAREHOLDERS

The Board encourages regular dialogue with shareholders.  All shareholders will be invited to the AGM at which Directors will be available 
for questions.  The notice of AGM will be sent to all shareholders at least 20 working days before the meeting.  Other information about the 
Company is available on the Company’s website at www.bsgclearing.com.

INTERNAL CONTROL

The Directors are responsible for the Company’s system of internal control and for reviewing its effectiveness.  However, such a system 
is designed to manage rather than eliminate the risk of failure to achieve business objectives, and it can only provide the Directors with 
reasonable and not absolute assurance against material misstatement or loss.
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The Board recognizes the importance of both financial and non-financial controls and has reviewed the Company’s control environment, 
including the Company’s Type 2 Service Organization Control 1 Reports and any related shortfalls during the period.  Specific controls are 
subject to regular review as the Company implements new systems and practices.  The Company seeks to continuously assess the risks 
to which it is exposed and to take appropriate steps to mitigate or eliminate those risks wherever possible.  The independent auditors’ 
responsibilities are to express an opinion on the financial statements.  The independent auditors are not engaged to perform an audit of 
the Company’s internal control over financial reporting.  Their audits include consideration of internal control over financial reporting as a 
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company’s internal control.  They report their findings to the Audit Committee and the Board.  No weaknesses in internal 
controls have resulted in any material losses, contingencies or uncertainty which would require disclosure as recommended by the guidance 
for Directors on reporting on internal controls.

RISK APPETITE 

The exposure to risk is an intrinsic part of owning and operating a business. Risk and risk appetite for any organization can vary over time 
depending on the nature of the business, strategic priorities and the stages of business cycles. Overall responsibility for overseeing risk 
management lies with the Board. The Board recognizes that rigorous safeguards and a sound risk management process are required to 
identify, assess and mitigate risk. 

Risk is managed in a coordinated manner through top-down and bottom-up processes. From a top-down perspective, the Board focuses on 
strategic objectives and priorities, with due consideration to inherent risks. From a bottom-up perspective, management oversees the design 
and implementation of wide-ranging internal controls tailored to address and mitigate risks inherent in financial, operational, technology, legal 
and human resource activities. Risk identification, assessment and implementation of relevant internal controls are central to the Company’s 
culture, ensuring that the bottom-up risk management process has a practical impact on the success of the organization. 

The Board regularly assesses strategic objectives and priorities and their impact on the risks and risk appetite of the Company. The Audit 
Committee of the Board seeks regular input from the Company’s independent auditor with respect to identified deficiencies in internal 
controls. To the extent the Board has any concerns about risk management, it conveys those concerns to the Chief Executive Officer who is 
responsible to implement appropriate remedial action.

HEALTH AND SAFETY

It is the objective of the Company to ensure the health and safety of its employees and of any other persons who could be affected by its 
operations.  It is the Company’s policy to provide working environments which are safe and without risk to health and provide information, 
instruction, training and supervision to ensure the health and safety of its employees.

INVESTMENT APPRAISAL

The Board approves proposals for the acquisition of new businesses.

CORPORATE
GOVERNANCE STATEMENT
(Continued)
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The Directors are responsible for preparing the Annual Report in accordance with applicable law and generally accepted accounting principles 
(“GAAP”) in the United States.  In preparing those financial statements, the Directors are required to:

•	 select suitable accounting policies and apply them consistently;
•	 make judgments and estimates that are responsible and prudent;
•	 state whether the financial statements comply with GAAP in the United States; and
•	 prepare the financial statements on a going concern basis.

The Directors confirm that they have complied with the above requirements in preparing the financial statements.

STATEMENT OF DIRECTORS’
RESPONSIBILITIES IN RESPECT
OF THE ANNUAL REPORT
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REPORT OF INDEPENDENT AUDITORS

Independent Auditor’s Report
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Weaver and Tidwell, L.L.P.
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