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DISCLAIMER

If you want to read this document, you do so on the basis that you accept all of the terms and conditions in this disclaimer. If you don't like these terms and 

conditions we respect your view, but we have to comply with the laws on financial services licensing.

Wholesale clients only

VGI Partners Pty Limited (ABN 33 129 188 450) (VGI Partners) is the holder of an Australian Financial Services Licence (No. 321789).  Under the terms of VGI 

Partners' AFS Licence, VGI Partners is permitted to provide financial product advice for securities to wholesale clients (as that term is defined by section 761G of 

the Corporations Act 2001 (Cth) (Corporations Act)) only.  This document is not available to retail clients (as that term is defined by section 761G of the 

Corporations Act).  By accessing a copy of this document, you confirm to VGI Partners that you are a wholesale client, or you are accessing this document solely 

in your capacity as an employee, officer or agent of a wholesale client. This document is intended only for the wholesale client to whom it has been delivered.

No personal advice

The information contained in this document is general advice (as that term is defined by section 766B of the Corporations Act). That is, the information contained 

in this document has not been prepared in consideration of any specific person's objectives, financial situation or needs.  That is the case even if you are one of 

our existing wholesale clients.  Further, no information in this document should be construed as recommending or suggesting an investment strategy for any 

person. Any reader of this document should: (a) critically consider the information contained in this document and do their own research and due diligence before 

making any investment decision regarding securities discussed in this document; and (b) seek their own independent legal, financial, taxation or other 

professional advice in respect of any investment decision regarding any securities discussed in this document.

Short position

VGI Partners holds a SHORT position in Corporate Travel Management Limited (Corporate Travel). This means that VGI Partners will likely make significant 

gains if the price of Corporate Travel shares decreases, including as a result of or following the release of this document. As such, this document and the 

information contained in it is inherently biased towards VGI Partners' short position in Corporate Travel.  Any reader of this document should bear this inherent 

bias in mind when critically considering the information contained in this document. No statement or inference of profitabili ty or performance related to the position 

in Corporate Travel is intended. The position in Corporate Travel does not represent all of the positions that VGI Partners has established or recommended for its 

clients within any time period stated herein. Readers of this document should not assume that the position in Corporate Travel was or will be profitable.  VGI 

Partners’ views or intended actions with respect to the position in Corporate Travel are subject to change without notice. Th is document contains no 

recommendation to buy or sell any specific investment and should not be considered investment advice or an investment research report of any kind. Past 

performance is not indicative of future investment results.
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DISCLAIMER

This document based on opinions and estimates

This document has been prepared solely by VGI Partners.  This document contains statements of opinion by VGI Partners and estimates made by VGI Partners 

comprising generally available information or deductions, conclusions or inferences made or drawn from such information – sometimes but not always these 

opinions are signified in this document by the phrase ‘VGI Partners analysis' or a similar phrase.  All opinions and estimates in this document are made in good 

faith, but (as they are just opinions or estimates) there is always a chance that they are wrong.  Opinions or estimates in this document may be different from 

opinions or estimates presented by VGI Partners in other contexts.  This may be the result of differing time horizons, methodologies, contexts or other factors, 

including because we simply chose to do so.

Completeness and accuracy of information

The information contained in this document is in summary form and does not purport to be complete. Except as required by law, VGI Partners and its officers, 

directors, employees and advisers and any person named in this document or involved in the preparation of this document do not represent or warrant the 

fairness, accuracy, completeness, reliability or correctness of the information, opinions or conclusions in this document, or the reasonableness of any 

assumptions in this document, and accept no liability in that regard.

Forward-looking statements

This document may contain forward-looking statements.  Because VGI Partners cannot predict the future with accuracy, those forward-looking statements involve 

risks and uncertainties, mainly that they might not come true. VGI Partners has based any forward-looking statements on its current expectations and projections 

about future events based on information currently available to it, but VGI Partners might end up being wrong and actual results may vary in a materially positive 

or negative manner.  Those forward-looking statements may end up being wrong for reasons outside VGI Partners’ control.  As such, recipients are cautioned not 

to place any reliance on these forward-looking statements.  VGI Partners and its officers, directors, employees or advisers and any person named in this 

document or involved in the preparation of this document do not represent or warrant the accuracy or likelihood of fulfilment of any forward-looking statement, or 

any events or results expressed or implied in any forward-looking statement, and accept no liability if a forward-looking statement does not come true. 

No obligation to update information 

The information in this document reflects views held only at the date of this document.  Unless stated otherwise, all information is based on information available 

as at the date of this document.  Subject to any continuing obligations at law, VGI Partners and its officers, directors, employees or advisers and any person 

named in this document or involved in the preparation of this document disclaim any obligation or undertaking to distribute after the date of this document any 

updates or revisions to any information in this document.  VGI Partners and its officers, directors, employees or advisers and any person named in this document 

or involved in the preparation of this document do not represent or warrant that the information in this document is up to date and accept no liability if it is not.
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DISCLAIMER

Document is to be read in its entirety

You should read this document in its entirety and should only reach any conclusions on the information contained in this document after you have read this 

document in its entirety.  Each section should be read in the context of the entire document, and no section, paragraph, sentence or phrase is intended to stand 

alone or to be interpreted in isolation without reference to the rest of the document. Headings contained in this document are for reference purposes only.

Sources

This document may be based on or contain information which is based on publicly available information or other named publicly available sources of information.  

To the extent this document is based on or contains information emanating from other sources other than VGI Partners, VGI Partners and its officers, directors, 

employees or advisers and any person named in this document or involved in the preparation of this document do not guarantee the fairness, accuracy, 

completeness, reliability or correctness of such information or the reasonableness of any assumptions based on that information, and accept no liability in that 

regard.

Charts, diagrams and photographs

Any diagrams, charts, graphs or tables appearing in this document are illustrative only and may not be drawn to scale. Any discrepancies in any chart, graph or 

table between totals and sums of amounts presented or listed therein or to previously published financial figures are due to rounding.  Photographs used in this 

document are for illustration only and should not be interpreted to mean that any person shown in them endorses this document or its contents.

No liability

It is the sole responsibility of the recipient to consider the risks connected with any information contained in this document. VGI Partners and its officers, directors, 

employees or advisers and any person named in this document or involved in the preparation of this document do not accept any liability for any loss or damage 

arising directly or indirectly from the use of all or any part of this document. 

Distribution 

This document and the information contained in it may not be reproduced, disseminated, quoted or referred to, in whole or in part, without the express prior 

consent of VGI Partners. 

Governing law

By accessing this document you agree: (a) that any dispute arising from your use of this document or viewing the information contained in this document shall be 

governed by the laws of New South Wales, Australia; and (b) to submit to the exclusive jurisdiction of the Courts of New South Wales, Australia.

Date of document

This document is dated 28 October 2018.
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VGI Partners is short Corporate Travel Management

▪ VGI Partners holds a SHORT position in Corporate Travel Management Limited 

(Corporate Travel) 

▪ Our analysis of Corporate Travel has led to the identification of 20 red flags1. Some of 

these, viewed in isolation, may be of no concern and others may be individually 

explainable. However we believe in aggregate they paint a troubling picture

▪ We are positioned to realise gains on our investment in the event that Corporate 

Travel’s share price falls. As such, we have a vested interest in Corporate Travel’s 

share price declining over time

¹ We define a red flag as a potential indicator of a problem with the quality of a business or the sustainability of its financial performance 
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Introduction

Introduction to Corporate Travel
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What is Corporate Travel Management?

▪ Corporate Travel was founded in Brisbane in 1994 as a travel management solutions company 

▪ Corporate Travel now operates in Australia, New Zealand, North America, Asia, and Europe

▪ Corporate Travel has been listed on the ASX since 2010

▪ Corporate Travel’s core business is the provision of corporate travel management services on a fee 

for service basis. The following services are provided:

– Business travel advice and services

– Bookings

– Ticketing

– Travel management data, diagnostics and recommendations

– Ancillary services

Strictly Private & Confidential – VGI Partners Proprietary Research
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What is Corporate Travel Management?

Share Price: A$27.64

Market Capitalisation: A$3.0bn

Listed: Australian Securities Exchange (ASX)

FY18 Reported Total Transaction Value (TTV)1: A$5.0bn (over A$6.0bn run rate)

FY18 Reported Sales: A$372m

FY18 Reported EBITDA: A$125m

Reported Full-time Equivalent Staff: 2,750

Reported Countries: Over 70

Short Interest: 4.9% of float

One Year Share Price Return: +16%

Five Year Share Price Return: +452%

Source: Corporate Travel Management, Bloomberg (26 October 2018)
1 Total Transaction Value or TTV refers to the total amount of client spending through Corporate Travel’s platform
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What is Corporate Travel Management?

▪ By reported Total Transaction Value, Corporate Travel is the eleventh largest travel booking business 

and seventh largest corporate travel specialist in the world

Company 2017 TTV (US$ billion) Ownership
Business Travel as a 

Percentage of Total

Expedia 88 NASDAQ listed 5%

Booking Holdings 82 NASDAQ listed

American Express Global 

Business Travel
33

50% American Express, 50% 

private equity
100%

BCD Travel 26 Privately owned 100%

Carlson Wagonlit Travel 23 Privately owned 100%

Flight Centre 16 ASX listed 35% 

HRG 15
Acquired by American Express 

GBT in 2018
100%

Travel Leaders Group 7 Private equity 50%

American Express Travel 6 American Express

Direct Travel 5 Privately owned 87%

Corporate Travel Management 4 ASX listed Circa 100%

Fareportal 4 Privately owned 8%

Source: Travel Weekly 2018 Power List (25 October 2018), Corporate Travel Management & VGI Partners estimates and analysis

Strictly Private & Confidential – VGI Partners Proprietary Research



10

Corporate Travel’s presentations show that it has offices all over the world

Source: Corporate Travel Management Presentation dated 22 August 2018

From Corporate Travel’s latest Presentation:
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Corporate Travel’s reported revenue has grown 13x since FY09 and 

238% since FY14

Source: Corporate Travel Management & VGI Partners analysis

Note: We exclude interest revenue as we believe this is a non-operating item. Corporate Travel includes interest income within their revenue line
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Corporate Travel’s reported EBITDA has grown 58x since FY09 and 

361% since FY14

Source: Corporate Travel Management & VGI Partners analysis
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Corporate Travel expects the growth to continue

Source: Corporate Travel Management FY18 Presentation, 22 August 2018
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Share price consistent with the growth story

▪ Corporate Travel’s share price has increased from $1.00 at IPO in 2010 to $27.64 today – a

3,503% total return over almost eight years with dividends reinvested

Source: Bloomberg (26 October 2018)
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Valuation metrics consistent with the growth story

▪ Corporate Travel’s valuation multiples are well above peers¹

Source: Bloomberg (26 October 2018)

¹Peer set includes competitor travel agency businesses with corporate travel activity and for which financial and valuation data is available

Strictly Private & Confidential – VGI Partners Proprietary Research

Corporate 

Travel

Flight 

Centre

Helloworld 

Travel
Expedia Inc.

EV/Revenue (FY19) 6.6x 1.1x 1.4x 1.7x

EV/EBITDA (FY19) 19.9x 6.6x 6.3x 9.9x

P/E (FY19) 28.6x 15.8x 15.7x 18.9x
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Is Corporate Travel the next FAANG stock?

▪ Corporate Travel’s reported performance exceeds some of the most successful businesses in the

world over the past five years

Source: Corporate Travel Management, Bloomberg (26 October 2018) & VGI Partners analysis

Note: FY18 revenue and EBITDA for Netflix, Inc., Amazon.com, Inc., Apple Inc., Facebook, Inc. and Alphabet Inc. based upon Bloomberg consensus as at 26 October 2018

Total Shareholder return calculated from 25 October 2013 using Bloomberg, assuming dividends reinvested
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Revenue growth EBITDA growth Total Shareholder Return

FY13 to FY18 FY13 to FY18 Past Five Years

Corporate Travel 5x 7x 513%

Netflix, Inc. 4x 7x 568%

Amazon.com, Inc. 3x 8x 390%

Apple Inc. 2x 1x 221%

Facebook, Inc. 7x 9x 191%

Alphabet Inc. (i.e. Google) 2x 3x 117%
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Red flags

Corporate Travel Red Flags
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Red flags 

▪ Whenever VGI Partners reviews a potential investment, we are on the lookout for what we believe

are “Red Flags” that may be consistent with a structurally flawed business, a fad or accounting

irregularities

▪ The next 155 pages provide an overview of what we consider to be 20 Red Flags that we identified

in the course of our analysis of Corporate Travel

Strictly Private & Confidential – VGI Partners Proprietary Research
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Red flags 

Supernormal profitability

Growth through acquisitions

Acquisition cash outflows that fail to

reconcile

Lowered goodwill discount rates

Very little interest income

Low client cash balances

Significant changes to revenue

recognition policy

Growing receivables

Large balance sheet that provides

meaningful discretion
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Declining 2H18 cash flows

Negative share-based payment reserve

Inadequate and misleading franking

disclosures

Capitalising expenses

Questionable technology claims

Global office footprint overstated

Long-serving auditor

Retirement of Chairman with no replacement

Long-standing CEO and CFO

High turnover in North America CEO role

Management share sales
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Red flag #1

Supernormal profitability
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32%

13%
15%

13%

11%

-
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35%

Corporate Travel Flight Centre Helloworld Travel Hogg Robinson Group plc Expedia Inc.

FY18 EBIT Margin

Corporate Travel’s margins are way above global peers¹

Source: Corporate Travel Management, Flight Centre, Helloworld Travel, Bloomberg (26 October 2018) & VGI Partners analysis

Note: FY18 EBIT margins for Hogg Robinson Group plc & Expedia Inc. are Bloomberg consensus estimates as at 26 October 2018

¹Peer set includes competitor travel agency businesses with corporate travel activity and for which financial data is available
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Red flag #2

Corporate Travel has purchased 

growth through acquisitions

Strictly Private & Confidential – VGI Partners Proprietary Research
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▪ Corporate Travel has completed 20 acquisitions over the past decade at a cost of circa A$527m. 

This makes it very difficult to determine the underlying growth and economics of the business

Corporate Travel has purchased growth through acquisitions

Source: Corporate Travel Management & VGI Partners analysis

Business Acquired Acquisition Date Acquisition Consideration

WA Travel 1 Jul 2008 $0.2 m

Sainten 1 Jul 2008 $3.1 m

Floron 1 Jul 2008 $2.9 m

TravelCorp (AU) 3 Jan 2011 $16.8 m

NZ Business 3 Oct 2011 $0.7 m

ETM 3 Oct 2011 $12.6 m

R&A Travel 2 Jul 2012 $9.3 m

Boulder 1 Dec 2012 $0.4 m

TravelCorp (US) 1 May 2013 $19.2 m

Westminster Travel 29 Jan 2014 $48.9 m

USTravel LLC 1 Jul 2014 $9.0 m

Forestieri 1 Sep 2014 $9.5 m

Chambers 2 Jan 2015 $73.4 m

Diplomat 2 Jan 2015 $12.6 m

Montrose 1 Jan 2016 $89.2 m

Travizon 1 Jul 2016 $54.5 m

Redfern 1 Feb 2017 $87.4 m

Andrew Jones 1 Feb 2017 $5.8 m

Platinum Travel 1 Jul 2018 $8.5 m

Lotus Travel 2 Oct 2018 $62.9 m

Total $526.9 m
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Corporate Travel has purchased growth through acquisitions

▪ Corporate Travel’s annual acquisition spend has increased over time

Source: Corporate Travel Management & VGI Partners analysis
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Corporate Travel has purchased growth through acquisitions

▪ Corporate Travel’s share count has increased significantly over time in order to fund these 

acquisitions

Source: Corporate Travel Management & VGI Partners analysis
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Corporate Travel has purchased growth through acquisitions

▪ The goodwill amount recorded on Corporate Travel’s balance sheet has increased materially over 

time due to acquisitions. Goodwill accounted for 51% of the assets on Corporate Travel’s balance 

sheet at 30 June 2018

Source: Corporate Travel Management & VGI Partners analysis
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Corporate Travel has purchased growth through acquisitions

▪ With the exception of FY18, Corporate Travel’s Free Cash Flow to Equity (FCFE) has been 

consistently negative after taking into account acquisition spending

Source: Corporate Travel Management & VGI Partners analysis

FCFE After Acquisitions calculated by deducting net capex and total consideration for acquisitions from operating cash flow
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Corporate Travel has purchased growth through acquisitions

▪ Corporate Travel has acquired $136m of receivables over the past decade

▪ Acquired receivables boost Corporate Travel’s operating cash flow. When Corporate Travel buys 

these receivables as part of an acquisition, the cash cost is included within Investing Cash Flows. 

When the cash is collected, it is counted as Operating Cash Flow

Year ended 30 June (AUD$m) FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 TOTAL

Acquired receivables 2 - 3 2 1 57 16 13 41 - 136

Operating cash flow 3 3 12 7 16 12 24 70 69 94 312

Source: Corporate Travel Management & VGI Partners analysis
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Red flag #3

Acquisition cash outflows that 

fail to reconcile

Strictly Private & Confidential – VGI Partners Proprietary Research



30

Acquisition cash outflows – paying more than disclosed

▪ During FY17 and FY18, Corporate Travel appears to have paid out $7.8m more for acquisitions

than reported in its business combination footnotes. Where is this extra cash going?

Strictly Private & Confidential – VGI Partners Proprietary Research

Year ended 30 June (AUD$m) FY14 FY15 FY16 FY17 FY18 Total

Cash outflow for acquisitions (Cash Flow Statement) 25.2 42.5 27.0 69.4 3.7 167.8

Cash outflow for acquisitions (Footnotes) 25.2 42.5 27.0 65.3 - 160.0

Difference - - - 4.1 3.7 7.8
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Red flag #4

Lowered goodwill 

discount rates

Strictly Private & Confidential – VGI Partners Proprietary Research
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Discount rate utilised in valuation of goodwill lowered in FY18

▪ Corporate Travel materially lowered the pre-tax discount rates used for impairment testing of

goodwill in FY18

Source: Corporate Travel Management FY18 Annual Report, 28 September 2018
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Discount rate utilised in valuation of goodwill lowered in FY18

Why would Corporate Travel lower these discount rates 

when global interest rates are rising? 

Does this draw into question the value accretion from 

Corporate Travel’s growing acquisition spending?

In general, reducing discount rates provides a larger 

valuation for an acquired business, and therefore a larger 

buffer before a write-down of goodwill is required. 
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Discount rate utilised in valuation of goodwill lowered in FY18

▪ In particular, we think that Corporate Travel’s North America segment is vulnerable to a potential

write-down. The North America revenue growth rate assumption only needs to fall to 0.9% to

indicate an impairment, even at the reduced discount rate. North America revenue grew 0.2% in

FY18

Source: Corporate Travel Management FY18 Annual Report, 28 September 2018
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Red flag #5

Very little interest income

Strictly Private & Confidential – VGI Partners Proprietary Research
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Very little interest income

▪ Corporate Travel reported a cash balance of $82m at 30 June 2018, which has grown rapidly

▪ However Corporate Travel earns surprisingly little interest income on its cash

▪ Low interest income is a red flag that the company may actually hold very little cash during the

year, despite the financial accounts showing strong cash for the balance sheet date

Source: Corporate Travel Management & VGI Partners analysis

*Average cash and cash equivalents calculated as the average between the beginning and ending balance for each year

Corporate Travel

Year ended 30 June (AUD$m) FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Average cash and cash equivalents* 9 14 13 23 36 61 80 82

Interest income (accrual) 0.3 0.3 0.2 0.3 0.1 0.2 0.2 0.1

Implied average annual return (accrual) 3.6% 2.0% 1.6% 1.1% 0.3% 0.3% 0.2% 0.2%

Interest income (cash) 0.1 0.3 0.2 0.3 0.1 0.2 0.2 0.1

Implied average annual return (cash) 1.6% 2.0% 1.6% 1.1% 0.3% 0.3% 0.2% 0.2%

Strictly Private & Confidential – VGI Partners Proprietary Research
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Very little interest income

▪ Accounts of comparable companies suggest that Corporate Travel’s interest income is an outlier

▪ Flight Centre is a roughly similar business providing travel retailing services for the leisure and

corporate sectors

▪ In contrast to Corporate Travel, Flight Centre reports a very normal ~2.0% interest rate on its cash

balances

Source: Flight Centre & VGI Partners analysis

*Average cash and cash equivalents calculated as the average between the beginning and ending balance for each year

Flight Centre

Year ended 30 June (AUD$m) FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Average cash and cash equivalents* 897 961 1,130 1,244 1,320 1,347 1,299 1,277

Interest income (accrual) 40.1 40.3 35.3 32.2 29.5 25.8 26.8 25.3

Implied average annual return (accrual) 4.5% 4.2% 3.1% 2.6% 2.2% 1.9% 2.1% 2.0%

Interest income (cash) 39.7 37.5 39.5 32.3 29.4 27.0 24.6 21.2

Implied average annual return (cash) 4.4% 3.9% 3.5% 2.6% 2.2% 2.0% 1.9% 1.7%
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Very little interest income

▪ Helloworld Travel is also a similar business which sells leisure and corporate travel services

▪ It reports a ~1.5% interest rate on its cash balances

Source: Helloworld Travel & VGI Partners analysis

*Average cash and cash equivalents calculated as the average between the beginning and ending balance for each year

Strictly Private & Confidential – VGI Partners Proprietary Research

Helloworld Travel

Year ended 30 June (AUD$m) FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Average cash and cash equivalents* 154 219 226 210 180 189 200 201

Interest income (accrual) 6.8 8.1 6.1 5.1 4.4 3.6 2.6 3.1

Implied average annual return (accrual) 4.4% 3.7% 2.7% 2.4% 2.4% 1.9% 1.3% 1.5%

Interest income (cash) 6.8 8.1 6.1 5.1 4.4 3.6 2.6 3.1

Implied average annual return (cash) 4.4% 3.7% 2.7% 2.4% 2.4% 1.9% 1.3% 1.5%
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Very little interest income

▪ On the FY18 earnings call, Corporate Travel failed to answer a simple question around why its

interest income is so low

Source: Corporate Travel Management FY18 Transcript (Bloomberg), 22 August 2018

Analyst

“Could you maybe give a sense of why that cash was low interest rate, is it because it is parked in an offshore location 

or is it some sort of a cash cycle to the business has?”

Jamie Pherous, Managing Director & Founder

“Yes, just to get your question right, it's about the cash cycle and where we've got cash. So, firstly it's when we pay. 

So, for example, if we had to pay the airlines, I don't know in the last day of the month, we're holding no cash and in 

the next period we paid three days before the end of the month, we've got three days different in cash. It's not really a 

big deal except for probably Asia. So, that's the timing movement and we try to reconcile that back for you.

As it turns out this period, it is hardly really any movement other than a bit of rail stuff. So, that's why it's around the 

same. In terms of how we move cash around, typically what we've done, we use -- again we've got a natural hedge 

because we earn profits in region and any short-term cash flow or short-term debt for earn-out is in region. So, for 

example, we are using US dollars to pay US earn-outs and pounds to pay UK earn-outs and usually we use the 

Australian profit for a dividend.

So, outside of that, there is only a small percentage of our money actually moving around. So, the FX really is an 

accounting translation as opposed to real FX number. Does that answer your question?”
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Very little interest income

▪ Responding to a follow up question, Corporate Travel said that it couldn’t answer on the phone

why its interest income is so low

▪ Why couldn’t Corporate Travel answer a simple question on

why its interest income is so low?

Analyst

“Just in terms of the interest rate on the cash, just what 0.1% of the cash balance. So –”

Jamie Pherous, Managing Director & Founder

“I have to come back on that, I couldn't answer that one on the phone, sorry, but I mean we're doing -- we've got US 

denominated debt at US interest rates. So, we're using local interest rates for all our debt rather than Australian which 

is a good thing.”

Source: Corporate Travel Management FY18 Transcript (Bloomberg), 22 August 2018
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Very little interest income

▪ Based on Corporate Travel’s FY18 interest income of $131k and assuming a 2.0% interest rate

(the same as Flight Centre), we estimate an average cash balance closer to $6.6m

▪ This is $75.2m below the average level of cash calculated from Corporate Travel’s balance sheet,

and is at odds with the reported scale of Corporate Travel’s business

Source: Corporate Travel Management & VGI Partners analysis

FY18 reported interest income $131k

Assumed interest rate 2.0%

Estimated average FY18 cash balance ($131k ÷ 2%) $6.6m

Reported beginning FY18 cash balance $79.2m

Reported ending FY18 cash balance $84.3m

Average FY18 cash balance $81.8m

Difference from reported cash ($) ($75.2m)
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Very little interest income

▪ Corporate Travel’s Financing Cash Flows show that it has borrowed meaningful amounts of

money during each year since FY13

▪ However prior to balance sheet date each year, Corporate Travel has repaid a very similar amount

▪ This results in a lower debt balance for the balance sheet date

Source: Corporate Travel Management & VGI Partners analysis

Note: Repayment of borrowings is shown as a positive number, despite being a cash outflow for Corporate Travel
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Red flag #6

Low client cash balances
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Why are client cash balances so low?

▪ Corporate Travel holds cash on behalf of clients in the normal course of business

▪ Interestingly, Corporate Travel’s cash in client accounts has not grown since 30 June 2015, despite

huge reported growth in Total Transaction Value. We would expect Corporate Travel’s cash in client

accounts to scale with the business

▪ The amount of client cash also appears very low at 0.6% of Total Transaction Value

Source: Corporate Travel Management & VGI Partners analysis

Corporate Travel

Year ended 30 June (AUD$m) FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Group TTV 502 681 1,002 1,380 2,656 3,587 4,162 4,958

Growth % 42.7% 35.6% 47.1% 37.7% 92.4% 35.1% 16.0% 19.1%

Cash in Client Accounts 6 7 12 18 27 34 30 27

Growth % 237.9% 13.0% 88.0% 43.3% 51.6% 26.9%  (11.3%)  (9.1%)

% of Group TTV 1.1% 1.0% 1.2% 1.3% 1.0% 0.9% 0.7% 0.6%
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Why are client cash balances so low?

▪ In contrast, Flight Centre and Helloworld Travel report meaningful client cash balances compared

to Total Transaction Value, although this may be partially explained by their weighting towards

leisure travel

Source: Corporate Travel Management, Flight Centre, Helloworld Travel & VGI Partners analysis
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▪ Corporate Travel restated upwards the amount of client cash in its FY12 accounts – why? The

company provided minimal disclosure on this

Client cash restatement in FY12

Source: Corporate Travel Management FY12 Annual Report (17 September 2012) & FY11 Annual Report (30 September 2011)
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Red flag #7

Significant changes to 

revenue recognition policy
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First impressions suggest a strong organic growth story 

▪ Corporate Travel’s FY18 result was its first since FY10 not to benefit from a significant acquisition

▪ At first glance, it looked like a strong organic result

Source: Corporate Travel Management FY18 Presentation, 22 August 2018
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First impressions suggest a strong organic growth story 

▪ Management used the FY18 result to demonstrate to investors that the business does not need

acquisitions in order to grow

“As I said before, we don't need acquisitions. You can see the organic growth we are doing without 

acquisitions, it's not like they are needed.”

– CEO Jamie Pherous, FY18 Earnings Call Transcript, 22 August 2018

Source: Corporate Travel Management FY18 Transcript (Bloomberg), 22 August 2018
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First impressions can be misleading

But was the FY18 result as 

good as it appeared?

Let’s dig a little deeper…
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The organic growth story is actually less than clear

▪ Corporate Travel loosened its revenue recognition policy in FY18 to recognise revenue earlier

▪ From FY18, Corporate Travel began recognising revenue relating to Pay Direct Commissions

(“PDC’s”) upon “confirmed commissionable by supplier”, rather than simply upon receipt

Source: Corporate Travel Management & VGI Partners analysis

From the FY18

Annual Report:

From the FY17

Annual Report:
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More aggressive revenue recognition policy

▪ It’s unclear exactly when the revenue recognition policy change became effective. Notably,

Corporate Travel’s 1H18 Interim Report contained no mention of this accounting change

▪ In fact, the Interim Report said “The accounting policies adopted are consistent with those of the

previous financial year and corresponding interim period, except as set out in Note 13.”

▪ However the 1H18 Accounts stop at Note 12. There was no Note 13. How did

the auditor and Corporate Travel investors miss this?

Source: Corporate Travel Management 1H18 Interim Report, 20 February 2018
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More aggressive revenue recognition policy

What impact might this change have had on 

Corporate Travel’s FY18 result? We can’t be sure 

as Corporate Travel has not provided this 

information.

However if we go back to the 1H14 Interim Report, 

we see that Corporate Travel actually made an 

opposite change to revenue recognition…
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More aggressive revenue recognition policy

▪ Specifically, Corporate Travel stopped recognising Pay Direct Commissions (“PDC”) at the time

of booking, saying it was inappropriate because “it was not probable that revenue would flow

to CTM until the point of receipt”

▪ Corporate Travel has not explained what’s changed to justify flip-flopping on this issue

Source: Corporate Travel Management 1H14 Accounts (26 February 2014) & VGI Partners analysis

From the 1H14 Report:
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More aggressive revenue recognition policy

▪ From the 1H14 report we see that PDC revenue flows straight to bottom line – there are no

costs attached to this revenue

▪ PDC revenue was of sufficient scale that a change in recognition policy had a 50% impact on

EPS at the time of the 1H14 report. From the 1H14 Report:

Source: Corporate Travel Management 1H14 Accounts (26 February 2014) & VGI Partners analysis
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More aggressive revenue recognition policy

Changing the accounting treatment may have contributed very 

substantially to Corporate Travel’s FY18 profitability.

However Corporate Travel’s FY18 accounts contained no 

disclosure about the impact of the revenue recognition change –

there was no reconciliation of the sort provided in the 1H14 

example on the prior slide.

In the interests of transparency, Corporate Travel should provide 

the impact of the FY18 accounting change to investors.

Strictly Private & Confidential – VGI Partners Proprietary Research



57

Red flag #8

Growing receivables
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Growing receivables

▪ Corporate Travel’s outstanding receivables balance has grown rapidly since FY14

▪ How much of the increase in FY18 relates to the change in revenue recognition?

▪ Are all of these $252m of receivables collectible?

Source: Corporate Travel Management & VGI Partners analysis
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Growing receivables

▪ Interestingly, Corporate Travel’s revenue recognition change corresponded with a sharp fall in

cash receipts in FY18, suggesting to us that revenue recognition has become significantly more

aggressive

Source: Corporate Travel Management & VGI Partners analysis
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Red flag #9

Large balance sheet

provides meaningful discretion
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Large balance sheet items provide meaningful discretion over cash flows

▪ Corporate Travel reports large “Client Receivables” and “Client Payables” amounts on its

balance sheet

Source: Corporate Travel Management FY18 Annual Report, 28 September 2018
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Large balance sheet items provide meaningful discretion over cash flows

▪ The net movement in these items flows through Corporate Travel’s operating cash flows

▪ These balance sheet items are so large that they give the company meaningful discretion over the

cash flow figures reported to investors each period

▪ For instance, delaying client payables by just two days would improve Corporate Travel’s

operating cash flow by roughly $27m (29% of FY18 operating cash flow or 40% of 2H18 operating

cash flow)

Source: Corporate Travel Management & VGI Partners analysis

Year ended 30 June (AUD$m) FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Gross operating cashflow 5 12 10 23 17 34 84 92 120

Ending client receivables 3 4 11 10 69 101 130 158 202

Ending client payables 3 6 14 17 72 104 135 149 185

Strictly Private & Confidential – VGI Partners Proprietary Research



63

Red flag #10

Declining 2H18 cash flows
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Does operating cash flow reconcile with EBITDA?

▪ Corporate Travel emphasises that its “Underlying EBITDA” can be verified by a comparison to

cash flows

Source: Corporate Travel Management FY18 Presentation, 22 August 2018
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Does operating cash flow reconcile with EBITDA?

But let’s look a little more 

closely at the detail…
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Why did 2H18 cash flows decline so much?

▪ Corporate Travel’s 2H18 cash receipts from customers declined -9% YOY in 2H18

▪ This occurred in the first “clean” result (without a large recent acquisition) and is totally at odds with

claims that the business is delivering strong organic growth (+14% YOY reported revenue growth

in 2H18)

▪ This throws into question the quality of Corporate Travel’s reported revenue

Year ended 30 June (AUD$m) 1H14 2H14 1H15 2H15 1H16 2H16 1H17 2H17 1H18 2H18

Receipts from customers (incl. GST) 53 59 101 98 146 110 178 156 196 142

Payments to suppliers and employees (incl. GST) (44) (51) (72) (93) (95) (76) (124) (119) (156) (62)

Gross operating cash flow 9 8 29 5 51 33 54 38 40 80

YOY growth

Receipts from customers (incl. GST) 10% 52% 89% 67% 44% 12% 23% 43% 10% (9%)

Payments to suppliers and employees (incl. GST) 14% 93% 63% 84% 32% (18%) 31% 55% 25% (48%)

Gross operating cash flow (8%) (35%) 215% (40%) 75% 574% 7% 14% (26%) 111%

Source: Corporate Travel Management & VGI Partners analysis
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Why did 2H18 cash flows decline so much?

▪ Remarkably, Corporate Travel was able to show +111% growth in 2H18 gross operating cash flow

(the cash flow statement equivalent of EBITDA) due to a -48% YOY decline in cash payments

▪ How did cash payments decline so sharply in the half? 2H18 cash payments of $62m were the

lowest since 2H14, when Corporate Travel reported one-third of the revenues it does today

Source: Corporate Travel Management & VGI Partners analysis
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Employee benefits
75%

Occupancy
5%

IT & telecoms

13%

Travel  & entertainment
2%

Administrative & general
5%

Breakdown of Expenses

Why did 2H18 cash flows decline so much?

Source: Corporate Travel Management & VGI Partners analysis

Note: The above chart shows the breakdown of 2H18 income statement operating expenses, excluding depreciation and amortisation

▪ The decline in cash payments makes NO SENSE to us given that 75% of Corporate Travel’s

expense base is employee benefits, the payment of which is very unlikely to be delayed
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Why did 2H18 cash flows decline so much?

Source: Corporate Travel Management & VGI Partners analysis

Note: The above chart shows the breakdown of 2H18 income statement operating expenses, excluding depreciation and amortisation

▪ In total, Corporate Travel’s reported 2H18 accrual expenses were more than 2x its cash payments.

This is despite cash payments being grossed up for GST (GST isn’t included in accrual expenses)

▪ Corporate Travel’s 2H18 wage bill alone (A$96m per the income statement) exceeded the reported

2H18 cash payments to suppliers and employees of just A$62m
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Why did 2H18 cash flows decline so much?

▪ Corporate Travel’s payments to suppliers and employees received a A$34m benefit in FY18 from

growing payables and provisions

Source: Corporate Travel Management & VGI Partners analysis
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Red flag #11

Negative share-based 

payment reserve
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Negative share-based payment reserve

▪ Corporate Travel’s share-based payment reserve went negative at 30 June 2018. This is highly

unusual

Source: Corporate Travel Management FY18 Annual Report, 28 September 2018
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Negative share-based payment reserve

We do not see any reason why Corporate Travel’s 

share-based payment reserve should go negative – what is 

on the other side of this transaction?

Could Corporate Travel be under-recognising employee 

expenses in the P&L (we think this is possible if share-based 

payments are cash-settled)?
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Negative share-based payment reserve

▪ The $9.277m of share-based payment expenses in Note 12 does not correlate to the $2.168m in

Corporate Travel’s indirect operating cash flows (Note 9)

Source: Corporate Travel Management FY18 Annual Report, 28 September 2018

Note 12, FY18 Annual Report: Note 9, FY18 Annual Report:
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Red flag #12

Inadequate and misleading 

franking disclosures

Strictly Private & Confidential – VGI Partners Proprietary Research



76

Franking credit disclosures are inadequate

▪ Up until FY16, Corporate Travel’s disclosures on franking credits looked like this:

Source: Corporate Travel Management FY16 Annual Report, 23 September 2016
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Franking credit disclosures are inadequate

▪ However in the FY18 accounts, Corporate Travel’s disclosures on franking credits looked like this:

▪ We see it as a red flag when a company removes important disclosure. So we ask ourselves – why

would a company do this?

Source: Corporate Travel Management FY18 Annual Report, 28 September 2018
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Franking credit disclosures are inadequate

▪ VGI Partners’ analysis (see next page) shows that in our view Corporate Travel’s franking

disclosures in its FY17 and FY18 Annual Reports are factually misstated

▪ Contrary to the below note, the figures presented appear to be before adjusting for dividends

paid post balance sheet date, not after

▪ Why did the auditors not identify this?

Source: Corporate Travel Management FY18 Annual Report, 28 September 2018 & VGI Partners analysis
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Franking credit disclosures are inadequate

▪ VGI Partners’ analysis shows that the old form of disclosure, if set out correctly, would have

shown a negative franking credit balance in the FY17 Annual Report. Was the disclosure

changed in order to avoid revealing this?

▪ Note also that due to a de minimis franking credit balance, Corporate Travel have cut the franking

of their final FY18 dividend to just 50% (from 100% in earlier periods)

Year ended 30 June (AUD$m) FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Franking credit balance as at the end of the financial year 2.8 4.0 6.7 6.3 5.5 5.4 5.7

Plus: Franking credits that will arise from the income tax payable (1.4) 1.6 2.1 0.7 1.9 2.6 1.4

Franking credits available for future reporting periods 1.4 5.6 8.8 7.0 7.4 8.0 7.1 6.9 5.0

Less: The impact on the franking account of dividends proposed or declared (0.3) (1.5) (1.9) (2.2) (2.9) (4.2) (6.3) (8.2) (4.8)

Franking credits available for subsequent years 1.1 4.1 6.8 4.8 4.5 3.8 0.8 (1.3) 0.2

Source: Corporate Travel Management & VGI Partners analysis

Note: FY17 & FY18 impact of dividends proposed or declared has been estimated by VGI Partners, not provided by the company

¹Estimated by VGI Partners based on Corporate Travel disclosures
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Red flag #13

Capitalising expenses
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Corporate Travel is increasingly capitalising technology costs

▪ Increasingly, Corporate Travel is capitalising expenses relating to intangible assets (mostly

software)

▪ This had the effect of boosting Corporate Travel’s EBITDA by 9% in FY18 (compared to fully

expensing these costs), as well as boosting Operating Cash Flows

Source: Corporate Travel Management & VGI Partners analysis
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Red flag #14

Questionable technology claims
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Corporate Travel explains its success as a function of scale and superior 

technology

Jamie Pherous, Managing Director & Founder

“There are two key factors that drive our performance 

this year. Firstly, it's strong organic growth. We continued 

to win and retain business and win market share 

everywhere and those wins and retention levels are at 

historically high levels. And secondly, it's another year 

again of excellent translation of revenue into profit due to 

the benefits of our growing scale, our technology and our 

obsession with automation.”

– CEO Jamie Pherous, FY18 Earnings Call 

Transcript, 22 August 2018

Source: Bloomberg

Jamie Pherous, Managing Director & Founder

“As you can see, we'd had an excellent translation of 

revenue to EBITDA which is our key metric and as we 

flagged that would happen as we grew and that's a 

combination of modern technology frameworks, 

integrated automation and of course, the growing scale 

that we have.”

– CEO Jamie Pherous, FY17 Earnings Call 

Transcript, 21 August 2017

Jamie Pherous, Managing Director & Founder

“Technology, as we've said before, our SMART 

Technology is a cornerstone of why we're growing and 

winning business.”

– CEO Jamie Pherous, FY17 Earnings Call 

Transcript, 21 August 2017

Jamie Pherous, Managing Director & Founder

“We are building a lot of technology within for our clients 

and that coupled with very, very good service is why we 

are getting record values of new client wins.”

– CEO Jamie Pherous, 1H18 Earnings Call 

Transcript, 20 February 2018
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Corporate Travel explains its success as a function of scale and superior 

technology

Source: Corporate Travel Management FY18 Presentation, 22 August 2018
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Corporate Travel explains its success as a function of scale and superior 

technology

Source: Business Acumen Magazine - https://www.businessacumen.biz/news-queensland-leaders/1058-corporate-travel-management-innovates-on-the-move, 

https://www.businessacumen.biz/news-business-travel-events/1059-ctm-s-technology-smarts-hit-the-suite-spot

CEO Jamie Pherous demonstrating Corporate Travel’s technology:
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Corporate Travel appears to overstate its technological advantage

Source: Flight Centre 2018 Results Presentation, 23 August 2018

▪ However it does not appear to us that Corporate Travel’s strategy is highly differentiated, with

competitors such as Flight Centre promoting its own commitment to technology innovation

From Flight Centre’s FY18 Presentation:
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From Corporate Travel’s FY18 Annual Report:

Corporate Travel appears to overstate its technological advantage

▪ Corporate Travel has claimed to have patented technology since 2014

Source: Corporate Travel FY14 Annual Report, 26 September 2014

From Corporate Travel’s Presentation

dated 6 June 2018:

From Corporate Travel’s Presentation

dated 5 May 2016:

From Corporate Travel’s FY14 Annual Report:
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Corporate Travel appears to overstate its technological advantage

▪ However a simple patent search suggests that Corporate Travel has NO granted patents in its

own name

Source: http://pericles.ipaustralia.gov.au/ols/auspat/quickSearch.do, 20 September 2018
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Corporate Travel appears to overstate its technological advantage

So we engaged patent lawyers to 

conduct a global search for patents 

within Corporate Travel’s subsidiaries.

We found NO granted patents globally 

in the name of Corporate Travel or its 

subsidiaries!
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Corporate Travel appears to overstate its technological advantage

Subsidiary Granted patent found? Comment

Corporate Travel Management Limited ACN 131 207 611

Sainten Pty Limited ACN 073 129 101

Floron Nominees Pty Ltd ACN 001 573 566
Trade mark (since removed) filed in the name of “Crewe & Sons". 

Appears to have no relation to the listed entity

WA Travel Management Pty. Limited ACN 126 792 256

Travelcorp (AUST) Pty Ltd ACN 063 120 258 Trade mark in Australia in the name of Travelcorp (lapsed) 

ETM Travel Pty Ltd ACN 096 289 431

Andrew Jones Travel Pty Ltd ACN 065 009 887 Two trade marks in Australia – one of which remains registered.

Corporate Travel Management Group Pty Ltd ACN 005 000 895
Related patent applications filed (not granted) in Australia and the US. 

Several trade marks in Australia

SCT Travel Group Pty Ltd ACN 124 599 471 Trade mark (lapsed) for “Platinum Travel Corporation”

Travelogic Pty Limited ACN 126 792 158

Travelcorp Holdings Pty Ltd ACN 128 213 249

Corporate Travel Management North America Inc (US company)

Westminster Travel Limited (Hong Kong company) Trade mark (lapsed) for logo

Corporate Travel Management (United Kingdom) Limited (UK company)

Redfern Travel Ltd (UK company)

Corporate Travel Management (New Zealand company)

Corporate Travel Management North America Limited (US company)

Corporate Travel Management, Inc

Sara Enterprise, Inc
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Corporate Travel appears to overstate its technological advantage

Corporate Travel appears to use 

third-party technology platforms 

which are not properly integrated 

across the business
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Corporate Travel appears to overstate its technological advantage

▪ For example in the US, a Baton Rouge

customer is prompted to login to third-

party portals from SAP and Grasp

Technologies

Source: https://us.travelctm.com/contact/baton-rouge/, 8 October 2018

Source: https://www.concursolutions.com/, 8 October 2018

Source: 

http://apps.grasptechnologies.com/WebReporting/Public/login.aspx?ReturnUrl=%2fWebRep

orting%2f, 8 October 2018
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Corporate Travel appears to overstate its technological advantage

▪ In Seattle, Tacoma, Spokane, Juneau, Dutch Harbor or Anchorage, Corporate Travel’s clients are

prompted to login to iBank, a technology owned by Cornerstone Information Systems Inc.

Source: https://us.travelctm.com/contact/tacoma/, 8 October 2018

Source: https://ibanksystems.com/ibankv5/login.cfm?agclient=clearview, 8 October 2018
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Corporate Travel appears to overstate its technological advantage

▪ u-travel, a platform owned by Agency Technology, LLC, is only used by Corporate Travel’s Denver

office

Source: https://us.travelctm.com/contact/denver/, 8 October 2018

Source: https://utravel.travelctm.com/, 8 October 2018
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Corporate Travel appears to overstate its technological advantage

If Corporate Travel is prepared to 

overstate its technology position, 

what else might be overstated?

Strictly Private & Confidential – VGI Partners Proprietary Research



96

Red flag #15

Global office footprint overstated
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Corporate Travel claims to have offices all over the world

Source: Corporate Travel Management Presentation dated 22 August 2018

From Corporate Travel’s latest Presentation:
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European expansion has been a success story for Corporate Travel

First, let’s look at Corporate 

Travel’s European offices
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European expansion has been a success story for Corporate Travel

▪ Since entering the Europe market via acquisition in FY15, Corporate Travel has reported

tremendous growth

Source: Corporate Travel Management & VGI Partners analysis
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We decided to pay a visit to Corporate Travel’s European offices

Source: Google Earth, office locations sourced from https://www.travelctm.co.uk/contact/corporate-travel-management-offices/ (2 October 2018) and 

https://www.traveletm.co.uk/contact/offices/ (2 October 2018)

Paris (x2)

Glasgow (x2)

Oslo
Stockholm

BerlinLondon

Bradford

Amsterdam

Baar

Copenhagen
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We visited Corporate Travel’s office in Stockholm, Sweden

From Corporate Travel’s website:

Paris (x2)

Glasgow (x2)

Oslo
Stockholm

BerlinLondon

Bradford

Amsterdam

Baar

Copenhagen

Source: Google Earth, office locations sourced from https://www.travelctm.co.uk/contact/corporate-travel-management-offices/ (2 October 2018) and 

https://www.traveletm.co.uk/contact/offices/ (2 October 2018)
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We visited Corporate Travel’s office in Stockholm, Sweden

▪ This is the building that allegedly houses Corporate Travel’s Stockholm office
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We visited Corporate Travel’s office in Stockholm, Sweden

▪ However on the building’s tenant directory, there

was NO mention of Corporate Travel on level 12 or

anywhere else in the building
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We visited Corporate Travel’s office in Stockholm, Sweden

▪ The only organisations to be found on level 12 were Civil Rights Defenders and Miltton Labs.

NO sign of Corporate Travel

https://www.milttonlabs.com/https://crd.org/
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We visited Corporate Travel’s office in Stockholm, Sweden

* Office does not appear to exist, despite being listed on Corporate Travel’s website

Visited Wednesday 19th September 2018

Visited Friday 5th October 2018
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We visited Corporate Travel’s office in Amsterdam, The Netherlands

Paris (x2)

Glasgow (x2)

Oslo
Stockholm

BerlinLondon

Bradford

Amsterdam

Baar

Copenhagen

From Corporate Travel’s website:

Source: Google Earth, office locations sourced from https://www.travelctm.co.uk/contact/corporate-travel-management-offices/ (2 October 2018) and 

https://www.traveletm.co.uk/contact/offices/ (2 October 2018)
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We visited Corporate Travel’s office in Amsterdam, The Netherlands
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We visited Corporate Travel’s office in Amsterdam, The Netherlands

▪ However on the front window there was a sign for “Nova Business Travel” (we can find no

connection to Corporate Travel)
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▪ The building appeared abandoned, with no signs of recent activity. We visited during business

hours

▪ A neighbour said the travel agency at this location has not shown any activity for at least six

months

We visited Corporate Travel’s office in Amsterdam, The Netherlands
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We visited Corporate Travel’s office in Amsterdam, The Netherlands

* Office does not appear to exist, despite being listed on Corporate Travel’s website

Visited Thursday 20th September 2018

Visited Tuesday 9th October 2018
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We visited Corporate Travel’s office in Baar, Switzerland

Paris (x2)

Glasgow (x2)

Oslo
Stockholm

BerlinLondon

Bradford

Amsterdam

Baar

Copenhagen

From Corporate Travel’s website:

Source: Google Earth, office locations sourced from https://www.travelctm.co.uk/contact/corporate-travel-management-offices/ (2 October 2018) and 

https://www.traveletm.co.uk/contact/offices/ (2 October 2018)
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We visited Corporate Travel’s office in Baar, Switzerland
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We visited Corporate Travel’s office in Baar, Switzerland

▪ We visited Corporate Travel’s office in

Baar during business hours

▪ We did find signage for “Corporate

Travel (Switzerland) GmbH”
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We visited Corporate Travel’s office in Baar, Switzerland

▪ However when we knocked on the door, nobody answered

– A sign below the door indicated that during absence to get

in touch with Contreva Management AG next door

(Contreva Management AG offers business establishment,

tax consultancy and accountancy services)

– Contreva Management AG could not provide us with any

information on Corporate Travel’s office
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We visited Corporate Travel’s office in Baar, Switzerland

* Office exists, however appears to be unused, despite being listed on Corporate Travel’s website

Visited 2:40pm, Thursday 20th September 2018

Visited 10:45am, Monday 15th October 2018
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We visited Corporate Travel’s office in Glasgow, United Kingdom

Paris (x2)

Glasgow (x2)

Oslo
Stockholm

BerlinLondon

Bradford

Amsterdam

Baar

Copenhagen

From Corporate Travel’s website:

Source: Google Earth, office locations sourced from https://www.travelctm.co.uk/contact/corporate-travel-management-offices/ (2 October 2018) and 

https://www.traveletm.co.uk/contact/offices/ (2 October 2018)
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We visited Corporate Travel’s office in Glasgow, United Kingdom
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We visited Corporate Travel’s office in Glasgow, United Kingdom

▪ However there was no mention of Corporate

Travel on the tenant directory

– On the 5th floor, the only companies listed

were:

• Caledonia Pensions Ltd.;

• Core Associates; and

• Wren & Fraser Ltd.
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We visited Corporate Travel’s office in Glasgow, United Kingdom
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We visited Corporate Travel’s office in Glasgow, United Kingdom

* Office does not appear to exist, despite being listed on Corporate Travel’s website

Visited Thursday 27th September 2018

Visited Thursday 11th October 2018
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We visited Corporate Travel’s office in Oslo, Norway

Paris (x2)

Glasgow (x2)

Oslo
Stockholm

BerlinLondon

Bradford

Amsterdam

Baar

Copenhagen

From Corporate Travel’s website:

Source: Google Earth, office locations sourced from https://www.travelctm.co.uk/contact/corporate-travel-management-offices/ (2 October 2018) and 

https://www.traveletm.co.uk/contact/offices/ (2 October 2018)
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We visited Corporate Travel’s office in Oslo, Norway
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We visited Corporate Travel’s office in Oslo, Norway

▪ However there was no sign or mailbox

for Corporate Travel
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We visited Corporate Travel’s office in Oslo, Norway

* Office does not appear to exist, despite being listed on Corporate Travel’s website

Visited Thursday 27th September 2018

Visited Wednesday 10th October 2018
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We visited Corporate Travel’s office in Paris, France

Paris (x2)

Glasgow (x2)

Oslo
Stockholm

BerlinLondon

Bradford

Amsterdam

Baar

Copenhagen

From Corporate Travel’s website:

Source: Google Earth, office locations sourced from https://www.travelctm.co.uk/contact/corporate-travel-management-offices/ (2 October 2018) and 

https://www.traveletm.co.uk/contact/offices/ (2 October 2018)
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We visited Corporate Travel’s office in Paris, France

▪ However the office is now

occupied by Frequent Flyer

Travel Paris, part of the Reed &

Mackay Group (not Corporate

Travel)

– No signs for Corporate

Travel were displayed
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We visited Corporate Travel’s office in Paris, France

* Office does not appear to exist, despite being listed on Corporate Travel’s website

Visited Friday 14th September 2018
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European office check scorecard

▪ We believe Corporate Travel lists a significant number of offices on its website which either do

not exist or are unused

Phantom office = Office does not appear to exist, despite being listed on Corporate Travel’s website

Ghost office = Office exists, however appears to be unused, despite being listed on Corporate Travel’s website

City Country Verdict

London United Kingdom Real office

Bradford United Kingdom Real office

Glasgow (8 Nelson Mandela Place) Scotland Real office

Glasgow (144 St Vincent Street) Scotland Phantom office

Paris (50 Rue Du Faubourg Saint Antoine) France Real office

Paris (63 bis Avenue Ledru Rollin) France Phantom office

Amsterdam The Netherlands Phantom office

Berlin Germany Real office

Stockholm Sweden Phantom office

Baar Switzerland Ghost office

Copenhagen Denmark Real office

Oslo Norway Phantom office
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North American offices

What about Corporate Travel’s

North American offices?
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North American expansion has been a success story for Corporate Travel

▪ Since entering the North American market via acquisition in FY13, Corporate Travel has reported

tremendous growth

Source: Corporate Travel Management & VGI Partners analysis

$285m $306m

$613m

$867m

$1,310m$1,306m

-

$200m

$400m

$600m

$800m

$1,000m

$1,200m

$1,400m

FY13 FY14 FY15 FY16 FY17 FY18

North America TTV

$11m

$23m

$48m

$77m

$127m $127m

-

$20m

$40m

$60m

$80m

$100m

$120m

$140m

FY13 FY14 FY15 FY16 FY17 FY18

North America Revenue

$2m

$5m

$9m

$21m

$36m

$38m

-

$5m

$10m

$15m

$20m

$25m

$30m

$35m

$40m

FY13 FY14 FY15 FY16 FY17 FY18

North America EBITDA

Strictly Private & Confidential – VGI Partners Proprietary Research



131

Corporate Travel’s North American offices

Source: Google Earth, office locations sourced from https://us.travelctm.com/contact/offices/, 2 September 2018

JuneauDutch Harbor

Anchorage

Baton Rouge
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Washington, D.C.
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North American offices

Following our European 

experience, we thought we 

would pop in and say hello…
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Baton Rouge

Bellevue

Boca Raton

Boston

Concord
Danvers

Denver

Houston

Minneapolis

Los Angeles

Seattle

SpokaneTacoma

Washington, D.C.

Boca Raton, Florida

From Corporate Travel’s website:

Source: Google Earth, office locations sourced from https://us.travelctm.com/contact/offices/, 2 September 2018
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We visited Corporate Travel’s office in Boca Raton, Florida

▪ We did find an office, signposted as “Travizon

Travel/BTI”. Corporate Travel acquired

Travizon in July 2016

▪ We knocked on the door of the office during

business hours, however there was no

response and it appeared nobody was inside

▪ Nobody was observed entering or exiting the

office

▪ The tenants of a suite on the same floor said

they had never seen any activity at this office
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We visited Corporate Travel’s office in Boca Raton, Florida

* Office exists, however appears to be unused, despite being listed on Corporate Travel’s website

Visited 3:45pm, Tuesday 18th September 2018

Visited 11:35am, Friday 19th October 2018
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Concord, New Hampshire

From Corporate Travel’s website:
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Source: Google Earth, office locations sourced from https://us.travelctm.com/contact/offices/, 2 September 2018
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We visited Corporate Travel’s office in Concord, New Hampshire
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We visited Corporate Travel’s office in Concord, New Hampshire

▪ We did find an office for “Travizon Travel, Inc.” (acquired by Corporate Travel in July 2016)
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We visited Corporate Travel’s office in Concord, New Hampshire

▪ However during business hours the door was

locked and nobody answered our knocks

▪ The interior lights were off

▪ We could see five desks through the window,

however the desks were bare (no office

equipment or personal effects)
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We visited Corporate Travel’s office in Concord, New Hampshire

* Office exists, however appears to be unused, despite being listed on Corporate Travel’s website

Visited 3:15pm, Wednesday 3rd October 2018

Visited 10:40am, Tuesday 23rd October 2018
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Skeleton offices

In our travels we also 

encountered a number of 

skeleton offices* with only a 

small number of employees
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* Office exists, however appears to be very small
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Juneau
Dutch Harbor

Anchorage

Dutch Harbor, Alaska

From Corporate Travel’s website:

Source: Google Earth, office locations sourced from https://us.travelctm.com/contact/offices/, 2 September 2018
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We visited Corporate Travel’s office in Dutch Harbor, Alaska

We could not find a Corporate 

Travel office at the address listed 

on the website.
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We visited Corporate Travel’s office in Dutch Harbor, Alaska
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▪ At this location, we just found a Safeway™ supermarket
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We visited Corporate Travel’s office in Dutch Harbor, Alaska

However a local resident 

informed us that there was a 

Corporate Travel office at the 

airport.

Strictly Private & Confidential – VGI Partners Proprietary Research



146

We visited Corporate Travel’s office in Dutch Harbor, Alaska

▪ We found Corporate Travel’s office in the baggage claim area of the airport
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We visited Corporate Travel’s office in Dutch Harbor, Alaska

▪ The space was occupied by a single employee
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We visited Corporate Travel’s office in Dutch Harbor, Alaska

* Office exists, however appears to be very small

Visited 1:00pm, Monday 22nd October 2018
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Baton Rouge

Bellevue

Boca Raton

Boston

Concord
Danvers

Denver

Houston

Minneapolis

Los Angeles

Seattle

SpokaneTacoma

Washington, D.C.

Bellevue, Washington

From Corporate Travel’s website:

Source: Google Earth, office locations sourced from https://us.travelctm.com/contact/offices/, 2 September 2018
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We visited Corporate Travel’s office in Bellevue, Washington
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We visited Corporate Travel’s office in Bellevue, Washington

▪ The space was occupied by a single employee
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We visited Corporate Travel’s office in Bellevue, Washington

The employee appeared to be caught off guard by 

a visitor. 

We asked about corporate travel services but the 

employee said she only handles leisure travel and 

“we don’t even have business cards or any of that 

stuff.”
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We visited Corporate Travel’s office in Bellevue, Washington

* Office exists, however appears to be very small

Visited 2:10pm, Tuesday 16th October 2018
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North American office check scorecard

▪ We believe around one-quarter of offices listed on Corporate Travel’s US website are sub-scale

or unused

Ghost office = Office exists, however appears to be unused, despite being listed on Corporate Travel’s website

Skeleton office = Office exists, however appears to be very small
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City State Verdict

Anchorage Alaska Real office

Baton Rouge Louisiana Real office

Bellevue Washington Skeleton office

Boca Raton Florida Ghost office

Boston Massachusetts Real office

Concord New Hampshire Ghost office

Danvers Massachusetts Real office

Denver Colorado Real office

Dutch Harbor Alaska Skeleton office

Houston Texas Real office

Juneau Alaska Real office

Minneapolis Minnesota Real office

Los Angeles California Real office

Seattle Washington Real office

Spokane Washington Real office

Tacoma Washington Real office

Washington, D.C. District of Columbia Real office
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Red flag #16

Long-serving auditor

Strictly Private & Confidential – VGI Partners Proprietary Research



156

Long-serving auditor

▪ Corporate Travel has had the same auditor since IPO in 2010 – PricewaterhouseCoopers

Brisbane

▪ The current signing audit partner is Mr Michael Shewan

Source: Corporate Travel Management FY18 Annual Report, 28 September 2018
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Long-serving auditor

▪ PricewaterhouseCoopers Brisbane and network firms receive substantial audit fees from

Corporate Travel

Source: Corporate Travel Management FY18 Annual Report, 28 September 2018
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Red flag #17

Retirement of Chairman 

with no replacement
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Retirement of Chairman with no replacement

▪ On 28th September 2018, Corporate Travel announced that its Chairman since June 2010, Tony

Bellas, will step down on 31st October 2018

▪ Tony Bellas owns 220,836 shares of Corporate Travel. Most of these were acquired for $1.00 at

Corporate Travel’s IPO (he paid $200,000 for 200,000 shares). Mr Bellas’ stake in Corporate

Travel was worth $6.1m at market close on 26th October 2018

▪ Once Mr Bellas has stepped down as Chairman, Corporate Travel will no longer have to disclose

any of his share sales

▪ Corporate Travel is currently looking for a new Chairman
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Red flag #18

Long-standing CEO and CFO
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Long-standing CEO and CFO

We believe a long-serving and entrenched management team is a 

Red Flag for the following reasons:

▪ Level of influence (vis-à-vis the Board) of long-serving 

managers;

▪ Absence of independent thought provided by a fresh set of 

eyes; and

▪ Propensity to prioritise protection of legacy over confronting 

reality.
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Long-standing CEO and CFO

▪ Corporate Travel has had the same CEO, Jamie Pherous, since founding in 1994

▪ Corporate Travel’s CEO is a former accountant (from Arthur Andersen)

Source: https://www.couriermail.com.au/business/ask-stockbrokers-what-are-the-5-best-queensland-companies-to-invest-in-now-and-youre-not-likely-to-get-a-lot-of-overlapping-

ideas/news-story/f52f3b6c2717f029c2df810180ee0412, 1 April 2016
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Long-standing CEO and CFO

▪ Corporate Travel has had the same CFO since

IPO, Steve Fleming

▪ Apparently, Corporate Travel’s CFO is now

based in the UK

Source: https://www.travelctm.com/global-leadership-team/steve-fleming/, 26 October 2018
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Red flag #19

High turnover in North America 

CEO role
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North America CEO role turnover

▪ For some reason, Corporate Travel has seen very high turnover in its North

America CEO role

Executive Time as CEO of North America

Mr Romeo Cuter 1 year

Ms Julie Crotts 1 year

Mr Chris Thelen Since 1 July 2016

Source: Corporate Travel Management & VGI Partners analysis
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Red flag #20

Management share sales:

“Follow the money”

“Don’t listen to what they are saying, look at what they are doing”
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Management and directors have been selling stock

▪ Many of Corporate Travel’s key executives and directors have been selling shares

Source: Corporate Travel Management FY18 Annual Report, 28 September 2018
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Head of North America selling stock

▪ Chris Thelen is the CEO of Corporate Travel’s North America segment

▪ North America contributes over one-third of Corporate Travel’s reported revenues

▪ Chris Thelen was previously CEO of Chambers Travel, which was acquired by Corporate Travel in

January 2015
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Source: https://us.travelctm.com/about/leadership-team/chris-thelen/, 26 October 2018
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Head of North America selling stock

▪ At the time of the Chambers Travel acquisition, key management stock ownership was a key

selling point of the deal

“Both [the Chambers Travel and Diplomat Travel] acquisitions meet our strict acquisition criteria. 

They possess capable and passionate management teams, are leaders in corporate travel in their 

respective regions, enjoy high client and staff retention, and will have significant ownership in CTM 

via CTD stock.”

Source: Corporate Travel ASX release dated 2 December 2014
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Head of North America selling stock

▪ However in FY18, Chris Thelen sold nearly every share that he had at the start of the year

▪ We think this demonstrates a clear lack of confidence in the outlook for Corporate Travel

Source: Corporate Travel FY18 Annual Report, 28 September 2018
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Chris Thelen share ownership at 30 June 2017 905,547

Shares sold during the year (905,000)

Percentage of 30 June 2017 shares sold during FY18 99.9%
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CFO selling stock

▪ Corporate Travel has had the same CFO since 2009, Mr Steve Fleming

▪ Mr Fleming has sold the vast majority of his stock. Interestingly, he sold the largest portion of his

stock in 2014, around the same time Corporate Travel increased its acquisition activity and a

number of red flags in the accounts first started to appear

Source: Corporate Travel Management & VGI Partners analysis

Steve Fleming Share Ownership FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Opening balance 0 150,000 150,000 150,000 43,955 46,467 28,467 48,145

Purchased 150,000 0 0 3,955 2,512 0 642 0

Disposed 0 0 0   (110,000) 0   (18,000)   (15,000)   (92,447)

Received on vesting of rights 0 0 0 0 0 0 34,036 69,433

Other changes during the year 0 0 0 0 0 0 0 0

Closing balance 150,000 150,000 150,000 43,955 46,467 28,467 48,145 25,131
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COO selling stock

▪ Ms Laura Ruffles is the CEO of Australia & New Zealand and the Global COO

▪ Laura Ruffles has sold large amounts of stock over the past three years

Source: Corporate Travel Management & VGI Partners analysis

Laura Ruffles Share Ownership FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18

Opening balance 0 150,000 150,000 150,000 153,956 155,012 126,923 98,691

Purchased 150,000 0 0 3,956 1,056 0 726 0

Disposed 0 0 0 0 0   (75,000)   (80,012)   (50,000)

Received on vesting of rights 0 0 0 0 0 46,911 51,054 69,433

Other changes during the year 0 0 0 0 0 0 0 0

Closing balance 150,000 150,000 150,000 153,956 155,012 126,923 98,691 118,124
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Red flags summary 

Supernormal profitability

Growth through acquisitions

Acquisition cash outflows that fail to

reconcile

Lowered goodwill discount rates

Very little interest income

Low client cash balances

Significant changes to revenue

recognition policy

Growing receivables

Large balance sheet that provides

meaningful discretion

Strictly Private & Confidential – VGI Partners Proprietary Research

Declining 2H18 cash flows

Negative share-based payment reserve

Inadequate and misleading franking

disclosures

Capitalising expenses

Questionable technology claims

Global office footprint overstated

Long-serving auditor

Retirement of Chairman with no replacement

Long-standing CEO and CFO

High turnover in North America CEO role

Management share sales
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Key shareholders

Key Shareholders
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Key Shareholders

Source: Bloomberg (26 October 2018)
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Institutional Shareholder Position % of Shares Outstanding

Hyperion Asset Management Ltd/Aust 5,748,337 5.3%

The Vanguard Group Inc 2,752,141 2.5%

Fidelity International 1,734,141 1.6%

Wasatch Advisors Inc 1,348,735 1.2%

Dimensional Fund Advisors LP 1,047,985 1.0%



176
Strictly Private & Confidential – VGI Partners Proprietary Research


