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Solid FY22 performance

CEPS continues to deliver on its key strategic initiatives and growth drivers
despite a challenging economic backdrop. Total revenue in FY22 (to 31
December 2022) increased 30% to £26.5m (FY21: £20.3m), driven by both
an increase in the underlying business and recent acquisitions. Profitability
has also improved, with operating profit up 31% to £2.1m (FY21: £1.6m).
The subsidiaries have made good progress following the restructuring
measures over the past three years and the ‘buy and build’ strategy is
proving successful. However, given continued economic uncertainty,
management has flagged that although performance in the first quarter of
FY23 has been ahead of expectations, significant uncertainties remain for
the rest of the year, and the companies are being managed accordingly.

" Strong recovery in end markets. Group revenue increased 30% to £26.5m
and operating profit 31% to £2.1m. Earnings per share increased 34% to
2.19p (FY21: 1.64p). Group net debt was £6.1m at as at 31 December
2022 (excluding loan notes and less £1.3m cash), while debt held in CEPS
plc was unchanged, comprising a £2m third-party shareholder loan, plus
£2.95m from Chelverton Asset Management, £192k from David Horner
and £249k of cash. Following the transfer of the legacy pension scheme,
an estimated surplus of £455k is expected to be received at end-FY23,
which will be used to partially repay debt and increase working capital.

= Aford Awards benefitting from recent acquisitions. Revenue increased to
£3.1m (FY21: £1.4m; FY19: £2.0m, pre-Covid) and EBITDA rose to £546k
(FY21: £235k; FY19: £411k, pre-Covid). Impact Promotional Merchandise
(IPM) has significantly increased Aford’s internet sales, and the businesses
acquired in September 2021 have been fully integrated. IPM, acquired in
April 2022 for £1m, has £240k remaining to be paid by March 2025.

" Friedman’s and Milano International recovering well. Revenue for the
two companies combined increased to £6.4m (FY21: £4.8m; FY19: £5.8m,
pre-Covid). EBITDA rose to £897k (FY21: £809k; FY19: £1.2m, pre-Covid),
driven by a greatly increased contribution from Friedman’s, the lycra
printer. While sales at Milano International, the leotard and gymnastic
clothing manufacturer have also recovered, this has been offset by
significant investment in machinery and people in FY22. However, the
benefits of this investment for growth and the sponsorship of British
Gymnastics should lead to improved profitability over the longer term.

" Hickton restructuring bearing fruit. Revenue increased to £16.9m (FY21:
£14.2m; FY19: £4.7m, pre-Covid) and EBITDA rose to £1.8m (FY21: £1.5m;
FY19: £850k, pre-Covid). As flagged at the interims, the business has
undergone a restructuring to improve cost control and address staff
recruitment and retention. Also, the calculation of deferred income has
been aligned with industry norms, improving revenue in FY22 by £681k,
with EBITDA at £1.8m, versus what would have been £1.1m. The Group
notes that Hickton has seen record sales the first three months of FY23.

" OQutlook - cautiously optimistic. While acknowledging the difficult global
political and economic backdrop, management expects a steady return to
growth in the UK economy. The Group has performed ahead of
expectations in Q1 FY23 and management will continue to look for
‘judicious acquisitions’ to accelerate the expected organic growth.
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Disclaimers and Disclosures

Copyright 2023 Progressive Equity Research Limited (“PERL”). All rights reserved. Progressive’s research is commissioned by the subject
company under contract and is freely available to the public and all institutional investors. Progressive does not offer investors the ability to
trade securities. Our publications should not, therefore, be considered an inducement under MiFID Il regulations. PERL provides professional
equity research services, and the companies researched pay a fee in order for this research to be made available. This report has been
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only. All information used in
the publication of this report has been compiled from publicly available sources that are believed to be reliable; however, PERL does not
guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of
PERL at the time of publication, and any estimates are those of PERL and not of the companies concerned unless specifically sourced
otherwise. PERL is authorised and regulated by the Financial Conduct Authority (FCA) of the United Kingdom (registration number 697355).

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or underwrite
securities or units. Investors should seek advice from an Independent Financial Adviser or regulated stockbroker before making any
investment decisions. PERL does not make investment recommendations. Any valuation given in a research note is the theoretical result of
a study of a range of possible outcomes, and not a forecast of a likely share price. PERL does not undertake to provide updates to any
opinions or views expressed in this document.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the United Kingdom.
It has not been prepared in accordance with the legal requirements designed to promote the independence of investment research. Itis not
subject to any prohibition on dealing ahead of the dissemination of investment research.

PERL does not hold any positions in the securities mentioned in this report. However, PERL’s directors, officers, employees and contractors
may have a position in any or related securities mentioned in this report. PERL or its affiliates may perform services or solicit business from
any of the companies mentioned in this report.

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings. In addition, the level
of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead to difficulties in
opening and/or closing positions. It may be difficult to obtain accurate information about the value of securities mentioned in this report.
Past performance is not necessarily a guide to future performance.
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To arrange a meeting with the management team, or for further information about Progressive, please contact us at:
+44 (0) 20 7781 5300
info@progressive-research.com



