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Nofice to reader - This bulletin is not an offer to sell or solicit an offer to buy any security. It is not intended to be directed to investors for making an investment decision. This bulletin does not rate or recommend securities of individual companies, nor does it contain sufficient
information upon which to make an investment decision. The information provided in this bullefin was obtained from sources believed to be reliable, but ifs accuracy cannot be guaranteed. It is not fo be construed as legal, accounting, financial or investment advice.
Information, opinions and estimates reflect Gambit Corporate Finance LLP's judgement as of the date of publication and are subject fo change without nofice. Gambit Corporate Finance LLP undertakes no obligation to nofify any recipient of this bulletin of any such
change. This bullefin is not directed to, or intended for distribution to, any person in any jurisdiction where such distiibution would be contrary to law or regulation, or which would subject Gambit Corporate Finance LLP fo licensing or registration requirements in such
jurisdiction.
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New Era Dynamism

The UK economy is forecast to grow at 7.25% in 2021, achieving its fastest growth in more than 70 years as Covid-
19 restrictions are lifted. The successful roll-out and take-up of the vaccine has been a key driver in the relaxation
of the national lockdown and has subsequently spurred private sector confidence, valuations and in turn
encouraged shareholders to revisit their corporate objectives, growth strategies or alternatively contemplate their
exit options.

Businesses will need to adopt a proactive approach in determining which strategic and operational priorities
need to be addressed in the short and medium term. Management will be required to respond to the new
economic environment, future relationship with the EU and net zero emission targets whilst facing an acceleration
of technological advancements pressing firms to embrace innovation, digitalisation, preserve supply chains and
reskill their workforce. Businesses that can gain unique insight into these underlying trends and implement bespoke
business strategies that acknowledge the new market dynamics will be best placed to commit resource and
navigate the emerging opportunities in a buoyant economy.

Aspirational businesses have the ability to outperform their peers in times of economic and societal change,
ufilising an inherent capability to act and take calculated risks with agility and efficiency which is a rich source of
competitive advantage.

Future Considerations
Forecasts V Dashboards @%

* Implementing procedures that priorifise the .
collection and filisation of data will enable
enterprises o define and accelerate their strategic
growth and avoid the potential for stagnation,
which will be paramount in the ‘new normal’
economy.

Future Shape of Business f

The pandemic saw a rapid change in market
dynamics and consumer behaviour. The use of data
analysis can better equip management to identify,
visualise and understand new industry trends and
evolving buyer behaviour.

* Industry leaders will need to better understand their

+ Creatfing an implementation plan with clear customer segments, pricing strategies and

milestones will help mofivate management and
improve success rates of aspirational fargefts.

Businesses will be required to carefully monitor
progress continuously refining and replenishing the
strategy by responding fo operational demands that
a business could experience during periods of
accelerated growth.

performance meftrics to validate their approach
and predict the market forces propelling change.

This market insight will facilifate a competitive
advantage enabling the entity to outperform its
peers and react before the competition can
respond.

Empathy and Cohesion ﬁ

The ability of a firm to capitalise on growth prospects
will be highly dependent on the quality and
motivation of the management team.

Infroducing growth performance benefits that align
with the overall corporate goals and are measured
using financial metrics and/or operational KPIs will
be paramount.

Owners will have to be sympathetic to evolving
employee preferences and the future role of agile
working arrangements. The pandemic has given
workers greater autonomy and increased scrutiny
on employee welfare. This perspective will be
exacerbated as younger generations enter the
workforce favouring careers with a defined work life
balance.

Value Maximisation Review (VMR) Q

.
<«
A review fo identify key operational and strategic
initiatives preserving and enhancing value whilst
eliminating eroding performance factors should be
undertaken to improve the business’'s ability to

understand and respond to changes in the ‘new
normal’ economy.

A VMR provides shareholders with a holistic view of
the business with the aim of maximising
shareholders’ aspirations and objectives.

The review makes recommendations to address any
shortfalls in the business model and identfifies
strategies to bridge the gap. Once implemented
these operational changes improve the frading
returns and value add positioning of the business
resulting in an uplift in value.
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Value Maximisation Review

A Value Maximisation Review is a business valuation assessment developed by Gambit designed to identify key
operational, strategic inifiatives in the ‘new normal’ that will enhance corporate valuations in preparation for:

Raising capital to Exiting or transferring Growing organically
achieve liquidity business ownership and/or through acquisition

The VMR's main objective is to identify and implement ‘enhancers’, maintain ‘preservers’ and eliminate ‘eroders’
of equity value. The VMR is a tailored process that provides a number of benefits:

A clear understanding on the drivers or impediments An understanding of what the business is worth
to business value being created or compromised currently and how value gaps can be bridged

A clear strategy to address the key opportunities

A business which is investor or investment read S
Y and challenges to maximise shareholder value

The program takes a holistic view of your business, including but not limited to:

Evaluation of shareholders’ objectives and Assessment of current and projected valuation,
aspirations identifying strategies to bridge valuation gaps

Recommendations to address any shortfalls in A sounding board for executive management and
valuation metrics and the business model healthy challenge in a safe environment

Case Study: Project Apollo

Web based retailer of mobility and consumer goods for the healthcare market, primarily B2C but B2B with NHS,
Co-op, Amazon, £21m sales, EBITDA £1.4m.

Value Enhancers Value Eroders

UK market — growing ageing population and Systems & control —inadequate stock
consolidating market management — stock outs
Branding & position — excellent reputation Product range - overstocking lines vs sales
Initial Sales growth — improvement through performance

Review managed Google spend Management feam needs strengthening
Review of pricing policy MI & KPI's — poor performance reporting &
Re-organisation of warehousing and monitoring of Google spend of £1.3m pa
personnel (outsourced)

Original valuation estimate £7.0m - £8.5m in 2017

Strategic Issues Operational Issues

Rationalisation of product lines + Improve stock management
Google spend monitoring and reports (in- +  Optimise warehouse and carousel layout
Key house) and workflow
Proposals Strengthen management — purchasing and Enhance financial/KPI reporting

warehousing Centralise/rationalise site (x2) efficiencies
Acquisition strategy — product focussed
Recovery of distribution cost — PayPal,
carriage - pricing policy on order size

Enterprise Value on 2018 budget post VMR estimated at £11.0m - £13.0m
Accepted offer of £13.5m in early 2019
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Case Study: Project Apollo

Stock Control K Google Spend
Improved control over stock and purchasing will :  Better monitoring and control need to be exercised
lead to reduced stockholdings and reduced : over the Company’s significant £1.3m per year spend
stock-outs. with Google.

Expected potential uplift in Enterprise Value Enterprise Value uplift est. £750k - £900k

from reducing stock-outs of £500k - £600k.

Overall Strategy

A clearly defined strategy will
provide visibility on key priorities
and improve accountability
across the team.

Undetermined uplift in addition to
that noted

Completing the transfer of stock from
Site 1, closure of that site and
reorganisation of the Site 2
warehouse will reduce costs and
improve productivity.

Overall
Strategy

Enterprise Value
uplift of

Management Structure
£4.0m - £4.5m

Strengthening the management
team will provide greater focus
and improve decision-making.
Enhances attractiveness to
acquirer and multiple achieved;
uplift in Enterprise Value of £1.4m

Product Rationalisation

Reduction in the number of product
lines will help improve gross margin
levels and reduce cash tied up in
maintaining stock levels.
Undetermined uplift in addition to
that noted

Recovery of Costs

Board
Structure

Product
Range

Financial
Reporting
Systems

Recovery

Financials & Management Information
of Costs

Better quality and more detailed management
Improved monitoring and analysis of sales information willimprove financial and
and distribution costs will improve cost : operational performance as well as assist with
recovery. : 2 fransaction due diligence.
Undetermined uplift in addition to that noted i 5 Undetermined uplift in addition to that noted

Established businesses must use this period as an opportunity to re-align their business model and scale up by capturing
an enhanced market share. Firms that innovate and adjust their operations to tap info new markets as they emerge
from the Covid era are most likely to experience longer term prosperity.

Reviewing where and how value creation can be generated will enable an evaluation of existing processes and
reallocation of resources towards significant growth opportunities whilst rationalising investment into lesser impacting
activities. The VMR evaluates and prioritises initiatives worth pursuing and those fo suspend.
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