London 29 May 2019

Group Performance Tracking
FC1

Glossary

5 + 7 Forecast: Full year forecast conducted in August, based on 7 months actual results and 7
months forecast. Also called ‘summer forecast’.

Adverse: lower or worse than expected/forecasted.

AR/AP: Accounts Receivable (money owed to us)/Accounts Payable (money we owe).

EAC: Expenses Affecting Comparability (i.e. one-off, non-repeating costs/income).

EBIT: Earnings (profit) before interest and Tax.

EC1: Full year forecast conducted in April, based on 3 months actual results and 9 months forecast.
GRNI: Goods Received Not Invoiced (recognises that a liability has been incurred where an invoice
has yet to be received).

H1: First 6 months of the year.

H2: Second 6 months of the year.

IERS: International Financial Reporting Standards (provide a common global language for business
affairs so that company accounts are understandable and comparable across international
boundaries).

KPI: Key Performance Indicator.

OFC: Operating Cashflow (excludes interest and taxes paid).

PPV: Purchase Price Variance (a measure of how much an item cost against its expected cost).
YTG: Year to Go.

Dear Colleagues,

Overview

In this update you will see our financial performance from 2019 FC1 conducted over the spring and
presented to the Board in late May.

The first thing to note is that 2019 Budget has been restated for the impact of IFRS 16 which creates
fixed assets and multi-year liabilities for what were previously called operating leases. This change
has no overall cash impact though it does impact the different dimensions of cashflow reporting.
EBIT is restated to £0.69m from £0.27m and OCF restated from £2.44m to £5.47m.

The key FC1 brand assumptions for FC1 were:

. Reeves — Business As Usual sales (5+7 forecast will reflect detailed customer
conversations) with provision made for unsaleable inventory in FC1
. Arches — Business As Usual sales (5+7 forecast will reflect detailed customer conversations)

with rundown of inventory by year end in FC1

Key FC1 messages

. FC1 net sales of £155.5m, £0.5m below budget — YTG recovery expected, especially in the
us

. Gross Margin improves by 1.6ppt driven by reduced US duties (vs Budget), pricing and mix
and CTAM down-sizing (separated in FC1 from down-size costs in EAC)

. Margin improvement and Opex reductions offset impact of Net Sales shortfall — EBIT at

+£1.6m favourable to Budget by £0.9m (+£3.1m pre EAC vs Budget)
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. OCF +£5.6m (+£0.1m vs Budget) with an adverse position on debtors offset by inventory
and other working capital movements and reprioritised Capex

FC1 review

FC1 has recently been concluded and submitted to Lindéngruppen so we would like to update you
on the overall forecast financial performance as follows:

YTD @ Budget Translation Rates

2016 2017 2018 2019 2019

e Actuals Actuals  Actual  Budget o) it sl )
Net Sales 155,659 147,945 151,841 156,009 155,482 3,641 (527)
Cost of Goods Sold (79,396)  (73,862) (85,409) (84,191) (80,535) 4874 3,656
Logistics (17,630)  (20,087) (13,050) (13 464) (14 366) (1,316) (902)
Gross Profit 58,633 53,995 53,382 58,354 60,581 7,199 2,226
Advertising, Promotion & Trade Investment (10,917) (18,418) (12,938) (10,584) (10,039) 2,902 549
Brand Contribution 47,715 35,578 40,444 47,770 50,545 10,101 2,776
Overheads [45,564)  (47,906) (48,807) (45,873) (45,101) 3,706 774
Net Other Operating expensesiincome (259) 2177 933 (269) (668) (1,622) (419)
EBIT pre-EAC 1,893 (10,151} (7,429) 1,625 4,756 12,185 3,131
Expenses Affecting Comparability (6,996) (7,697) (2,852) (933) (3,153) (201) (2,220)
EBIT pre-accounting adjustment (5,104) (17,848) (10,381) 693 1,603 11,984 911
Accounting Adjustment 1,714 (1,714) -
Pension Adjusment 5,540 (5,540) -
EBIT post-accounting adjustment (5,104) (17,848) (3,127) 693 1,603 4,730 911
Depreciation 4329 4012 3,953 7,846 7,202 3,248 (644)
Goodwill Impairment 4 300 - -
Add-Back Pension Revaluation (5,540)
EBITDA (774) (9,536) (4,713) 8,538 8,805 13,518 267
Capex (Net) (3,327) (3,911) (5,326) (5,500) (4,521) 805 979
Capitalised merchandising units {1,279) (692) (274) 1,005 418
Inventory change 6,703 (3,351) 6,123) 3,577 6,285 12,408 2,708
Other Working Capital Change 4378 5,578 (4,840) (1,254) (5,269) (429) (4,015)
Other (215) (753) 1,724 800 600 (1,124) [(201)
Operating Cash Flow 6,764 (11,973) (20,558) 5,469 5,625 26,183 156
Gross Margin 37.7% 36.5% 35.2% 374% 39.0% 3.8% 1.6%
APTID as %age of sales 7.0% 12.4% 8.5% 6.8% 6.5% (2.1%) (0.3%)
Overheads as %age of sales 29.3% 32.4% 321% 29.4% 29.0% (3.1%) (0.4%)
EBIT pre-EAC Margin 1.2% (6.9%) (4.9%) 1.0% 31% 8.0% 2.0%
EBIT Margin (3.3%) (12.1%) (6.8%) 0.4% 1.0% 7.9% 0.6%

Net Sales

Net Sales show 0.3% decrease vs Budget (-£0.5m), which represents -£3.5m vs the sum of the
Business Unit budgets (a £3m sales de-risk being applied centrally in Budget).

The key drivers of adverse sales are:

. France (-£1.5m, impacted by a lower landing in 2018 vs Budget assumption, driven to a
large extent by social unrest, as well as a de-prioritisation / exit of the category by mass
retailers)

. International (-£0.7m, impacted by economic conditions in a number of markets and
distributor/retailer destocking)

. Elephant (-£0.6m, reflecting a revised view on the income generated from Elephant West).

. The YTD adverse sales vs Budget in the US are expected to recover in YTG (re-phasing of

volumes directly imported from China by Michaels)

Gross Profit

Gross Margin improves by 1.6ppt vs Budget generating +£2.2m Gross Profit vs Budget despite
reduced sales. Key favourable impacts are:
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. Reduced duties in the US as a result of (i) maintenance of 10% duty rate for Q1 and the
impact of moving production of Liquitex Basics to Le Mans for H2 (Budget took a prudent
assumption of 25% duty rate from 1st January for the full year)

. Continued pricing and mix focus

. Favourable PPVs offsetting volume inefficiencies plus continued tight cost base
management across Operations

Opex
We continue to review and prioritise Advertising and Promotion spend which has resulted in a net
reduction of £0.6m in A&P spend for 2019 across the markets and Brands.

Overheads show a significant reduction vs Budget as we continue to manage spend closely and
prioritise role recruitment and other spend categories. Depreciation is also favourable vs Budget.

EAC

We have forecast additional EAC in FC1 to reflect our latest view on US DC double running costs,
likely remaining inventory of Reeves products at year end and optimisation of manufacturing
footprint. These are offset by the impact of cleaning up certain balance sheet accruals and release of
some of the US DC dilapidation provision.

EBIT
The combined result of the above shows that EBIT improves vs Budget by £0.9m.

Operating Cashflow (OCF)
FC1 OCF is +£0.1m vs Budget at +£5.6m:

. EBITDA is +£0.3m vs Budget - EBIT improvement of £0.9m includes £0.6m (net) of
depreciation reduction

. “Other” is -£0.5m vs Budget - £0.4 impact of severance payments shown as provision
movements (largely offset against working capital movement)

. Working capital is -£1.0m vs. Budget

Provision included for unsaleable Reeves inventory on cessation

Rundown of Arches inventory during Q3/Q4

Non-cash P&L releases such as GRNI/US dilapidations

Net increase in AR/AP — AR is significantly unfavourable resulting from actions

taken in Q4 2018 and the impact of sales phasing into Q4 2019

YV VY

. Net Capex is +£1m (i.e. lower spend) than Budget as a result of selected reductions in Ops
and Tech (plus £0.1m Tech budgeted Capex re-categorised as Opex)

. Capitalised merchandising spend in the US reduces by £0.4m (Phase 2 Liquitex spend
shows reduced scope and lower negotiated unit cost)

In summary we are well placed to deliver the financial performance for 2019 that we set out to
achieve, although there is much to do in YTG to deliver our ambitions.

Regards,

Dennis Van Schie
CEO
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