Begbies Traynor Group

AGM statement and trading update in line

Trading during the first quarter (May to July 2021) was in line with expectations. BEG remains
on track to achieve our revenue and adjusted profit forecasts, which are unchanged. As
anticipated, the components of forecast double-digit percentage growth in revenue and profits
this year are internally driven, rather than market related: specifically recent acquisitions and
the bounce back from 2020’s lockdowns.

The two business and financial recovery acquisitions completed last year, CVR Global (January
2021) and David Rubin & Partners (March 2021) and another, MAF Finance Group (May 2021)
post the year-end are all performing well. BEG reported successful integrations, identification of

synergies and cross selling opportunities.

A more normalised performance by the group’s property advisory and transactional services division,
Eddisons, puts it well ahead of a comparable affected by 2020’s lockdown, and profits and margins
have rebuilt as anticipated. Divisional performance will also benefit from the acquisition of HNG

chartered surveyors in February 2021, integration of which is due to complete during the first half.

Although Insolvency Service data has confirmed a recovery in corporate insolvency volumes since
May 2021, this has mainly been confined to the lower end of the company size range. This is in line
with BEG’s expectations that meaningful recovery in core demand for its services will track the
withdrawal of UK Government support measures. That process is expected to extend well into 2022,
but the group expects the underlying upward trajectory in market volumes to continue into its second

half as support measures are progressively removed, and a ‘normal’ insolvency cycle emerges.

The group is interested in further acquisitions that help it to maintain a balance of cyclical and counter
cyclical revenue streams. BEG raised £22m via a placing at 105.5p/share in March 2021 and by our
estimates has capacity (cash and undrawn debt) to comfortably finance another £20m of acquisitions

and remain within prudent debt ratios.

Over its last four financial years BEG has delivered annualised (CAGR) growth in adjusted EPS of
20% (50:50 organic/acquisition) and paid down all debt despite completing 13 value enhancing
acquisitions. We regard FY23e as a conservative view of the potential as group markets return to

post-pandemic normality.

Unchanged fair value

We have held our forecasts and 165p/share fair value estimate, equivalent to a 17.9x FY22e

PER and a 1.9% prospective yield (2.9x covered by adjusted earnings).

Summary forecasts

Year end 30 April 2019A 2020A 2021A 2022E 2023E
Revenue (Em) 60.1 70.5 83.7 103.5 110.0
Adjusted PBT £m) 7.0 9.2 115 17.0 185
Adjusted EPS (p) 4.8 5.7 6.9 9.2 9.9
Dividend per share (p) 2.6 2.8 3.0 3.2 3.4
Yield on distribution 2.0% 2.1% 2.3% 2.4% 2.6%

Source: Group report & accounts and ED estimates
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Description

Begbies Traynor is a leading UK
business recovery, financial advisory
and property services consultancy. It
handles the largest number of
corporate appointments in the UK,
and principally serves the mid-market

and smaller companies.

Its other services include corporate
finance, valuation and sale of
properties, businesses and other
assets, and property consultancy,

planning and management.
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FINANCIALS

Income statement

Y/E 30 April, £m 2019 2020 2021 2022E 2023E
Revenue 60.1 70.5 83.8 103.5 110.0
Direct costs (34.3) (40.3) (48.3) (59.2) (63.3)
Gross profit 25.8 30.2 35.6 44.8 47.2
Other operating income 0.4 0.4 0.2 0.4 0.4
Administrative expenses (22.2) (26.7) (32.9) (36.2) (37.0)
4.0 3.9 2.8 9.0 10.6
Adj. Operating profit (before amortisation and 7.6 10.1 12.4 17.8 19.4
transaction costs)
Transaction costs (1.2) 3.2) (6.5) (3.6) (3.6)
Amorti_s_ation of intangible assets arising on (2.4) 3.1) (3.1) (5.2) (5.2)
acquisitions
Operating profit 4.0 3.9 2.8 9.0 10.6
Finance costs (0.5) (1.0) (0.9) (0.9) (0.9)
Profit before tax 315 2.9 1.9 8.1 9.7
Adjusted PBT 7.1 9.2 11.5 17.0 18.5
Tax (1.1) (2.0) (1.8) (2.5) (3.0)
Profit after tax 2.4 0.9 0.2 5.6 6.7

Earnings per share
Adjusted EPS - basic 4.8p 5.7p 6.9p 9.2p 9.9p
Adjusted EPS - diluted 4.7p 5.7p 6.7p 8.9p 9.6p

Source: Group financial statements
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Balance sheet

Y/E 30 April, £m 2019 2020 2021 2022E 2023E
Non-current assets

Intangible assets 59.4 59.4 77.6 77.6 77.6
Property, plant and equipment 1.8 1.8 2.1 2.1 2.1
Right of use assets 0.0 7.0 7.5 6.0 5.8
Trade and other receivables 3.2 4.6 4.0 4.0 4.0

64.4 72.8 91.2 89.7 89.4

Current assets

Trade and other receivables 32.7 36.5 45.4 38.0 40.0
Cash and cash equivalents 4.0 7.2 8.0 10.7 13.3
36.7 43.7 53.4 48.7 5383
Total assets 101.0 116.6 144.6 138.3 142.8
Current liabilities
Trade and other payables (22.7) (22.2) (33.3) (31.5) (33.5)
Current tax liabilities (2.0) (1.9) (2.6) (2.5) (2.5)
Lease liabilities 0.0 (2.2) (3.0) (3.0) (3.0)
Provisions (0.6) (0.9) (0.6) (1.0) (1.0)
(25.2) (27.2) (39.4) (38.0) (40.0)
Net current assets 11.4 16.5 14.0 10.7 13.4

Non-current liabilities

Trade and other payables 0.0 0.0 0.0 0.0 0.0
Lease liabilities 0.0 (6.1) (5.8) (2.5) (3.0)
Borrowings (10.0) (10.0) (5.0) (5.0) (5.0)
Provisions (0.8) (1.9) (2.6) (2.6) (2.6)
Deferred tax (5.3) (5.7) (5.5) (0.5) (1.0)
(16.1) (23.8) (189) (11.1) (11.6)
Total liabilities (41.3) (51.00 (58.3) (49.1) (51.6)
Net assets 59.7 65.6 86.3 89.3 91.2

Source: Group financial statements
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Cash flow statement

Y/E 30 April, £m 2019 2020 2021 2022E 2023E
Cash flows from operating activities

Cash generated by operations 8.0 4.7 16.2 17.1 18.6
Income taxes paid (1.4) (2.2) (2.3) (2.5) (2.8)
Interest paid on borrowings (0.5) (0.4) (0.3) (0.4) (0.4)
Interest paid on lease liabilities (0.5) (0.5) (0.5) (0.5) (0.5)
Net cash from operating activities 5.7 1.7 13.0 13.7 15.0

Investing activities

Purchase of intangible fixed assets (0.2) (0.7) (1.0) 0.0 0.0
Purchase of property, plant and equipment (0.8) (0.1) (0.3) (0.3) (0.3)
Deferred consideration payments 0.0 (0.7) (0.2) (3.0) (4.0)
Acquisition of businesses (net of cash (1.8) (3.0) (22.0) 0.0 0.0
acquired)

Cash from acquired businesses 3.4 3.4 1.5 0.0 0.0
Net cash used in investing activities 0.6 (1.1) (22.0) (3.3) (4.3)
Financing activities

Dividends paid (2.6) (3.2) (3.6) 4.7) (5.0)
Net proceeds on issue of shares 0.0 7.8 20.9 0.0 0.0
Repayment of obligations under leases 0.0 (1.9) 2.7) (3.0) (3.0)
Proceeds on issue of SIP scheme shares 0.0 0.0 0.0 0.0 0.0
Repayment of loans (1.0) 0.0 (5.0) 0.0 0.0
Net cash used in financing activities (5.8) 2.7 9.7 (7.7) (8.0)
Net increase (decrease) in cash and cash 0.5 3.2 0.7 2.7 2.7
equivalents

Cash at beginning of year &5 4.0 7.2 8.0 10.7
Cash at year end 4.0 7.2 8.0 10.7 138

Source: Group financial statements

www.equitydevelopment.co.uk



https://www.equitydevelopment.co.uk/

Contacts

Andy Edmond
Direct: 020 7065 2691
Tel: 020 7065 2690
andy@equitydevelopment.co.uk

Hannah Crowe
Direct: 0207 065 2692
Tel: 0207 065 2690
hannah@equitydevelopment.co.uk

Equity Development Limited is regulated by the Financial Conduct Authority

Disclaimer

Equity Development Limited (‘ED’) is retained to act as financial adviser for its corporate clients, some or all of whom may now or in the future
have an interest in the contents of this document. ED produces and distributes research for these corporate clients to persons who are not clients
of ED. In the preparation of this report ED has taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading,
but makes no guarantee as to the accuracy or completeness of the information or opinions contained herein.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the United Kingdom
(‘FSMA’). Any reader of this research should not act or rely on this document or any of its contents. This report is being provided by ED to provide
background information about the subject of the research to relevant persons, as defined by the Financial Services and Markets Act 2000
(Financial Promotions) Order 2005. This document does not constitute, nor form part of, and should not be construed as, any offer for sale or
purchase of (or solicitation of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any
part of it, form the basis of, or be relied on in connection with, any contract or commitment whatsoever.

Research produced and distributed by ED on its client companies is normally commissioned and paid for by those companies themselves (‘issuer
financed research’) and as such is not deemed to be independent as defined by the FCA, but is ‘objective’ in that the authors are stating their own
opinions. This document is prepared for clients under UK law. In the UK, companies quoted on AIM are subject to lighter due diligence than shares
quoted on the main market and are therefore more likely to carry a higher degree of risk than main market companies.

ED may in the future provide, or may have in the past provided, investment banking services to the subject of this report. ED, its Directors or
persons connected may at some time in the future have, or have had in the past, a material investment in the Company. ED, its affiliates, officers,
directors and employees, will not be liable for any loss or damage arising from any use of this document, to the maximum extent that the law
permits.

More information is available on our website www.equitydevelopment.co.uk

Equity Development, 15 Eldon Street, London, EC2M 7LD

Contact: info@equitydevelopment.co.uk | 020 7065 2690
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