Supreme PLC

Acquisition of Cuts Ice Ltd. and Flavour Core Ltd.

Supreme has announced the acquisition of independent vaping products manufacturer Cuts
Ice Limited, and Flavour Core Limited, developer of flavours and e-liquids regulatory practices
compliance. The acquisitions bring e-liquid technical and regulatory compliance knowhow,

plus offering manufacturing synergies and bring additional access to European markets.

Cuts Ice Limited owns the leading vape brand T-Juice (see: https://www.t-juice.com) and developed

the Red Astaire vaping flavour (a woody red berries and eucalyptus blend) which has achieved brand
recognition in European markets. Founded in 2012 and based in Park Royal, London, (see

https://www.cutsice.com) Cuts Ice is a specialist in the scientific development of e-liquid vaping

flavourings. Its development processes generate a toxilogical monograph using gas chromatographic
and mass spectrometry analysis to provide a detailed picture of e-liquid flavouring components at
molecular level. Its ISO Class-7 cleanroom matches GMP (good manufacturing practice) industry
standards, to meet vaping-related Tobacco Products Directive (TPD) and other regulatory standards
compliance. For Supreme the acquisition brings expertise in the development of vaping flavours, in
addition to which Cuts Ice has an established European presence (majority of sales), in France,

Germany, ltaly, Spain and Belgium, with which to complement Supreme’s strong UK presence.

Flavour Core Limited (see: https://www.flavour-core.com) was founded in 2016, based in Swindon,

and develops and manufactures flavourings solely on an OEM basis for the e-liquids industry. Noting
that a ‘significant number of aroma chemicals used routinely in the food industry are not suitable for
vaping’, Flavour Core screens compounds to identify ‘molecules of concern’, cross-check with
published banned lists and assess for potentially harmful CMR (carcinogenic, mutagenic, reprotoxic)

properties to produce the required toxicological monograph basis for flavour combinations.

Funded from existing resources; earnings enhancing

The acquisitions are funded from existing resources, where Supreme has proven experience in the
integration process, and are expected to be immediately EBITDA (adj.) earnings enhancing, with

integration into its Vaping division systems and operations to follow.

The acquisitions bring to Supreme important vape flavourings, scientific and regulatory
expertise, and practices to augment the vaping brand and commercial success Supreme has
established in the UK. At this stage we leave our existing outlook in place with the proviso to

revise at the next earnings update.

Financial outlook

Year to Mar 31 (Em) 2020 2021 2022 2023E 2024E
Revenue 92.3 122.3 130.8 129.5 142.2
EBITDA (adj) 16.0 19.3 21.1 17.5 22.2
EPS (adj, p) 10.1 11.8 124 9.3 11.7
FCFS (p) 155 111 10.1 11.6 13.3
DPS (p) 10.0 2.7 2.2 4.7 2.6
Net debt / (cash) 21.3 7.6 4.0 4.7 (3.8)
EV/EBITDA 7.1x 5.9x 5.4x 6.5% 5.1x
P/E 10.0x 8.5x 8.1x 10.8x 8.6x
FCF yield (%) 15.4 11.0 10.0 11.6 13.2
Div yield (%) 9.9 2.7 2.2 4.6 2.6

Source: Company data, Equity Development estimates
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Company Data

EPIC SUP
Price (last close) 100p
52 weeks Hi/Lo 245p/71p
Market cap £117m
ED Fair Value / share 190p
Net debt (cash)) £4.7m
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Description

Formed in 1975, Supreme Imports is a
leading European and UK
manufacturer, supplier and brand owner
of fast-moving consumer products. It
supplies five key categories of
consumer spending: Vaping, Sports
Nutrition & Wellness, Batteries, Lighting
and Branded Household Consumer

items.

Its customer base includes leading
B&M,

Poundland,

brands such as Costcutter,
ASDA, TK
Sainsbury’s, Home Bargains, Heron
Foods, Booker, Bestway, Aldi, Tool

Station, Range, Travis Perkins and

Maxx,

Nisa.
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Tel: 020 7065 2690
andy@equitydevelopment.co.uk

Hannah Crowe
Direct: 0207 065 2692
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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, 2" Floor, Park House, 16-18 Finsbury Circus, London, EC2M 7EB

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