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Market Cap: £35m

Shares in Issue: 165m

NAV/Share: Negative
Gearing: n.a. (£15.5m net cash at 3/2010)

Interest Cover: n.a.

EPIC Code: PKG

Sector: Consumer Finance

Market: London AIM

Broker: Arden Partners

PR: Tavistock Communications
+44 (0)20 7920 3150

Website: www.parkgroup.co.uk

Description: Park Group is the UK’s leading multi-
redemption voucher business. It is also the dominant
provider of Christmas savings schemes in the UK,
which it provides through a network of sales agents.
It has a smaller share in the Corporate Voucher
marketplace, but this business has been growing
rapidly.

Analysts: Roger Hardman/Stephen Thomas/Rae
Ellingham

Tel:  +44 (0)20 7929 3399

Full year profits from this cash savings and multi-redemption
voucher business are better than we expected.

e Sales were £8m higher than we expected at £263m,
and also 5% higher than the previous year.

e Operating Profits were £0.3m higher than we
expected at £4.3m, and were up 38% on the
previous year.

e Only an abnormally high 32% tax charge kept eps
down to our forecast (2.14p vs the 2.20p we had
expected).

e The dividend has been maintained at 1.32p/share,
giving a very good 1.6X cover.

e As expected, there are no bank borrowings, and
cash, excluding monies held in trust for customers,
is £15.5m, equivalent to over 9p a share.

We found the recovery in margins in the cash savings
business particularly encouraging. In fact the company’s
cost control has been first rate, with distribution and
admin costs down as a % of revenue, and also a
significant gain in the gross margin.

The Chairman’s statement makes encouraging
comments on the current year, with both core
businesses ahead of the comparable period twelve
months earlier, even before the new pre-paid card,
flexecash®, has any impact. We also note that inter-
bank short term money rates have been hardening over
the past two months, and at peak times Park Group has
c. £120m on deposit.

We highlight an increase in the number of customers in
Christmas Savings so far in the current year (good),
over 40% of orders now being placed via the internet
(good, it cuts costs) and an increase in the pension
deficit caused by changed actuarial assumptions (up
from £1m to £3.8m, bad).

We are very comfortable with our estimates, and believe
there may be scope to upgrade as the year progresses.

Email: research@hardmanandco.com
YIE Group Declared Adjusted Adjusted P/E Divi Yield
Sales Profit Profit EPS ratio

March £m £m £m p- p- %
2008A 2251 4.5 5.2 2.2 9.1 1.20 6.0
2009A 250.5 6.2 6.2 2.4 8.3 1.32 6.6
2010A 263.2 5.3 5.3 2.1 9.3 1.32 6.6
2011E 274.9 6.0 6.0 2.6 7.7 1.40 7.0
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Park Group 10.6.2010
Y/e 31 March £m 2007A 2008A 2009A 2010A 2011E
Christmas savings restated
Revenue 216.8 143.5 165.4 156.0 159.1
Growth % -33.8% 15.3% -6.0% 2.0%
EBIT 5.1 0.7 2.0 2.8 3.0
Margin % 2.35% 0.49% 1.21%  1.79% 1.20%
Corporate vouchers
Revenue 88.4 81.6 85.0 107.2 115.8
Growth % -7.7% 42% 18.0% 8.0%
EBIT 3.2 3.4 2.8 3.2 3.4
Margin % 3.6% 4.2% 3.3% 3.0% 3.4%
Cash Lending
Revenue 0 0.0 - -
Discontinued operations
Revenue 10.0 0.0 0.0 0.0
Total continuing
Revenue 305.2 2251 250.4 263.2 2749
Total Revenue Growth % -26.2% 11.2% 5.1% 4.4%
EBIT allocated 8.3 4.1 4.8 6.0 6.4
Unallocated -1.6 -1.7 -1.7 -1.6
Group EBIT 2.5 3.1 4.3 4.8
Profit & Loss Account 2007A  2008A 2009A 2010A 2011E
restated
Revenue - continuing 305.2 2251 250.4 263.2 274.9
Growth % -26.2% 11.2% 5.1% 4.4%
Cost of sales -287.4  -211.3 -235.4  -246.8 -257.7
Gross profit 17.8 13.7 15.0 16.4 17.2
Margin % 5.8% 6.1% 6.0% 6.5% 6.3%
Distribution costs -3.0 24 2.5 -2.5 2.7
Distr costs as % Rev 1.0% 1.1% 1.0% 0.9% 1.0%
Admin expenses -8.0 -9.0 -9.4 9.6 -9.7
Admin costs as % Rev 2.6% 4.0% 3.8% 3.6% 3.5%
Depreciation and Amortisation (included in admin) -1.8 -1.2 -0.9 -0.8 -0.7
EBIT 6.8 2.3 3.1 4.3 4.8
Margin % 2.22% 1.03% 1.24%  1.63% 1.74%
Finance income 3.3 2.7 3.2 1.0 1.3
Finance costs 0.0 0.0 0.0 0.0 0
Net interest income 3.3 2.7 3.1 1.0 1.2
PBT - continuing 10.1 5.0 6.2 5.3 6.0
Taxation -3.5 -1.4 -2.2 1.7 1.7
Tax charge % 35% 28% 35% 32% 29%
Declared PAT - continuing 6.6 3.6 4.0 3.6 4.2
Declared PBT - discontinued -3.9 -0.7 0.0 0.0 0.0
Declared PBT - Total 6.2 4.3 6.2 5.3 6.0
Declared PAT - discontinued -2.4 1.0 0 0 0
Available for shareholders 4.2 4.6 4.0 3.6 4.2
Dividends -2.0 -2.0 -2.2 -2.2 -2.3
Basic number of shares 164.8 164.8 164.8 164.8 164.8
EPS 2.6 2.8 2.4 2.2 2.6
DPS 1.20 1.20 1.32 1.32 1.40
Retained profit 2.2 2.7 1.8 1.4 1.9
Diluted number of shares 165.7 165.7 165.7 165.7 165.7
EPS - continuing 4.0p 2.2p 2.4p 2.1p 2.6p
EPS - total 2.6p 2.8p 2.4p 2.1p 2.6p
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Management Major Shareholders
Chairman: Peter Johnson Peter Johnson 57.4%
Managing Director: Chris Houghton BSW/IPP Trustees Ltd 9.8%
Finance Director: Martin Stewart Schroders plc 9.7%
The Johnson Foundation 3.5%
Key Dates Key Milestones

July 2006: Disposal of loan business
Annual Meeting: September 2010
August 2007: Establishment of The Park Prepayments
Interim Results: December 2010 Protection Trust, an independent trust to improve the
security of savers’ money.

October 2007: Transfer from London Stock Exchange to
AIM

May 2010: Launch of card-based flexecash®.
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Disclaimer

The conclusions and opinions expressed in the investment research accurately reflect the views of the first named analyst. Hardman & Co provides
professional independent research services and the companies researched pay a set fee in order for this research to be made available. While the
information in the research is believed to be correct, this cannot be guaranteed. There are no other conflicts of interest.

Neither Hardman & Co nor the analysts responsible for this research own shares in the companies analysed in this research note. Neither do they hold
any other securities or derivatives (including options and warrants) in the companies concerned. Hardman & Co does not transact corporate finance and
therefore does not earn corporate finance fees. It does not buy or sell shares, and does not undertake investment business either in the UK or
elsewhere.

Hardman & Co does not make recommendations. Accordingly we do not publish records of our past recommendations. Where a Fair Value price is
given in a research note this is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.

Our research is issued in good faith but without legal responsibility and is subject to change or withdrawal without notice. Members of the professional
investment community are encouraged to contact the analyst concerned.

This research is provided for the use of the professional investment community, market counterparties and sophisticated and high net worth investors as
defined in the rules of the regulatory bodies. It is not intended to be made available to unsophisticated individuals. In the UK, any such individual who
comes into possession of this research should consult their properly authorized professional adviser, or undertake one of the ‘self certified’ sophisticated
investor tests that are available.

This research is not an offer to buy or sell any security.

Past performance is not necessarily a guide to the future and the price of shares, and the income derived from them, may fall as well as rise and the
amount realised may be less than the original sum invested. For AIM and PLUS shares, it is the opinion of the regulator that risks are higher.
Furthermore the marketability of these shares is often restricted.

This document must not be accessed or used in any way that would be illegal in any jurisdiction.

In some cases research is only issued electronically and in some cases printed research will be received by those on our distribution lists later than
those receiving research electronically.

The report may be reproduced either whole or in part on condition that attribution is given to Hardman & Co, and on condition that Hardman & Co
accepts no liability whatsoever for the actions of third parties in this respect.

Hardman & Co is not regulated by the Financial Services Authority (FSA).
© Hardman & Co.
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