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8 just Group is progressing down the all-imporiant path of monetising its IP portfolio.
in additian, it is investing to develop further its IP portfolio for the future. Following
the further development of the group the risk/reward ratioc has become more
attractive.

® e have upgraded our forecasts to reflect the increased breadth and depth of the
licensing of its IP and the Mediakey acquisition.

B just Group shares trade at a significant discount to our OCF valuation and on &
PEG of less than 0.5 for each of the next 3 years. Our DCF is based on the Butt
Ugly Martians not becoming the next Pokeman and modest long-term growth
rates: therefore additional upside exists to our forecasts and valuation.

Johnathan Barrett 020 7426 9063 johnathanb@teathers.com 30 May 2001
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Butt Ugly Martians heading for the stars

Just Group has moved on significantly since last year as the group has
made a number of advances In key areas. The group has increased the
breadth and depth of the Hcensing of its products aignificantly. This has
peen driven by the company's strong relationships with key industry
players following the improvement in awareness of Just Group and its
properties. Hasbro, Tomy, Toys “R* Us and other major
retailers/distributors are now dealing with Just Group on a regular basis.

Yeario  Tumower T&GFBT Tax 1G6G@EFS FER PE  BVIERITDA OFS  Yield
April fa il £000 o 2] x Rel 3 w %
ZO00A . T1,750 1281 260 XT3 645 248 53.6 o0 0.0
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22 E az.150 G517 280 048 Z0p 8o 114 oo 0.0
2003 E 81,700 14850 280 1.08 a2 45 8.1 0.0 0.0
Merkef cap: £85.3m Debtf By £8.5m 12m High'bow: 145.1pf5p

Shares In lssve:  1011m Intersst covar, WA Mext resulis: Finale {July 9}

B Most Importantly for investors we have upgraded cur PBT forecast by 256%
for FY2001 (excluding the Mediakey acquisition). The Medlakey acquisition wili be
sarnings enhancing in 2001. This bodes well for fulure accuisitions sholld any
attraclive opportunibes materalise. We have upgraded our numbers to reflect the
growing breadth and depth of the Intellectual property partfolio {(IPR) porticlio that
Just is developing and & number of new contracts agreed across the [P portfollo.
Qur FY2001 profit forecast for Just Group {ex Madiakey) rises from PBT of £2.34m
to £2.93m (2000 £1.29m). We estimate that Marshall Publishing {formerly
Mediakey) will contribute an operating profit of £0.4m in 2001, Qur EPS forecast
rises from 0.23p to 0.29p for FY2001.

= ‘We have also upgraded our Just Group PBT forecast for FY2002 and FY2002.

M Just has increased its marketing and development spend in 2001, but this is
forecast to be the peak year and will dedline from 2002 onwards. The Key areas
are the scaling up of the Bult Ugly Marttans propery and investment in a U3
presence, which any serious gloka! IP company must have.

®  The artival of David Newcombe {new Flnance Director) fits well with the growth
of the company. Davig can take the group through the next level of growth. He has
identified key areas for improvement which means further pregress for the financlal
management of the company.

®  Overall the business has matured suhstantially since last summer and is
now set to menetise the value it is creating over the coming years. Beyond this
the company's ability to develop {from scratch) new 1P to add to its partiollo will
drive growth and sirengthen the investment proposition further. Add to this the hit
potential of Butt Ugly Martlans {to which Just already has a follow up ptanned)
artd the upside is considerable.

"  We re-iterate our BUY recommendation following the strategic development
of the group, the improvement of the flnancial eutivok and the Increase in
our DCF valuation to 35.6p per share.
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Executive summary

Just Group has moved on significartly since last year as the group has made a
number of advancas In key areas. The group has increased the breadth and depth of
the licensing of its products significantly. This hes been driven by the companies’
strong relationships with key Industry pleyers following the improvement in awareness
of Just Group and its propedies. Hasbro, Tomy, Toys “R* Us and other major
retailersfdisiributors are now dealing with Just Group on a regular basis.

The irwestment in a US showroom (in New York) and an office (in New Jersey) sheuld
help drive forward Just Group’s market position and improve opportunities further.

The develepment of the portfolio is on track and continues te drive the number of
potential opportunities for merchandising of Just's IPR. Examples of this Include the
European Burger King premofion agreement, Gosh distribution agreement and the
Hasbrog licensing agreement. In addition the risk of the business has reduced further
as the diversity of the revenue streams has grown. Thiz makes Just Group an
attractive growih origntated investment.

tost importartly for investors we have upgraded cur PBT forecast by 25% for FY2001
{exciuding the Mediakey acquisition} The Medlakey acquisition will be earnings
enhancing i 2001, This bodes well for future acyuisitions should any altractive
opportunities materialige.

The arrival of David Newcombe (new Group Finance Director) fits well with the growth
of the company. David can take ihe group through the next level of growth. He has
identified key areas for improvement which means furlher progress for the financial
management of the company.

Owvearall the business has rmatured significantly since last summer and is now set to
monetise the value it is creating over the coming years. Beyond this the companies’
abllity to develop (from scrateh) new IP to add to its portfolio will drive growth and
strengthen the investment propesition further. Add to this the hit potential of Butt Ugly
Martians (to which Just already has a follow up planned) and the upside is
conziderable.

Revised forecasts

We have upgraded our humbers to reflect the growing breadth and depth of the IFR
portfollo that Just is developing and & number of new contracts agreed across the IP
portfolin. We have upgraded cur FY2001 profit forecast for Just Group {ex Media Key}
from Operating Profit of £2.22m to £2.8m (2000 £1.27m). Medizkey now trades as
Marshall Publishing and will eventually sit within Just Publishing as a separata division.
We estimate that Marshali will contribute an operating profit of £0.4 in 2001,

Mediakey will be merged with Just Publishing and wilf not be separable from 20062
onwards; therefora our upgraded forecasts include a contributicn from Mediakey and

are az follows:
FY 2002 FY 2002 FY 2003 FY 2003
£000 Olei MNaw Old How
Qperating Prefit &,.300 6 8587 7420 14,000

including the Mediakey acquisition we forecast an operafing profit of £2.2m. Qur EPS
is upyraded to 0.28p from 0.21p for 2001 (200C 0.14p), downgraded to 0.48p from
0.52p for 2002 and upgraded to 1.12p from 0.75p for 2003.

Although operating profit has been raised the dilutive effect of the share issuance from
2001 slightly reduces our eps for 2002. The extra capital will be invested In 2002 and
should benefit 2003 eps.

These numbers conflrm that the Mediakey acquisition hag begn earings enhancing in
3001. The company stated that it would be eamings enhancing in its first full financial
year, Therefore the target has been achieved ahead of schedule.

Forecast revenue growth in 2002 is driven by the Censumer Products and Audicfvisual
segments where the sales of Bult Ugly Martians gonsumer producte and videos will be
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Costs attacked at Marshall

sfrong. Revenue growth in Consumer Products will also be cantributed o by properties
such as MacDonald's Farm and Star Hill Ponies. Pinky & Perky and The Diddleys
could also make significant contributions Ih 2002

Margins vary congsidershly over the forecast years and will continue to do so as
different agreements can have substantizlly different characteristics. Cartain
agreemenis in particular distart margins as all revenue is booked as profit.

Juat has increased its marketing and developrent spend in 2001, but this is forecast to
be the paak year and will decline from 2002 onwards. The key areas are the scaling up
of the Butt Ugly Martians properly and Investment in a US presence, which any serious
glekal 1P cempany rmust have.

The Marshall Publishing business has had a 38 {out of 8} head-count reduction
gready. Further ovarhead savings will be made when Just Groups' London based
buzineszes and Marshall Publlshing are put inte one unit aver the summer, Disposal of
the exlsting lzase should produce an exceptiongl gain {reflected in our 2002 F51). The
businesees will be moved into a prime London Iocated property. NatWest Bank wilt
finance the £8m acquisition of the freehold. Both busingsses will benefit from Improvec
faciltes and a London location. This will alse reduce significantly the propery
ocoupancy costs for the Group.

A £2.5m cash injection to Marghali Publishing was required to provide working capital
to facilitate the publication of books based on Just Group’s properties such as Buft
Ugly Martians and MacConalds Farm. Marshall also has a number of exciting major
properties under devefopment both television kroadcast and non-ielevision broadeast
led. In addition £4.5m of debt was assumed by Just on the acquisition and has been
paid down contribufing fo the change in the cash flow. The funds required for Marshall
during 2001 have been included in the cash flow as acquisitions as they form part of
the ona-off acquisition investment. This gives a clearer picture as to the real
investment made in Medlakey and the real change in the underlying working capitat.
We have broken out in our forecast cash flow staterment the estimated Inteflectual
Propery asset capital expanditure.

In order to improve working capital the new finance director hag plans to improve cash
flow from deblors. In addition a clearer policy covering required retums on investment
for new projects will be adopted.
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JUST GROUP
Profit & Loss Forecasts
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Cash flow forecasis
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Fecus maving In the UK te
merchandlsing

Revanuas driven by...

Management update

David Newcombe joins as new Finance Director. This additional management rescurce
will free up time, which is valuable as Just Group continues to grow quickly.

David Newcombe was previously Group Finance Director at Sharpe & Fisher (87-90)
and at Philip Hards {90-92}. in 1992 David became Group CEC of Philip Harrie ahd
then Group CEC of Movara in 1897 (follewing the merger of Noitingham Group and
Philip Hariis which created Novara). Hig experience encompasses a number of
aoquisitions and a merger as well as the development of an e-commerge strategy.
David has helped create significant shareholder value previously and should be an
asgset to the company.

Property development update

Butt Ugly Martians

Butt Ugly Martians is get to be the major boye property in 2001.The properly is aimad
at the boys 4-8 market ang i3 television broadeast led. Butt Ugly Martiang has the
potentlal to be an intermaticnat blockbuster in its own right. The first series of 13
has been stiown in the UK en CITV {aunched on the 19™ Febroary) and has been a
success. It has exceeded 40% audience share it the target audience. The lsunch was
supported by vides's, magazines and bools.

A second serles of 13 episodes is being produced (and has nearly been completed)
and is expected to be broadcast in the autumn {date to be confimed).

The plan for the UK in between the firat and second series i3 to work with CITV [h
producing a themed Martian week to keep the propertles profile up in particular via
property linked compatitions. This activity shoutd help maintain, if not boost the already
high 85% brand recognition that the property has in its target market.

US broadoasts commence on 11™ September. Sache Entertainment has dealt with
syndication in the US and have schieved 87% coverage so far. The following
broadcasters have been signed up Internationally (most will commence airing around
the Aulumn period}.

Territory “hannels
LsA Wamar Brothers, Fox and UPN
Australia Natwark 10
Alsiralla {Catble/Satellite} Fox Kids B
Gemany/Austia/Switzerland Super RTL T
by Mediaset ”
MNew Zaaland TVMZ
hglngapura TW12 Kids Central
T Cv )

The Consumer Markeiing Strategy in the UK is built around & summer activity program
centred on consumer and retailer based promotions. The Sun and News of the World
will take part in promofionz, Pertnership promotions with vatious food companies wil
take place in the second half of the year All campalgns wil focus on
marchandising following the very successful broadeasting activity.

The growth driver of revenue in 2002 witl be Consumer Producis, as & very large range
of Bult Ugly merchandise will bacome available. A significant number of contracts have
been sigrnad with external licensees for products such 9 apparel, confectionary and
watches as well as agreements with Burger King across Europe for promaotion and with
Gosh for distiibution. Hasbro has slgned a worldwide master toy licence focusing on 2
kay products, the 6" articulated figure and the 1.5 collectable figurines which will be in
retail stores for Christmag, Just will generate profit from these Loys.



JUEST GROUP

T‘G TEATHER & GREENWOOD

The next Pokemon?

The bread range of ligences mean Just is not exposed to one particular contract and
the Butt Ugly property is forecast to make up only 30% of Just Group profit in 2001
{bssed on our very conservative forecasts that do not assume Butt Ugly becomes the
next Teenage Mutant Minje Turlles). Agsin, the diversity of the properly revenus
streams adds to the quality of the business,

Investors wili continue to seek indications ag to whether the Butt Ugly Mariians can
become the next Pokemon, Teenage Mutant Ninja Turtles, or Power Rangers. Even if
Butt Ugly Martlans does not bacoms the next Pokeman, it will have a substantlal
effect on tihe earnings of Just Group and further strengthen ihe already strong
portfolio. Cur forecasts do not factor In the hit potential of Butt Ugly Martians.
Therefore congiderable upside exists with. respect to this property.

JallabiesfJellikins

This pre-school property Is either being or will be broadcast in 40 territories. At present
the property is in the top 2 of pre-schoo! properties in Germany and Hollend and is
broadcast on channels such as Fox Kids and SuperiRTL. Jellables is a long-term pra-
school based property that complements the Just Group IPR portfolio well. Woolworths
and W.H.Smiths are stocking merchandlse.

The Diddlys

This pre-school product was acquired with the Optical business in 2000,
150x10minutes episcdes are In pre-production. Opfical Image (acquired in 2000) will
produce the 3D CG) based serigs. Optical Image is able to produce this cheaper than
an quiside entity and fherefore show its worth to the group other than through creative
means.

The bullk of revenue from the Diddlys in FY2002 wil come from Entertalniment and
Licensing seles and then growth should follow through in Consumer Products in
FY2003. '

MacDonald's Farm

This property was acquired with the Abbey business in September 1899 and targets
fhe pre-schoot education diiven market and [z backed by the Pre-school Learning
Aliiance, & registered charity covering 750,000 pre-schoolers, equivalent to arcund a
quarter of the polential population. The programme is broadcast in the UK at present
ard the company hopes to extend thiz acress infemationally.

Revenus wil continue to grow over the long ferm {we estimate a group revenue share
of 7/8% in 2002) as this properly is orentated towards longevity and therefore helps
balance the Just Group portfolio. Marketing will be driven by physlcal in-store
Toys'R'Us based “McDonald's Fam's” to support the sale of merchandise during the
summer a3 well as through naional press exposure. Teseo will also form part of the
ratail program.

Baby Bright

This product is being markeied in conjunction with Toys R Us and has been
developed togethar with the Head of Neurocognitive Sciences at Great Ormond Sireet
Hospital. it is aimed at the 0-12 month baby market. Currently the US market |s
dominated by “Lamaze” and it is this product thet Baby Bright will compete with.

The product is based on videos and CC’s that help develop babies’ cognitive skills. At
nresent Videos are being distributed in the UK and US. Thig product is selling well and
could become a major intemational long-tarm property, further enhancing the velue of
Just's PR portiolin.

Wide Eye _

Developed by Marshall Publishing and brought to Just Group through the acquisition of
Mediakey, this product is a pre-schoo! ieaming aid sold deor-to door. This property can
he expanded to Tafavizion and pilots have been produced.
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Star Hill Ponies

This property is aimed at the glrls market, i3 non-fantasy and is monitored and
supported by the Pony Club. The first television serles of 12210m episodes is currently
licensed to the BBC and the second eeries is in production. Revenues here will be
drivan by merchandising from Just Consumer Products. Retallers Thelude Argos,
Waolworths and Toys'R'Us.

Pinky & Perky

Just Group acquired the rights to this classic IP some time ago and has moved the
oroject on {o pilot programmes being produced with Plangt 24. These will be previewead
at the Edinburgh Fastival. Pinky and Perky will support Breast Cancer Research.

QOther Properties

Whilst Butt Ugly Martians could be a property with a long profitable life the company
is not resting an its laurels and is already planning another new 3D CGI boys
proparty. This forward thinking portfolio spproach fo [P it a cormerstone of Just
Group's strategy and one that any serious IP company should adept.

Just Group also possesses a stable of other properfies thet were acquired with Abbey,
Cptical and Mediakey, which can be developed in ths future.
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Valuation

Whilst it is important to understand the relative valuation of similar companies in the
sector, PE ratios and EV/EBITDA are not the most appropriste valuation method for
companias that are only worth what can be generated from the exploitation of their
intellactual property rights (PR} portfollos. Therefore we recommend investors
evgluale the IPR exploitation companies o a DCF basis and use a PEG ratio to give a
guide as to the relative value of the growth rates of the peer group.

Discounted Cash Flow

Using a WACC of 9.33% we calculate that Just Group shares are worth 33.8p per
shars. Just Group shares (9.7p) are quite clearly trading at a significant discount to cur
revised DCF valuation (which we have amived at using modest growth rates post
2003}.

We hava elected to apply a modified BETA to our calculations ss the BETA historically
has fluctuated considerably and cannot be said to be representative of the group’s risk
profila. We therefors apply & BETA of 1.1 o reflect a 10% risk premium over the
market which takes into account the risk of a fast growing small company, whilst
recognising the quality {breadth and depth) of the IPR pertfolio and the companies

growth track record.

Rizk Fres Rate 4.92% | Long Term Growth Rate 5%

Markat Risk Pramium 4.00% | WACC . B.25%

Beta 1.10 | Cash {Deit) £1.71%m

Cost of Equity £.33% | bong Term Opearating Margin 24 3%

PEG ratio
Btock Price p | P/E'01 | PEG "1 | B/E 02 | PEG '02 | P/E 03 | PEG '03
Guiizne Entartainmant gin] 318 139 2713 158 2357 1.56)
Entertalniment Rights 21.5 457 0.0y 2588 Q.38 nia nia
HIT Entertainment TG 84,7 1861 3279 Q.20 21.09 038
Hust Group 8.7 334 036 21.09 0,36 6.15 0.07
Winchester Entertainmeant 197] 17.04 0.20 1{!,91 0.2 g néa

Source: Marfel CongsensusiHemseot

In bread terms the PEG ratio compared with the peer group suggests that Just Group
is attractive. It certainly falls far below the fraditional value benchmark of a PEG of 1,
and also has an attractive P/E compared with the peer group. The P/E relative ta the
market falls to 85 for FY2002.

When Just Groups strong growth record and quality IPR porifolio ks taken into
account the attractions of the valuaticn on both a DCF and PEQ ratio are high.

i
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