TERN PLC

Progressive

EQUITY RESEARCH

SOFTWARE AND COMPUTER SERVICES 11 August 2022

TERN.L
11.8p
Market Cap: £41.4m

SHARE PRICE (p)

25
20
15
10
5
0

Y &\q,\' . . R
12m high/low 23.3p/9.9p

Source: LSE Data (priced as at prior close)

Net (Debt)/Cash £2.0m (at 31/12/21)
Enterprise value £39.4m
Index/market AIM

Next news Interims Sep 2022
Shares in Issue (m) 352.1

Chairman lan Ritchie

Chief Executive Albert E Sisto
Finance Director Sarah Payne

COMPANY DESCRIPTION

Tern predominantly invests in software
companies, with proven technology, based in
the UK but with global ambition.

www.ternplc.com

TERN PLC IS A RESEARCH CLIENT OF PROGRESSIVE

ANALYSTS

Gareth Evans

+44 (0) 20 7781 5301

gevans@progressive-research.com

Tessa Starmer

+44 (0) 20 7781 5303

tstarmer@progressive-research.com

Www.progressive-research.com

FundamentalVR fundraise at material uplift

Tern’s portfolio company FundamentalVR, the immersive technology and
haptics specialist, has successfully closed the second tranche of its Series B
fundraising. This tranche adds £5m new investment to the £7m raised in the
first tranche in May, also at a significant uplift to Tern’s book valuation. The
announcement demonstrates the success of the group’s investment
strategy and hybrid VC model (see our note), delivering value from the
portfolio and reducing dependence on Tern for future funding. Tern’s stake
in FundamentalVR equity falls to 16.6% from 26.9% prior to the first tranche,
with a book value of £4.8m, up 35% on the 31 December 2021 book value
and a 62% uplift on the amount invested by Tern in FundamentalVR to date.

® FundamentalVR has raised a total of £13.2m in Series B funding from
existing and new investors, securing the £5m second tranche from a new
institutional investor at the same valuation as the first tranche.

" Tern has invested no new money in this tranche but will continue to
participate in the value creation of the business, with management seeing
FundamentalVR as “an attractive target for a trade buyer or for an IPO in
due course”. The Series B provides funding to enable FundamentalVR to
focus on accelerating its annual recurring revenue growth through
pipeline opportunities, while launching new data & analytical products
and establishing an artificial intelligence innovation centre in the US.

" FundamentalVR has focused on the commercialisation of its haptics
virtual reality simulation solutions. Social distancing and the reduction in
elective surgeries as a result of Covid-19 have accelerated the adoption of
FundamentalVR'’s solutions. Trading has been strong over the past year
with significant new business wins, long-term contracts secured and
increasing annual recurring revenues.

" The series of recent fundraisings announced by Tern will help its portfolio
companies continue to grow recurring revenues, a key metric used in exit
valuations, which should in turn help to maximise shareholder value. In
February, Tern announced a successful fundraise for Talking Medicines at
a significant uplift to book value. In late 2021, Tern introduced a strategic
investor to Device Authority and also undertook a value-enhancing
syndicated funding round for Konektio (INVMA).

This fundraise demonstrates Tern’s strong focus on maximising shareholder
value and reducing reliance on Tern for funding, and in our view is a positive
signal of success. We believe that recurring revenue growth will attract
additional strategic interest and look forward to further positive newsflow.
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Disclaimers and Disclosures

Copyright 2022 Progressive Equity Research Limited (“PERL”). All rights reserved. Progressive’s research is commissioned by the subject
company under contract and is freely available to the public and all institutional investors. Progressive does not offer investors the ability to
trade securities. Our publications should not, therefore, be considered an inducement under MiFID Il regulations. PERL provides professional
equity research services, and the companies researched pay a fee in order for this research to be made available. This report has been
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only. All information used in
the publication of this report has been compiled from publicly available sources that are believed to be reliable; however, PERL does not
guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of
PERL at the time of publication, and any estimates are those of PERL and not of the companies concerned unless specifically sourced
otherwise. PERL is authorised and regulated by the Financial Conduct Authority (FCA) of the United Kingdom (registration number 697355).

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or underwrite
securities or units. Investors should seek advice from an Independent Financial Adviser or regulated stockbroker before making any
investment decisions. PERL does not make investment recommendations. Any valuation given in a research note is the theoretical result of
a study of a range of possible outcomes, and not a forecast of a likely share price. PERL does not undertake to provide updates to any
opinions or views expressed in this document.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the United Kingdom.
It has not been prepared in accordance with the legal requirements designed to promote the independence of investment research. Itis not
subject to any prohibition on dealing ahead of the dissemination of investment research.

PERL does not hold any positions in the securities mentioned in this report. However, PERL’s directors, officers, employees and contractors
may have a position in any or related securities mentioned in this report. PERL or its affiliates may perform services or solicit business from
any of the companies mentioned in this report.

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings. In addition, the level
of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead to difficulties in
opening and/or closing positions. It may be difficult to obtain accurate information about the value of securities mentioned in this report.
Past performance is not necessarily a guide to future performance.

Breadth of coverage Analyst calibre

100+ covered across 12 2222

m ith
stocks sectors 15 o i a\:::'age 20
|| || " “ “ experience

analysts s"s's'e s o years
w
§ b of over
s o E o &l o
o o~ © o| E| B
3 E E o _o =] - \,Ilﬂxq(
g = E o3 Elo|E ‘J// \Q. industry I
- [¥] ¥ v ~
ElE|2|2|8(%|C S ¥ ARSI EXTE L
a 2 A A£Z awards

%a'.-\r\'.\-n\r'

A\
/|

To arrange a meeting with the management team, or for further information about Progressive, please contact:
Keith Hodgskiss

+44 (0) 20 7781 5300

khodgskiss@ progressive-research.com



