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Supporting investee despite tough markets

TERN.L

5.0p Tern’s portfolio company Konektio (formerly InVMA) has announced a small
but successful £0.3m equity fundraise. Tern invested just £0.1m in this

Market Cap: £19.4m round, alongside the conversion of £0.5m in loan notes. Tern’s holding in

Konektio’s equity has risen slightly to 39.9% but with a book value now of

SHARE PRICE (p) £1.0m, representing a 55% decline on the previous valuation of the

investment. Clearly this down-round is disappointing but in tough

20 conditions, and with a challenging macro backdrop, the pressure is perhaps
15 unsurprising. We note Tern’s hands-on management of the business (with
10 the recent secondment of a Tern director) and hope that future
S developments will trend positively with this additional focus.
0

' " Details of the £0.3m raise. Tern has invested £0.1m in the fundraise, with

Q,: \\I{" & N R the remainder from Konektio’s existing institutional investors Mercia and
¥ S © hid ¥ Foresight. Konektio has also simplified its capital structure, with Tern
12m high/low 16.8p/5.0p converting £0.5m of loan notes into equity at a 10%-20% discount to the
: : fundraise price. Tern’s holding has therefore risen to 39.9% with a book
Source: LSE Data (priced as at prior close) value of £1.0m, a 55% decline on the latest book value of £2.2m, as at 30
June 2022. Tern has invested approximately £2.2m in Konektio to date,
KEY DATA with Konektio valued at c.£3m on a post-money basis.
Net (De.bt)/Cash £0.3m (at 30/06/22) " Challenging backdrop. Clearly, valuations across the tech landscape have
Enterprise value £19.1m been challenged for several quarters, for reasons relating to inflation,
Index/market AlM interest rates, risk appetite and long-term value expectations. A number
Next news FY results, May of quoted private equity players are trading at material (and increasing)
SharesinIssue (m)  388.6 discounts to their historical book values, and we are seeing down-rounds
Chairman lan Ritchie being reported.
Chief Executive Albert E Sisto " Continued support of significant institutional investors. Despite the
CFO Sarah Payne challenging environment, it is pleasing to see Foresight and Mercia work
alongside Tern to fund the next phase of Konektio’s growth. We also note
COMPANY DESCRIPTION that Tern seconded director Mathew Scherba to the Konektio business in
Tern predominantly invests in software early 2023, for what is now an indefinite timeframe — suggesting a clear
companies, with proven technology, based in stepping-in to assist the investee, in line with Tern’s stated strategy.

the UK but with global ambition.

" Expectations cautious. While we do not expect any near-term rebound in
www.ternplc.com

sentiment or valuations, Tern remains well placed to help its investees
through this phase of more-difficult conditions. We hope that the group
and its portfolio will emerge stronger and with increased market shares,
as others are less capable of weathering these storms. We await further
news on Konektio and more broadly across the Tern portfolio.
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Revenue 0.1 0.1 0.1 0.2 0.1
+44 (0) 20 7781 5301 .

Adj EBITDA 0.0 0.0 0.0 0.0 0.0
gevans@ progressive-research.com Fully Adj PBT 17 03 08 08 46
Tessa Starmer Fully Adj EPS (p) -1.4 -0.1 -0.3 0.3 13

Net asset value 10.6 16.8 18.9 24.0 32.4
+44 (0) 20 7781 5303

NAV/share (p) 8.5 7.7 7.5 8.3 9.5
tstarmer@progressive-research.com PER (x) N/A N/A N/A 18.1x 3.7x

Source: Company Information and Progressive Equity Research estimates.
WWW. progressive_research.com This publication should not be seen as an inducement under MiFID Il regulations.

Please refer to important disclosures at the end of the document.
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Financial Summary: Tern

Year end: December (Em unless shown)

PROFIT & LOSS 2017 2018 2019 2020 2021
Revenue 0.1 0.1 0.1 0.2 0.1
Adj EBITDA 0.0 0.0 0.0 0.0 0.0
Adj EBIT 0.0 0.0 0.0 0.6 4.4
Reported PBT (1.7) (0.3) (0.8) 0.8 4.6
Fully Adj PBT (1.7) (0.3) (0.8) 0.8 4.6
NOPAT (1.7) (0.3) (0.8) 0.8 4.6
Reported EPS (p) (1.4) (0.1) (0.3) 0.3 1.3
Fully Adj EPS (p) (1.4) (0.1) (0.3) 0.3 1.3
Dividend per share (p) 0.0 0.0 0.0 0.0 0.0
CASH FLOW & BALANCE SHEET 2017 2018 2019 2020 2021
Operating cash flow (0.8) (0.8) (1.3) (1.2) (1.5)
Free Cash flow (1.6) (4.3) (3.8) (3.1) (4.0)
FCF per share (p) (1.3) (2.0) (1.5) (1.0) (1.2)
Acquisitions 0.0 0.0 0.0 0.0 0.0
Disposals 0.0 0.0 0.0 0.0 0.0
Shares issued 1.1 5.9 2.9 4.2 3.8
Net cash flow (0.5) 1.6 (0.9) 1.1 (0.2)
Overdrafts / borrowings (0.2) 0.0 0.0 0.0 0.0
Cash & equivalents 0.3 1.9 1.0 2.1 2.0
Net (Debt)/Cash 0.1 1.9 1.0 2.1 2.0
NAV AND RETURNS 2017 2018 2019 2020 2021
Net asset value 10.6 16.8 18.9 24.0 324
NAV/share (p) 8.5 7.7 7.5 8.3 9.5
Net Tangible Asset Value 0.0 0.0 0.0 0.0 0.0
NTAV/share (p) 0.0 0.0 0.0 0.0 0.0
Average equity 10.9 13.7 17.8 21.5 28.2
Post-tax ROE (%) (15.5%) (2.3%) (4.4%) 3.7% 16.2%
METRICS 2017 2018 2019 2020 2021
Revenue growth 8.3% 17.6% 21.5% (57.9%)
Adj EBITDA growth N/A N/A N/A N/A
Adj EBIT growth N/A N/A N/A 638.0%
Adj PBT growth (81.5%) 149.8% (203.0%) 469.5%
Adj EPS growth (89.6%) 119.2% (189.2%) 382.8%
Net asset value growth 58.3% 12.9% 26.9% 35.1%
NAV/share growth (9.2%) (2.7%) 10.0% 15.7%
VALUATION 2017 2018 2019 2020 2021
EV/Sales (x) 195.3 180.3 153.3 126.2 299.9
EV/EBITDA (x) N/A N/A N/A N/A N/A
EV/NOPAT (x) N/A N/A N/A 23.8 4.2
PER (x) N/A N/A N/A 18.1 3.7
Dividend yield N/A N/A N/A N/A N/A
FCF yield (25.1%) (39.7%) (30.4%) (21.0%) (23.5%)

Source: Company information and Progressive Equity Research estimates
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Disclaimers and Disclosures

Copyright 2023 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 |l 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. It is 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.
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To arrange a meeting with the management team, or for further information about Progressive, please contact us at:
+44 (0) 20 7781 5300
info@progressive-research.com



