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Chair’'s Statement

Dear Shareholder

The past year has been characterised by focus, discipline and progress against our core objective: converting the
value built across our portfolio into tangible returns for shareholders.

Against a continued challenging environment for venture capital, particularly for listed vehicles, we have taken
decisive steps to align our strategy with both market conditions and shareholder priorities. Rather than relying on
ongoing capital raises to fund new investments, we are focused on our existing portfolio, where we believe
opportunities for value realisation are developing.

Our portfolio is maturing and we believe it is approaching key inflection points. Each of our core investments
continue to progress towards potential strategic outcomes. FundamentalXR and Device Authority are advancing
towards liquidity pathways, while Talking Medicines is gaining traction as a differentiated artificial intelligence
("Al") led business. We have seen increasing external interest in Talking Medicines reflecting its commercial
progress and positioning within Al-driven healthcare data, analytics, and decision intelligence.

Al is a dominant theme across the global technology landscape. Importantly, our portfolio companies are not
addressing Al as a concept alone, but applying Al, machine learning ("“ML") and natural language processing (“NLP”)
within their products and services, with the aim of enhancing product capability, supporting customer adoption
and maintaining competitive positioning. This emphasis on applied use cases is intended to drive our portfolio
companies’ relevance to customers, investors and potential acquirers.

Our role as an active, hands-on investor remains central to this progress. We work closely with our portfolio
companies, alongside co-investors and strategic partners, to support commercial execution, encouraging
technology adoption, and help guide strategic direction. This approach is designed to support value creation and
maintain our position wherever possible within key investment syndicates.

We have not completed exits during 2025 or to date in 2026. The Board believes this reflects timing rather than
a lack of underlying progress, and that our portfolio companies are continuing to progress towards transaction
windows.

Shareholders will note that the reported fair value of our investment portfolio reduced during the year. Importantly,
we are only appraising the value of Tern's holdings and not the entire portfolio company.

During 2025, we enhanced our valuation approach to better reflect the value of Tern's actual holdings in each
company, rather than relying primarily on broad company-level valuations. This more detailed method looks at
what our specific holdings are realistically worth in different future scenarios.

In doing so, we have taken into account a range of factors that can affect how much value may ultimately flow to
Tern, including:

® thetype of shares or convertible loan notes that we hold and the rights attached to them,
® the presence of other investors with preferential rights,

® potential dilution from future funding rounds, options and warrants, and

® theimpact of recent and prospective bridge financing.

Bridge financing is particularly important. These are typically shorter-term funding instruments used by portfolio
companies to support growth between larger funding rounds or potentially ahead of a liquidity event. While they
are often essential to sustaining momentum and unlocking longer-term value, they can also introduce additional
valuation complexity. For example, they may carry preferential terms, conversion mechanics or discounts that
can affect how future value is distributed among shareholders. As a result, while bridge funding can help a
company reach a more valuable outcome, it can also reduce the proportion of that value attributable to existing
shareholders, including Tern, depending on how those instruments convert.

The combined effect of applying this more realistic, shareholder-specific valuation framework has resulted in a
reduction in the reported carrying value of the portfolio.
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Chair’'s Statement

continued

However, the Board remains confident that the portfolio continues to hold significant long-term value. Our focus
is on supporting portfolio companies to reach key milestones and ultimately converting this underlying value into
realised returns for shareholders through future liquidity events.

Maintaining appropriate capital has been an important priority. Capital raised during the year, and post period end
has enabled us to support certain portfolio companies at critical stages. This is intended to help protect value for
Tern and maintain these portfolio companies’ competitive position. We are grateful for the continued support of
our shareholders.

As we move towards value realisation, our capital allocation approach has evolved. We intend to balance returning
capital to shareholders following a material portfolio exit with selective reinvestment, primarily within our existing
portfolio companies where we have greater visibility.

Reducing the gap between Tern's share price and the underlying value of the portfolio remains a key priority for
the Board. Progress in this area will depend on both delivery through exits and clear evidence of value creation,
and improved communication. During the year, we enhanced our shareholder engagement, including the
introduction of a dedicated advisory role, to better understand investor perspectives.

Looking ahead, our priorities for the coming year are:

® Advancing portfolio companies towards liquidity events, including trade sales, or other realisation
opportunities;

®  Supporting the adoption of applied Al, ML and NLP across the portfolio
®  Supporting commercial execution and growth, with a focus on revenue development and partnerships;

® Maintaining disciplined capital allocation, balancing reinvestment with returns of capital following a
material exit;

®  Seeking to maintain or strengthen our position where possible within key investor syndicates, and

® Enhancing shareholder communication to improve market understanding of portfolio progress and
underlying value.

We believe the Company is entering an important phase as the portfolio continues to develop. While outcomes
remain subject to market conditions, we consider that the progress made to date provides a basis for future value
realisation.

The Board remains focused on delivery, and on seeking to generate returns for shareholders.

On behalf of the Board, | would like to thank you for your continued support.

Jane McCracken
Non-Executive Interim Chair
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Portfolio Companies and Holdings

As at 31 December 2025

Device Authority Limited (“DA” or “Device Authority”)

Valuation £3.9m

Equity ownership 26.6% (before any dilution on exercise of share options and not including convertible loan notes held)
During the year, Device Authority continued to strengthen its position as a provider of identity solutions for the
Internet of Things (“loT"), with its KeyScaler® platform increasingly recognised as a scalable solution for securing
devices and data across automotive, medical and industrial sectors.

The company has made good progress in executing its strategy to transition towards a software-led, recurring
revenue model through its KeyScaler-as-a-Service (“KSaaS") offering. Platform adoption continues to scale, with
growing levels of device authentication and transaction activity demonstrating increasing operational deployment
by customers and validating the platform’s ability to support large-scale 10T environments. Increasingly larger
enterprise customers are looking for a dedicated software cloud service environment managed by Device Authority.

Commercially, DA has continued to build momentum through expansion within existing accounts, with customers
moving from initial deployments into production and broader rollouts. This has driven strong growth in orders
from existing customers, underpinning a high level of net revenue retention and reflecting the effectiveness of the
company’s “land and expand” strategy.

The business has also continued to secure new customer engagements and progress a growing pipeline of
opportunities, although enterprise sales cycles remain complex and elongated given the technical nature of
deployments. Strategic partnerships remain a key component of go-to-market execution, including ongoing
collaboration with major ecosystem participants to deliver integrated identity security solutions to loT and
operational technology environments.

During the period, DA further evolved its product strategy to address the emerging “machine identity” and non-human
identity ("NHI") security market. The enhancement of KeyScaler to include Al-driven risk scoring, compliance monitoring
and automated lifecycle management positions the platform to address increasing regulatory requirements and the
growing importance of zero trust architectures across connected devices.

Overall, Tern considers that Device Authority continues to demonstrate progress in transitioning to a scalable
Software as a Service (SaaS)-led business model, with increasing validation through repeat customer expansion,
platform utilisation and alignment to key market trends in loT security and machine identity management.

Post year end on 22 May 2026, Tern invested US$280,000 (approximately £209,000) in new unsecured convertible
loan notes (“CLNs") issued by Device Authority. The CLNs carry an interest rate of 8 per cent. per annum, which is
payable only on a redemption. On a fundraising of at least USS5 million (a “Qualifying Fundraise”) undertaken by
Device Authority the principal amount of the CLNs automatically converts into the most senior class of shares issued
at a 25 per cent. discount to the fundraising price. On a fundraise of less than USS5 million (a “Non-qualifying
Fundraise”), conversion may occur with the consent of the noteholder majority. If neither a change of control nor a
Qualifying Fundraise has occurred by 23 July 2027, the CLNs mature and are redeemable at principal plus accrued
interest. In the event of a change of control prior to maturity, the CLNs are redeemable at a three times multiple to
their face value plus accrued interest.

FVRVS Limited (“FXR”)

Valuation £1.6m

Equity ownership 10.3% (before any dilution on exercise of warrants or share options)

During the year, FXR completed a strategic rebrand from FundamentalVR to Fundamental XR, reflecting its
evolution into a broader extended reality (“XR") and Al-enabled platform for scalable medical training and
commercial enablement.

The Company is transitioning from a project-led model to a platform-based approach, combining immersive
simulation, haptics and data analytics with Al-enabled coaching and assessment. This shift is designed to reduce
deployment friction, accelerate adoption and increase recurring revenues.
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Portfolio Companies and Holdings

continued

A key differentiator is FXR’s Al-enabled coaching capability, which moves training from episodic sessions to
continuous, data-driven learning. The platform provides real-time performance feedback, identifies skill gaps and
enables measurable competency tracking at scale, supporting improved clinical outcomes and more effective
product adoption for customers.

The benefits of this approach are reflected in strong levels of repeat business, with initial engagements expanding
into broader, multi-programme deployments. This “land and expand” model continues to deepen customer
relationships and increase lifetime value.

Overall, Tern considers that FXR enters its next phase with a clearer platform strategy, increasing customer
validation through repeat engagement, and strong positioning to capitalise on the growing adoption of Al-enabled
immersive training solutions.

Talking Medicines Limited (“TM” or “Talking Medicines”)

Valuation £1.7m

Equity ownership 23.8% (before any dilution on exercise of share options and not including convertible loan notes held)
Building on strong momentum in 2024, Talking Medicines entered 2025 focused on scaling its specialist Al and
predictive intelligence capabilities across the US and UK pharmaceutical markets. This is driven by increasing
demand from pharmaceutical companies and healthcare communications agencies for more effective,
evidence-led engagement with physicians.

The market opportunity is both significant and urgent. Pharmaceutical companies currently spend approximately
USS$24 billion™ annually in the US on physician-focused marketing, yet much of this remains inefficient due to a
lack of real-time insight into whether messaging is influencing prescribing behaviour. TM's goal is to directly
address this ‘messaging blind spot,” providing actionable intelligence where billions of dollars of marketing spend
are atrisk.

The Board believes the next phase of Al adoption will be driven by domain-specific, regulation-ready solutions
rather than general-purpose Al models alone. TM is well positioned within this shift. Its proprietary DrugVoice
platform and Predictive HCP (Health Care Practitioner) Intelligence capabilities combine curated real-life data with
predictive analytics to deliver differentiated insight based on the “voice of the physician”

Central to this offering is TM's Message Resonance Score™, which enables customers to predict, measure and
optimise the impact of messaging on physician behaviour. The Board considers that this capability is increasingly
positioning TM as a category leader in “predictive intelligence” for pharmaceutical marketing.

The company continues to strengthen its defensible position through its expanding intellectual property portfolio,
including two patent families supporting its proprietary data and modelling capability, alongside ongoing innovation
through TM Labs.

Commercially, TM is executing a focused “land and expand” strategy targeting independent, data-driven medical
communications agencies in the US, a fast-growing segment that offers both near-term revenue opportunities
and access to broader pharmaceutical markets.

With a clear product-market fit, growing commercial traction and exposure to structural growth in healthcare Al,
the Board believes TM is well positioned to deliver continued progress and represents a high-potential asset within
the portfolio.

On 12 December 2025 the Company was issued with approximately £230,000 of new CLNs by Talking Medicines
in return for Tern having agreed to cancel existing short-term loans aggregating to approximately £180,000
provided by Tern to Talking Medicines during 2024 and 2025. In addition, post year end on 26 May 2026 the
Company was issued with further CLNs with a principal value of approximately £270,000 in return for Tern having
agreed to cancel existing amounts owed to Tern by Talking Medicines aggregating to approximately £87,000 and
Tern investing a further approximately £48,000 of new funds.
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The CLNs carry an interest rate of 10 per cent. per annum and the CLN's principal amount and accrued interest
are convertible on either an exit or a fundraising of at least £2 million undertaken by Talking Medicines, in both
cases at a 20 per cent discount to the exit or fundraising price. If neither an exit nor a relevant fundraising has
taken place, the CLNs will mature on 21 November 2029.

As at 31 December 2025 Tern had a CLN holding of approximately £0.52 million in Talking Medicines. The holding
increased to approximately £0.79 million on 26 May 2026.

" Research and Markets: Healthcare Advertising Market Report 2026.

Other

Aggregate valuation approximately £0.2m

As at 31 December 2025 the Company held 213,415 shares in Sure Ventures plc, which is a venture capital fund
which invests in early-stage software companies in the rapidly growing technology areas of artificial intelligence,
augmented reality, virtual reality and the 10T. The Sure Ventures plc shares are listed on the Specialist Fund
Segment of the London Stock Exchange, and had a value of approximately £149,000 at the closing price on
31 December 2025.

The Company has a small holding in DiffusionData Limited which provides real-time data streaming technology
that enables organisations to deliver instant updates across applications and digital channels, supporting dynamic,
data driven user experiences. Despite efforts during 2025, the company was unable to secure sufficient additional
funding to support its path to profitability. Accordingly, in early 2026, its shareholders approved the sale of the
business to TSS, a Dutch IT group, for total consideration of approximately £1.3 million. Given Tern's minority
holding, proceeds attributable to Tern are immaterial.
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Strategic Report

Delivering Long-Term Shareholder Value

The Company’s strategy is centred on identifying, supporting and realising value from high-potential technology
businesses, with a particular focus on the loT and adjacent sectors. The Board's priority is to balance disciplined
capital allocation with active portfolio management to maximise long-term shareholder returns.

While market conditions during the year continued to present challenges, particularly in relation to funding availability
and valuation volatility, the Company has remained focused on strengthening its portfolio, supporting key
investments through critical development stages and positioning assets for future realisation.

Value creation is driven through a combination of strategic involvement, capital support and ecosystem development
across the portfolio. The Company maintains close engagement with portfolio companies, working alongside
management teams to accelerate commercial progress, strengthen governance and prepare for funding or exit events.

Active Portfolio Management and Realisation Strategy

The timing and route to realisation remain key drivers of shareholder value. The Company adopts a flexible approach
to exits, recognising that optimal outcomes may be achieved through a range of pathways, including trade sales,
strategic partnerships, secondary transactions or public market events.

Given current market dynamics, there is an increased focus on:

®  Supporting portfolio companies to reach value inflection points

®  Aligning funding strategies with realistic market conditions

®  Preserving ownership positions where appropriate and when possible
® Identifying opportunistic liquidity events

The Board continues to assess realisation opportunities across the portfolio, balancing near-term liquidity with the
potential for enhanced long-term value.

Risk Management and Internal Control

The Board recognises that effective risk management is fundamental to protecting and enhancing shareholder
value. It maintains oversight of the Company’s risk framework and ensures that appropriate controls are in place
to support the execution of strategy.

A comprehensive risk register is maintained and reviewed at least quarterly, assessing risks based on likelihood,
impact and the effectiveness of mitigation measures. This process is supported by regular reporting from
management and the Company’s committees.

Senior management conducts monthly reviews of portfolio performance, funding requirements and strategic
progress, enabling early identification of risks and timely intervention where required.

While uncertainty is inherent in early-stage investing, the Board believes that the Company’s structured approach
to risk management provides a strong foundation for navigating market volatility.

Principal Risks and Value Considerations

Maximising portfolio value

Context
The Company’s ability to deliver returns is dependent on successfully growing and ultimately realising value from
its portfolio.

Investor Consideration

Valuations remain sensitive to broader market conditions, and the timing of exits can significantly influence realised
returns.
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Approach
The Company mitigates this through active portfolio engagement, disciplined capital deployment and continuous
evaluation of exit opportunities.

Funding environment and capital discipline

Context
Access to follow-on funding remains a critical factor for early-stage companies.

Investor Consideration
Constraints in capital markets may impact growth trajectories, ownership levels and valuation outcomes.

Approach

The Company adopts a selective approach to follow-on investment, ensuring capital is deployed where it can
generate the greatest risk-adjusted return. Participation in future funding rounds is discretionary and aligned with
strategic priorities.

Portfolio concentration

Context
A proportion of value is concentrated in a small number of key investments.

Investor Consideration
Performance of these assets has a material impact on overall returns.

Approach
The Company seeks to balance concentration, reflecting conviction in high-potential assets, with a longer-term
strategy that would include diversification.

Early-Stage investment risk

Context
Investments are typically made in companies operating in emerging or disruptive sectors.

Investor Consideration
These businesses carry inherent execution risk, including technology development, commercialisation and funding.

Approach
The Company applies rigorous due diligence, maintains active involvement in portfolio companies and leverages
its experience to support growth and mitigate risk.

Talent and execution capability

Context
Value creation is closely linked to the strength of both the Company’s team and portfolio company leadership.

Investor Consideration
The ability to attract and retain talent is critical to execution.

Approach
The Company aligns incentives with long-term value creation and maintains a strong focus on governance and
leadership within the portfolio.

Cyber security and technology risk

Context
Technology-driven businesses are exposed to cyber and data risks.

Annual Report and Accounts 2025 9



Strategic Report

continued

Investor Consideration
Security breaches could impact operations, valuation and reputation.

Approach

The Company promotes robust cyber security practices across its portfolio and monitors compliance on an
ongoing basis.

Liquidity and capital position

Context
The timing of cash inflows from realisations is uncertain.

Investor Consideration
Liquidity impacts the Company’s ability to support portfolio companies and maintain ownership positions.

Approach
The Company maintains prudent cash management, regular forecasting and seeks flexibility in accessing capital
markets.

Macroeconomic and market conditions

Context
Inflation, interest rates and geopolitical developments continue to influence investment markets.

Investor Consideration
These factors may affect valuations, funding availability and exit conditions.

Approach
The Board actively monitors market conditions and adapts strategy accordingly, with a focus on preserving value
and maintaining optionality.

Outlook

Despite ongoing market and other uncertainties, the Board believes that the Company is well positioned to deliver
long-term value.

The portfolio contains a number of assets approaching key commercial and strategic milestones, which may
present opportunities for value realisation as market conditions improve.

The Company remains focused on:

Advancing portfolio companies towards value inflection points

Maintaining capital discipline and liquidity flexibility
® Actively managing exit opportunities

® Delivering sustainable long-term returns for shareholders

Overall Position

The Board considers that the Company’s strategy, combining active portfolio management, disciplined investment
and a flexible approach to realisation, provides a strong platform for value creation.

While external conditions remain challenging, the Company’s focus on quality assets, strategic engagement and

capital efficiency underpins the Board's confidence in delivering shareholder value over the medium to long term.

Section 172 statement

In discharging their duties under section 172, the Directors consider the long-term consequences of decisions and
have regard to the interests of key stakeholders, including shareholders, portfolio companies, employees and advisers.
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The Directors recognise their duty under section 172 of the Companies Act 2006 to promote the long-term success
of the Company for the benefit of shareholders as a whole, while having regard to the interests of wider stakeholders
and the broader consequences of decision-making.

In carrying out their responsibilities during the year, the Board considered the long-term implications of strategic and
operational decisions and sought to balance the interests of shareholders, portfolio companies, employees, advisers
and other stakeholders within the context of the Company's financial position, investment strategy and governance
responsibilities.

Stakeholder considerations form an integral part of the Board's decision-making framework and are considered
alongside financial, operational and governance factors when evaluating significant matters. In doing so, the Board
seeks to balance the long-term interests of shareholders with the Company’s broader stakeholder responsibilities,
governance obligations and financial sustainability.

Stakeholder Engagement Matters considered

Shareholders RNS announcements, AGM, liquidity management, potential shareholder dilution,
direct engagement, shareholder timing and value of portfolio realisations, governance
adviser effectiveness and capital allocation priorities

Portfolio companies Board interaction, reporting, funding support requirements, strategic growth
strategic support initiatives, operational performance and valuation
considerations

Employees and ongoing communication and retention of key personnel, alignment of remuneration
management remuneration discussions with shareholder outcomes and implementation of cost
management initiatives

Advisers and service regular engagement with regulatory compliance, governance developments,
providers NOMAD, broker, auditor and financing matters and market communications
legal advisers

Key decision Stakeholder considerations

Implementation of cost reduction  Consideration was given to preserving the Company's cash resources,
measures, including reduction in  supporting operational sustainability and aligning management incentives
Board and management  more closely with long-term shareholder outcomes

remuneration

Assessment of portfolio valuations ~ Consideration was given to prevailing market conditions, performance and
funding outlook of portfolio companies, and the impact of valuation
assumptions on shareholder value and financial reporting integrity

Decisions on follow-on investments  Consideration was given to available liquidity, risk profile of investments and

and capital allocation the Company’s ability to meet future funding commitments

Consideration of funding options, Consideration was given to the balance between preserving financial flexibility,

including equity and debt minimising shareholder dilution and maintaining sufficient liquidity to support
the Company’s strategy

Board composition changes Consideration was given to maintaining appropriate governance oversight,

Board independence, succession planning and an appropriate balance of skills
and experience

The Board also recognises the increasing importance of environmental, social and governance considerations in
supporting responsible business practices and long-term value creation.

Further details on stakeholder engagement are set out in the Corporate Governance Statement.
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Financial Review

2025 was a year of significant strategic activity across the portfolio as our investee companies continued to
operate within rapidly evolving Internet of Things ("loT"), cybersecurity and artificial intelligence ("Al") markets.
While the wider technology funding environment remained challenging and valuation multiples across private
growth companies continued to experience pressure, our portfolio companies continued to develop their
technologies, strengthen commercial relationships and pursue opportunities for long-term value creation.

The Board remained focused on supporting portfolio companies, where appropriate, whilst maintaining financial
discipline at the Company level. During the year, the Company continued its programme of cost reduction and
organisational simplification, resulting in a further reduction in administration costs and a leaner operating structure.

Against this backdrop, the Company recorded a reduction in portfolio value during the year, principally driven by
movements in the fair value of certain portfolio investments and the reassessment of the carrying value of the
investment held in Sure Valley Ventures Enterprise Capital LP ("SVV2").

Statement of Financial Position

Net assets at 31 December 2025 were £6.9 million (31 December 2024: £10.7 million), representing a decrease
of £3.8 million during the year.

The reduction in net assets was principally attributable to the decrease in the fair value of investments held at fair
value through profit or loss ("FVTPL"), together with the ongoing costs associated with maintaining the Company's
admission to trading on AIM.

The Board continued its focus on cost management during the year, resulting in a further reduction in
administration costs of 15.7% compared with 2024. This follows an approximately 30% reduction achieved
between 2023 and 2024. Whilst opportunities for further efficiencies continue to be evaluated, a significant
proportion of the Company's cost base relates to the regulatory, governance and professional requirements
associated with maintaining an AIM quotation.

Investments held at FVTPL were valued at £7.3 million at 31 December 2025 (31 December 2024: £10.7 million).
During the year, the Company recognised a net fair value reduction of £4.7 million in respect of its investment
portfolio. This was partially offset by follow-on investments, accrued interest on certain investment instruments
and the new investment in Sure Ventures plc, resulting in a reduction in the carrying value of the portfolio from
£10.7 million to £7.3 million.

It is important to note that the fair value of Tern's investments does not represent the enterprise value of the
underlying portfolio companies. The valuation methodologies applied under IFRS are designed to determine the
value attributable to Tern's specific shareholding and take into account factors such as share class rights, dilution
from outstanding options, warrants and convertible instruments, future financing assumptions and the rights of
other stakeholders. Consequently, movements in the reported carrying values of investments should not be viewed
as a direct indicator of the overall performance or potential value of the underlying portfolio companies.

Cash and cash equivalents at 31 December 2025 were £0.05 million (31 December 2024 £0.4 million), reflecting
continued investment into portfolio companies and the funding of the Company's operating activities during
the year.

Total liabilities remained broadly consistent with the prior year. Trade and other payables reduced modestly during
the year and the Company agreed extensions to certain short-term funding arrangements to support its working
capital requirements.

Income Statement and Statement of Comprehensive Income

The Company reported a total comprehensive loss for the year of £5.1 million (2024: loss of £3.8 million).

The principal contributor to the loss was the £4.1 million reduction in the fair value of investments held at FVTPL,
reflecting valuation movements across the portfolio and the reassessment of the carrying value of SVV2. As noted

above, this fair value movement differs from the overall reduction in the carrying value of the portfolio due to
additional investments and accrued interest recognised during the year.
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The Company continues to adopt a supportive approach towards its portfolio companies and therefore maintains
modest levels of fee income, preferring that portfolio company resources are directed towards growth and value
creation. Fee income increased modestly during the year, principally due to services provided to Purple Transform
Limited, a SVV2 portfolio company.

Administration expenses decreased to £1.0 million (2024: £1.2 million), reflecting the benefits of the Board and
organisational restructuring undertaken during 2024 and 2025. Other operating expenses increased to £0.1 million
(2024: £0.05 million).

Statement of Cash Flows

Net cash utilised in operating activities during the year was £1.6 million as the Company continued to fund its
operations and selectively supported portfolio companies.

During the year, the Company invested approximately £0.7 million into its new and existing portfolio, comprising
£0.5 million of cash investments and £0.2 million of non-cash investments arising from the conversion of
receivables into investment instruments. Accordingly, the Statement of Cash Flows reflects cash investment
outflows of £0.5 million.

During the year, £0.08 million of short-term borrowings was repaid (2024: £0.3 million).
The Board continues to actively monitor liquidity and capital allocation, balancing the need to support portfolio

companies while maintaining appropriate working capital resources.

Key performance indicators
The Company's financial Key Performance Indicators ("KPIs") are focused on:

® Netasset value ("NAV");

® NAV per share;

® Portfolio value;

® Revenue growth across key portfolio companies; and
® Cashresources.

In addition to financial measures, the Board monitors a number of non-financial indicators, including key portfolio
employee numbers and recurring revenue per employee within key portfolio companies. These metrics are
considered to provide insight into operational efficiency, scalability and the long-term health of the portfolio.

Financial KPIs

Key Performance Indicators 2025 2024 Movement
Net Asset Value £6.9m £10.7m (36%)
Net Asset Value per Ordinary Share 1.0p 2.0p (50%)
Investment Portfolio Value £7.3m £10.7m (32%)

Net Asset Value

Net assets at 31 December 2025 were £6.9 million (2024: £10.7 million). The decrease primarily reflects the
reduction in the fair value of the Company's investment portfolio during the year. Net asset value per ordinary
share decreased to 1.0 pence (2024: 2.0 pence).

While the Company's reported NAV declined during the year, the Board continues to believe that the portfolio
contains a number of strategically valuable technology businesses operating in attractive end markets. The
Board's focus remains on supporting portfolio companies in achieving commercial milestones, securing
appropriate funding where required and pursuing opportunities to realise value for shareholders over the
medium term.

Annual Report and Accounts 2025 13



Financial Review

continued

Portfolio Valuation
The Company's investment portfolio was valued at £7.3 million at 31 December 2025.

2025 2024 Movement
Investment £000 £000 £000
Device Authority 3,873 4,276 (403)
FXR 1,576 3,630 (2,054)
Talking Medicines 1,705 2,120 (415)
Sure Ventures 149 - 149
DiffusionData 15 23 (8)
Wyld Networks 1 3 (2)
SWW2 - 638 (688)

Device Authority
The valuation decreased as a result of foreign exchange movements during the year together with updates to
assumptions applied within the fair value assessment.

FXR
The valuation decreased as a result of changes in the assumptions applied within the fair value assessment.

Talking Medicines
The valuation decreased as a result of changes in fair value assumptions reflecting the company's funding
environment and stage of development.

Sure Ventures
During the year, the Company invested £0.175 million in SV plc. The valuation is based on the quoted market price
of the shares at the reporting date.

Diffusion Data
The investment continues to be valued using observable transaction data where available.

Wyld Networks
The valuation is based on the quoted market price of the shares at the reporting date.

SVvv2

During the year ended 31 December 2025, the Company was declared a defaulting investor in relation to its
commitment to Sure Valley Ventures Enterprise Capital LP (SVV2) following non-payment of a capital call due in
October 2025. A formal default notice was issued in December 2025 in accordance with the terms of the limited
partnership agreement. Following this the carrying value of the Company's investment was reduced to nil.

The Board remains mindful of the broader market environment for private technology businesses and continues to
apply a disciplined and consistent valuation methodology in accordance with IFRS requirements. Further details
regarding fair value measurement and valuation methodologies are provided in the Chair's Statement and in Note 20.

As discussed above and in the Chair’s Statement, the fair value of Tern's investments reflects the value attributable
to Tern's specific shareholdings rather than the enterprise value of the underlying portfolio companies.
Consequently, changes in reported carrying values may differ materially from changes in the underlying value or
commercial progress of portfolio companies due to factors such as dilution assumptions, financing structures,
share class rights and market valuation inputs.

Portfolio Operational KPIs for key portfolio companies

Key Performance Indicators 2025 Movement 2024 Movement
Annual Recurring Revenue Growth (27%) (7%)
Employee Growth (33%) (45%)
Growth in Annual Recurring Revenue per Employee 8% 69%
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The Board monitors annual recurring revenue growth, employee numbers and annual recurring revenue per
employee across its key portfolio companies as key indicators of commercial progress and operational efficiency.

During 2025, recurring revenue across the Company's principal portfolio companies decreased by 27%, reflecting
the challenging funding and sales environment experienced by many early-stage technology businesses. Employee
numbers reduced by 33% during the year as management teams continued to align their cost bases with available
resources and market conditions.

Despite these reductions, recurring revenue per employee increased by 8%, which the Board considers demonstrates
improved operational efficiency and a continued focus on productivity across the portfolio. The Board considers this
metric to be an important indicator of the scalability and resilience of the underlying businesses.

Investing Policy

Tern's investment policy is to invest principally, but not exclusively, in the information technology sector within
Europe. The Directors believe that the Company can invest in and acquire information technology businesses,
improve them by a combination of new management and investment, and realise the value created which will be
returned to shareholders. The Company may be either an active investor and acquire control of a single company
or it may acquire non-controlling shareholdings. Once a target has been identified, additional funds may need to
be raised by the Company to complete a transaction.

The Directors see IT as having considerable growth potential for the foreseeable future and many of the prospects
they have identified are in this sector. The Company has invested in six investee companies, four of which comprise
the principal portfolio companies and the Directors believe there are further opportunities to invest in and acquire
established IT businesses which have good technology, marquee customers and could better exploit their assets
with the injection of experienced management and new funds with the intention of creating value for shareholders.

Although the main focus of the investment policy has been on the exploitation of IT businesses, which the Directors
intend to continue; this will not preclude the Company from considering an investment in suitable projects in other
sectors where the Directors believe that there are high-growth opportunities.

The Directors believe the main driver of success for the Company is the expertise that can be provided by the
Directors to the management involved in its investee companies and the value creation that the team of people
is capable of realising. The Company is, and intends to continue to be, an active investor. Accordingly, it has sought
and may seek in future investments, representation on the board of investee companies.

The new capital available to the Company will be used to support and assist its investee companies to grow, where
appropriate, and used to locate, evaluate and select investment opportunities that offer satisfactory potential
capital returns for shareholders. The Company may require further funds in order to invest further in its principal
portfolio companies and take up these opportunities. It is the intention of the Directors to undertake further
fundraising if such an opportunity should arise. The Company’s investments may take the form of equity, debt, or
convertible instruments. Investments may be made in all types of assets falling within the remit of the Investing
Policy and there will be no investment restrictions.

The Directors may consider it appropriate to take an equity interest in any proposed investment which may range
from a minority position to 100 percent ownership. Proposed investments may be made in either quoted or
unguoted companies and structured as a direct acquisition, joint venture or as a direct interest in a project.

The Company has made investments and will seek further investment opportunities that can be developed through
the investment of capital or where part of or all of the consideration could be satisfied by the issue of new Ordinary
Shares or other securities in the Company. The investments the Company has made and any new opportunities
have, or would generally have, some or all of the following characteristics, namely:

® a majority of their revenue derived from IT or the use of IT, and strongly positioned to benefit from market
growth;

® atrading history which reflects past profitability or potential for significant capital growth going forward; and
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Financial Review

continued

® where all or part of the consideration could be satisfied by the issue of new Ordinary Shares or other
securities in the Company.

The Company will identify and assess potential investment targets and where it believes further investigation is
required, intends to appoint appropriately qualified advisers to assist.

The Company proposes to carry out a comprehensive and thorough project review process in which all material
aspects of any potential investment will be subject to rigorous due diligence, as appropriate. It is likely that the
Company's financial resources will be invested in a small number of projects or investments.

The Company’s investing policy was originally adopted in 2073. Tern's investing policy is also available on the
Company’s website.
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Environmental, Social and Governance (ESG) Report

Our Approach

The Company recognises that effective ESG integration is fundamental to long-term value creation and risk
management. As an investment company operating within the loT and emerging technology sectors, we see
significant opportunity to support innovations that deliver both commercial returns and positive societal outcomes.

The Board maintains oversight of ESG matters, supported by an ESG Committee, ensuring that ESG considerations
are embedded within strategy, investment decisions, and ongoing portfolio monitoring. The Board considers that
this approach aligns with the principles of the QCA Corporate Governance Code (2023), particularly in relation to
establishing purpose, managing risk, and engaging with stakeholders.

We believe that strong governance, responsible investment, and measurable societal impact are mutually
reinforcing and essential to sustainable growth.

Responsible Investment

ESG considerations are integrated throughout the investment lifecycle, from initial screening through to exit.
This includes:

® Assessing environmental and social risks and opportunities at the point of investment
® Ongoing engagement with portfolio companies to promote ESG improvements
® Monitoring material ESG factors that may impact valuation and long-term viability

The Company’s approach is informed by internationally recognised frameworks, including the United Nations
Principles for Responsible Investment (PRI). During the year, engagement with portfolio companies continued
through structured dialogue and periodic ESG-focused discussions.

Capital deployed during 2025 was focused on supporting existing portfolio companies and selective strategic
investments, including the Company's investment in Sure Ventures plc, with the aim of enhancing portfolio
diversification, strengthening ecosystem relationships and supporting long-term value creation.

Environmental

The Company is committed to minimising its environmental impact while supporting technologies that contribute
to a more sustainable future.

Our approach includes:

@ Prioritising investment in companies whose products or services enable improved environmental outcomes,
including efficiency, security, and resource optimisation through loT

® Reducing the Company’s operational footprint through limited travel, increased use of digital communication
tools, and ongoing evaluation of energy usage

® Encouraging portfolio companies to adopt appropriate environmental policies and reporting practices
While the Company’s direct environmental footprint is relatively limited, we recognise our role in influencing broader

environmental outcomes through capital allocation decisions.

Social
The Company is committed to maintaining high standards of integrity, inclusivity, and stakeholder engagement.

Key priorities include:

® Promoting a culture of fairness, transparency, and accountability within the Company and across the portfolio
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Environmental, Social and Governance (ESG) Report

continued

® Supporting portfolio companies in developing strong organisational cultures and responsible employment
practices

® Maintaining open and constructive dialogue with shareholders and other key stakeholders
Consistent with the QCA Corporate Governance Code, the Board considers stakeholder interests as part of its

decision-making processes, recognising their importance in delivering long-term success.

Governance

The Company applies parts of the QCA Corporate Governance Code (2023) as the framework for its governance
practices. The Board is responsible for ensuring that the Company maintains effective systems of internal control,
risk management, and accountability.

Key governance features include:
® A Board with an appropriate balance of skills, experience, and independence
®  Regular evaluation of strategic, operational, and financial risks, including ESG-related risks

® Transparent reporting to shareholders, including clear disclosure of governance structures and
decision-making processes

® Ongoing review of governance practices to ensure continued alignment with best practice and regulatory
expectations

The Board recognises that strong governance underpins investor confidence and is essential to delivering
sustainable, long-term value.

The Company will continue to evolve its ESG framework in line with regulatory developments, stakeholder
expectations, and the maturation of its portfolio. This includes enhancing ESG data collection, improving
consistency of reporting across portfolio companies, and further embedding ESG considerations into capital
allocation decisions.
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The Board and Senior Leadership Team

The Board

The Board is responsible for the long-term success of the Company, providing strategic direction, oversight of risk
management, and ensuring that appropriate governance structures are in place. The Board has established Audit
and Remuneration Committees.

Jane McCracken
Non-Executive Interim Chair

Jane was appointed to the Board in October 2024 and became Non-Executive Interim Chair on 30 June 2025.

Jane is Chief Growth Officer at Corps Team. She has built a distinguished international career working with
high-growth technology businesses across the USA, UK and Europe as an entrepreneur, investor, board member
and advisor. Her experience spans software, e-commerce, digital health and clinical research.

Jane oversees matters typically delegated to the Audit and Remuneration Committees as part of the Board's
governance responsibilities.

lain Ross
Non-Executive Director

lain was appointed to the Board in October 2024 and brings over 40 years of experience in the international life
sciences and technology sectors. He has held numerous senior leadership roles in multinational pharmaceutical
and biotechnology companies and has extensive experience in corporate finance, including leading multiple
financing transactions.

lain currently serves as Interim Principal Officer & Chairman of NASDAQ-listed Silence Therapeutics plc, and
Executive Chairman of Oxford BioDynamics plc., alongside a number of other international non-executive roles.
He has over 30 years’ experience operating at Chairman and CEO level across cross-border organisations.

lain supports the Board in relation to matters ordinarily delegated to the Audit and Remuneration Committees.
The Executive Management Team

The Executive Management Team is responsible for the day-to-day management of the Company, execution of
the Board's strategy and maintaining effective operational and financial controls. While not members of the Board,
the team works closely with the Directors and supports the Board Committees in the discharge of their
responsibilities.

Albert Sisto
Chief Executive Officer

Albert is a co-founder of the Company and has served as Chief Executive Officer since September 2016.
He transitioned from the Board to a non-Board executive role in June 2023.

Albert is a technology industry veteran with over 25 years of senior executive experience. As Chief Operating Officer
at RSA Data Security Inc., he led the transformation of the business into a commercially focused software company
and negotiated strategic partnerships with global technology leaders including IBM, Intel, Compag, Cisco and
Nortel.

He has held senior leadership roles in a number of publicly listed technology companies, including as Chairman,
President and CEO of Phoenix Technologies Limited (NASDAQ: PTEC) and Chairman and CEO of HiFn
(NASDAQ: HIFN).

Albert also serves as non-executive Chairman or director for selected portfolio companies, supporting their
strategic development and growth. He was appointed as an Independent Board Member of Mirror Security in
March 2026, reflecting his longstanding expertise in enterprise cybersecurity and digital trust.
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The Board and Senior Leadership Team

continued

Colin Nunn
Chief Financial Officer

Colin was appointed in August 2023 and is responsible for the Company’s financial management, reporting and
compliance functions. He operates in a non-Board capacity and works closely with the Audit Committee to support
robust financial governance, internal controls and risk management processes.

Colin qualified as a Chartered Accountant with Deloitte and is a Fellow of the ICAEW. His experience spans senior
finance and operational roles in large listed organisations, including Macrovision, Lotus, BAE Systems and NTT,
as well as acting as finance director to over twenty early-stage and growth technology businesses.

He is also an active angel investor in high-growth technology companies.

Bruce Leith
Business Development Partner

Bruce is a co-founder of the Company and transitioned from the Board in August 2023 to a non-Board role.
He supports business development, investment evaluation and portfolio growth initiatives.

Bruce serves as a non-executive director or adviser to selected portfolio companies. In April 2025, he was
appointed Executive Chairman of Purple Transform Limited.

Bruce began his career with IBM and has extensive international sales management and board-level experience
in the software industry, including senior roles at DataWorks Corporation, London Bridge Software International
and Codestream. He has a strong track record of delivering high-growth outcomes through product development,
strategic repositioning and international expansion, and has been involved in several successful company exits.

He is also an active angel investor in early-stage software businesses.
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Director’s Report

The Directors present their report and the audited financial statements of the Company for the year ended
31 December 2025.

The Company is a public limited company incorporated and domiciled in England and Wales. Its ordinary shares
are traded on the AIM market of the London Stock Exchange.

Principal activities

The principal activity of the Company is investing in early-stage, high-growth technology businesses, with a focus
on the Internet of Things (“loT") sector.

Results and dividends
The results for the year are set out in the Income Statement and Statement of Comprehensive Income on page 39.

The loss for the year was £5,089,148 (2024 £3,772,020 loss).

The Directors do not recommend the payment of a dividend (2024: £nil).

Business review and developments

During the year, the Company continued to focus on managing and supporting its investment portfolio, while
prioritising opportunities for realisation and value creation.

The Board remained focused on:

® progressing potential exit opportunities across the portfolio;
® maintaining disciplined cost control; and

® ensuring sufficient liquidity to support ongoing operations and investment commitments.

During the year, the Board implemented further cost reduction measures, including a reduction in directors’
remuneration, and introduced a performance-aligned framework linking remuneration to the successful realisation
of investments.

The Company also enhanced its shareholder engagement framework through the appointment of a shareholder
relations adviser.

During the year, the Company appointed a new external auditor, Gravita Audit I Limited, in conjunction with the
resignation of the previous auditor. The Board believes the appointment supports the Company’s ongoing
governance and audit requirements.

Financial Risk Management
The Company is exposed to a range of financial risks, including liquidity risk, market risk and credit risk.

These risks are managed through ongoing monitoring and review by the Board. Further details are set out in Note 2
to the financial statements.

Going concern

In accordance with applicable accounting standards, the Company’s financial statements have been prepared on
a going concern basis. In forming this view, the Board has undertaken a robust assessment of the Company’s
financial position, including its cash flow forecasts, liquidity, and prospects for a period of at least 12 months from
the date of approval of these financial statements.

The Directors’ assessment is based on a number of key assumptions, including the Company'’s ability to obtain
shareholder approval of the necessary share allotment authorities at the forthcoming Annual General Meeting to
issue new shares, to complete further equity fundraisings, to generate proceeds from the realisation of investments
within its portfolio, to access additional funding where appropriate (including through debt or convertible loan
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Director’s Report

continued

note instruments), and to receive income from investments, including potential future dividend distributions from
Sure Ventures plc (“SV plc”). The assessment also includes consideration of the potential financial impact of the
ongoing dispute in relation to the Company’s previous position as a limited partner in SVV2, including any potential
liabilities arising from a default investor scenario. While this matter remains subject to uncertainty and ongoing
discussions, the Directors have assumed, for the purposes of their assessment, that any such obligations would
be resolved in a manner consistent with the Company’s current expectations.

The Directors note that the Company has previously demonstrated its ability to realise value from its investment
portfolio, including the disposal of shares held in Device Authority (“DA”) in 2024. In addition, the Company
completed a partial realisation of its holding in SV plc during the year and retains the ability to undertake further
such disposals, subject to market conditions.

The Directors acknowledge that the Company does not currently have sufficient committed funding to meet its
forecast cash requirements for the assessment period without securing additional funding and/or generating
proceeds from asset disposals. The availability, timing, and quantum of such funding and realisations are
uncertain. In particular, there can be no assurance that shareholder approval of the resolutions relating to share
allotment authorities will be obtained at the forthcoming Annual General Meeting, that equity or debt funding
(including via convertible loan notes) will be available when required, or on acceptable terms, or that asset
disposals will be achieved at values consistent with current expectations. There is also uncertainty as to the timing
and level of any income from investments, including dividends from SV plc.

These conditions indicate the existence of a material uncertainty that may cast significant doubt on the Company’s
ability to continue as a going concern. The Company remains highly dependent on the successful execution of
equity fundraisings and/or asset realisations, both of which are to some extent outside of the Company's direct
control.

In response to these uncertainties, the Directors have taken steps to manage the Company's cash resources,
including a voluntary 50% reduction in salaries by Directors and key management personnel during the period.
The Company will continue to actively manage its cost base and capital allocation.

Should the Company be unable to secure sufficient funding or realise assets in line with current expectations,
it may be required to take mitigating actions, including reducing or deferring expenditure, delaying investment
activity, or realising assets at values below their carrying amounts. In addition, any external funding secured may
be on terms that are less favourable than currently anticipated.

Notwithstanding the above material uncertainty, the Directors consider that it remains appropriate to prepare the
financial statements on a going concern basis, having regard to the range of potential funding options available
and ongoing engagement with shareholders. However, there can be no certainty that these actions will be
successful.

Internal controls
The Board is responsible for establishing and maintaining adequate internal control systems.

The Company has implemented a framework of controls designed to manage, rather than eliminate, the risk of
failure to achieve business objectives. These controls include:

® regular Board oversight of financial performance and cash position;
® approval of budgets and investment decisions; and

® ongoing monitoring of portfolio company performance.

The Board reviews the effectiveness of these controls on a regular basis.
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Directors and their interests

The Directors who held office during the year and their interests in the Ordinary shares of the Company are set
out below:

Ordinary shares at: 31/12/2025 31/12/2024
lan Ritchie (resigned 30 June 2025) n/a 2,276,887
lain Ross 1,613,332 1,100,000

Jane McCracken - -

Options granted to the directors by the Company are disclosed under the “Report on Directors Remuneration” on
page 32.

Significant shareholdings
As at 22 June 2026, no shareholder held more than 3% of the issued share capital.

Directors’ responsibilities statement

The Directors are responsible for preparing the Strategic Report, Directors’ Report and financial statements in
accordance with applicable law and regulations.

The Directors have elected to prepare the financial statements in accordance with UK-adopted international
accounting standards.

In preparing the financial statements, the Directors are required to:

select suitable accounting policies and apply them consistently;
make judgements and estimates that are reasonable and prudent;

state whether applicable accounting standards have been followed; and

prepare the financial statements on a going concern basis unless it is inappropriate to do so.

The Directors are responsible for maintaining adequate accounting records, safeguarding the assets of the
Company and taking reasonable steps for the prevention and detection of fraud and other irregularities.

They are also responsible for ensuring compliance with the AIM Rules.

Disclosure of information to auditor

Each Director confirms that, so far as they are aware, there is no relevant audit information of which the Company’s
auditor is unaware, and that they have taken all steps that they ought to have taken as a Director to make
themselves aware of any relevant audit information and to establish that the Company’s auditor is aware of that
information.

Independent auditors

During the year, S&W Partners Audit Limited resigned as auditor of the Company and Gravita Audit Il Limited was
appointed as auditor.

A resolution to reappoint Gravita Audit Il Limited as auditor will be proposed at the forthcoming General Meeting.
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continued

Website publication

The financial statements are published on the Company’s website. The Directors are responsible for ensuring the
integrity of the financial information included on the website. Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

Signed on behalf of the board

Jane McCracken
Non-Executive Interim Chair

22 June 2026
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Corporate Governance Statement

The Board is committed to maintaining high standards of corporate governance appropriate to the size, strategy
and stage of development of the Company. The Directors recognise that effective governance is fundamental to
the long-term success of the Company and underpins the Board's ability to create and preserve shareholder value
while maintaining accountability to stakeholders.

The Company is quoted on AIM and applies the principles of the Quoted Companies Alliance Corporate
Governance Code 2023 (the "“QCA Code”). The Board believes that the QCA Code provides an appropriate
governance framework for the Company, supporting effective decision-making, risk oversight and stakeholder
engagement in a proportionate manner.

The Company’s disclosures against the principles of the QCA Code will be available on the Company’s website in
accordance with AIM Rule 26.

During the year, the Board continued to focus on maintaining an effective governance framework while operating
a streamlined cost base and progressing the Company’s strategy of maximising value from its investment portfolio.

Purpose, Strategy and Culture

The Board's role is to promote the long-term sustainable success of the Company for the benefit of shareholders
and wider stakeholders. The Company’s strategy remains focused on supporting and realising value from its
portfolio investments while maintaining disciplined capital allocation and cost management.

The Board recognises that culture is a critical component of effective governance. The Company seeks to maintain
a culture characterised by integrity, accountability, transparency and alignment with shareholders. These values
underpin Board decision-making, stakeholder engagement and relationships with portfolio companies and advisers.

Role of the Board

The Board is collectively responsible for the long-term success of the Company and provides leadership within a
framework of prudent and effective controls.

Key responsibilities of the Board include:

establishing the Company’s strategy and investment objectives;
overseeing operational and financial performance;

reviewing capital allocation and liquidity management;

°
°
°
® maintaining an effective framework of risk management and internal controls;
®  approving material investments, disposals and financing arrangements;

°

approving financial statements and regulatory announcements; and

® overseeing stakeholder engagement and corporate governance matters.
A formal schedule of matters reserved for the Board is maintained and reviewed periodically to ensure clear

accountability and effective governance oversight.

Board Composition and Succession
The Board comprised only non-executive directors throughout the year.

Following the Annual General Meeting held on 30 June 2025, lan Ritchie retired as Non-Executive Chair. Following
his retirement:

® Jane McCracken was appointed Interim Non-Executive Chair; and

® lain Ross continued as Independent Non-Executive Director.

As at 31 December 2025, the Board comprised two independent non-executive directors.
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Corporate Governance Statement

continued

The Board acknowledges that this represents a reduced governance structure relative to the Company’s historical
composition. However, the Directors believe the current structure remains appropriate for the Company’s size,
operational profile and strategic focus during the current phase of portfolio management and realisation activity.

The Board nevertheless recognises the importance of maintaining an appropriate balance of skills, experience
and perspectives and is actively considering the appointment of an additional independent non-executive director
to further strengthen governance oversight and succession planning.

The Board continues to review succession planning and Board refreshment requirements to ensure the Company
maintains an appropriate balance of skills, experience and governance capability as its strategic priorities evolve.

The Board continues to assess whether it retains the appropriate combination of investment, financial, governance
and sector expertise required to oversee the Company’s strategy and emerging governance responsibilities.

All of the Directors are periodically subject to re-election on a rotation basis at the Company’s annual general
meetings. The Company notes the expectations of the QCA Code regarding the annual re-election of all directors.
The Board has considered this provision and has concluded that, given the Company'’s size and structure, the
existing arrangements for director retirement and re-election remain appropriate and proportionate. The existing
framework supports continuity and stability at Board level, while still providing shareholders with regular
opportunities to review Board composition over time. The Board believes this approach avoids unnecessary
administrative burden and potential short-termism associated with annual re-election cycles, and remains aligned
with the long-term interests of the Company.

Independence and Board Effectiveness

The Board considers all current Directors to be independent in character and judgement. In assessing
independence, the Board has considered the guidance set out in the QCA Code, including whether any relationships
or circumstances exist that could impair objective judgement or effective challenge.

The Board is satisfied that both Jane McCracken and lain Ross continue to demonstrate independent judgement,
constructive challenge and effective oversight in the discharge of their responsibilities.

The Board keeps its composition and effectiveness under regular review to ensure it retains the appropriate
balance of governance capability, financial expertise, investment experience and strategic oversight.

In assessing independence, the Board also considered the performance-related remuneration arrangements
introduced during the year and is satisfied that these arrangements do not impair the Directors’ ability to exercise
independent judgement.

Board Committees

In light of the Board changes during the year and the current size of the Board, formal Audit and Remuneration
Committees were not maintained separately for part of the period. Instead, the Board as a whole undertook the
responsibilities ordinarily delegated to those committees.

These responsibilities included:
monitoring the integrity of the Company's financial statements and financial reporting disclosures;
reviewing significant accounting judgements, assumptions and investment valuation methodologies;

overseeing the effectiveness of the Company’s internal control and risk management framework;

reviewing the effectiveness, independence and objectivity of the external auditor;

overseeing remuneration arrangements and incentive structures; and

® considering governance, compliance and regulatory matters.

The Board recognises the importance of appropriately constituted Board committees and intends to re-establish
formal committee structures as and when the Board is expanded.
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Board Meetings and Attendance

The Board met nine times during the year, with additional ad hoc meetings convened as required to consider
investment activity, financing matters, governance developments and regulatory announcements.

Attendance at Board meetings during the year was as follows:

Meetings Eligible to
Director Attended Attend
lan Ritchie (retired 30 June 2025) 6 7
Jane McCracken 9 9
lain Ross 8 9

The Board expects Directors to commit sufficient time to discharge their duties effectively and to maintain
appropriate engagement with the Company’s activities and stakeholders.

Company Secretary

All Directors have access to the advice and services of the Company Secretary, MSP Corporate Services Limited,
which supports the Board in governance matters, regulatory compliance and the effective operation of Board
procedures.

Senior Management

The Board is supported by the executive management team, led by the Chief Executive Officer, which is responsible
for the day-to-day management of the Company and implementation of the Board's strategic objectives.

The Board maintains regular interaction with executive management and receives operational and financial
updates throughout the year.

Internal Controls and Risk Management

The Board has overall responsibility for establishing and maintaining the Company’s framework of internal control
and risk management and for reviewing its effectiveness.

The internal control framework is designed to manage, rather than eliminate, the risk of failure to achieve business
objectives and can therefore provide reasonable, but not absolute, assurance against material misstatement or loss.

Key features of the framework include:

clearly defined responsibilities and reporting lines;

regular financial reporting and cash flow monitoring;

Board approval of budgets, investment decisions and significant expenditures;

ongoing review of portfolio company performance; and

oversight of liquidity management and financing activities.

The Board reviews principal risks and uncertainties on an ongoing basis and considers risk management as an
integral part of strategic and operational decision-making.

Key areas of focus during the year included:
liquidity and funding risk;

investment valuation risk;

portfolio concentration risk;

execution and realisation risk; and

market conditions impacting investment outcomes.
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Remuneration and Alignment with Shareholders

The Board remains focused on ensuring that remuneration arrangements support shareholder alignment, prudent
cost management and long-term value creation.

During the year, directors’ fees were reduced by 50% with effect from T November 2025 as part of the Company’s
broader cost reduction initiatives.

In addition, the Company introduced a performance-based framework under which a proportion of proceeds
arising from successful investment realisations may be allocated to directors and executive management. The
Board believes this structure enhances alignment between management incentives and shareholder outcomes.

The Board has also committed to returning a minimum proportion of proceeds from certain investment
realisations to shareholders, subject to legal, regulatory and working capital considerations.

Further details are set out in the Directors’ Remuneration Report.

At the forthcoming General Meeting, the Directors’ Remuneration Report for the year ended 31 December 2025
(which includes the Company’s remuneration policy) will be put to an advisory shareholders’ vote, in line with
Principle 9 of the QCA Code.

Stakeholder Engagement

The Board recognises the importance of maintaining effective engagement with the Company’s stakeholders and
considers stakeholder interests as part of its decision-making processes.

Shareholders

The Company engages with shareholders through regulatory announcements, investor presentations, the Annual
General Meeting and direct engagement where appropriate.

During the year, the Company appointed Robert Stevens as shareholder relations adviser to support engagement
with investors and improve communication regarding the Company’s strategy and portfolio developments.

The Board values constructive dialogue with shareholders and remains committed to maintaining transparent
and timely communication with the market.

Portfolio Companies

The Company maintains active engagement with its key portfolio companies through regular reporting, strategic
dialogue and board-level involvement where appropriate.

Advisers

The Board works closely with the Company’s nominated adviser, brokers, legal and financial public relations
advisers and auditors to support effective governance, regulatory compliance and market communication.

Conflicts of Interest

The Board has established procedures for identifying, reviewing and managing actual or potential conflicts of
interest.

Directors are required to declare any conflicts at the commencement of Board meetings and, where appropriate,
the Board will determine the appropriate course of action in accordance with the Company’s Articles of Association
and applicable legal and regulatory requirements. Certain key management personnel hold personal investments
in portfolio companies, with any resulting conflicts managed in accordance with the Company's established
procedures.
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The Board is satisfied that appropriate processes remain in place to ensure conflicts are effectively managed and
that Directors continue to act in the best interests of the Company.

Ethics, Compliance and Corporate Conduct
The Company is committed to maintaining high standards of ethical conduct and corporate behaviour.

The Company has implemented policies and procedures covering areas including:

anti-bribery and corruption;
market abuse and share dealing;

whistleblowing; and

regulatory compliance.
The Board periodically reviews these policies to ensure they remain appropriate and effective.

The Board recognises the increasing importance of environmental, social and governance (“ESG”) considerations
in supporting sustainable long-term value creation. Given the Company'’s size and investment company structure,
the Board adopts a proportionate approach to ESG matters while considering environmental impact, responsible
business conduct, governance standards and stakeholder interests as part of its investment oversight and
decision-making processes.

The Board continues to monitor the development of ESG reporting expectations and will keep the appropriateness
of formal ESG KPIs and targets under review.

Board Evaluation

The Board undertakes ongoing evaluation of its performance, effectiveness and governance arrangements, taking
into account the guidance and principles of the QCA Code.

Given the current size of the Board, evaluation is conducted through regular discussions regarding Board
composition, effectiveness, decision-making processes and strategic oversight rather than through a formal
externally facilitated process.

The Board will continue to review its evaluation procedures as governance structures evolve.

Looking Forward

The Board recognises that governance arrangements must continue to evolve alongside the Company’s strategic
priorities and operational requirements.

The Board's governance priorities include:
strengthening Board composition and succession planning;
maintaining disciplined financial and operational oversight;

continuing to enhance shareholder engagement;

maintaining robust risk management and governance controls; and

ensuring continued alignment between management incentives and shareholder value creation.

The Company's QCA Code disclosures are reviewed annually and updated as appropriate. The date of the latest
review is disclosed on the Company’s website in accordance with AIM Rule 26.
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Directors’ Remuneration

| am pleased to present the Directors’ Remuneration Report for the year ended 31 December 2025.

During the year, there were changes to the composition of the Board. lan Ritchie retired from the Board at the
conclusion of the Annual General Meeting on 30 June 2025, having served as Non-Executive Chairman since 2017.
The Board would like to thank him for his significant contribution to the Company.

Following the Annual General Meeting, Jane McCracken assumed the role of Interim Non-Executive Chair, and
together with lain Ross (Independent Non-Executive Director), comprised the Board for the remainder of the year.

The Remuneration Committee members during the year were lan Ritchie (resigned 30 June 2025), Jane
McCracken and lain Ross.

Remuneration Policy

The Company’s remuneration policy is designed to attract, retain and motivate high-quality directors, while aligning
remuneration with the long-term interests of shareholders and the performance of the Company.

Remuneration is set at a level that reflects individual responsibilities and experience, with reference to market
benchmarks, while remaining appropriate for the size and stage of the Company.

Directors’ remuneration typically comprises:
® a basic annual fee (for non-executive directors); and
® participation in the Company’s share option plan, where appropriate.

As announced on 9 October 2025, the remuneration framework was revised during the year to place greater
emphasis on performance-based outcomes linked to investment realisations, alongside a reduction in fixed
remuneration. This reflects the Company’s current strategic focus on generating returns through exits while
maintaining a lean operating cost base.

Changes to remuneration arrangements during the year

During the year, the Board implemented a number of changes to remuneration arrangements in order to further
align the interests of the Board and executive management with those of shareholders and to reduce the
Company’s fixed cost base.

With effect from 1 November 2025, the fees of the non-executive directors, Jane McCracken and lain Ross, were
reduced by 50%. This forms part of a broader cost reduction programme across the Company.

In addition, the Board adopted a performance-aligned remuneration framework under which 12.5% of the net
proceeds from the successful realisation of investments will be allocated to the Board and executive management
team. This arrangement is intended to directly link remuneration outcomes to the achievement of value realisation
for shareholders and is non-discretionary in nature.

The Board has also committed to a shareholder distribution policy whereby, subject to the availability of
distributable reserves and any legal or regulatory constraints, at least 50% of the net proceeds received from the
exit of an individual investment exceeding £1 million will be returned to shareholders.

These changes reflect the Company’s strategic focus on realisations and disciplined cost management, while
reinforcing alignment between management incentives and shareholder returns.

Executive directors’ service contracts
During the year ended 31 December 2025, the Company had no executive directors.
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Non-executive directors
Non-executive directors are appointed under letters of appointment, typically for an initial term of three years,
subject to reappointment by shareholders.

During the year, lan Ritchie retired from the Board on 30 June 2025. Following his retirement, Jane McCracken was
appointed Interim Non-Executive Chair. lain Ross continued to serve as an Independent Non-Executive Director
throughout the year.

Fees for non-executive directors are determined by the Board, taking into account individual responsibilities, time
commitment and appropriate market benchmarks.

The Company Share Option Plan

The Company operates an equity-settled share option plan for directors, employees and advisors. Options granted
under the plan are typically exercisable over a period of up to ten years from the date of grant.

Options generally vest over a three-year period, subject to performance conditions linked to share price growth.
Full vesting may occur earlier in the event of significant share price appreciation, with vesting otherwise occurring
on a straight-line basis between defined performance thresholds.

No share options were granted in 2025. Further details on the Company share option plans are provided in Note 21.

Performance Related Bonus

The Company operates a discretionary bonus framework designed to align management incentives with the
creation of shareholder value.

Any bonus awards are determined by the Board based on performance against financial and strategic objectives.
Specific performance targets are not disclosed where they are considered commercially sensitive.

No performance-related bonuses were awarded during the year (2024: none).

Director's Remuneration

The table below sets out the remuneration of Directors who served during the year ended 31 December 2025.
Amounts are presented for the period during which each individual served as a Director.

Basic Pension Other
SalaryContributions Bonus Benefits 2025 2024
£000 £000 £000 £000 £000 £000
NON-EXECUTIVE DIRECTORS
Jane McCracken 27.5 - - - 27.5 53
lain Ross 27.5 - - - 27.5 53
lan Ritchie (resigned 30 June 2025) 16.0 - - - 16.0 320
Alan Howarth (resigned 29 October 2024) - - - - - 22.1
Sarah Payne (resigned 29 October 2024) - - - - - 221
71.0 - - - 71.0 86.8
Share based payment charge 17.6 3.0
Total remuneration 71.0 - - - 88.6 89.8

The directors did not receive any other emoluments, compensation or cash or non-cash benefits other than that
disclosed above.
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Directors’ Remuneration

continued

Director’'s Share Options
The director’s outstanding share options as at 31 December 2025 are shown in the table below:

Exercise
2024 Granted Exercised Expired 2025 price Expiry date
NON-EXECUTIVE DIRECTORS
lan Ritchie (resigned
30 June 2025) - - - - -
lan Ross 1,200,000 - - - 1,200,000 2.45p 29 Oct 2034
Jane McCracken 1,200,000 - - - 1,200,000 2.45p 29 Oct 2034

The vesting criteria for the Company’s share options can be found on page 59.

Jane McCracken
Chair of Remuneration Committee
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Independent Auditor’s Report

to the Members of Tern Plc

Opinion

We have audited the financial statements of Tern Plc (‘the Company’) for the year ended 31 December 2025 which
Income Statement and Statement of Comprehensive Income, the Statement of Financial Position, the Statement
of Changes in Equity, the Statement of Cash Flows, and the notes to the financial statements, including a summary
of significant accounting policies. The financial reporting framework that has been applied in the preparation of
the financial statements is applicable law and UK-adopted International Accounting Standards (IFRSs).

In our opinion:

@ the financial statements give a true and fair view of the state of the Company’s affairs as at 31 December
2025 and of its loss for the year then ended;

® the financial statements have been properly prepared in accordance with UK-adopted International
Accounting Standards (IFRS); and

@® the financial statements have been prepared in accordance with the requirements of the Companies Act
2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard
as applied to listed entities, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Material uncertainty related to going concern

We draw attention to note 1.3 to the financial statements, which indicates that the Company’s financial statements
have been prepared on a going concern basis, with the Board assessing its cash flow, liquidity, and prospects and
a material uncertainty which may cast significant doubt over the Company’s ability to continue as a going concern.

The Directors acknowledge material uncertainty remains on the Company to continue as going concern, as
continued operations depend on an appropriate mix of successful fundraising, asset realisations, and income from
investments—factors that are partly beyond the Company’s control.

Notwithstanding the above, in auditing the financial statements we have concluded that the directors’ use of the
going concern basis of accounting in the preparation of the financial statements is appropriate.

Our evaluation of the directors’ assessment of the Company’s ability to continue to adopt the going concern basis
of accounting included:

@® Obtaining management’s cash flow projections and ensuring that they cover a period of at least 12 months
from the date of approval of the financial statements.

® Validating the starting point for projections by reference to bank balances shortly before sign off;

® Reviewing the actual levels of expenditure in the period between year end and the approval of the financial
statements;

® Examining the basis for assumed future overheads by reference to employment contracts, remuneration
arrangements and historic corporate overheads;

@® Reviewing the Company's record in terms of fundraising though the issue of new shares;

® Considering the extent and timing of liabilities which are expected to fall due in the review period compared
to expected cash flows;

® Challenging management on their expectation in terms of significant future events such as asset sales,
fundraising and planned new investments;
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Independent Auditor’'s Report

to the Members of Tern Plc
continued

® Considering the effects of the Company’s default in respect of Sure Valley Ventures Fund 2, and any potential
legal claims or disputes on the Company’s cash position, and;

@® Considering the suitability of disclosures in respect of going concern.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Our approach to the audit

We performed a full scope audit of the Company’s financial statements.

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the
financial statements. In particular, we looked at where the Directors made subjective judgements, for example in
respect of significant accounting estimates that involved making assumptions and considering future events that
are inherently uncertain. We also addressed the risk of management override of internal controls, including
evaluating whether there was evidence of bias by the directors that represented a risk of material misstatement.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period and include the most significant assessed risks of material
misstatement (whether or not due to fraud) we identified, including those which had the greatest effect on the
overall audit strategy, the allocation of resources in the audit and directing the efforts of the engagement team.

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.

In addition to the matter described in the Material uncertainty related to going concern section, we have determined

the matter described below to be the key audit matter to be communicated in our report.

Key audit matter

How our audit addressed the key audit matter

Valuation of unquoted investments

At 31 December 2025, the Company held £7.2m (2024:
£10.0m) of investments in unquoted private companies.
These investments are held at fair value at each reporting
date with movements recorded in profit or loss.

We considered the valuation of unquoted investments
to be the most significant audit matter as investments
represent the most significant balance in the Financial
Statements and underpin the principal activity of the
Company as an investment business.

Furthermore, the valuations of unquoted investments are
subject to significant inherent estimation uncertainty.

We assessed that there is a significant risk associated
with valuation due to the quantum of the balance and
the level of judgement associated with certain
unobservable inputs.

The valuation of unquoted investments is a highly
subjective accounting estimate where there is an
inherent risk of management override arising in the
valuation prepared by the management.

For these reasons we considered this to be a key audit
matter.
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We assessed the design and implementation of controls
in relation to the valuation of unquoted investments.

In respect of unquoted investments, our procedures
included:

- Evaluating whether the valuation methodologies
adopted are the most appropriate in the
circumstances under International Private Equity
and Venture Capital (“IPEV”) Guidelines;

- Re-performing assessments of the Company’s
ownership interest by reference to investee capital
structures as confirmed by, and received directly
from, the investee companies and Companies
House filings;

—  Challenging and agreeing inputs to the unquoted
valuations with reference to information received
directly from the underlying investee companies,
market data, as well as our own research and
assessing the impact of estimation uncertainty
concerning these assumptions;

- Considering the market context in which the
investees operate;



Key audit matter

How our audit addressed the key audit matter

Our application of materiality

-  Reviewing the actual trading performance of
investees and understanding the future trading
prospects of those investees; including in respect
of their technologies;

—  Reviewing the price paid in the most recent funding
round as a reference point to current valuations;

— Understanding the basis on which the investees
are considered by Tern management to have
access to sufficient funding in order to realise their
business strategies and preserve value;

- Speaking directly to management of certain key
investees to understand key business challenges,
intentions and plan,; and:

- Performing sensitivity analysis on certain
judgemental inputs in respect of unquoted
investments to assist in the determination of
whether disclosures are accurate and complete.

Based on the procedures carried out, we found the
valuation of the unquoted investments to be reasonable
and we are satisfied that the estimates and judgements
made by the Directors in determining the unquoted and
fund valuations are reasonable considering the
significant level of estimation uncertainty.

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for
materiality. These, together with qualitative considerations, helped us to determine the scope of our audit and the
nature, timing and extent of our audit procedures on the individual financial statement line items and disclosures
and in evaluating the effect of misstatements, both individually and in aggregate on the financial statements as a

whole.

Based on our professional judgment, we determined materiality for the financial statements as a whole as follows:

Key audit matter

How our audit addressed the key audit matter

Overall materiality

£370,000

How we determined it

Based on 5% of gross assets

Rationale for benchmark used

As an investment company, gross assets is a key
measure of performance for users of the financial
statements.

We set performance materiality at an amount less than materiality for the financial statements as a whole to reduce
to an appropriately low level the probability that the aggregate of uncorrected and undetected misstatements exceed
materiality for the financial statement as a whole. Performance materiality was set at £185,000.

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above
£18,500 as well as misstatements below this amount that, in our view, warranted reporting for qualitative reasons.
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Other information

The Directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

® the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

® the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report or the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires
us to report to you if, in our opinion:

® adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

® the financial statements are not in agreement with the accounting records and returns; or
@ certain disclosures of Directors’ remuneration specified by law are not made; or

® we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the Directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control
as the directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the Company or to cease operations, or have no realistic
alternative but to do so.
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Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is
detailed below:

The extent to which the audit was considered capable of detecting irregularities including fraud
Our approach to identifying and assessing the risks of material misstatement in respect of irregularities, including
fraud and non-compliance with laws and regulations, was as follows:

@® the senior statutory auditor ensured the engagement team collectively had the appropriate competence,
capabilities and skills to identify or recognise non-compliance with applicable laws and regulations;

® we identified the laws and regulations applicable to the Company through discussions with directors and
other management.

® we focused on specific laws and regulations which we considered may have a direct material effect on the
financial statements or the operations of the Company and industry in which it operates. We consider
significant laws and regulations to be Companies Act 2006 and AIM regulations.

® we assessed the extent of compliance with the laws and regulations identified above through making
enquiries of management and inspecting legal correspondence.

@® identified laws and regulations were communicated within the audit team regularly and the team remained
alert to instances of non-compliance throughout the audit; and

® we assessed the susceptibility of the Company financial statements to material misstatement, including
obtaining an understanding of how fraud might occur, by:

O  making enquiries of management as to where they considered there was susceptibility to fraud, their
knowledge of actual, suspected and alleged fraud;

O  considering the internal controls in place to mitigate risks of fraud and non-compliance with laws and
regulations.
To address the risk of fraud through management bias and override of controls, we:
® performed analytical procedures to identify any unusual or unexpected relationships;
@ tested journal entries to identify unusual transactions;

@® assessed whether judgements and assumptions made in determining the accounting estimates set out in
the notes to the financial statements were indicative of potential bias;

® investigated the rationale behind significant or unusual transactions.
In response to the risk of irregularities and non-compliance with laws and regulations, we designed
procedures which included, but were not limited to:
O  agreeing financial statement disclosures to underlying supporting documentation;
O  reading the minutes of meetings of those charged with governance;
O  enquiring of management as to actual and potential litigation and claims;
O  reviewing the available correspondence with HMRC and the Company’s legal advisors.
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There are inherent limitations in our audit procedures described above. The more removed that laws and
regulations are from financial transactions, the less likely it is that we would become aware of noncompliance.
Auditing standards also limit the audit procedures required to identify non-compliance with laws and regulations
to enquiry of the directors and other management and the inspection of regulatory and legal correspondence, if
any.

Material misstatements that arise due to fraud can be harder to detect than those that arise from error as they
may involve deliberate concealment or collusion.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: http://www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.

Use of this report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opinions we have formed.

Joseph Brewer
Senior Statutory Auditor

For and on behalf of

Gravita Audit Il Limited (Statutory Auditors)
Aldgate Tower

2 Leman Street

London

E1 8FA

22 June 2026
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Income Statement and Statement of
Comprehensive Income

For the year ended 31 December 2025

Notes 2025 2024

£ £

Fee income 54,000 17,402
Movement in fair value of investments 11 (4,084,278) (2,459,981)
Loss from investees on disposal - (13,374)
Total investment loss (4,030,278) (2,455,953)
Administration costs (1,008,232) (1,197,146)
Other expenses 6 (93,166) (65,932)
Movement in fair value of Derivative Financial Instruments 19 - (83,270)
Operating loss 7 (5,131,676) (3,802,301)
Finance income 8 42,528 30,281
Loss before tax (5,089,148) (8,772,020)
Tax 9 - —
Loss and total comprehensive income for the period (5,089,148) (3,772,020)

Since there is no other comprehensive income, the loss for the year is the same as the total comprehensive income
for the year.

LOSS PER SHARE
Basic loss per share 10 (0.85) pence  (0.86) pence
Diluted loss per share 10 (0.85) pence  (0.86) pence

The accompanying accounting policies and notes are an integral part of these financial statements.

Annual Report and Accounts 2025 39



Statement of Financial Position

As at 31 December 2025

Notes 2025 2024
£ £

ASSETS
NON-CURRENT ASSETS
Investments 11 7,319,136 10,739,631
TOTAL NON-CURRENT ASSETS 7,319,136 10,739,631
CURRENT ASSETS
Trade and other receivables 12 119,888 184,908
Cash and cash equivalents 13 49,385 382,213
TOTAL CURRENT ASSETS 169,273 567,121
TOTAL ASSETS 7,488,409 11,306,752
EQUITY AND LIABILITIES
Share capital 14 1,436,110 1,406,566
Share premium 14 36,754,773 35,540,884
Accumulated losses (31,309,888) (26,238,315)
TOTAL EQUITY 6,880,995 10,709,135
CURRENT LIABILITIES
Trade and other payables 16 425,487 436,503
Short Term Loans 18 181,927 161,114
Derivative Financial Instruments 19 - -
TOTAL CURRENT LIABILITIES 607,414 597,617
TOTAL LIABILITIES 607,414 597,617
TOTAL EQUITY AND LIABILITIES 7,488,409 11,306,752

The financial statements were approved and authorised for issue by the Board of Directors on 22 June 2026 and

were signed on its behalf by:

lain Ross
Non-Executive Director
Company number 05131386

The accompanying accounting policies and notes are an integral part of these financial statements.
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Statement of Changes in Equity

For the year ended 31 December 2025

Share Share Accumulated Total
capital premium losses equity
£ £ £ £
Balance at 31 December 2023 1,379,503 33,390,997  (22,469,224) 12,301,276
Total comprehensive income - - (3,772,020) (38,772,020)
TRANSACTIONS WITH OWNERS
Issue of share capital 27,063 2,260,587 - 2,287,650
Share issue costs - (110,700) - (110,700)
Share based payment expense (options) - - 2,929 2,929
Balance at 31 December 2024 1,406,566 35,540,884  (26,238,315) 10,709,135
Total comprehensive income - - (5,089,148) (5,089,148)
TRANSACTIONS WITH OWNERS
Issue of share capital 29,544 1,325,372 - 1,354,916
Share issue costs - (111,483) - (111,483)
Share based payment expense (options) - - 17,575 17,575
Balance at 31 December 2025 1,436,110 36,754,773 (31,309,888) 6,880,995

The accompanying accounting policies and notes are an integral part of these financial statements.
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Statement of Cash Flows

For the year ended 31 December 2025

Notes 2025 2024
£ £

OPERATING ACTIVITIES
Net cash used in operations 23 (1,036,530) (1,068,970)
Purchase of investments (453,999) (656,815)
Cash received from sale of investments 100 250,429
Loans to portfolio companies (85,000) (95,000)
Interest received 14 26
Net cash used in operating activities (1,575,415) (1,570,330)

FINANCING ACTIVITIES
Proceeds on issues of shares 1,354,916 2,099,524
Share issue expenses (111,483) (110,700)
Loan receipt 77,390 -
Loan repayment (78,237) (333,846)
Net cash from financing activities 1,242,587 1,654,978
(Decrease) in cash and cash equivalents (332,828) (84,648)
Cash and cash equivalents at beginning of year 382,213 297,565
Cash and cash equivalents at end of year 49,385 382,213

The accompanying accounting policies and notes are an integral part of these financial statements.
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Notes to the Financial Statements

For the year ended 31 December 2025

1. Accounting policies
The principal accounting policies adopted in the preparation of these financial statements are set out below.

1.1 General Information
Tern plc is an investing company specialising in private Information Technology companies.

The Company is a public limited company, incorporated in England and Wales, with its shares traded on AIM,
a market operated by the London Stock Exchange.

The address of Tern's registered office is 27/28 Eastcastle Street, London W1W 8DH. Items included in the financial
statements of the Company are measured in Pound Sterling, rounded to the nearest pound which is the Company’s
presentational and functional currency.

1.2 Basis of preparation
The financial statements of the Company have been prepared in accordance with UK-adopted international
accounting standards (“IFRS").

The preparation of financial statements in conformity with these standards requires the use of certain critical
accounting estimates and judgements (see note 3). It also requires management to exercise judgement in applying
the Company’s accounting policies. Estimates and underlying assumptions are based on historical experience and
other factors considered to be reasonable under the circumstances. However, actual results may differ from these
estimates.

The financial statements have been prepared on a historical cost basis, except for investments and certain
financial instruments which are measured at fair value at the end of each reporting period. Historical cost is
generally based on the fair value of the consideration given in exchange for assets. The principal accounting
policies set out below have been applied consistently to all periods presented, unless otherwise stated.

In accordance with IFRS 10 Consolidated Financial Statements (paragraph 4B), the Directors have determined that
the Company meets the definition of an investment entity. As a result, the Company does not consolidate its
subsidiaries and instead measures its investments at fair value through profit or loss in accordance with
IFRS 9 Financial Instruments. Consequently, IFRS 3 Business Combinations is not applied when the Company
obtains control of another entity.

1.3 Going concern

The Company's financial statements have been prepared on a going concern basis. In assessing the
appropriateness of this basis, the Directors have considered the Company’s cash flow forecasts, liquidity position,
and overall prospects for the period of at least 12 months from the date of approval of these financial statements.

The Directors’ assessment is based on a number of key assumptions, including: the Company’s ability to complete
further equity fundraisings, the realisation of value from its investment portfolio through asset disposals, potential
access to debt financing, and the receipt of income from investments, including dividends from Sure Ventures plc.
The ability to undertake equity fundraisings is dependent, in part, on obtaining shareholder approval for the
necessary share allotment authorities at the forthcoming Annual General Meeting.

The Directors acknowledge that the Company does not currently have sufficient committed funding to meet its
forecast cash requirements for the assessment period without securing additional funding and/or generating
proceeds from asset disposals. The timing and quantum of such funding and realisations are uncertain.
In particular, there can be no assurance that shareholder approval of the resolutions relating to share allotment
authorities will be obtained at the Annual General Meeting, that additional funding will be available when required,
or that it will be available on acceptable terms. Similarly, there is uncertainty as to the timing and value of asset
disposals and the receipt of income from investments.

These conditions indicate the existence of a material uncertainty that may cast significant doubt on the Company’s
ability to continue as a going concern. Should the Company be unable to secure additional funding or realise
assets in line with current expectations, it may be required to significantly curtail its operations, delay or reduce
investment activity, or realise assets at values below those currently anticipated.
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Notes to the Financial Statements

continued

1. Accounting policies (continued)

Notwithstanding the above material uncertainty, the Directors have concluded that it remains appropriate to
prepare the financial statements on a going concern basis, having regard to the range of funding options available
to the Company and the ongoing engagement with shareholders. However, there can be no certainty that these
actions will be successful.

The financial statements do not include any adjustments that would result if the Company were unable to continue
as a going concern.

Further detail on the Directors’ assessment of going concern is set out in the Directors’ Report on pages 21-22.

1.4 Review of future IFRS

International financial reporting standards (“standards”) in issue but not yet effective
The Company has not applied the following new and revised IFRSs that have been issued in the year but are not
yet effective and are expected to relate to the Company:

® IFRS 7 Financial Instruments: Disclosures: amendments regarding the classification and measurement of
financial instruments (issued in May 2024 and effective for annual reporting periods beginning on or after
1 January 2026).

® IFRS 9 Financial Instruments: amendments regarding the classification and measurement of financial
instruments (issued in May 2024 and effective for annual reporting periods beginning on or after
1 January 2026).

® IFRS Accounting Standards — Volume 11 (issued in July 2024 and effective for annual reporting periods on
or after 1 January 2026).

® IFRS 18 Presentation and Disclosures in Financial Statements: original issue (issued in April 2024 and
effective for annual reporting periods beginning on or after 1 January 2027). This is expected to impact the
presentation of certain primary financial statements.

® IFRS 19 Subsidiaries without Public Accountability: Disclosures: original issue (issued in May 2024 and
effective for annual reporting periods beginning on or after 1 January 2027).

1.5 Adoption of new and revised standards

Amendments have been made to IFRS 21 The Effects of Changes in Foreign Exchange Rates: Lack of
Exchangeability Financial. The amendment intended to provide guidance on determining exchange rates when a
currency is not exchangeable into another currency and introduce additional disclosure requirements.

The Company has adopted all revised standards and there was no impact to the financial statements as a result.

1.6 Feeincome

Fee income is recognised at an amount that reflects the consideration to which the Company is expected to be
entitled in exchange for transferring services to a portfolio company or recharging legal advice to a portfolio
company. For each contract with a portfolio company there is only one performance obligation in the contract
and the transaction price is readily identifiable. Fee income is recognised as each performance obligation is
satisfied in a manner that depicts the transfer to the portfolio company of the goods or services promised.

There is no variable consideration within the transaction price.
Fee income from a contract to provide services is recognised over time as the services are rendered.

Fee income in the year reflects the provision of management and accounting services to investees or former investees.
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1. Accounting policies (continued)

1.7 Investments

The investments consist of equity investments and convertible loan notes. The convertible loan notes are financial
assets with multiple embedded derivatives. These financial assets are measured in their entirety at (FVTPL) fair
value through profit or loss.

Changes in foreign exchange rates impact investments valued in a foreign currency.

1.8 Trade receivables

Trade receivables are classified as a financial asset and are valued at amortised cost in accordance with IFRS 9.
A provision will be calculated based on the change in lifetime expected credit losses and recognised in the income
statement.

1.9 Cash and cash equivalents

Cash and cash equivalents are presented in the statement of financial position and the statement of cashflows.
Cash and cash equivalents comprise cash in hand, deposits held at call with banks and other short term highly
liquid investments with original maturities of three months or less.

1.10 Trade payables
Trade payables are financial liabilities measured at amortised cost.

1.11 Equity instruments
Equity instruments are recorded at the proceeds received net of direct issue costs.

1.12 Share based payments

The Company issues equity-settled share-based payments in the form of share options to certain directors,
employees and advisors. Equity settled share-based payments are measured at fair value at the date of grant.
The fair value determined at the grant date of equity-settled share-based payments is expensed on a straight-line
basis over the vesting period, with a corresponding adjustment to retained earnings, based on the Company’s
estimate of shares that will eventually vest.

Fair value is estimated using the Black-Scholes model as relevant for the terms and conditions of the options.
The expected life used in the model has been adjusted, on the basis of management'’s best estimate for the effects
of non-transferability, exercise restrictions and behavioural considerations. At each Statement of Financial Position
date, the Company revises its estimate of the number of options expected to vest as a result of the effect of
non-market based vesting conditions. The impact of the revision of the original estimates, if any, is recognised in
profit or loss such that the cumulative expense reflects the revised estimate, with a corresponding adjustment to
retained earnings.

1.13 Loans to portfolio companies

Convertible loans
Convertible loans provided to portfolio companies are measured at FVTPL.

Other loans

The loan facility issued to Talking Medicines is a financial asset designated at FVTPL. Assets measured at fair
value at each reporting date, with any movement in fair value taken to profit and loss for the year.
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2. Financial risk management

The Company uses a limited number of financial instruments; comprising cash, convertible loans, warrants as
derivative instruments and various items such as trade receivables and payables, which arise directly from
operations.

The Company does not trade in financial instruments.

2.1 Financial risk factors

The Company’s financial instruments comprise its investment portfolio, loans to portfolio companies, cash
balances, debtors and creditors that arise directly from its operations. The Company is exposed to market risk
through the use of financial instruments and specifically to foreign exchange risk, liquidity risk, market price risk
and credit risk, which result from the Company’s operating activities.

The Board's policy for managing these risks is summarised below.

Liquidity risk

The table below analyses the Company's financial liabilities into relevant maturity groupings based on the
remaining period at the reporting date to the contractual maturity date. The amounts disclosed are the contractual
undiscounted cash flows. Trade and other payables are generally settled within one year. The short-term loan
facility and the management loan facility were both due for repayment within twelve months of the reporting date.

Carrying Contractual Less than

amount cash flows 1 year 1-2 years 2-5 years
At 31 December 2025 £ £ £ £ £
Trade and other payables 425,487 425,487 425,487 - -
Short term loan facility 150,738 158,926 158,926 - -
Management loan 31,190 31,190 31,190 - -
Total 607,415 615,603 615,603 - -

The Company primarily invests in private companies and therefore holds investments that are typically illiquid in
the short to medium term. Notwithstanding this, the Company is required to maintain sufficient liquidity to meet
its ongoing working capital requirements, including those associated with maintaining its public listing.

To support financial flexibility, the Company seeks to maintain an appropriate level of cash reserves. These
reserves are intended to enable the Company to support portfolio companies where appropriate and to participate
in follow-on funding rounds. The financial performance and funding requirements of portfolio companies are
monitored on an ongoing basis to assess the need for additional investment in line with the Company’s strategy.

The Company expects to generate liquidity through a combination of sources, including the realisation of
investments, the issuance of equity (subject to shareholder approval), and access to external financing.

As part of their risk management processes, the Directors continuously assess the Company’s liquidity position
and funding requirements. There can be no certainty that additional funding will be available on acceptable terms,
or at all. This represents a material uncertainty that may cast significant doubt on the Company’s ability to continue
as a going concern. Notwithstanding this uncertainty, the Directors have a reasonable expectation that the
Company will be able to secure sufficient funding to meet its obligations as they fall due. Accordingly, the financial
statements have been prepared on a going concern basis and do not include any adjustments that would result
if the Company were unable to continue as a going concern.

The Company’s income and operating cash flows are not materially exposed to changes in market interest rates.

Market price risk

The Company is exposed to market price risk in respect of its quoted equity investments, with fluctuations in
market prices impacting the valuation of these holdings. This exposure is monitored on a regular basis by the
Directors.

46 Tern plc



2. Financial risk management (continued)

As at 31 December 2025, a 3% increase or decrease in market prices, with all other variables held constant, would
not have a material impact on the Company’s net loss (2024: not significant). This sensitivity reflects the
Company's limited exposure to quoted investments at the reporting date.

The Company's unquoted investments are inherently illiquid and are not subject to observable market price
movements.

Foreign exchange risk

The Company is exposed to foreign exchange risk through certain monetary assets and liabilities denominated in
currencies other than Sterling, its functional currency. These exposures principally comprise cash balances held
in foreign currencies and the short-term management loan facility which was denominated in US dollars at the
reporting date.

The Company also holds investments in businesses, including Device Authority and Wyld Networks that operate
in foreign currencies. The Company's investment valuations are translated into Sterling and recorded at fair value
at the reporting date. Future changes in exchange rates may therefore affect the Sterling value of these
investments.

The tables below analyse the Company'’s foreign currency monetary and investment exposure:

Foreign currency monetary exposure

usbD SEK Total
At 31 December 2025 £ £ £
Cash and cash equivalents 31,162 4,014 35,176
Loan from Albert E. Sisto (31,190) - (31,190)
Net monetary exposure (28) 4,014 3,986

Foreign currency investment exposure
Carrying value

Investment Currency of underlying business £
Device Authority uUsbD 3,872,663
Wyld Networks SEK 711
Total 3,873,374

The Company does not currently hedge its exposure to foreign currency risk and is therefore exposed to
movements in exchange rates that may impact the reported value of its investments.

As at 31 December 2025, a 5% strengthening in foreign exchange rates against sterling, with all other variables
held constant, would increase the Company’s net assets and reduce the loss for the year by approximately
£0.2 million (2024: £0.2 million). This sensitivity reflects the Company’s exposure to foreign currency movements
on its investments in Device Authority and Wyld Networks.

Credit risk

The Company’s primary exposure to credit risk arises from loans to portfolio companies and trade receivables.
It is also exposed to counterparty risk through financial assets, including cash balances and, where applicable,
other financial instruments.

Credit risk is managed through ongoing monitoring of exposures and assessment of the creditworthiness of
counterparties. In respect of portfolio company lending, the Company typically seeks to mitigate risk by obtaining
security over underlying assets where appropriate. While the risk of counterparty default is considered,
no significant non-performance is currently anticipated.

The Company derives a modest level of fee income from one portfolio investment. This income is not considered
material and is not expected to fluctuate significantly.
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2. Financial risk management (continued)

Credit risk associated with loan balances is considered low, as such balances are generally expected to be realised
through conversion into equity or upon the realisation of the underlying investments. Exposure to credit risk on
trade receivables is also limited due to the low balances outstanding at the reporting date.

The Company's maximum exposure to credit risk is represented by the carrying value of its financial assets,
comprising cash at bank, trade receivables and loan investments.

2.2 Capital risk management

The Company's objectives when managing capital are to safeguard its ability to continue as a going concern,
to generate sustainable returns for shareholders, and to maintain an efficient capital structure that minimises the
cost of capital while supporting the Company’s investment strategy.

Capital is monitored on the basis of total equity and debt as presented in the Statement of Financial Position.
In managing its capital structure, the Company may adjust dividend policies, return capital to shareholders, issue
new equity, or realise assets to manage or reduce indebtedness, as appropriate.

2.3 Fair value estimation
Refer to note 20 for the fair value measurement accounting policy.

3. Critical accounting estimates and judgements

The preparation of the financial statements requires the use of estimates and judgements that affect the reported
amounts of assets and liabilities. Estimates and underlying assumptions are reviewed on an ongoing basis and
are based on historical experience and other relevant factors, including reasonable expectations of future events.

The Company makes forward-looking estimates and assumptions and recognises that actual outcomes may
differ. The key sources of estimation uncertainty that may result in material adjustments to the carrying amounts
of assets and liabilities within the next financial year are set out below.

Estimates

Fair value of financial instruments
As disclosed in Note 20, the Company holds unquoted investments with a carrying value of £7.2 million, classified
as financial assets at fair value through profit or loss (“FVTPL).

The fair value of Level 2 financial instruments is determined by reference to observable inputs, including recent
transaction prices where available. Level 3 financial instruments are valued using appropriate valuation technigues,
including discounted cash flow models, market-based approaches and probability-weighted scenario analysis.

Given the early-stage nature of many of the Company’s investments, valuation techniques may involve significant
unobservable inputs and assumptions. In certain cases, there may be limited or no directly comparable market
data, and valuations may not be readily realisable in the short term.

The Company also holds convertible loan notes classified as FVTPL. The valuation of these instruments
incorporates an assessment of the probability and timing of potential conversion and redemption scenarios, which
are reflected within the overall fair value measurement.

Where the Company holds both convertible loan notes and equity holdings in an investee, these are assessed and
valued on a combined basis as the Company expects to realise both forms of investment on the same basis and
are considered to form part of the Company’s long term interest in the investee. Where the Company make a short
term working capital loan to an investee, this is separately presented and disclosed as a receivable assets and
not assessed as part of the Company’s investment in that investee.
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3. Critical accounting estimates and judgements (continued)

Judgements

IFRS 10 designation as an investment entity
A key judgement is that the Company meets the definition of an investment entity under IFRS 10 and, accordingly,
does not consolidate its investees but instead measures them at fair value through profit or loss.

In reaching this conclusion, the Directors considered the criteria set out in IFRS 10 and determined that the
Company:

@ raises funds from one or more investors for the purpose of providing investment management services;

® has a business purpose of investing funds solely for returns from capital appreciation, investment income,
or both; and

® measures and evaluates the performance of substantially all of its investments on a fair value basis.

The Directors have also concluded that the Company's investment-related activities do not represent a separate
substantial business activity or a significant independent source of income, consistent with the characteristics of
an investment entity.

4. Segmental reporting

Operating segments are identified based on internal reports that are regularly reviewed by the chief operating
decision maker, being the Board of Directors.

The Directors have determined that the Company operates as a single segment, being investment activities.
This reflects the way in which financial information is reported and assessed for decision-making purposes.

Accordingly, no separate segmental analysis is presented, and the information disclosed in the Income Statement
and Statement of Financial Position is considered to represent the Company’s segmental results and financial
position.

5. Staff costs

Staff costs for the company during the year, including directors

2025 2024

£ £

Wages and salaries 391,528 429,017
Social security costs 35,368 48,345
Pension costs 32,116 34,163
Share based payment charge (options) 17,575 2,929
Total staff costs 476,587 514,454

The average number of people (including non-executive directors) employed by the company during the year was:

2025 2024

No No

Directors 3 3
Employees 3 3
Total 6 6
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5. Staff costs (continued)

Directors’ remuneration
Other than directors the Company had three employees as at 31 December 2025. Total remuneration paid to
directors during the year was as follows:

2025 2024
£ £

Directors’ remuneration
— Salaries 70,975 86,877
— Share based payment charge 17,575 2,929
Total directors’ remuneration 88,550 89,806
Total remuneration of the highest paid director was 27,500 32,000

A summary of remuneration paid to each director, including pension payments, is included in the Report on
Directors’ Remuneration (page 31).

Key management personnel remuneration
Other than directors the Company recognised one employee as key management personnel as at 31 December
2025. Total remuneration paid to key personnel during the year was as follows:

2025 2024
£ £

Key management personnel remuneration
— Salaries and benefits 202,742 235,261
— Pension costs 12,306 13,425
— Share based payment charge 17,575 2,929
Total key management personnel remuneration 232,623 251,615

6. Other expenses

2025 2024
£ £
Share based payment (options) 17,575 2,929
One-off legal and professional costs 47,678 14,118
Non-recurring' 27,913 48,885
93,166 65,932

12025 relating to interest fees associated with defaulting investor event in relation to SVV2 (see note 17) and implementation fees of the amended £500,000 loan facility, 2024
relating to the fees associated with the implementation and the amendment to the £500,000 loan facility (see note 18 for details).

7. Operating loss

2025 2024
£ £
Fees payable to the company’s auditor for services provided
to the company
— Audit services 48,650 63,000
— Tax compliance services (paid to former auditor) 6,425 7,000
- Advisory services (paid to former auditor) 6,776 1,760
— Audit related services - 4,000

During the year, additional fees of £22,000 were payable to the Company's former auditor in respect of the audit
of the 2024 financial statements.
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8. Finance income

2025 2024
£ £
Bank interest received 14 26
Interest income on loan notes 12,630 2,288
Interest accrued on convertible loan notes 29,884 27,952
42,528 30,281
9. Taxation
2025 2024
£ £
Loss before tax (5,089,148) (3,772,020)
Tax at domestic income tax rate of 19% (2024: 19%) (966,938) (716,684)
Expenses not deductible for tax purposes 3,739 1,241
Fair value movement not taxable 776,013 467,396
Unutilised tax losses 187,186 248,047
Tax - -

The Company has unutilised losses of approximately £17.2m (2024: £14.5m) resulting in a deferred tax asset not
recognised of approximately £4.3m (2024: £3.6m). The losses do not have an expiry date. The Company has not
recognised a deferred tax asset in respect of these losses as there is insufficient evidence of future taxable profits.
The Company has not recognised a deferred tax liability in respect of fair value gains on investments as most
asset sales are expected to be exempt from taxation due to the substantial shareholding exemption (SSE).

The tax reconciliation has been prepared using a rate of 19% (2024: 19%). Whilst the main rate of UK corporation
tax was 25% during the year, the Company has significant unrecognised tax losses and no current tax liability.
Accordingly, the tax reconciliation is presented on a consistent basis with prior periods and has no impact on the
tax charge recognised in the financial statements.

10. Loss per share

2025 2024
£ £

Loss for the purposes of basic and fully diluted
Loss per share (5,089,148) (3,772,020)
2025 2024
Number Number

Weighted average number of ordinary shares

For calculation of basic earnings per share 596,531,980 437,148,474
For calculation of fully diluted earnings per share 596,531,980 437,148,474
2025 2024

Loss per share:
Basic loss per share
Diluted loss per share

(0.85) pence
(0.85) pence

(0.86) pence
(0.86) pence

In 2025, and 2024, the fully diluted loss per share is the same as the basic loss per share as the share options
were underwater which would have an anti-dilutive effect on loss per share.
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11. Non current assets

Investments
2025 2024
£ £
Fair value of investments brought forward 10,739,631 12,778,617
Interest accrued on convertible loan note 29,884 27,952
Additions 633,999 656,846
Disposals (100) (263,803)
Fair value of investments before fair value adjustment 11,403,414 13,199,612
Fair value adjustment to investments (4,084,278) (2,459,981)
Fair value of investments carried forward 7,319,136 10,739,631

The difference between additions disclosed above and cash additions in the statement of cash flows relates to
£180,000 of short-term loans converted into convertible loan notes during the year. This represented a non-cash
transaction and therefore did not result in a cash outflow.

The table below presents a breakdown of the cost, fair value, and percentage ownership for each company within
the portfolio. For additional information on the fair value measurement of these investments, refer to Note 20 on
pages 56-58.

Cost Valuation Equity ownership

£000 £000 %
Device Authority Limited 9,305 3,873 25.32
Talking Medicines Limited 1,727 1,705 23.8
FVRVS Limited (FundamentalVR) 2,928 1,576 10.3
Sure Valley Ventures Enterprise Capital Fund 1,275 - -
Sure Ventures PLC 175 149 2.9
Diffusiondata Limited 120 15 <1
Wyld Networks AB 2,332 1 <1
Tern PLC, Inc. - - 100

17,862 7,319

The convertible loan facility issued to Talking Medicines is a financial asset with multiple derivatives and the entire
contract has been designated at FVTPL, with any movement in fair value taken to profit or loss for the year. As at
31 December 2025, the principal of the convertible loan outstanding was £467,500 (2024: 287,500).

Tern PLC, Inc. was incorporated in the United States in 2017 and is a wholly owned subsidiary of the Company.
The Directors consider that the entity does not undertake investment activities and has no material net assets.
Consequently, no value has been assigned to Tern PLC, Inc. within the investment portfolio valuation disclosed
above.

12. Trade and other receivables

2025 2024

£ £

Trade receivables 54,600 24,600
Prepayments 45,739 46,853
Loans to portfolio companies - 95,000
Interest receivable on loan notes 14,918 2,288
Other receivables 4,631 16,167
Total 119,888 184,908
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12. Trade and other receivables (continued)
The directors consider that the carrying amount of trade and other receivables approximates to its fair value.

There is no provision for expected credit losses. The other classes within trade and other receivables do not contain
impaired assets.

The maximum exposure to credit risk at the reporting date is the fair value of the trade receivables which all relate
to receivables from our investments.

13. Cash and cash equivalents

2025 2024
£ £
Cash at bank 49,385 382,213

The directors consider that the carrying amount of cash at bank is a reasonable approximation to its fair value.

14. Issued share capital

Number of shares Nominal value Share premium
no. £ £
Issued and fully paid
At 31 December 2024
Ordinary shares of £0.0002 524,993,062 104,998
Deferred shares of £29.999 42,247 1,267,368
Deferred shares of £0.00099 34,545,072 34,200
559,580,381 1,406,566 35,540,884
Ordinary shares issued 147,720,643 29,544 1,325,372
Share issue expenses - - (111,483)
707,301,024 1,436,110 36,754,773
At 31 December 2025
Ordinary shares of £0.0002 672,713,705 134,542
Deferred shares of £29.999 42,247 1,267,368
Deferred shares of £0.00099 34,545,072 34,200
707,301,024 1,436,110 36,754,773

Ordinary shares
The shares have attached to them full voting, dividend and capital distribution (including on winding up) rights.
They do not confer any rights of redemption.

The table below lists the ordinary shares issued in the year:

Price paid Purpose of
Shares issued per share share issuance

Date of issue No. pence
26 February 2025 19,230,769 1.15 Placing
8 May 2025 34,013,989 1.00 Allotment of open offer
31 July 2025 64,248,646 1.00 Allotment of open offer
16 October 2025 30,227,239 0.50 Allotment of open offer

147,720,643
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14. Issued share capital (continued)

Deferred shares of £29.999

The shares have no voting or dividend rights. There are no capital distribution (including on winding up) rights,
other than to receive the nominal amount paid on the shares, after the ordinary shareholders have received the
sum of £100 per share.

Deferred shares of £0.00099
The shares have no voting or dividend rights. There are no capital distribution (including on winding up) rights, other
than to receive the nominal amount paid on the shares. The Company has the right to purchase all the shares for £1.

15. Reserves

Details of the movements in reserves are set out in the Statement of Changes in Equity. A description of each
reserve is set out below.

Share capital
The amount subscribed for shares at nominal value.

Share premium
This represents the excess of the amount subscribed for share capital over the nominal value of the respective
shares net of share issue expenses.

Accumulated losses
Cumulative loss of the Company.

16. Trade and other payables

2025 2024

£ £

Trade payables 181,074 182,462
Accruals and deferred income 139,872 81,627
Other taxes and social security 102,231 167,950
Other payables 2,310 4,464
Total 425,487 436,503

The directors consider that the carrying amount of trade payables approximates to its fair value.

17. Contingent Liability and Commitments

Contingent Liability

During the year ended 31 December 2025, the Company was declared a defaulting investor in relation to its
commitment to Sure Valley Ventures Enterprise Capital LP (SVV2) following non-payment of a capital call due in
October 2025. A formal default notice was issued in December 2025 in accordance with the terms of the limited
partnership agreement.

Under the terms of the agreement, the Company may be liable for certain costs, interest and other amounts arising
as a consequence of the default, including indemnification of the partnership, the general partner and/or the
manager for losses, expenses and fees incurred.

Claims have been asserted against the Company in respect of such amounts, including legal and enforcement
costs and other charges. The Company disputes certain elements of these claims, including the scope and
quantum of amounts recoverable under the agreement.

At the reporting date, the existence and extent of a portion of these obligations remain uncertain and are subject
to ongoing discussions and potential legal resolution. Accordingly, no provision has been recognised in respect
of these disputed amounts.
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17. Contingent Liability and Commitments (continued)

Based on information currently available, the Directors estimate that the possible financial effect of these
contingent liabilities could be up to approximately £200,000, although the ultimate outcome may differ from this
estimate. This amount includes potential legal costs, interest and other claims that may arise under the partnership
agreement.

The Directors consider that, while an outflow of economic benefits is possible, it is not currently probable for the
disputed elements or capable of being measured with sufficient reliability to recognise a provision. The Company
continues to assess these matters and will recognise a provision in future periods if and when the recognition
criteria under IAS 37 are met.

At the date of approval of these financial statements, the Company is in advanced discussions regarding a
potential settlement of this matter. The Directors currently expect that any settlement amount would be
significantly lower than the maximum exposure referred to above, although the matter has not yet been concluded
and the final outcome cannot be determined with certainty.

Commitments

On 9 October 2025, the Company announced revised remuneration arrangements for certain members of senior
management and directors. As part of these arrangements, eligible individuals may become entitled to in 12.5%
of net proceeds realised by the Company from future portfolio investment exits, subject to the terms and
conditions of the relevant agreements.

Any amounts payable under these arrangements are contingent upon the successful realisation of investments
and the generation of proceeds above specified thresholds. As at 31 December 2025, no qualifying realisation
events had occurred and accordingly no liability has been recognised in these financial statements.

The potential amount payable, if any, will depend on the timing, value and structure of future investment
realisations and therefore cannot be estimated reliably at the reporting date.

Additionally, the Board has committed that shareholders will receive a distribution or capital return of at least 50%
of the net proceeds received by the Company from the exit of any individual investment over £1 million subject to
the Company having sufficient distributable reserves and no legal or regulatory impediment to undertaking such
an action.

Lease commitments

The Company holds a lease of a motor vehicle which is provided as part of remuneration arrangements for an
employee. As at 31 December 2025 the total future minimum lease payments were £35,194 to be paid in equal
monthly instalments over three years.

18. Short Term Loans

2025 2024

£ £

Short Term Loan 150,738 161,114
Management Loan 31,190 -
Total 181,928 161,114

During the year, the Company utilised a short-term unsecured loan facility originally entered into on 12 June 2023.
In September 2025, the repayment date of the facility was extended from 15 September 2025 to 5 March 2026.
Approximately £150,000 remained outstanding under the facility at that date, together with accrued interest at 1.0%
per calendar month.

Subsequently, as announced on 5 March 2026, the repayment date of the facility was further extended to
11 September 2026. Following a partial repayment and payment of a loan extension fee, £120,000 plus accrued
interest remained outstanding under the facility.
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18. Short Term Loans (continued)
The amendment to the loan agreement does not qualify as a substantial modification in accordance with IFRS 9.

During the period, the Company entered into a short-term unsecured cash facility with a company controlled by
Albert Sisto in order to support the Company's short-term working capital requirements. The facility was provided
on an interest-free basis. The loan was denominated in USD.

The balance outstanding under the management loan facility at 31 December 2025 was £31,190.

The loan was subsequently repaid on 2 March 2026 by way of non-cash consideration through the application of
Albert Sisto’s personal entitlement under the Company's April 2026 Open Offer. Accordingly, no cash repayment was
made by the Company and the facility was extinguished in full following completion of the Open Offer.

19. Derivative Financial Instruments

2025 2024
£ £
Fair value brought forward - 104,855

Fair value movement of derivative financial instruments - 83,270
Exercise of derivative financial instruments (188,125)

Fair value carried forward - -

Warrants
There were no warrants outstanding at 31 December 2025 (2024: none)

20. Fair value measurement

Financial assets and financial liabilities

The Company classifies its financial instruments in accordance with IFRS 9 based on the business model for
managing the assets and the contractual cash flow characteristics of the instrument. Financial assets are initially
recognised at fair value and subsequently measured either at amortised cost or at fair value through profit or loss
("FVTPL"). Financial liabilities are measured at amortised cost unless required to be measured at FVTPL.

The Company’s investment portfolio is designated at fair value through profit or loss, as the investments are
managed and their performance evaluated on a fair value basis in accordance with the Company’s investment
strategy. Investments are recognised on the trade date and transaction costs are expensed as incurred.
Subsequent to initial recognition, investments are remeasured to fair value at each reporting date, with gains and
losses arising from changes in fair value recognised in the Statement of Comprehensive Income.

Where investments are quoted in an active market, fair value is determined by reference to quoted bid prices at
the reporting date. In the absence of an active market, fair value is determined using appropriate valuation
techniques, including recent arm’s length transactions, market comparables, discounted cash flow models and
probability-weighted scenario analyses, taking into account the specific circumstances of each investment.

Trade and other receivables are classified at amortised cost where they are held to collect contractual cash flows
and those cash flows represent solely payments of principal and interest. Such assets are initially recognised at
fair value plus directly attributable transaction costs and subsequently measured using the effective interest
method, less any expected credit loss allowance.

Financial liabilities, including trade and other payables and borrowings, are initially recognised at fair value net of
transaction costs and are subsequently measured at amortised cost using the effective interest method.

Fair value hierarchy
IFRS 13 requires financial instruments measured at fair value to be classified according to the following hierarchy
based on the observability of the inputs used in determining fair value:

LEVEL 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities that the Company can
access at the measurement date.
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20. Fair value measurement (continued)

LEVEL 2 - inputs other than quoted prices included within Level 1 that are observable for the asset, either directly
or indirectly. These may include quoted prices for similar assets in active markets, quoted prices for identical or
similar assets in inactive markets, or valuation techniques where all significant inputs are based on observable
market data.

LEVEL 3 - valuation techniques using inputs that are not based on observable market data and where one or more
significant inputs are unobservable. Such instruments include investments in private companies and are valued
using techniques including earnings or revenue multiples, discounted cash flow models and probability-weighted
expected return methodologies.

The Directors review the valuation methodologies, assumptions and classification of investments within the fair
value hierarchy at each reporting date. Transfers between levels are recognised at the end of the reporting period
during which the transfer occurs.

Level 3 investment valuations

The Company’s Level 3 investment valuations represent the estimated fair value of Tern's specific shareholding
or financial interest in each portfolio company at the reporting date. They should not be interpreted as representing
the overall enterprise value of the underlying portfolio company as a whole.

In determining the fair value of an individual investment, the Directors consider the rights and characteristics
attaching to the specific instruments held by Tern, together with the impact of the capital structure of the relevant
portfolio company. This includes consideration of factors such as:

the class of shares or instruments held by Tern;

the price paid in recent equity funding rounds;

any preferential rights attaching to different share classes;

the potential dilution arising from outstanding warrants, share options or convertible loan notes (“CLNs");

the probability and timing of future funding rounds or conversion events; and

the expected proceeds attributable specifically to Tern's holding under different valuation scenarios.

As a result, the implied value of a portfolio company may differ materially from the value attributable to Tern's
investment interest. In particular, where portfolio companies have complex capital structures, the economic value
attributable to ordinary shareholders may be significantly affected by the existence of preference shares,
conversion rights, warrants, employee share options and other potentially dilutive instruments.

The Directors therefore apply valuation methodologies that are intended to estimate the fair value of Tern's actual
economic interest in each investment, rather than applying a simple percentage ownership calculation to an
assumed overall company valuation.

The table below analyses financial instruments carried at fair value by valuation hierarchy as at 31 December 2025.

Level 1 Level 2 Level 3

£ £ £

Device Authority Limited - - 3,872,663
FVRVS Limited - - 1,576,210
Talking Medicines Limited - - 1,705,597
Diffusiondata Limited - 14,565 -
Sure Ventures PLC 149,390 - -
Wyld Networks AB 711 - -
150,101 14,565 7,154,470

For Level 2 investments, the fair value assessment was made by the directors using the price of the shares in the
most recent fundraise within the last 12 months.
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20. Fair value measurement (continued)

Sensitivity of Level 3 valuations
The sensitivity analysis presented below applies to Level 3 investments for which observable market data was
not available. The principal unobservable inputs used in determining fair value included:

Probability weighting applied to valuation scenarios;

Revenue multiples applied in exit scenarios;

Discount rates applied to future cash flows and exit values;
Expected future revenue growth assumptions;

Assumed timing and probability of future financing or exit events;

Expected dilution arising from convertible loan notes (“CLNs"), warrants and share options; and

Estimated recovery values in downside or failure scenarios.

The following table presents the sensitivity of the fair value of the Company’s Level 3 investments to reasonably
possible changes in significant unobservable inputs used within the valuation models at 31 December 2025.
The sensitivities shown below are calculated independently and may not be representative of actual outcomes,
as changes in assumptions may be interrelated.

Reasonably
Significant possible
Valuation unobservable change Increasein  Decrease in
Investment technique input in input fair value fair value
Talking Medicines PWERM* Revenue multiple +/-0.5x £151,038 (£422,111)
Probability weighting of
upside scenario +/-10% £193,864 (£193,864)
Discount rate -/ +5% £151,038 (£227,766)
FVRVS PWERM Revenue multiple +/-1x £221,938 (£240,311)
Probability weighting of
upside scenario +/-10% £80,051 (£80,051)
Device Authority PWERM Probability weighting of
upside scenario +/-10% £180,804 (£180,804)
Revenue multiple on exit +/-1% £445,122 (£445122)
Discount rate -/ +5% £1,367,378 (£936,565)

* Probability Weighted Expected Return Model ("PWERM"). Given the nature of the technique, multiple interdependent assumptions are applied in each valuation and, therefore,
ranges for certain inputs are not presented in isolation.

*Where applicable, PWERM scenarios were discounted using rates ranging from 20% to 30%.

In general, increases in revenue or exit multiples, strategic exit valuations and the probability weighting assigned
to successful outcomes would result in higher fair value measurements. Conversely, increases in discount rates
or dilution assumptions would generally reduce the fair value attributable to the Company’s investment interests.

The sensitivity analysis reflects the impact on the value of the Company’s individual investment holdings rather
than the implied enterprise value of the underlying portfolio companies.

Convertible loan notes held within portfolio companies are considered as part of the overall valuation of the
Company’s investment interests. Where applicable, valuation models incorporate the impact of conversion rights,
liquidation preferences, dilution arising from warrants and share options, and other contractual features in
determining the fair value attributable to the Company’s holding at the reporting date.

As at 31 December 2025, the Level 2 investment was valued using publicly available market data, specifically the
share price from the most recent fundraising round within the past 12 months.
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21. Share based payments

Options

The Company operates an equity settled share based remuneration scheme for directors, employees and advisors.
Under the director and employees’ scheme, options are granted to purchase shares which must be exercised
within ten years from the date of the grant.

The options are capable of exercise on the third anniversary of the grant date according to the increase in share
price on the vesting date. If at any point prior to the third anniversary of the grant date, the share price increases
by 100%, then 100% of the shares vest immediately. If there has been no increase in share price by the third
anniversary, then 0% of the shares vest. Between these two points the options will vest on a straight-line basis.

Under the previous scheme, which is still in place for the non- executive directors and previous directors, shares
were granted which must be exercised within seven years from the date of grant. These options vest immediately
on issue. As at the date the accounts were signed, all these options have lapsed.

In 2017 share options were issued to a professional adviser as part of their fees. Under the advisor's scheme
options may be granted to purchase shares which must be exercised within ten years from the date of grant. The
advisor options are fully vested.

The Black Scholes method was used to calculate the fair value of the director and employees’ scheme to calculate
the fair value of options at the date of grant.

A total share based payment charge of £17,575 was recognised in 2025 (2024: £2,929).
The table below lists the inputs to the model used for the options granted in 2024 and 2020:

2024 2020
Employees Employees
Weighted average share price at date of grant 2.45 pence 8.15 pence
Weighted average exercise price 2.45 pence 8.15 pence
Expected volatility 100% 100%
Vesting period 3 3
Contractual life 10 10
Risk free rate 1.94% 1.94%
The share options held as at 31 December 2025 are set out in the table below:
Outstanding at Outstanding at
31 December Granted Exercised Lapsed during 31 December Exercisable
2024 during the year during the year the year 2025 Option Price  on or before
Directors 5,000,000 - - - 5,000,000 8.5p 18 May 2027
2,400,000 - - - 2,400,000 2.45p 29 Oct 2034
Total directors 7,400,000 - - - 7,400,000
Employees 500,000 - - - 500,000 8.15p 22 July 2030
Other 100,000 - - - 100,000 8.5p 18 May 2027

Total Options 8,000,000 - -

8,000,000

Note: A detailed breakdown of directors’ options is set out in the Report on Directors’ Remuneration on page 32.
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22. Related party transactions

The Company considers the following businesses to be related parties and details in the table below, all related

party transactions for the period as at 31 December.

2025 2024
Revenue Revenue
recognised Investment* recognised Investment
£ £ £ £
Talking Medicines Limited 21,000 180,000 16,500 100,000
* Investments comprise new equity subscriptions and convertible loan note investments made during the year.
The table below sets out the outstanding balances with related parties as at 31 December.
2025 2024
Payable Receivable Payable Receivable
£ £ £ £
Directors’ remuneration and
Key Management Personnel 11,666 - 26,192 -
Albert E. Sisto — management loan 33,146 - - -
Talking Medicines Limited — trade receivables - 49,800 - 24,600
Talking Medicines - loan - - - 95,000
Tern PLC, Inc. 52,596 - 42,390 -

The management loan facility, denominated in USD (USD42,000), was unsecured, interest free and repayable within
30 days. Following the year end, the outstanding balance was settled through the issue of ordinary open offer shares.

On 26 May 2026, the outstanding trade receivable due from Talking Medicines Limited was fully settled through
the issue of unsecured convertible loan notes and, accordingly, no cash was received by the Company.

The balance payable to Tern PLC, Inc. relates to administrative expenses incurred on behalf of the Company and

is unsecured, interest free and repayable on demand.

Equity shareholdings are detailed in Note 11.

23. Cash flow from operations

2025 2024
£ £
Loss for the year (5,089,148) (3,772,020)
Adjustments for items not included in cash flow
Movement in fair value of investments 4,084,278 2,459,981
Loss/profit on disposal - 13,374
Share based payment charge 17,575 2,929
Amortisation of loan implementation fee' - 33,333
Amortisation of loan extension fee 3,750 -
Movement in fair value of derivative financial instrument - 83,270
Finance expense 17,909 43,407
Finance income (42,528) (30,281)
Operating cash flows before movements in working capital (1,008,164) (1,166,007)
Adjustments for changes in working capital
(Increase)/decrease in trade and other receivables? (17,350) (14,087)
(Decrease) in trade and other payables (11,016) 111,124
Cash used in operations (1,036,530) (1,068,970)

1 Implementation fee was a non-cash transaction fee for the issuance of shares rating to the loan facility
2 Excludes cash loans and interest receivable from portfolio companies.
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24. Financial instruments
The Company uses financial instruments, other than derivatives, to provide funding for the Company’s operations.
Categories of financial instruments

The IFRS 9 categories of financial assets included in the Statement of Financial Position, along with their respective
headings, are set out below. All financial assets are classified as current.

2025 2024
£ £
Financial assets
Cash at bank 49,385 382,213
Trade receivables 54,600 24,600
Other receivables 4,631 16,167
Fair value through profit or loss (FVTPL)
Investments 7,319,136 10,739,631

Financial liabilities
The IFRS 9 categories of financial liabilities presented in the Statement of Financial Position, along with their respective
headings, are outlined below. All financial liabilities are classified as current.

2025 2024
£ £
Financial liabilities
Trade Payables 181,074 182,462
Accruals 99,278 77,044
Financial Liabilities at amortised cost
Short term loans 181,928 161,114

25. Events after the reporting period

On 15 January 2026, it was announced that the Company, following its default under the SVV2 Limited Partnership
Agreement, had ceased to be a limited partner in Sure Valley Ventures Enterprise Capital Fund LP. The potential
financial consequences arising from this matter remain uncertain at the date of approval of these financial
statements and have therefore been disclosed as a contingent liability. Further details are provided in Note 17.

On 4 March 2026, 78,163,662 new ordinary shares were issued at 0.4p per share for cash as a result of an Open
Offer raising £312,654 before any share issue expenses.

On 5 March 2026, it was announced that the company entered into an amendment to the 2023 loan facility to
extend the repayment date to September 2026.

On 14 May 2026, 67,666,314 new ordinary shares were issued at 0.6p per share for cash as a result of an Open
Offer raising £406,000 before any share issue expenses.

On 8 May 2026, shareholders approved all resolutions proposed at the General Meeting, including resolutions
authorising the Directors to allot up to 107,268,195 new ordinary shares and disapplying statutory pre-emption
rights in connection with the Open Offer.

On 22 May 2026, 37,000,000 new ordinary shares were issued at 0.6p per share for cash as the result of a private
placing raising £222,000 before any share issue expenses.

On 22 May 2026, it was announced that the Company had invested US$280,000 (£209,408) in new unsecured
convertible loan notes issued by Device Authority Limited ('Device Authority").

On 26 May 2026, it was announced that the Company subscribed for approximately £270,000 of new unsecured
convertible loan notes in Talking Medicines Limited through the conversion of approximately £87,000 of existing
balances owed to Tern and a further cash investment of approximately £48,000.
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26. Ultimate controlling party

The directors do not consider there to be a single ultimate controlling party.
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