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Dual fundraises endorse Tern’s strategy

Tern has completed a c.£1.75 million fundraise at 11.15p to support its
investment strategy and maintain its ‘positions of influence’ in its investee
companies as they participate in follow-on funding rounds. In an immediate
example of the latter, one of those investees, FundamentalVR, has closed a
£4.3 million fundraising including the conversion, by Tern, of £0.5 million in
convertible loan notes. The post-money valuation of £11.3 million implies a
27% uplift on Tern’s investment of £1.9 million in May and October 2018.
Following this funding round, Tern’s shareholding in FundamentalVR will be
26.9%, with a valuation of £3.0 million, producing a fair value increase of
£0.6 million. As Tern CEO Al Sisto notes, FundamentalVR’s funding round
epitomises Tern’s strategy of focusing on investing in strong ideas and
management teams of UK and European businesses active in the Internet of
Things arena. The investors in this round included institutional money from
Downing and others, and trade investment from both the US and Europe —
in our view a strong vindication of both FundamentalVR and Tern.

" FundamentalVR provides a suite of online simulations which combine
virtual reality experience with feedback via sense of touch to create a
near-real operating experience. It also delivers customised simulations for
medical device, pharmaceutical and healthcare companies.

" The FundamentalVR platform delivers both education and accreditation
for medical professionals — it can help train surgeons on new devices, and
it can measure and assess their performance in simulated operations.

" Leading medical institutions participating in the funding round include the
Mayo Clinic, one of America’s leading centres of medical excellence and a
current customer of FundamentalVR, and Sana Kliniken, one of Europe’s
leading medical organisations. Their involvement provides a strong
endorsement of the business’s solutions in a fast-growing market.

" In conjunction with this funding round, Tern has converted, at a 20%
discount to the current fundraising price, £0.5 million of convertible loan
notes (plus interest) which Tern advanced to FundamentalVR as bridging
loans between April and September 2019.

FundamentalVR’s fundraise provides a material (27%) uplift on Tern’s
investment, but in our view is even more important for its validation — both
of FundamentalVR’s market proposition, and of Tern’s investment process
which is now attracting follow-on funding from both trade and institutional
players. Tern’s own parallel raise will enable it to fund further investments
while continuing to support the six companies in its current portfolio.
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Disclaimers and Disclosures

Copyright 2019 Progressive Equity Research Limited (“PERL”). All rights reserved. Progressive’s research is commissioned by the subject
company under contract and is freely available to the public and all institutional investors. Progressive does not offer investors the ability to
trade securities. Our publications should not, therefore, be considered an inducement under MiFID Il regulations. PERL provides professional
equity research services, and the companies researched pay a fee in order for this research to be made available. This report has been
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only. All information used in
the publication of this report has been compiled from publicly available sources that are believed to be reliable; however, PERL does not
guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of
PERL at the time of publication, and any estimates are those of PERL and not of the companies concerned unless specifically sourced
otherwise. PERL is authorised and regulated by the Financial Conduct Authority (FCA) of the United Kingdom (registration number 697355).

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

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

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

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings. In addition, the level
of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead to difficulties in

opening and/or closing positions. It may be difficult to obtain accurate information about the value of securities mentioned in this report.
Past performance is not necessarily a guide to future performance.
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To arrange a meeting with the management team, or for further information about Progressive, please contact:
Emily Ritchie
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