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Intercede Group plc

Flash Note

Providing a further update reflecting its success in securing some of its outstanding
pipeline contracts, Intercede has signalled that the second half of 2016/17 is likely to be
materially stronger than the first. There is clearly a return in momentum within its core
“occupational” market (MylD) which bodes well for the current year (2017/18). We
remain convinced that the move to mobile usage in this market and the roll-out of the
RapID product in mobile transactions will drive substantial improvements such that the
Group returns to profit by 2018/19. Moreover, the success it has had in generating cash
underpins both our confidence in the operational improvement and our positive view of
the shares’ theoretical value. We upgrade forecasts and our estimate of NPV as a result.

Year to Sales Gross Profit EBIT PBT Gross Cash

March £m fm £m Previous £m Previous £m Previous
FYl6a 11.04 1059 (1.92) - (1.89) - 529

FY17e 830 813 (5.04) (533) (5.02) (531 6.89 5.94
FY1g8e 13.00 12.74 (3.51) - (3.84) - 350 3.03
FY19e 2050 20.09 062 - 029 - 400 354

Intercede has updated the market (4™ April 2017) following its earlier statement (3
March 2017) which highlighted the timing issues relating to c. £2.0m of orders in the
year to 31t March 2017. The Group secured three of these orders before the end of the
trading period and, as a result, now expects total revenue to be between £8.2m and
£8.4m, a potential 5.0% uplift on its previous expectation.

In addition, Intercede expects to report gross cash balances for the year of £6.9m
compared to the £6.0m highlighted in the statement on 3™ March 2017. We believe
that this uplift is due to the Group’s success in collecting cash through to the end of
the period.

In light of the further trading update, we have increased our 2016/17 revenue estimate
by 3.8% to £8.3m, driven exclusively by an additional £0.3m within Software Licenses.
Maintaining our estimate for Operating Expenses, This produces reductions of 1.7% at
operating and 5.5% at pre-tax forecasts for the year.

We have not altered our income statement forecasts for 2017/18 or 2018/19 although
our confidence is improved by the statement. This highlights growing momentum
within Intercede’s core markets as the previous US Budget logjam is resolved.

The greatest impact is within cash flow where Intercede has clearly performed better
than expected. We believe that the £0.9m improvement in estimated gross cash
balances (excluding £4.5m of Convertible Loan Notes) is a result of strong working
capital management, particularly within debtors. We have allowed for greater working
capital demands in the current year as revenues improve. As a result, we increase our
2017/18 gross cash estimate by 15.5% to £3.5m.

The improvement in cash generation raises the theoretical equity market value of
Intercede. Although we retain our e discount rate at 12.5%, the gain in 2016/17 gross
cash balances, and the subsequently higher levels thereafter, imply a theoretical NPV
of 238p, some 12.2% higher than our initial estimate (212p).

This document provides information on IntercedeGroup plc - it is not a solicitation of an offer to buy or sell securities.
See the disclaimer on the back page.
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Intercede: Data Bank

Figure 1: Intercede Revenue Forecasts

Year to March (£E000's) 2015/16A 2016/17E  Change (%) 2017/18E 2018/19E
Support & Maintenance 3,500.0 3,800.0 - 4500.0 5.870.0
Professional Services 2,604.0 1,700.0 B 2,800.0 3230.0
Software Licences 4,800.0 2,800.0 +12.0% 5700.0 8,000.0
Subscription Services 0.0 0.0 B 0.0 3,400.0
Other 100.0 0.0 - 0.0 0.0
Revenue 11.004.0 8.300.0 +3.8% 13,000.0 20,500.0

Figure 2: Intercede Income Statement Forecasts

Source: Intercede Group plc Report & Accounts and Capital Access Group Forecasts

FYR FYR H1 H2 FYR FYR FYR
£000's 2014/15 2015/16 2016/17 2016/17 2016/17 201718 2018/19
Revenue 8,819.0 11,004.0 2,828.0 54720 8.300.0 13,000.0 20,500.0
COGS (344.0) (410.0) (58.0) (109.4) (167.4) (260.0) (410.0)
Gross Profit 8,475.0 10,594.0 2,770.0 5,362.6 8,132.6 12,740.0 20,090.0
Gross Margin 96.1% 96.3% 97.9% 98.0% 98.0% 98.0% 98.0%
OpEXx (10,215.0) (12,511.0) (6,448.0) (6,723.0) (13,171.0) (16,250.0) (19,475.0)
OpEx/Revenue 115.8% 113.7% 228.0% 122.9% 158.7% 125.0% 95.0%
Operating (1.740.0) (1,917.0) (3.678.0) (1.360.4) (5.038.4) (3.510.0) 615.0
(Loss)/Profit
Finance 68.0 32.0 7.0 13.0 20.0 (330.0) (330.0)
(Loss)/Profit (1.,672.0) (1.885.0) (3.671.0) (1.347.4) (5.018.4) (3.840.0) 285.0
before tax
Taxation 363.0 892.0 898.0 (20.0) 878.0 750.0 500.0
(Loss)/Profit (1.309.0) (993.0) (2,773.0) (1,367.4) (4140.4) (3.090.0) 785.0

Source: Intercede Group plc Report & Accounts and Capital Access Group Forecasts
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Figure 3: Intercede Cash Flow Forecasts

£000's 2015/16 2016/17 201718 201819
Operating Profit/(Loss) (1.917.0) (5,038.4) (3510.0) 615.0
Depreciation 186.0 250.0 300.0 400.0
Employee Incentive/Share Save 535.0 545.0 500.0 550.0
Debtors (100.0) 500.0 (823.6) (810.0)
Creditors 611.0 100.0 0.0 0.0
Deferred Revenue (66.0) 20.0 150.0 150.0
Interest Received/(Paid) 36.0 20.0 (330.0) (330.0)
Cash Used in Operations (715.0) (3.573.4) (3.763.6) 575.0
Taxation 892.0 878.0 750.0 500.0
Net Cash Generated/(Used) 177.0 (2,695.4) (3.013.6) 1,075.0
Capital Expenditure (197.0) (120.0) (300.0) (500.0)
Purchase of Own Shares (610.0) (110.0) (100.0) (100.0)
Share Issues 0.0 4500.0 0.0 0.0
Net Increase/(Decrease) in Cash Held (630.0) 15746 (3.413.6) 475.0
Opening Cash Balances 5,895.0 5,289.0 6.888.6 3,500.0
FX 240 25.0 25.0 25.0
Closing Cash Balances 5,289.0 6.888.6 3,500.0 4,000.0

Source: Intercede Group plc Report & Accounts and Capital Access Group Forecasts
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This document is a marketing communication which is designed to educate and inform professional investors about the subject company. The subject company pays
Capital Access Group a fixed annual fee to cover the costs of research production and distribution, and the research has not been prepared in accordance with regulatory
requirements designed to promote the independence of investment research. Capital Access Group does not make recommendations. Any comments in this report
regarding the valuation of a financial security are based on comparisons with similar securities; they are not forecasts of a likely share price. This document is not an offer to

buy or sell, or a solicitation of an offer to buy or sell, the securities mentioned.

Capital Access Group does not buy or sell shares, nor does it conduct corporate finance transactions, nor does it undertake investment business either in the UK or
elsewhere. Capital Access Group is not regulated by the Financial Conduct Authority (FCA). Neither Capital Access Group nor the analyst responsible for this research owns
shares or other securities issued by the company analysed in this research note, nor do they have a position in any derivative contract based on those securities.

This research is provided for the use of the professional investment community, market counterparties and sophisticated and high net worth investors as defined in the
rules of the regulatory bodies. It is not intended for retail investors. Any such individual who comes into possession of this research should consult an authorised professional
adviser.

The information contained in this document has been compiled from sources believed to be reliable, but no guarantee whatsoever is given that the information is
complete or accurate, or that it is fit for a particular purpose. This document was issued by Capital Access Group without legal responsibility, and is subject to change or
withdrawal without notice. By reading this document, you confirm that you have read and understand the above, and that you shall not hold Capital Access Group or any of

its members and connected companies liable for any loss that you may sustain should you decide to buy or sell any of the mentioned securities."
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