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SOPHEON (SPE): CORP

Strong close to 2022; accelerated move to SaaS

A very strong trading update for the year ending December 2022 includes unexpectedly strong EBITDA, very positive ARR development,
and unprecedented visibility for delivery of FY23 expectations. EBITDA of “approaching S7m”, for which we assume $6.8m (+36% vs
S5.0mE) was delivered from revenue of $36.5m (vs $37.0mE), leading to net cash of $21m ($21.3mE). $24.3m ARR exceeded our
anticipated year-end ARR of $22.7m and underpinned record visibility for FY23 forecasts of $28m. 15 of 16 new customers in FY22 were
Saa$, and cloud uplift (= the movement of existing customers from perpetual to SaaS) accelerated to 13 customers in the year (FY21:
6), taking cloud-lifted customers to 23. With such confidence in performance, after an upbeat AGM statement, the $11.2m US Navy
deal announced in August 2022 and positive interims, the board has chosen to forcibly accelerate the transition to SaaS. Existing
customer extensions or upgrades will necessitate a migration to SaaS, which also presents a revenue uplift opportunity where the
customer does not already take hosting services from Sopheon. We review forecasts to replace the instant “high” of licence revenue,
with the longer-term benefit of recurring SaaS revenue, representing a more predictably, better quality revenue stream. FY23 revenue
moves to $38m (from $41mE) and EBITDA to $5.5m ($6.0mE); we introduce FY24 forecasts to show confident expectations of a positive
outcome, with revenue of $43m (+13% vs FY23) and EBITDA of $7.8m (+41% vs FY24), and an improved working capital profile from an
increase in deferred revenue and absence of licence-based high debtor days at year end. Cash of $21m at FY22 grows to $25.1m by
FY24, for a growing and acquisitive company with momentum. TP 1250p reiterated.
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N RV EBITDA, very positive ARR development, and unprecedented visibility for delivery of FY23
expectations. EBITDA of “approaching S7m”, for which we assume $6.8m (+36% vs $5.0mE) was
Price 625.0p delivered from revenue of $36.5m (vs $37.0mE), leading to net cash of $21m ($21.3mE). $24.3m
) ARR exceeded our anticipated year-end ARR of $22.7m and underpinned record visibility for FY23
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Upside B forecasts of $28m. 15 of 16 new customers in FY22 were Saa$, and cloud uplift (= the movement
of existing customers from perpetual to SaaS) accelerated to 13 customers in the year (FY21: 6),
Market cap £66.4m taking cloud-lifted customers to 23. With such confidence in performance, after an upbeat AGM
Net debt/(cash) P statement, the $11.2m US Navy deal announced in August 2022 and positive interims, the board
Other EV adjustments . has chosen to forcibly accelerate the transition to SaaS. Existing customer extensions or upgrades
Enterprise value 0 will necessitate a migration to SaaS, which also presents a revenue uplift opportunity where the
customer does not already take hosting services from Sopheon. We review forecasts to replace
, the instant “high” of licence revenue, with the longer-term benefit of recurring SaaS revenue,
BBt Al o 1) representing a more predictably, better quality revenue stream. FY23 revenue moves to $38m
Adjusted EPS 3.8 202 (from $41mE) and EBITDA to $5.5m ($6.0mE); we introduce FY24 forecasts to show confident
Target price 1,250.0 n/c expectations of a positive outcome, with revenue of $43m (+13% vs FY23) and EBITDA of $7.8m

(+41% vs FY24), and an improved working capital profile from an increase in deferred revenue and

SIS IS o eI absence of licence-based high debtor days at year end. Cash of $21m at FY22 grows to $25.1m by

1,000

550 FY24, for a growing and acquisitive company with momentum. TP 1250p reiterated.
e - Sopheon has achieved EBITDA well ahead of expectations from revenue in line with expectations.
S Unusually in context of prior years where recruitment had represented a challenge, the group
=0 ended the year with a full complement of staff — EBITDA outperformance has instead been
Pk o o achieved through careful, and sustainable cost management. The FY21 and FY22 acquisitions of
T eeeen ROIB and Solverboard have meant that equivalent platforms that were in development internally
% 1M 3M 12M will be written off; ROIB is now branded Acclaim Projects, and Solverboard as Acclaim Ideas,
Actual 6.8 136 4.7 within the Sopheon Accolade and Acclaim product family. The product launches alone extend
the group TAM by an extraordinary S2bn.
Company description - The transition to SaaS is well advanced. It was often larger contracts preferring on-premise
International provider of software and delivery — generating occasional large revenue surprises. Instead through increased SaaS,
services for product life cycle visibility is now stronger earlier, rising from 64% in FY21 (vs 63% median and 61% mean 2018-21
management at end Jan) to 74% for FY23; and forecasts more robust, with increased visibility.
Andrew Darley - Maiden FY24 forecasts show the benefits of product & Saa$ initiatives. Growth continues in FY23
M) o Researeh from contracts won in FY22, before a strong upliftin FY24, with a strong balance sheet, confident
adarley@finncap.com board and exciting future. 1250p = 3.2x FY24 EV/Sales, 17x EV/EBITDA, vs 1.3x & 7x currently.
0207220 0547
Key estimates 2020A 2021A 2022E 2023E 2024E
Kimberley Carstens Year end: Dec Dec Dec Dec Dec
Research Analyst Revenue Sm 30.0 34.4 36.5 38.0 43.0
T ey Adj EBITDA $m 5.9 6.2 6.8 5.7 8.0
0207220 0548 Adj EBIT $m 2.2 2.2 2.5 1.1 3.0
Adj PBT $m 2.2 2.1 2.6 1.1 3.0
Sales desk 0207220 0522 Adj EPS [ 17.2 15.5 20.2 7.0 24.4
DPS P 33 33 33 3.3 3.3
Trading desk 0207220 0533
* denotes corporate client of finnCap EV/EBIT (adj) N 275 27.7 24.1 56.8 20.4
P/E (adj) X 44.9 49.8 38.3 110.3 31.7
Dividend yield % 0.5% 0.5% 0.5% 0.5% 0.5%
Free cash yield % 2.2% 5.7% -0.3% 3.1% 4.3%
Pre-tax ROCE % 7.4% 7.0% 8.0% 3.4% 8.9%
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*finnCap is contractually engaged and paid by the issuer to produce this material on an ongoing basis and it
is made available at the same time to any person wishing to receive it.

A marketing communication under FCA Rules, this document has not been prepared in accordance with legal
requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This research cannot be classified as objective under finnCap Ltd research policy. Visit www.finncap.com

The recommendation system used for this research is as follows. We expect the indicated target price to be
achieved within 12 months of the date of this publication. A ‘Hold" indicates expected share price
performance of +/-10%, a ‘Buy’ indicates an expected increase in share price of more than 10% and a ‘Sell’
indicates an expected decrease in share price of more than 10%.

Approved and issued by finnCap Ltd for publication only to UK persons who are authorised persons under
the Financial Services and Markets Act 2000 and to Professional customers. Retail customers who receive
this document should ignore it. finnCap Ltd uses reasonable efforts to obtain information from sources which
it believes to be reliable, but it makes no representation that the information or opinions contained in this
document are accurate, reliable or complete. Such information and opinions are provided for the information
of finnCap Ltd's clients only and are subject to change without notice. finnCap Ltd’s salespeople, traders and
other representatives may provide oral or written market commentary or trading strategies to our clients
that reflect opinions contrary to or inconsistent with the opinions expressed herein. This document should
not be copied or otherwise reproduced. finnCap Ltd and any company or individual connected with it may
have a position or holding in any investment mentioned in this document or a related investment. finnCap
Ltd may have been a manager of a public offering of securities of this company within the past 12 months,
or have received compensation for investment banking services from this company within the past 12
months, or expect to receive or may intend to seek compensation for investment banking services from this
company within the next three months. Nothing in this document should be construed as an offer or
solicitation to acquire or dispose of any investment or to engage in any other transaction. finnCap Ltd is
authorised and regulated by the Financial Conduct Authority, London E20 1JN, and is a member of the
London Stock Exchange.

Prepared solely for Nico Nooij. Not to be distributed anywhere. Strictly for personal use.



Morning

30 January 2023

ﬁnr'w}Cop

CAPITAL MARKETS

1 Bartholomew Close
London EC1A 7BL

Tel 020 7220 0500

rax 020 7220 0597

email info@finncap.com

web www.finncap.com

finnCap is registered as a company in England with
number 06198898.

Authorised and regulated by the Financial Conduct

Authority. Member of the London Stock Exchange

Additional Information for U.S. Persons

To the extent that any finnCap research is furnished to U.S. recipients, it furnished in reliance on Rule 15a-6
("Rule 15a-6") under the U.S. Securities Exchange Act of 1934, as amended. The information contained in
this research is intended solely for certain “major U.S. institutional investors" (as such term is defined in Rule
15a-6, an “MIl”) and may not be used or relied upon by any other person for any purpose. Each U.S. recipient
of this research represents and agrees, by virtue of its acceptance thereof, that it is a MIl and that it
understands the risks involved in executing transactions in such securities. Any U.S. recipient of this research
that wishes to discuss or receive additional information regarding any security mentioned herein, or engage
in any transaction to purchase or sell or solicit or offer the purchase or sale of such securities, should contact
a registered representative of Beech Hill Securities, Inc., a U.S. broker-dealer registered with the Securities
and Exchange Commission and a Member of FINRA, located at 880 Third Avenue, 16th Floor, New York, NY
10022. Any transaction by a U.S. person (other than a registered U.S. broker-dealer or bank acting in a
broker-dealer capacity) must be effected with or through Beech Hill Securities, Inc., which may be contacted
via telephone at +1 (212) 350-7200.

This research was prepared by the analyst named on the cover of this research, who is a non-U.S. research
analyst of finnCap and, as such, may not be subject to all requirements applicable to U.S.-based analysts.

All of the views expressed in this research accurately reflect the research analyst’s personal view about all of
the subject securities or research subjects and no part of such analyst’s compensation was, is, or will be
related to the specific recommendation or view contained in this research.

To the extent this research relates to non-U.S. securities, note that investing in non-U.S. securities may entail
particular risks. Such securities may not be registered under the U.S. Securities Act of 1933, as amended, and
the issuer of such securities may not be subject to U.S. reporting and/or other requirements. Financial
statements included in research with respect to such securities, if any, may have been prepared in
accordance with non-U.S. accounting standards that may not be comparable to the financial statements of
U.S. companies. Available information regarding the issuers of such securities may be limited, and such
issuers may not be subject to the same auditing and reporting standards as U.S. issuers. Fluctuations in the
values of national currencies, as well as the potential for governmental restrictions on currency movements,
can significantly erode principal and investment returns. Market rules, conventions and practices may differ
from U.S. markets, adding to transaction costs or causing delays in the purchase or sale of such securities.
Securities of some non- U.S. companies may not be as liquid as securities of comparable U.S. companies.

The information contained herein may include forward-looking statements within the meaning of U.S.
federal securities laws that are subject to risks and uncertainties. Factors that could cause a company’s actual
results and financial condition to differ from expectations include, without limitation: political uncertainty,
changesin general economic conditions that adversely affect the level of demand for the company’s products
or services, changes in foreign exchange markets, changes in international and domestic financial markets
and in the competitive environment, and other factors relating to the foregoing. All forward-looking
statements contained in this research are qualified in their entirety by this cautionary statement.

No finnCap party accepts any liability whatsoever for any direct or consequential loss of any kind arising out
of the use or reliance on the information given. Research does not take into account the specific investment
objectives and financial situation of any recipient, nor do they provide individually tailored investment advice
or offer tax, regulatory, accounting or legal advice. Prior to entering into any proposed transaction, recipients
should determine, in consultation with their own investment, legal, tax, regulatory and accounting advisors,
the economic risks and merits, as well as the legal, tax, regulatory and accounting characteristics and
consequences, of the transaction. Investors seeking to buy or sell any financial instruments discussed or
recommended in research, should seek independent financial advice relating thereto.

The products discussed in research are not FDIC insured, may lose value and are not guaranteed by any
finnCap party.
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