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Activities
Integumen plc (‘SKIN’, ‘the Group’) is a
vertically integrated test services
company focused on developing and
commercialising
technology
and
products that scientifically prove the
impact of skin care product claims for
healthcare,
life
sciences,
clinical
research, pharmaceutical and cosmetics
industries.
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Integumen plc
Integumen this morning released two separate news items, including its 2019
Annual Report and Accounts and the Group’s entrance into an unsecured 2-year
£400,000 flexible loan facility. The former summarises not only a
transformational year for Integumen, but also important post-period events that
position it to secure significant new and long-term Pandemic-related business,
both from its newly developed real-time contamination detection/environment
sector solutions and its expanded activity within the core Labskin business.
Having already provided revenue guidance of £4m for full year 2020, orders so far
received for £2m provide management with confidence in its ability to sustain
expansion across multiple but related sectors as it moves rapidly to identify and
secure major opportunities presented by COVID-19. In this respect, the currently
undrawn, non-dilutive ‘cushion’ now provided by Cellulac Limited, which was
supported by period-end cash of £1.2m, should ensure working capital demands
are fully satisfied in the process of delivering growth in 2020 and beyond.

2020 set to be a further transformational year
A series of events, seemingly initiated by Integumen’s £3m all-share Acquisition of
Rinocloud Limited back in May 2019 and followed more recently by the global and
unprecedented onset of the COVID-19 virus, appear to have positioned Integumen
to capture significant long-term growth, both from its core and newly developed
operations. Having enabled a scale-up of the business as it moved from a physical
laboratory to an automated, real-time, real-world digital data platform, however,
management has been quick to recognise and anticipate long-term, even structural
changes that international governments will now need to effect in an effort to
ensure their populations are better equipped to cope with a repeat of such
circumstances in a post-Pandemic environment.
2020 to date has been particularly busy for Integumen. Starting with the signing of
a cooperative alliance agreement with China’s Innocare Group, the Group went on
to agree its first RAWTest commercial agreement and AI partnership with Acumen
Software of South Africa, followed by its launch of ecowaterOS consortium for realtime water monitoring, recovery, treatment and recycling. A watershed moment
came shortly after in the shape of 3-year, US$3.75m (£3.12m*) bacteria production
agreement with Modern Water plc (AIM:MWG) and the 100% expansion of
Integumen’s York, UK Laboratories to meet increased demand in response to the
COVID-19 public health crisis. Subsequent to this, the Group facilitated a retrofitting
of its RAWTest AI real-time alert system into Modern Water new Microtox units,
while Labskin announced its partnering with University of Aberdeen to test COVID19 anti-viral skin and dental products with a view to mitigate transmission risk of
the disease.

Recognising the needs of a post-Pandemic environment
Given the response that is widely expected from international governments in a
post-Pandemic environment, Integumen’s unique skills and capabilities are likely
to remain in significant demand going forward. Its management’s ability to preempt such needs moreover, along with those of the companies and organisations
that it has established commercial agreements/partnerships with, suggests it
should enjoy strong, ongoing, contracted growth for some years to come. With the
weight of anticipated demand from global-scale manufacturers seen likely to test
the Group’s expanded laboratory capacity before the end of current period, TPI’s
Initiation research on Integumen plc set a target price of 3.23p/share*.
Please note our valuation is relative and such valuation may never be realised,
therefore please do not base investment decisions on this valuation alone. *£=1.20US$
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Financial results for the year ended 31 December 2019
Including pre-acquisition Rinocloud, total 2019 revenue amounted to £1.017m, increase of 342% (2018 revenue
£297k), while the consolidated group figure stood at £823k (2018 restated: £274k). EBITDA losses before exceptional
items reduced by 7% to £1.055m (2018 restated: £1.128m), with administration costs increasing to £2.973m (2018
restated £1.629m) as a result of Rinocloud and Labskin expansion. Higher depreciation and amortisation, together
with impairment of intangible asset £241k (2018 restated: £nil) and exceptional costs of £532k (2018 restated: £244k)
related to one-off transaction costs relating to disposal and acquisition activities, took the Group’s operating loss to
£2.371m (2018 restated: £1.481m). A total comprehensive loss for the year of £2.273m (2018: £2.714m) produced a loss
per share of 0.3p (2018: 1.0p)
Two successful equity fund raises during the period (May 2019: £2.75m gross, December 2019: £1.37m gross)
supported the Group expansion and left Integumen with year-end cash of £1.2m.

Unsecured Loan Facility Agreement with Cellulac Limited (‘Cellulac’)
Cellulac is a subsidiary of Cellulac plc and is treated as a related party under the AIM Rules for Companies, as Gerard
Brandon and Camillus Glover, both directors of Integumen, are also directors of Cellulac Limited and shareholders
and directors of Cellulac plc.
Cellulac has made available to the Company a loan facility of up to a maximum of £400,000. The term of the
unsecured loan is 24 months and carries an interest rate of 5% per annum on drawn amounts. Under the Loan the
Company has the ability to draw four equal amounts of £100,000 per month beginning 30 June 2020 and ending on
30 September 2020. Interest only is payable during the Drawdown Period; Capital and Interest payments are
payable over the remaining term of the Loan in equal monthly instalments. The Board states that there is currently
no intention to draw down under the facility, which has been put in place to provide additional flexibility, if needed,
to meet current and expected demand over the coming months. No arrangement or other fees are payable by the
Company in connection with the Loan. A similar facility in 2019 was converted with £400,000 being used for the
purchase of hi-tech laboratory equipment.

Core operations positioned for long-term growth
Labskin (Innovenn): Labskin is a human skin equivalent, made from the same primary human cells but grown to
a defined specification in a laboratory. 2019 Revenues for the Group increased 371% with contracts for Labskin
clinical services reaching up to 25 times the average price of selling single test kits. By the last quarter of 2019, the
addition of artificial intelligence for the Labskin test model along with additional senior sales management and
new sales and science team members had opened an expansion program that doubled the size of its laboratories to
3,000 square feet by November 2019. Many global Top 10 skincare companies have recently become Group clients.
Rinocloud: Rinocloud is an artificial intelligent software and digital automation company which provides
Integumen with the ability to extract and analyse data relating to the skin surface of Labskin by sequencing the
genetic material of all microbes present in that microbiome. It has helped the Labskin team to assess the efficacy
of client skincare ingredients and products to shift the diseased microbiome to a healthy state. This is a unique
service, adding claims to new and existing consumer skincare products, with major cost and time saving benefits
for its clients. This Labskin AI combination is now contributing additional revenues per client and has been
responsible for a large proportion of the increase in revenues in 2019, compared to 2018 and has continued into 2020.
Life Science Hub: Labskin and WoundPhase are combining technologies to identify biology (triggers) and
chemistry that allows changes in wound dressing colour depending on what is happening to the skin. While not
core to the strategic growth of the Group, the advantage is that Labskin is able to demonstrate the ability to match
skincare products to skin types based on the Labskin dressing as well as health applications that include visually
monitoring of body temperature, without electronic devices or attaching monitors on infants or elderly patients.
STOER Skincare: STOER products are used as a control range of skin care products that offer Labskin clients proof
of concept for their products to be tested. The most notable result was completion of test protocols for the inclusion
of Cannabinoid (‘CBD’) in client products, which resulted in bringing in the Group’s first CBD client in May 2019.
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THIS DOCUMENT IS NOT FOR PUBLICATION, DISTRIBUTION OR TRANSMISSION INTO THE UNITED STATES OF
AMERICA, JAPAN, CANADA OR AUSTRALIA.

Conflicts
This is a non-independent marketing communication under the rules of the Financial Conduct Authority (“FCA”).
The analyst who has prepared this report is aware that Turner Pope Investments (TPI) Limited (“TPI”) has a
relationship with the company covered in this report. Accordingly, the report 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 by TPI or its clients ahead of the dissemination of investment research.
TPI manages its conflicts in accordance with its conflict management policy. For example, TPI may provide
services (including corporate finance advice) where the flow of information is restricted by a Chinese wall.
Accordingly, information may be available to TPI that is not reflected in this document. TPI may have acted upon
or used research recommendations before they have been published.

Risk Warnings
Retail clients (as defined by the rules of the FCA) must not rely on this document.
Any opinions expressed in this document are those of TPI’s research analyst. Any forecast or valuation given in
this document is the theoretical result of a study of a range of possible outcomes and is not a forecast of a likely
outcome or share price.
The value of securities, particularly those of smaller companies, can fall as well as rise and may be subject to large
and sudden swings. In addition, the level of marketability of smaller company securities may result in significant
trading spreads and sometimes may lead to difficulties in opening and/or closing positions. Past performance is
not necessarily a guide to future performance and forecasts are not a reliable indicator of future results.
AIM is a market designed primarily for emerging or smaller companies and the rules of this market are less
demanding than those of the Official List of the UK Listing Authority; consequently, AIM investments may not be
suitable for some investors. Liquidity may be lower and hence some investments may be harder to realise.

Specific disclaimers
TPI acts as sole broker to Integumen plc (“Integumen”) which is listed on the AIM Market of the London Stock
Exchange (“AIM”). TPI’s private and institutional clients may hold, subscribe for or buy or sell Integumen’s
securities.
Opinions and estimates in this document are entirely those of TPI as part of its internal research activity. TPI has
no authority whatsoever to make any representation or warranty on behalf of Integumen.
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General disclaimers
This document, which presents the views of TPI’s research analyst, cannot be regarded as “investment research”
in accordance with the FCA definition. The contents are based upon sources of information believed to be reliable
but no warranty or representation, express or implied, is given as to their accuracy or completeness. Any opinion
reflects TPI’s judgement at the date of publication and neither TPI nor any of its directors or employees accepts any
responsibility in respect of the information or recommendations contained herein which, moreover, are subject to
change without notice. Any forecast or valuation given in this document is the theoretical result of a study of a
range of possible outcomes and is not a forecast of a likely outcome or share price. TPI does not undertake to provide
updates to any opinions or views expressed in this document. TPI accepts no liability whatsoever (in negligence or
otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in
connection with this document (except in respect of wilful default and to the extent that any such liability cannot
be excluded by applicable law).
The information in this document is published solely for information purposes and is not to be construed as a
solicitation or an offer to buy or sell any securities or related financial instruments. The material contained in the
document is general information intended for recipients who understand the risks associated with equity
investment in smaller companies. It does not constitute a personal recommendation as defined by the FCA or take
into account the particular investment objectives, financial situation or needs of individual investors nor provide
any indication as to whether an investment, a course of action or the associated risks are suitable for the recipient.
This document is approved and issued by TPI for publication only to UK persons who are authorised persons under
the Financial Services and Markets Act 2000 and to professional clients, as defined by Directive 2004/39/EC as set
out in the rules of the Financial Conduct Authority. This document may not be published, distributed or transmitted
to persons in the United States of America, Japan, Canada or Australia. This document may not be copied or
reproduced or re-distributed to any other person or organisation, in whole or in part, without TPI’s prior written
consent.
Copyright © 2020 Turner Pope Investments (TPI) Limited, all rights reserved.

4
-

