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MORNING NOTE

Avia Health Informatics

Broadens the sales ecosystem

Avia strengthens its sales ecosystem, with a new relationship with K3
Healthcare — this significantly expands Avia’s geographic reach (K3
Healthcare operates in 20 countries), and has the right target market — it is
focused on healthcare in “remote and isolated places”, so should be ‘spot on’
for Avia’s software clinical decision support tools. K3 has over 30 years'
experience and looks a very good fit for Avia. We are not changing our
forecasts. We expect Avia to announce final results shortly (year ended
March) so we are not amending our estimates now. Ahead of this we
highlight that Avia shates are trading on a very undemanding EV/EBITDA
of 7.3x and a P/E of 9.1x for 2012E (FY ended Matrch).

Avia/K3 Healthcare tie-up. Avia announces that it has signed a non-exclusive
partnership agreement with K3 Healthcare / the Institute of Remote Healthcare to
promote the Odyssey to providers of remote healthcare. K3 HealthCare is billed as a
leading provider of Remote Healthcare solutions, and is the commercial arm of the
Institute of Remote HealthCare, an independent academic organisation devoted to the
improvement of healthcare for those in remote and isolated places. K3 Healthcare has
over 30 years' experience in over 20 different countries across the world. The partnership
will mean K3, IRHC and Avia collaborate in developing Odyssey clinical decision
support software sales opportunities to remote healthcare organisations.

Who are the clients? The tie-up with K3 Healthcare significantly broadens Avia’s
international footprint. K3 Healthcare clients include several international government
departments including the following countries: Nigeria, Qatar, Dubai, Abu Dhabi,
Brazil,Ghana, Morocco, Cyprus, Kosovo, Spain, Kenya. Clients include International Oil
and Gas Companies; Public and Private Hospitals; International Government Ministries
of Health; EMS providers; Occupational Health organisations; Emergency Pre Hospital
Medical Providers; Remote Medical Services Providers; Disaster Medical Management
organisations; International Aid Agencies; Ambulance Services both Public and Private;
Military and Police and Security Forces.

PathfindetrRF — a good strategic more — a recap. On 10 June, Avia announced that
its wholly owned subsidiary, Plain Healthcare Itd, had signed a contract with Nene
Commissioning Group ("Nene") in Northamptonshire to acquire the intellectual
property rights to sell and manage future development of their PathFinder product.
PathFinder is an on-line referral facilitation and clinical communication system which
has already been rolled the system out across Northamptonshire. Plain will further
develop and market the product, branded as PathFinderRF. PathFinderRF enables NHS
Commissioning Groups and other Primary Care Organisations to manage referrals from
GP surgeries to specialist and community services for further treatment. The
consideration will be paid solely in the form of sales royalties on the licences to use the
PathFinderRF, on a decreasing sliding scale over five years. Avia will fund the limited
continued development cost of the product.

Latest financial news. On 8 March Avia announced that it had raised ¢£0.6m (before
expenses), through a subscription of up to 1,200,000 new ordinary shares, at 50p/share
with both existing shareholders and new investors. The proceeds will be used to fund: (1)
internationalising the Odyssey product software for new markets, including localisation
of clinical content and development of e-learning tools; (2) building out existing and
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developing new routes to market, including with channel partners, including associated
working capital; and (3) completing further enhancements of the technology platform to
promote cloud-enabled hosting and delivery to smart phones and other mobile devices.

Avia — Key data (Em)

Year to March 2009A 2010A 2011E 2012E 2013E
Operating Data

Sales 1.9 1.8 2.2 3.8 4.7
Gross profit 0.8 0.8 1.2 2.2 2.8
EBITDA -0.2 -0.3 -0.3 0.3 0.6
EBITA -0.2 -0.3 -0.3 0.3 0.7
Continuing pre-tax profit -0.2 -0.3 -0.3 0.3 0.7
Reported pre-tax profit -0.2 -0.3 -0.3 0.3 0.7
Tax rate (%) 11 38 27 10 28
Net Income -0.2 -0.2 -0.1 0.3 0.5
Net funds 0.2 0.5 0.5 0.5 0.6

Per Share Data (p)

Share price 44 44 44 44 44
Fully diluted adjusted EPS -6.8 -5.2 -2.6 4.8 7.5
DPS 0.0 0.0 0.0 0.0 0.0
Free Cash Flow -11.8 -23.7 -9.3 0.0 1.2
Free cash flow yield (%) -27 -54 -21 -0.1 2.7

Valuation Data

EV/Sales (x) 1.4 1.3 1.0 0.6 0.5
EV/EBITDA (x) -11.5 -7.4 -7.5 7.3 3.5
EV/EBIT (x) -12.3 -1.7 -7.9 7.0 34
EV/FCF (x) NA -7.9 -2.8 -5.0 -690.7
EVIIC (x) NA 52.5 7.7 3.6 2.6
P/E (x) -6.4 -8.3 -17.0 9.1 5.8
P/FCF (x) -3.7 -1.8 -4.7 -872.7 37.3
PEG (x) NA 0.4 0.3 -0.0 0.1
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
EV/NOPAT (x) -15.5 -13.1 -18.2 7.4 4.6

Source Panmure Gordon

From time to time, we offer investment banking and other services (IBS) to Avia Health Informatics.
Panmure Gordon & Co acts as corporate broker to Avia Health Informatics in the UK. We buy and sell
these securities from customers on a principal basis. Accordingly, we may at any time have a long or short
position in any such securities. We make a market in the securities of Avia Health Informatics.

The views expressed in this note accurately reflect the research analyst’s personal views about any and all of
the subject secutities and issuers. No patt of the research analyst’s compensation was, is or will be directly
or indirectly related to the specific recommendations or views expressed by the research analyst (or analysts)
responsible for the content in the report.
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Distribution of investment ratings for equity research (as of 30 Jun 11) Rating: GUIDELINE (return targets may be modified by risk or liquidity issues)

Overall Global Distribution (Banking Client*) Buy Expected to produce a total return of 15% or better in the next 12 months
Buy Hold Sell Hold Fairly valued: total return in the next 12 months expected to be +10%
56% (33%) 36% (5%) 8% (0%) Sell Stock is expected to decline by 10% or more in the next 12 months

* Indicates the percentage of each category in the overall distribution
that were banking and/or corporate broking clients

All of the recommendations and views about the securities and companies in this report accurately reflect the personal views of the
research analyst named on the cover of this report. No part of this research analyst’s compensation was, is, or will be directly or
indirectly related to the specific recommendations or views expressed by the research analyst in this research report.

This report has been prepared by a member of the Panmure Group (being Panmure Gordon (UK) Limited ("Panmutre Gordon"), its
"group" as defined in the Financial Services and Markets Act 2000 and each member of the Panmure Group's directors, employees,
agents and nominees). It may not be reproduced, redistributed or copied in whole or in part for any purpose.

This report has been approved in the UK by Panmure Gordon solely for the purposes of section 21 of the Financial Services and
Markets Act 2000. In the UK, this report is directed at and is for distribution only to persons who (i) fall within Article 19(1) (persons
who have professional experience in matters relating to investments) or Article 49(2)(a) to (d) (high net worth companies,
unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (as amended) or
(ii) are professional customers or eligible counterparties of Panmure Gordon (all such persons together being referred to as "relevant
persons"). This report must not be acted on or relied upon by persons in the UK who are not relevant persons.

Panmure Gordon is not a US registered broker-dealer. Transactions undertaken in the US in any security mentioned herein must be
effected through ThinkEquity LLC or another US-registered broker-dealer, in conformity with SEC Rule 15a-6.

Neither this report nor any copy or part thereof may be distributed in any other jutrisdictions where its distribution may be restricted
by law and persons into whose possession this report comes should inform themselves about, and observe, any such restrictions.
Distribution of this report in any such other jurisdictions may constitute a violation of UK or US securities laws, or the law of any
such other jurisdictions.

This report does not constitute an offer or solicitation to buy or sell any securities referred to herein. It should not be so construed,
nor should it or any part of it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. The
information in this report, or on which this report is based, has been obtained from sources that the Panmure Group believes to be
reliable and accurate. However, it has not been independently verified and no representation or warranty, express or implied, is made
as to the accuracy or completeness of any information obtained from third parties. The information or opinions are provided as at the
date of this report and are subject to change without notice. The information and opinions provided in this report take no account of
the investors’ individual circumstances and should not be taken as specific advice on the merits of any investment decision. Investors
should consider this report as only a single factor in making any investment decisions. Further information is available upon request.
No member of the Panmure Group accepts any liability whatsoever for any direct or consequential loss howsoever arising, directly or
indirectly, from any use of this report or its contents.

By accepting this report you agree to be bound by the foregoing limitations
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