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Foresight Autonomous Holdings

Cash burn up slightly, stronger balance sheet

Foresight Autonomous (FRSX) was able to achieve a number of milestones
during Q317. These included tests with two major Chinese auto
manufacturers, demonstration of a proof of concept for FRSX’s road traffic
preventions system using thermal and visible light cameras and a
successful system demonstration of its all-weather ADAS system for use
in electric vehicles with Uniti Sweden. With higher R&D spend, cash burn
rose slightly to $1.5m in the third quarter, up from a quarterly average of
$1.2m in H1. The group nevertheless ended the quarter with $3.2m higher
net cash balances helped by $5.0m cash inflow from warrant conversions
during the period.

Revenue  EBITDA* PBT* EPS* DPS EVirevenue PIE
Year end ($m) ($m) ($m) (%) ) (x) (x)
12/16 0.0 (3.3) (34) (0.05) 0.00 NIA NIA
12117e 0.0 (5.8) (5.7) (0.06) 0.00 N/A N/A
12/18e 11 (11.5) (11.5) (0.10) 0.00 710 N/A
12119 146 (8.6) ®.7) (0.08) 0.00 56 N/A

Note: *EBITDA, PBT and EPS are normalised, excluding amortisation of acquired
intangibles, exceptional items and share-based payments.

Mostly non-cash swings

FRSX reported a normalised Q3 net loss of $2.1m principally due to a boost to
spending on R&D to $1.0m, which, stripping out employee share option payment
(ESOP) outlays, almost equalled the entire H1 spend of $1.1m. The group
nevertheless reported a net profit of $4.5m in Q317 after a $7.0m boost from the
revaluation of warrant liabilities. We have maintained our FY17 normalised loss
forecast of $5.7m, but on the back of this revaluation of warrant liabilities and an
increase in our ESOP payment forecasts of $0.9m, we have reduced our reported
net loss forecast by $6.1m to $24.3m.

Warrants a good source of cash

The third quarter results show the potential earnings volatility arising from the share

price changes given the group’s high level of warrant issuance. At the underlying

level, however, the high warrant issuance has helped create a strong balance sheet
and should help fund further growth. Even at a NIS3.05 share price, we estimate a

further $21.5m in potential fund inflows from conversion of in-the-money warrants.

Valuation: 2% dip to NIS5.05 on warrant dilution

Our underlying $131m DCF enterprise value estimate for FRSX has remained
unchanged despite the revisions made to our forecasts. Nevertheless, our DCF
share valuation has been reduced from NIS5.15 per share to NIS5.05 due to the
impact of the recent decline in the share price on the dilution for full conversion of
in-the-money warrants.
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Quarterly earnings update

Foresight Autonomous demonstrated continued progress in bringing the group’s ADAS product to
market, with the addition of two further successful Chinese pilot trials, bringing the total to three, as
well as a demonstration of capability with electric car start-up Uniti Sweden. Another milestone

achievement was the demonstration of proof of concept of a multispectral advanced driver

assistance system (ADAS) utilising both infrared and visible light cameras to provide superior all-

weather capabilities. (For further information, please see our outlook note

, 31 October 2017).

Exhibit 1: Foresight Autonomous quarterly earnings summary

$000s, US GAAP 2016
Profit and loss statement

Revenue 0
R&D costs (904)
R&D excluding ESOP payments (904)
Marketing and Sales (224)
M&S excluding ESOP payments (224)
General and admin expenses (net of D&A) (2,627)
G&A excluding ESOP payments (2,627)
Other 0
Total opex (3,755)
EBITDA reported (3,755)
EBITDA reported margin (%) N/A
Of which share based payments, exceptionals (405)
EBITDA normalised (3,350)
Depreciation and amortisation 0
Operating profit reported (3,755)
Operating profit normalised (3,350)
Finance income (expenses) 103
Equity accounted profit (108)
Revaluation of derivative warrant liability income 1,847
Profit before tax reported (1,913)
add back Total exceptional items (1,442)
Profit before tax normalised (3,355)
Tax 0
Net profit reported (1,913)
Net profit normalised (3,355)
Key cash flow/balance sheet data

Total operating cash flows (3,458)
Cash incr. (burn) for period - operating + investing (3,747)
Share issue/(repurchase)/warrant issue and exercise 6,256
Closing net debt/(cash) (3,754)
Per share calculations

EPS normalised basic ($) (0.05)
EPS reported basic ($) (0.03)
DPS ($) 0.00
Shares at period end (m) 731
Average number of shares over period (m) 67.3

Source: Foresight Autonomous accounts, Edison Investment Research
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(6,186)
N/A
(2,063)
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0
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The group reported a Q3 normalised net loss of $2.1m (H117: $2.2m) on the back of a normalised

operating loss of $1.7m (H117: $2.5m). The increased quarterly loss principally arose from
increased spending on R&D. This climbed to $1.0m after stripping out ESOP outlays, almost

reaching the entire H1 R&D spend of $1.1m, and reflecting the work undertaken to demonstrate the
multispectral proof of concept and further input into pilot trials. This was partly offset by sharply
lower G&A costs, which excluding ESOP were reigned in to one-third of the H1 spend, at $0.5m.
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The share of losses of associate Rail Vision also increased in Q3 to $0.3m from a quarterly average
of $0.2m in H117. Similar to FRSX, the group is at the high spending stage of product finalisation
and demonstration and marketing, resulting in surging costs ahead of becoming revenue
generative. In November, Rail Vision announced that it was considering a Nasdaq listing.

As mentioned above, the group generated operating cash outflows of $1.5m in Q317 as compared
with an average quarterly outflow of $1.4m in H1. Taking capex into account, total cash burn was
$1.5m after a quarterly average of $1.3m in H117. These costs were more than met by $5.0m in
cash inflows arising from warrant conversion during the period, which were boosted by the strong
share price performance in the early part of the quarter, which sharply increased the total pool of in-
the-money warrants.

Changes in forecasts

We have updated our 2017 forecasts, with the most impact at the reported net income line, where
we have reduced our loss forecast by 20% to $24.3m. The key factors in this revision are the
addition of the $7.0 revaluation of warrant liability income item in Q317 into our full year forecast,
reflecting the impact of the falling share price since late July and the fact that the share price
remains below the end-Q3 level. These sums are excluded from the adjusted earnings totals.

We also assume an increase in our forecast of employee share option payments (ESOP) by $0.9m
in 2017 to reflect further payouts of $0.4m in Q3 after $1.6m in H117. These sums are excluded
from the adjusted earnings totals.

An additional factor is continued conversions of warrants, which have increased the number of
shares in issue by 2.1m or 1.9% since our last note on 31 October, with a slight dilutive effect on
forecast EPS.

Exhibit 2: Change in forecasts

EPS* ($ per share) PBT* ($m) Net income reported ($m) EBITDA ($m)

Old New % chg. Old New % chg. Old New % chg. Old New % chg.
12/16 (0.077) 00 (3.35) 00 (1.90) 00 (334) (3.34) 0.0
1217 (0.061) (0.061) 00 (568) (5.68) 00 (30.37) (2427) (201) (5.77) (5.77) 0.0
1218¢  (0.107)  (0.106) 00 (1145) (1145) 00 (1231) (12.31) 00 (1150) (11.50) 0.0
1219 (0.081) (0.081) 00 (8.70) (8.70) 00 (977) (9.77) 00 (858 (8.58) 0.0

Source: Edison Investment Research. Note *Normalised.

Valuation: Dilution calculation brings DCF down 2% to NIS5.05

As can be seen from Exhibit 3, we continue to derive a materially unchanged enterprise value for
FRSX of $131m after our forecast revisions. However, the use of the currently lower NIS2.60 share
price for the calculation of dilution impact inclusion of in-the-money warrants results in a reduction
in our per share DCF valuation from NIS5.15 to NIS5.05 (see Exhibit 3).
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Exhibit 3: DCF valuation

$m 2017e 2018e 2019 2020e 2021e 2022¢ 2023e 2024e 2025e 2026e 2026e
norm.
Revenue 0.0 1.1 14.6 421 65.1 102.6 144.0 186.5 224 4 262.3 262.3
change y-o-y N/A N/A 11756%  188.0% 54.5% 57.7% 40.3% 29.5% 20.4% 16.9% 0.0%
EBITDA reported (8.3) (12.4) (9.6) 0.7 9.8 30.0 41.0 53.1 64.0 74.8 70.8
EBITDA margin N/A N/A N/A 1.6% 15.1% 29.2% 28.5% 28.5% 28.5% 28.5% 27.0%
Change in working capital 0.0 0.0 (2.8) (4.3) (3.5) (6.5) (5.6) (6.6) (6.0) (6.4) (5.2)
Capex (0.4) 0.2) (0.3) (0.4) (1.4) (1.4) (1.8) (2.3) (2.6) (3.0) (5.2)
EBITDA - capex 8.7) (12.6) 9.9 0.3 8.4 28.5 39.2 50.9 61.3 7.7 65.6
Tax 0.0 0.0 0.0 0.0 0.0 0.0 (10.2) (13.2) (15.9) (19.3) (17.6)
Change in working capital 0.0 0.0 (2.8) (4.3) (3.5) (6.5) (5.6) (6.6) (6.0) (6.4) (5.2)
Other non-cash items 2.5 0.9 1.1 1.5 2.0 22 25 26 25 25 25
Free cash flow (6.2) (11.7) (11.6) (2.5) 6.9 242 258 33.6 42.0 485 452
Terminal value 388.0
Total cashflow (6.2) (11.7) (11.6) (2.5) 6.9 242 258 33.6 42.0 436.5
Discounted cashflows (5.4) (8.8) (7.7 (1.4) 34 10.5 9.7 11.0 11.9 107.9
Enterprise value 131.0
Equity valuation 177.8 | Net debt/(cash) end 2016 (3.8) | NIS/US$ FX rate applied 3.4934
Value of Rail Vision Stake 19.6 | Adjustment for: | wacc 15.0%
Total group value 197.5 | Equity issues/merger funding 2017 ytd (23.9) | Terminal growth rate 3.0%
Number of shares, diluted (m)* 136.5 | Theoretical cash in-the-money ESOP/warrant exercise ~ (19.1) | Terminal value/EV 73%
Value per share (NIS) 5.05 | Adjusted net debt (cash) (46.8) |

Source: Edison Investment Research. Note *Diluted for in-the-money warrants. Value of Rail Vision stake is as per our 31 October

2017 note.
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Exhibit 4: Financial summary

Year end 31 December
INCOME STATEMENT
Revenue

Cost of Sales

Gross Profit

EBITDA

Normalised operating profit
Amortisation of acquired intangibles
Exceptionals

Share-based payments
Reported operating profit
Net Interest

Joint ventures & associates (post tax)
Exceptionals

Profit before tax (norm)
Profit before tax (reported)
Reported tax

Profit after tax (norm)

Profit after tax (reported)
Minority interests
Discontinued operations
Net income (normalised)
Net income (reported)

Basic average number of shares outstanding (m)
EPS - basic normalised ($)

EPS - diluted normalised ($)

EPS - basic reported ($)

Dividend ($)

Revenue growth (%)

Gross margin (%)

EBITDA margin (%)

Normalised operating margin (%)

BALANCE SHEET
Fixed assets
Intangible assets
Tangible assets
Investments & other
Current assets

Stocks

Debtors

Cash & cash equivalents
Other

Current liabilities
Creditors

Tax and social security
Short-term borrowings
Other

Long-term liabilities
Long-term borrowings
Warrant conversion and other long-term liabilities
Net assets

Minority interests
Shareholders' equity

CASH FLOW

Operating cash flow before WC and tax
Working capital

Exceptional & other

Tax

Net operating cash flow
Capex
Acquisitions/disposals

Net interest

Equity financing

Dividends

Other

Net cash flow

Opening net debt/(cash)

FX

Other non-cash movements
Closing net debt/(cash)

$m 2016
US GAAP

Source: Foresight Autonomous accounts, Edison Investment Research
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2018e
US GAAP

11
(1.7)
(0.6)
(11.5)
(11.5)
0.0
0.0
(0.9)
(12.4)
0.1
0.0
0.0
(11.5)
(12.3)
0.0
(11.5)
(12.3)
0.0
0.0
(11.5)

(12.3)

109.4
(0.105)
(0.105)
(0.113)

0.00

N/A
-51.8
-1002.9
-1004.9

2019
US GAAP

146
(9:4)
52
(8.6)
(8.6)
0.0
0.0
(1.1)
(9.7)
(0.1)
00
00
(8.7)
(9.8)
00
(8.7)
(9.8)
0.0
0.0
(8.7)
(9.8)

109.4
(0.080)
(0.080)
(0.089)

0.00

1,175.6
35.6
-58.6
-58.9
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Edison is an investment research and advisory company, with offices in North America, Europe, the Middle East and AsiaPac. The heart of Edison is our world-renowned equity research platform and deep multi-sector
expertise. At Edison Investment Research, our research is widely read by international investors, advisers and stakeholders. Edison Advisors leverages our core research platform to provide differentiated services including
investor relations and strategic consulting. Edison is authorised and regulated by the . Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ
is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research Inc (Edison
US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Pty Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison. Edison Germany
is a branch entity of Edison Investment Research Limited [4794244].

EDISON ISRAEL DISCLAIMER

Disclosure regarding the scheme to enhance the awareness of investors to public companies in the technology and biomed sectors that are listed on the Tel Aviv Stock Exchange and participate in the scheme (hereinafter
respectively “the Scheme”, “TASE”, “Participant” and/or “Participants”). Edison Investment Research (Israel) Ltd, the Israeli subsidiary of Edison Investment Research Ltd (hereinafter respectively “Edison Israel” and
“Edison”), has entered into an agreement with the TASE for the purpose of providing research analysis (hereinafter “the Agreement’), regarding the Participants and according to the Scheme (hereinafter “the Analysis” or
“Analyses”). The Analysis will be distributed and published on the TASE website (Maya), Israel Security Authority (hereinafter “the ISA”) website (Magna), and through various other distribution channels. The Analysis for
each participant will be published at least four times a year, after publication of quarterly or annual financial reports, and shall be updated as necessary after publication of an immediate report with respect to the occurrence
of a material event regarding a Participant. As set forth in the Agreement, Edison Israel is entitled to fees for providing its investment research services. The fees shall be paid by the Participants directly to the TASE, and
TASE shall pay the fees directly to Edison. Subject to the terms and principals of the Agreement, the Annual fees that Edison Israel shall be entitled to for each Participant shall be in the range of $35,000-50,000. As set
forth in the Agreement and subject to its terms, the Analyses shall include a description of the Participant and its business activities, which shall inter alia relate to matters such as: shareholders; management; products;
relevant intellectual property; the business environment in which the Participant operates; the Participant's standing in such an environment including current and forecasted trends; a description of past and current financial
positions of the Participant; and a forecast regarding future developments in and of such a position and any other matter which in the professional view of the Edison (as defined below) should be addressed in a research
report (of the nature published) and which may affect the decision of a reasonable investor contemplating an investment in the Participant's securities. To the extent it is relevant, the Analysis shall include a schedule of
scientific analysis of an expert in the field of life sciences. An "equity research abstract" shall accompany each Equity Research Report, describing the main points addressed. The full scope reports and reports where the
investment case has materially changed will include a thorough analysis and discussion. Short update notes, where the investment case has not materially changed, will include a summary valuation discussion. The
Agreement with TASE regarding the participation of Edison in the scheme for the research analysis of public companies does not and shall not constitute an approval or consent on the part of TASE or the ISA or any other
exchange on which securities of the Company are listed, or any other securities’ regulatory authority which regulates the issuance of securities by the Company to the content of the Report or to the recommendation
contained therein. A summary of this report is also published in the Hebrew language. In the event of any contradiction, inconsistency, discrepancy, ambiguity or variance between the English Report and the Hebrew
summary of said Report, the English version shall prevail; and a note to this effect shall appear in any Hebrew summary of a Report. Edison is regulated by the Financial Conduct Authority. According to Article 12.3.2,
Chapter 12 of the Conduct of Business Sourcebook, Edison, which produces or disseminates non-independent research, must ensure that it: 1) is clearly identified as a marketing communication; and 2) contains a clear
and prominent statement that (or, in the case of an oral recommendation, to the effect that) it: a) has not been prepared in accordance with legal requirements designed to promote the independence of investment
research; and b) is not subject to any prohibition on dealing ahead of the dissemination of investment research. The financial promotion rules apply to non-independent research as though it were a marketing
communication.
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