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The sky has no limits: BUY, PT EUR 4.10

Established solar player. Photon Energy Groupwas founded in 2008 and now is a well-
established player in the solar market. The company covers the whole downstream

solar ecosystem, including project development, the design, building, operation and
maintenance of solar plants, the trading of components and the production and sale

of solar electricity in 87 proprietary power plants. Photon Energy Group also has
access to promising solar IP via an equity stake in RayGen. Finally, thePhoton Energy
Group has a foothold in the strongly growing market for water treatment.

Early mover with unique focus. Photon Energy Group is an early mover in the solar
market with a unique focus on the Central and Eastern European and Australian
markets. The resulting knowhow and networks provide access to projects in the sweet

spot of renewable energies. Combining strong ESG credentials with transparent

reporting, open capital market communications and a reliable management, Photon

Energy Group is highly investabledespite its still small size.

Visible high double-digit growth . The growth of Photon Energy Group is driven by

A a steep decline in the cost of producing solar energy, making it cost-competitive
without subsidies and a crucial building block in the decarbonization of
economies, and thus the fastest growing renewable energy,

A a project pipeline of 745 MWp, enough to increase capacity more than 8-fold,
A and a partial switch of capacity from low er feed-in tariffs to higher market prices .

Consequently, for 2022 Photon Energy expects almost 80% top line and almost 90%
EBITDA growth. Backed by the project pipeline, growth continues medium term, with
steadily increasing earnings quality and recurring revenues (more than 75% in 24B).

BUY; PT EUR4.10. Photon Energy has not yet made it onto the radar screen of many
institutional investor s. Valuation looks very attractive and does not reflect the growth
and margin expansion potential. Compared to peers, the company trades at an
EV/EBITDA discount of 30% to 45%. Based on DCFand supported by a peer group,
we recommend to BUY with PT EUR4.10, offering more than 100% upside potential.

Photon Energy NV 2019 2020 2021 2022E 2023E 2024E
Sales 30.2 28.3 36.4 65.0 76.1 93.6
Growth yoy 48.9% -6.3% 28.7% 78.7% 17.1% 23.0%
EBITDA 7.9 8.4 9.6 18.0 35.9 48.5
EBIT 11 -0.1 -0.7 5.8 19.3 22.8
Net profit * -0.7 2.1 2.1 5.3 34.9 49.1
Net debt (net cash) 67.3 84.5 89.1 100.9 166.7 323.1
Net debt/EBITDA 8.5x 10.0x 9.3x 5.6x 4.6X 6.7x
EPSreported* -0.01 0.04 0.04 0.10 0.64 0.90
DPS 0.00 0.00 0.00 0.00 0.00 0.00
Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Gross profit margin 67.6% 83.6% 65.0% 63.1% 79.4% 82.2%
EBITDA margin 26.3% 29.9% 26.4% 27.8% 47.2% 51.8%
EBIT margin 3.5% -0.5% -2.0% 9.0% 25.3% 24.4%
ROCE 0.9% 0.1% -0.4% 2.7% 6.5% 4.6%
EV/EBITDA 21.5x 22.3x 20.1x 11.3x 7.5x 8.8x
EV/EBIT 161.8x -1,323.6x -270.8x 35.0x 14.0x 18.7x
PER -134.1x 46.8x 49.3x 19.7x 3.0x 2.1x
FCF yield 0.7% -1.1% -2.2% 1.2% 3.8% -0.1%

Source: Company data, AlsterResearch; * including OCI
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Source: Company data,AlsterResearch

High/low 52 weeks 2.96/ 1.44
Price/Book Ratio 2.0x
Ticker / Symbols
ISIN NL0010391108
WKN AL1TOKW
Bloomberg P7V:GR
Changes in estimates
SEIES EBIT EPS
2022E old 65,0 5,8 0,10
Kk 0,0% 0,0% 0,0%
2023E old 76,1 19,3 0,64
Kk 0,0% 0,0% 0,0%
2024E old 93,6 22,8 0,90
Kk 0,0% 0,0% 0,0%

Key share data

Number of shares: (in m pcs) 54.36
Book value per share: (inEUR 0.95
@ trading volume: (12 months) 1,000
Major shareholders

Solar Future Cooperatief U.A.  36.3%

Solar Power to the People Cooperatief

U.A. 34.7%
Treasury Shares 6.2%
Free Float 22.8%

Company description

Photon Energy NV is a solarenergy and
water treatment solutions company

based in the Netherlands that covers the

entire lifecycle of its technologies. The

Company develops projects in Australia,

Hungary, Poland and Romania, and
provides operations and maintenance

services for over 300 MWp worldwide.

The Company has offices in Europe and

Australia.
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Investment case in six charts
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Company background

Products & services

Photon Energy Group is acompany focused on solar power and clean water
solutions headquartered in the Netherlands. Founded in 2008, it operates offices,
plants and servicing stations in 16 countries, with most of its operations located in
Central and Eastern European (CEE)countries such as the Czech Republic, Hungary,
Poland, Romaniaand Slovakia, as well as Australia. Photon EnergyH s p vsgrvides
mostly revolve around solar energy, with a small but growing share in water
treatment. Photon covers a wide range of services over the entire lifecycle of
photovoltaic (PV) systems. These services include the development of solar plants,
maintenance and the management of them.

Qi pupo! Fofshz!t! Hf phsbqijdbm! Gppuqgsjou

@ Power Plants Owned by Photon Energy Group
O&M Services for Power Plants
Inverter Maintenance Sarvices

@ Photon Water Sevices

O Photon Energy Group Offices "f
Australia

Source: Company data; AlsterResearch

Photon Energy Groupreports in two segments, the Photon Energy Segment and the
Photon Water Segment:

1) The Photon Energy Segment consists of four divisions :

1  Solutions: Design and construction of on-grid and off-grid installations for
rooftop and green-field from 300 kWp to 300 MWp?, including battery
storage solutions .

1 Technology: Trading of photovoltaic components like modules, inverters
and batteries.

1 Investments: Investment into photovoltaic power plants and generation of
revenues from production and sale of electricity .

I Operations: Operations, maintenance and monitoring of photovoltaic
power plants.

1 MWp stands for megawatt peak and describes the electric power a solar module can produce in a standard testing environment #i a temperature
of 25°C, alight intensity of 1000 W/m? and a spectrum similar to sunlight hitting the earth at a latitude of 35°N in the summer.Simply put, it is the
output of a solar module under optimal conditions.

» ResearchHub
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In the Photon Energy segment,the company thus covers the full lifecycle of PV
systems:

Business model Photon Energy

Our services cover the entire

lifecycle of photovoltaic systems. !EJ

Project Development

We acquire projects at all stages of development — from
300 kWp to 300 MWp - and guide them to completion.

Operations and Maintenance

EPC Solutions
We provide a full range of O&M We design and build on- and

services, including monitoring and

off-grid installations, including
inverter maintenance. battery storage solutions.

Investments  /o\ Technology
We invest in PV power plants for ﬂ We procure and trade PV components
the sustainable production and to fit any project's location, design and
sale of solar energy. budget.

Source: Photon Energy

The business units are synergetic, and multiple units may serve a single project or
client over the life-cycle of a PV installation. For example:

il

Project Development might initiate a project or acquire it in an early stage,
for example once a location is scouted and analyzed and a letter of intent
for the land purchase is signed. Photon Energy would then complete the
environmental assessment and apply for grid connection. At the same
time, the commercial model is developed. Electricity can be sold via a
feed-in-tariff, a long-term power purchase agreement (PPA) with an
offtaker (a company, a municipality, a university etc.) or it can be sold into
the merchant market (spot or future).

After securing the land and grid connection, obtaining the necessary
permits for construction and securing financing, the project is ready to
build. Solutions would then design and build the PV installation with
components sourced by Technology.

After completion, the PV plant remains within the Photon Energy Group
and is used to generate revenues from the production and sale of
electricity in the Investment unit. For all future capacity, Photon Energy
has decided to go merchant and sell electricity into the market.

After connection to the grid and during the life of the plant, Operations and
Maintenance would operate and maintain the facility . These services are
also provided to third parties as a service, thus utilizing economies of
scale.

This life-cycle for example has been followed for most European projects, which
were developed from scratch by Photon Energy and are now held in the proprietary
portfolio. An example where Photon Energy leveraged knowhow and assets to
provide similar services to third parties is a contract realized with ALDI Australia.
Photon Energy managed the whole process of

1

designing, commissioning and installing solar projects for 31 sites in New
South Wales and Queensland

and monitoring, operation and maintenance services after completion of
the projects.

. AlsterResearch
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Within the Photon Energy Group, Investment is the largest segment. It almost

exclusively generates external revenues; all other business units generate both
internal revenues from the sale of products and services to other Photon Energy

Group business units and external revenues from the sale of products and services
to external entities. Investment operates solar plants with a capacity of over 90

MWp and contributes more than half of total external revenues of Photon Energy
Group:

External Revenue Shares (2021)

Solutions
(EPC)
Technology
(Trading)
Investment )
(Electricity Opgrallons &
generation) Maintenance
Other incl.
Water

Source: Photon Energy Group, AlsterResearch

Photon Energy Group currently owns power plants in theCzech Republic, the Slovak
Republic, Hungary and Australia. The pipeline also includes projects in Poland and

Romania. The following shows the geographic distribution of the current operating
capacity and of the pipeline:

Current Capacity and Project Pipeline
350

300
250
200
150
100

50

0 [ | —-— l |

Czech Slovak Hungary Poland Romania Australia
Republic Republic

m Operating capacity (MWp) Pipeline (MWp)

Source: Photon Energy Group, AlsterResearch

Equity stake in strategic partner RayGen:

Photon Energy holds a 9% stake in Ragen Resources Pty. Ltd, an Australian
technology company with capabilities in the next generation of solar power and
electricity storage. Photon Energy Group has invested alongside prestigious co-
investors like Schlumberger New Energy, Chevron Technology Ventures AGL

Energy, Equinor Ventures(all stock market listed companies) and the Australian
Renewable Energy Agency.

. AlsterResearch
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SbzHf ol t! gqs pqs pybtembgerzetate€d \Weatvamd elelstlicity which are
stored in water reservoirs. The storage system is attached to a heat-to-power engine
which allows for electricity generation on demand:

Raygen's PV Ultra system
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Source: Company Data;AlsterResearch

The PV Ultra system comes with several advantages compared to conventional PV
technologies.

1 The combination of production and storage overcomes the duck curve
problem, i.e. the timing difference between power supply of PV systems
and power demand.

1  The capacity of the storage is large enough to discharge power on demand,
for example during peak demand when electricity prices are high, or to
power green hydrogen production via electrolysers where intermittent
operations can have a negative impact on performance.

1 Apart from the receivers with satellite grade solar cells, the facilities only
need standard components, and many can be produced and sourced
locally. For example, the Organic Rankine Cycle ORQ power generation
units are similar to those used in geothermal plants.

1 The combined generation of PV electricity and heat in the receiver is very
efficient . The by-product heat increases the overall round-trip efficiency of
the system to 70%, i.e. 10 MWh of electricity put into storage can deliver 7
MWh of electricity out of storage to customers.

1  Using water instead of batteries as a storage medium lowers costs by up
to 50% and does not require raw materials like lithium or cobalt that come
with substantial procurement, environmental and social risks.

1 In contrast to pumped hydro storage systems which need hilly or
mountainous sites, the PV Ultra storage is suitable to any site that can
accommodate a PV plant.

RayGen is currently building a 4 MWp plant in Carwap, Victoria, due for completion
in Q4 2022, which will be the first utility-scale facility based on this technology. A
smaller scale pilot plant has been in operation in Newbridge, Victoria, since 2015.
Qi pupo! Fofshz!t!qgjgfmjof!ljodmveft!b! 41
RayGen technology in Australia.
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Equity stake in strategic partner Lerta:

Photon Energy has also acquired an equity stake in strategic partner Lerta. Photon
Energy has participated in two equity financing rounds:

1 Inafirstinvestment in December 2020, Photon Energy took a 12% stake in
return for PLN 4m.

1 Asthelead investor in a Series A fundingin December 2021, Photon Energy
increased its ownership stake to 24% in return for PLN 8.75m.

The total investment at current FX rates equals c. EUR 2.8m.

Lerta is a company offering electricity trading and virtual power plant services in
CEE.Photon Energy is cooperating with Lerta in the areas of electricity trading for
thecpnqb oz ! tsdale BV poweuptant portfolio and an integrated approach to
the booming behind-the-meter market segment. This approach combines on-site
energy generation, electricity trading and virtual power plant services.

. AlsterResearch
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2)  Water Segment

The Photon Water Segmentiss f gpsuf e! voef s! digettierfwstH atl f
other activities not included in the Photon Energy segments. Services of Photon
Water include:

1 Water treatment p wastewater and hazardous liquid waste treatment

1 Remediation p elimination of harmful pollutants in water and soil

1 Wells and Resourcesp design and maintenance of wells

1 Water Resource Managementp managing water resources such as lakes,
ponds or industrial water bodies

Business model Photon Water

Source: Company data; AlsterResearch

Currently, Photon Water only makes a minor contribution to the Photon Energy
Group, at roughly 13% of revenues in 2021. However, the company sees great
potential in its proprietary patent -pending technology to clean per- and
polyfluoroalkyl substances (PFAS) contamination .

PFAS reduce the surfacetension of water and have economic uses in stain- and
water-repellant products, for example apparel, home furnishings, paints, coatings
and niche applications like firefighting foams and ski wax . Once released into the
environment, PFAS are very persisten, and residues can accumulate in humans and
wildlife over time.

While originally PFAS were thought to be harmless due to their inertia, health
concerns have been growing. Exposure toPFAS has with high certainty been linked

to kidney and testicular cance r, liver damage, thyroid disease and other adverse

health effects. Due to widespread use in the past, many sites show a high degree of
contamination. For example, in the U.S. alone 26,000 sites are estimated to be
contaminated, and at least six million Ame ricans are estimated to have PFAS

contaminated drinking water . The awareness of these hazards is only starting to

build, with restrictions and remedial actions being discussed in many jurisdictions.

Photon Water has developed a technology that has the potential to treat
contamination in -situ, i.e. without the need to remove or pump and treat soil and
groundwater. The technology is still in its pilot phase, and it is too early to determine
if and at what scale it will become commercially viable. The potential, however, is

very significant , and Photon Energy is currently conducting a trial project with the
Department of Defence in Australia.
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