eEnergy plc

Pipeline growth highlights commercial progress

eEnergy’s interims confirm a period of strong commercial progress, underpinning confidence
in revenue growth prospects for H2'24 and into FY’25. As previously reported, H1 trading was
subdued but the sales pipeline is showing genuine momentum (+25% in H1) with >£6m of
contracted orders scheduled for the remainder of the year. We note an element of caution over
the timing of project delivery, given the strong Q4 pipeline, but this should not detract from
the underlying progress that is increasingly evident. Following the disposal of the Energy
Management business, eEnergy has a strong balance sheet and, in our view, is well placed to

play aleading role in the Net Zero transition.

H1 financials well flagged, evolution of leadership team

eEnergy’s H1 results were well flagged in July’s trading update and therefore contain no surprises.
Core revenue was £6.0m, compared to £11.0m in the corresponding period last year, reflecting
challenging market conditions and the impact of previous balance sheet constraints. The adjusted
EBITDA loss was £2.0m (H1'23: +£0.5m) and net cash at the period end was £6.0m. John Gahan
joins the Board as CFO on 1% October, taking over from Crispin Goldsmith, who will support the
handover period as a consultant. John is a KPMG qualified Chartered Accountant and joins from

Simbec-Orion Group. He was previously at Sprue Aegis plc.

Group transformed by Energy Management (EM) disposal
The highlight of the period was the disposal of the Group’s EM division for £29.3m. The net proceeds

are being used to reinvest in the high growth Energy Services division now that all previous debt
facilities have been repaid. H2'24 has begun with strong trading momentum, building on the previously
announced £5.2m solar contract with Spire Healthcare, the Group’s largest to date, and the new £40m

project funding facility with NatWest.

Strong start to H2, maintaining revenue guidance

H2 has started well, with a quarterly revenue record in Q3 (£9.2m). Revenue expectations for the
remainder of FY’24 are underpinned by a contracted order book of £7.6m at the end of September,
£6.4m of which is expected to convert to revenue in the current year. The Board has maintained its
revenue guidance of between £25m and £26m. We trim our forecast to the bottom of this range
(previously £25.5m) and apply an element of caution to margins and cash generation, noting some
risk over timing. As a reminder, our forecasts do not include the potential benefit of deferred
consideration from the EM disposal, which management estimates at between £8m and £10m

over the next two years.

Key Financials & Valuation metrics (Annualised to Dec)

Year-end Dec, £m 2022A 2023A 2024E 2025E 2026E
Sales 22.1 45.6 25.0 LS 36.5
EBITDA 3.0 5.1 0.4 3.2 4.2
Adjusted PBT 2.0 1.8 -1.2 2.2 3.2
FD EPS (p) 0.6 0.6 0.2 0.4 0.6
DPS (p) 0.0 0.0 0.0 0.0 0.0
Net Cash/(Debt)* -4.1 -8.0 BI5 7.0 8.3
Net Cash/(Debt)** -3.2 -7.4 4.0 8.9 10.3
P/E 9.5x 9.9x -28.2x 16.1x 10.7x
EV/EBITDA 8.9x 6.1x 51.8x 5.1x 3.5x
EV/Sales 1.2x 0.7x 0.8x 0.5x 0.4x

Source: ED analysis, IFRS 16 basis * including leases ** excluding leases, Share price as at 27/09/24
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Description

eEnergy is a leading energy services
company, helping corporate and
public sector clients to achieve their
Net Zero goals profitably. The
business listed on AIM in early 2020
and has delivered significant
underlying revenue and EBITDA
growth since then, reflecting positive
underlying market drivers and
successful strategic execution. The
Group recently divested its Energy
Management business to DCC pilc,
strengthening the balance sheet to
support the growth of the Energy
Services business.
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H1’24 Highlights

Financial and operational highlights

eEnergy’s H1 results were well flagged in July’s trading update and therefore contain no surprises. Core
revenue (excluding the Energy Management business, which was divested early in the period) was £6.0m,
compared to £11.0m in the corresponding period last year, reflecting challenging market conditions and the

impact of previous balance sheet constraints.

Solar revenues continue to increase and accounted for 34% of revenue in H1’'24. Gross margin for H1'24
was 19.2%, down from 32.5% in H2'23, reflecting the growth of solar (lower product margin business) as
well as the temporary margin impact of the weaker balance sheet during FY23 (prior to the EM disposal).
Underlying product margins improved during Q2 and are expected to show a strong recovery during H2

despite the increasing mix of solar revenues.

The adjusted EBITDA loss was £2.0m, compared to a £0.5m profit on the same basis for H1'23. Net cash
at the period end was £6.0m (June '23: Net debt: £7.4m).

Energy Management disposal has transformed the Group

The clear strategic highlight of the period was the disposal of the Group’s Energy Management division for
£29.3m. Significant progress has been made in streamlining and restructuring the business to focus on the
high growth Energy Services division. Growth opportunities are apparent across all areas of the business,

especially for solar multi-site opportunities and within the public sector.

Revenue growth has been constrained in recent periods by a lack of balance sheet headroom and
firepower. The disposal of Energy Management for an initial £25m in cash immediately removed this
constraint. The Group now has the working capital to tender for much larger contracts. Commercial
progress in the period was epitomised by the £5.2m solar contract with Spire Healthcare, the Group’s

largest to date, and a new £40m project funding facility with NatWest.

This is having a positive impact on the sales pipeline, which increased by 25% during the period. H2'24 has
started with strong momentum, with record quarterly revenue for Q3, underpinning confidence in H2

expectations.

Energy Services EBITDA (H1:H2 analysis)
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Source: Company historic data, ED forecasts and analysis
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Evolution of the leadership team

eEnergy has also continued to invest in its leadership team with Nick Clark recently joining in the new role
of Chief Operating Officer, John Gahan appointed as CFO and Andrew Lawley, previously Non-Executive

Director, appointed as Non-Executive Chair.

Crispin Goldsmith will step down from the Board as CFO on 1% October and will move to a consultancy role
to ensure a smooth handover process to John Gahan. John is a KPMG qualified Chartered Accountant and
joins from Simbec-Orion Group. He was previously, until 2018, at Sprue Aegis plc, a £100m market cap

AIM listed technology products business.
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Encouraging outlook commentary

Strong H2 underway, busy Q4 in prospect

As previously signalled, H1'24 revenue of £6.0m (pro forma H1'23: £11.0m) implies a strong H2
weighting.Q3'24 revenue is forecast to be a record £9.2m and revenue expectations for the remainder of
FY’24 are underpinned by a contracted order book of £7.6m at the end of September, £6.4m of which is
expected to convert to revenue in the current year. The Board has therefore maintained its revenue
guidance of between £25m and £26m.

We note a word of caution over the timing of project delivery within the outlook statement, given that several
projects are scheduled for installation towards the end of the year, which inevitably carries some risk over
disruption caused by adverse weather conditions. Any variation in revenue for the full year would be
expected to have a corresponding impact on earnings. We trim our revenue forecast to the bottom of the
given range (previously £25.5m) and apply an element of caution to margins and cash generation, noting
the risk over timing, as summarised in the table below.

Revenue guidance maintained, applying caution to margin and cash profile

Year-end Dec, £m 2024E 2025E 2026E
New Old Change New Old Change New Old Change

Revenue 25.0 255 -2% 315 315 0% 36.5 36.5 0%
Energy Serv’'s EBITDA 2.3 2.7 -16% 4.7 4.7 0% 6.0 6.0 0%
Group EBITDA 0.4 0.8 -51% 3.2 3.2 0% 4.2 4.2 0%
PBT (underlying) -1.2 -0.7 67% 2.2 2.2 0% 3.2 3.2 0%
EPS fully diluted p -0.2 -0.1 65% 0.4 0.4 0% 0.6 0.6 0%
Net cash/ (debt) a5 8.9 -61% 7.0 9.3 -26% 8.3 10.6 -21%
Net cash ex. leases 4.0 9.5 -57% 8.9 9.9 -10% 10.3 11.2 -8%

Source: Company historic data, ED forecasts and analysis

Looking forward, we continue to see very exciting growth prospects for eEnergy as customers continue to
advance their Net Zero strategies. We therefore continue to expect revenue and margins to increase
substantially over the medium term.

Energy Services revenue and EBITDA margin (annualised to December)
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Forecast summary

Divisional summary — annualised to December

Year-end Dec, £m 2022(A) 2023(A) 2024(E) 2025(E) 2026(E)
Segmental Revenue

Energy Management (Divested) 13.4 12.7 0.0 0.0 0.0
% growth 96% -5% -100% - -
Energy Services 14.2 17.8 25.0 LB 36.5
% growth 51% 25% 40% 26% 16%
Group 27.6 30.5 25.0 BillS 36.5
% growth 70% 10% -18% 26% 16%
% of Group

Energy Management 49% 42% 0% 0% 0%
Energy Services 51% 58% 100% 100% 100%
Segmental Gross profit

Energy Management (Divested) 10.7 9.9 0.0 0.0 0.0
Energy Services 5.1 6.2 7.0 9.8 111
Group 15.8 16.1 7.0 9.8 111
% margin

Energy Services 35.5% 34.6% 28.0% 31.0% 30.5%
Group 57.1% 52.7% 28.0% 31.0% 30.5%
% growth

Energy Services 54% 22% 14% 40% 14%
Group 86% 2% -56% 40% 14%
Segmental EBITDA

Energy Management (Divested) 4.0 3.6 0.0 0.0 0.0
Energy Services 1.7 13 2.3 4.7 6.0
Central Costs -1.9 -1.3 -1.9 -1.6 -1.8
Group 3.7 3.6 0.4 3.2 4.2
% margin

Energy Services 12% 7% 9% 15% 17%
Group 13% 12% 2% 10% 12%
% growth

Energy Services 110% -23% 75% 110% 27%
Group 194% -4% -89% 740% 33%

Source: Company historic data, ED forecasts and analysis
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Tel: 020 7065 2690
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Hannah Crowe
Direct: 0207 065 2692
Tel: 0207 065 2690
hannah@equitydevelopment.co.uk

Equity Development Limited is regulated by the Financial Conduct Authority

Disclaimer

Equity Development Limited (‘ED’) is retained to act as financial adviser for its corporate clients, some or all of whom may now or in the future
have an interest in the contents of this document. ED produces and distributes research for these corporate clients to persons who are not clients
of ED. In the preparation of this report ED has taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading,
but makes no guarantee as to the accuracy or completeness of the information or opinions contained herein.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the United Kingdom
(‘FSMA’). Any reader of this research should not act or rely on this document or any of its contents. This report is being provided by ED to provide
background information about the subject of the research to relevant persons, as defined by the Financial Services and Markets Act 2000
(Financial Promotions) Order 2005. This document does not constitute, nor form part of, and should not be construed as, any offer for sale or
purchase of (or solicitation of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any
part of it, form the basis of, or be relied on in connection with, any contract or commitment whatsoever.

Research produced and distributed by ED on its client companies is normally commissioned and paid for by those companies themselves (‘issuer
financed research’) and as such is not deemed to be independent as defined by the FCA, but is ‘objective’ in that the authors are stating their own
opinions. This document is prepared for clients under UK law. In the UK, companies quoted on AIM are subject to lighter due diligence than shares
quoted on the main market and are therefore more likely to carry a higher degree of risk than main market companies.

ED may in the future provide, or may have in the past provided, investment banking services to the subject of this report. ED, its Directors or
persons connected may at some time in the future have, or have had in the past, a material investment in the Company. ED, its affiliates, officers,
directors and employees, will not be liable for any loss or damage arising from any use of this document, to the maximum extent that the law
permits.

More information is available on our website www.equitydevelopment.co.uk

Equity Development, 2" Floor, Park House, 16-18 Finsbury Circus, London, EC2M 7EB

Contact: info@equitydevelopment.co.uk | 020 7065 2690
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