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BREAKING NEWS

Start of the financial recovery process

In its press release dated June 19th, 2023, AlgoWatt, a Green Tech company listed on the
Euronext Milan (EXM) market, announced the approval of its Updated Financial Plan and
new 2023-25 Business Plan. These proposals are part of the financial rebalancing project
presented in the letter to shareholders and participationg financial instrument holders da-
ted June 19, and aimed at overcoming the recent phase of financial challenges.

In particular, following what was communicated on March 24, 2023, the Company has re-
solved to submit an application for a Group Negotiated Composition, which will allow the
start of a non-judicial restructuring process with a view to maintaining business continuity.
This voluntary and out-of-court process, involving the Chamber of Commerce, has the
objective of identifying a solution of negotiation with the Company’s creditors. The process
will be started by filing the application for the appointment of an Expert, pursuant to Article
12 et seq. of the Business Crisis and Insolvency Code, as per Legislative Decree of January
12, 2019, No. 14, as amended. Once the application has been filed, the instrument envisages:

*  Arequest for protection from creditors;

* Arequest for access to the benefit for the deferment of overdue tax debt -
which contributes to increasing the difficulty of finding funds and therefore
creates an obstacle for the development of the business - by 10 years;

The Updated Financial Plan was presented at the same time as the proposed application,
replacing and supplementing the old Recovery Plan and Financial Agreement signed by
the Company and its financial creditors from June 21st to July 9th, 2021. The old Plan had
positive effects in terms of debt relief and industrial turnaround, though the rigidity of the
debt constraints it imposed made it impossible to make use of new lines of credit to support
working capital. With the impossibility of obtaining financing, the Company found itself fa-
cing progressive exclusion from the registers of suppliers of customers of greater importan-
ce and size, in addition to exclusion from participation in public and private tenders. In this
context, considering the tax debt imbalance, the Company’s strategy, aimed at developing
high value-added as-a-service platforms, has not proved to be sufficiently effective in gua-
ranteeing the sustainable development of the business.

The new Updated Financial Plan is presented as a solution to this particular situation, pro-
viding for a debt-to-equity swap, that is, the conversion of the Company’s financial debt
into equity capital, accomplished via a specific increase of reserved capital, through the
early conversion of the equity financial instruments issued by the Company (SFP ALW) in the
execution of previous agreements. In this way, financial creditors will be granted the oppor-
tunity to participate in the future growth of the Company’s business, in the context of the
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out-of-court restructuring process. The proposal envisages:

e Theissuing of a maximum number of new ordinary shares amounting to €
53.50 million, of expressed nominal value, with regular entitlement and rights
equivalent to shares already outstanding, at the price of € 0.56 per sha-

re;

«  The conversion of the participationg financial instrument into approximately
24.00 million new shares, the subscription price of which will be determined
on the basis of the fair value of the shares, subject to the fairness opinion of
an independent expert.

Considering that, to the approximately € 29.70 million of debt already transformed into
participationg financial instrument stock and prospectively converted into equity, a further
€ 10.00 million relating to financial creditors will be added, and considering the Updated
Financial Plan, an overall cut in debt of around € 40.00 million is estimated. There is also
the possibility of inserting a lock-up clause both in the reserved capital increase and in the
agreement for the early conversion of partecipating financial instruments. Furthermore, the
Financial Plan provides for the publication of a prospectus for the listing of the newly issued
shares.

The Expert, Dr. Giovanni La Croce, a chartered accountant based in Milan, nominated for
the Group Negotiated Composition, will have to draw up a Report (as per Letter C, Para-
graph 1, of Article 23 of the Business Crisis and Insolvency Code) - following the signing of
the capital increase and taking into account settlement agreements with suppliers and the
rescheduling of tax debt - expressing an opinion on the financial rebalancing of the Com-
pany and on the early termination of the terms of the old 2021 Plan, which will be fully repla-
ced through the stipulation of the Restructuring Agreement (as per Article 23, Paragraph 1,
Letter C of the CCII). This Agreement must provide for the maintenance of AlgoWatt’s wor-
king capital lines for a period of time as to allow refinancing through access to new funds
in relation to the sale of trade receivables. Furthermore, it should be noted that, on July 6,
2023, the Chamber of Commerce published in the Company’s Register the application for
protective measures for assets, as per Article 18, Paragraph 1, of Legislative Decree 14/2019,
and approval of the Expert. AlgoWatt has filed an application before the competent Court
of Milan for the confirmation of the requested protective measures, as per Article 19 of Legi-
slative Decree 14/2019.

In accordance with the proposed Updated Financial Plan, which relies on the forecast
data elaborated by the Company’s management, and in order to recover from the current
financial situation, AlgoWatt’s Board of Directors has elaborated, in collaboration with the
strategic consultancy firm STAM Srl, the new Business Plan for the three-year period 2023-
25, details of which were given in the press release dated March 24, 2023. The Business
Plan provides for the optimization of the business model through the pursuit of three main
objectives:

* The achievement of the leadership position in the Twin Transition market,
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offering digital solutions for energy and environmental transactions through
the optimal integration of cutting-edge technology and AlgoWatt’s digital
know-how, supported by the purely industrial matrix of TerniEnergia Progetti.
This orientation lays the foundations for the reorganization of the business
model of the Company, opening the way to overcoming the Operating Model
proposed in the previous Business Plan;

e The evolution of the Company’s role from simple provider to partner;

e The consolidation of the Company’s position in the Digital Circular Economy
market.

The pursuit of these strategic lines is based on four drivers, which are fundamental for the
industrial growth of the Company, namely: the achievement of financial sustainability; EPC
and O&M, with TerniEnergia Progetti; Research, Development and Innovation (RD&l); and
optimization of the business portfolio.

The new optimized business model envisages two operating lines:

e The Digital Energy & Circular Economy line integrates the activities currently
carried out by the Company regarding the digital transformation and the
energy and ecological transition, which, by leveraging smart technologies,
allows customers to use resources more sustainably. This business line also
involves Research, Development & Innovation (RD&l) at the service of the
search for innovative solutions in the field of the Twin Transition and the Di-
gital Circular Economy (including, for example, software platforms for smart
building and smart cities, Virtual Power Plant (VPP) solutions, energy resource
aggregators, and digitalization services for the ecological transition of the
Cleantech industry). Furthermore, through various framework agreements,
new partnerships have been developed, aimed at increasing participation
in tenders of national and European Community scope, and pursuing the
objective of doubling volumes;

*  The Greentech Industry line includes the System Integration activity of Ter-
niEnergia Progetti, as well as its work as a partner in the design, construction
and management of renewable energy and energy efficiency plants, inclu-
ding activities oriented to EPC, O&M, utility-scale solar, Renewable Energy
Communities (RECs), collective self-consumption and building energy ma-
nagement. The objective for the development of this business line is to leve-
rage the Group’s track record of industrial excellence and the recent digital
integration to bring customers a complete offering covering every stage of
the renewable energy chain. In this regard, the Greentech industry represents
an operating line free from direct investments and capital intensive activities,
allowing for an efficient and competitive approach to the market in growth,
due to the second Integrated National Plan for Energy and Climate (PINEC),
set to add a new average annual additional capacity of around 4.60 GW.
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The Business Plan envisages that the increase in revenues and margins, estimated to reach
its fully operational value (13.0%) by 2025, will take place at the same time as the substan-
tial debt reduction of the Company, accomplished through the implementation of the me-
asures that were indicated in the new Updated Financial Plan. The implementation of the
recovery project will allow the creation of the best conditions for leveraging the Company’s
positioning in sectors with high growth potential, opening up new credit lines for current
and future projects, improving the conditions of access to such credit, allowing the quali-
fication of the company in the registers of suppliers of major customers, and allowing gua-
rantees to be extended to the Greentech industry.

Management estimates project a CAGR 2023-25 for the value of production equal to 51.0%,
with cumulative product revenues of approximately € 124.00 million, of which € 18.00 mil-
lion in relation to 2023, € 42.00 million in relation to 2024, and € 64.00 million in relation to
2025. The main drivers of the anticipated revenue growth are:

e The development of the Greentech industry (forecast to account for approxi-
mately 19.0% of turnover in 2023, 88.0% in 2024, and 91.0% in 2025);

»  The growth of the Digital Energy & Environment business line;

»  The expansion of the RD&l design portfolio;

»  Proceeds from the sale of assets, platforms and contracts of a non-strategic
nature.

On the basis of the Company’s communications and on observations of the evolution of the
Company’s financial situation and its growth prospects, we have changed our recommen-
dation: target price Under Review (U/R), rating Under Review (U/R) and risk Medium.
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Disclosure Pursuant to Delegated Regulation UE n. 2016/958
Analyst/s certification

The analyst(s) which has/have produced the following analyses hereby certifies/certify that the opinions ex-
pressed therein reflect their own opinions, and that no direct and/or indirect remuneration has been, nor shall
be received by the analyst(s) as a result of the above opinions or shall be correlated to the success of investment
banking operations. Neither the analysts nor any of their relatives hold administration, management or advising
roles for the Issuer. Mattia Petracca is Integrae SIM’s current Head of Research. Giuseppe Riviello, Alessandro
Colombo, Edoardo Luigi Pezzella and Alessandro Elia Stringa are the current financial analysts.

Disclaimer

This publication was produced by INTEGRAE SIM SpA. INTEGRAE SIM SpA is licensed to provide investment ser-
vices pursuant to Italian Legislative Decree n. 58/1998, released by Consob, with Resolution n. 17725 of March
29th 2011.

INTEGRAE SIM SpA performs the role of corporate broker for the financial instruments issued by the company
covered in this report.

INTEGRAE SIM SpA is distributing this report in Italian and in English, starting from the date indicated on the
document, to approximately 300 qualified institutional investors by post and/or via electronic media, and to
non-qualified investors through the Borsa Italiana website and through the leading press agencies.

Unless otherwise indicated, the prices of the financial instruments shown in this report are the prices referring
to the day prior to publication of the report. INTEGRAE SIM SpA will continue to cover this share on a continuing
basis, according to a schedule which depends on the circumstances considered important (corporate events,
changes in recommendations, etc.), or useful to its role as specialist.

The table below, shows INTEGRAE SIM’s recommendation, target price and risk issued during the last 12 months:

Date Price Recommendation Target Price Risk Comment
20/07/2022 0,86 Buy 1,40 Medium Breaking News
09/08/2022 0,80 Buy 1,50 Medium Update
20/01/2023 0,63 Buy 1,50 Medium Breaking News
06/02/2023 0,64 Buy 1,50 Medium Breaking News
08/02/2023 0,67 Buy 1,50 Medium Breaking News
10/02/2023 0,69 Buy 1,50 Medium Breaking News
10/05/2023 0,60 Buy 1,50 Medium Breaking News
12/06/2023 0,59 Buy 1,50 Medium Breaking News

The list of all recommendations on any financial instrument or issuer produced by Integrae SIM Research Depart-
ment and distributed during the preceding 12-month period is available on the Integrae SIM website.

The information and opinions contained herein are based on sources considered reliable. INTEGRAE SIM SpA
also declares that it takes all reasonable steps to ensure the correctness of the sources considered reliable; how-
ever, INTEGRAE SIM SpA shall not be directly and/or indirectly held liable for the correctness or completeness of
said sources.

The most commonly used sources are the periodic publications of the company (financial statements and con-
solidated financial statements, interim and quarterly reports, press releases and periodic presentations). INTE-
GRAE SIM SpA also makes use of instruments provided by several service companies (Bloomberg, Reuters, JCF),
daily newspapers and press in general, both national and international. INTEGRAE SIM SpA generally submits

a draft of the analysis to the Investor Relator Department of the company being analyzed, exclusively for the
purpose of verifying the correctness of the information contained therein, not the correctness of the assessment.
INTEGRAE SIM SpA has adopted internal procedures able to assure the independence of its financial analysts
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and that establish appropriate rules of conduct for them. Integrae SIM S.p.A. has formalised a set of principles
and procedures for dealing with conflicts of interest. The Conflicts Management Policy is clearly explained in

the relevant section of Integrae SIM’s web site (www.integraesim.it). This document is provided for information
purposes only. Therefore, it does not constitute a contractual proposal, offer and/or solicitation to purchase
and/or sell financial instruments or, in general, solicitation of investment, nor does it constitute advice regarding
financial instruments. INTEGRAE SIM SpA does not provide any guarantee that any of the forecasts and/or esti-
mates contained herein will be reached. The information and/or opinions contained herein may change without
any consequent obligation of INTEGRAE SIM SpA to communicate such changes. Therefore, neither INTEGRAE
SIM SpA, nor its directors, employees or contractors, may be held liable (due to negligence or other causes) for
damages deriving from the use of this document or the contents thereof. Thus, Integrae SIM does not guarantee
any specific result as regards the information contained in the present publication, and accepts no responsibility
or liability for the outcome of the transactions recommended therein or for the results produced by such transac-
tions. Each and every investment/divestiture decision is the sole responsibility of the party receiving the advice
and recommendations, who is free to decide whether or not to implement them. Therefore, Integrae SIM and/or
the author of the present publication cannot in any way be held liable for any losses, damage or lower earnings
that the party using the publication might suffer following execution of transactions on the basis of the informa-
tion and/or recommendations contained therein.This document is intended for distribution only to professional
clients and qualified counterparties as defined in Consob Regulation no. 20307/2018, as subsequently amended
and supplemented, either as a printed document and/or in electronic form.

Rating system (long term horizon: 12 months)

The BUY, HOLD and SELL ratings are based on the expected total return (ETR - absolute performance in the 12
months following the publication of the analysis, including the ordinary dividend paid by the company), and the
risk associated to the share analyzed. The degree of risk is based on the liquidity and volatility of the share, and
on the rating provided by the analyst and contained in the report. Due to daily fluctuations in share prices, the
expected total return may temporarily fall outside the proposed range

Equity Total Return (ETR) for different risk categories

Rating Low Risk Medium Risk High Risk

BUY ETR >=7.5% ETR>=10% ETR>=15%
HOLD -5% < ETR < 7.5% -5% < ETR <10% 0% < ETR <15%
SELL ETR<=-5% ETR<=-5% ETR<= 0%

U.R. Rating e/o target price Under Review

N.R. Stock Not Rated

Valuation methodologies (long term horizon: 12 months)

The methods that INTEGRAE SIM SpA prefers to use for value the company under analysis are those which are
generally used, such as the market multiples method which compares average multiples (P/E, EV/EBITDA, and
other) of similar shares and/or sectors, and the traditional financial methods (RIM, DCF, DDM, EVA etc). For finan-
cial securities (banks and insurance companies) Integrae SIM SpA tends to use methods based on comparison
of the ROE and the cost of capital (embedded value for insurance companies).The estimates and opinions ex-
pressed in the publication may be subject to change without notice. Any copying and/or redistribution, in full or
in part, directly or directly, of this document are prohibited, unless expressly authorized.

Conflict of interest

In order to disclose its possible interest conflict Integrae SIM states that:

. It plays, or has played in the last 12 months, role of specialist financial instruments issued by algoWatt SpA;

Production date: July 10th 2023 - h. 18.30 CET

Publication date: July 11th 2023 - h. 8:00 CET
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