Clean Industry Solutions

Step-change in sales

Growth accelerates

Operating income increased to MSEK 9 during Q4 which was 200% higher
than Q4 2021. Current backlog and sales funnel indicate that the step-
change from the historically low level of sales will continue. The growth is
driven by Clean Industry Solution Holdings’ subsidiary Industrial Solar.
Its broader approach in the market with a higher share of PV (photovoltaic)
creates more stable revenue streams. PV typically has shorter sales cycles
compared to solutions built on its flagship technology — the Fresnel collec-
tor designed for industrial process heating.

EU Green Deal is positive for CISH

EU’s Green Deal Industrial Plan will be positive for CISH and especially
the subsidiary Industrial Solar. In January this year the President of the
European Commission, Ursula von der Leyen, announced the plan to make
Europe the global cleantech market leader by simplifying EU state aid rules
and through further provisions of funds. The plan aims to make Europe a
central hub for clean tech and industrial innovation to meet the 2050 net-
zero goals. The plan has four focus areas: bureaucracy, financing, skills,
and trade. Regulations for realizing energy projects with solutions such as
wind, heat pumps, solar, clean hydrogen, storage, and others will be eased
and financially supported.

CISH believes that the Green Deal Industrial Plan aligns with the mission
of the company to provide clean and circular economy solutions. CEO
Christian Zahler commented "We have the experience and expertise to
help industries. Our technologies, such as the Fresnel Collector and our
holistic approach, are paying off and we would be happy to deploy more
systems sooner."

Eyes on existing and potential large orders

The relatively new PV-team consisting of around 5 people has had a good
start in a booming market. Scalability and cost efficiency is secured in co-
operation with subcontractors. The team is currently implementing a
MSEK 9 solution at Losan Pharma and inquiries for even bigger installa-
tions are in the pipeline.

The solutions and ongoing projects within industrial process heating are
very interesting. The current engineering studies and negotiations with
one textile supplier to H&M, Arvind in India, a Unilever partner in Mexico
and KEBE in Greece, stick out. These could all potentially lead to large or-
ders. With KEBE, CISH has a letter of commitment with an order value of
around MSEK 55. In October it was announced that the plan was to sign
the final contract during Q1 2023.

The fair value in the DCF analysis remains at 3.00 SEK and corresponds to
a market value at MSEK 75, just slightly above forecasted net sales in 2024.
The low valuation offers an interesting opportunity in a sector that has a
strong long term outlook.
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Financial Overview & forecasts
2021 2022 2023E 2024E
Net Sales 3 11 31 62
Operating Income 11 19 41 72
EBIT -14 -17 -7 0
Free Cash flow* -16 -15 -10 -5
Net Cash 14 12 10 10
Sales Growth 65% 239% 177% 100%
P/S 2.8 1.0 0.5
EV/S 1.7 0.6 0.3

* Cash flow before financing activities

Source: Borsdata, Analysguiden
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Clean Industry Solutions

Investment case

Clean Industry Solutions Holding (CISH) is a strategic investment holding
company in the field of innovative sustainable technologies to make indus-
trial companies cleaner. Hence, the strategic approach is in the middle of
one of the strongest megatrends. Currently, the two subsidiaries are Indus-
trial Solar and SolarSpring. Industrial Solar offer a broad base of renewa-
ble energy solutions. SolarSpring offers water treatment systems based on
membrane distillation and ultra filtration. The two subsidiaries are spin-
offs in the environment from Europe’s largest applied research organisa-
tion Fraunhofer Society in Germany. Both companies are currently in the
development stage but with proven performance of installations. The offer
base is currently significant for Industrial Solar.

Momentum picking up after pandemic

The company lost some momentum during the pandemic due to travel re-
strictions and higher general uncertainty. Now the Group has an organisa-
tion that is ready to take on growth. According to the company the scala-
bility is good both via a network of subcontractors and standardisation of
solutions. The large interest, visible through the high offer base and the
numerous research projects, is a clear indicator of the demand for the
products and services that Clean Industry Solutions delivers. Long lead
times on contract negotiations mean however that growth might take time.
The most likely growth scenario is several smaller orders concerning for
example engineering studies where some later moves on to implementa-
tion projects. Current offer base consists of both smaller but also projects
above 100 MSEK.

Small organisation with all functions in place

Industrial Solar consists of around 25 people. It is a small organisation but
with all relevant functions in place. This also applies to SolarSpring, with
around ten people employed.

CISH is established in the middle of a megatrend and has a very big offer
base. The company is ready to take off both commercially and in the stock
market. Market value is very low in relation to these opportunities. It has
around 40 MSEK in public funded R&D projects in the coming 4 years. In
addition, net cash secures the business in at least 6 months.
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Currently two subsidiaries
Strategic approach in the middle of strong megatrend
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Installations in many countries

Post pandemic winner when travel restrictions ease

Source: The company

Potential for strong growth
Projections for total operating income and sales 2023-2026
in million SEK.
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Clean Industry Solutions

“The time .... has finally come”

Growth in Industrial Solar but also SolarSpring

Industrial Solar stands for the strongest growth in the Group with an in-
crease in operating income of +116% 2022. A number of photovoltaic pro-
jects served as the foundation for the expansion, but Fresnel feasibility
studies have also expanded. The commissioning of Fresnel projects with a
volume of several 10 MSEK may be the end result of these engineering or-
ders in the upcoming future. Three different examples include KEBE in
Greece, Arvind in India and a partner to Unilever in Mexico.

Long term margins are most likely higher in the Fresnel projects but the
strategic approach to avoid the most generic segments of the PV market
will also enable good gross margins. There are a few positive aspects of the
company’s step forward in the PV market: Demand is currently higher than
what the suppliers can handle, lead times in the sales process is shorter
and business volume can be more stable than for the industrial process
heat projects.

SolarSpring grew 20% in 2022. Market demand for the technology of water
filtration is increasing, and additional production cost reductions will con-
tribute to accelerating the expansion. There will be a change of MD in So-
larSpring. Daniel Pfeifle has resigned from his position and will be taking
on a new position from July 2023 onwards after successfully bringing for-
ward and growing SolarSpring since 2016. CISH has already secured con-
tinuity in the business.

The current situation in company and market in general was summarized
by MD Christian Zahler in the Q4 report: “It seems that the time for our
business model has finally come”

Potentially strong news flow

Analysguiden expects that CISH will announce 1-3 large orders during the
first half of 2023 with a combined order value well above 2022 total sales.
The several engineering and energy concept studies can lead to large orders

in both the PV-area as well as within the traditional solar process heat mar-
ket.

The company is situated in Germany where the market for PV solutions
seems to be even stronger than in Sweden.

Cash flow and financial situation

The cash flow in Q4 at MSEK -4.8 was at the same level as the average
during the four preceding quarters. Inventory increased MSEK 3.6 during
the quarter ahead of coming shipments in the PV area. Ending cash bal-
ance was MSEK 11.6. Liquidity is satisfactory for business for at least the
coming 6 months.

Analysguiden expects that the business will require more external capital
during the year.
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Strong growth
2022 compared to 2021
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Holistic approach
Many long term opportunities in CISH’s business scope
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Clean Industry Solutions

Valuation

In the base case, the fair value remains at 3.00 SEK. The valuation is just Base value 3.00 SEK

above the 2024 forecasted sales where EBIT is estimated around zero. DCF-valuation of Clean Industry Solutions.
The share price is down 49% in thg last 12 months with big fluctuations. CAGR 2021-2026 140%
The recent downturn from 4 SEK since September has taken place under Terrminal value, MSEK 155
relatively low trading volumes. Discount rate 15.0%
. . s s Ent ise Value, MSEK 64
Market value has been above MSEK 100 several times during CISH’s time FETprse gal_:s MSEK 16
asa 11§ted company. Analysgl.nden s opinion is that it currently is in a better Long term debt, MSEK 0
situation than ever before, given growth in the overall market, better pay-
back times for its solutions, growing order intake and a very promising Market Cap, MSEK 75
sales funnel. Hence, the gap towards historical peaks in valuation has the Outstanding shares, mil. 255
potential to be much lower also in today's market environment. Base case, SEK 3.0

CISH’s competence and solutions are in the middle of the accelerating
transition towards fossil-free solutions. This is now starting to be evident
also in the numbers. CISH is increasing its revenues strongly. It still, how-
ever, has a way to go towards stable positive cash flow even though the neg-
ative cash flow is estimated to be lower than 2022. When taking steps in
sales it is natural that some expenditures come before revenues. Growth in
general requires more working capital. Countermeasures to be able to grow
with capital efficiency include utilising subcontractors, requiring early and
several installments of payments etc.

SOLAR ENERGY:

* Everywhere
e Abundant
¢ Clean
*Free
¢ Peaceful

QO 75«

ELECTRIC: HEAT:

e.g. e.g. cooking, drying,
lighting, sterilization, dyeing
electric

drives,
computers

Industry
FOSSIL FUELS:

* Inequitably distributed
* Limited Jronss

portation Residential

* Polluting
 Expensive
¢ Conflictual

GLOBAL ENERGY DEMAND
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Clean Industry Solutions

About Clean Industry Solutions

Clean Industry Solutions, formerly Industrial Solar, invests in inde-
pendently operating innovative companies which provide solutions for a
sustainable industry and a circular economy. The current two subsidiaries,
Industrial Solar GmbH and SolarSpring GmbH, offer solutions for the sup-
ply of clean energy and clean water for industry. The company was listed on
Nasdagq First North Stock Market in July 2021 and is led by Christian Zahler
as CEO and Finn Johnsson as chairman.

Industrial Solar GmbH offers products and services for the industrial energy
transition. As an international leading technology and solution provider for
renewable energy projects in the industrial sector the company provides
technologies and services for clean energy solutions and its projects combine
engineering expertise with efficient technologies that use energy from re-
newable sources on site. Besides its flagship technology — the innovative
Fresnel collector designed for industrial process heating — Industrial Solar
also offers other technologies such as photovoltaic (PV), solar thermal col-
lectors, heat pumps or absorption chillers. As a one-stop-shop Industrial So-
lar has realised turnkey solutions for customers in several industries.

SolarSpring GmbH is an equipment manufacturer of innovative membrane-
based water treatment systems for industrial customers which either aim to
reuse process liquids or where sensitive liquid products require concentra-
tion. Moreover, the treatment technology filters valuable raw materials such
as gold, silver or other costly resources. The company is an absolute pioneer
in the field of membrane distillation for industrial wastewater treatment.

The two subsidiaries of Clean Industry Solutions provide a wide range of
customisable and environmentally sustainable solutions for energy supply
and water treatment in the industrial sector. Providing turnkey solutions
means a holistic approach where the companies handle the entire project
life cycle, from initial analysis to fully operational systems. This includes en-
gineering, procurement, construction, maintenance, and monitoring. This
wide range of solutions are accompanied by several key technologies and
systems, all customised according to the needs of the customer. The broad
expertise the subsidiaries possess and their long history of work with renew-
able energy sources and water treatment solutions thus positions Clean In-
dustry Solutions as a comprehensive supplier for technologies for a circular
economy.

Industrial Solar and SolarSpring have entered into a number of strategic
partnerships and participates in several public projects. These partnerships
and projects work to create momentum in the industry, lowers the barriers
for customers to transition to greener solutions and provides valuable fund-
ing. The industrial sector accounts for a large part of the global energy- and
water use and the transition to greener solutions here is crucial. Both com-
panies have received several awards and certifications for their technologies.
The EU Green Deal Industrial program will provide funding opportunities
that is likely to be positive both for CISH’s R&D and general demand.

The company is gradually changing from a development company with rel-
atively modest sales. The product offering is broader than before for exam-
ple with a higher share of PV. General market demand is stronger than ever
before. 2022 operating income made a step change to MSEK 19.
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Turnkey solutions for clean energy
Clean Industry Solutions provides a range of holistic solutions
for clean energy and clean water in the industrial sector.

Source: Industrial Solar, SolarSpring

Award winning technology

Clean Industry Solutions has been awarded several prices and
certifications, most notably the Solar Impulse Label and Euro-
pean Solar Prize in 2019.

¢ EUROSOLAR
Europdische Vereinigung fiir
Erneuerbare Energien e.V.
Source: The company, Eurosolar

Transforming the industrial sector
Images from the latest marketing campaign “Don’t be a fossil
fool”, targeting industry owners, and highlighting the need to
transition to green energy sources.

Be solar.

Be efficient. .
Don't be a fossil fool

Don't be a fossil fool
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Clean Industry Solutions

Risks

The company faces several risks in both the short and long term. The com-
pany is now moving into the full commercial stage, which means that reve-
nues currently are relatively low The technology and know-how have been
proven multiple times and the bigger challenge now is creating the commer-
cial traction needed to receive larger orders. The industrial sector at large is
often very cost-sensitive, meaning that the solutions used needs to be prof-
itable. Current and previous customers are usually companies living off their
“green” image and further market development and cost reductions are
needed to reach a larger part of the market.

When the company gradually starts to deliver significant revenues, the focus
shifts towards margins. The company still needs to prove its performance
regarding scalability and profitability in the different type of projects.

The company is also heavily dependent on public funding for the moment,
as a large part of the income comes from different R&D projects. Whilst we
still believe that the public attention and interest in environmentally friendly
energy- and water sources will increase in the coming years, this still pre-
sents a risk to the company. Changing conditions for governments and other
agencies could result in fewer projects or smaller funding amounts.

The cash position after the rights issue means that the company has funds
for at least 6 months. In addition, the company is getting public funding
from several R&D projects. The risk still exists however, that increased com-
mercial efforts will increase the burn-rate, meaning that further capitalisa-
tion will be needed. Analysguiden expect this to be needed during 2023.

Overall, this leads to a large number of uncertainties in our forecasts. The
projected revenue increases are large and should the commercial break-
through take longer than expected the impact on our valuation would be
material. The sector at large supports high valuations, but we are still facing
many risks and uncertainties at this stage of the company’s journey.

Recent coverage of analyst

June 7, 2022: Pipeline and macro environment getting stronger

August 30, 2022: Promising order intake

December 8,2022: Very low valuation
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Clean Industry Solutions

Disclaimer

Aktiespararna, www.aktiespararna.se, hereinafter referred to as Akties-
pararna, publishes information about companies including the establish-
ment of analyses. The information has been compiled from sources that Ak-
tiespararna has deemed reliable but cannot guarantee the accuracy of the
information. What is written in the analysis should not be considered as rec-
ommendations or exhortation to invest in any financial instrument, war-
rants or similar. The opinions and Aktiespararna’s conclusions expressed in
the analysis are only intended for the recipient. The contents of the analysis
may not be copied, reproduced, or distributed to any other person without
prior written approval from Aktiespararna. Aktiespararna shall not be held
liable for either direct or indirect damages caused by decisions taken based
on information given in the analyses. Investments in financial instruments
provide opportunities for gains and profits, but such investments are asso-
ciated with risks. The risk varies depending on the different types and dif-
ferent combinations of financial instruments and past return on investment
should never be considered as an indication of future return of investment.
The analysis is not directed to U.S. persons (as defined in Regulation S under
the US Securities Act 1940) and may not be distributed to such persons. The
analysis is not directed to physical or legal persons in which the distribution
of the analysis to such persons would involve or lead to a risk of infraction
of Swedish or foreign law or regulation. The analysis is so-called Commis-
sioned Research, where the analysed company has signed an assignment
with Aktiespararna to produce the Analyses. The Analyses are published for
a fee during the contract period. Aktiespararna does not have any financial
interest related to the subject explained in this analysis. Aktiespararna has
routines for managing conflicts of interest, which ensure objectivity and in-
dependence. The analyst Magnus Lindell does not hold and is not permitted
to hold any shares in the analysed company.

Responsible analyst:

Magnus Lindell
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