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FY20A Results

The value of production amounts to € 16.36 million, compared to €
16.73 million at the end of 2019 and € 16.65 million estimated in our
previous report. The revenues generated during 2020A are attributable
to the following breakdown: 46% deriving from TLC BU and 54%
deriving from Energy BU.

EBITDA Adj., equal to € 2.29 million, registered a significant increase
of 40% compared to € 1.63 million in the previous fiscal year and was
slightly lower compared to our previous estimates of € 2.55 million.
The NFP shows an important improvement from € 0.54 million to - €
0.06 million, also thanks to the IPO collection.

Estimates Update

In the light of the results published in the annual report for 2020A, we
entirely confirm estimates both for the current year and for the coming
years. In fact, previous estimates were rather conservative, so despite
the impact of the pandemic on the first months of the year, we believe
that the Company will be able to reach our estimated values.

The value of production 2021E equal to € 20.70 million and EBITDA
Adj. of € 3.35 million, corresponding to a marginality of 16.2%. We
expect the value of production to increase up to € 27.30 million (CAGR
20A-23E: 18.62%) in 2023E, with an EBITDA Adj. of € 4.05 million
(corresponding to an EBITDA Adj. margin of 14.8%).
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Valuation Update

We have conducted the valuation of Convergenze equity value based
on the DCF methodology and market multiples of a comparable
companies sample. The DCF method (which in the calculation of the
WACC includes for prudential purposes also a specific risk of 2.5%)
provides an equity value of € 49.4 million. The equity value of
Convergenze using market multiples is € 32.5 million (including a
discount of 25%). The result is an average equity value of approx. €
41.0 million. The target price is € 5.85 (prev. € 5.60), BUY rating, and
MEDIUM risk.
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1. Economics & Financials
Table 1 — Economics & Financials

INCOME STATEMENT (€/min) FY18A FY19A FY20A FY21E FY22E FY23E
Revenues TLC 6,87 7,01 7,51 8,75 9,60 10,80
Revenues Energy 698 9,73 879 11,50 13,70 16,50
Other Revenues 0,00 0,00 0,06 0,45 0,00 0,00
Value of Production 13,85 16,73 16,36 20,70 23,30 27,30
COGS 9,27 11,64 10,12 12,60 14,40 16,90
Services 1,10 1,20 125 1,80 2,00 2,35
Use of assets owned by others 0,08 0,09 0,11 0,15 0,20 0,25
Employees 1,86 2,03 234 260 3,10 3,50
Other Operating Expenses 0,18 0,15 0,25 0,20 0,20 0,25
EBITDA Adj. 1,34 1,63 2,29 3,35 3,40 4,05
EBITDA Adj. Margin 9,7% 9,7% 14,0% 16,2% 14,6% 14,8%
Extraordinary Items 0,10 0,05 0,14 0,00 0,00 0,00
EBITDA 1,25 1,58 2,15 3,35 3,40 4,05
EBITDA Margin 9,0% 94% 13,1% 16,2% 14,6% 14,8%
D&A 0,62 0,59 0,91 1,10 1,20 1,30
EBIT 0,63 0,99 1,24 2,25 2,20 2,75
EBIT Margin 45% 59% 7,6% 109% 94% 10,1%
Financial Management (0,19) (0,21) (0,22) (0,30) (0,35) (0,35)
EBT 0,44 0,77 1,02 1,95 1,85 2,40
Taxes 025 026 033 060 055 0,75
Net Income 0,19 0,52 0,69 1,35 1,30 1,65
BALANCE SHEET (€/mln) FY18A FY19A FY20A FY21E FY22E FY23E
Fixed Assets 417 499 750 8,10 880 9,40
Account receivable 1,73 2,03 2,02 2,50 3,00 3,60
Inventories 0,10 0,10 0,14 0115 0,20 0,25
Account payable 2,55 3,18 3,25 2,80 3,35 4,00
Operating Working Capital (0,72) (1,05) (1,09) (0,15) (0,15) (0,15)
Other receivable 081 031 058 075 090 1,10
Other payable 1,31 1,39 154 225 2,65 3,10
Net Working Capital (1,22) (2,13) (2,05) (1,65) (1,90) (2,15)
Severance Indemnities & Other Provisions 0,40 0,48 0,47 0,70 0,80 0,90
NET INVESTED CAPITAL 255 239 498 575 6,10 6,35
Share Capital 1,15 1,15 1,44 1,47 147 1,47
Reserves 001 018 291 3,87 522 6,52
Net Income 019 052 069 1,35 1,30 1,65
Equity 133 1,85 504 669 7,99 9,64
Cash & Cash Equivalent 0,29 0,72 3,08 3,44 3,84 4,69
Short Term Debt to Bank 029 035 139 040 035 0,30
M/L Term Debt to Bank 1,22 092 163 210 160 1,10
Net Financial Position 1,22 0,54 (0,06) (0,94) (1,89) (3,29)
SOURCES 255 239 498 575 6,10 6,35
CASH FLOW (€/min) FY19A FY20A FY21E FY22E FY23E
EBIT 0,99 1,24 225 220 2,75
Taxes 0,26 0,33 0,60 0,55 0,75
NOPAT 0,73 0,91 1,65 1,65 2,00
D&A 0,59 0,91 1,10 1,20 1,30
Changein receivable (0,30) 0,01 (0,48) (0,50) (0,60)
Changein inventories (0,00) (0,04) (0,01) (0,05) (0,05)
Changein payable 0,63 0,07 (0,45) 0,55 0,65
Change in others 0,58 -0,12 0,54 0,25 0,25
Change in NWC 0,91 (0,08) (0,40) 0,25 0,25
Changein provisions 0,07 -0,01 0,23 0,10 0,10
OPERATING CASH FLOW 2,30 1,74 2,58 3,20 3,65
Capex (1,4) (3,4) (1,7) (1,9) (1,9)
FREE CASH FLOW 0,89 (1,68) 0,88 1,30 1,75
Financial Management (0,21) (0,22) (0,30) (0,35) (0,35)
Change in Debt to Bank (0,25) 1,76 (0,52) (0,55) (0,55)
Change in Equity 0,00 2,50 0,30 0,00 0,00
FREE CASH FLOW TO EQUITY 0,43 2,36 0,36 0,40 0,85

Source: Convergenze and Integrae SIM estimates

I ————
UPDATE 2



SIM
NTEGRA

1.1 FY20A Results

Table 2 — Actual VS Estimates FY20A

€/min VoP EBITDA Adj. EBITDAAdj.%  EBIT Net Income NFP
FY20A 16,36 2,29 14,0% 1,24 0,69 (0,06)
FY20E 16,65 2,55 15,3% 1,53 0,88 (0,08)
Change -1,8% -10,4% -1,3% -19,4% -21,4% N.A

Source: Integrae SIM

Through a press release, the Company, commenting on the annual results, declares: “We are
particularly satisfied with the economic results achieved in an extremely complex period from
the macroeconomic point of view and intense from the company point of view. The results
obtained in 2020 were positively influenced by the reorganization of the business, the
opportunity to cross-sell between the two active BUs, and the high investments made for the
increase of the WiFi and FTTH proprietary network infrastructure.”.

The value of production amounted to € 16.36 million, compared to € 16.73 million recorded
at the end of 2019 and € 16.65 million estimated in our previous report. This reduction is
closely related to the decrease in revenues from the Energy BU (€ 8.8 million in 2020
compared to € 9.7 million in 2019), caused by the reduction of consumption by business
customers following the production closures and slowdowns of commercial and industrial
businesses linked to the impact of the pandemic. Revenues from the TLC BU increased (from
€ 7.0 million to € 7.5 million), thanks also to a renewed commercial activity and to the increase
of the WiFi and FTTH proprietary infrastructure.

Chart 1 — Revenues Breakdown by BU

46%

54%

u TLC = Energy

Source: Convergenze

The revenues generated during 2020A are attributable to the following breakdown: 46%
deriving from TLC BU and 54% deriving from Energy BU.

EBITDA Adj., equal to € 2.29 million, registered a significant increase of 40% compared to
€ 1.63 million in the previous fiscal year and was slightly lower compared to our previous
estimates of € 2.55 million. Also EBITDA Adj. Margin, equal to 14,0%, increases compared to
9.7% in 2019 and shows a slight decrease compared to expectations, equal to 15.3%. The
growth of EBITDA Margin is linked to the increase in marginality in both BUs. The difference
compared to the estimates is mainly due to: the different mix of customers for the Energy BU
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(business customers due to the stop of the activities caused by the pandemic had significantly
lower consumption) and acceleration on new hires.

EBIT amounted to € 1.24 million (€ 0.99 million in 2019) after amortization and depreciation
of €0.91 million, compared to € 1.53 million expected. As a result, EBIT Margin, equal to 7.6%,
also shows an increase compared to the previous year (5.9%). Net Profit amounts to
€ 0.69 million compared to € 0.52 million registered in 2019 and € 0.88 million estimated.

At Capex level, the Company invested mainly in the implementation of the FTTH proprietary
infrastructure in the municipality of Trentinara (SA), the expansion of the infrastructure in the
municipality of Capaccio Paestum (SA), Albanella (SA), and Castel San Lorenzo (SA), the design
for the installation of fiber in the industrial zone of the municipality of Ogliastro Cilento, the
modernization and upgrading of the WiFi Ultrabroadband infrastructure and the
implementation of the proprietary data center.

The NFP shows a significant improvement from € 0.54 million to - € 0.06 million, also thanks
to the IPO collection. Besides, it is noted the exercise of the greenshoe option occurred after
the end of the fiscal year, with a further collection of approximately € 0.299 million.

1.2 Significant Events

Following our latest publication, the Company announced:

e On 12/01/21, the opening of the new Wholesale division, part of TLC BU, to
consolidate and expand the operations of the TLC BU’s sales area in the business
sector, increasing technical capacity and starting specialization toward services
offered in Wholesale mode;

e 0n19/01/21, the implementation of the Amazon Pay solution to allow its customers
to complete in a few steps the purchase of all Convergenze services, both in the
Telecommunications and Energy fields;

e On 25/01/21, the opening of two new e-commerce sites, for the sale of services,
dedicated respectively to the sale of ultrafast Internet in fiber optics FTT (ConFIBRA)
and to the supply of natural gas (ConGAS).
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1.3 FY21E - FY23E Estimates

Table 3 — Estimates Updates FY21E-23E

€/min FY21E FY23E FY24E
VoP

New 20,7 23,3 27,3

old 20,7 23,3 27,3

Change 0,0% 0,0% 0,0%

EBITDA Adj.

New 3,4 3,4 41

old 3,4 3,4 41

Change 0,0% 0,0% 0,0%

EBITDA Adj. %

New 16,2% 14,6% 14,8%

Oold 16,2% 14,6% 14,8%

Change 0,0% 0,0% 0,0%
EBIT

New 2,3 2,2 2,8

old 2,3 2,2 2,8

Change 0,0% 0,0% 0,0%

Net Income

New 1,4 1,3 1,7

old 1,4 1,3 1,7

Change 0,0% 0,0% 0,0%
NFP

New (0,9) (1,9) (3,3)

old (1,1) (2,1) (3,5)

Change N.A N.A N.A

Source: Integrae SIM

In the light of the results published in the annual report for 2020A, we entirely confirm
estimates both for the current year and for the coming years. In fact, previous estimates were
rather conservative, so despite the impact of the pandemic on the first months of the year,
we believe that the Company will be able to reach our estimated values.

In particular, we confirm 2021E value of production of € 20.70 million and EBITDA Adj. of
€ 3.35 million, corresponding to a marginality of 16.2%. For subsequent years, we expect the
value of production to increase up to € 27.30 million (CAGR 20A-23E: 18.62%) in 2023E, with
EBITDA Adj. of € 4.05 million (corresponding to an EBITDA Adj. margin of 14.8%), up from
€ 2.29 million in 2020A (corresponding to an EBITDA Adj. margin of 14.0%).

Regarding the Balance Sheet, we believe that the Company will be able to improve its NFP
thanks to the cash flows generated by ordinary operations.
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Chart 2 — VoP and EBITDA FY19A-23E
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Chart 3 — Margin FY19A-23E
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Chart 4 — Capex FY19A-23E
30,0
25,0
20,0
16,73
15,0

10,0

5,0
1,4

0,0 ||
FY19A

Source: Integrae SIM

Chart 5 — NFP FY19A-23E
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2. Valuation

We have conducted the valuation of Convergenze equity value based on the DCF
methodology and market multiples of a comparable companies sample.

2.1 DCF Method

Table 4 - WACC

Risk Free Rate -0,13% o (specific risk) 2,50%
Market Premium 6,85% Beta Adjusted 0,6
D/E (average) 42,86% Beta Relevered 0,8
Ke 6,81% Kd 2,00%

Source: Integrae SIM

For prudential purposes, we have included a specific risk of 2.5%. This results in a WACC of
5.20%.

Table 5 — DCF Valuation

DCF Equity Value 49,4

FCFO actualized 5,3 11%
TV actualized DCF 44,1 89%
Enterprise Value 49,4 100%
NFP (FY20A) (0,1)

Source: Integrae SIM

With the above data and taking as a reference our estimates and assumption, the result is an
equity value of € 49.4 million.

Table 6 — Equity Value — Sensitivity Analysis

Growth
Rate (g)

Source: Integrae SIM
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2.2 Market multiples
Our panels are made up of companies operating in the same sector as Convergenze, but many

of them with higher capitalization. These companies are the same ones used for the
calculation of Beta for the DCF method. Panels are composed of:

Table 7.1 — Market Multiples TLC

EV/EBITDA (x) EV/EBIT (x)
Company Name
FY21E FY22E FY23E FY21E FY22E FY23E

Intred SpA 14,8 12,4 10,6 23,5 18,9 15,8
Unidata SpA 9,0 7,7 N/A 25,3 17,1 N/A
Cincinnati Bell Inc. 6,9 6,9 6,6 19,4 17,8 18,4
Retelit S.p.A. 8,1 7,4 6,8 18,8 15,2 13,2
Elisa Oyj 13,3 12,9 12,6 21,7 20,8 20,0
Chorus Limited 11,1 11,0 N/A 31,5 30,2 N/A
Cogent Communications Holdings 17,6 16,3 15,0 34,7 29,8 25,3
Peer median 11,1 11,0 10,6 23,5 18,9 18,4

Source: Infinancials

Table 7.2 — Market Multiples Energy

Company Name EV/EBITDA (x) EV/EBIT (x)
FY21E FY22E FY23E FY21E FY22E FY23E

E.ON SE 8,1 7,5 7,6 14,9 12,4 12,0
A2AS.p.A. 7,4 6,6 6,1 15,8 14,1 13,6
AusNet Services Limited 13,5 13,2 N/A 23,0 22,3 N/A
Pinnacle West Capital Corp. 10,2 9,5 8,9 17,6 16,6 14,8
DTE Energy Company 11,5 10,9 10,7 19,1 17,9 17,6
BKW AG 9,2 8,7 8,1 13,7 12,6 11,6
Peer median 9,7 9,1 8,1 16,7 15,4 13,6

Source: Infinancials

Table 8 — Market Multiples Valuation

Enterprise Value (EV)

EV/EBITDA 36,0 35,8 40,3
EV/EBIT 49,0 39,7 47,2
Equity Value

EV/EBITDA 37,0 37,7 43,6
EV/EBIT 50,0 41,5 50,5

Equity Value post 25% discount

EV/EBITDA 27,7 28,3 32,7
EV/EBIT 37,5 31,2 37,9
Average 32,6 29,7 35,3

Source: Integrae SIM

The equity value of Convergenze using the weighted average of market multiples EV/EBITDA
and EV/EBIT of two Panels is equal to € 43.4 million. To this value, we have applied a 25%
discount. Therefore, as a result, the equity value is € 32.5 million.
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2.3 Equity Value

Table 9 — Equity Value

Average Equity Value (€/min) )

Equity Value DCF (€/mln) 49,4
Equity Value multiples (€/mln) 32,5
Target Price (€) 5,85

Source: Integrae SIM

The result is an average equity value of € 41.0 million. The target price is, therefore, € 5.85
(prev. € 5.60). We confirm BUY rating and MEDIUM risk.

Table 10 — Target Price Implied Valuation Multiples

ulcles | Praon] Fraae] Fvzze

EV/EBITDA Adj. 17,9x  12,2x  12,0x
EV/EBIT 33,1x 18,2x 18,6x

Source: Integrae SIM

Table 11 — Current Price Implied Valuation Multiples

utipies | Fvaon| Fvaie] Fraze

EV/EBITDA Adj. 9,0x  62x  6,1x
EV/EBIT 16,7x  92x  9,4x

Source: Integrae SIM
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Disclosure Pursuant to Delegated Regulation UE n. 2016/958 and Consob Regulation n. 20307/2018
Analyst/s certification

The analyst(s) which has/have produced the following analyses hereby certifies/certify that the opinions expressed
herein 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.
INTEGRAE SPA is comprised of the following analysts who have gained significant experience working for INTEGRAE
and other intermediaries: Antonio Tognoli. Neither the analysts nor any of their relatives hold administration,
management or advising roles for the Issuer. Antonio Tognoli is Integrae SIM’s current Head of Research, Vice
President of Associazione Nazionale Private and Investment Banking — ANPIB, member of Organismo Italiano di
Valutazione — OIV and Journalists guilt. Mattia Petracca and Emanuele Negri are current financial analysts.

Disclaimer

This publication was produced by INTEGRAE SIM SpA. INTEGRAE SIM SpA is licensed to provide investment services
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

08/01/2021 3.85 Buy 5.60 Medium Initiation of coverage

The list of all recommendations on any financial instrument or issuer produced by Integrae SIM Research Department
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; however,
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
consolidated financial statements, interim and quarterly reports, press releases and periodic presentations).
INTEGRAE 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 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 estimates 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 transactions. 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
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publication might suffer following execution of transactions on the basis of the information 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 financial
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 expressed 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:

° Integrae SIM S.p.A. It operates or has operated in the past 12 months as the entity responsible for carrying out the
activities of Nominated Adviser of the Convergenze SpA;

. Integrae SIM S.p.A. It pays, or has paid in the past 12 months inside of the engagement of specialist, research services
in favor of Convergenze SpA;

° Integrae SIM S.p.A. He plays, or has played in the last 12 months, role of specialist financial instruments issued by
Convergenze SpA;
. In the IPO phase, Integrae SIM played the role of global coordinator.

At the Integrae SIM website you can find the archive the last 12 months of the conflicts of interest between Integrae
SIM and issuers of financial instruments, and their group companies, and referred to in research products produced
by analysts at Integrae SIM.
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