Enviro: Fantastic and long-awaited news
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Redeye is positively surprised by the fact that Enviro will
establish a JV with Antin Infrastructure Partners (one of
Europe's largest private equity firms within infrastructure
investments) and, in the future, Michelin (the top 2 largest tyre
manufacturer in the world). This means Antin will bring capital
and its expertise in scaling infrastructure platforms, while
Michelin has signed multi-year supply agreements for both
recovered carbon black (rCB) and tyre pyrolisis oil (TPO) -
which will all be combined with Enviro’s patented technology.
This is the news we have been waiting for since 2020, and we
believe this structure gives Enviro a solid foundation to execute
its growth strategy of deploying plants capable of handling Tm
tons of end-of-life tyres per annum by the end of 2030. We
provide a summary of the press release in this research note
while sharing our thoughts on the announcement.

Mattias Ehrenborg

Yesterday, at 17.45 Swedish time, Enviro press released it is forming a joint venture (JV) with
Antin Infrastructure partners to create the world's first large-scale tyre recycling group,
supported by Michelin. We summarize the press release as follows:

e Antin, a European-based private equity infrastructure firm with an AUM of EUR30bn, will
secure initial investments in the JV.

e Enviro intends to review Enviro’s long-term capital needs to fund the ownership of the JV
as soon as possible over the coming 24 months.

» Enviro will have no initial ownership in the JV but has the option to acquire ownership
corresponding to 30%.

e Enviro will receive revenue through service fees and an “asset fee” (based on the
profitability of each plant). And in the future as a minority owner in the JV.

e The first commercial plant will be in Uddevalla, capable of handling 34.5ktons or 40% of
Sweden’s total ELT supply. Construction start is expected H1 2023, and it is expected to
be fully operational in 2025.

o Site selection in other European countries has been initiated, with an aim to build
capacity for up to 1m tons of ELT by 2030- or 1/3 of all ELT in Europe.

* Enviro’s patented technology will be licensed to the JV exclusively throughout Europe.

e Michelin is planning to join the JV as a partner as the future plants are built. The JV has
also secured a multi-year supply agreement with Michelin for the first plants to be
established. This agreement includes delivery of both recovered carbon black (rCB) and
tyre pyrolisis oil (TPO).

Redeye’s thoughts on this announcement:

This is the news we have been waiting for since Enviro signed its first partnership deal with
Michelin in 2020. We have been awaiting offtake agreements and funding for Enviro to be able
to kick start its long-term growth journey and to capitalize on the untapped value potential end-
of-life tyres offers.

Through a JV with Antin Partners, Enviro gets a financial partner with EUR30bn in AUM that has
experience of scaling infrastructure platforms — which is exactly what Enviro needs at this point.
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Antin has a long track record of successful investments and a team of 200+ employees and is
one of Europe’s largest private equity firms within infrastructure investments.

Furthermore, it grants Enviro the opportunity to receive royalties from the first plants without
having to invest heavily. Still, it does not mean Enviro will give away its technology for free or
without any investment, as it has the opportunity to acquire 30% of the JV in the coming years.

Furthermore, Michelin supports the JV by having signed multi-year supply agreements for both
rCB and TPO, which de-risks the business case significantly while it provides significant
predictability in revenues. Michelin is also planning to join the JV as a partner as future plants
are built.

We find it positive that a JV will be formed between Enviro, Antin, and also Michelin in the future.
This structure should allow for a smooth roll-out relative to if every single plant would have
different types of investors and off-takers for rCB and TPO. It also offers all parties to participate
on relatively equal terms — given that they bring different know-how and expertise to the table.
We also think it signals that all parties have “verified” each other, wish to form a long-term
partnership, and have identified this business opportunity.

We also find it very interesting that an infrastructure fund decides to invest in this type of
venture, as it signals that Envio offers a long-term and “green” infrastructure investment rather
than just being an industrial company. Given the massive amounts of pension capital ready to be
deployed in infrastructure investments, we argue that this could open up additional attractive
business opportunities in the future. For instance, Private equity firms are known for having a
5-7 year horizon on their investments before making an exit. Should the JV have a portfolio of
recycling plants corresponding to 1m tons ELT, with long offtake agreements, could it make an
attractive investment for pension capital while still generating royalties to Enviro.

The press release does not state what the 30% investment in the JV will amount to, how it will
be financed, nor what service fees and royalties will look like. Neither does it say at what price
or volumes Michelin has undertaken.

Either way, we believe the terms for offtake agreements will be largely in line with what Enviro
has previously communicated; otherwise, we think it should have been modified. We also believe
the financial details regarding service fees and royalties will likely be of sound terms for Enviro
and its shareholders, even if it is not stated in the press release. We also think Enviro has 24
months to come up with financing, which could open up various forms of funding.

We think investors should focus on the fact that a financial partner like Antin is choosing to
invest in/with a company like Enviro, and a technology that is yet to prove its commercial
viability on a large scale, at this point in time. This should put Enviro in a very good position to
execute its strategy to deploy recycling plants capable of handling 1m tons ELT per year by
2030. This figure can be put in relation to our previous estimate of Tm tons by 2036.

To put these numbers in perspective, using Enviro’s own P&L assumptions from its latest
presentation in 2022, where a single 30kton plant is expected to generate roughly
SEK150-200m in EBITDA, this could imply an annual EBITDA for the JV of SEK5bn-6.5bn by
2030.

Enviro will hold a webcast hosted by Alf Blomgvist (Chairman of the board) this morning, 30
March 09.00 Swedish time, where viewers can ask written questions (See link below)

It is hard to assess what a fair share price reaction will be, given that there are many numbers
missing at this point (even if it will crystalize in time). However, given the wide range of our fair
value range, we expect the Enviro shares to surge today following this announcement. We will
review our long-term assumptions in the coming week and get back with updated estimates and
fair value range.
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Important information

Redeye AB ("Redeye" or "the Company") is a specialist financial advisory boutique that focuses on
small and mid-cap growth companies in the Nordic region. We focus on the technology and life
science sectors. We provide services within Corporate Broking, Corporate Finance, equity
research and investor relations. Our strengths are our award-winning research department,
experienced advisers, a unique investor network, and the powerful distribution channel redeye.se.
Redeye was founded in 1999 and since 2007 has been subject to the supervision of the Swedish
Financial Supervisory Authority.

Redeye is licensed to; receive and transmit orders in financial instruments, provide investment
advice to clients regarding financial instruments, prepare and disseminate financial analyses/
recommendations for trading in financial instruments, execute orders in financial instruments on
behalf of clients, place financial instruments without position taking, provide corporate advice and
services within mergers and acquisition, provide services in conjunction with the provision of
guarantees regarding financial instruments and to operate as a Certified Advisory business
(ancillary authorization).

Limitation of liability

This document was prepared for information purposes for general distribution and is not intended
to be advisory. The information contained in this analysis is based on sources deemed reliable by
Redeye. However, Redeye cannot guarantee the accuracy of the information. The forward-looking
information in the analysis is based on subjective assessments about the future, which constitutes
a factor of uncertainty. Redeye cannot guarantee that forecasts and forward-looking statements
will materialize. Investors shall conduct all investment decisions independently. This analysis is
intended to be one of a number of tools that can be used in making an investment decision. All
investors are therefore encouraged to supplement this information with additional relevant data
and to consult a financial advisor prior to an investment decision. Accordingly, Redeye accepts no
liability for any loss or damage resulting from the use of this analysis.

Potential conflict of interest

Redeye's research department is regulated by operational and administrative rules established to
avoid conflicts of interest and to ensure the objectivity and independence of its analysts. The
following applies:

o For companies that are the subject of Redeye's research analysis, the applicable rules
include those established by the Swedish Financial Supervisory Authority pertaining to
investment recommendations and the handling of conflicts of interest. Furthermore,
Redeye employees are not allowed to trade in financial instruments of the company in
question, from the date Redeye publishes its analysis plus one trading day after this date.

» An analyst may not engage in corporate finance transactions without the express approval
of management and may not receive any remuneration directly linked to such transactions.

e Redeye may carry out an analysis upon commission or in exchange for payment from the
company that is the subject of the analysis, or from an underwriting institution in
conjunction with a merger and acquisition (M&A) deal, new share issue or a public listing.
Readers of these reports should assume that Redeye may have received or will receive
remuneration from the company/companies cited in the report for the performance of
financial advisory services. Such remuneration is of a predetermined amount and is not
dependent on the content of the analysis.

Redeye’s research coverage

Redeye’s research analyses consist of case-based analyses, which imply that the frequency of the
analytical reports may vary over time. Unless otherwise expressly stated in the report, the analysis
is updated when considered necessary by the research department, for example in the event of
significant changes in market conditions or events related to the issuer/the financial instrument.
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Recommendation structure

Redeye does not issue any investment recommendations for fundamental analysis. However,
Redeye has developed a proprietary analysis and rating model, Redeye Rating, in which each
company is analyzed and evaluated. This analysis aims to provide an independent assessment of
the company in question, its opportunities, risks, etc. The purpose is to provide an objective and
professional set of data for owners and investors to use in their decision-making.

Duplication and distribution

This document may not be duplicated, reproduced or copied for purposes other than personal use.
The document may not be distributed to physical or legal entities that are citizens of or domiciled
in any country in which such distribution is prohibited according to applicable laws or other
regulations.

Copyright Redeye AB.



