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Entities from the I&C industry (Control and Measurement Equipment and
Automation) belong to the group of companies that systematically pay
dividends. The effects of the upcoming economic slowdown, such as the loss
of part of revenues and pressure on margins, but also an ambitious
investment program or the need to finance increased working capital may
have a negative impact on the ability to maintain the dividend policy at the
current level in the coming years. Therefore, a strong balance sheet and
stable operating cash flows are very important in the context of a demanding
economic environment. In the case of Aplisens or Sonel, the expected
deterioration of the economic situation and, consequently, the possible
reduction in profits will not require verification of development plans and the
implementation of drastic savings measures. In turn, Apator may be forced
to choose between limiting payments to shareholders and reducing expenses
for development.

Apator SA

We forecast that 2022 will be the weakest period in terms of results, from next year we
expect them to improve. The improvement will be gradual and it will take several years to
reach the pre-pandemic results. We assess the goals outlined in the updated Strategy of
Apator Group as very difficult to achieve. With such assumptions, Apator is still valued at
a premium to the fair value determined by us. We maintain the recommendation REDUCE
with the target price of PLN 12.9 .

Aplisens SA

Our fears that Aplisens did not come true, due to the high involvement in eastern markets,
most among [&C companies will experience the effects of war in Ukraine. The company
coped very well in the new reality, and The passing year promises to be the best in the
entire history of the company. Although we forecast a slight deterioration in results next
year, further diversification of sales directions and still strong balance sheet give hope for
a "dry foot" passage through the economic turmoil and maintaining transfers to
shareholders. Quote We raised the share of the 18,3 PLN, which gives a 27% growth
potential.

Sonel SA

Sonel coped quite well with the problems resulting from the increase in production costs
and the availability of components. The challenge remains the profitable execution of
contracts for the supply of meters (especially with dynamically growing sales in this
segment). Sonel's strong side remains a safe balance sheet (net cash), high core business
margins and stable operating flows. In our opinion, the company is well prepared for more
difficult times. We maintained the valuation of shares at approx. PLN 10, similar to the
current price.

P/E EV/EBITDA
2022F 2023F 2024F 2022F 2023F 2024F
Apator 33.1 13.5 9.5 6.8 5.0 4.1
Aplisens 7.1 8.5 8.4 3.8 4.0 3.6
Sonel 9.2 9.9 9.0 5.6 5.0 43

Source: Apator, Aplisens, Sonel, TIM, Noble Securities, ratios for Apator calculated for the number of shares
reduced by own shares

Indicators calculated on the basis of results adjusted for one-offs
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SUMMARY OF RECOMMENDATION CHANGES

Current price Valuatior} / Upsidef / Previotus Change
Target price Downside valuation
Apator 15.0 12.9 -14% 12.2 6%
Aplisens 14.4 18.3 27% 16.0 14%
Sonel 9.7 10.2 5% 10.2 0%
Source: Noble Securities
SUMMARY OF FORECASTS OF FINANCIAL RESULTS (reported results)
Net profit EBITDA

2022F 2023F 2024F 2022F 2023F 2024F
Apator 13.1 322 45.6 88.5 128.4 142.3
Aplisens 234 18.4 18.7 37.2 31.5 33.9
Sonel 14.8 13.7 15.0 223 26.5 26.4

Source: Noble Securities

NOBLE SECURITIES EQUITY RESEARCH REPORT 3



Exchange’s Analytical Coverage Support Programme 6th DECEMBER 2022

MEDIUM-TERM PROSPECTS
Challenges of 2023
Among the biggest challenges for 2023 that the management boards of many companies operating in
Poland will have to face, the following should be pointed out:

1. The impact of the war in Ukraine on the results of companies (decrease in sales, write-downs on

assets),

2. Dynamically growing energy costs (electricity, gas),

3. Rising borrowing costs (interest).
We had a lot of concern about how companies from the I&C industry would cope in 2022 in the situation
rapid loss of large export markets in the East (mainly Russian, but also other CIS markets served via
Russia or Belarus). Given the dependence of sales volumes on export in that direction, the biggest risk
concerned Aplisens. In other cases, the share of eastern markets has been decreasing in recent years,
mainly due to the dynamic increase in sales to other export markets.

Change in sales structure

Change in sales structure: 2021 vs 2018

® domestic uCIS uCIS other

7%

23%

34%

2018 2021 2018 2021 2018 2021
Apator Aplisens Sonel

Source: Apator, Aplisens, Sonel, Noble Securities

In addition, there was a risk of write-offs on assets related to the business conducted in the East, both in
terms of bad debts and in terms of non-current assets and/or shares in subsidiaries held there. In the most
difficult situation is Aplisens, which not only realizes relatively large sales to the East, but also has capital
involvement in Russia and Belarus.

As at 30.09.2022 (PLN thousand) Apator Aplisens Sonel

TOTAL 2 444 8217 0

Current assets 2444 1500 0

- Russia 1175 0

- Belarus 0 1500 0

- Ukraine 1269 0

Shares 0 6717 0

- Russia 0 6 637 0

- Belarus 0 80 0

Source: Apator, Aplisens, Sonel, Noble Securities

These fears have not been confirmed:

1. there was no decrease in revenues from eastern markets (Aplisens) or lower sales to these markets
were compensated by sales in other directions (Apator, Sonel),

2. receivables are systematically repaid,

3. there were also no reasons for the write-off for capital assets (Aplisens), or their earlier sale

(Apator) was prudent.
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Another challenge was (and will be to an even greater extent in the coming quarters) rising energy costs,
both electricity and gas. In the case of companies from the 1&C sector, characterized by Relatively high
profitability compared to the entire economy, these have not been significant cost items so far. Their
impact on future results should also not be significant, and in the case of some entities (e.g. Aplisens)
even a decrease in expenses is expected, which is related to the policy of independence from external
suppliers (investments in heat pumps and own RES installations).

An important factor shaping the final result will also be the level of financial costs, resulting directly
from the balance sheet situation. We do not see a threat to the results of Aplisens and Sonel, whose
management boards have been pursuing a very conservative financial policy for years and despite the
implementation of investments and constant transfers to shareholders, these companies still have cash
surpluses. Apator will have to face much greater challenges — the company has significantly increased its
debt in recent quarters, and the shareholders' appetite to maintain dividend payment has not weakened; In
addition, the company counts on an increase in sales, which will generate the need for working capital. In
the case of the company from Torun, the growing debt coincided with a drastic increase in the costs of its
service. As a result, interest expense takes away an increasing part of the operating profit.

The increase in financial costs is a big challenge for Apator

Expenditures and net debt (PLN million, quarterly) EBIT and interest balance (PLN million, quarterly)
= CAPEX s change in working capital ====net debt WEBIT W interest balance (-)
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Source: Apator, Noble Securities

Opportunities: export and involvement in large infrastructure projects

All three companies have a high share of export sales and a long currency position. This helps to
compensate for possible sales declines in the domestic market by increasing revenues from other markets.
In addition, the improvement of the competitive position in exports is supported by high exchange rates.

Stable high share of exports

Change in sales structure in 2018-3Q2022

= domestic H export
46% 47% 47% 47%
66%
2018 2019 2020 2021 1-3Q22 2018 2019 2020 2021 1-3Q22 2018 2019 2020 2021 1-3Q22
Apator Aplisens Sonel

Source: Apator, Aplisens, Sonel, Noble Securities
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In the long run, we see the potential to improve revenues thanks to involvement in the implementation of
large infrastructure projects in the energy sector. Apator has competences in the area of power grids
(switchgear, energy meters), and investments in the development of transmission and distribution
infrastructure seem to be one of the key elements of energy transformation in Poland (they are to support
the development of RES).

In turn, Aplisens as a supplier of automation for energy producers (it supplied components for the
implementation of the last large coal-fired units built in Poland) should be taken into account in the
construction of a nuclear power plant. Given the number of water and steam installations in each EJ
block, appropriate measuring equipment is necessary. An important advantage of Aplisens is good
relations with the largest international corporations — general contractors of energy investments. It may be
necessary to obtain appropriate certificates in this area (which Aplisens does not have), but the company
has experience in conducting certification processes (it has recently successfully completed this type of
activities and obtained approvals for its products offered on the very demanding US and Canadian
market). The entry of large investments in nuclear energy into the market in the long term would allow
the company to replace the shrinking sales to coal energy. This market, after many years of collapse, has a
chance to be reborn in Europe, and the competition is currently not high, because a significant part of
companies have lost their previously possessed competences in this area.

In the case of Sonel, we see opportunities in the development of RES, as the company systematically
builds a portfolio of products dedicated to this group of recipients.

Debt and transfers to shareholders

As we have already mentioned, Aplisens and Sonel, due to their strong cash flow and financial
surpluses, retain the ability to carry out transfers to shareholders (dividends, buybacks), and a
possible deterioration in the results may only affect the size of these transfers.

In the case of Aplisens, one should expect a reduction in plans for the purchase of own shares in
2023 (to the amount corresponding to the liabilities from the incentive program, i.e. approx. 250
thousand shares, i.e. approx. PLN 4 million vs. approx. PLN 12 million in recent years), however, this
should be compensated by a higher dividend (we count on PLN 1 / share from the profit for 2022).

A bigger challenge is to maintain the dividend nature of the company in the case of Apator. Given
our earnings outlook and other financial charges impairing liquidity, we see great difficulty in meeting
these commitments. Without a clear decrease in working capital, the possible payment of dividends in the
next few years will lead to an increase in debt with consequences for the results of subsequent periods.

Aplisens and Sonel should maintain their dividend character

Apator Aplisens Sonel
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Source: Apator, Aplisens, Sonel, F - Noble Securities forecast
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CAPEX, R&D expenditures

High innovativeness of the 1&C industry requires maintaining large investment outlays: primarily for the
development of new products (R&D), but also for the modernization of production lines (expenditure on
technology) and gradual automation of production.

Volume of investment outlays of companies from the I&C sector

Apator Aplisens Sonel

= CAPEX ===, of product revenue
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Source: Apator, Aplisens, Sonel, F - Noble Securities forecast

Historically, the companies analyzed in this report allocated 5-20% of annual revenues to CAPEX, a large
part of which went to R&D.

We expect an increase in CAPEX in all of the above-mentioned entities.

In Aplisens after several years of lower capital expenditures (resulting partly from concerns about sales
growth prospects and partly from difficulties in the supply of new machinery and equipment), when
CAPEX fell below 10% of unit revenues from the sale of products, we forecast an increase in expenses to
10-13% of sales in the coming years. Fixed amounts (about 3% of sales) were allocated to R&D and here
we expect these proportions to be maintained.

In Sonel, capital expenditures in recent years accounted for approx. 10% of revenues from products (we
do not take into account growing revenues from goods/meters, as this is not the sales segment developed
by Sonel engineers), of which approx. 80% concerned expenditure on research and development. It
should be noted, however, that an increasing part of inputs is allocated in the costs of the period, rather
than activated in the balance sheet. If we also include R&D from costs, capital expenditures already reach
20% of product revenues. In the coming years, we expect an increase in capital expenditures, an
increasing part of which will be included directly in costs, which results from the possibility of taking
advantage of the research and development relief (as we write later in the report).

Large expenditures on research and development (R&D)

Aplisens Sonel
== R&D =% CAPEX == R&D =% CAPEX

111

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022F 2023F 2024F 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022F 2023F 2024F

Zrédio: Aplisens, Sonel, F - Noble Securities forecast
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According to the assumptions of the updated strategy, Apator is to allocate 5-7% of revenues annually
for investments (the average of the last 5 years is about 6.5%), which would allow to maintain the
technological rent (i.e. not to create technological backwardness adversely affecting the competitiveness
of Apator in the future). This would mean CAPEX at the level of PLN 50-100 million per year during the
period of validity of the strategy, i.e. an average of about PLN 75 million. Although we do not assume
such a high dynamics of sales growth (i.e. up to PLN 1.4 billion in 2025), taking into account historical
data (CAPEX was the only parameter of the strategy that Apator implemented as planned) it is likely that
expenses will remain at an average level of PLN 75 million at least until 2025; These are also the
assumptions we made in our forecasts. The announced entry into new business areas will certainly not
reduce this amount after 2025. We assume that CAPEX in the coming years will be higher than
depreciation by approx. PLN 10-20 million, negatively affecting the amount of cash available to
shareholders.

All companies benefit (or have benefited) from investment allowances related to operating in special
economic zones (Apator - Pomorska SEZ, Aplisens - Tarnobrzeg SEZ, Sonel - Watbrzyska SEZ).
Companies that have already completed the settlement of the investment allowance directly related to the
zone activity, and still incur R&D expenditures, gain the right to settle the research and development
(R+D) relief. Sonel has recently announced its intention to use this mechanism. The company obtained a
positive individual interpretation regarding the B+R relief, confirming the possibility of its application,
because the nature of works related to market research, development of new products and software of new
and old constructions fits perfectly into the premises for applying this relief. If we assume that Sonel
spends up to PLN 20 million on R&D every year, and only half of this amount would be the basis for
calculating the relief (20% of eligible expenses), the company could improve its results by approx. PLN 2
million per year (PLN 0.15 per share).

In recent years, the benefits of the investment allowance (operations in SEZs) amounted to approx. PLN
1-2 million per year, so it could be expected that the already exhausted investment allowance would be
replaced with another type of support. We do not yet know the exact mechanism of operation of the new
type of tax support, although in our opinion there are grounds for including it in the forecasts; in the
model, we adopted the assumptions described above.

Aplisens and Apator still use the support resulting from their activities in the SEZ, which is why we
assumed that other sources of public aid will be sought at a later date.

NOBLE SECURITIES EQUITY RESEARCH REPORT 8
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We forecast that 2022 will be the weakest period for the company in terms of
results. The improvement in results that we expect from next year will take
place gradually, and it will take several years to get to the results before the
pandemic. We assess the goals outlined in the updated Strategy of Apator
Group as very difficult to achieve. Based on such assumptions, we estimate that

NOBLE

SECURITIES

Apator is still measured at a premium to fair value. We maintain the

recommendation REDUCE with a target price of PLN 12.9.

Lost 2022, a chance to improve from 2023
According to our predictions, 2022 turned out to be very demanding for Apator. The

company has problems with maintaining sales volumes, high competition, rising

component costs and shortages (which requires a higher involvement of working
capital), with a limited possibility of passing on the increase in costs to customers. In

addition, the rising costs of servicing the increasing debt offset the effects of work

on the defense of margins. We assume an improvement from 2023, and its
announcement is to be clearly better results 2H2022.

Very ambitious targets of the updated 2025 strategy

The updated strategy maintains financial targets (PLN 1.4 billion in sales and
approx. PLN 200 million in EBITDA), only postponing the deadline for their
implementation (currently until 2025). Taking into account the assumed growth
dynamics (revenues +50%, EBITDA +75% vs. 2021), a fairly short time allocated
for their implementation (3.5 years) and a difficult macroeconomic environment
(high interest rates and the upcoming slowdown), we assess them as very ambitious
and difficult to implement.

Non-performing dividend
Apator is a dividend company and the Management Board has announced that this
character will also be maintained in the future. Given our earnings outlook and other

Current price PLN 15.0
Target price (9M) PLN 12.9
Upside/downside -14%
Market cap. PLNm 489
Free float 64%
Avg. Vol. 6M 4430
COMPANY PROFILE

Leader on the market of measuring

equipment in Poland.

financial charges impairing the company's liquidity, we see great difficulty in SHAREHOLDERS
meetl'ng thes.e commltme'nts over the life of t'he stra‘Fegy. Without a clear de?crease i s pator Mining 11.0%
working capital, the possible payment of dividends in the next few years will lead to
an increase in debt with consequences for the results of subsequent periods. AvivaOFE 10.2%
Mariusz Lewicki 7.1%

The value of Apator's shares was estimated on the basis of valuation using the T,4eys; Sosgornik 5.8%
following methods: DCF (PLN 11.1) and comparative (PLN 1 1.4/1 4.6). We set

.. . . . . Danuta Guzowska 4.6%
the target price in the 9-month horizon at PLN 12.9. This gives 14% discount to
the stock exchange rate. We maintain the recommendation REDUCE. Zbigniew Jaworski 4.4%

o ; ; 0,

PLNm 2019 2020 2021 2022F 2023F 2024F [azimierz Piotrowski 2:5%
Revenues 878 935 940 1035 1120 1182 Others 53.4%
EBITDA 126 131 150 88 128 142
Net profit 53 60 61 2 32 46 Source: Apator, Noble Securities
Recurring net profit 53 60 34 13 32 46
EPS 1.83 2.06 115 0.45 111 157
DPS 1.10 1.20 0.50 0.00 0.33 0.46
P/E (x) 8.2 7.3 13.0 33.1 135 95
EV/EBITDA (x) 47 43 5.5 6.8 5.0 41

Source: Company, F - Noble Securities forecasts; ratios calculated for the number of shares less own shares

The preparation of report was finalized on 6/12/2022 at 16:30 p.m. The first publication took place on 6/12/2022 at
16:45 p.m.

Michat Sztabler
Equity Analyst
michal.sztabler@noblesecurities.pl

+48 667 852 196
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VALUATION

Apator is listed with a premium in relation to domestic midcaps as well as companies from the 1&C
segment listed on the WSE. In turn, discount to foreign entities has already become the rule. The
comparative valuation was based on indicators for a group of companies from I&C industry and
separately production companies from the MidCaps sector listed on the WSE. The valuation on the basis
of indicators of foreign entities serves only to show the potential that Apator's exchange rate would have
in case of interest on the part of an industry investor.

We maintain our position that the market for metering devices (especially in the area of electricity and
gas) is increasingly becoming a commodity market with all its consequences, i.e. low unit prices, low
margins and low barriers to entry. However, we see some opportunities to improve prices (the possibility
of price renegotiation, a greater willingness to accept increases in an environment of high inflation,
favorable exchange rates for the exporter) and an increase in efficiency allowing for cost reduction
(economies of scale, robotization of production, modern factories). Financial costs will weigh negatively
on profits. The effect of the above is a revision of the financial forecasts: improvement at the operating
level and deterioration at the level of net profit. We are also more optimistic in the long-term horizon
(hence the increased valuation in the DCF model), although in our opinion Apator will not achieve the
financial goals included in the updated Strategy.

In the table below we present a summary of the valuation:

Valuation summary Weight Per share (PLN) Previous (PLN) Change
DCF 50% 11.1 9.1 22%
Peers (domestic - 1&C) 30% 11.4 13.3 -14%
Peers (domestic - midcaps) 20% 14.6 13.5 8%
Peers (foreign) 0% 39.2 31.6 24%
Average valuation 119 11.3 5%
Target price (9M) 12.9 12.2 6%
Current price 15.0

Upside/downside -14%

Source: Noble Securities
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DCF VALUATION

Assumptions for the model:

e  We rely on our own forecasts of consolidated results provided in this report.
e The value of cash flows discounted as at the date of publication of the report.
e Netdebtasat31.12.2021 in the amount of PLN 203 million.

e Long-term growth rate after the forecast period of 0% (unchanged).

e Risk-free rate of 7.0% (previously 6.7%), risk premium of 7.2% (previously 5.1%), beta rate of 1.0%
(unchanged).

e  Number of shares adjusted for own shares (3.6 million).

DCF VALUATION AND SENSITIVITY ANALYSIS

DCF 2022F 2023F 2024F 2025F 2026F 2027F 2028F 2029F 2030F 2031F
Revenues 1035 1120 1182 1219 1234 1250 1265 1281 1297 1313
NOPAT 26 54 62 72 87 88 89 90 91 92
Depreciation and amortization 56 61 65 52 39 45 51 49 48 53
Change in WC -30 17 30 -10 -4 -4 -4 -4 -4 -4
CAPEX -70 -76 -77 -77 -80 -81 -82 -83 -84 -85
FCFF -18 56 80 37 42 48 53 52 50 56
WACC 12.0% 12.0% 12.0% 12.0% 12.0% 12.0% 12.0% 12.0% 12.0% 12.0%
Discount factor 0.99 0.89 0.79 0.71 0.63 0.56 0.50 0.45 0.40 0.36
DFCFF -18 49 63 26 26 27 27 23 20 20
Sum of DFCFF to 2031 264

Growth rate (g) 0%

Residual value 2031 736 Sensitivity analysis

Discounted Residual value 264 Growth rate (g)

Enterprise Value (EV) 528 -2% -1% 0% 1% 2%
Net debt 31/12/2021 203 WACC - 1,0% 11.3 12.1 13.1 14.3 15.8
Minorities 4 WACC - 0,5% 10.4 11.2 12.0 13.1 14.4
Equity value 321 WACC 9.6 10.3 11.1 12.0 13.1
Shares (ths.) 29.0 WACC + 0,5% 89 9.5 10.2 11.0 12.0
Equity Value per share 11.1 WACC +1,0% 8.2 8.7 9.4 10.1 11.0

Source: Noble Securities

Below we present the calculation of the cost of equity and WACC:

WACC 2022F 2023F 2024F 2025F 2026F 2027F 2028F 2029F 2030F 2031F
Risk free rate 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0%
Market risk premium 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2%
Beta 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Cost of equity 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2%
Effective tax rate 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0% 20.0%
Cost of debt 8.50% 8.50% 8.50% 8.50% 8.50% 8.50% 8.50% 8.50% 8.50% 8.50%
Cost of debt after tax bracket 6.80% 6.80% 6.80% 6.80% 6.80% 6.80% 6.80% 6.80% 6.80% 6.80%
Net debt/EV 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0%
WACC 12.0% 12.0% 12.0% 12.0% 12.0% 12.0% 12.0% 12.0% 12.0% 12.0%

Source: Noble Securities
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PEERS VALUATION
Peers valuation - domestic (I&C) WG @R, e DAL

(@LR) 2022F 2023F 2024F 2022F 2023F 2024F
Aplisens 166 7.1 8.5 8.4 3.8 4.0 3.6
Sonel 136 9.2 9.9 9.0 5.6 5.0 43
Median 8.1 9.2 8.7 4.7 4.5 3.9
Apator 489 33.1 13.5 9.5 6.8 5.0 4.1
Premium / discount (%) 308% 47% 10% 44% 9% 3%
Apator’s implied fair value 3.7 10.2 13.6 7.9 13.1 14.4
Weight 10% 20% 20% 10% 20% 20%
Apator’s implied fair value 11.4
Peers valuation - domestic (midcaps) Market cap. PE® FVIEBITDA (9

(PLNm) 2022F 2023F 2024F 2022F 2023F 2024F
Kety 5645 8.6 9.7 9.9 6.8 73 6.8
Stalprodukt 1353 2.9 7.2 10.7 1.6 2.8 3.6
Alumetal 1133 5.0 6.4 7.7 53 5.8 6.4
Sniezka 770 26.5 15.6 14.2 11.0 9.2 8.9
Forte 522 4.4 7.4 6.2 6.0 6.5 5.8
Newag 693 14.5 9.2 7.5 8.4 7.2 6.6
Amica 644 n/a 21.1 8.9 16.3 6.5 4.9
Ferro 486 7.6 6.6 6.0 6.0 5.7 5.3
Median 6.3 7.4 7.7 6.0 6.5 5.8
Apator 489 33.1 13.5 9.5 6.8 5.0 4.1
Premium / discount (%) 427% 82% 25% 13% -23% -30%
Apator’s implied fair value 2.8 8.2 12.0 12.2 21.6 234
Weight 10% 20% 20% 10% 20% 20%
Apator’s implied fair value 14.6
Peers valuation - foreign (I&C) Rlarkefeaps HOE) DA

(PLNm) 2022F 2023F 2024F 2022F 2023F 2024F
Honeywell 647 547 24.6 23.4 21.1 17.7 16.5 15.4
Schneider Electric 370 757 19.4 18.3 16.6 13.8 13.2 12.3
Emerson 251383 18.6 232 20.3 14.3 17.6 16.8
Fortive 106 246 21.5 20.0 18.1 18.0 16.7 15.4
Yokogawa 21 642 36.8 22.8 19.6 12.4 9.9 8.6
Badger Meter 14916 50.0 447 41.9 28.0 25.9 24.5
Itron 10 872 107.1 343 18.7 35.8 19.4 11.7
ESCO 10 830 29.8 25.8 n/a 15.9 13.9 n/a
Vaisala Oyj 7113 29.0 25.1 22.5 16.9 15.9 14.8
NEDAP 1745 17.8 15.9 13.6 10.7 9.8 9.1
Phoenix Mecano 1592 12.2 11.0 8.5 6.5 6.2 5.8
Schaffner Holding 867 17.2 17.9 13.3 7.2 6.7 6.2
Median 23.1 23.0 18.7 15.1 14.9 12.3
Apator 489 33.1 13.5 9.5 6.8 5.0 4.1
Premium / discount (%) 44% -41% -49% -55% -67% -67%
Apator’s implied fair value 10.4 25.5 29.3 43.5 58.8 55.4
Weight 10% 20% 20% 10% 20% 20%
Apator’s implied fair value 39.2

Source: Bloomberg, Noble Securities, data on 6.12.2022 at 13:06
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STRATEGY UPDATE

The Management Board of Apator decided to extend the period of validity of the objectives included in
the Development Strategy while maintaining financial parameters.

The company's strategy published at the end of 2018 covered the years 2019-23. It assumed achieving
revenues of PLN 1.4 billion and EBITDA of PLN 220 million in 2023, with capital expenditures
(CAPEX) estimated at PLN 380 million. The starting point was the results of 2018: PLN 877.5 million in
revenues and PLN 130 million in EBITDA. Therefore, the strategy assumed an average annual growth
rate (CAGR) of sales and EBITDA of approx. 11% and maintaining the EBITDA margin at the level of
approx. 16%.

No expected growth

Strategy vs reality: revenue (PLN million) Strategy vs reality: EBITDA (PLN million) and EBITDA margin
mactual revenue ® projected revenues mactual EBITDA m projected EBITDA
1600 250
16%
1400 16%
1200 0 16%
16%
1000 16%
150 18% 16% 4 149
800 14% 149
16% " 1% 12%
600 100
400
50
200
0 . . ! ! ! . . . . .

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Apator, Noble Securities

Already at the time of publication of the Strategy, we pointed to very ambitious goals. In particular, the
assumption of revenue growth to PLN 1.4 billion (CAGR = 11%) was extremely difficult to implement
given historical data (CAGR2013-18 = 4%, the largest annual growth of 9%) and the increasingly difficult
situation on the meter market (growing competition and price erosion). The EBITDA margin of 16% also
seemed to be an unrealistic goal, as in the last few years preceding the publication of the Strategy we
were dealing with a decrease in profitability. The reality turned out to be even more difficult, as the
growing competitiveness on the market was compounded by the COVID pandemic (2020), problems with
the availability and prices of components for production (2021), and finally the effects of the war in
Ukraine (2022).

Only in the gas segment was the strategy implemented

Strategy implementation: revenues (PLN m)

Electricity Gas Water & Heat
700 350 mrealization mplan 500
450
300
400
250 350
200 300
250
150 200
100 150
100
50
50
0 0
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022* 2023 2018 2019 2020 2021 2022* 2023

* realization of the year 2022 on the basis of LTM
Source: Apator, Noble Securities
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At the same time, capital expenditure plans were implemented at a similar level to the assumed level. In
the entire 5-year period covered by the Strategy, CAPEX was planned at the level of PLN 380 million,
which gave an average annual value of PLN 70-75 million. After 3.5 years of implementation of the
Strategy (70% of the time), CAPEX amounted to approx. PLN 270 million (also approx. 70%). This
means that the investments are being implemented as planned, while the effects of these investments have
not led (as before) to the assumed increase in results.

Considering that some of the factors hindering the implementation of the objectives of the Strategy 2018-
23 were of an external nature, Apator decided to postpone the deadline for achieving the financial
objectives by 2 years. Some goals are less ambitious: EBITDA of PLN 200 million vs. 220 included in
the original version of the Strategy. Taking the results of 2021 as a reference point, they mean an increase
in revenues by 50% (CAGR202-25 =10%) and EBITDA by 75% (CAGR2022-25 =15%). The planned
investments are to amount to 5-7% of the forecasted revenues (an average of PLN 75 million per year). In
addition, it was assumed that the conversion of OCF (cash flows from operating activities) would
improve to EBITDA and reduce the ND/EBITDA ratio below 2x (which would still mean approx. PLN
400 million of net debt with EBITDA of around PLN 200 million; currently ND = PLN 300 million).

Updated financial targets as ambitious as when the original document was published

Strategy update: revenues (PLN million) Strategy update: EBITDA (PLN million) - value and structure
1600 260 u electricity mwater & heat mgas
1400 CAGR=10%
200 CAGR=15%
1200
46

1000
150 CAGR=5%

70
100 CAGR=7%

AGR=31% 84

ARAN

0
2013 2014 2015 2016 2017 2018 2019 2020 2021 2025F 2013 2014 2015 2016 2017 2018 2019 2020 2021 2025F

Source: Apator, Noble Securities, P —Apator’s forecast

In our forecasts, we are more cautious about the pace of improvement in financial results until 2025 (on
revenues CAGR202225 =7.5%). Apator's historical achievements dampen our enthusiasm, and the
macroeconomic environment is unlikely to be conducive to dynamic sales and profit growth. In our
opinion, the Water and Heat segment has much better prospects, while the other two business areas will
remain under pressure (although slightly lower than in recent years) of rising costs and high competition.

Bardziej ostrozne prognozy NS

NS forecasts vs Apator's strategy: revenues (PLN million) NS forecasts vs Apator's strategy: EBITDA (PLN million)
1600 m Apator's forecast u electricity mwater & heat mgas 250 = Apator's forecast u electricity mwater & heat mgas
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Zrédlo: Apator, Noble Securities, P — prognoza Noble Securities

NOBLE SECURITIES EQUITY RESEARCH REPORT 14



Exchange’s Analytical Coverage Support Programme 6th DECEMBER 2022

Arguments in favor of implementing the assumptions of the updated strategy:

+ inflation resulting in an increase in sales regardless of volume (according to the management board,
the inflation factor was not taken into account when updating financial targets),

+ accelerating the process of replacing electricity meters and the resulting increase in sales of the so-
called smart meters at the expense of municipal meters (higher volume and price 3 times higher),

+ offering own communication modules for smart meters allowing to maintain a larger part of the
margin in the Group (so far, communication modules have been obtained from external suppliers),

+ changing the terms of contracts for the supply of meters allowing for price renegotiation in justified
cases,

+ new markets (distributed energy, e-mobility, energy storage, HVAC — heat, ventilation, air
conditioning),

+ improvement of efficiency resulting from modernization of the production base (new Apator Powogaz
factory) and economies of scale (Apator — ee meters, Powogaz — water meters),

+ using Apator's competitive advantage in terms of its own strong R&D team.

Factors hindering the implementation of the strategy:

— possible decline in the market share of electricity meters as a result of aggressive actions of

competitors (mainly Chinese) — inability to compensate for lost revenues from traditional meters by
smart meters

— change in the gas market in Europe indicated by Apator as a risk, resulting in a decrease in demand
for gas meters (although probably not during the period of validity of the Strategy),

— persistent cost pressure (components, electricity, labour costs) with the commodity nature of the
electricity and gas meters market (low prices and unit margins, low barriers to entry)

— historically, the company has not achieved such a high dynamics of revenue growth (CAGR2022-25
=10% vs CAGR2016-19 =3%; in comparison, we did not take into account the years 2020-21 due to
their specific nature: pandemic, war in Ukraine).

ENVIRONMENT, SOCIAL RESPONSIBILITY AND CORPORATE GOVERNANCE (ESG)

Apator Group's production companies strive to efficiently manage resources, raw materials and utilities
and to minimize the negative impact of their operations on the environment. Apator uses and implements
new technologies and processes optimized in terms of the consumption of raw materials and utilities, as
well as the amount of pollution and waste. On the other hand, Apator is a provider of modern solutions in
the field of media measurement (electricity, gas, water and heat), which ultimately is to help in their
optimal management.

CSR in apator Group is treated as an element supporting business strategy, includes long-term activities
and programs, and its aim is to create new business opportunities, new markets and strengthen the
competitive position. Apator organizes training for employees (in 2020, training programs were partially
suspended due to the pandemic), engages in the promotion of health and physical activity, actively
cooperates with secondary schools (HR) and universities (HR, R&D).

Apator SA, as a company coordinating the activities of the capital group and listed on the WSE,
undertook to comply with the principles of corporate governance, which are included in the collection
"Best Practices of WSE Listed Companies 2016". Apator applies all the detailed rules of the
abovementioned Good Practices.
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CHANGE IN FORECASTS OF FINANCIAL RESULTS

2022F 2022F 2023F 2023F 2024F 2024F
PLNm 2019 2020 2021 change change change
new old new old new old
Revenues 8776 9349 940.11035.0 974.0 6% | 1120.0 1028.7 9% | 1182.0 1075.8 10%
electricity 378.1 444.3 375.2 400.0 375.0 7% 420.0 393.6 7% 462.0 401.5 15%
gas 243.5 251.0 269.7 285.0 285.5 0% 300.0 302.3 -1% 280.0 308.4 -9%
water & heat 256.8 239.6 295.4 350.0 313.5 12% 400.0 332.7 20% 440.0 365.9 20%
Gross profit from sales 237.8 2389 2141 218.0 209.2 4% 249.6 229.2 9% 270.2 242.6 11%
EBITDA 126.0 131.1 150.0 88.5 101.1 -12% 128.4 119.1 8% 142.3 129.4 10%
electricity 48.3 60.8 28.7 29.4 14.5 102% 40.8 26.1 56% 48.7 28.5 71%
gas 43.7 38.0 38.2 13.2 37.6 -65% 30.5 40.2 -24% 28.1 40.6 -31%
water & heat 38.3 36.5 87.4 50.2 52.9 -5% 61.4 56.8 8% 69.8 64.3 9%
EBITDA adj. 126.0 1311 1159 994 1011 2% | 1284 1191 8% | 1423 1294 10%
Depreciation 49.6 52.5 55.8 55.8 59.7 -7% 60.9 63.6 -4% 65.4 66.6 2%
EBIT 76.4 78.6 94.2 32.7 41.4 -21% 67.5 55.5 22% 76.9 62.8 22%
Financial income and costs -2.5 3.3 -9.6 -22.9 -4.1 461% -20.6 -3.7 455% -13.2 -3.1 321%
Net profit 53.4 60.2 61.2 2.2 24.6 -91% 32.2 36.3 -11% 45.6 42.7 7%
Net profit adj. 53.4 60.2 33.6 13.1 24.6 -47% 32.2 36.3 -11% 45.6 42.7 7%
CAPEX & aquisitions 59.4 75.9 66.4 70.4 60.0 17% 76.2 50.4 51% 76.8 54.4 41%
Net debt 150.4 132.2 202.7 240.7 188.6 28% 203.2 156.2 30% 143.4 105.0 37%
P/E 8.2 7.3 13.0 33.1 17.8 13.5 12.1 9.5 10.3
EV/EBITDA 4.7 4.3 5.5 6.8 6.2 5.0 5.0 4.1 4.2

Source: Apator, F - Noble Securities forecast
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Profit and loss account (PLNm) 2019 2020 2021 2022F 2023F 2024F
Revenues from sales 878 935 940 1035 1120 1182
Gross profit from sales 238 239 214 218 250 270
SG&A costs 40 32 37 42 46 48
Net profit from sales 123 126 129 133 137 145
Other operating revenues and expenses 2 -2 45 -11 0 0
EBIT 76 79 94 33 68 77
Financial income and costs -3 3 -10 -23 221 -13
Profit before tax 74 82 85 10 47 64
Income tax 19 20 22 6 13 17
Reported net profit 53 60 61 2 32 46
Recurring net profit 53 60 34 13 32 46
Depreciation and amortization 50 53 56 56 61 65
EBITDA 126 131 116 99 128 142
Source: Apator, F - Noble Securities forecast

Balance Sheet (PLNm) 2019 2020 2021 2022F 2023F 2024F
Assets 888 875 997 1016 1021 1004
Non-current assets 435 456 498 502 522 537
Tangible and Intangible assets 266 291 333 357 381 402
Subsidiaries goodwill 124 126 126 126 126 126
Other long-term assets 45 40 39 19 15 9
Current Assets 404 377 463 488 482 459
Inventories 152 155 238 255 230 194
Trade receivables 182 164 181 198 215 227
Cash and cash equivalents 65 53 38 28 31 32
Other current assets 5 4 6 6 6 6
Liabilities 888 875 996 1016 1021 1004
Equity 493 517 550 536 568 603
Long-term liabilities 58 47 72 63 55 52
Loans, borrowings and other financial liabilities 16 4 38 38 38 38
Other 42 42 34 25 16 14
Current liabilities 337 311 374 417 399 349
Loans, borrowings and other financial liabilities 139 125 173 211 184 135
Accounts payable 87 74 94 99 107 113
Other 111 112 107 107 107 101

Source: Apator, F - Noble Securities forecast
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Cash Flow Statement (PLNm) 2019 2020 2021 2022F 2023F 2024F
Gross profit 74 82 85 10 47 64
Depreciation and amortization 50 53 56 56 61 65
Change in working capital -17 1 83 30 -17 -30
Tax paid -17 -16 -19 2 -5 -9
CF from current operations 121 125 30 38 120 150
CAPEX -59 -73 -59 -70 -76 =77
Capital investments 0 -3 -7 0 0 0
Divestments and other 1 2 3 4 5 6
CF from investing activities -52 -60 -66 -70 -76 =77
Increase of share capital -3 0 -1 0 0 0
Change in financial liabilities -8 -23 78 29 -35 -58
Dividends and other payments due to equity holders -40 -33 -22 -17 0 -11
CF from financial activities -64 =70 44 12 -35 -69
CF for the period 5 -5 8 -20 8 5
Cash at the beginning of the period 29 34 29 37 17 25
Cash at the end of the period 34 29 37 17 25 30
Source: Apator, F - Noble Securities forecast

Selected indicators 2019 2020 2021 2022F 2023F 2024F
EBITDA margin 14.4% 14.0% 12.3% 9.6% 11.5% 12.0%
EBIT margin 8.7% 8.4% 6.4% 4.2% 6.0% 6.5%
Net profit margin 6.1% 6.4% 3.6% 1.3% 2.9% 3.9%
Net debt 150 132 203 241 203 143
Net debt /EBITDA 1.2 1.0 1.7 2.4 1.6 1.0
Number of shares issued 329 32.8 32.8 32.6 32.6 32.6
Dividend per share 1.10 1.20 0.50 0.00 0.33 0.46
P/BV 0.9 0.9 0.8 0.8 0.8 0.7
Source: Apator, F - Noble Securities forecast

Annual growth rates 2019 2020 2021 2022F 2023F 2024F
Revenues 6% 7% 1% 10% 8% 6%
EBITDA -5% 4% -12% -14% 29% 11%
EBIT -16% 3% -23% -27% 55% 14%
Net profit 21% 13% -44% -61% 145% 42%

Source: Apator, F - Noble Securities forecast
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Our fears that Aplisens, due to its high involvement in eastern markets, would
experience the effects of the war in Ukraine the most among I&C companies did not
come true. The company coped very well in the new reality, and the passing year
promises to be the best in the entire history of the company. Although we forecast a
slight deterioration in results next year, further diversification of sales directions
and still strong balance sheet give hope to go "dry foot" through economic
turmoil and maintain transfers to shareholders. We raised the value of shares to
18,3 PLN, which gives a 27% growth potential.

Historical performance records in 2022

Aplisens coped exceptionally well with geopolitical turmoil and local handicaps,
achieving large increases in both sales and profits. Although the company's
Management Board is cooling expectations for the next quarters, we believe that the
possible deterioration of results will not be deep and from 2024 onwards. Aplisens
will return to the growth path. We have high hopes for expansion into new markets,
including primarily entering the USA.

A strong balance sheet means business security in difficult times

The lack of debt and financing development only with own funds is Aplisesna's
calling card. We believe that our cash surpluses guarantee liquidity security even in
the face of a downturn and declining revenues.

Maintaining the policy of transferring profits to shareholders

We assume that transfers to shareholders will be maintained despite the projected
decline in profits. We expect an increase in the dividend in 2023, which will
compensate for the lack of buyback next year.

Risks to our valuation and recommendations

Among the main risks we see for our forecasts is a decline in revenues in the country
and from exports to the CIS markets, which could not be compensated by growth in

NOBLE

SECURITIES

Current price PLN 14,4
Valuation PLN 18,3
Upside/downside 27%
Market cap. PLNm 171
Free float 25%
Avg. Vol. 6M 364
COMPANY PROFILE

Manufacturer of devices for measuring

pressure, level and temperature of

liquids and gases. Export accounts for

over 50% of revenues.

SHAREHOLDERS

.. . L ~ Adam Zurawski 22.2%
other markets. In addition, a further escalation of the conflict in the East may result in
asset write-offs. Another risk is an increase in production costs, permanently reducing Mirostaw Dawidonis 12.9%
margins. A big challenge is to expand into the difficult US market, where entry costs Janusz Szewczyk 10.4%
are high and competition is very high.
Mirostaw Karczmarczyk 9.9%
We estimated the value of Aplisens' shares on the basis of valuation using the
. . . Dorota Zubkow 7.2%
following methods: DCF (PLN 16.1) and comparative (PLN 20.4), which after
weighing the above valuations allowed us to determine the present value at AndrzejKobiatka 5.5%
PLN 18.3. Own shares 7.2%
PLNm 2019 2020 2021  2022F  2023F  2024F  Others 24.8%
Revenues 118.5 108.0 121.4 143.5 1384 148.3 Source: Aplisens, Noble Securities
EBITDA 25.1 25.0 28.9 372 315 33.9
Net profit 14.1 12.6 17.2 23.4 18.4 18.7
EPS 1.12 1.06 1.45 2.03 1.69 1.72
DPS 0.25 045 060 098 085 085 MichatSztabler
P/E (x) 12,9 13.6 9.9 7.1 8.5 g4 Equity Analyst
EV/EBITDA (x) 6.8 57 4.9 38 4.0 3.6 michal.sztabler@noblesecurities.pl

Source: Aplisens, F - Noble Securities, earnings adjusted for on-offs

The preparation of report was finalized on 6/12/2022 at 16:30 p.m. The first publication took place on 6/12/2022 at
16:45 p.m.

+48 667 852 196
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VALUATION

We calculated the value of one share of Aplisens SA as an average of the comparative valuation (we took
into account the indicators for the forecast period 202 2-24) and DCF. On this basis, we set the current
value of the shares at PLN 18.3. Foreign companies are valued at a large premium to Aplisens, which is
a permanent trend (in large part these are global companies — geographical diversification, often operating
in many segments — product diversification) and therefore have been excluded from valuation and given
only for illustrative purposes. The increase in valuation compared to our previous report of June 2022
results from both the update of forecasts and changes in the parameters of the DCF model and indicators
for the comparison group. We believe that in 202-3 investors will be more interested in companies with
high intrinsic value, a safe financial situation and a stable dividend policy.

In the table below we present a summary of the valuation:

Valuation summary Weight Per share (PLN) Previous (PLN) Change
DCF 50% 16.1 15.3 5%
Peers (domestic) 50% 20.4 16.7 22%
Peers (foreign) 0% 46.4 32.1 45%
Average valuation 18.3 16.0 14%
Current price 14.4

Upside/downside 27%

Source: Noble Securities
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DCF VALUATION

Assumptions for the model:

e  We rely on our own forecasts of consolidated results provided in this report.

e The value of cash flows discounted as at the date of publication of the report.

e Netcash as at 31.12.2021 in the amount of PLN 29 million.

e Effective tax rate of 13% in 2022-2023 (tax credit), then 19%.

e Long-term growth rate after the forecast period of 0% (unchanged).

e Share of equity in the financing of assets 100% (conservative financial policy of the board).

e Risk-free rate of 7.0% (previously 6.7%), risk premium of 7.2% (previously 5.1%), beta rate of 1.0%
(unchanged).

DCF VALUATION AND SENSITIVITY ANALYSIS

DCF 2022F 2023F 2024F 2025F 2026F 2027F 2028F 2029F 2030F 2031F
Revenues 144 138 148 161 165 170 174 178 183 187
NOPAT 26 20 20 23 24 24 24 25 26 27
Depreciation and amortization 8 9 9 9 10 7 7 7 7 8
Change in WC -10 2 -4 -6 -2 -2 -2 -2 -2 -3
CAPEX -10 -13 -8 -9 -9 -9 -9 -9 -9 -9
FCFF 14 18 16 17 23 21 21 21 22 22
WACC 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2%
Discount factor 0.99 0.87 0.76 0.67 0.58 0.51 0.45 0.39 0.34 0.30
DFCFF 13.6 15.5 12.5 11.5 13.2 10.7 9.3 8.2 7.4 6.7
Sum of DFCFF to 2031 109

Growth rate (g) 0%

Residual value 2031 170 Sensitivity analysis

Discounted Residual value 51 Growth rate (g)

Enterprise Value (EV) 160 -2% -1% 0% 1% 2%
Net debt 31/12/2021 -29 WACC - 1,0% 16.4 16.8 17.2 17.7 18.2
Minorities 3 WACC-0,5% 16.0 16.3 16.6 17.1 17.6
Equity value 186 WACC 15.5 15.8 16.1 16.5 17.0
Shares (ths.) 11.5 WACC +0,5% 15.1 15.4 15.7 16.0 16.4
Equity Value per share 16.1 WACC +1,0% 14.7 14.9 15.2 15.5 15.9

Source: Noble Securities

Below we present the calculation of the cost of equity and WACC:

WACC 2022F 2023F 2024F 2025F 2026F 2027F 2028F 2029F 2030F 2031F
Risk free rate 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0%
Market risk premium 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2%
Beta 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Cost of equity 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2%
Effective tax rate 11.5% 8.9% 12.5% 13.0% 19.0% 19.0% 19.0% 19.0% 19.0% 19.0%
Cost of debt 7.89% 7.89% 7.89% 7.89% 7.89% 7.89% 7.89% 7.89% 7.89% 7.89%
Cost of debt after tax bracket 6.98% 7.19% 6.90% 6.86% 6.39% 6.39% 6.39% 6.39% 6.39% 6.39%
Net debt/EV 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WACC 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2%

Source: Noble Securities
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PEERS VALUATION

647 547

251383 18.6 232 203 14.3 17.6 16.8
21 642 36.8 22.8 19.6 12.4 9.9 8.6
10 872 107.1 343 18.7 35.8 19.4 11.7
10 830 29.8 25.8 n/a 15.9 13.9 n/a
14916 50.0 44.7 41.9 28.0 259 24.5

7113 29.0 25.1 225 16.9 15.9 14.8
1592 12.2 11.0 8.5 6.5 6.2 5.8
29.4 24.3 20.3 16.4 16.2 14.8
11.9 9.9 7.1 5.7 4.9 3.8
-60% -59% -65% -65% -70% -74%
59.7 41.0 34.8 553 49.6 49.1

46.4

Source: Bloomberg, Noble Securities, data on 6.12.2022 at 13:06
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3Q2022 RESULTS: Record Levels

We assess the results of Q3 2022 as very good (revenue growth in all markets, very high margin), despite
the perturbations caused by the war in U. The company skillfully took advantage of the favorable
conditions offered to exporters by the high exchange rate of EUR and USD. In addition, a constant
increase in sales allows you to achieve economies of scale and improve efficiency. Aplisens quickly
adapted to inflationary conditions by updating price lists on an ongoing basis. Stocks of materials
purchased at lower prices were also used for production, which further increased the profitability of sales.

Revenues increased by as much as 31% y/y, which was 3. The highest result in the company's several-
year stock exchange history. Thus, we managed to maintain the positive trend from the first and second
quarters, with a higher margin than last year. The remaining operating balance and the financial balance
did not have a material impact on the final result. Operating CF was positive, but clearly lower than a
year ago (further increase in working capital requirements). CAPEX increased to PLN 3.4 million,
cumulatively approx. PLN 7.5 million (approx. 90% of the plan for 2022). S cash situation remains ultra-
safe (PLN 18 million of net cash). In the third quarter, there was a significant decrease in the level of
free cash (Aplisens has practically no interest debt), which was a consequence of the transfer of funds to
shareholders: approx. PLN 7 million dividend and PLN 12 million buyback.

Selected financial data (PLNm) - consolid. 3Q21 4Q21 1Q22 2Q22 3Q22 y/y LTM y/y %NS forecast
Revenues from sales 32.16 31.80 29.95 35.79 41.99 30.6% 139.52 14.9% 75%
Gross profit from sales 11.82 10.65 11.89 14.40 16.72 41.5% 53.67 22.6% 77%
margin 37% 34% 40% 40% 40% 38%
SG&A costs 5.75 6.39 5.83 637 6.90 20.0% 25.48 15.3% 72%
% sales 18% 20% 19% 18% 16% 18%
Other operating revenues and expenses 0.02 -0.13 -0.02 -0.10 0.04 -0.21
EBIT 6.09 4.14 6.04 7.94 9.86 61.9% 27.98 29.4%, 81%
margin 19% 13% 20% 22% 23% 20%
EBITDA 7.92 5.92 7.82 9.77 11.69 47.6% 35.19 21.8% 79%
margin 25% 19% 26% 27% 28% 25%
Depreciation and amortization 1.83 1.78 1.78 1.83 1.82 -0.3% 7.22 -1.0% 69%
Financial income and costs 0.19 -0.41 -0.29 -0.52 0.31 -0.91
Reported net profit 4.93 3.16 4.72 6.07 8.14 65.3% 22.10 28.4% 81%
margin 15% 10% 16% 17% 19% 16%
Repeatable net profit 4.93 3.16 4.72 6.07 8.14 65.3% 22.10 28.4% 81%
margin 15% 10% 16% 17% 19% 16%
Net debt -35.18 .28.73 -29.53 -33.74 1772 -49.6% 33.74 01% 74%
Oper. CF 8.04 4.7 1.4 7.3 6.17 -23.3% 19.63 -6.1% 64%
CAPEX 131 16 15 27 341 159.1% 9.20 58.6% 75%
P/E 9.6 10.0 9.5 9.1 7.6 7.6
EV/EBITDA 4.7 4.9 4.7 4.4 4.2 4.2

Source: Aplisens, F - Noble Securities forecast

ENVIRONMENT, SOCIAL RESPONSIBILITY AND CORPORATE GOVERNANCE (ESG

In the area of their activity, companies from the Aplisens Capital Group do not conduct activities that
threaten the natural environment. The production of equipment is not associated with dangerous
technologies or raw materials.

In a small area subject to environmental protection regulations, Aplisens SA and its subsidiaries comply
with local regulations in this area. As part of the "green investments", the company uses the panel and
photovoltaic installed at the plants in Warsaw and Radom and plans further investments. Aplisens is not
very active in the sphere of pro-social activities. The company does not conduct sponsorship, charity or
other activities of a similar nature.
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CHANGE IN FORECASTS OF FINANCIAL RESULTS

2022F  2022F 2023F  2023F 2024F  2024F
PLNm 2019 2020 2021 change change change
new old new old new old
Revenues 118.5 108.0 1214 143.5 114.0 26% 138.4 114.7 21% 148.3 129.0 15%
domestic market 41.0 39.2 43.0 494 46.1 7% 49.9 50.2 -1% 51.4 52.5 2%
CIS market 444 38.5 37.6 45.1 194 132% 36.1 10.6 239% 37.9 134 183%
UE market 26.4 23.9 31.5 37.8 37.6 1% 38.9 40.8 -5% 42.8 47.5 -10%
other markets 6.7 6.4 9.4 11.2 10.9 4% 13.5 13.0 4% 16.2 15.6 4%
Gross profit from sales 38.5 354 43.8 55.7 39.3 42% 48.6 39.5 23% 52.0 44.4 17%
margin 32% 33% 36% 39% 34% 35% 34% 35% 34%
EBITDA 25.1 25.0 28.9 37.2 26.1 42% 31.5 27.3 15% 339 304 11%
EBITDA adj. 25.1 25.0 28.9 37.2 26.1 42% 31.5 27.3 15% 33.9 30.4 11%
margin 21% 23% 24% 26% 23% 23% 24% 23% 24%
Depreciation 7.7 7.7 7.3 7.9 7.8 2% 8.7 8.7 0% 9.2 9.1 1%
EBIT 17.4 17.4 21.6 29.3 18.4 60% 22.8 18.6 22% 24.7 21.3 16%
Financial income and costs 0.1 0.1 -0.3 -0.5 0.3 273%: 0.2 0.3 -24% 0.3 0.4 -22%
Nert profit 14.1 14.5 17.2 234 159 47% 18.4 16.0 15% 18.7 16.7 12%
Net profit adj. 14.1 12.6 17.2 234 159 47% 18.4 16.0 15% 18.7 16.7 12%
margin 12% 12% 14% 16% 14% 13% 14% 13% 13%
CAPEX & aquisitions 9.8 6.6 6.2 10.2 8.2 24% 13.0 14.5 -10% 8.2 7.5 10%
Dividend & buyback 14.3 5.0 11.9 15.0 15.1 -1% 11.3 4.6 146% 9.3 52 78%
Net debt -11.5 -27.6 -28.7 -23.9 -31.3 -24% -29.8 -38.3 -22% -36.4 -48.1 -24%
P/E 12.9 13.6 9.9 7.1 10.8 8.5 10.7 8.4 10.2
EV/EBITDA 6.8 5.7 49 3.8 53 4.0 4.9 3.6 4.0

Source: Aplisens, F - prognozy Noble Securities
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Profit and loss account (PLNm) 2019 2020 2021 2022F 2023F 2024F
Revenues from sales 118.5 108.0 121.4 143.5 138.4 148.3
Gross profit from sales 38.5 354 43.8 55.7 48.6 52.0
SG&A costs 32 2.8 35 4.5 3.7 39
Net profit from sales 17.3 17.5 18.7 22.1 22.1 234
Other operating revenues and expenses -0.6 23 -0.1 -0.1 0.0 0.0
EBIT 17.4 17.4 21.6 29.3 22.8 24.7
Financial income and costs 0.1 0.1 -0.3 -0.5 0.2 0.3
Profit before tax 17.5 17.5 21.3 28.9 23.0 25.0
Income tax 2.7 2.6 33 4.7 39 55
Reported net profit 14.1 14.5 17.2 234 18.4 18.7
Recurring net profit 14.1 12.6 17.2 234 18.4 18.7
Depreciation and amortization 7.7 7.7 7.3 7.9 8.7 9.2
EBITDA 25.1 25.0 28.9 37.2 31.5 33.9
Source: Aplisens, F - Noble Securities, earnings adjusted for on-offs

Balance Sheet (PLNm) 2019 2020 2021 2022F 2023F 2024F
Assets 175.4 182.7 192.6 198.9 205.2 216.0
Non-current assets 106.2 102.3 100.3 100.2 103.3 102.4
Tangible and Intangible assets 96.2 93.1 92.0 94.3 98.7 97.7
Subsidiaries goodwill 29 29 29 29 29 29
Other long-term assets 7.1 6.3 54 3.0 1.8 1.8
Current Assets 69.3 80.4 92.3 98.6 101.9 113.6
Inventories 36.9 38.8 43.2 51.1 49.3 52.8
Trade receivables 20.6 13.9 20.4 23.6 22.7 24.4
Cash and cash equivalents 11.5 27.6 28.8 239 29.8 36.4
Other current assets 0.2 0.0 0.0 0.0 0.0 0.0
Liabilities 175.4 182.7 189.0 198.9 205.2 216.0
Equity 160.8 170.4 175.7 184.0 190.7 200.8
Long-term liabilities 0.0 0.0 0.0 0.0 0.0 0.0
Loans, borrowings and other financial liabilities 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
Current liabilities 9.7 7.3 8.3 9.8 9.5 10.2
Loans, borrowings and other financial liabilities 0.1 0.0 0.0 0.0 0.0 0.0
Accounts payable 7.7 5.6 6.3 7.4 72 7.7
Other 2.0 1.6 2.0 2.4 23 2.5

Source: Aplisens, F - Noble Securities, earnings adjusted for on-offs
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Cash Flow Statement (PLNm) 2019 2020 2021 2022F 2023F 2024F
Gross profit 17.5 17.5 213 28.9 23.0 25.0
Depreciation and amortization 7.7 7.7 7.3 7.9 8.7 9.2
Change in working capital 0.4 23 -9.7 -9.6 23 -4.5
Tax paid 2.2 -1.6 -1.5 -2.9 -2.6 -5.5
CF from current operations 26.3 25.3 20.9 23.4 30.6 23.5
CAPEX -8.8 -6.6 -6.2 -10.2 -13.0 -8.2
Capital investments -0.9 0.0 0.0 0.0 0.0 0.0
Divestments and other 0.0 0.0 -3.6 2.7 -6.2 -6.0
CF from investing activities -12.2 -19.1 -9.8 -7.5 -19.2 -14.3
Increase of share capital -9.9 -2.0 -6.6 -8.1 -0.4 0.6
Change in financial liabilities -1.1 0.0 0.0 0.0 0.0 0.0
Dividends and other payments due to equity holders -15.4 -5.9 -14.5 -18.8 -15.2 -12.5
CF from financial activities -14.5 -2.8 -12.0 -15.0 -11.7 -8.6
CF for the period -0.4 35 -0.9 0.9 -0.3 0.5
Cash at the beginning of the period 9.4 9.0 12.4 11.5 12.4 12.2
Cash at the end of the period 9.0 12.4 11.5 12.4 12.2 12.7
Source: Aplisens, F - Noble Securities, earnings adjusted for on-offs
Selected indicators 2019 2020 2021 2022F 2023F 2024F
EBITDA margin 21.2% 23.2% 23.8% 25.9% 22.8% 22.9%
EBIT margin 14.7% 16.1% 17.8% 20.4% 16.5% 16.6%
Net profit margin 12.4% 13.8% 14.8% 16.8% 13.9% 13.2%
0.0 0.0 0.0 0.0 0.0 0.0
Net debt -11.5 -27.6 -28.7 -23.9 -29.8 -36.4
Net debt /EBITDA -0.5 -1.1 -1.0 -0.6 -0.9 -1.1
Number of shares issued 12.6 11.9 11.9 11.5 10.9 10.9
Dividend per share 0.3 0.4 0.6 1.0 0.8 0.9
P/BV 1.1 1.0 1.0 0.9 0.8 0.8
Source: Aplisens, F - Noble Securities, earnings adjusted for on-offs
Annual growth rates 2019 2020 2021 2022F 2023F 2024F
Revenues 12% -9% 12% 18% -4% 7%
EBITDA 2% 0% 15% 29% -15% 8%
EBIT 0% 0% 24% 36% -22% 8%
Net profit 2% -11% 37% 36% 21% 2%

Source: Aplisens, F - Noble Securities, earnings adjusted for on-offs
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Sonel has handled the problems resulting from the increase in production costs
and the availability of components quite well. The challenge remains the
profitable execution of contracts for the supply of meters (especially with
dynamically growing sales in this segment). Sonel's strong side remains a safe
balance sheet (net cash), high core business margins and stable operating flows.
In our opinion the company is well prepared for more difficult times. We
maintained the valuation of shares at approx. PLN 10, similar to the current
price.

Sales of meters drive revenue growth, but also generate a decrease in margins
Entering the electricity meter supply market resulted in a jump in Sonel's revenues.
We expect further sales growth in this segment in 2023, although company will still
face the challenges associated with the implementation of long-term contracts with a
demanding client in a very unstable environment, and consequently a low margin.

Rising costs and pressure on margins

We forecast a decrease in margins on products (measures) resulting from an increase
in production costs (components, energy, wages), which will not be quickly translated
into price increases.

Higher CAPEX and working capital, lower dividend

The coming years will be a period of increased investment expenditures (in an
increasing part allocated in the costs of the period) resulting from a comprehensive
modification of the product portfolio. Higher revenues generate the need for working
capital. With a conservative approach to asset financing, this will have a negative
impact on the amount of dividend paid. We expect a return to higher payouts
from 2024.

Risks to our valuation and recommendations

Among the main risk factors we see for our forecasts is the inhibition of the sales
growth trend while maintaining high expenditures on R&D, which will negatively
affect the ability to generate free cash flow and dividend payment. At the operational
level, the threat is the interruption of production continuity due to the lack of
components, especially in the area of meter supply, where there are high financial
penalties. Exchange rate volatility hits the profitability of the meter business.

We estimated the value of Sonel's shares on the basis of valuation using the
following methods: DCF (PLN 9.7) and comparative (PLN 10.6), which, after
weighing the above valuations, allowed us to determine the present value at
PLN 10.2.

PLNm 2019 2020 2021 2022F 2023F 2024F
Revenues 109.0 116.1 158.1 175.8 221.2 154.8
EBITDA 17.4 21.6 232 223 26.5 26.4
Net profit 9.5 13.4 14.7 14.8 13.7 15.0
EPS 0.68 0.96 1.05 1.06 0.98 1.07
DPS 0.40 1.00 0.50 0.50 0.84 0.98
P/E (x) 143 10.1 92 92 9.9 9.0
EV/EBITDA (x) 7.4 52 53 5.6 5.0 43

Source: Sonel, Noble Securities, earnings adjusted for on-offs

The preparation of report was finalized on 6/12/2022 at 16:30 p.m. The first publication took place on 6/12/2022 at
16:45 p.m.

NOBLE
SECURITIES

Current price PLN 9,7
Valuation PLN 10,2
Upside/downside 5%
Market cap. PLNm 136
Free float 34%
Avg. Vol. 6oM 657
COMPANY PROFILE

Manufacturer of measuring instruments for
electricity and telecommunications.

SHAREHOLDERS

Krzysztof Wieczorkowski 22.5%
Krzysztof Folta 21.1%
Aviva OFE 10.0%
Mirostaw Nowakowski 8.3%
Jan Walulik 6.9%
Tadeusz Sotkiewicz 7.1%
Others 24.1%

Source: Sonel, Noble Securities

Michal Sztabler
Equity Analyst
michal.sztabler@noblesecurities.pl

+48 667 852 196
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VALUATION

We calculated the value of one share of Sonel SA as an average of the comparative valuation (we took
into account indicators for the forecast period 202 2-24) and DCF. On this basis, we set the current
value of the shares at PLN 10.2.

Foreign companies are valued at a large premium to Sonel, which is a permanent trend (in large part these
are global companies — geographical diversification, often operating in many segments — product
diversification) and therefore have been excluded from the valuation and given only for illustrative
purposes. On the other hand, domestic companies give lower indications.

The decrease in valuation results mainly from the change in the parameters of the DCF model, the change
in forecasts had a positive impact on the valuation.

In the table below we present a summary of the valuation:

Valuation summary Weight Per share (PLN)  Previous (PLN) Change
DCF 50% 9.7 10.3 -5%
Peers (domestic) 50% 10.6 10.0 6%
Peers (foreign) 0% 24.1 19.5 23%
Average valuation 10.2 10.2 0%
Current price 9.7

Upside/downside 5%

Source: Noble Securities

NOBLE SECURITIES EQUITY RESEARCH REPORT 28



Exchange’s Analytical Coverage Support Programme 6th DECEMBER 2022

DCF VALUATION

Assumptions for the model:

e  We rely on our own forecasts of consolidated results presented in this report.
e The value of cash flows discounted as at the date of publication of the report.
e Netcash as at 31.12.2021 in the amount of PLN 12 million

e Lower effective tax rate in 2022-26 (tax credit), then 19%,

e Long-term growth rate after the forecast period of 0%,

e  Share of equity in asset financing 100% (conservative financial policy),

e Risk-free rate of 7.0% (previously 6.7%), risk premium of 7.2% (previously 5.1%), beta rate of 1.0%
(unchanged).

DCF VALUATION AND SENSITIVITY ANALYSIS

DCF 2022F 2023F 2024F 2025F 2026F 2027F 2028F 2029F 2030F 2031F
Revenues 176 221 155 155 158 162 166 170 174 178
NOPAT 14 16 16 17 18 17 21 22 23 23
Depreciation and amortization 8 8 9 9 10 10 6 6 6 7
Change in WC -7 -12 18 0 -1 -1 -1 -1 -1 -1
CAPEX -12 -10 -11 -11 -11 -11 -12 -12 -12 -13
FCFF 4 2 32 16 16 15 15 15 16 17
WACC 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2%
Discount factor 0.99 0.87 0.76 0.67 0.58 0.51 0.45 0.39 0.34 0.30
DFCFF 4.2 1.7 24.6 10.7 9.2 7.5 6.5 5.9 5.5 5.0
Sum of DFCFF to 2031 81

Growth rate (g) 0%

Residual value 2031 156 Sensitivity analysis

Discounted Residual value 47 Growth rate (g)

Enterprise Value (EV) 127 -2% -1% 0% 1% 2%
Net debt 31/12/2021 -12 WACC - 1,0% 9.9 10.2 10.5 10.9 11.3
Minorities 3 WACC - 0,5% 9.6 9.8 10.1 10.4 10.8
Equity value 136 WACC 9.3 9.5 9.7 10.0 10.4
Shares (ths.) 14.0 WACC + 0,5% 9.0 9.2 9.4 9.7 10.0
Equity Value per share 9.7 WACC +1,0% 8.7 8.9 9.1 9.3 9.6

Source: Noble Securities

Below we present the calculation of the cost of equity and WACC:

WACC 2022F 2023F 2024F 2025F 2026F 2027F 2028F 2029F 2030F 2031F
Risk free rate 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0%
Market risk premium 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2% 7.2%
Beta 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Cost of equity 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2%
Effective tax rate 0.6% 10.1% 9.3% 10.6% 10.7% 19.0% 19.0% 19.0% 19.0% 19.0%
Cost of debt 9.00% 9.00% 9.00% 9.00% 9.00% 9.00% 9.00% 9.00% 9.00% 9.00%
Cost of debt after tax bracket 8.95% 8.10% 8.17% 8.05% 8.04% 7.29% 7.29% 7.29% 7.29% 7.29%
Net debt/EV 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WACC 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2% 14.2%

Source: Noble Securities
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PEERS VALUATION

Market P/E (x) EV/EBITDA (x)
Peers valuation - domestic (I&C) cap.

(PLNm) 2022F 2023F 2024F 2022F 2023F 2024F
Apator 489 33.1 13.5 9.5 6.8 5.0 4.1
Aplisens 166 7.1 8.5 8.4 3.8 4.0 3.6
Median 20.1 11.0 9.0 5.3 4.5 38
Sonel’s implied fair value 21.1 11.6 8.8 9.6 7.9 7.4
Weight 10% 20% 20% 10% 20% 20%
Sonel’s implied fair value 10.6
Peers valuation - foreign (I&C) Mci;rli(.et ) DR )

(PLNm) 2022F 2023F 2024F 2022F 2023F 2024F
Honeywell 647 547 24.6 234 21.1 17.7 16.5 154
Schneider Electric 370 757 19.4 18.3 16.6 13.8 13.2 12.3
Emerson 251383 18.6 232 20.3 14.3 17.6 16.8
Fortive 106 246 21.5 20.0 18.1 18.0 16.7 154
Yokogawa 21 642 36.8 22.8 19.6 12.4 9.9 8.6
Itron 10 872 107.1 343 18.7 35.8 19.4 11.7
Badger Meter 14916 50.0 44.7 41.9 28.0 259 24.5
ESCO 10 830 29.8 25.8 n/a 159 13.9 n/a
Vaisala Oyj 7113 29.0 25.1 22.5 16.9 15.9 14.8
Phoenix Mecano 1592 12.2 11.0 8.5 6.5 6.2 5.8
Nedap 1745 17.8 159 13.6 10.7 9.8 9.1
Schaffner 867 17.2 17.9 13.3 7.2 6.7 6.2
Median 23.1 23.0 18.7 15.1 14.9 12.3
Sonel’s implied fair value 242 243 18.3 25.9 24.4 235
Weight 10% 20% 20% 10% 20% 20%
Sonel’s implied fair value 24.1

Source: Bloomberg, Noble Securities, data on 6.12.2022 at 13:06
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3Q2022 RESULTS: Levels defended, a clear drop in cash

In 3Q2022, Sonel achieved results similar to the second quarter of this year and similar y/y. Revenue
growth in the most profitable meter business failed to compensate for margin losses in the less profitable
segments of assembly services and meters. Rising costs and lower sales had a negative impact on
Foxytech's results (deepening the loss in Q3/22).

Sonela's CAPEX still remains relatively small (approx. PLN 1.5 million in the third quarter), given the
company's development plans. We conclude that an increasing part of expenses (especially in the R&D
area) is settled by Sonel on an ongoing basis, allocating them to the costs of the current period.

We note a large decrease in short-term liabilities. Part of this decrease (PLN 7 million) is due to the
derecognition of the dividend paid in the third quarter. Probably also a significant part of the repaid
liabilities of Foxytech for the Chinese supply of meters. In Sonel SA itself (excluding dividends), short-
term liabilities even increased slightly. Short-term assets (inventories, receivables) remained at similar
quarter-on-quarter levels.

Sonel still has a cash surplus, but its level clearly decreased at the end of September this year. In addition,
a short-term loan appeared (approx. PLN 5 million).

Selected financial data (PLNm) 3Q21 4Q21 1Q22 2Q22 3Q22 y/y 2021 2022F y/y % NS forcast
Revenues from sales 389 61.4 46.4 43.2 394 1% 158.1 175.8 11% 73%
Gross profit from sales 9.6 12.5 9.8 9.9 9.6 0% 39.1 39.4 1% 74%
margin 25% 20% 21% 23% 24% 25% 22%

SG&A costs 5.9 6.8 5.8 6.7 6.4 10% 223 26.1 17% 73%
% sales 15% 11% 12% 16% 16% 14% 15%

Other operating revenues and expenses 0.1 -0.9 -0.5 0.6 0.5 -1.0 1.0

EBIT 3.8 4.8 3.5 3.8 3.7 -3% 15.8 14.3 -10% 77%
margin 10% 8% 8% 9% 9% 10% 8%

EBITDA 5.6 6.7 5.6 5.9 5.9 6% 23.2 22.3 4%, 78%
margin 14% 11% 12% 14% 15% 15% 13%

Depreciation and amortization 1.8 1.8 2.1 21 23 11% 74 8.0 9% 52%
Financial income and costs 0.2 0.0 -0.1 0.3 0.6 0.3 0.6

Reported net profit 31 5.3 3.3 34 3.5 13% 14.7 14.8 1% 70%
margin 8% 9% 7% 8% 9% 9% 8%

Oper. CF 46 8.0 2.4 7.0 26 nd 111 163 7% 41%
CAPEX 2.5 5.4 2.7 2.1 16 -35% 113 115 2% 56%
Net cash 9.8 11.6 11.6 15.2 35 -64% 116 9.5 18%

P/E 11.6 9.2 10.3 8.9 8.7 9.2 9.2

EV/EBITDA 6.1 5.3 5.6 5.1 5.5 5.3 5.6

Source: Sonel, F - Noble Securities forecast

ENVIRONMENT, SOCIAL RESPONSIBILITY AND CORPORATE GOVERNANCE (ESG)

Sonel is a company that fully uses its production potential, optimizes direct costs, while constantly
maintaining high quality, improving work safety and conducting activities for environmental protection.
Sonel actively participates in the life of the region, supporting various social initiatives (sports clubs,
Bach festival, "Logged in" program or "Stay with us" and many others), in addition, a cooperation
agreement was signed with the Complex of Construction and Electrical Schools in Swidnica, in which, in
cooperation with Sonel, a patronage class in the profession of Electronics Technician was created a few
years ago. Young people attending classes in this class undergo professional internships on the company's
premises, with a large involvement of the engineering staff. In addition, Sonel actively supports the
development of the school's teaching staff through cyclical trainings improving their qualifications in the
field of new technologies in the field of electronics, power engineering and electrical measurement.
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CHANGE IN FORECASTS OF FINANCIAL RESULTS

2022F 2022F 2023F 2023F 2024F 2024F
PLNm 2019 2020 2021 change change change
new old new old new old
Revenues 109.0 1161 1581 | 175.8 153.3 15% | 221.2 150.7 47% | 154.8 150.7 3%
measures 63.1 76.6 86.4 90.8 93.3 -3% 86.2 100.7 -14% 948  105.7 -10%
assembly services 35.6 334 30.0 45.0 30.0 50% 35.0 20.0 75% 30.0 15.0 100%
meters 10.4 6.2 41.7 40.0 30.0 33% | 100.0 30.0 233% 30.0 30.0 0%
Gross profit from sales 29.1 34.1 39.1 39.4 33.4 18% 40.5 37.1 9% 40.7 41.2 -1%
margin 27% 29% 25% 22% 22% 18% 25% 26% 27%
EBITDA 17.4 21.6 23.2 223 21.0 6% 26.5 25.4 5% 26.4 29.8 -11%
EBITDA adj. 17.4 21.6 23.2 22.3 21.0 6% 26.5 25.4 5% 26.4 29.8 -11%
margin 16% 19% 15% 13% 14% 12% 17% 17% 20%
Depreciation 6.6 6.8 7.4 8.0 7.9 2% 8.4 8.3 1% 8.7 9.1 -4%
EBIT 10.8 14.8 15.8 14.3 131 9% 18.1 17.0 6% 17.7 20.8 -15%
Financial income and costs -0.2 -0.4 0.3 0.6 0.5 12% 0.4 0.4 17% -0.1 0.5 1250/;
Net profit 9.5 134 14.7 14.8 11.5 28% 13.7 13.2 4% 15.0 16.3 -8%
Net profit adj. 9.5 13.4 14.7 14.8 11.5 28% 13.7 13.2 4% 15.0 16.3 -8%
margin 9% 12% 9% 8% 8% 6% 9% 10% 11%
CAPEX & aquisitions 10.4 9.0 11.3 11.5 15.7 -26% 10.3 15.7 -34% 10.6 10.6 0%
Dividend 7.0 5.6 14.0 7.0 7.0 0% 7.0 42 66% 11.8 11.7 1%
Net debt -6.8 -24.1 -11.8 -9.5 -8.2 16% -1.9 -10.5 -82% -21.4 -13.6 57%
P/E 14.3 10.1 9.2 9.2 11.7 9.9 10.3 9.0 8.3
EV/EBITDA 7.4 5.2 5.3 5.6 6.1 5.0 49 43 4.1

Source: Sonel, F - Noble Securities forecast
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Profit and loss account (PLNm) 2019 2020 2021 2022F 2023F 2024F
Revenues from sales 109.0 116.1 158.1 175.8 221.2 154.8
Gross profit from sales 29.1 34.1 39.1 394 40.5 40.7
SG&A costs 19.7 18.6 22.3 26.1 233 24.0
Net profit from sales 9.4 15.5 16.8 133 17.2 16.8
Other operating revenues and expenses 14 -0.7 -1.0 1.0 0.9 0.9
EBIT 10.8 14.8 15.8 14.3 18.1 17.7
Financial income and costs -0.2 -0.4 0.3 0.6 0.4 -0.1
Profit before tax 10.6 14.5 16.1 14.9 18.6 17.6
Income tax 1.1 1.1 -0.1 0.1 1.9 1.6
Reported net profit 9.5 134 14.7 14.8 13.7 15.0
Repeatable net profit 9.5 13.4 14.7 14.8 13.7 15.0
Depreciation and amortization 6.6 6.8 7.4 8.0 8.4 8.7
EBITDA 17.4 21.6 23.2 22.3 26.5 26.4

Source: Sonel, Noble Securities, earnings adjusted for on-offs

Balance Sheet (PLNm) 2019 2020 2021 2022F 2023F 2024F
Assets 1054 115.6 153.6 164.6 193.8 168.7
Non-current assets 51.7 52.5 55.1 58.6 60.5 62.3
Tangible and Intangible assets 51.2 51.8 52.5 56.0 57.9 59.7
Subsidiaries goodwill 0.4 0.4 0.4 0.4 0.4 0.4
Other long-term assets 0.1 0.3 22 22 2.2 2.2
Current Assets 53.7 63.1 98.5 106.0 133.3 106.4
Inventories 28.6 21.7 473 53.0 66.7 46.7
Trade receivables 17.1 15.7 38.8 433 54.5 38.2
Cash and cash equivalents 8.0 25.7 12.4 9.7 12.1 21.5
Other current assets 0.0 0.0 0.0 0.0 0.0 0.0
Liabilities 1054 115.6 153.6 164.6 193.8 168.7
Equity 83.6 90.4 92.3 100.0 106.7 110.0
Long-term liabilities 0.8 1.3 0.1 0.1 0.1 0.1
Loans, borrowings and other financial liabilities 0.8 1.3 0.1 0.1 0.1 0.1
Other 0.0 0.0 0.0 0.0 0.0 0.0
Current liabilities 13.1 11.4 45.1 48.3 70.9 42.5
Loans, borrowings and other financial liabilities 0.5 0.3 0.5 0.0 10.1 0.0
Accounts payable 12.7 11.1 44.5 48.2 60.6 424
Other 0.0 0.0 0.1 0.1 0.2 0.1

Source: Sonel, Noble Securities, earnings adjusted for on-offs
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Cash Flow Statement (PLNm) 2019 2020 2021 2022F 2023F 2024F
Net profit 9.5 13.4 14.7 14.8 13.7 15.0
Depreciation and amortization 6.6 6.8 7.4 8.0 8.4 8.7
Change in working capital -0.3 6.6 -15.2 -6.5 -12.4 18.1
CF from current operations 15.1 27.6 11.1 16.3 9.7 41.9
CAPEX -10.4 -9.0 -11.3 -11.5 -10.3 -10.6
Capital investments 0.0 0.0 0.0 0.0 0.0 0.0
Divestments and other 0.3 0.1 -0.1 0.0 0.0 0.0
Purchase of debt securities 0.0 0.0 0.0 0.1 0.1 -13.1
CF from investing activities -10.2 -8.9 -11.4 -11.4 -10.2 -23.7
Increase of share capital 0.0 0.0 0.0 0.0 0.0 0.0
Change in financial liabilities 0.6 0.4 -1.0 -0.5 10.1 -10.1
Dividends and other payments due to equity holders -7.0 -5.6 -14.0 -7.0 -7.0 -11.8
CF from financial activities -3.7 -1.1 -13.1 -1.5 3.1 -21.9
CF for the period 1.3 17.6 -13.3 -2.6 2.5 -3.6
Cash at the beginning of the period 6.8 8.0 25.6 12.3 9.7 12.2
Cash at the end of the period 8.0 25.6 12.3 9.7 12.2 8.5

Source: Sonel, Noble Securities, earnings adjusted for on-offs

Selected indicators 2019 2020 2021 2022F 2023F 2024F
EBITDA margin 16.0% 18.6% 14.7% 12.7% 12.0% 17.1%
EBIT margin 9.9% 12.8% 10.0% 8.1% 8.2% 11.4%
Net profit margin 9% 12% 9% 8% 6% 10%
Net debt -6.8 -24.1 -11.8 9.5 -1.9 214
Net debt /EBITDA -0.4 -1.1 -0.5 -0.4 -0.1 -0.8
Number of shares issued 14.0 14.0 14.0 14.0 14.0 14.0
Dividend per share 0.4 1.0 0.5 0.5 0.8 1.0
P/BV 1.6 1.5 1.5 1.4 1.3 1.2

Source: Sonel, Noble Securities, earnings adjusted for on-offs

Annual growth rates 2019 2020 2021 2022F 2023F 2024F
Revenues 19% 7% 36% 11% 26% -30%
EBITDA 19% 24% 7% -4% 19% 0%
EBIT 28% 37% 7% -10% 27% -2%
Net profit 22% 42% 10% 1% 7% 10%
Repeatable net profit 8% 42% 10% 1% -1% 10%

Source: Sonel, Noble Securities, earnings adjusted for on-offs
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LEGAL DISCLAIMER

FUNDAMENTAL RULES FOR ISSUING ANALYTICAL REPORT

This analytical report, hereinafter referred to as the "Report”, was prepared by Noble Securities S.A. ("NS") based in Warsaw.

The basis for the preparation of the Report were publicly available information known to the Analyst as at the date of preparing the Report, in particular information
provided by the Issuers in current and periodic reports prepared as part of its disclosure obligations.

The Report only expresses the analyst's knowledge and views as at the date of its preparation.

The forecasts and evaluation elements presented in the Report are based solely on the analysis performed by the Analyst, without arrangements with the Issuers or with
other entities, and are based on a number of assumptions that may turn out to be irrelevant in the future.

NS or the Analyst do not give any assurance that the forecasts will work.

The report issued by NS is valid for a period of 24 months, unless it is previously updated. The frequency of updates results from the date of publication by the Issuers of
financial results for a given reporting period, the market situation or subjective assessment of the Analyst.

STRONG AND WEAKNESSES OF VALUATION METHODS APPLIED BY NS IN THE REPORT

The DCF (eng. discounted cash flow) method - is considered the methodologically most appropriate valuation technique and consists in discounting financial flows
generated by the rated entity. Strengths of this method include taking into account all cash flows that flow in and out of the company and the cost of money over time. The
disadvantages of the DCF valuation method are: a large number of assumptions and parameters that need to be estimated and the sensitivity of valuation to changes in
these factors. A variation of this method is the discounted dividend method.

Comparative method - is based on a comparison of valuation multipliers of companies in the industry in which the rated entity operates. This method very well reflects
the current state of the market, requires fewer assumptions and is simpler to apply (relatively high availability of indicators for compared entities). Its disadvantages
include high volatility related to price fluctuations and stock exchange indices (in the case of comparison to listed companies), subjectivism in the selection of a group of
comparable companies and simplification of the company image leading to the omission of some important parameters (eg growth rate, corporate governance, non-
operational assets, differences in accounting standards).

INTERESTS OR CONFLICTS OF INTERESTS THAT MAY AFFECT THE REPORTING OBJECTIVITY OF THE REPORT

The companies: Aplisens, Sonel and TIM take part in the Analytical Coverage Support Program run by the Warsaw Stock Exchange S.A.

The report, in part concerning the above-mentioned companies, was prepared by NS for consideration, on behalf of the Warsaw Stock Exchange S.A.

The Analyst is not a party to any contract concluded with the Issuers and does not receive remuneration from the Issuers. The Analyst's remuneration for preparing the
Report due from NS is not directly related to transactions in brokerage services provided by NS or other types of transactions carried out by NS or any other legal entity
that is part of the group to which NS belongs or with transaction fees that they receive NS or these people. It can not be ruled out that the remuneration that may be due in
future to a NS Analyst by another title may be indirectly dependent on NS financial results, including those obtained as part of investment banking transactions related to
the Issuer's financial instruments. The Analyst is not a party to any contract concluded with the Issuers and does not receive remuneration from the Issuers. The Analyst's
remuneration for preparing the Report due from NS is not directly related to transactions in brokerage services provided by NS or other types of transactions carried out
by NS or any other legal entity that is part of the group to which NS belongs or with transaction fees that they receive NS or these people. It can not be ruled out that the
remuneration that may be due in future to a NS Analyst by another title may be indirectly dependent on NS financial results, including those obtained as part of investment
banking transactions related to the Issuer's financial instruments.

It is possible that NS has or will have the intention to submit an offer to provide services to the Issuers.

ORGANIZATIONAL AND ADMINISTRATIVE SOLUTIONS AND INFORMATION BARRIERS ESTABLISHED TO PREVENT CONFLICT OF INTERESTS AND TO AVOID
THEMSELVES

Detailed rules of conduct in the event of conflicts of interest are set out in the "Regulations of Conflicts of Interest Management at Noble Securities SA" available at the
website www.noblesecurities.pl in the tab: "About us" / "Regulations” / "Information policy".

The internal structure of NS ensures organizational separation of analysts from individuals (teams) performing activities that involve the risk of a conflict of interest and
prevents conflicts of interest, and in the event of such conflict enables protection of the Client's interests against the harmful effects of this conflict. In particular, Analysts
do not have access to information about transactions concluded on the NS's own account and to Client orders. NS ensures that there is no possibility for third parties to
exert any adverse influence on the performance of the work by Analysts. NS ensures that there are no links between the amount of remuneration of employees of one
organizational unit and the amount of remuneration of employees of another organizational unit, or the amount of income earned by that other organizational unit, if these
units perform activities that involve the risk of a conflict of interests

NS has implemented internal regulations regarding the flow of confidential and professional information, which is aimed at securing confidential information or
professional secrecy and preventing its unjustified flow or misuse. NS limits to a minimum the circle of people who have access to confidential information or professional
secrecy. In order to control access to relevant non-public information, within NS there are internal limitations and barriers in the transfer of information, so-called Chinese
walls, i.e. rules, procedures and physical solutions to prevent the flow and use of confidential information and constitute professional secrecy. NS uses restrictions in
physical access (separate rooms, lockable filling cabinets) and in access to information systems.

NS has implemented regulations in the scope of performing activities consisting in preparing investment analyzes, financial analyzes and other general recommendations
regarding transactions in financial instruments, as well as the internal procedure regulating the subject scope. NS discloses in the content of Reports prepared by itself all
connections and circumstances that could affect the objectivity of the Reports being prepared. It is forbidden to accept material or non-material benefits by NS or the
Analyst from entities having a significant interest in the content of the Report, suggesting to the Issuer by NS or Analyst content favorable to that Issuer. It is forbidden to
make available to the Issuer or other persons than Analysts, the Report, containing the content of the recommendation or the target price, before commencing its
distribution for purposes other than verification of the NS's compliance with its legal obligations.

NS has implemented internal regulations regarding the rules of concluding personal transactions by involved persons, including prohibits the use of information obtained
in connection with business activities for personal transactions. In addition, Analysts may not enter into personal transactions regarding the Issuer's financial instruments
or related financial instruments prior to the dissemination of the Report, as well as personal transactions that conflict with the content of the Report and when NS starts or
works on issuing Issuer's financial instruments since the Insurer's information in in this respect until the prospectus is published - in the case of a public offer or for
launching an offer.

OTHER INFORMATION AND RESERVATIONS

NS ensures that the Report has been prepared with due diligence and integrity based on generally available facts and information recognized by the Analyst as reliable,
reliable and objective, however NS nor the Analyst does not guarantee that they are fully accurate and complete. If the Report indicates the addresses of the websites used
in the preparation of the Report, neither the Analyst nor NS takes responsibility for the content of these websites.

Investing can involve high investment risk. The analytical report cannot be treated as an assurance or guarantee of avoiding losses, or achieving potential or expected
results, in particular profits or other benefits from transactions carried out on its basis, or in connection with refraining from such transactions. A general description of
financial instruments and the risk related to investing in individual financial instruments is presented at www.noblesecurities.pl in the tab Brokerage House / Brokerage
Account/ Documents. NS points out that although the above information has been prepared with due diligence, in particular in a reliable manner and in accordance with
NS's best knowledge, it may not be exhaustive and may exist or be updated in the specific situation in which an investor is or will be located other risk factors than those
indicated in the above information by NS. The investor should bear in mind that investments in individual financial instruments may result in the loss of some or all of the
funds invested, and even involve the additional costs.

Investors using the Report may not resign from independent assessment and take into account other circumstances than indicated by the Analyst or by NS.

The Report has been prepared in accordance with legal requirements ensuring independence, in particular from the Commission Delegated Regulation (EU) 2016/958 of 9
March 2016 supplementing Regulation (EU) No 596/2014 of the European Parliament and of the Council with regard to regulatory technical standards concerning
technical means for the purpose of presenting investment recommendations or other information recommending or suggesting an investment strategy and disclosing
particular interests or indications of conflicts of interest. The report is an investment study referred to in art. 36 par. 1 Commission Delegated Regulation (EU) 2017/565
of 25 April 2016 supplementing Directive 2014/65 / EU of the European Parliament and of the Council with regard to organizational requirements and operating
conditions for investment firms and concepts defined for the purposes of this directive.
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The Report or any of its entries do not state:

offer within the meaning of art. 66 of the Act of 23 April 1964 - the Civil Code,

grounds for concluding a contract or creating a liability,

public offering of financial instruments within the meaning of art. 3 of the Act of July 29, 2005 on Public Offering, Conditions Governing the Introduction of Financial
Instruments to Organized Trading, and Public Companies,

invitations to subscribe for or purchase securities of the Issuer,

investment advisory services or portfolio management services referred to in the Act of 29 July 2005 on Trading in Financial Instruments,

investment, legal, accounting or other types of advice.

The Report

is published on the NS website:

https://noblesecurities.pl/dom-maklerski/analizy2 /program-wsparcia-pokrycia-analitycznego-gpw/2136-aplisens-s-a,
https://noblesecurities.pl/dom-maklerski/analizy2 /program-wsparcia-pokrycia-analitycznego-gpw/ 2137-sonel-s-a,

is intended for distribution only on the territory of the Republic of Poland, and is not intended for distribution or transmission, directly or indirectly, in the United States
of America, Canada, Japan or Australia, or any other jurisdiction, where such distribution would violate relevant provisions of the given jurisdiction or required
registration in that jurisdiction,

does not contain all information about the Issuer and does not allow full assessment of the Issuer, in particular as regards the Issuer's financial situation, because only
certain data regarding the Issuer were selected for the Report,

is for information purposes only, so it is not possible to comprehensively evaluate the Issuer based on the Report.

FINAL REMARKS

Analyst preparing the Report: Michat Sztabler

Date and time of completion of the Report: 6/12/2022 at 16.30 p.m. Date and time of the first dissemination of the Report: 6/12/2022 at 16.45 p.m.

The proprietary copyrights to the Report are held by the Stock Exchange in Warsaw S.A. Dissemination or reproduction of the Report (in whole or in any part) without the
written consent of the Warsaw Stock Exchange S.A. is forbidden.

NS is subject to the supervision of the Polish Financial Supervision Authority.

Last recommendation on Apator SA

Recommendation / update Accumulate Buy Hold Reduce
Publication date 28.11.2019 27.11.2020 29.11.2021 06.06.2022
Price at publication 21.40 22.30 18.70 14.80
Price target 24.4 28.9 19.1 12.2
WIG at publication 57 502.28 53.302,48 66 648.65 57 588.05

Last recommendation on Aplisens SA

Recommendation / update n/a n/a n/a n/a n/a n/a
Publication date 03.01.2020  02.06.2020 11.12.2020  08.06.2021 31.08.2021 06.06.2022
Price at publication 10.40 9.80 11.20 12.80 13.10 14.10
Price target 17.3 15.8 18.0 17.5 17.8 16.0
WIG at publication 58 603.27 48 879.21 55501.03 66 497.71 70 930.15 57 588.05

Last recommendation on Sonel SA

Recommendation / update n/a n/a n/a
Publication date 16.08.2021  22.12.2021 06.06.2022
Price at publication 11.8 10.6 9.8
Price target 15.2 11.8 10.2
WIG at publication 68 811.77 67361,43 57 588.03
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All recommendation distributed by NS in last 12 months:

Company Direction Tar.get Pri.c v a.t Current price D;if‘:::: . Date of publication LAl Prepared by (3)
price publication e (1) date (2)

MO-BRUK Buy 371.7 293.0 280.00 33% 26.10.2022 24M Dariusz Dadej
LW Bogdanka Hold 30.5 30.6 40.96 -26% 20.10.2022 IM Michat Sztabler
Selvita Accumulate 97.5 86.0 82.30 18% 20.10.2022 IM Krzysztof Radojewski
Ailleron n/a 17.5 12.0 15.10 16% 17.10.2022 24M Dariusz Dadej
MCI Capital n/a 29.6 16.1 16.00 85% 07.10.2022 24M Krzysztof Radojewski
Bioton n/a 4.7 3.8 3.55 32% 06.09.2022 24M Krzysztof Radojewski
Dino Polska Reduce 286.8 351.5 351.40 -18% 10.08.2022 IM Dariusz Dadej
Eurocash Accumulate 13.0 12.1 13.30 -2% 10.08.2022 IM Dariusz Dadej
Amica Hold 69.7 71.4 82.80 -16% 05.08.2022 9M Michat Sztabler
Wielton Reduce 4.9 5.5 7.05 -30% 12.07.2022 M Michat Sztabler
Krynicki Recykling (4) n/a 20.9 22.6 22.70 -8% 04.07.2022 24M Dariusz Dadej
Captor Therapeutics Buy 163.0 116.0 173.50 -6% 28.06.2022 IM Krzysztof Radojewski
Celon Pharma Buy 293 14.9 14.06 108% 28.06.2022 IM Krzysztof Radojewski
Molecure Buy 21.7 13.2 16.40 32% 28.06.2022 IM Krzysztof Radojewski
Ryvu Therapeutics Buy 51.8 235 57.40 -10% 28.06.2022 IM Krzysztof Radojewski
CD Projekt Suspended nd 24.06.2022 IM Maciej Kietlinski
Ten Square Games Suspended nd 117.0 24.06.2022 IM Maciej Kietlinski
Apator Reduce 12.2 14.8 14.70 -17% 06.06.2022 IM Michat Sztabler
Aplisens n/a 16.0 14.1 14.40 11% 06.06.2022 24M Michat Sztabler
Sonel n/a 10.2 9.8 9.70 5% 06.06.2022 24M Michat Sztabler
TIM n/a 54.3 31.4 28.70 89% 06.06.2022 24M Michat Sztabler
11 bit studios Suspended nd 502.0 18.05.2022 IM Maciej Kietlinski
Forte Accumulate 38.9 33.0 21.90 78% 13.05.2022 9IM Dariusz Dadej
MCI Capital n/a 33.1 19.0 02.05.2022 24M Krzysztof Radojewski
Bioton n/a 7.2 4.1 19.04.2022 24M Krzysztof Radojewski
Selvita Buy 96.2 78.5 08.04.2022 IM Krzysztof Radojewski
Mobruk Buy 500.9 398.0 07.04.2022 IM Dariusz Dadej
Artifex Mundi Suspended nd 10.1 28.03.2022 IM Maciej Kietlinski
Celon Pharma Buy 42.2 24.8 16.03.2022 IM Krzysztof Radojewski
Creepy Jar Suspended 812.0 700.0 15.03.2022 9IM Maciej Kietlinski
LW Bogdanka Hold 57.9 55.6 11.03.2022 IM Michat Sztabler
Tauron PE In update 3.5 2.7 2.09 69% 10.03.2022 IM Michat Sztabler
Ailleron n/a 19.1 11.4 03.03.2022 24M Dariusz Dadej
BoomBit Suspended nd 18.3 04.02.2022 IM Maciej Kietlinski
Krynicki Recykling (4) n/a 31.8 19.6 05.01.2022 24M Dariusz Dadej
Sonel n/a 11.8 10.6 22.12.2021 24M Michat Sztabler
CD Projekt Suspended nd 193.0 21.12.2021 IM Maciej Kietlinski

(1) Date of publication is simultaneously date of first publication,
(2) recommendation is valid for a period of 9 months, unless it is previously updated,

(3) Job position: Krzysztof Radojewski — Senior Analyst, Michat Sztabler — Equity Analyst, Dariusz Dadej - Equity Analyst, Mateusz Chrzanowski - Equity Analyst
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MARKET RESEARCH DEPARTMENT

Sobiestaw Kozlowski
sobieslaw.kozlowski@noblesecurities.pl
tel: +48 22213 22 39

model portfolios

Krzysztof Radojewski
krzysztof.radojewski@noblesecurities.pl
Biotechnology

Michat Sztabler
michal.sztabler@noblesecurities.pl
tel: +48 22 213 22 36

industrials, utillities, mining

Dariusz Dadej
dariusz.dadej@noblesecurities.pl
tel: +48 22 660 24 83

retail, industrials

Krzysztof Ojczyk
krzysztof.ojczyk@noblesecurities.pl
tel: +48 12 422 31 00

technical analysis

Mateusz Chrzanowski

mateusz.chrzanowski@noblesecurities.pl
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