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Fair Value EUR16 (+12%)

Further development in Brazil, as planned by management

BUY

Albioma announced this morning it has signed a JV agreement with Vale do Parana to develop a new
cogeneration operation in the State of Sao Paulo. With this project, in which Albioma will own 40%,
the group is further increasing its presence in this high growth potential market, while the timing is
good in our view given the BRL depreciation compared with 2014-15. We confirm our Buy rating with
FV unchanged at EUR16/share. Positive.

ANALYSIS

A new Brazilian project: Albioma announced this morning it has signed a JV agreement with
Brazilian company Vale do Parana aiming at developing a new cogeneration operation in the State
of Sao Paulo in Brazil. This is Albioma’s third project in the country after Rio Pardo Termoelétrica in
March 2014 and Codora Energia in April 2015. Albioma and Vale do Parana are to create a project
company that will own and operate the cogeneration plant. Albioma is to own 40% of this project
company. The BRL10Om investment (c. EUR25m) is eligible for a BNDES (Brazil National Bank for
Development) long-term loan. The project company will build an extension raising the plant’s
installed capacity from 16 MW to 48MW of which 30MW being exported to the power grid. 80% of
the expected electricity production has already been secured as it has been sold on the regulated
market: 120GWh/year has been sold over 25 years from January 2021 at BRL245.2/MWh (c.
EUR59/MWh), which is lower than the 20-year PPA contracts recently signed by Codora
(BRL278/MWHh) but above Rio Pardo's 20-year PPA contracts (BRL212/MWh).

A deal in line with the group’s guidance: This deal is line with the group’s guidance to announce a
project in Brazil every 12 to 18 months and clearly confirms its appetite for this high growth
potential market. We appreciate the timing as the group is set to engage capital in the country at a
cheaper rate than 12 months ago (c. EUR to BRL rate currently at 4 vs. 3.7 in 2015 and 3.12 in
2014) and more importantly, is investing through a JV (40% stake within new project) limiting the
financial risk on this specific project while raising the implicit number of new potential Brazilian
projects. As a reminder, during its investor day the group indicated it will spend around EUR400m
in Brazil over 2013-2023 representing 40% of its 10-year capex budget. With this new deal we
estimate the group will have spent less than EUR100m representing less than 25% of its Brazilian
capex envelope.

Conclusion: In our model we were already assuming the group would develop its Brazilian
capacities as planned, but via integrated full investments (100%) and not investments through JVs
implying a lower EBITDA contribution but also a lower financial cash-out. We currently stick to our
Buy rating with FV unchanged at EUR16/share. We expect a positive share price reaction this
morning with investors appreciating the group’s commitment to its guidance.

VALUATION

At the current share price the stock is trading at 8.4x its 2016e EBITDA and offers a 4% yield
Buy, FV unchanged at EUR16/share
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Bryan Garnier stock rating system

For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating

Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of
elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock
will feature an introduction outlining the key reasons behind the opinion.

Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to
be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary
event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key
reasons behind the opinion.

Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of

clements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock

will feature an introduction outlining the key reasons behind the opinion.

BUY ratings 72%

Distribution of stock ratings

NEUTRAL ratings 0% SELL ratings 28%

Research Disclosure Legend

1 Bryan Garnier shareholding | Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a No
in Issuer shareholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company
that is the subject of this Report (the “Issuer”).
2 Issuer shareholding in Bryan | The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or more members | No
Garnier of the Bryan Garnier Group.
3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are | No
significant in relation to this report
4 Market maker or liquidity A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or No
provider in any related derivatives.
5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager No
of one or more publicly disclosed offers of securities of the Issuer or in any related derivatives.
6 Investment banking A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the | No
agreement Issuer relating to the provision of investment banking services, ot has in that period received payment or been
promised payment in respect of such services.
7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of No
this Report.
8 Analyst receipt or purchase The investment analyst or another person involved in the preparation of this Report has received or purchased No
of shares in Issuer shares of the Issuer prior to a public offering of those shares.
9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the prepatation of this Report is tied No
to investment banking transactions performed by the Bryan Garnier Group.
10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing No
corporate finance services to the issuer or may expect to receive or intend to seek remuneration for corporate
finance services from the Issuer in the next six months.
11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the No
securities or derivatives of the Issuer.
12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the No
securities or derivatives of the Issuer.
13 Bryan Garnier executive is A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s No
an officer household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or
subsidiaties. The name of such person or persons is disclosed above.
14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the tesearch, nor the timing of the publication of | Yes
the research has been influenced by any knowledge of clients positions and that the views expressed in the
report accurately reflect his/her personal views about the investment and issuer to which the report relates and
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific
recommendations or views expressed in the repott.
15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, No
price target/spread and summary of conclusions removed).

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com
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