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Turkey- Systems Integration and Technology
Kontrolmatik

Price target revised to 320 TL incorporating the new energy storage
investment

Turkey's first large-scale energy storage license was given to Progresiva Energy, a subsidiary of
Kontrolmatik. According to the statement made by the company to the Public Disclosure Platform, Progresiva
Energy Investments, one of the subsidiaries of Kontrolmatik, has been granted a Supply License by the Energy
Market Regulatory Authority (EMRA) to trade electrical energy and/or capacity for 20 years. The Lithium-lon
Energy Storage Facility to be established in Istanbul Silivri will have 250MW connection power and 1 GWh total
energy storage capacity. The storage license granted to the company is Turkey's first large-scale energy
storage license, and when the facility is put into operation, it will also be among the highest capacity energy
storage facilities in the world. The facility will use Li-lon storage units and systems.

Energy security has become very important with rising geopolitical risks. In addition to the energy supply
problem experienced in Turkey in the past weeks, the rising regional geopolitical risks have once again
confirmed the importance of establishing energy storage systems as soon as possible. Statements by relevant
government agencies also confirm that necessary steps will be taken immediately for energy supply security.
When the storage facility to be established by Progresiva is fully operational, it will be able to store
approximately 15% of the installed capacity of Thrace and Istanbul regions (including the Anatolian side).
Considering that approximately 60% (4.2 GW) of the installed capacity (6.6 GW) of the Thrace and Istanbul
regions is renewable energy, Progresiva will be able to store approximately 25% of this capacity. While Thrace
and Istanbul regions had 6.5% of Turkey's installed capacity by the end of 2021, they accounted for
approximately 20% of the annual electricity consumption in Turkey (Table 2). Therefore, Progresiva will help
substantially improve the region’s energy security, in our view.

We expect Kontrolmatik to invest approximately 250 mn USD for energy storage. According to our
calculations, current high-capacity (utility scale) Li-lon battery prices and other peripheral investment required
for commissioning the facility are around 230-260 mn USD for a 1IGW storage facility. In other words, an
investment of 230-260 thousand USD/MW is required for a storage facility of this size (Table 1). Company
management aims to commission half of this capacity in 2023 and the rest in 2024. Assuming that the
company will make this investment with a debt/equity ratio of 75%/25%, the required financing (~180 mn USD)
will likely be secured from international development banks that provide long-term and low-interest resources
for green and renewable energy investments.

We expect Progresiva to generate approximately USD30 mn of EBITDA by the end of 2024 at full
capacity. Progresiva's revenues will mainly consist of the following: 1) electricity storage (Primary and
Secondary Frequency Control) on behalf of TEIAS (The State Grid Operator), 2) balancing (electricity
producers), 3) electricity trading arbitrage (electricity producers) and 4) tertiary frequency control (electricity
producers). We anticipate that approximately half of our expected total revenues will consist of frequency
control and balancing items while the remainder will consist of trading revenues (Table 1). A significant part of
the Li-lon batteries to be used in the facility will be supplied from Pomega, a subsidiary of Kontrolmatik, which
has already started investments and is planned to start production at the end of the year.

We are raising our target price to 320 TL for Kontrolmatik shares. As we stated in our previous report, the
energy storage business was not included in our valuation model (Table 3). When we include the energy
storage business in our model, the company will secure the necessary financing within this year, the 2023T
and 2024T EBITDA of the company increases to 1.7 billion TL and 2.3 billion TL, respectively. As can be seen
in the valuation model table, we do not make any changes in the valuation of other business lines of the
company compared to the previous report. Therefore, the increase in the target market value we foresee for the
company drives solely from the inclusion of the energy storage business in the valuation model. We estimate
the fair market value of the energy storage business as TL 3.1 billion corresponding to 8.0x 23E EBITDA and
5.0x 24E EBITDA.

We believe that the company's new business lines (Li-lon battery, energy storage and loT) will lead to a very

rapid growth in the company's revenues and EBITDA in the coming period. Therefore, we think that the value
created by the new business lines is still not fully reflected in the share price despite the sharp increase in the
Kontrolmatik share price over the past one month.

Kontrolmatik Financial Forecasts Summary

2019 2020 2021 2022E 2023E 2024E 2025E 2026E
Total Sales (TL bn) 187 201 612 2152 4,932 6,467 7,988 9,650
Total Sales (USD mn) 33 29 70 148 256 305 343 377
EBITDA (TL bn) 28 27 14 515 1,704 2,361 2936 3,571
EBITDA (USD mn) 5 4 13 36 89 112 126 139
Net Profit (TL bn) 28 24 131 291 1,018 1,492 1,869 2447
Net Profit (USD mn) 5 3 15 20 53 70 80 96
EBITDA Margin (%) 14.8 13.3 18.6 23.9 345 36.5 36.8 37.0

Source: Company data, INFO Research estimates
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Net DEbt (TL mn) (2021/12) -171
3mADTV (USD mn) 10.6
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Valuation Multiples

Current 22E 23E

P/E (x) 40.2 1841 5.2
EV/EBITDA (x) 46.8 104 31
P/B (x) 18.3 9.2 2.8
P/Sales (x) 8.6 24 11

Source: INFO Research estimates
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Table 1. Progresiva Financial Forecast Model

1+2

Installed Capacity (MWh)
Overnight Storage (MWh)

Arbitrage Amount (MW/day)
Arbitrage Revenue (USD mn)

Unit Electricity Sales Price (USD/MWh)
Unit Electricity Cost (USD/MWh)

Frequency Control and Balancing Revenues (USD mn)
Frequency Control and Balancing Revenues (000 USD/MWh))

Total Revenues (USD mn)
COGS (USD mn)

Gross Profit (USD mn)
Gross profit Margin (%)

Opex (USD mn)

as % of revenues

EBIT (USD mn)
Depreciation (USD mn)

EBITDA (USD mn)
EBITDA (USD 000/MWh)

CAPEX (USD mn)
Initial CAPEX (USD mn)
Equity (USD mn)

LT Debt (USD mn)

Debt Service (USD mn)

Cumulative Debt Service (USD mn)

Source: Company data, INFO Research Estimates

Ial=®,

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
500 1,000 1,000 1,000 1,000 1,000 1,000 1000 1000 1,000 1,000 1,000
500 1,000 1,000 1,000 1,000 1,000 1,000 1000 1000 1,000 1,000 1,000
500 1,000 1,000 1,000 1,000 1,000 1,000 1000 1,000 1,000 1,000 1,000
66 143 154 166 178 188 198 209 221 233 245 25.8
623 655 687 722 758 788 820 852 886 922 95.9 99.7
260 262 265 268 270 273 276 278 281 284 287 29.0
75 155 159 164 169 174 179 184 190 19.6 20.2 208
50 155 159 164 169 174 179 184 190 196 20.2 20.8
141 298 313 330 347 362 378 394 41 429 447 466
4.7 9.6 9.7 9.8 99 100 101 102 103 10.4 10.5 10.6
0.0 94 202 217 232 248 262 277 292 308 325 342 360
66 68 69 70 72 72 73 74 75 76 77 77
1.0 13 2.7 2.8 3.0 3.1 31 3.2 3.3 35 36 38 4.0
9.0 9.0 9.0 9.0 9.0 8.5 8.5 85 8.5 8.5 8.5 8.5
-1.0 81 175 188 202 217 231 245 259 273 288 304 320
1.3 1256 125 125 125 126 126 126 126 127 127 12.7 12.8
0.3 206 300 314 328 342 357 371 385 400 415 431 448
412 300 314 328 342 357 371 385 400 415 431 44.8
250 225.0 0.3 0.5 0.8 1.0 1.0 15 25 3.0 4.0 45 5.0
2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2033
25 225
6 56
19 169
0 0 -2 -24 -24 -24 -24 -24 -24 -24 -24 -24 -24
-2 25  -49 72 -96 -120 -143 167 -191 -214  -238
Total Debt Service (USD mn) 238
Equity (USD mn) 63
Total Investments (USD mn) 300
Payback Time (years) 8.4
Table 2. Trakya ve Istanbul Region Installed Capacity, Production and Consumption
Electricity Electricity
CurrentInstalled %in Production %in Consumption
Capacity (MW) total (GWh) total (GWh)
Istanbul 3187 3.2 7,339 2.5 38,487
European side 2,550 25 5,871 2.0 25,656
Asian side 637 0.6 1,468 0.5 12,831
Tekirdag 1,491 1.5 2,898 1.0 7,158
Edirne 150 0.2 536 0.2 2,077
Kirklareli 1,890 1.9 6,661 2.3 1,027
Trakya Region + Istanbul 6,718 6.7 24,773 8.4 48,749
Turkey Total 100,000 294,084 233,436

Source: EPDK, Energy Atlas, INFO Research Estimates
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Table 3. Kontrolmatik The SOTP Valuation Summary

EV
23E

DCF Weight Peers EV/EBITDA Weight

(TL) (%) (TL) (x) (%)
Systems Integration 3,047 80 11,890 12.3 20
Li-lon battery production 2,202 80 4,320 14.6 20
loT 2,917 100 - - -
Energy Storage 3,168 100 - - -
Total 1,334

Net Debt (TL mn) (2022E)
Target MCAP (TL mn)
Target Price (TL)

Target Return (%)

Source: EquityRT, Factset, INFO Research Estimates
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‘ Research
Fair
FairEV EV/EBITDA
(TL mn) (x)
4,816 5.0
2,626 8.9
2,917 14.8
3,168 8.0
13,526 9.3
1,325
12,201
320
121
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Rating Methodology:

We employ Discounted Cash Flow (DCF) model and peer multiple analysis to derive at our target prices. Our
recommendation methodology is as follows:

Buy: If Target Price is 5 percentage points higher than the estimated Cost of Equity
Hold: If Target Price is within -5 and 5 percentage points of the estimated Cost of Equity

Sell: If Target Price is lower than 5 percentage points of the estimated Cost of Equity

Please note that the analyst's short-term view may occasionally diverge from the stock’s longer-term
fundamental rating.

Disclaimer

Our research reports are not to be construed as providing any investment advisory services. The investment
information, comments and views stated here are not within the scope of investment advisory services. The
investments discussed or recommmended in this report may involve significant risk, may be illiquid and may
not be suitable for all investors. Therefore, making decisions with respect to the information in this report
may cause inappropriate results. All prices, data and other information are not warranted as to completeness
or accuracy and are subject to change without notice. Any form of reproduction, dissemination, copying,
disclosure, modification, distribution and/or publication of information, opinions and comments provided on
this document is strictly prohibited. The information presented in this report has been obtained from
sources believed to be reliable. INFO Securities Inc. cannot be held responsible for any errors or omissions or
for results obtained from the use of such information.



