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H1 22: SKYTOOLS, another successful bet

Earnings/sales releases - 26/07/2022

The second quarter for Drone Volt has been tough, as its most lucrative
activities have stagnated and deliveries to Aquiline Drones have been put on
hold. An IPO in this environment seems unlikely, and Drone Volt will have to
count on its other customers for growth. Thanks to its technological
advances and its new products expected to hit the market by H2 22, we
believe there is still room for a strong second half of the year. In addition,
SKYTOOLS has strongly performed this quarter, far above our
expectations, and the perspectives for the coming quarters seem bright.

m Fact

* H1 22 sales stood at €4,023m, a 10% increase yoy. Excluding the SKYTOOLS
consolidation, the revenues stood flat yoy.

* SKYTOOLS generated €299k in Q2 22, over 5x its revenues in Q1 22.

» The Drone Volt Factory's revenues decreased by 18% yoy, which was more
than offset by the 35% increase in Distribution’s sales.

» The gross margin stood at 34%, a 5-point decrease yoy, mainly linked to the
revenue mix.

* EUROSATORY has been a success, with orders expected to come in H2 22.

» The technological roadmap is advancing according to plan, with the LineDrone
and the connected drone underway.

« Still no news of the Aquiline Drones IPO.

B Analysis

SKYTOOLS to save the half year

Once again, Drone Volt has shown that it had the right targets when it comes to
acquisition. Following a strong Q2, SKYTOOLS now represents c. 9% of Drone
Volt's sales in the H1 22 figures. The first quarter has been tough, as SKYTOOLS
was busy merging its offices with Aerialtronics in the Netherlands. We were
expecting SKYTOOLS to return to a normalised level of sales (c. €200k per
quarter) by Q3 22. The €299k performance in Q2 22 was a positive surprise and
also brightens the perspectives of this business heading into the coming quarters.
This outperformance has partially contributed to Distribution’s strong growth of
35%.

Unfortunately, the total results have been more mitigated due to a reduced traction
in the Drone Volt Factory activity. Indeed, the Aquiline Drones’ Hercules 2
contract is stagnating, as the American partner is still waiting for liquidity to pursue
its engagement. The Hungarian contract, concerning a large number of Hercules
20 over three years, has also resulted in no new deliveries this quarter. Hence,
this division has seen its revenues decline by 18% yoy. As it is the most profitable
activity for Drone Volt, it is not surprising to see the gross margin decline. The
following table shows the change in revenue mix:
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Stoxx 600 (net retum) Drone Volt
PERF 1w im 3m 12m
Drone Volt 46.2% 53.8% 29.8% -74.5%
Aerospace-Defence -0.82% 7.66% 1.15%  7.56%
STOXX 600 2.06% 3.23% -4.24% -7.64%

Last updated: 24/03/2022 12/21A 12/22E 12/23E 12/24E

Adjusted P/E (x) ns -151 -28.9 ns
Dividend yield (%) 0.00 000 000 0.0
EV/EBITDA(R) (X) -82.2 ns 811 249
Adjusted EPS (€) 0.00 0.00 0.00 0.00
Growth in EPS (%) n/a n/a n/a n/a
Dividend (€) 0.00 0.00 0.00 0.00
Sales (€th) 8,617 11,515 14,197 17,052
Other margin (%) 48.9 51.0 57.0 63.8

Attributable net profit (€th) 5551 -1,118 -613 -11.7
ROE (after tax) (%) 195 -2.88 -1.52 -0.03
Gearing (%) -6.87 -9.11 -139 -2238
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Distribution Drone Volt Factory
H1-21 54% 46%
H1-22 66% 34%

Still no news of Aquiline Drones’ IPO

Initially, the Aquiline Drones IPO was expected by the end of H1 22 or start of Q3
22, but we still do not have additional information. This is a shame given that we
see this IPO as the main catalyst for Drone Volt. It would enable it to sell to its
American partner a massive number of drones (still c. 400 Hercules 2 drones
remaining in the contract).

The delay in the IPO will have additional consequences on Drone Volt's H2 sales.
As Aquiline Drones has limited cash available, it is pausing the licensing revenues
to Drone Volt in the second half of the year. This has generated €650k in the first
half year (16% of sales) and was almost all operational profit. It is a surprise to
see Aquiline Drones review its initial engagement, and it will leave a dent in the
financial performance in the second half of the year.

Still optimistic regarding H2

Despite lower licensing revenues from Aquiline Drones, we still see positive
catalysts for H2 22. Drone Volt has participated in specialised saloons such as the
EUROSATORY and the IEEE which has given international visibility to its drone
solutions. We are optimistic that orders will follow, as its solutions in surveillance of
hard-to-access locations have significant added-value to customers (less human
risk, less energy consumption, more precise analysis, faster deployment, and
cheaper). It will also be able to present the LineDrone on 29 August at the CIGRE
Technical Exhibition in Paris. It would fit in perfectly with the LineDrone’s
finalisation agenda, as deliveries are expected to start in H2 22.

In addition, the contract from Hungary was disappointing this quarter, and we
expect a catch-up effect in the coming months. The momentum will improve further
if Drone Volt manages to certify its hydrogen-powered Hercules 20 thanks to its
JV with Pragma Industries.

Innovation recap

Another reason why we remain optimistic about H2 22 is the technological
roadmap which is advancing according to plan. The first trial flights of the
LineDrone will occur at the end of July, as Drone Volt and its partner Hydro-
Québec are carrying out the final technical tests. If the LineDrone receives its
certification in the coming months, it could offset most of the headwind coming
from the temporary loss of the licensing revenues.

Drone Volt has also completed the first sale of its Heliplane to a Canadian logistics
group. This drone has the particularity of taking-off like a standard drone, and
then gliding like an aircraft (hence it can perform longer distances than the other
drones in Drone Volt's portfolio). It is also continuing to advance in connecting its
drones to 4G/5G thanks to the technology it has acquired through Viking Drone.

B Impact

We do not believe these results will change our financial figures significantly. We
were expecting H1 22 figures to be lower than the second half of the year, as
Drone Volt is still busy restructuring its activities following its numerous
acquisitions (of which SKYTOOLS has already started to deliver strongly). The
current market environment does not favour IPOs, and it could be difficult to see
Aquiline Drones finding financing before FY23 as most investors are currently on
hold. However, we believe that through its diversified product portfolio and its new
technological contributions, Drone Volt is still set to grow independently of Aquiline
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Sales by Geography

Consolidated P&L Accounts
Sales
Change in sales
Change in staff costs
EBITDA
EBITDA(R) margin
Depreciation
Underlying operating profit
Operating profit (EBIT)
Net financial expense

of which related to pensions
Exceptional items & other
Corporate tax
Equity associates
Minority interests
Adjusted attributable net profit
NOPAT

Cashflow Statement

EBITDA

Change in WCR

Actual div. received from equity holdi...
Paid taxes

Exceptional items

Other operating cash flows
Total operating cash flows
Capital expenditure

Total investment flows

Net interest expense

Dividends (parent company)
Dividends to minorities interests
New shareholders' equity

Total financial flows

Change in cash position

Free cash flow (pre div.)

Per Share Data

No. of shares net of treas. stock (year...
Number of diluted shares (average)
Benchmark EPS

Restated NAV per share

Net dividend per share

€th
%

%

€th
%

€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th

€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th

Th
Th

I France (40.8%)

I Europe (38.8 ':'j:
Il Cther (20.4%)

12/21A
8,617
47.7
-9.54
-808
-9.38

-3,115
-2,705
172

6,630
1,276

178
-1,079
-2,181

-808
-5,747
0.00
1,532

-763
-5,786
-3,067
-7,359

172

0.00
13,206
13,311

167
-8,681

365,758
283,258
0.00

0.00

12/22E
11,515
33.6
7.89
-66.1
-0.57

-2,369
-2,453
-176
0.00

1,324

187
-1,118
-1,658

-66.1
447
0.00
1,324

-100
1,605
-3,159
-1,359
-176

0.00
0.00
588
834
-1,730

400,980
384,486
0.00

0.00

&

12/23E
14,197
23.3
10.2
1,213
8.54

-1,342
-1,428
-203
0.00

822

196
-613
-940

1,213
702
0.00
822

-100
2,637
-2,527
1,223
-203

0.00
1,000
1,297
5,156

-93.7

400,980
402,097
0.00

0.00

Valuation Summary

Benchmarks Value
DCF €0.10
NAV/SOTP per share €0.15
EV/Ebitda €0.05
P/E €0.02
Dividend Yield €0.00
P/Book €0.09
TARGET PRICE €0.08

NAV/SOTP Calculation

Balance Sheet

Goodwill

Total intangible

Tangible fixed assets

Financial fixed assets

WCR

Other assets

Total assets (net of short term liab.)
Ordinary shareholders' equity

Quasi Equity & Preferred

Minority interests

Provisions for pensions

Other provisions for risks and liabilities
Total provisions for risks and liabilities
Tax liabilities

Other liabilities

Net debt (cash)

Total liab. and shareholders' equity
Capital Employed

Capital employed after depreciation
Profits & Risks Ratios

ROE (after tax)

ROCE

Gearing (at book value)
Adj. Net debt/EBITDA(R)
Interest cover (x)

Valuation Ratios

Reference P/E (benchmark)
Free cash flow yield

P/Book

Dividend yield

EV Calculation

Market cap
+ Provisions
+ Unrecognised acturial losses/(gains)
+ Net debt at year end
+ Leases debt equivalent
- Financial fixed assets (fair value)
+ Minority interests (fair value)
=EV
EV/EBITDA(R)
EV/Sales

Weight
35%
20%
20%
10%
10%

5%
100%

€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th
€th

€th

%

%

€th
€th
€th
€th
€th
€th
€th
€th
X

X

Largest comparables

» KUKA
12/21A 12/22E
152 150
6,371 6,494
923 951
4,085 3,638
7,850 7,458
35,751 35,104
39,151 38,446
-1,155  -1,143
0.00
101 105
101 105
0.00 0.00
1,122 1,234
-3,468 -3,538
35,751 35,104
11,379 11,082
19.5 -2.88
-19.2 -15.0
-6.87 -9.11
4.29 53.5
18.1 -13.5
ns -15.1
-12.4 -9.80
1.79 0.46
0.00 0.00
70,109 17,643
101 105
0.00 0.00
-3,659 -3,739
0.00 0.00
3,580 4,922
3,465 3,430
66,436 12,518
-82.2 ns
7.71 1.09

12/23E
149
6,714
979

2,936
7,085
34,452
42,300

-1,132
0.00
121
121
0.00
1,358
-8,195
34,452

10,629

-1.52
-8.84
-13.9
-6.76
-6.61

-28.9
-0.53
0.42
0.00

17,643
121
0.00
-8,405
0.00
2,947
3,430
9,842
8.11
0.69

Analyst : Romain Pierredon, Changes to Forecasts : 24/03/2022.
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