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Snapshot

Monthly Turnover $7.2mn
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Shares Issued 498.6mn
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52-Week Low $0.08
Sector Renewable Electricity

Business Description

GNX is a renewable energy developer, with its
flagship location in Kidston, North Queensland. This
consists of a 50MW solar farm (operational), a
270MW solar farm (development phase), a 250MW
pumped storage hydro project (near financial close)
and a 150MW wind farm (feasibility study underway).
They are also developing a 50MW solar project
(under construction) in Jemalong, NSW.
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Company Report

Hydro deal imminent

No surprises in result: GNX reported FY20 revenue of $10.3m from Kidston
Stage 1 - Solar, in line with the pcp despite an additional month of operations in
FY20. This was due to the previously-flagged software issue which caused an
unexpected outage of around a month in October 2019. During FY20, GNX
made significant progress on the development of the Kidston Stage 2 - Hydro
project (K2H), which is expected to reach financial close in the next few weeks.

K2-Hydro a key catalyst: We believe financial close will be a significant positive
catalyst for GNX as it will crystallise a large amount of value for shareholders.
Steady progress has been made over the past few months on the final two
major pieces of the financing puzzle - (1) the SPV equity investment agreement
(for a partner up to 50%) and (2) the transmission line agreement (with the
Queensland Government). Both are to be finalised imminently, with overall
financial close for the project expected to occur by the end of September.

Key agreements extended: The June quarter saw GNX agree final terms and
pricing with the contractors responsible for the construction of the K2H project,
which is forecast to take 45 months and cost ¢.$600m. GNX also received
extensions of previous offers from NAIF (debt financing), Powerlink (grid
connection and transmission line construction) and AEMO (GPS approval).

Jemalong construction on track: The 50MW Jemalong project remains on track
to deliver first cashflows in the December quarter. Construction has been
largely unaffected by the COVID-19 situation, either on-site or supply chain-
wise. Installation of the steel posts (onto which the mechanised trackers are
mounted) is now underway. GNX is also working on a PPA with an as yet
unnamed counterparty to take 50% of the output from the project, with the
other 50% to be sold into the spot market.

Investment view: With the K1S and Jemalong projects running smoothly, the
primary focus for GNX is on the K2-Hydro project, which should provide a short-
term catalyst within weeks. In addition, the Jemalong project is expected to
start contributing cashflows in a couple of months. In the longer term, GNX has
a full pipeline of solar (K2-Solar 270MW), wind (K3-Wind 150MW) and battery
(Como 50MW) projects to deliver future growth. BUY maintained.

Investment Summary

Year End: 30 June 2019A 2020A 2021E 2022E 2023E
Revenue $mn 10.8 10.3 18.8 24.5 24.5
EBITDA $mn 5.6 1.8 7.9 13.6 14.1
EBIT $mn -0.8 -6.2 -0.1 2.4 -1.9
Reported Profit $mn -5.5 -10.5 -3.8 7.7 -8.1
Adjusted Profit $mn 5.5 -10.5 -3.8 7.7 -8.1
EPS (Reported) ¢ -1.6 -2.6 -0.8 -1.5 -1.6
EPS (Adjusted) ¢ -1.6 -2.6 -0.8 -1.5 -1.6
EPS Growth % N/A N/A N/A N/A N/A
PER (Adjusted) X N/A N/A N/A N/A N/A
EV/EBITDA X 35.9 126.2 39.4 271 23.6
Dividend ¢ 0.0 0.0 0.0 0.0 0.0
Yield % 0.0 0.0 0.0 0.0 0.0
Franking % 0 0 0 0 0
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Share Price: $0.215

Market Capitalisation: $104m
Financial Year End: June

PROFIT & LOSS (A$m) FY19A FY20A FY21IE FY22E FY23E
Operating revenue 10.8 10.3 18.8 24.5 24.5
COGS 0.0 0.0 0.0 0.0 0.0
Gross profit 10.8 10.3 18.8 24.5 24.5
Expenses -5.2 -8.5 -10.9 -10.9 -10.4
EBITDA 5.6 1.8 7.9 13.6 14.1
Depreciation -6.4 -8.0 -8.0 -16.0 -16.0
EBITA -0.8 -6.2 -01 2.4 -1.9
Amortisation 0.0 0.0 0.0 0.0 0.0
EBIT -0.8 -6.2 -0.1 -2.4 -1.9
Net Interest expense -4.7 -4.3 -5.4 -8.6 9.7
Minorities 0.0 0.0 0.0 0.0 0.0
Underlying PBT -5.5 -10.5 -5.5 -11.0 -11.6
Tax 0.0 0.0 1.6 838 3.5
Underlying NPAT -5.5 -10.5 -3.8 -7.7 -8.1
Underlying NPATA -5.5 -10.5 -3.8 1.7 -8.1
Significant items (net of tax) 0.0 0.0 0.0 0.0 0.0
Reported profit -5.5 -10.5 -3.8 7.7 -8.1
BALANCE SHEET (A$m) FY19A FY20A FY21IE FY22E FY23E
Assets

Cash 3.5 65.5 61.6 88.4 14.7
Receivables 2.0 315 3.4 3.4 3.4
PPE 118.5 179.8 287.2 361.7 346.1
Goodwill & Intangibles 4.6 4.7 4.7 4.7 4.7
Investments 0.0 0.0 0.0 0.0 0.0
Other assets 6.0 0.4 0.4 0.4 0.4
Total Assets 134.5 253.9 357.4 458.6 469.4
Liabilities

Payables 2.3 22.4 2.2 2.2 2.1
Debt 99.8 183.9 267.8 351.8 345.7
Provisions 3.9 3.9 3.9 3.9 3.9
Tax payable 0.4 0.4 0.4 0.4 0.4
Deferred Revenue 3.9 3.9 3.9 3.9 3.9
Other liabilities 15.8 28.0 28.0 28.0 28.0
Total Liabilities 126.1 2425 306.3 390.2 384.0
Equity

Share capital 41.9 62.5 62.5 62.5 62.5
Retained earnings -30.3 -40.8 -44.6 -52.4 -60.5
Other equity -3.2 -10.4 -10.4 -10.4 -10.4
Total shareholders equity 8.4 1.4 7.5 -0.2 -8.3
BV per share (cps) 25 2.8 1.5 0.0 -1.6
NTA per share (cps) 11 1.6 0.6 -0.9 -25
CASH FLOW (A$m) FY19A FY20A FY21IE FY22E FY23E
Cash at Start 11.0 3.5 65.5 61.6 88.4
Cash from operations 0.5 -4.1 2.6 8.3 7.9
Capex -6.4 -37.9 -0.4 -0.5 -0.5
Free cash flow -5.9 -42.0 2.2 7.8 7.4
Cash flow from investing -5.9 -0.1 -115.0 -90.0 0.0
Cash flow from financing 4.3 1041 108.9 108.9 18.9
Cash at end 3.5 65.5 61.6 88.4 14.7
Free cash flow per share (cps) 1.7 -10.2 0.4 1.5 1.4
GOCF / EBITDA 86% -43% 121% 116% 116%
FCF / Underlying cash NPAT 108% 399% -58% -101% -91%
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Rating: BUY

Price Target: $0.33

Upside/downside: 53%

Valuation: $0.33

Valuation method: DCF/Multiple

Risk: Speculative

EARNINGS FYI9A FY20A FY21E FY22E FY23E
EPS - Underlying (cps) -1.6 -2.6 -0.8 -1.5 -1.6
EPS Growth - Underlying -29% 58% -70% 93% 5%
EPS - Reported (cps) -1.6 -2.6 -0.8 -1.5 -1.6
Diluted shares (m) 339.2 412.6 497.5 518.3 518.3
DPS (cps) 0.0 0.0 0.0 0.0 0.0
Dividend Yield 0.0% 0.0% 0.0% 0.0% 0.0%
Payout Ratio 0% 0% 0% 0% 0%
Franking 0% 0% 0% 0% 0%
VALUATION FYI9A FY20A FY21E FY22E FY23E
P/E - Underlying (x) -13.3 -8.4 -27.9 -14.4 -13.7
EV/EBIT (x) -256.9 -35.7 -2562.7 -151.5 -173.9
EV/EBITA (x) -256.9 -35.7 -2562.7 -151.5 -173.9
EV/EBITDA (x) 35.9 126.2 39.4 271 23.8
Price/Book (x) 8.6 7.8 142 -673.6 -13.4
Price/NTA (x) 19.0 13.3 37.8 -22.8 -8.6
Price/FCF -12.3 -2.1 48.3 14.3 151
GROWTH FYI9A FY20A FY21E FY22E FY23E
Revenue growth nm -5% 83% 30% 0%
COGS growth nm 0% 0% 0% 0%
Expenses growth -48% 62% 28% 0% -5%
EBITDA growth -424% -68% 347% 72% 4%
PBT growth -27% 92% -48% 101% 5%
Underlying NPAT growth 27% 92% -64% 101% 5%
Reported NPAT growth -27% 92% -64% 101% 5%
MARGINS & RETURNS FY1I9A FY20A FY21IE FY22E FY23E
EBITDA Margin 51.7% 17.2% 42.1% 55.6% 57.6%
EBITA Margin -7.2% -60.9% -0.6% -9.9% -7.9%
NPBT Margin -50.6% -102.7% -29.2%  -451% -47.5%
ROIC -0.5% -3.6% 0.0% -0.7% -0.5%
ROE -46.2% -106.3% -40.5% -209.0% 192.2%
ROA -0.6% -3.2% 0.0% -0.6% -0.4%
Effective Tax Rate 30.0% 30.0% 30.0% 30.0% 30.0%
GEARING FYI9A FY20A FY21E FY22E FY23E
Net Debt 96.4 118.4 206.2 263.4 231.0
Enterprise value 200.7 222.7 310.5 367.7 335.3
Net Debt/EV (%) 48.0% 53.2% 66.4% 71.6%  68.9%
Net Debt/EBITDA (x) 17.2 67.1 26.2 19.4 16.4
EBITDA/Net Interest (x) 1.2 0.4 1.5 1.6 1.5
SEGMENT REVENUES (A$m) FYI9A FY20A FY21E FY22E FY23E
Kidston Stage 1 Solar 10.8 10.3 131 131 131
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Hydro deal imminent

. K2 Hydro close imminent: GNX has signed agreements with a number of key
stakeholders in the project over the past few months. In July, GNX agreed final
terms and pricing with the contractors responsible for the construction of the
250MW K2-Hydro project. Construction is forecast to take 45 months and cost
¢.$600m (including contingencies, excluding development costs and Powerlink
transmission line). This agreement is valid until 30 September 2020.

. J-Power signs new agreement: J-Power has also recently signed a new share
subscription agreement with GNX, with funds raised to be used primarily for
GNX’s equity stake in the K2-Hydro project. The terms of the agreement are
essentially the same as the agreement signed in June 2019:

- New shares to be issued to J-Power up to value of $25m, with a
minimum post-issue stake in GNX of 15% and a maximum of 20%.

— These terms imply an issue price floor of 25¢ and a cap of 35c. The
actual subscription price will be the higher of 5-Day VWAP either (a) at
K2H financial close; or (2) 5 days post-K2H financial close.

— J-Power will be able to appoint a director to the GNX board.

— J-Power will provide advisory services to GNX relating to the
development and operation of K2H.

. The agreement is subject to conditions, including (1) the approval of GNX
shareholders, (2) formal agreement on NAIF funding, (3) financial close on the
K2-Hydro project occurring prior to 31 December 2020, and (4) FIRB approval.

Fig.1: K2 - Hydro project external stakeholders

Energy offtake

(7, EnergyAustralia
w/ 9y Energy Storage Services Agreement signed with EnergyAustralia.

%’OWE” .Genexequity investor

SSA signed for up to $25m equity investment in Genex Power.

MCCONNELL Tt T 7} EPC Contractor/supplier of pump turbines
DOWELL ewsmennee secess * Binding EPC Contract ready to execute, Early Works Stage 1 completed, pricing and terms agreed.

Federal Government
Sole lender providing up to S610 million of long-term, concessional debt.
Board Investment Decision granted, to be updated for revised offtake arrangement.

Federal Government Grant Body
Discussions being finalised

Queensland Government
Construct and operate 275kV transmission line from Kidston to Mt Fox.
Offer to Cannect submitted, GPS approved, pricing revalidated.

7 Queensland Treasury/DNRME — co-funding of Transmission line
Government +  Discussions well advanced, to be concluded as a priority.

Source: Company reports

. Como battery project: In early August GNX revealed it is undertaking
development of a 50MW/75MWh lithium-ion battery project near Rockhampton
in central Queensland. It will be located near an existing substation and GNX is
currently working on a connection agreement with Powerlink. A tender is being
run to select the preferred battery supplier and it is possible that the project
could be operating by the end of CY21.

. Cost estimated at $50-60m: Based on similar projects in Australia, we estimate
the capital cost of battery storage is around $650-800k per MWh, which would
imply a total amount of around $50-60m. Funding for the project was not
outlined; we estimate gearing in the order of 40-60% would be likely, depending
upon the revenue model. We speculate that a hybrid model may be sought
(similar to Jemalong) where a minimum revenue level is locked in to support debt
payments, with the structure allowing for the sharing of potential upside.

baillieu.com.au E.L. & C. Baillieu Limited ABN 74 006 519 393 Please read the disclaimer at the end of this report 3



EL&C Baillieu Research
28 August 2020

Fig.2: Overview of GNX projects
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SR idston Stage 1 Status Counterparty Revenue Model
S0MW Solar Project Production Queensland 20-year Government Revenue Guarantee.
(since 2017) Government Selling into National Energy Market
Jemalong Solar Status Counterparty Revenue Model
50MW Solar Project Under Construction @A»AEMO Merchant/Spot
. K2-Hydro Status Counterparty Revenue Model

250MW Pumped Hydro Project

Development

Long term rental over the pumped hydro

G EnergyAustralia

assets

Status
Development

Revenue Model
Contract/Merchant

Counterparty
50MW/75MWh Large Scale To be confirmed

Battery Energy Storage System

K3-Wind Status Counterparty Revenue Model
150MW Wind Project Feasibility To be confirmed To be confirmed

1 Status Counterparty Revenue Model
Feasibility To be confirmed To be confirmed

K2-Solar
Up to 270MW Solar Project

Source: Company reports

. Equity raising: GNX raised $21m of equity on 10 August, with an SPP raising up to
$7m also underway, both at $0.22 per share. Funds are to be used for
development costs on the K2H and Como projects and general working capital.
Funding for GNX's stake in the K2H project will come under the agreement with
J-POWER to subscribe for up to $25m worth of GNX shares and take a 15-20%
stake in the company. The agreement implies a floor purchase price of 25cps
and a ceiling price of 35cps.

Fig.3: GNX estimated future renewable energy output

Houses Powered
(Calendar Year)

@ 22,070

Clean Energy Maximum Generation
Production  (Calendar Year)

Offsets CO, Production
(Calendar Year)

@ 120,000t of CO,

2020 KS1: 50MW - 145,000MWh
KS1: 50MW - 145,000MWh
2021 JSP:SOMW7128,7OOMWh @249,166‘[ of CO, @45,826
@ Como: 50MW - 27,375MWh
370MW-1,056,700MWh
@ 250MW - 730,000MWh
2024 @ 1,936,282t of CO, @ 356,115

@ 150MW—525,600MWh
@50MW*27,375MWH

Source: Company reports
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Appendix

Fig.4: Long-term momentum indicators
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Fig.5: Short-term momentum indicators
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Analysts’ stock ratings are defined as follows:

Buy: The stock’s total return is expected to increase by at least 10-15 percent from the
current share price over the next 12 months.

Hold: The stock’s total return is expected to trade within a range of £10-15 percent
from the current share price over the next 12 months.

Sell: The stock’s total return is expected to decrease by at least 10-15 percent from
the current share price over the next 12 months.

EL&C Baillieu Analysts’ stock ratings distribution as of 06 August 2020:
Buy: 66%

Hold: 25%

Sell: 9%

Disclosure of potential interest and disclaimer:

E.L. & C. Baillieu Limited (EL&C Baillieu) and/or its associates may receive commissions,
calculated at normal client rates, from transactions involving securities of the companies
mentioned herein and may hold interests in securities of the companies mentioned
herein from time to time. Your adviser will earn a commission of up to 55% of any
brokerage resulting from any transactions you may undertake as a result of this advice.

When we provide advice to you, it is based on the information you have provided to us
about your personal circumstances, financial objectives and needs. If you wish to rely on
our advice, it is important that you inform us of any changes to your personal investment
needs, objectives and financial circumstances.

If you do not provide us with the relevant information (including updated information)
regarding your investment needs, objectives and financial circumstances, our advice
may be based on inaccurate information, and you will need to consider whether the
advice is suitable to you given your personal investment needs, objectives and financial
circumstances. Please do not hesitate to contact our offices if you need to update your
information held with us. Please be assured that we keep your information strictly
confidential.

No representation, warranty or undertaking is given or made in relation to the accuracy
of information contained in this advice, such advice being based solely on public
information which has not been verified by EL&C Baillieu.

Save for any statutory liability that cannot be excluded, EL&C Baillieu and its employees
and agents shall not be liable (whether in negligence or otherwise) for any error or
inaccuracy in, or omission from, this advice or any resulting loss suffered by the
recipient or any other person.

Past performance should not be taken as an indication or guarantee of future
performance, and no representation or warranty, express or implied, is made regarding
future performance. Information, opinions and estimates contained in this report reflect
a judgment at its original date of publication and are subject to change without notice.
The price, value of and income from any of the securities or financial instruments
mentioned in this report can fall as well as rise. The value of securities and financial
instruments is subject to exchange rate fluctuation that may have a positive or adverse
effect on the price or income of such securities or financial instruments.

EL&C Baillieu assumes no obligation to update this advice or correct any inaccuracy
which may become apparent after it is given.
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