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1-Year Target Price: 1.00$ 

1-Year ROR 79%

Price Close $0.56

52 Wk Range $0.47 - $1.05

Market Cap ($000)

Avg Trading Volume 90,590

Fiscal Year End Dec.31

Shares OS (basic) (000)

Shares OS (fd) (000)

Float (000)

Net Debt ($000)

EV ($000)

Estimates 2010A 2011E 2012E

US$m (except for share data).

Revenue Q1 -      7.3      A 9.2       

Q2 0.1      17.8    A 19.9     

Q3 6.8      18.2    A 20.1     

Q4 4.6      7.4      7.4       

Year 11.6    50.7    56.6     

EBITDA Q1 (2.0)     5.4      A 5.4       

Q2 (2.2)     13.2    A 15.3     

Q3 2.1      15.1    A 15.2     

Q4 (0.3)     3.8      3.4       

Year (2.4)     37.5    39.3     

CFPS Q1 (0.01)$ 0.03$  A (0.01)$  

Q2 (0.01)$ 0.07$  A 0.04$   

Q3 0.01$  0.08$  A 0.04$   

Q4 (0.00)$ (0.02)$ (0.02)$  

Year (0.02)$ 0.15$  0.04$   

Valuation: 12X 2012 EV/EBITDA & 7% DCF

Snapshot

Description: Etrion is a leading solar power producer in Italy 

with over 47 MW online, over 10 MW under construction and a 

pipeline of 200 MW. 
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Etrion Corp. (TSX:ETX) 
 

Stock Rating:     Buy 

Prior:   Hold               

Risk Rating: High 
 
 

 

November 14, 2011 

Reports Solid Q3 

 
 

Event:  

Q3 results were solid. Sales of $18 million beat our estimates by $1 

million and EBITDA of $15 million exceeded our estimate by $3 million.  

Impact/ Implications: 
 

 As O&M is largely fixed the $1 million additional sales falls straight to 

the EBITDA line. 

 Good corporate control added another $700k to EBITDA and EPC-

related cost settlements on delayed COD dates added $600k. 

 Etrion made the final drawdown on project financing for the last 10 

MW and repaid the €28 million bridge loan to the Lundin family. 

 Etrion has completed its 60 MW program and there are no plants 

under construction. However we do not expect Etrion to stand pat. 

The €28 million bridge loan is repaid but still available. PV prices are 

falling rapidly making PPA prices attractive enough in some 

jurisdictions.   

Recommendation: 

Our BUY rating and one-year price target of $1.00 is maintained. 
 

An asset sale scenario yields a valuation of $1.16. A market multiple of 

12x EV/EBITDA yields a valuation of $0.61 so we see limited downside. 

Etrion has completed its 60 MW program – the next growth phase is not 

clear. Our model only includes the 60 MW online. 
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Details 

 EBITDA handily exceeded our 

estimate by $3 million.  

 Sales beat our estimates by $1 

million as generation exceeded 

management’s expectations by 10%.  

 Lower O&M contributed to better than 

expected EBITDA. This is a 

continuing benefit as the O&M 

contract fees are nil in the first two 

years and ~€30,000/MW annually 

thereafter.  

 Below the EBITDA line costs are not 

meaningful to us as IFRS likes to 

account for non-cash events that will 

never occur. 

 

Summary of Operating Assets 

  

Standing Pat?  

Etrion has completed its 60 MW program and there are no plants under construction. However 

we do not expect Etrion to stand pat. The €28 million bridge loan is repaid but still available. PV 

prices are falling rapidly making PPA prices attractive enough in some jurisdictions.   

Valuation 

ETX trades in the 11x-12x EV/EBITDA range. Market multiples for project companies have 

contracted to below what we believe asset sales would yield. At a 7% DCF ETX is valued at 

$1.16 per share (Exhibit 3). Who would pay 7%? - a utility or large IPP with a cost of capital of 

5%. A public market multiple of 12x EV/EBITDA yields $0.61 per share so we see limited 

downside. 

 

Exhibit 2: Summary of Etrion’s Operating Solar Plants 

 

Source:  Company documents, Jacob Securities 

Project Online MW Capex Debt Equity Sales EBITDA PPA Price Debt/

Date €m €m €m €m €m %EBITDA MWh FIT MKT Total €m/MW Capex

Helios ITA Q1 2010 6.4         38.6       35.3       4.4         5.0         4.3         86% 56,064      354        80          434        6.0         91%

Cassiopea Q4 2009 23.9       142.4     107.2     35.2       18.7       16.3       87% 209,364    361        80          441        6.0         75%

Centauro Q3 2010 8.8         51.8       38.4       13.8       6.7         5.8         87% 77,088      346        80          426        5.9         74%

SVE Q4 2010 3.0         16.5       13.3       3.4         2.3         1.9         83% 26,280      346        80          426        5.5         81%

Borgo Piave Q4 2010 3.5         12.3       10.3       1.8         2.1         1.7         81% 30,660      346        80          426        3.5         84%

Rio Martino Q4 2010 1.7         6.3         5.3         0.9         1.1         0.8         73% 14,892      346        80          426        3.7         84%

Brindisi Q3 2011 5.0         20.9       17.6       3.4         2.8         2.4         85% 43,800      250        80          330        4.2         84%

Mesagne Q3 2011 5.0         20.9       17.6       3.5         2.8         2.4         85% 43,800      250        80          330        4.2         84%

Nettuno Q4 2011 2.6         10.9       9.2         1.7         1.2         0.9         78% 22,776      250        80          330        4.2         84%

Online 2011 59.9       320.7     254.2     68.1       42.6       36.4       85% 524,724    

 

Exhibit 1: Summary of Results 

 
 

In $US thousands 

 

Source: Company documents, Jacob Securities  

Actual

Q3-2011 Fav (Unfav)

Fcst Actual vs Fcst

Sales 17,211    18,219    1,008      

O&M 1,377      667          710          

Project EBITDA 15,834    17,552    1,718      

%GM to sales 92.0% 96.3%

SG&A 3,659      2,995      664          

EPC related (income) costs -           (579)        579          

Corporate EBITDA 12,175    15,136    2,961      

%SG&A to sales 21.3% 16.4%

%EBITDA 70.7% 83.1%
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Key Risks to Target Price 

The current equity market is the key risk to growth as ETX’s share price does not support an 

equity-financed growth plan. Italy has a strong resale solar PV market (free cash flowing assets 

are still desireable) and we believe a partial asset sale is a viable alternative to finance further 

growth. Sell one, build two, is a viable growth model. Our forecast only includes the online 60 

MWs and thus financing risk and political risk (adverse changes to incentives) is mostly 

eliminated. The Lundin family’s demonstrated support (€60 million and €28 million bridge loans) 

offers another financing alternative. 

Investment Conclusion  

Our BUY rating and one-year price target of $1.00 is maintained. 

 

 

Exhibit 3 Asset Sale vs. Public Markets  

 

Source:  Jacob Securities 

2012 Valuation Asset Sale Public

Project EBITDA 51,484      Corporate EBITDA 39,293      

Unlevered tax 10,386      EV at 12x 471,510    

FCF 41,097      Net debt (357,193)  

DCF at 7% 587,104    Equity value 114,317    

Net debt (357,193)  Shares 187,536    

Head office closing costs (12,191)    Per share value 0.61$        

Net value 217,719    

Shares 187,536    

Per share value 1.16$        



 
 

Jacob Securities Inc., 199 Bay Street, Suite 2901, Toronto, ON M5L 1G1 +1-416-866-8300 www.jacobsecurities.com   Page 3  
 

     JSI 

 v. 

 

 

JACOB SECURITIES INC. 
EQUITY RESEARCH 

 

Etrion Corp. (TSX:ETX) 
November 14, 2011 

 Appendix: Important Disclosures 
 

Analyst Certification: Each authoring research analyst and associate of Jacob Securities Inc. (“Jacob Securities”) whose name appears on the 
front page of this investment research hereby certifies that (i) the recommendations and opinions expressed in this 
investment research accurately reflect the authoring analyst’s personal, independent and objective views about any and 
all of the designated investments or relevant issuers discussed herein that are within such authoring analyst’s coverage 
universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related to the 
specific recommendations or views expressed by the authoring analyst in the investment research.  

 The compensation of Research Analysts is intended to reflect the value of the services they provide to the clients of Jacob 
Securities. As with most other employees, the compensation of Research Analysts is impacted by the overall profitability 
of the firm, which may include revenues from investment banking activities of the firm's Corporate Finance department. 
Research Analysts' compensation is not, however, directly related to any specific corporate finance transactions. 

Company Disclosures:  NA 

Ratings & Risk Rankings: Each analyst assigns a rating that is appropriate to the analyst`s view of how that stock will perform (total return basis) 
over the next 12 months on an absolute basis. At times the anticipated total returns may fall outside of the general ranges 
stated below due to near-term events, market conditions or stock volatility or, in some cases, company-specific corporate 
structures that result in consistently high yields. 

Ratings.    
Buy: Anticipate total return appreciation generally in excess of 15% over the next 12 months. 
Speculative Buy: Anticipate total return appreciation generally in excess of 25% over the next 12 months, however, the 
company is either pre-revenue, has negative cash flow, or a major unpredictable event may occur within 12 months. 
Hold: Anticipate limited total return (general appreciation less than 15% [or 25% for speculative rated stocks] or decline 
less than 10%) over the next 12 months. 
Reduce: Near term price outlook is for a negative return; however the long term outlook is for a positive return. 
Sell: Near term and long term return is expected to be negative. 

Risk Rankings.  
Low: Low financial and operations risk, high predictability of financial results, low stock volatility. 
Medium: Moderate financial and operations risk, moderate predictability of financial results, moderate stock volatility. 
High: High financial and or operation risk, low predictability of financial results, high stock volatility. 

Research Distribution: Jacob Securities distributes research through Bloomberg, Thomnson One, Capital IQ and client email lists.  

Analyst Trading:   Jacob Securities does not permit analysts to own or trade securities of the companies they cover. 

Risk Qualifier:  The information contained in this investment research has been compiled by Jacob Securities from sources believed to 
be reliable, but no representation or warranty, express or implied, is made by Jacob Securities its affiliated companies or 
any other person as to its fairness, accuracy, completeness or correctness. Jacob has not independently verified the 
facts, assumptions, and estimates contained herein. All estimates, opinions and other information contained in this 
investment research constitute Jacob Securities’ judgement as of the date of this investment research, are subject to 
change without notice and are provided in good faith but without legal responsibility or liability.  

 This investment research is provided for information purposes only and does not constitute an offer or solicitation to buy 
or sell any designated investments discussed herein in any jurisdiction where such offer or solicitation would be 
prohibited. As a result, the designated investments discussed in this investment research may not be eligible for sale in 
some jurisdictions. This investment research, is not, and under no circumstances should be construed as, a solicitation to 
act as a securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on 
the business of a securities broker or dealer in that jurisdiction. To the fullest extent permitted by law, none of Jacob 
Securities, its affiliated companies or any other person accepts any liability whatsoever for any direct or consequential 
loss arising from or relating to any use of the information contained in this investment research. 

Jacob Securities Inc. is a member of the Investment Industry Regulatory Organization of Canada (IIROC) and Canadian 
Investor Protection Fund (CIPF).This research report is intended for Institutional and Accredited Investors. Please do not 
forward without the expressed written consent of Jacob Securities. Disclosure for Clients Outside of Canada. Jacob 
Securities is a registered entity in Canada only. As such, this research report was not prepared subject to any disclosure 
or disclaimer requirements outside of Canada. 

This material is not directed to, or intended for distribution to or use by, any person or entity if Jacob Securities is 
prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to such person or entity. 
This report may not be reproduced, re-distributed or passed to any other person or published in whole or in part for any 
purpose without the prior consent of Jacob Securities. Additional information is available upon request. 

Ratings Distributions: Buy:  22% 
   Speculative Buy: 43% 
   Hold:  30% 
   Reduce:  0% 
   Sell:  4% 
   Restricted: 0% 

© Jacob Securities Inc. All rights reserved. 


