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KTG Energie is a research client of Edison Investment Research Limited 

Since our initiation, KTG Energie has delivered on execution, upgraded its 
earnings and dividend guidance and funded growth through a capital 
increase. We upgrade our forecast and fair value estimate. The company 
offers an attractive combination of high growth, visibility and yield. 

Year end Revenue 
(€m) 

PBT* 
(€m) 

EPS* 
(€) 

DPS 
(€) 

P/E 
(x) 

Yield 
(%) 

10/13 54.3 2.7 0.26 0.40 41.9 3.7 
10/14e 66.6 4.5 0.53 0.45 20.5 4.1 
10/15e 85.7 8.1 0.90 0.50 12.1 4.6 
10/16e 99.3 11.3 1.25 0.60 8.7 5.5 

Note: *PBT and EPS are normalised, excluding intangible amortisation, exceptional items 
and share-based payments. 

Execution on track 
Since our initiation of coverage, management has executed in line with 
expectations. KTG Energie now has 53MW of installed capacity, commissioned in 
time for its end-July 2014 targets. Given that, it is able to claim the old feed-in tariff 
remuneration before the August 2014 reduction. The company has announced a 
further 3MW of capacity expansion, also under the old feed-in tariff regime before 
the end of 2014. We expect 60MW of installed capacity for 2015. 

Increased dividend 
Management has announced an upgraded dividend of €0.45/share for 2014. This 
results in a yield of 4.1%, which further underpins the company’s yield attraction, at 
the high end of its peer group alongside the company’s growth potential.  

Capital increase for growth 
KTG raised €5.9m through a capital increase of 500k shares in September. We 
believe this will be used to fund the equity requirement for the next round of growth 
projects. We suggest that balance sheet risk will not be materially affected due to 
the company’s high levels of leverage. 

We update our forecast 
We have increased our EBIT forecast following the company’s upgrade to its 
guidance, the balance of which feeds through to our EPS forecast increasing from 
€0.5 to €0.53 for 2014 and from €0.85 to €0.9 for 2015. This outweighs the impact 
from the capital increase. Our free cash flow improves to -€30.8m from -€33m due 
to the capital increase. 

Valuation: Upgrade to €17 
As a result of our increased forecast, our DCF fair value increases to €17. Longer 
asset lives can add in the order of €2/share to our value. Each 0.01c/kWh change 
in achievable regulated revenues has a 3.3% impact on our valuation.  
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Execution, greater yield and some balance sheet relief 

Since our initiation of coverage, KTG has executed in line with expectations, expanded capacity, 
raised fresh capital for growth and increased the dividend. These should have a positive impact on 
market confidence and further underpins the yield attraction. 

Execution on track 
The company has delivered a new milestone with respect to its asset base growth. In line with 
management’s targets and our expectations, installed capacity reached 53MW at the end of July. 
Further, the company announced it will be looking to increase capacity by 3MW by the end of 2014 
and to optimise that capacity in 2015. According to management, that new capacity will still benefit 
from the feed-in tariff regime of 2012 (see below), thus it should obtain a remuneration of 
18.6c/kWh. 

We forecast installed capacity will grow to 60MW for 2015. We expect this to be a combination of 
new build and acquisitions and to follow the business model of proximity to the parent company to 
secure feedstock advantage. 

KTG Energie’s parent company relationship puts it in a unique position through its ability to source 
very competitively priced, geographically close and sustainable feedstock. Those competitive 
advantages on feedstock are now becoming more valuable as the new tariff framework, in place 
since August 2014, has reduced available remuneration. The basic feed-in tariff is now 11.78c/kWh 
for plant up to 500kW and 10.55c/kWh for plant under 5MW, compared to 1.86c/kWh under the 
previous regime. Many biogas assets in Germany, particularly those based on corn as the primary 
feedstock, are becoming unviable under the new framework. 

Management has reiterated its guidance of 2014 EBITDA of €19-20m, in line with our earlier 
expectations. There was a small increase to EBIT guidance: the company is now looking for 2014 
EBIT of €12-12.5m. The additional 3MW capacity increase should bring like-for-like revenues for 
2016 above €83m and EBITDA above €23m. Both are in line with our original forecast. 

Exhibit 1: Installed capacity and revenues 

 
Source: KTG Energie, Edison Investment Research 

Yield attraction further enhanced with dividend increase 
KTG currently yields 4.1%, which is at the high end of its peer group. Management has recently 
increased its dividend outlook. We suggest there is strong commitment to a sizeable payout, not 
least due to the parent company’s majority ownership. Minority shareholders benefit to obtain the 
rare combination of a high-growth, high-yield name. 
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Update to our forecast 

More favourable margin outlook and dividend adjustment 
Our revenue and EBITDA forecast remains broadly unchanged. A small tweak to availabilities has 
reduced 2014 revenues, but that is compensated for by a higher gross margin. We have increased 
our EBIT margin to reflect the latest guidance: we now forecast €12.2m EBIT (up from €11.5m) for 
2014. 

As a result of the capital increase (see below), there is a small impact on interest expense, but that 
is largely balanced by the new bond. Our net interest expense figure increases by €200k to €7.7m. 
Despite this change, the higher EBIT margin is responsible for our EPS 2014e increasing to €0.53 
(up from €0.50). Our 2015e EPS increases by 5.8% to €0.90. 

The additional capacity build for 2014 (see above) is reflected in our current forecast; we see this 
as an advance on our 2015 build assumption. Our 2016 revenue forecast therefore remains 
unchanged. The impact of management’s update is that the secured earnings base targeted by the 
company has moved forward. 

We have further incorporated the updated dividend outlook. We now forecast €0.45 for 2014 and 
€0.5 for 2015. 

Capital increase for growth more than for the balance sheet 
KTG has issued new equity in an accelerated placement to support its growth financing. It has 
raised €5.9m. The capital increase has provided the company with cash flow that will cover part of 
capex for 2014. Nevertheless, net cash flow remains negative to the tune of €30.9m for 2014. While 
we see it as a positive that the placement was a success, it does not fully address our concerns 
over leverage. 

Management indicates that the new finance will cover the equity requirement for new growth 
finance. With that, the impact on balance sheet leverage is limited. There is a 220% improvement in 
net gearing from our model pre-capital increase. However, leverage remains high at 586% net 
gearing and 7x net debt/EBITDA. 

Exhibit 2: Balance sheet and liquidity 
Liquidity   2012 2013 2014e 2015e 2016e 2017e 2018e 2019e 2020e 
Net debt/EBITDA  8.32 9.47 7.73 7.02 6.40 5.80 5.07 4.62 4.16 
Gross debt/total 
assets 

 57% 64% 68% 70% 71% 69% 68% 66% 65% 

Gross debt/equity  5.21 6.74 6.36 6.77 6.29 5.38 4.64 4.11 3.69 
Net gearing  406% 629% 586% 627% 586% 501% 398% 321% 258% 
Cash interest cover  3.19 1.10 1.80 1.43 2.08 2.64 2.94 3.25 3.43 
Source: KTG Energie, Edison Investment Research. 

We note management’s view that high leverage ties in with long-term stable cash flows and the 
company’s project finance structure. Management asserts that high leverage, in the order of 75% 
debt/equity, is sustainable due to the stable nature of cash flows and their high degree of visibility. 
However, we reiterate our view that the corporate level as a whole needs to be considered. Under 
that consideration we point to refinancing in 2018 and corporate leverage risk in a context of high 
cash burn. Project finance lenders may consider that risk when assessing new credit. We also 
reiterate our view that there is debt service risk on existing assets and refinancing risk from 2018. 

We expect there will be a further financing requirement in the future for either growth and/or 
balance sheet structure improvement. 
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Valuation 

Our upgrade to our forecast and the reduction in net debt feeds through to our DCF fair value 
increasing to €17. 

We value KTG on a three-phase DCF approach based on long-term normalised assumptions (risk-
free rate 4.0%, equity risk premium 4.5%, 35% equity ratio based on the assumption that KfW loans 
will refinance; WACC 6.2%). For more details of our valuation approach see our Outlook note.  

Our explicit forecast period runs for three years beyond the growth phase, to 2020. The company 
then moves into a first mature phase to 2023. This is followed by the second mature stage, during 
which decommissioning begins. The third stage runs until 2037 when we assume decommissioning 
of the last plant. We have not included any terminal value. 

http://www.edisoninvestmentresearch.com/research/report/ktg-energie
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Exhibit 3: Financial summary 
  €'000s 2012 2013 2014e 2015e 2016e 2017e 
Year end October   IFRS IFRS IFRS IFRS IFRS IFRS 
PROFIT & LOSS          
Revenue     37,726 54,308 66,605 85,726 99,297 108,605 
Cost of Sales   (14,056) (27,433) (29,639) (40,291) (46,669) (51,045) 
Gross Profit   23,671 26,875 36,966 45,435 52,627 57,561 
EBITDA     9,049 13,218 20,189 26,552 31,674 35,096 
Operating Profit (before amort. and except.) 5,981 7,985 12,166 17,476 21,878 24,749 
Intangible Amortisation   0 0 0 0 0 0 
Exceptionals   (4,080) (264) 0 0 0 0 
Other   0 0 0 (1) 0 0 
Operating Profit   1,901 7,720 12,166 17,475 21,878 24,749 
Net Interest   (3,230) (5,320) (7,667) (9,342) (10,583) (11,023) 
Profit Before Tax (norm)     2,751 2,665 4,499 8,134 11,295 13,727 
Profit Before Tax (FRS 3)     (1,329) 2,401 4,499 8,133 11,295 13,727 
Tax   (289) (1,077) (1,260) (2,278) (3,163) (3,844) 
Profit After Tax (norm)   2,462 1,587 3,239 5,857 8,133 9,883 
Profit After Tax (FRS 3)   (1,619) 1,324 3,239 5,856 8,133 9,883 
         Average Number of Shares Outstanding (m)  6.0 6.0 6.1 6.5 6.5 6.5 
EPS - normalised (€)     0.4 0.3 0.5 0.9 1.3 1.5 
EPS - normalised fully diluted (c)     41.0 26.5 52.9 90.1 125.1 152.1 
EPS - (IFRS) (€)     (27.0) 22.1 52.9 90.1 125.1 152.1 
Dividend per share (c)   0.0 40.0 45.0 50.0 60.0 75.0 
         Gross Margin (%)   62.7 49.5 55.5 53.0 53.0 53.0 
EBITDA Margin (%)   24.0 24.3 30.3 31.0 31.9 32.3 
Operating Margin (before GW and except.) (%)  15.9 14.7 18.3 20.4 22.0 22.8 
         BALANCE SHEET         
Fixed Assets     115,763 158,048 190,525 212,949 227,653 232,306 
Intangible Assets   889 862 862 862 862 862 
Tangible Assets   114,872 157,184 189,661 212,085 226,788 231,442 
Investments   2 2 2 2 2 2 
Current Assets     54,630 50,260 58,493 72,582 80,447 83,501 
Stocks   15,078 11,474 12,180 16,558 18,924 20,278 
Debtors   17,037 28,657 31,779 40,021 45,520 47,220 
Cash   21,496 8,971 13,378 14,846 14,846 14,846 
Other   1,019 1,157 1,157 1,157 1,157 1,157 
Current Liabilities     (4,286) (5,678) (3,996) (5,144) (5,859) (6,136) 
Creditors   (4,286) (5,678) (3,996) (5,144) (5,859) (6,136) 
Short term borrowings   0 0 0 0 0 0 
Long Term Liabilities     (147,536) (182,720) (218,398) (250,663) (267,634) (269,081) 
Long term borrowings   (96,805) (134,190) (169,456) (201,191) (217,548) (218,323) 
Other long term liabilities   (50,731) (48,529) (48,942) (49,472) (50,086) (50,758) 
Net Assets     18,571 19,910 26,624 29,725 34,607 40,591 
         CASH FLOW         
Operating Cash Flow     10,308 5,852 13,832 13,332 21,976 29,147 
Net Interest    (3,230) (5,320) (7,667) (9,342) (10,583) (11,023) 
Tax   0 0 0 0 0 0 
Capex   (38,559) (23,273) (40,500) (31,500) (24,500) (15,000) 
Acquisitions/disposals   0 (6,558) 0 0 0 0 
Financing   0 0 5,875 0 0 0 
Dividends   0 0 (2,400) (2,756) (3,250) (3,900) 
Net Cash Flow   (31,481) (29,299) (30,860) (30,266) (16,357) (775) 
Opening net debt/(cash)     0 75,309 125,219 156,079 186,345 202,701 
HP finance leases initiated   0 0 0 0 0 0 
Other     0 (0) (0) 0 
Closing net debt/(cash)     75,309 125,219 156,079 186,345 202,701 203,476 
Source: Edison Investment Research, KTG Energie accounts. Note *Under German GAAP, assets are valued at acquisition cost. IFRS 
would mark assets to market and thereby lead to higher net assets. 
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks 
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is 
authorised and regulated by the Financial Conduct Authority (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. 
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research 
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not 
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
DISCLAIMER 
Copyright 2014 Edison Investment Research Limited. All rights reserved. This report has been commissioned by KTG Energie and prepared and issued by Edison for publication globally. All information used in the 
publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report 
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This 
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States 
by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition 
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about 
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be 
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or 
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and 
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any 
securities mentioned or in the topic of this document. A marketing communication under FCA rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence 
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any 
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as 
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not 
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, 
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. 
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or 
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class 
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To 
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any 
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2014. “FTSE®” is a trade mark of the 
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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