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Hazer Group

A$14.7m new capital raised; Material CDP progress
de-risks target start-up in 2023

Hazer group (“HZR”) has completed a A$14.7m equity raise, following the
achievement of key de-risking milestones at its Commercial Demonstration Plant
(“CDP”), announced on 315t July. These key advancements should ensure the
second phase of the CDP remains on track to commence ‘hot operations’ in
H2’23. Upon completion, the CDP will be the first fully integrated demonstration
of the Hazer process in producing hydrogen and graphitic carbon, representing
an important next step in full commercialisation of the technology. CDP ramp up
will also provide valuable optimisation data ahead of the final investment
decision for the Hazer-BC Project expected in H1’24. To ensure the delivery of the
CDP, as well as strengthening HZR’s funding position, the company announced a
3 for 16 Entitlement Offer (issue price: A$0.48/sh) on 315t July. The Offer closed
on 18th August, raising gross proceeds of $14.7m, including a A$6m portion
underwritten by Viriathus Capital Pty Ltd. Inclusion of the new capital raised
dilutes our target valuation by ~14% to A$1.73/sh, offering 249% upside to the
current share price. We expect further positive news flow in H2’23 as the CDP
progresses to ‘hot operations’.

Successful completion of Entitlement Offer - A$14.7m raised

HZR has announced the closing of the non-renounceable pro-rata entitlement
offer, raising A$14.7m. Under the Entitlement Offer, eligible shareholders were
invited to subscribe for 3 new ordinary shares for every 16 existing shares, at an
issue price of A$0.48 per share, with an attaching new option, on a 1 for 2 new
shares basis, at A$0.75 exercise price and expiring on 28t Feb 2025. Eligible
shareholders were also able to apply for any shortfall. Roughly 50% of the
entitlements on offer were taken up, representing proceeds of ~A$7.7m, with
these New Shares and New Options due to be issued on 2274 August. In addition,
partial underwriting was secured for A$6m by Viriathus Capital Pty Ltd, also the
lead manager, with some directors participating as sub-underwriters, bringing
gross proceeds to A$14.7m, including the shortfall offer. Funds raised will
support operational performance from the CDP post start-up, advance Hazer’s
existing commercial projects in North America, Japan, and France, and unlock
further opportunities in target markets.

CDP key milestones support scheduled H2’23 start-up

Construction and “Phase 1” commissioning of the CDP was completed in Jun’22
and “Phase 2” of the CDP (‘hot operations’) remains on schedule for H2’23. Initial
challenges with the fabrication and supply of high temperature materials from
China, as well as the heat-exchange vessel suffering failure during the
manufacturing process, resulted in a delay to procurement of the two key CDP
components. However, the replacement heat exchanger has now passed the
critical heat treatment milestone where failure occurred last year and the hot
reactor materials from Forgiatura Morandini for the existing hot-wall reactor
design have been manufactured and successfully passed inspection, ahead of the
September fabrication target. The delivery and installation of the reactor and heat
exchanger equipment are key enablers for the transition to hot operations and
will facilitate the early commissioning of the CDP in Q3/Q4’23. We expect the
commissioning of the CDP to be a key milestone and provide a large amount of
data for the Hazer process’ scalability and journey to commercialisation through
its projects around the world.

Valuation: A$1.73/sh target price for 249% upside potential

We value HZR as a capex-lite business, with a 3% royalty on hydrogen and carbon
sales, and a licencing fee of A$46/t of Hazer Process capacity installed or under
construction. We assume first output from HZR facilities from Jan’26, ramping
up to 500ktpa of H. capacity by 2031E. We use hydrogen and carbon prices of
US$5/kg and US$300/t respectively, driving an unlevered DCF for HZR of
A$908m, to which we apply a target P/NAV of 0.4x to account for early-stage
risk. We adjust for net cash and assumed capex for the Hazer-BC project, while
noting HZR is likely to be carried for its share. Post completion of the Entitlement
Offer, this delivers a risked valuation of A$1.73/sh, offering 249% upside to the
current share price.

GICS Sector Energy
Ticker ASX:HZR
Market cap 18-Aug-23 (US$m) 54.2
Share price 18-Aug-23 (A$) 0.495
Target price June-24 (A$) 1.73
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Heat exchanger successfully completes heat treatment

Source: Company reports

Hazer’s Key Activities through to the end of 2024
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Disclaimer

This Document has been prepared by H&P Advisory Limited (“H&P”). It is protected by international copyright laws and is for the recipient’s use in
connection with considering a potential business relationship with H&P only. This Document and any related materials are confidential and may not be
distributed or reproduced (in whole or in part) in any form without H&P’s prior written permission.

By accepting or accessing this Document or any related materials you agree to be bound by the limitations and conditions set out herein and, in particular,
will be taken to have represented, warranted and undertaken that you have read and agree to comply with the contents of this disclaimer including, without
limitation, the obligation to keep information contained in this Document and any related materials confidential.

This Document does not represent investment research for the purposes of the rules of the Financial Conduct Authority (“FCA Rules”). To the extent it
constitutes a research recommendation, it takes the form of NON-INDEPENDENT research for the purposes of the FCA Rules. As such it constitutes a
MARKETING COMMUNICATION, has not been prepared in accordance with legal requirements designed to promote the independence of investment
research and is not subject to any prohibition on dealing ahead of dissemination of investment research.

The information contained herein does not constitute an offer or solicitation to sell or acquire any security or fund the acquisition of any security by anyone
in any jurisdiction, nor should it be regarded as a contractual document. Under no circumstances should the information provided in this Document or any
other written or oral information made available in connection with it be considered as investment advice, or as a sufficient basis on which to make
investment decisions. This Document is being provided to you for information purposes only.

The distribution of this Document or any information contained in it and any related materials may be restricted by law in certain jurisdictions, and any
person into whose possession this Document or any part of it comes should inform themselves about, and observe, any such restrictions.

The information in this Document does not purport to be comprehensive and has been provided by H&P (and, in certain cases, third party sources) and has
not been independently verified. No reliance may be placed for any purposes whatsoever on the information contained in this Document or related
materials or in the completeness of such information.

The information set out herein and in any related materials reflects prevailing conditions and our views as at this date and is subject to updating,
completion, revision, verification and amendment, and such information may change materially. H&P is under no obligation to provide the recipient with
access to any additional information or to update this Document or any related materials or to correct any inaccuracies in it which may become apparent.
Whilst this Document has been prepared in good faith, neither H&P nor any of its group undertakings, nor any of its or their respective directors, members,
advisers, representatives, officers, agents, consultants or employees makes, or is authorised to make any representation, warranty or undertaking, express
or implied, with respect to the information or opinions contained in it and no responsibility or liability is accepted by any of them as to the accuracy,
completeness or reasonableness of such information or opinions or any other written or oral information made available to any party or its advisers.
Without prejudice to the foregoing, neither H&P nor any of its group undertakings, nor any of its or their respective directors, members, advisers,
representatives, officers, agents, consultants or employees accepts any liability whatsoever for any loss howsoever arising, directly or indirectly, from use of
this Document and/or related materials or their contents or otherwise arising in connection therewith. This Document shall not exclude any liability for, or
remedy in respect of, fraudulent misrepresentation.

All statements of opinion and/or belief contained in this Document and all views expressed and all projections, forecasts or statements regarding future
events or possible future performance represent H&P’s own assessment and interpretation of information available to it as at the date of this Document.
This Document and any related materials may include certain forward-looking statements, beliefs or opinions. By their nature, forward-looking statements
involve risk and uncertainty because they relate to events and depend on circumstances that will occur in the future. There can be no assurance that any of
the results and events contemplated by the forward-looking statements contained in the information can be achieved or will, in fact, occur. No
representation is made or any assurance, undertaking or indemnity given to you that such forward looking statements are correct or that they can be
achieved. Past performance cannot be relied on as a guide to future performance.

This document is directed only at persons who: (i) are Qualified Investors within the meaning of Article 2(e) of Regulation (EU) 2017/1129, as it forms part
of UK law by virtue of the European Union (Withdrawal) Act 2018, (as amended); and (ii) have professional experience in matters relating to investments
who fall within the definition of "Investment Professionals" contained in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (as amended) (the "Order") or are persons falling within Article 49(2)(a) to (d) (High Net Worth Companies, Unincorporated Associations, etc.)
of the Order, or fall within another exemption to the Order (all such persons referred to in (i) and (ii) above together being referred to as "Relevant
Persons"). Any person in the United Kingdom who is not a Relevant Person must not act or rely on this document or any of its contents. In the United
Kingdom, any investment or investment activity to which this document relates is available only to Relevant Persons and will be engaged in only with
Relevant Persons. By accepting receipt of this document, each recipient is deemed to confirm, represent and warrant that they are a Relevant Person. This
Document is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary
to local law or regulation. In particular, the information contained in this Document is not for publication, release or distribution, and may not be taken or
transmitted into: (i) the United States or its territories or possessions, or distributed, directly or indirectly, in the United States, its territories or possessions
or to any U.S. person as such term is defined in Regulation S of the Securities Act; or (ii) Australia, Canada, Japan, New Zealand or the Republic of South
Africa. Any failure to comply with this restriction may constitute a violation of United States, Canadian, Japanese, New Zealand or South African securities
law. Further, the distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this Document comes are
required to inform themselves about, and observe, any such restrictions.

H&P may from time to time have a broking, corporate finance advisory or other relationship with a company which is the subject of or referred to in the
Document.

This Document may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s.
Reproduction and distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Third
party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings, and are not
responsible for any errors or omission (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such content. Third party
content providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose
or use. Third party content providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees or losses (including lost income or profits and opportunity costs or losses caused by negligence) in connection with any
use of their content including ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations to purchase, hold or sell
securities. They do not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment
advice.

H&P Advisory Ltd is registered in England No.11120795. Registered Office: 3rd Floor, 7-10 Chandos Street, London W1G 9DQ. H&P Advisory Ltd is
authorised and regulated by the Financial Conduct Authority (Firm Reference Number 805667).
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