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Buddy Platform Limited (ASX:

Buddy Ohm - a business game changer

In March 2017, BUD introduced the investor community to Buddy Ohm - a
real-time electricity, gas and water consumption monitoring system
targeting small to medium-sized buildings and facilities. Over the past
quarter, BUD has completed pre-sales customer tours in the US and
Australia. The response has been - to put it mildly - extremely encouraging.

< In Australia, over 80 facilities are looking to install up to 3,500
systems.
< In the US, follow-up meetings and trial installations have been
scheduled representing tens of thousands of systems.
< BUD Ohm is attracting interest from organisations with facilities
much smaller than the initially targeted +9,000m2, and is
receiving orders from locations as small as 90 m2 i.e., quick
service restaurants and retail stores.
< The initial target market of customers who would use Buddy Ohm
to save energy costs has broadened to include two other market
segments: customers who want to verify existing energy costs
(3rd party verification), and customers who have sustainability as
a corporate mission.
< BUD is in advanced talks with carriers, cable companies and
utilities; indirect or third party sales offer the potential for a
substantial lift in unit volumes.
BUD has stated that the Buddy Ohm system has been available for sale
from mid-June 2017 and that, going forwards, the group will release
information on specific customers, deployment timings (installations are
expected to be staggered) and sales scenarios. At this point however, we
can only estimate the unit sales, revenue, and cost profiles associated with
this innovative, but clearly in-demand, monitoring system. Predicated on
what we believe are relatively conservative assumptions, we forecast
Buddy Ohm could generate post-tax profits of A$12m in FY18E (first full
year of operation), and A$255m over the next five years.

Forecast Buddy Ohm revenue and profits (FY18E-FY22E)

FY18E FY19E FYME FYME FYZE 5-Year total
Mumber of Ohm sysems 1500 350 7000 8500 10,000
Revenue per sysizm (LSS per mondh) 750 765 780 7% 812
Revenue (A%m) ] 43 ar 108 130 306
Capex per system (U5S) 500 510 520 531 M
Capex costz (ASm) 1 2 5 B 7
Pre-tax margin (A$m) 7 @ 8 102 1 365
Tax @ 3% 5 12 -25 - -
Post-tax margin (A$m) 12 2 L] 72 86 255

Note: excludes admm‘corporate costs albcated fo Ohm, unit revene and costs escalated at 2%pa

Source: State One Stockhroking

Our estimated un-risked NPVip for Buddy Ohm and the Buddy
I0T/Cloud/Parse operations is A$345m and A$85m respectively; attaching
a 50% risk discount (execution, timing, sales volume/price/costs forecast
risk), we value BUD at A$215m or A$0.21 per fully diluted share (A$0.085
previously). While the share price has recovered from a January 2017 low
of A$0.05 (after the failed Noveda acquisition), we believe that BUD has
the potential to go significantly higher as visibility improves on the near-
term impact of Buddy Ohm on the group’s revenue lines and profitability.
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Buddy Platform Limited

ASX Code BUD

52 week range (A%c) A$5c-A$l4c
Fully diluted Market Cap (A$m) 86

Fully diluted no. of shares (m) 1,029

Av Daily Turnover (shares) 1.17 million
ASX All Ordinaries 5,795
2017E BV per share (A$c) A$0.8c
2017E EPS (A$c) -A$0.7¢
2017E Cash/(Net Deb) (A$m) 5.8
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Financial Statements

Buddy Platform Limited
Year ending June

Profit & Loss Statement (A$M) FY16A FY17E FY18E FY19E FY20E Operational assumptions FY16A FY17E FY18E FY19E FY20E
Revenue 0.0 15 28.0 57.8 112.4 Revenue
Service costs 0.0 (0.8) (5.5) (9.6) (22.9) éBuddy Cloud / Parse (A$m) 0.0 15 10.0 15.0 25.0
Admin/salary (3.9 (6.6) (8.3) (8.9) (9.6) ;Buddy Ohm (A$m) - - 18.0 42.8 87.4
MRED 09) @) (0 (30 (@1 TowlAsm) 00 15 280 578 1124
EBITDA (4.8) (8.0) 11.2 36.3 76.8  Cloud/Parse as % group revenue 100% 100% 36% 26% 22%
Depreciation & Amortisation (0.0) (0.0) (0.6) (0.6) (0.6) Buddy Ohmas % group revenue 0% 0% 64% 74% 78%
Operating profit (4.8) (8.0 10.6 35.7 76.2
NOI (21.4) (0.4) 0.0 0.0 0.0
EBIT (26.2) (8.4) 10.6 35.7 76.2  Total costs as % revenue na 633% 60% 37% 32%
Interest income 0.1 0.3 0.2 0.4 0.9 EBITDA margin (%) na na 40% 63% 68%
Interest expense 0.0 0.0 0.0 0.0 0.0
Tax expense 0.0 0.0 0.0 (10.8) (23.1)
Reported NPAT (26.1) (8.1) 108 25.3 54.0 Forecast group revenue to FY21E (A$ m)
Normalised NPAT 4.7 (7.7) 108 25.3 54.0 160
140
EBITDA Margin (%) na na 40% 63% 68% 120
Operating profit margin (%) na na 38% 62% 68% 100
EPS Reported (A$c) @7 (08 10 25 52 %0 o
EPS Normalised (A$c) (0.5) (0.7) 1.0 25 5.2 60 87
EPS grow th (%) na na na na na
DPS - Declared (A$c) 0.0 0.0 0.0 0.7 1.6 40 43
Avg. no. of fully-diuted shares (m) 680 973 991 987 1,029 20 18 i 25 40
YE no. of fuly-diluted shares (m) 975 1,029 1,029 1,029 1,029 0 0-04 150 10
FY16A FY17E FY18E FY19E FY20E FY21E

Cash Flow Statement (A$M) FY16A FY17E FY18E FYI9E FY20E
— @8) 80) 12 %3 o8 Buddy Cloud/Parse Buddy Ohm
Investment in w orking capital (0.1) 0.0 (1.8) (1.2) (1.6)
Tax expense 0.0 0.0 (42) (11.2) (24.2) Leverage FY16A FY17E FY18E FY19E FY20E
Operating Cash Flow (4.8) (7.9) 5.2 23.8 51.0  Net Debt/Equity cash cash cash cash cash
Capex 0.0 (1.5) (2.0 (2.0) (3.0) Gearing (ND/ND+E) cash cash cash cash cash
Other investments (0.8) 0.0 0.0 0.0 0.0 Interest Cover (x) na na na na na
Investing Cash Flow (0.8) (1.5) (2.0) (2.0) (3.0)
Net interest received / (paid) 0.1 0.3 0.2 0.4 0.9 Valuation Ratios FY16A FY17E FY18E FY19E FY20E
Debt draw dow n / (repayment) 0.0 0.0 0.0 0.0 0.0 Normalised P/E (x) na na 8.0 34 1.6
Dividends paid 0.0 0.0 0.0 (7.6) (16.2) Price/OP Cash Flow (x) -18 -1 165 36 1.7
Equity raised / (repaid) 36.6 45 5.4 0.0 0.0 Book value per share (A$c) 12 0.8 2.4 4.1 7.8
Financing Cash Flow 36.7 48 5.6 (7.1)  (15.3) EV/EBITDA (x) -16 -10 6 1.6 0.3
Non-operating & Other (21.3)  (0.4) 0.0 0.0 0.0 ROE (%) -39% -91% 44% 60% 67%
Inc/(Dec) in Cash 9.8 (5.0) 8.8 14.7 32.7

Risked NPV-derived Target Price A$m A$cps (rounded)
Balance Sheet (A$M) FY16A FY17E FY18E FYI19E FY20E IloT/Parse: NPV value (A$m) 85 8
Cash & Equivalents 10.8 5.8 14.6 29.3 61.9 Riskdiscount 50%
Receivables 0.2 0.2 25 4.6 7.9 loT/Parse :risked- NPV value (A$m) 42 4
Inventories 0.0 0.0 0.6 1.2 2.2 Buddy Ohm: NPV value (A$m) 345 34
Other Current Assets 0.0 0.0 0.0 0.0 0.0 Riskdiscount 50%
PPE and Exploration & Development 0.2 1.6 3.0 4.4 6.8 Buddy Ohm :risked- NPV value (A$m) 173 17
Deferred tax asset 0.0 0.0 0.0 0.0 0.0 BUDtarget price 215 21
Other Non Current Assets 11 11 11 11 1.1 Current share price (A$c) 8.4
Total Assets 12.3 8.7 21.8 40.6 80.0 % upside / (dow nside) 149%
Payables and other current Liabilities 0.2 0.2 (2.8) (1.7) (0.2)
Short Term Debt 0.0 0.0 0.0 0.0 0.0
Long Term Debt 0.0 0.0 0.0 0.0 0.0 Company Profile: Buddy Platform Limited (ASX:BUD) listed on the ASX in December 2015
Other Non Current Liabiliies 0.0 0.0 0.0 0.0 0.0 fafter a RTO of Potash Minerals and after completing a A$12.5m capital raise. BUD provides
Total Liabilities 0.2 0.2 (2.8) (1.7) (0.1) }one of the world's first data aggregation and management platforms for the Internet of
Total Equity 12.1 8.5 24.6 42.3 80.1 {Things (loT) and connected devices. Buddy Platform users represent a wide variety of
Net Debt (Cash) (10.8) (5.8) (14.6) (29.3) (61.9) }industries, including airlines, agriculture, automotive, consumer electronics, robotics,

softw are development, telecommunications, and transportation.
Substantial Shareholders % Date In March 2017, BUD launched Buddy Ohm - a real-time electricity, gas, and w ater
David MoLauchian 162 consyrmtion monitorin_g systemtargeti_ng small tp mecﬁum—_sized bgildings and facilties.

BUD is headquatered in Seattle, Washington, w ith offices in Adelaide (SA). .
Jeffrey MacDuff 9.1 Jun-17
A2 Partners 3.6

Source: Company, IRESS, State One Stockbroking forecasts
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Buddy Ohm

Figure 1: Background - product overview

Buddy Ohm measures electricity, gas,
water and steam consumption, along with
solar generation + temperature/humidity

via small remote sensors

It is designed for small-medium buildings

It has a self-contained cellular modem, so
it is always connected to the Buddy Cloud

Because it is always connected, we can
update it with new functionality remotely,
just like an iPhone app.

Source: Company presentation, June 2017

Figure 2: Background — example of competitor products
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Products exist that do this... but they're terrible
Eome combination of: expensive, hard to use, no access to data, only monitor electricity, ugly).

Source: Company presentation, June 2017
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Figure 1: Background - example of Buddy Ohm front-end display
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Risks to our earnings profile and target price include, but
are not limited to:

Contracting risk: BUD’s ability to secure new IoT/Parse contracts is
not certain, nor are the revenue streams and volumes that may apply
to those contracts.

Visibility on the timing and quantum of Buddy Ohm system sales, and
unit price (revenue) and costs.

Increased competition from new and existing domestic and global
competitors and technologies.

Dependence upon key personnel.

Near-term funding: we forecast BUD will be cash-flow positive in
FY18E on the back of our forecast Buddy Ohm sales and equity inflow
from options (40m options at 12.5c expiration date 30 Nov 2017,
12.5m options at 3c expiration date 30 Nov 2017). However, lower
than forecast operational cash-flows, or higher than expected working
capital / capex requirements may necessitate BUD having to source
external funding.

Regulatory risk, especially relating to third party data security and
access.

Currency risk: we forecast that a portion of revenue will be derived
from North America. Accordingly, changes in the AUD:USD exchange
rate could have an impact on fiscal performance.
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Unplug electronics such as cell phones and K
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plugged into outlets use energy even if
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Energy Saving Tip

Daily tips for energy efficiency.
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General Advice Warning

The contents of this document have been prepared without taking account of your objectives, financial
situation or needs. You should, before taking any action to acquire or deal in, or follow a recommendation
(if any) in respect of any of the financial products or information mentioned in this document, consult your
own investment advisor to consider whether that is appropriate having regard to your own objectives,
financial situation and needs.

Whilst State One Stockbroking Ltd believes information contained in this document is based on information
which is believed to be reliable, its accuracy and completeness are not guaranteed and no warranty of
accuracy or reliability is given or implied and no responsibility for any loss or damage arising in any way
for any representation, act or omission is accepted by State One Stockbroking Ltd or any officer, agent or
employee of State One Stockbroking Ltd. If applicable, you should obtain the Product Disclosure Statement
relating to the relevant financial product mentioned in this document (which contains full details of the
terms and conditions of the financial product) and consider it before making any decision about whether
to acquire the financial product.

Disclosure

The directors and associated persons of State One Stockbroking Ltd may have an interest in the financial
products discussed in this document and they may earn brokerage, commissions, fees and advantages,
pecuniary or otherwise, in connection with the making of a recommendation or dealing by a client in such
financial products.

This report was prepared solely by State One Stockbroking Limited. ASX did not prepare any part of the
report and has not contributed in any way to its content. The role of ASX in relation to the preparation of
the research reports is limited to funding their preparation by State One Stockbroking Limited, in
accordance with the ASX Equity Research Scheme. ASX does not provide financial product advice. The
views expressed in this research report may not necessarily reflect the views of ASX. To the maximum
extent permitted by law, no representation, warranty or undertaking, express or implied, is made and no
responsibility or liability is accepted by ASX as to the adequacy, accuracy, completeness or reasonableness
of the research reports.

The Research Analyst who prepared this report hereby certifies that the views expressed in this research
document accurately reflect the analyst’s personal views about the company and its financial products.
The research analyst has not been and will not be receiving direct or indirect compensation for expressing
the specific recommendations or views in this report. This research at all times remains the property of
State One Stockbroking Ltd. And as such cannot be reprinted, distributed, copied, posted on the internet,
in part or whole, without written prior approval from the Executive Director of State One Stockbroking Ltd.

Alan Hill Ric Heydon Mark Sullivan Thomas Tan

Executive Chairman Equities & Derivatives Advisor  Institutional Dealer Equities Advisor

Phone: +61 8 9288 3388 Phone: +61 8 9288 3307 Phone: +61 2 9024 9134 Phone: +61 2 9024 9131
ahill@stateone.com.au rheydon@stateone.com.au msullivan@stateone.com.au ttan@stateone.com.au
Morris Levitzke Graeme Johnson Yitz Barber Tammie Wong

Equities Advisor Equities & Derivatives Advisor  Equities Advisor Equities Advisor

Phone: +61 8 9288 3315 Phone: +61 8 9288 3316 Phone: +61 2 9024 9107 Phone: +61 2 9024 9133
mlevitzke@stateone.com.au gjohnson@stateone.com.au ybarber@stateone.com.au twong@stateone.com.au
Alexander Bax David Zhang David Brennan

Equities Advisor Equities Advisor Senior Investment Analyst
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