BLUE OCEAN

E@Q Ul TI1ES

Fluence Corporation
Repositioning complete

Fluence is entering growth mode after several years of repositioning. 1H26
results showed order momentum, US traction, and gross-margin expansion.
We are upgrading our FY26 to FY28 EBITDA forecasts by 3-23%. Our DCF

derived target price moves to $0.16 per share from $0.15 prior.
Revenue mix shift starting to pay off

Fluence's 1H26 results validate the three-year strategic repositioning: Smart
Product Solutions and Recurring Revenue grew 35% YoY driving gross margin
up by 870bp (or 200bp excluding Ivory Coast O&M fees). EBITDA of $3.4m
was nearly double the $1.5m Blue Ocean estimate and was the strongest first-
half result in more than five years. CEO Ben Fash is confident: the company
hired a new COO from leading mid-market Water player Newterra; the order
backlog sits at $60m with expectations for growth in the second half.

Texas win is the beachhead

Fluence booked its first US industrial wastewater contract with a Texas steel
mill forced to replace municipal water supply by November 2026. Fluence won
the contract on the ability of its modular design to be rapidly deployed. A

second California industrial water reference is already in hand.
Order momentum

2Q26 saw $16.1m in new orders, +54% YoY, bringing the total new orders for
1H26 to $24m. CEO Ben Fash expects stronger orders in second half,
underpinning guidance for double-digit revenue growth, despite lower lvory
Coast revenue on finalisation of the Addendum project. Profits may rise further

if Fluence is awarded the Ivory Coast O&M contract which is under negotiation.
Margin upside

The company is targeting double-digit EBITDA margins within the next few
years vs. 9% in 1H26 and 5% in FY25. We are upgrading our EBITDA margin
forecasts to: 8.4% from 6.8% in FY26 and 9.4% from 8.8% in FY27 due to
higher than expected 1H26 profit. Our DCF derived target price moves to $0.16

per share from $0.15 previously.

Figure 1. Changes to Blue Ocean forecasts for Fluence (US$m)
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FY26E FY27E FY27E
Y ear ending Dec (US$m) Old New Chg (%) Old New Chg (%) Old New Chg (%)
Revenue 86.3 86.3 0 85.7 87.8 2 105.8 107.4 1
Grow th (% YoY) 10.1 10.1 0 -0.7 1.7 2 234 22.4 -1
EBITDA adij. 5.9 7.2 23 75 8.2 9 13.7 14.2 3
Margin (%) 6.8 8.4 2 8.8 9.4 1 12.9 13.2 0
Profit before tax adj. 27 4.0 51 4.2 4.9 16 10.6 111 4
EPS adj. (cps) 0.2 0.3 51 0.3 0.4 16 0.8 0.8 4
Net debt/(cash) -4.8 -0.5 -91 -8.0 -10.8 35 -21.0 -23.9 13

Source: Blue Ocean Equities.

Blue Ocean Equities does, and seeks to do, business with the companies covered in research
reports. As a result, investors should be aware that the firm may have a conflict of interest that

could affect the objectivity of this report. Investors should consider the report as a single factor in

their investment making decision. For analyst and other important disclosures refer to the
appendix of disclosures at the end of this report.

GICS Sector Water & Related Utilities
Y/E Jun (A$m) FY25 FY26E FY27E FY28E
Revenue 122 123 125 153
Growth (% YoY) 1.9 1.2 1.3 224
EBITDA 6.1 10.3 1.7 20.1
Margin (%) 5.0 84 94 13.2
NPAT 1.1 49 59 13.4
EPS adj. (cps) 0.1 0.4 0.5 1.2
DPS (cps) 0.0 0.0 0.3 0.6
Valuation FY25 FY26E  FY27E FY28E
P/E (x) 745 17.4 14.3 6.3
EV/Revenue (x) 0.7 0.7 0.7 0.5
EV/EBITDA (x) 134 8.0 71 41
EV/EBIT (x) 35.3 15.0 12.9 6.7
Div. yield (%) 0.0 0.0 35 7.9
Net debt (cash) -1.5 -0.5 -10.8 -23.9
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Fluence Corporation (ASX: FLC) A$m  US$Sm A$m  US$m
Closing price $0.074 $0.05  Market cap ($m) 85 60
Price target $0.16 $0.11  Enterprise value ($m) 83 58
Expected return 113% Shares outstanding (m) 1,142.9
Income (Y/IE D ber, US$m) FY23 FY24 FY25 FY26E FY27E FY28E  Valuation multiples FY23 FY24 FY25 FY26E FY27E FY28E
Revenue 70.0 51.5 784 86.3 87.8 1074  P/E(x) N/A N/A 745 174 143 6.3
Cost of sales (51.0) (36.3) (55.3) (56.9) (56.7) (69.2)  EV/Revenue (x) 0.8 141 0.7 0.7 0.7 05
Gross Profit 19.1 15.2 231 294 311 38.2 EV/EBITDA (x) 309.5 N/A 13.4 8.0 71 41
Other income 0.0 0.0 0.0 0.0 0.0 0.0  EVIEBIT (x) N/A N/A 227 10.5 9.1 47
Operating costs (18.9) (19.2) (19.1) (22.2) (22.9) (24.0)  Equity FCF yield (%) N/A N/A 15.1 N/A 17.5 25.4
EBITDA adj. 0.2 (4.0) 4.0 7.2 8.2 14.2 Dividend yield (%) N/A N/A N/A N/A 35 79
One-off gains/(losses) (9.2) (13.5) (9.7) (1.0) 0.0 0.0  Price to book value (x) N/A N/A N/A N/A N/A N/A
EBITDA (9.0) (17.5) (5.8) 6.2 8.2 14.2
D&A adj. (1.6) 1.6) (1.6) 1.7) (1.8) (1.9)  Australian Dollar Metrics (Y/E Dec, A$m)
EBIT adj. (1.5) (5.6) 23 55 6.4 12.3 Revenue AUD 105.6 781 121.6 123.1 124.7 152.6
Finance costs (5.7) (2.8) (1.5) (1.5) (1.5) (1.2) Revenue ex. Ivory Coast AUD 721 67.5 79.0 93.2 116.2 141.2
Pre-tax profit adj. (7.1) (8.4) 0.8 4.0 49 111  EBITDA adj. AUD 0.3 (6.1) 6.1 10.3 1.7 20.1
Tax adj. 2.0 23 (0.1) (0.6) (07) (1.7)  EBIT adj. AUD (2.2) (8.5) 36 79 9.1 17.4
Minority interest 0.1 (0.3) (0.0) 0.0 0.0 0.0  NPAT adj. AUD (7.9) (8.8) 1.4 49 5.9 13.4
NPAT adj. (5.2) (5.8) 0.7 34 42 9.4  EPSadj AUD (1.1) (0.8) 0.1 0.4 0.5 12
One-off items (post-tax) (101)  (156)  (10.1) (0.9) 0.0 0.0  DPS (cps) AUD 0.0 0.0 0.0 0.0 0.3 0.6
Reported profit to holders (15.4) (21.4) (9.4) 26 42 9.4  Netdebtinc. leases AUD (14.6) 135 (2.3) (0.6) (15.4) (33.9)
Net debt ex. Leases AUD (16.8) 124 (4.0) (2.3) (17.0) (35.5)
Per share metrics (US$) FY23 FY24 FY25 FY26E FY27E FY28E
EPS diluted - adjusted (cps) 0.7) (0.5) 0.1 0.3 0.4 0.8  Balance sheet metrics ($USm) FY23 FY24 FY25 FY26E  FY27E  FY28E
EPS diluted (cps) (2.2) (2.0) (0.9) 0.2 0.4 0.8  Gross debt ($m) 19.3 214 19.3 155 111 6.1
DPS (cps) 0.0 0.0 0.0 0.0 0.2 0.4  Netdebtinc. leases and deferred consid. (9.7) 8.9 (1.5) (0.5) (10.8) (23.9)
Franking 0.0 0.0 0.0 0.0 0.0 0.0  Netdebt/EBITDA (x) N/A N/A N/A N/A N/A N/A
Net assets (¢ps) 1.7 (0.7) (1.0) (0.8) (0.4) 0.2  Fixed charge cover (x) N/A N/A 15 37 43 10.2
Shares on issue - avg. basic (m) 704 1,079 1,092 1,143 1,143 1,143
Shares on issue - avg. diluted (m) 704 1,079 1,092 1,143 1,143 1,143 Segmental forecasts (US$m) FY23 FY24 FY25 FY26E FY27E FY28E
Municipal Waste Water 1.1 11.0 124 13.5 16.2 19.5
Cash flow (Y/E Dec, US$m) FY23 FY24 FY25 FY26E FY27E FY28E Industrial Wastewater & Biogas 7.0 8.9 13.9 235 31.7 39.6
EBITDA (9.0) (17.5) (5.8) 6.2 8.2 14.2 Industrial Water & Reuse 14.9 18.0 174 18.7 225 27.0
Non cash items 0.0 0.0 0.0 0.0 0.0 0.0 SEA & China 13.6 3.8 6.5 8.3 9.9 1.9
Cash interest (5.7) (2.3) (0.2) (1.5) (1.5) (12)  BOO 28 2.9 28 2.9 2.9 2.9
Cash tax (0.2) (0.8) (0.3) (0.5) (0.7) (1.7)  Ivory Coast 222 7.0 275 21.0 6.0 8.0
Working capitalother (4.1) 05 172 (3.8) 6.4 58  Corporate (1.5) (0.1) (2.1) (1.6) (1.5) (1.5)
Operating Cash Flow (19.0) (20.1) 10.9 0.5 124 171 Revenue 70.0 51.5 78.4 86.3 87.8 107.4
Capex (1.8) 1.7) (12) (1.4) (2.0) (20)  Municipal Waste Water 2.3 0.9 19 16 26 338
Finance leases (1.4) (1.0) (0.7) 0.0 0.0 0.0 Industrial Wastewater & Biogas 0.1 0.6 23 4.7 75 10.0
Free Cash Flow (22.2) (22.8) 9.0 (0.9) 10.4 15.1 Industrial Water & Reuse 15 3.1 3.6 2.8 3.9 53
Acquisitions 0.0 0.0 0.0 0.0 0.0 0.0 SEA & China 0.2 (1.1) (0.3) 04 0.8 13
Proceeds from disposals 0.1 2.0 04 0.0 0.0 0.0 BOO 0.3 0.5 0.7 1.0 1.0 1.0
Proceeds from issue of shares 26.6 0.0 0.0 0.0 0.0 0.0 Ivory Coast 17 0.2 34 4.8 1.0 1.8
Transaction costs (1.8) (0.0) (0.0) 0.0 0.0 0.0 Corporate (5.8) (8.2) (7.7) (8.0) (8.7) 9.1)
Net borrowings (13.4) 2.3 (2.1) (3.8) (4.4) (5.0) EBITDA 0.2 (4.0) 4.0 72 8.2 14.2
Other 4.4 29 0.5 (0.1) 0.0 (2.1) Municipal Waste Water 20.7 8.5 15.2 1.7 16.1 19.5
Net change in cash (6.3) (15.7) 7.7 (4.8) 6.0 8.0 Industrial Wastewater & Biogas 13 6.5 16.8 19.9 238 254
Cash at beginning 30.9 246 8.9 16.6 11.8 17.8 Industrial Water & Reuse 9.8 171 20.7 14.7 175 19.6
Cash atend 246 8.9 16.6 11.8 17.8 25.8 SEA & China 1.3 (29.3) (4.5) 4.4 8.2 11.0
BOO 10.5 17.9 239 35.3 354 355
Balance sheet (Y/E Dec, US$m) FY23 FY24 FY25 FY26E FY27E FY28E Ivory Coast 76 27 12.5 23.0 16.0 224
Cash 246 8.9 16.6 11.8 17.8 25.8 EBITDA margin (%) 0.3 (7.8) 5.0 8.4 9.4 13.2
Receivables 35.3 38.9 236 291 26.3 321
Prepayments 25 26 3.2 4.0 3.6 4.4 Key Performance Ratios (%) FY23 FY24 FY25E FY26E FY27E FY28E
Inventories 5.7 5.8 4.6 5.8 5.3 6.5  Gross margin 27.2 294 29.5 341 354 35.5
Other current assets 6.2 0.5 0.3 0.3 0.3 0.3  Opex margin 27.0 37.2 244 25.7 26.1 224
Current Assets 743 56.8 48.3 51.1 53.4 69.2 EBITDA margin 0.3 (7.8) 5.0 8.4 9.4 13.2
Property, Plant & Equipment 54 72 79 76 78 7.9  EBIT margin (2.1) (10.9) 3.0 6.4 73 11.4
Intangibles 1.1 1.0 0.6 0.6 0.6 0.6  Revenue growth USD (YoY) -26 52 10 2 22
Right-of-use Assets 27 0.8 1.1 1.1 1.1 1.1 EBITDA growth USD (YoY) -94 N/A -199 82 14 72
Term deposits 43 36 41 41 41 41 EBIT growth USD (YoY) -281 N/A N/A 136 16 91
Other non-current assets 52 4.7 4.0 4.0 4.0 4.0
Non Current Assets 18.8 17.3 17.8 17.4 17.6 17.7
Total Assets 931 741 66.1 68.6 71.0 86.9
Payables 324 34.8 32.9 35.2 36.9 45.0
Contract liabilities 224 216 221 236 246 30.0 Directors and Key Management Personnel Shares Holding
Borrowings 17.8 20.7 18.2 14.4 10.0 5.0 Doug Brown Non Exec Chairman 174.0m 15.2%
Lease Liabilities 1.5 0.8 1.1 1.1 1.1 1.1 Nikolaus Oldenforff NED 174.1m 15.2%
Provisions 5.0 3.6 3.0 3.0 3.0 3.0  MelAshton NED 1.0m 0.1%
Deferred tax and other 19 0.1 0.1 0.1 0.1 0.1 Paul Donnelly NED 0.7m 0.1%
Total Liabilities 80.9 81.6 774 775 75.7 843 Ben Fash ) MD 1.3m 0.1%
Shareholder Funds 12.2 (7.5) (11.3) (8.9) (4.7) 26  Osvaldo Llanes CFO 0.0m 0.0%

Source: Company data, Blue Ocean Equities.

For analyst and other important disclosures refer to the appendix of disclosures at the end of this report.
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Disclaimer

This report is published by Blue Ocean Equities to its wholesale clients by way of general, as opposed to
personal, advice. This means it has been prepared for multiple distribution without consideration of your
investment objectives, financial situation and needs (“Personal Circumstances”). This is particularly the case
for non-wholesale investors who by definition cannot be clients of Blue Ocean Equities. Accordingly, the advice
given is not a recommendation that a particular course of action is suitable for you and the advice is therefore
not to be acted on as investment advice. You must assess whether or not the advice is appropriate for your
Personal Circumstances before making any investment decisions. You can either make this assessment
yourself, or if you require a personal recommendation, you can seek the assistance of your Blue Ocean
Equities client adviser. This report is provided to you on the condition that it not be copied, either in whole or
in part, distributed to or disclosed to any other person. If you are not the intended recipient, you should destroy
the report and advise Blue Ocean Equities that you have done so. This report is published by Blue Ocean
Equities in good faith based on the facts known to it at the time of its preparation and does not purport to
contain all relevant information with respect to the financial products to which it relates. The research report
is current as at the date of publication until it is replaced, updated or withdrawn. Although the report is based
on information obtained from sources believed to be reliable, Blue Ocean Equities does not make any
representation or warranty that it is accurate, complete or up to date and Blue Ocean Equities accepts no
obligation to correct or update the information or opinions in it. If you rely on this report, you do so at your
own risk. Any projections are indicative estimates only and may not be realised in the future. Such projections
are contingent on matters outside the control of Blue Ocean Equities (including but not limited to market
volatility, economic conditions and company-specific fundamentals) and therefore may not be realised in the
future. Past performance is not a reliable indicator of future performance. Except to the extent that liability
under any law cannot be excluded, Blue Ocean Equities disclaims liability for all loss or damage arising as a
result of any opinion, advice, recommendation, representation or information expressly or impliedly published
in or in relation to this report notwithstanding any error or omission including negligence.

For analyst and other important disclosures refer to the appendix of disclosures at the end of this report.
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Blue Ocean Equities Pty Limited, its employees,
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Chapter 7 of the Corporations Law may receive
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from transactions involving securities referred to in
this document, and may from time to time hold
interests in the securities referred to in this
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Blue Ocean Equities Pty Limited and associates
may hold securities in the companies mentioned at
the date of this report and this position may change
at any time without notice.
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Corporation Limited.
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