31 August 2023 ASX Release

Carbonxt Group Limited — FY23 Results

[All results in AUD]

Revenues decreased 15.8% compared to FY22 primarily due to planned downtime during
the year at both activated carbon plants to install updated equipment which resulted in lower
production and sales than typical for the period, as well as the Group's largest customer
deferring sales into FY24 due to an unplanned outage at its operations.

The first quarter of FY24 has started very strongly with revenues exceeding AUD $3m in the
quarter thus far compared to AUD $2.3m in the prior quarter. These revenues reflect higher
than expected powdered activated carbon sales due to relatively higher temperatures, as
well as the anticipated receipt of deferred pellet sales from our largest customer.

Annual gross margin of 30%, down from 34% in FY22 principally due to the plant outages
and lower sales from the pellet business line due to the deferral of the largest customer
mentioned above.

Underlying EBITDA for FY23 was a loss of $2.2m, compared to FY22 EBITDA result that
was close to breakeven.
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Activated Carbon Pellets

¢ Pellet sales volume to the Company’s largest customer (an electric utility) was 2,600 tons for

FY23, compared to over 4,000 tons in the prior year. Pellet sales represented 65% of
revenue in FY23, down from 70% of revenue in the prior period.

o Lower volume was driven by an unscheduled plant outage at the customer’s facility, as well

as the customer having sufficient on-hand inventory.



¢ As aresult of the impending commencement of operations at the Kentucky facility (see
below) where the Company will have new pellet capacity of 5,000 tons per annum (50% of
10,000 tons total plant capacity) of high-quality pellets, we have made the strategic decision
to move to one-shift operations at our existing ACP facility. This change will enable us to
meet all existing orders and save over AUD $1.5m per annum in operating costs. The
change to the operating regime was effected post balance-date in August 2023.

Powdered Activated Carbon

¢ The production of low-cost renewable powdered activated carbon supports strong margins in
the contaminant-reduction pellet product line.

e PAC accounted for 35% of revenue and 54% of sales volume.

e The installation of a new mill in December 2022 has improved operating efficiencies and
reliability.

¢ Feasibility studies have been undertaken to install a second mill, which would provide
redundancy for the present mill as well as provide capacity for up to 5,000 tons per annum of
incremental PAC volume. Any decision on this investment will be dependent on winning new
offtake contracts and progress with the Kentucky operations.

FY24 GROWTH OPPORTUNITIES

Company Outlook

¢ On 31 May 2023, the Company signed final documentation for the construction of a state-of-

the art Activated Carbon facility in Kentucky. Carbonxt’s initial investment of USD $5.0m for a
33.3% stake in NewCarbon Processing LLC, (“NewCarbon”) the entity established to own the

Activated Carbon business. Carbonxt has the right to invest a further USD $5.0m over the
next approximately 12 months to move to a 50% ownership percentage.

e The next payment due is USD 0.5m when all major equipment has been delivered to site,
which is currently scheduled by NewCarbon for the end of this current quarter.

o Kentucky Carbon Processing, LLC has transferred the existing waste-to-energy power
station to NewCarbon and is converting those assets into an activated carbon manufacturing
facility.

o The Board visited the site in early August 2023 and met with KCP. Progress on construction
is well progressed and on-schedule. KCP is taking the cost overrun risk of delivering the
plant, with an initial capacity of 10,000 tons per annum. KCP are confident and clearly
competent in delivering the plant.

Upcoming legislation for PFAS

PFAS, or per and polyfluoroalkyl substances, are a large chemical family of over 4,700
chemicals. They are often referred to as “forever chemicals” as they barely degrade. Long-term
exposure to these chemicals is linked to significant health risks. In early 2023, the US EPA
announced new legal limits for six PFAs of 4 parts per trillion. These limits would be the first-
ever national drinking water standard for the United States of America.



The EPA has now closed the public comment period for the proposed rule, and it is on record as
promulgating a final rule by the end of this calendar year. The new plant under construction in
Kentucky enables the Company to enter the liquid phase of the AC market. That market is
estimated to be around USD $300 million today, with the leading US water utility representative
group (AWWA) estimating that market to grow three-fold with the introduction of the PFAS rules.

FINANCIAL OVERVIEW

AU $'000 FY23 FY22 | Change
Revenue $15,462 $18,363 -16%
Gross margin $4,579 $6,217 -26%
Gross margin % 30% 34% -
Other income $553 $482 -
Shipping costs ($1,667) | ($1,660) -
Operating costs ($5,658) ($5,088) -
EBITDA ($2,193) ($49) -
Depreciation and amortisation ($2,444) ($2,138) -
EBIT ($4,638) | ($2,187) -
Net interest ($1,168) | ($1,091) -
Share based payment expense ($1,178) ($841) -
Non-cash items (net) $0 ($339) -
Net loss before tax ($5,984) ($4,459) -34%

REVENUE

e Total revenue was down 15.8% from FY22 due principally to lower sales from our largest
customer. Revenue is expected to materially increase in FY24 as the Kentucky facility
becomes operational.

e The Company is working on potential paths forward to develop and produce innovative
technologies to meet new liquid phase opportunities that have been identified.

MARGIN

e FY23 gross margin was 30%, a slight decrease from the 34% recorded in FY22. The
decreased volumes from our largest customer mentioned above was the major contributing
factor to this lower margin.

e Price increases have now been achieved successfully across the majority of our portfolio
and with the operating cost reductions highlighted above we expect the Gross Margin to be
above 40% in FY24.

OPERATING COSTS

e Shipping costs to customers were essentially unchanged from the prior period.



e Operating costs of $5.7m were up 11% in FY23 compared to the prior year due to increase
in utility (electricity and gas) costs, as well as a $0.3m expense for reimbursement of a
product that was unsuited for the application.

STATEMENT OF FINANCIAL POSITION

The Company has recently drawn down a A$15.0 million debt facility provided by PURE Asset
Management. This facility matures in May 2027 with an interest rate of 9.5%. This facility was
increased from $5.5m on 31 May 2023 as part of the financing for the investment in the new AC
manufacturing facility in Kentucky.

The finished goods inventory increased by $1.1m due to the late deferral by our largest
customer in 4Q23. This inventory is now being reduced aggressively as the sales which were
deferred are now being completed in 1Q FY24.

This announcement has been authorised for release to the ASX by the Board of CG1.

ENDS

For further information please contact:

Contacts

Warren Murphy

Managing Director

P: +61 413 841 216

E: w.murphy@carbonxt.com

Ben Jarvis, Six Degrees Investor Relations: 0413 150 448

ABOUT Carbonxt Group Limited (CG1.ASX)

Carbonxt (ASX:CG1) is a cleantech company that develops and markets specialized Activated Carbon products,
primarily focused on the capture of contaminants in industrial processes that emit substantial amounts of harmful
pollutants. The Company produces and manufactures Powdered Activated Carbon and Activated Carbon pellets
for use in industrial air purification, waste water treatment and other liquid and gas phase markets.
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