1 January 2016 – 30 June 2016

QUARTERLY REPORT 2

The Board and the CEO of Smart Energy Sweden Group AB (publ)
are pleased to present 2016’s second quarterly report, covering
the period of January to July.

Q2 - 2016

Q2’s Figures at a Glance:
• Turnover: 254 million SEK
• Gross Profit: 26 million SEK
• EBITDA: 4 million SEK
• Consolidated Equity Ratio: 18%
Smart Filling Station in Skruv, Småland
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WHAT DOES SMART ENERGY
OFFER?
•

The ability to provide the population
with a stable and secure fuel supply,
with filling stations across the Swedish
countryside

•

The ability to sell fuel in bulk to retail
customers (B2B)

•

The ability to trade with fuel sold to
retailers

The successful inauguration of the Smart Station in Arkelstorp

THE SMART FILLING STATION
They are fully automated and allow the
customer to pay with any major credit cards
as well as with his or her own SmartCard.
The Stations are connected to the office
24/7, they offer both petrol and diesel, and
they even have solar panels powering all
the lights. The Stations are built in Sweden
(CE approved), can accommodate 2030,000 liters, and all are doubly jacketed.

Smart’s Filling Station in Bor

One of our tankers prepares for a new supply of fuel
info@smartenergysweden.se
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PRODUCTS

CUSTOMERS

SMART DIESEL

SMART PETROL

RME (BIODIESEL)

SMART HEATING OIL

SMARTDIESEL (XBEE)

•

Individuals (Smart Filling Stations)

•

Retailers

•

Agricultural Groups & Farmers

•

Construction Companies

•

Bus Companies

•

Hauling & Transport Services

•

Municipalities

•

Shipping Centers

•

Homeowners & Heating Plants

A QUICK GLANCE AT THE FIGURES

The Tanker, Pallas Glory
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NOTES ON RESULTS
•

Net sales and earnings fell short of budget.

•

Increased sales volumes but lower sales due to record low oil prices

•

Gross profit (contribution margin 1) amounted to about 25 million SEK which is a
significant increase compared to the previous financial year. It is in line with the
Group’s financial consolidation plan for the various operating subsidiaries.

•

Earnings were burdened by one-off costs associated with the startup of the depot in
Trelleborg, etc. with about 2 million SEK expended.

•

Earnings were initially burdened by high financing costs of around 1 million SEK, but
going forward, this will be halved from August onward after the Group renegotiated
with the bank.

•

Earnings were also negatively impacted due to high personnel costs, etc. while
encouraging growth within the Group. These costs will disappear after October,
once the tasks have been reallocated within the Group. This has previously affected
the earnings by about 150,000 SEK every month. This affected income for a total of
950,000 SEK in the first six months.

•

Earnings were negatively impacted due to the running of the tanker Pallas Glory at
70% capacity during the period.

•

Earnings were negatively impacted due to the Goodwill amortization by about 1
million SEK.

•

The Company’s cash (liquid means) have decreased because more capital is tied
up in stock increases of fuels. Additionally, the collateral value of the accounts
receivable has been lowered in order to reduce the interest costs of the Group.

•

The rate of depreciation of Goodwill for acquisitions is set at 10 years.

A Smart Station in Svärtinge by night.
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SIGNIFICANT EVENTS DURING
Q2 AND IN THE FUTURE
•

Fredrik Johansson is named CEO on January 1st, 2016.

•

A new Smart Station was established in Arkelstorp in January.

•

Following a decision by AktieTorget to list the company’s shares as de-indexed shares
on February 1st. The board and management are not unanimous in agreement with
AktieTorget’s decision and the company has hired legal counsel to investigate.

•

The company’s shares were traded on the OTC list (Mangold list).

•

The company has signed an agreement with Mangold Fondkommission AB to find a
new, suitable marketplace for the company’s shares. Efforts to move the shares from
the current OTC list to a regulated trading center are currently taking place. Mangold
Fondkommission is working hard and preparing the company to cope with the new
listing process, including a thorough due-diligence carried out by an external law
firm and accounting firm. At the same time there will be changes in the internal
procedures for information disclosure, etc. to meet the requirements of a regulated
marketplace.

•

Smart has used the tanker Pallas Glory to transport its first shipment of diesel.

•

The company established its own fuel depot in Trelleborg.

•

A new Smart Station was established at Arla. It has not opened yet but is expected to
be up and running shortly.

•

The Group has a new credit line of 7.5 million SEK in a major Swedish bank. This is
used for currency hedging as the fuel is purchased in foreign currency for storage in
the Trelleborg depot.

•

The subsidiary Pallas Group AB has applied to de-index its shares in order to spare
the Group significant yearly financial burden.

•

Pallas Group AB has started a major savings program with, among other things, the
termination of employees onboard ships. This will positively affect the Group during
the first half of 2017.
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SMART FILLING STATIONS
With the first six stations established, and seven to ten on the way, the Smart brand is
becoming better and better known thoughout the country. Interest in SmartStations
has increased, with people wanting one in his or her own community. Smart has thus
identified 20 of these strategic communities within which we would like to establish
SmartStations in the near future. This number may even increase as more cities declare
their interest in receiving their own SmartStation. There are, however, a number of
requirements that Smart needs for a station to be established. There should be a certain
population size, the location should not be too near an already established gas station, and
there should be local entrepreneurs who want to refuel their vehicles at a SmartStation.
The market is prime for small, simple, cost effective gas stations in the Swedish
countryside. In part, this is because the major petrol companies choose to focus on larger
towns and cities. Major petrol companies have specific demands for profits and scale
that allows another market to form for a player like Smart Energy. It is estimated that
there are approximately 5,000 suitable towns that are in need of a Smart filling station
– and holding 10% of the market is a reasonable target over the next 5 years. The margin
per liter of fuel sold through filling stations is quite good and is expected to remain so
during in 2016.
And thus, Smart will be the new supplier of smart filling stations, which makes its whole
strategy even more timely. The company is now collecting as many leases as possible,
and aims to use the second half of 2016 to build and establish a greater number of
SmartStations, while keeping down associated production costs.

A Happy Customer in Skruv.
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Pallas Glory unloading at the
Smart fuel depot in Trelleborg
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One of the diesel stations of our subsidiary Mattssons Oljor.
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Pallas Glory unloading at the Smart fuel depot in Trelleborg
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ACCOUNTING

This mid-year report has been prepared in accordance with BFNAR 2012 1. The accounting policies remain
unchanged from the last annual report.

RISKS AND UNCERTAINTIES

Operational Risks
All business and ownership is fraught with peril. This Company’s operations offer great opportunities, but
also involve significant risks. The Company’s activities must be evaluated in light of the risks, costs, and
difficulties that companies – especially those active in the gas and oil extraction and fuel sales – often
face. The risks of such enterprises are mainly related to transportation, results and costs of exploration and
production, as well as price developments in the gas and oil markets. But risks are also related to the current
state of affairs regarding exploration and production, location of the gas station, and environmental issues.
In addition, it should be noted be noted that the Company is still in the early stages of its business. The
Company is a comparatively smaller organization, and is largely dependent on a number of key individuals.
Financial risks
The Company is exposed to various financial risks in its operations, and these risks can include everything
from interest rate, price, and credit risks, to liquidity and cash flow risks. Interest rate risk arises from
variations in market rates. Price risk is the risk of the amount a financial instrument will fluctuate because
of changes in market prices. Credit risk (counterparty risk) is the risk that the other partner in a transaction
fails to fulfill its obligations, leading to a loss for the company. Liquidity risk (funding risk) is the risk that the
company cannot finance its commitments. Cash flow risk is the risk that the company’s cash flow varies as
a result of changes in market and because of currency fluctuations.
Monetary risks
Revenues from oil and gas operations are largely in US dollars (USD), while the other income and costs for
the company are mainly in Swedish kronor (SEK). Exchange rate fluctuations and uncertainty in future
exchange rates mean that shifts in exchange rates may affect the company’s reported earnings.
Uncertainties
In addition to industry-specific risks, there are more general uncertainty factors, including economic
development, competition, technology and market development, material prices, suppliers, customers,
acquisitions, qualified personnel, legislation and regulation, intellectual property, future capital and stock
market risk. The aforementioned factors are but a summary selection of risks and uncertainties, all of which
can affect the Company’s business or an investment in the Company’s shares.
Sensitivity analysis
The Company’s future earnings potential is, to some extent, linked to the success in finding oil and gas in
the projects that the company participates in. The ability to exploit projects depends on which deposits are
found and in what quantity. Gas and oil price developments also affect operators’ willingness to explore and
can thus also affect the company’s earning capacity. The majority of revenues going forward is expected
to come from the Swedish domestic fuel market, although there are risk factors such as general economic
conditions, taxes, etc.
Transactions with related parties
The company applies RR 23 Related Party Disclosures, which requires disclosure of the transactions with
related parties. “Related parties” is defined as an enterprise or natural person exercising control or significant
influence over the Company’s financial or operational decisions. This necessitates the disclosure of related
party transactions involving an exchange of resources, services and obligations, whether for consideration
or not.
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This report has not been reviewed by auditors from the KPMG auditing firm.
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Board of Directors
Smart Energy Sweden Group AB(publ)
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