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Disclaimer

The attached report (Analyst Report) has been prepared by a third party.

All information, estimates, conclusions, opinions or recommendations in the attached
Analyst Report has been prepared by a third party. Verbrec Limited (including its directors,
officers, employees and related bodies corporate) make no representation as to the
accuracy of any information contained in the Analyst Report and provides no opinion on
anything in the report, including any conclusion, price target, earnings forecast or other
statement.

Verbrec Limited, its directors, officers, employees and related bodies corporate disclaim
all liability and responsibility for any direct or indirect loss or damage which may be
incurred by any person who accesses the Analyst Report.

The information contained in the Analyst Report is not personal to the reader and is
general. Any person accessing the attached Analyst Report should seek professional
financial advice before making a purchase or sale decision on any securities referred to in
the Analyst Report.
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55% P/E discount to peersin FY25 ~ Friday, 24 May 2024
desk note Share price: $0.125

Developing a peer comparison analysis, using similar Engineering, Construction and Maintenance ASX-listed companies,
suggests Verbrec is trading at substantial discount to peers in almost all metrics (Figure 5, page 3). Using consensus data via
FactSet for respective competitors shows despite Verbrec trading on the second lowest EV/Sales (Figure 1) and EV/EBITDA
(Figure 2) multiple in FY25, the company is forecasted to be one of the largest growing companies in respective years for each
metric.

Figure 1: EV/Sales in FY25 (LHS, x) vs. Revenue Growth in FY25 Figure 2: EV/EBITDA in FY25 (LHS, x) vs. EBITDA Growth in

(RHS, %) FY25 (RHS, %)
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Source: FactSet, Veritas estimates Source: FactSet, Veritas estimates

Further, the market usually rewards high EPS growth with a higher P/E multiple. On our estimates, Verbrec offers strong
compound EPS growth from FY24 to FY26 and is trading on the lowest P/E multiple (Figure 3). We expect the multiple to expand
as it delivers on the growth we forecast. At our 21c fair value, Verbrec would trade on a P/E of 7.8x, which we believe better
reflects the Company’s growth prospects, however still undervalued compared to peers.

Figure 3. P/Ein FY25 (LHS, x) vs. EPS CAGR FY24 - FY26 (bottom, %)
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Note: Verbrec does not pay tax
Source: FactSet, Veritas estimates

Please refer to page 4 for disclosures,
or on our website. www.veritassecurities.com.au
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Assessing against our peer comparison shows that in FY25 the company is trading on an EV/Sales and EV/EBITDA multiple of
0.4x (33% discount to peer median) and 4.0x (25% discount to peer median) respectively. From a P/E perspective, Verbrec is
trading on a 4.7x and 3.5x multiple in FY25 and FY26, a 55% and 65% discount to the peer median. At our fair value of 21c, the
company is trading on a P/E multiple of 7.8x in FY25, a 25% discount to the median. Using the PEG ratio to factor in the
estimated future growth of each company also shows VBC is undervalued, trading under 1xin FY25 and FY26 and at a 88% and

89% discount to peer median respectively.
Recent Transactions

The Engineering, Maintenance and Asset Management sector has seen several public and private transactions occur in the last
5-years. We believe the sector is primed for consolidation, particularly by large players looking for undervalued competitors in
growth areas such as oil & gas orrenewable energy. Deloitte recently acquired Perth-based asset management and engineering
services company Nihar in November 2023 for an undisclosed amount to bolster their operations in oil and gas as well as
mining and minerals. Recent global public transactions (Figure 4) suggest an average EV/EBITDA transaction multiple of 10.4x.

Figure 4. Recent Global Engineering, Maintenance and Asset Management Transactions

Transaction

Date Target Acquirer Target's Country  Value (US$m) EV/EBITDA (x) Notes

Oct 17 Amec Foster Wheeler John Wood Group (LON: WG) United Kingdom 3,995 9.1

May 22  Jacobs Engineering Group (NYSE:JEC) Worley (ASX:WOR) United States 3,300 11.6 Jacob's Energy, Chemicals and Resources division
Dec 19 Data Respons ASA Akka Technologies Norway 305 17.7

Apr 23 Sureserve Group Capl0 Partners United Kingdom 253 10.6

Feb 23 Eurocon Consulting Rejlers AB (STO: REJL-B) Sweden 45 9.4

Jul 21 Valmec Group (ASX:VMX) Altrad Group Australia 35 4.3

Average 104

Note: Target companies are engineering, construction or maintenance related, fully or partly servicing the oil & gas, mining & minerals and/or renewable energy sectors
Source: Bloomberg M&A

Verbrec Limited -2- 24 May 2024
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Figure 5: Verbrec peer comparison versus Australian Listed Engineering, Construction and Maintenance companies

Stock Code Price  MktCap EV EV/Sales (x) EV/EBITDA (x) P/E () PEG Ratio
LCm LCm LCm FY23 FYZ4E FY25E FY26E FY13 FY24E FY25E FY26E FY23 FY24E FY25E FY2Z6E FY23 FY24E FY25E FY26E

Verbrec Limited VBC-ASK 0.13 36 41 0.3 0.4 0.4 0.3] 5.5 4.0 33 6.7 4.7 35 01 0.1
Tasmea Limited TEA-ASX 155 338 378 10 09 08 07 71 56 52 47 101 92 832 09 07
Monadelphous Group Limited MND-ASK 13.61 1,326 1,237 0.7 0.6 06 05 113 100 85 8.3 244 216 185 17.4 101 17 11 27
Decmil Group Limited DCG-ASX 0.29 45 82 0.2 02 02 0.2 91 55 27 27 264 53 48 o0 04
GR Engineering Services Ltd GNG-ASX 225 376 297 0.5 0.6 0.6 0.5 6.7 6.0 6.1 5.0 132 118 122 = 10 0.4
SRG Global Limited SRG-ASX 090 469 513 06 05 0.4 0.4| 6.4 53 4.8 45 134 122 108 103 03 12 09 22
Southern Cross Electrical Engineering SXE-ASX 1.66 437 370 0.8 0.7 05 0.5 a7 9.6 6.9 6.5 218 19.7 137 124 08 18 0.3 13
Lycopodium Limited LYL-ASX 1236 487 421 13 13 12 11 6.0 5.4 55 5.0 104 9.8 100 9.4 15 14
Resource Development Group RDG-ASX 0.03 89 182 33 14 12 13 9.6 76 51 114 6.3 5.8 5.4 300 0.0 0.7 0.7
GenusPlus Group Ltd. GMNP-ASK 1.82 323 304 0.7 0.6 05 0.4 83 6.3 58 47 205 155 135 106 33 05 09 0.4
Civmec Ltd CVL-ASX 0.35 480 523 0.6 0.5 0.5 0.5 45 46 4.5 4.5 8.5 7.5 73 6.8 08 0.6 47 0.9
Median 0.7 0.6 0.5 0.5 7.7 5.8 5.3 4.8 13.3 12.0 104 10.0 0.8 1.1 0.9 0.9
VBC versus median -49 -31 -33 -35 -a 25 -32 44 -55 -65 -B8 -89
Stock Revenue Growth (%) EBITDA Margin (%) EBITDA Growth (%) EPS (cps) EPS Growth (%)

FY23 FYZ24E FY25E FY2GE FY23 FYZ4E FY25E FY2 6E FY23 FY24E FY2Z5E FY26E FY23 FY24E FY25E FYZ6E FY23 FY24E FY25E FY26E
Verbrec Limited -2.6 -17.6 14.0 10.6 4.1 76 9.2 10.1 -261.3 -253.7 375 211 -0.1 1.9 27 3.6 -107.4 -1361.2 443 345
Tasmea Limited 253 1584 128 10.8 146 154 150 148 25.8 2512 9.4 100 0.0 153 169 188 10.3 119
Monadelphous Group Limited -5.2 100 7.6 5.5 6.0 6.1 6.4 6.5 -19 132 124 6.8 55.9 62.9 734 783 24 126 16.8 6.6
Decmil Group Limited 295 52 101 4.0 18 32 58 56 -1206 B5.6 993 10 -1.2 11 55 61 983 -192.8 400.0 109
GR Engineering Services Ltd -15.4 5.4 3.3 8.6 8.1 95 9.1 101 -20.4 116 -15 216 170 191 185 233 -185 122 -3.0 259
SRG Global Limited 256 3186 78 6.7 99 92 93 93 400 220 88 70 6.7 74 83 87 48 9 105 124 438
Southern Cross Electrical Engineering -16.0 116 314 4.5 82 7.4 7.8 8.0 8.2 0.3 391 6.3 7.6 8.4 122 133 266 110 440 =
Lycopodium Limited 411 B.5 14 3.8 213 224 214 227 53.4 122 -2.0 101 117.7 1255 1124 1307 721 6.6 -25 6.8
Resource Development Group a7 1281 189 7.3 341 188 238 11.4 2167 26.3 500 -55.6 0.5 0.5 0.6 0.1 380.0 8.3 77 -82.1
GenusPlus Group Lid. -15 152 16.4 201 83 8.7 8.8 9.1 115 217 175 138 8.9 118 135 171 6.2 325 147 287
Civmec Ltd 27 207 14 5.3 127 113 114 11.0 17.2 69 21 17 11.2 12.7 129 13.8 104 135 16 7.3
Median 6.2 134 9.0 5.4 9.1 9.3 9.2 9.7 14.4 17.5 108 6.9 8.2 12.2 13.2 155 104 11.0 114 8.5
VBC versus median -143 -231 56 a7 -145 -18 o 4 -1820 -1554 245 206 -102 -85 -80 -7 -1134 -12485 230 306

Source: FactSet, Veritas estimates

24 May 2024

imited

Verbrec L



V=N O

SECURITIES LIMITED

EQUITY RESEARCH

RATING

BUY - anticipated stock return is greater than 10%
SELL - anticipated stock return is less than -10%
HOLD - anticipated stock return is between -10% and +10%

SPECULATIVE - high risk with stock price likely to fluctuate by 50% or more

This report has been issued by Veritas Securities Limited, ABN 94 117 124 535, Australian Financial Services Licence Number 297043 (Veritas).

This report was written by Max Moore and Stephen Scott on 24 May 2024. The views and opinions expressed in this research accurately reflect the personal views of the
analyst(s) about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of
specific recommendations or views in this research. The analyst(s) responsible for the preparation of this research receives compensation based on overall revenues of

Veritas and has taken reasonable care to achieve and uphold theirindependence and objectivity in making any recommendations.

Disclaimer. The information contained in this document is provided for informational purposes only and does not take into account your specific financial situation,
particular needs and investment objectives. This information does not contain sufficient information to support an investment decision and it should not be relied upon
by you in evaluating the merits of investing in any securities or products. Veritas recommends that you should consider your own circumstances and consult your own
financial adviser before making any financial or investment decisions. This information is not an offer or recommendation to purchase or sell any particular security. This
document has been prepared from sources which Veritas reasonably believes to be reliable and accurate as at the time of publication. However, none of Veritas, its
directors, employees and associates (Veritas Parties) give or make any representation or warranty that any such information is accurate, complete or up-to-date, and
Veritas disclaims all liability for loss or damage, direct or indirect (including by way of negligence), suffered by any person arising from any use of or reliance on such
information. Veritas does not accept any responsibility to inform you of any matter that subsequently comes to its notice, which may affect any of the information or

opinions contained in this document.

Disclosure of interest. Veritas Parties may receive or may have received fees, commissions and brokerage by acting as corporate adviser or broker for companies
described in this document, and may hold directorships or other offices with such companies. Veritas Parties may hold a material or beneficial interest in securities or
financial products described in this document, may benefit from an increase in the price or value of them, and may affect or participate in transactions which are
inconsistent with any statement made in this document. Veritas Parties beneficially hold less than 1% of the equity securities which are the subject of this research.

Veritas Parties have not received any benefits or assistance from the Company in preparing this research.
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