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SRG Global (‘SRG’) announced today it has secured >$500m of major
contracts in 4QFY24 alone, across a wide range of sectors. Whilst several
other competitors have recently cited delays in the award of projects, we
believe SRG continues to benefit from its diverse end-market exposure. In
our view, this is reflective of its strong momentum throughout FY24, which
we expect will carry over into FY25. In this context, we believe it is well-
placed to deliver ~10% EBITDA growth in FY25, which would represent
upside vs consensus estimates. We have lifted our PT to $1.06 (from $0.96),
reflecting a combination of EBITDA upgrades and a reduction in the
discount applied to our SOTP valuation. We believe recent share price
weakness is largely attributable to the closure of a major shareholder’s
fund, rather than fundamental reasons. Thus, we reiterate our BUY rating
and SRG’s position in the OML Analyst Conviction List.

Expecting strong FY24 result, with momentum into FY25

= Similar to its 1TH24 result, we expect SRG’s Asset Maintenance division to
be the key driver of its upcoming FY24 result, supported by cross-selling
and geographic expansion opportunities stemming from its ALS Asset
Care acquisition. In addition, we expect a stronger second half for both the
Engineering & Construction (‘E&C’) and Mining Services (‘MS’) divisions.

=  SRG has secured >$500m of new contracts in 4QFY24 alone, across a
wide range of sectors. Whilst several other competitors have recently cited
delays in the award of projects, we believe SRG continues to benefit from
its diverse end-market exposure. In that context, we expect its Order Book
to remain steady at ~$2bn at the FY24.

Earnings and Valuation Impact

= We have increased our FY24e-26e EBITDA estimates by an average of
0.8%, however our PT rises ~10% to $1.06, as we rolled forward our
valuation methods and reduced the discount applied within our SOTP
valuation due to increased revenue visibility (to -10% from -20%).

Investment View

= |n our view, SRG has achieved an underappreciated turnaround. It
currently trades at 4.3x FY25e EV/EBITDA, representing a ~34% discount
to peers, supported a ~5% FF div yield. We believe our forecasted
improved profitability, cash generation and return metrics may justify a
narrowing in SRG’s valuation gap vs peers over time.

Year-end June (3$) FY22A FY23A FY24E FY25E FY26E
Revenue ($m) 644.2 809.0 1,050.7 1,136.0 1,215.7
EBITDA ($m) 57.2 80.1 98.3 107.9 115.7
EBIT ($m) 29.6 40.2 56.1 61.6 67.2
Reported NPAT ($m) 20.1 22.6 35.0 39.2 43.5
Reported EPS (c) 4.0 4.8 6.7 7.4 8.3
Normalised NPAT ($m) 19.8 29.5 35.0 39.2 43.5
Normalised EPS (c) 4.5 4.7 6.7 7.4 8.3
EPS Growth (%) 66.6 5.8 40.9 11.9 10.9
Dividend (c) 3.0 4.0 4.5 4.9 5.4
Net Yield (%) 3.5 4.6 5.2 5.7 6.2
Franking (%) 100 100 100 100 100
EV/EBITDA (X) 6.4 5.3 4.7 4.3 4.1
Normalised P/E (x) 19.4 18.3 13.0 11.6 10.5
Normalised ROE (%) 8.6 11.2 11.8 12.5 13.2

Source: OML, Iress, SRG Global Limited
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Consensus Earnings

FY24E FY25E
NPAT (C) ($m) 35.2 40.1
NPAT (OM) ($m) 35.0 39.2
EPS (C) (c) 6.8 7.6
EPS (OM) (c) 6.7 7.4

Source: OML, Iress, SRG Global Limited
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Earnings and Valuation Changes

We have increased both our Revenue and EBITDA estimates, driven by continued
strength in SRG’s pipeline, accompanied by incremental fixed cost leverage. We
have also altered the discount applied in our SOTP valuation, as detailed below:

e Revenue: We have raised our FY24e-26e Revenue estimates by an
average of +2.7%. This has been driven primarily by sustained order book
momentum in both the Asset Maintenance and E&C divisions.

e Earnings: We increase our FY24e-26e EBITDA by an average of +0.9%.
This is primarily driven by incremental fixed cost leverage, particularly
within the Group’s E&C division. We note that our FY24e-26e Underlying
NPAT(A) declines by an average of -0.6%, after incorporating higher D&A
and net interest assumptions.

e Valuation: Despite relatively modest changes to our revenue and
earnings, we have increased our PT by ~10%. The greater proportional
increase in both valuation methods are driven by the following:

o DCF: Marginally higher long-term EBITDA margins and rolling
forward our valuation.

o SOTP: We have reduced the discount applied to SRG’s key
operating segments to -10% (from -20%). In our view, SRG has
continued to display consistent growth, with our forecasts
assuming it surpasses $1bn in revenue in FY24. In addition, we
reiterate our view that it is well-placed to deliver more consistent
profitability and cash generation, which we believe further
justifies a reduction in its valuation discount.

Taking these factors into account, we increase our PT to $1.06 (from $0.96) and
maintain our Buy Rating.

Figure 1: Key Earnings and Valuation Changes Summary

Group Revenue Group Underlying EBITDA Underlying NPAT(A)
New old New old Chg New old Chg

FY24e 1,050.7 1,029.6 2.1% 98.3 97.6 0.8% 39.3 39.1 0.5% 45 45 0.0%
FY25e 1,136.0 1,108.6 2.5% 107.9 107.4 0.5% 42.8 43.6 -1.8% 4.9 5.1 -3.9%
FY26e 1,215.7 1,175.4 3.4% 115.7 114.6 1.0% 47.0 47.2 -0.5% 5.4 5.5 -1.8%
Valuation Multiples Blended

New 1.02 1.10 1.06

old 0.97 0.96 0.96

Chg. 5.7% 14.8% 10.3%

Source: Ord Minnett Limited estimates

Recent contract wins highlight more than just momentum

As noted earlier, SRG has announced it has won >$500m worth of new contracts
in 4QFY24, across a wide range of sectors with blue-chip clients (e.g. BHP, RIO,
Origin Energy & Snowy Hydro). Interestingly, SRG has been successful in
winning some these contracts from Tier 1 contractors (e.g. Monadelphous,
Downer EDI), which in our view highlights both SRG’s strong reputation for
technical expertise, as well as its ability to compete against the largest
contractors in the country. Some of the recent contracts announced by SRG
include:

e Rio Tinto (Asset Maintenance): 6-year contract for asset integrity and
rope access services. We note that SRG displaced Monadelphous in
winning this contract.

e Origin Energy (Asset Maintenance): Contract extension
encompassing Asset Integrity services across Origin Energy’s QLD-
based upstream infrastructure.

e BHP Iron Ore (Engineering & Construction): Contract for the design
and construction of concrete tanks.
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Figure 2: SRG FY24 Result Preview

‘ ’ OML|  Cons| OMLe vs
FY22A FY23A FY24e FY24e Cons
External Sales
Asset Maintenance $SAm 2148 302.3 476.7
Change (yoy) % 14.9% 40.7% 57.7%
Mining Services $SAm 114.0 140.4 148.9
Change (yoy) % 25.5% 23.1% 6.1%
Engineering & Construction $Am 315.4 366.4 425.1
Change (yoy) % 8.1% 16.2% 16.0%
Corporate/Other SAm 0.0 0.0 0.0
Total External Revenue $SAm 644.2 809.0 1,050.7 1,064.8 -1.3%
Change (yoy) % 13.1% 25.6% 29.9% 31.6%
Total EBITDA
Asset Maintenance $SAm 25.2 35.8 54.0
...margin % 11.7% 11.9% 11.3%
Mining Services $SAm 23.9 29.5 31.9
...margin % 21.0% 21.0% 21.4%
Engineering & Construction $Am 22.8 31.8 34.7
...margin % 7.2% 8.7% 8.2%
Corporate/Other SAm (14.7) (17.0) (22.3)
...as a % of Rev % 2.3% 2.1% 2.1%
Total Underlying EBITDA A$m 57.2 80.1 98.3 97.7 0.6%
Margin % 8.9% 9.9% 9.4% 9.2% 0.2ppt
...change (YoY) % 21.6%  40.0%| 22.7% 22.0%
One-off Costs (1.0) (6.5) 0.0
Total EBITDA (Stat) A$m 56.2 73.6 98.3
Margin % 8.7% 9.1% 9.4%
...change (YoY) % 19.5% 31.0% 33.5%
Total D&A $Am (26.7) (33.4) (42.2) (39.0) 8.3%
D&A as a % of Rev. % 4.1% 4.1% 4.0% 3.7%
Total EBIT SAm 29.6 40.2 56.1 58.8 -4.5%
Margin % 4.6% 5.0% 5.3% 5.5%  -0.2ppt
Change (yoy) % 39.9% 36.1% 39.6% 46.1%
EBIT(A) $SAm 34.1 50.0 61.6
Margin % 5.3% 6.2% 5.9%
Change (yoy) % 35.9% 46.5% 23.1%
Net Financial Result $SAm (2.6) (4.3) (7.0)
Equity-Accounted Results SAm (0.0) (0.0) 0.0
Profit Before Tax SAm 27.0 35.9 49.2 52.2 -5.7%
Margin % 4.2% 4.4% 4.7% 4.9%  -0.2ppt
Change (yoy) % 45.0% 32.9% 37.1% 45.3%
Corporate Income Tax SAm (6.9) (13.3) (14.2)
Effective Operational Tax Rate % 25.4% 37.1% 28.8%
Net Profit After Tax (Reported) $SAm 20.1 22,6 35.0 35.2 -0.6%
Margin % 3.1% 2.8% 3.3% 3.3% 0.0ppt
Change (yoy) % 67.0% 12.1% 55.2% 56.1%
Amortisation of acquired intangibles SAm 2.5 2.3 43
One-off costs SAm 0.0 14 0.0
Acquisition, integration & restructuring costs SAm 0.7 4.5 0.0
Tax impact from prior year SAm (1.0) 1.0 0.0
Underlying NPAT (A) $Am 224 31.8 39.3

Source: Company Data, Ord Minnett Limited estimates
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SRG Global Limited Buy
PROFIT & LOSS (A$m) 2022A 2023A 2024E 2025E 2026E DIVISIONS 2022A 2023A 2024E 2025E 2026E
Revenue 644.2 809.0 1,050.7 1,136.0 1,215.7 Revenue (A$m)
Operating costs (587.0) (728.8)  (952.4) (1,028.1) (1,099.9)  Asset Maintenance 214.8 302.3 476.7 517.4 550.6
Operating EBITDA 57.2 80.1 98.3 107.9 115.7 Mining Services 114.0 140.4 148.9 157.8 166.5
D&A (26.7) (33.4) (42.2) (46.2) (48.5) E&C 315.4 366.4 425.1 460.7 498.6
Non-operating items (1.0) (6.5) - - - EBITDA (A$m)
EBIT 29.6 40.2 56.1 61.6 67.2 Asset Maintenance 25.2 35.8 54.0 59.4 63.6
Net interest (2.6) (4.3) (7.0) (5.6) (5.1) Mining Services 23.9 29.5 31.9 33.7 35.4
Pre-tax profit 27.0 35.9 49.2 56.0 62.1 E&C 22.8 31.8 34.7 39.2 42.8
Net tax (expense) / benefit (6.9) (13.3) (14.2) (16.8) (18.6)
ig!z;zt’\'ltsg‘il Adj. ©3) 6.9 . . " 'KEY METRICS (%) 2022A  2023A  2024E  2025E  2026E
Normalised NPAT 19.8 295 35.0 39.2 435 :gﬁgieggr;mh ;i; ig'g 22'3 2& ;g
Reported NPAT 20.1 22.6 35.0 39.2 43.5 EBIT growth 39:9 36:1 39:6 9:8 9:1
Normalised dil. EPS (cps) 45 47 6.7 4 83 Normalised EPS growth 66.6 58 40.9 11.9 10.9
Reported EPS (cps) 4.0 4.8 6.7 7.4 8.3 EBITDA margin 8.9 99 94 95 95
. OCF /EBITDA 104.3 62.3 91.3 77.7 78.4
Effective tax rate (%) 25.4 37.1 28.8 30.0 30.0 EBIT margin 26 50 5.3 54 55
BE: Ezzz; 3'? 4'(3 4'? 4'? 5"3 Return on assgts 4.8 4.7 6.4 6.5 6.9
- . Return on equity 8.6 11.2 11.8 12.5 13.2
Dividend yield (%) 35 4.6 5.2 5.7 6.2
Payout ratio (%) 67.2 84.7 67.6 65.8 65.4
Franking (%) 100.0 100.0 100.0 100.0 100.0 VALUATION RATIOS (x) 2022A 2023A 2024E 2025E 2026E
Diluted # of shares (m) 451.2 477.7 526.2 526.5 526.5 Reported P/E 21.5 18.1 13.0 11.6 10.5
Normalised P/E 19.4 18.3 13.0 11.6 10.5
CASH FLOW (A$m) 2022A _ 2023A _ 2024E__ 2025E _ 2026E i:zz 12 ;rTe: Cash Flow gi 3;:2 12:: 13:: 121
EBITDA incl. adjustments 57.2 80.1 98.3 107.9 115.7 EV/EBITDA 6.4 53 4.7 4.3 a1
Change in working capital 25 (30.2) (8.6) (24.1) (25.0) EV/EBIT 124 106 8.2 75 70
Net Interest (paid)/received (2.6) (4.3) (7.0) (5.6) (5.1)
Income tax paid 4.0 (2.5) (14.1) (16.8) (18.6)
Other operating items - - - - - LEVERAGE 2022A 2023A 2024E 2025E 2026E
Operating Cash Flow 61.1 43.1 68.6 61.4 67.0 ND / (ND + Equity) (%) (9.6) 55 2.4 3.7 5.2
Capex (18.7) (30.3) (25.4) (27.7) (31.5) Net Debt / EBITDA (%) (35.9) 21.2 7.6 11.6 15.9
Acquisitions (17.3) (76.6) (1.2) - - EBIT Interest Cover () 115 9.3 8.1 10.9 13.2
Other investing items - - - - - EBITDA Interest Cover (x) 22.3 18.4 14.1 19.1 22.7
Investing Cash Flow (33.6) (102.5) (25.4) (27.7) (31.5)
Inc/(Dec) in equity - 48.8 : . °  'SUBSTANTIAL HOLDERS m %
In_c/_(Dec) in bprrowings 4.8 259 (2.8) 6.0) (6.0) Perennial Value Management Limited 36.4 7.0%
gmg?:ﬁ;:j:ﬁg tems (1(;2 (1(;;; ggg; g:ii gig First Sentier Investors (Australia) IM L 30.1 5.8%
Financing Cash Flow (14.5) 47.9 (36.6) (44.6) (47.4) Ryder Investment Management Pty Limited 19.7 3.8%
FX adjustment - (0.1) - - -
Net Inc/(Dec) in_Cash 13.0 (11.6) 6.7 (11.0) (11..9) VALUATION
WACC (%) 11.0
BALANCE SHEET (A$m) 2022A 2023A 2024E 2025E 2026E Equity NPV Per Share ($) 1.02
Cash 59.3 47.7 54.4 43.4 314
Receivables 97.9 110.3 129.2 142.0 155.0 Multiples valuation 1.10
Inventory 60.8 88.0 1135 125.0 136.8
Other current assets 24.3 25.9 40.8 54.3 60.1
PP&E 104.3 113.0 108.0 103.6 101.4 Target Price Method Blended (DCF/SOTP)
Ir'!vestrpents . : . . . Target Price ($) 1.06
Fmanc_lal Assets N ) . ) A Valuation disc. / (prem.) to share price (%) 22.8
Intangibles 102.6 170.4 172.4 171.8 171.8
Other non-current assets 35.3 29.9 35.4 37.0 40.3
Total Assets 484.6 591.2 653.7 677.0 696.9
Short term debt 14.0 20.3 18.1 12.1 9.1
Payables 122.4 116.1 149.2 159.0 170.2
Other current liabilities 40.8 46.2 58.5 61.7 56.2
Long term debt 24.8 44.4 43.7 43.7 40.7
Other non-current liabilities 10.9 15.7 17.6 19.2 22.5
Total Liabilities 250.0 300.7 348.1 356.8 359.7
Total Equity 234.6 290.5 305.6 320.3 337.2
Net debt (cash) (20.5) 17.0 75 12.5 18.4
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Guide to Ord Minnett Recommendations

Our recommendations are based on the total return of a stock — nominal dividend yield plus capital appreciation — and have a 12-month
time horizon.

SPECULATIVE BUY We expect the stock’s total return (nominal yield plus capital appreciation) to exceed 20% over 12 months.
The investment may have a strong capital appreciation but also has high degree of risk and there is a
significant risk of capital loss.

BUY The stock’s total return (nominal dividend yield plus capital appreciation) is expected to exceed 15% over the
next 12 months.

ACCUMULATE We expect a total return of between 5% and 15%. Investors should consider adding to holdings or taking a
position in the stock on share price weakness.

HOLD We expect the stock to return between 0% and 5%, and believe the stock is fairly priced.

LIGHTEN We expect the stock’s return to be between 0% and negative 15%. Investors should consider decreasing their
holdings.

SELL We expect the total return to lose 15% or more.

RISK ASSESSMENT Classified as Lower, Medium or Higher, the risk assessment denotes the relative assessment of an individual

stock’s risk based on an appraisal of its disclosed financial information, historical volatility of its share price,
nature of its operations and other relevant quantitative and qualitative criteria. Risk is assessed by
comparison with other Australian stocks, not across other asset classes such as Cash or Fixed Interest.

Disclosure: Ord Minnett is the trading brand of Ord Minnett Limited ABN 86 002 733 048, holder of AFS Licence Number 237121 and is an ASX Group Participant,
a Participant of Cboe Australia Pty Ltd and a wholly owned subsidiary of Ord Minnett Holdings Pty Limited ABN 32 062 323 728. Ord Minnett Limited and/or its
associated entities, directors and/or its employees may have a material interest in, and may earn brokerage from, any securities referred to in this document. This
document is not available for distribution outside Australia, New Zealand and Hong Kong and may not be passed on to any third party or person without the prior
written consent of Ord Minnett Limited. Further, Ord Minnett and/or its affiliated companies may have acted as manager or co-manager of a public offering of any
such securities in the past three years. Ord Minnett and/or its affiliated companies may provide or may have provided corporate finance to the companies referred to
in the report.

Ord Minnett and associated persons (including persons from whom information in this report is sourced) may do business or seek to do business with companies
covered in its research reports. As a result, investors should be aware that the firm or other such persons may have a conflict of interest that could affect the
objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

This document is current as at the date of the issue but may be superseded by future publications. You can confirm the currency of this document by checking
Ord Minnett's internet site.

Disclaimer: Ord Minnett Limited believes that the information contained in this document has been obtained from sources that are accurate, but has not checked or
verified this information. Except to the extent that liability cannot be excluded, Ord Minnett Limited and its associated entities accept no liability for any loss or
damage caused by any error in, or omission from, this document. This document is intended to provide general securities advice only, and has been prepared
without taking account of your objectives, financial situation or needs, and therefore before acting on advice contained in this document, you should consider its
appropriateness having regard to your objectives, financial situation and needs. If any advice in this document relates to the acquisition or possible acquisition of a
particular financial product, you should obtain a copy of and consider the Product Disclosure Statement for that product before making any decision. Investments can
go up and down. Past performance is not necessarily indicative of future performance.

Analyst Certification: The analyst certifies that: (1) all of the views expressed in this research accurately reflect their personal views about any and all of the subject
securities or issuers; (2) no part of their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed herein.

Ord Minnett Hong Kong: This document is issued in Hong Kong by Ord Minnett Hong Kong Limited, CR Number 1792608, which is licensed by the Securities and
Futures Commission (CE number BAI183) for Dealing in Securities (Type 1 Regulated Activity) and Advising on Securities (Type 4 Regulated Activity) and Asset
Management (Type 9 Regulated Activity) in Hong Kong. Ord Minnett Hong Kong Limited believes that the information contained in this document has been obtained
from sources that are accurate, but has not checked or verified this information. Except to the extent that liability cannot be excluded, Ord Minnett Hong Kong
Limited and its associated entities accept no liability for any loss or damage caused by any error in, or omission from, this document. This document is provided for
information purposes only and does not constitute an offer to sell (or solicitation of an offer to purchase) the securities mentioned or to participate in any particular
trading strategy. The investments described have not been, and will not be, authorized by the Hong Kong Securities and Futures Commission.

Note: Through various investment entities, Bruce Mathieson beneficially holds a major shareholding in the Ord Minnett group as well as substantial shareholdings in
Endeavour Group and Star Entertainment.

For summary information about the qualifications and experience of the Ord Minnett Limited research service, please visit http://www.ords.com.au/our-team-2/
For information regarding Ord Minnett Research’s coverage criteria, methodology and spread of ratings, please visit http://www.ords.com.au/methodology/
For information regarding any potential conflicts of interest and analyst holdings, please visit http://www.ords.com.au/methodology/

The analyst has certified that they were not in receipt of inside information when preparing this report, whether or not it contains company recommendations. Any
reports in this publication have been authorised for distribution by Alastair Hunter, Head of Institutional Research at Ord Minnett.
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