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EDIL SAN FELICE BUY

Sector: Infrastructure New Coverage

TP4.2

New Coverage

Future-proofing infrastructurenaintenance

Target price upsidé8%
Edil San Felice provides maintenance services primarily to highwaypartd (substitution of
safety barriers, road signdamagerepairs, etc.), improving the useful life of the infrastructure’ i Cld =R ETD) ESFIM  ESFWN
With an established track record in ordidemtraordinaryworksin Campania anih Italy, ESF |G e /G0 2.5
sales grew remarkabl21.8% CAGR ). We believe that mwth potential is still untapped _’I‘_‘(')t';fl ﬂ’d(;fsshrz:s(g‘n"g) ig'g
W|th_ upcoming geographlc_al expansl_dav_e_raglng on an |ntegr_ated bu_smess quel and [ cap (Eu mn) 8
capillary workforce. The mix bigh profitability and asselight business triggers a high ROCIE S VE e (200 ) 48
(41% in FY32Thenet proceeddrom the recent IPO (EQ.2mn)should accelerate expansion inf HEEELE 6l ) 11%
adjacent markets (e.g. RailWaye initiate with BUY and TP ofiR(share. Free Float Ord. (Eu mn) 5
Daily AVG liquidity Ord. (Eu k) 42
1 Fultservice provider of infrastructure maintenand®ith 40+ years of activity, Edil Saelice M
provides a complete offer of infrastructure services of ordinary and extraordinary maintena e = " 27%  na  na
works primarily to highways and airports. While the ordinary maintenance gives a solid [FERGNEE = eE Tl
reoccurring base of revenues with high visihilihe extraordinary service requires a hight 2L SAEULE
degree of specializationa OF f 6 Af A& 2LISNFidGAy3d SEBKO
leveraging on+200 specialized workers and 150 vehicles, ESF takes full control over the e
project value chain without making uskamy subcontractor. With Eu34.3mn revenues in FYZ
(45% extraordinary/55% ordinary workESHs activein Campania (62% &fY22sales) and is
successfully expanding across other regions @88ale$ thanks to itssolid track recordvith
zero penalty and delayg/hilethe client concentratiodooks quite higl{f87%made by ASPI and
ANAZ, this is structurah the sector asboth clients manag60% of kms dighwaysn Italy.

1 Onestopsshop solutionwith a subcontracfree approach The reference infrastructure

maintenance arena in ltaly is populated by a fragmentated number of specialists, us -zfidnSEfﬁ.ﬁesAnf_%ﬁiRe.ﬁﬁfnsgigﬁfmcﬁf/u
operating at regional/muliocal level We identified few players in Italput only 7 provide e

ordinary services due to higher entry barriers related to the need of local presence and a
located in the area. We believe that ESF is successfully expanding into a new region due FY24i
competitive positioning that relies on its: 1) integrated business muatieut sub-contractors; Sales 53
2) fulkservice capalbfies in both ordinary and extraordinary maintenance; and 3) establishi2=10ie)a . . 11.7
trackrecord We believe that the competitive positioning of ESF is well summarized by s : : L

superior level of ROCE dR4 in FY22, well above the averagisofompetitors. E':,g ‘:’“g'rd_ g:g;g

. S . . EV/EBITDA 2.7
1 ManyM&A options area clearupside riskOrganic growth should be accompanied by severga 5= adj. e.o§

M&A optionalityin threemaindirections: 1) Expansion in the railwssctor, 2) Entrance in the FEsVEEGREL 0.0%
field of diagnostics and inspections; 3) Expansion in the restoration of cultural heritage FgeELl 0.0% 10.3%
(alreadymade a first bolbn acquisitionin the field last month) In the first case, the railway [FAEEEGCELEEEI RN CED) (18.3)

Net debt/EBITDA nm nm

maintenance sectocould bring a substantial upside risk to the growth profileese options
allow to enter in different field as track record, certifications, an#nowhow are key
requirements. The expansion in diagnostics & inspections, as well as in cultural heritage
restoration couldjive business diversification afutither boostin revenues.

1 Topline and margin expansion coupled with str@agh generationWe believe that ESF Andrea Zampalom
should continue tdave a remarkablgrowth in the coming years, resultingsales to increase |elbelE Al E el IIEEEIER 6l
by +18.7% CAGR 25E EBITDA shouldift from Eu6.9mn/20.1% margin in FY22 tq ageie 0 Geieysisykl
Eul2.8mn/22.5% in FY25E (22.9% CAGPESERthanks to: 1) internalization of carpentr
process 2) higher operating leverage; 3) logistic efficiency; and 4) gradual shift from leasi
proprietary fleet of specialized vehicl&he asset light business modahd low capex needs
deliversan attractive FCEBITDAfa15% onavg. inFY2325E excluding extraordinary capex

Head of Research

Luca Arena
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1 We initiate with BUY and BPEw.2/share Listed at the end dbept 23, EShs-1% from IPO  BREIHOR-RS 2100
andslightlydownvsthe FTSE Italian Mid Cap indébe believe that investsican look abur
infrastructure services & construction peeRegway Salcefetc) for a valuation benchmark
DCFist @It AR I f (SNY I BGFg&ntial e iQitatelivittNEDY &nd TROG
Ewt.2/share based on EV/EBITBAX2324Eof the selected peers after a 10% discount and DCF

Lathwe¢! bed tfSFasS NBEFSNI G2 GKS flLad LI IS 2F GKA& NBLER2NI F2N aLYLR2N
This research is the product of Alantra Capital Markets, which is authorized and regulated by the Comision Nacional@deM&loaes in Spain, and by Consob in Italy.
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SummarnyFinancial§iITA GAAP)

FY21A FY22A FY23E FY24E FY25H
9 52. 57

P&L account (Eu mn)

Cash flow (Eu mn) FY21A FY22A EY23E FY24E FY25}

Total Revenues . 4. 45.1 6 ./ EBITDA adijusted 4.4 6.9 9.9 11.7 13.0
Gross margin na na na na na  Net financial charges 0.0 0.2) 0.2) 0.2) 0.2)
EBITDA reported 4.4 6.9 9.9 11.7 13.0  Cash taxes (13 @5 (0 (23) (2.5
D&A (0.3) (0.5) (0.8) (1.3) 1.3) Ch. in Working Capital 1.1 2.7) (3.0) (2.1) (2.0)
EBIT reported 4.1 6.4 9.1 10.4 11.7  Other operating items 0.4) 0.9) 0.4 0.3 0.2
Net financial charges 0.0 0.2) 0.2) 0.2) (0.2)  Operating cash flow 3.9 2.7 5.2 7.5 8.5
Associates 0.0 0.0 0.0 0.0 0.0 Capex 3.0) (1.8) 4.4) (2.5) (2.0)
Extraordinary items 0.0 0.0 0.0 0.0 0.0 FCF 0.9 0.9 0.9 5.0 6.5
Pre-tax profit 4.1 6.2 9.0 10.3 11.5 Disposals/Acquisitions 0.0 0.0 (0.4) 0.0 0.0
Taxes (1.3) 1.5) (2.0) (2.3) (2.5) Changes in Equity 0.0 0.0 11.7 0.0 0.0
Minorities 0.0 0.0 0.0 0.0 0.0 Others 0.0 (0.2) 0.0 (0.0) 0.0
Discontinued activities 0.0 0.0 0.0 0.0 0.0  Dividends (1.3) 0.9) 0.9) 0.0 0.0
Net profit reported 2.9 4.8 7.0 8.0 9.0 Ch. in NFP (0.4) (0.2) 11.3 5.0 6.5
EBITDA adjusted 4.4 6.9 9.9 11.7 13.0
EBIT adjusted 41 6.4 9.1 104 117
Net profit adjusted 2.9 4.8 7.0 8.0 9.0 Capex/Sales 10.4% 5.1% 9.7% 4.8% 3.4%
Capex/D&A 10.2x 3.4x 5.4x 2.0x 1.5x
FCF/EBITDA 19.4% 13.0% 8.7% 42.6% 50.1%
Gross margin nm nm nm nm nm FCF/Net profit 29.9% nm 12.4% 62.1% 72.6%
EBITDA margin (adj) 15.2% 20.1% 22.1% 22.3% 22.5% Dividend pay-out 32.8% 18.9% 0.0% 0.0% 0.0%
EBIT margin (adj) 14.1% 18.6% 20.3% 19.9% 20.2%
Pre-tax margin 14.2% 18.1% 19.9% 19.6% 19.9%
Net profit margin (adj) 9.9% 13.9% 15.5% 15.3% 15.5%  Working capital 1.6 4.6 7.6 9.6 11.6
Fixed assets 5.2 6.6 10.6 11.8 12.5
Growth rates (%) EY21ANEY 22ANEY 23ENEY 224EN Y 25 N (VS o IR ()1 (1.0 (1.4) (1.8) (2.1) (2.3)
Sales 61.6% 17.5% 31.5% 16.6% 9.8% Net capital employe: 5.8 9.8 16.3 19.4 21.8
EBITDA 91.1% 55.7% 44.3% 17.6% 11.2% Net debt/(Net cash) (2.3) (2.1) (13.3) (18.3) (24.8)
EBITDA adjusted 91.1% 55.7% 44.3% 17.6% 11.2% Equity 8.1 11.9 29.7 37.7 46.7
EBIT 102.1% 54.7% 43.3% 14.2% 11.7% _Minority interests 0.0 0.0 0.0 0.0 0.0
EBIT adjusted 102.1% 54.7% 43.3% 14.2% 11.7%
Pre-tax 104.4% 49.8% 44.5% 14.5% 11.9%
Net profit 103.3% 65.3% 47.2% 14.5% 11.9% Working capital/Sale 5.4% 13.3% 16.8% 18.3% 20.2%
Net profit adjusted 103.3% 65.3% 47.2% 14.5% 11.9% Net debt/Equity nm nm nm nm nm
Net debt/EBITDA nm nm nm nm nm
Per share data FY21A FY22A FY23E FY24E FY25H
Shares 19.249 19.249 19.249
N. of shares AVG 19.249 19.249 19.249 EVI/CE 2.0x 1.5x 1.1x
N. of shares diluted AVG 19.249 19.249 19.249 P/BV 1.6x 1.3x 1.0x
EPS 0.364 0.416 0.466 EV/Sales 0.8x 0.6x 0.4x
EPS adjusted 0.364 0.416 0.466 EV/EBITDA 3.7x 2.7x 2.0x
DPS - Ord. 0.000 0.000 o0.000 EV/EBITDA adjusted 3.7x 2.7x 2.0x
DPS - Sav. 0.000 0.000 0.000 EV/EBIT 4.0x 3.0x 2.2x
BVPS 1.542 1.958 2.424 EV/EBIT adjusted 4.0x 3.0x 2.2x
P/E 6.9x 6.0x 5.4x
P/E adjusted 6.9x  6.0x  5.4x
Share price Ord. (Eu) na na 2.5 2.5 2.5 ROCE pre-tax 74.5% 71.1% 62.4% 52.7% 51.2%
Market cap 48.1 48.1 48.1 ROE 35.7% 40.0% 23.6% 21.3% 19.2%
Net debt/(Net cash) (2.3) (2.1) (13.3) (18.3) (24.8) EVIFCF 41.9x 6.4x 3.9x
Adjustments 1.0 1.2 1.6 1.9 2.1 FCF vyield 1.8% 10.3% 13.5%
Enterprise value 36.4 31.7 25.4 Dividend vyield 0.0% 0.0% 0.0%

Source: Company dafdnauditedFY21A dajaAlantra estimates from 232All adjusted figures are based on Alantra estimates

_Strengths

_Weaknesses

High concentration of clients
Limited presence outside the Campania region
Dependency on few key people

Established activity in full-service maintenance to highways
Subcontract-free approach
Strong track-record with zero claims and delays

o Opportunities |
Old infrastructure and highways in Italy with high needs of maintenanc
Growth outside Campania region
Vertical & horizontal integration through M&A

L L R —
Price pressure from commissioners might dent profitability
Internalization of ordinary maintenance from commissioners
Increase competition when entering into a new region

Key shareholders | [ Next events
The Sight Srl - 75.87%
Invitalia - 7.19%
Indépendance AM - 5.54%

Market - 11.4%

Management | [
Lorenzo Di Palma - CEO
Carmelo Intrisano - Chairman
Vincenzo Di Pietro - CFO
Marika Sgritto - IR
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Executive Summary

Edil San Feliggovides maintenance servicgsibstitution of safety barriers, road sigdamagerepairs, etc.)
primarilyto highways and airports, improving the useful lifehefinfrastructure With an established track
record inboth ordinary and extraordinary maintenance in Campania and across ltaly, ESF has experience
remarkable growthq1.8% CAGR I®). We believe that gwth potential is still untapped with upcoming
geographical expansig.g. Emilia RomagnaThe combination ofttractive doubledigit profitability and
asset light business model with low capex needs delivers a strong FCF generation ad0.B@GEY 22

TherecentIPO EUL0.2mn net proceed$ should providdinancial resources to managepansion into other
marketsthrough M&A(e.g. Railway sectpiWe initiate with BUY aribPof Eul.2/share.

Fullservice provider of infrastructure maintenance

With 40+ years of activity, Edil San Felice (ESF) provides a complete offer of infrastructure services of ordil
and extraordinary maintenance works primarily to highways and airports. These services include amo
others, the supply and installation of safety barriers, road signs damage repair, joints substitution, etc. Wh
the ordinary maintenance gives a solid and reoccurring base of revenues (services related to preserve «
keep proper highways condition) with high visibility (contracts last up to 40 months), the extraordinar
ASNIAOS NBIjdzANBa || KAIK RSANBS 2F ALISOALFEATIEGA:
expansion (intervention of repairing, replacing or rehabilitating parts of highways, viaducts and bridges).

leveraging on over 200 specialized workers and 150 vehicles, ESF takes full control over the entire pro
value chain without making use of any subcontractor. With Eu34.3mn revenues in FY22 (45
extraordinary/55% ordinary works; 24% CAGR2) the group has built an established track record based

on a strict quality and safety policy (zero penalty and delays) in Campania (62% of sales) and is succes:
expanding across other 9 regions (38% of FY22 sales). On top of that, the group has entered in the restora
of cultural heritages with a recent balh acquisition. While a substantial client concentration of FY22 sales
GAOGKAY GKS FANRG (G662 OftASyGa oyt YFERS o6& ! dziza

of the highway infrastructure market, as these two players represent a combined 60% share in terms of ki
of highways under management. Based in Nola (NA) with a new production unit in Bologna, ESF is 1(
owned by Lorenzo di Palma (CEO).

Overview of Edil San Felice

With 40+years of activitfSF provides a complete offer of infrastructure services of ordinary and extraordinary maintenance work ighavidys

ORDINARY AND EXTRAORDINARY MAINTEINANCE OF INFRASTRUCTURES

Maintenance of highways,

Road services viaducts, bridges, airports, etc.

EIGES Supply and installation of safety
installation barriers

Production and installation of

Road signs vertical/horizontal road signs

Other road Other maintenance services for

SALES FY22

Ordinary; Branch

services snow, cleaning, leasing etc. 55.0% 38% of FY22
sales
Civil & industrial Construction/renewal of outside HQ
construction industrial and civil buildings Campania
Environmental & Collection and transport of
waste services special hazard waste
Main Clients Key figures 2022
P A~ 206 +24%
autostradel e [talia AMPLIA Empl Revenue
INRRASTRUCTURES. mployees CAGR 19-22
anas A
9% Acroporti V0" A 150 0
- di Roma A Specialized Claims and
BESING Vehicles delays

SourceAlantrg ESINOTE: Breakdown of ordinary/extraordinary activity refers to value of teadlarsled (which differs from sales as it also includes business fronelated tenders)
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Leading the ordinary maintenance arena with a-st@-shop solution

The infrastructure maintenance arena in ltaly is populated by large players (e.g. Webuild), whose cc
business is related to the construction of infrastructure, entities owned by highways companies (e.g. Ampl
which usually covers a limited part of maintenance works which are not made through teredgrgoad
surface related services) and by a fragmentated number of maintenance specialists, usually operating
regional/ multilocal level, offering several types of services with different degrees of specialization. While th
former group is present only into large size projects, the latter participates primarily to smaller projects or &
subcontractor into larger tenders. Furthermore, we highlight that Webuild and other large constructior
companies normally: 1) do not take part in ordinary maintenance (which requires local presence with
physical branch) and tend to in turn use samtractors (i.e. local specialists) to perform the works. Within
the group of specialists, we selected 16 major companies in ltaly, of which only 7 provide ordinary servic
due to its higher entry barriers related to the need of local presence and assets located in the are
(specialized workforce team and machines) and required authorisations. Within the specialists group acting
ordinary maintenance, ESF is the second player by revenues (after AVR, which is mainly active
environmental and waste services) and with the highest EBIT margin (20.2% in FY22) among the top 5 pla
by sales. While extraordinary maintenance is scalable across regions, ordinary specialists are often presi
one specific region, thus entry barriers are higher. We believe that ESF is successfully expanding into a
region (Emilia Romagna) due to its competitive positioning that relies on its: 1) integrated business mod
allowing to provide maintenance services without relying oncsuitractors; 2) fulservice capabilities with
diversification in both ordinary and extraordinary maintenance, covering all the needs of infrastructur
preservation; and 3) long and established treegord in the field (first operator in Campania with strong ties
GAGK 1 dzi2a0NI RS LISNI tQLGFEALO® 2SS 06StAS@S GKI G
superior level of ROCE of 40.8% in FY22, well above the average of the top 5 players.

Overview of the competitive arena (lhs) and distribution of ordinary maintenance players in Italy (rhs)
ESF is the second player by revenues among the ordinary maintenance specialists in Italy andyi®pdeswan of maintenance services

Size/
Revenues

%2%) DE ZOTTIS sma
frewaygroup
M coumorersn GSA :"E: i
e~ ESF'| upcominG
SHEN, _ oo
ISAC
“~
avr
Intergeos Srl
o —
avr
Pintragest
Divisione Cantieri GSA V Giovetti Sistam ==
Stradali — - .
® ESF,
%) DE ZOTTIS m.
=¢glnfragesl.
EDIL SA. MA. SRL ” PELUSOCOSTRUZIONI Parente Lavori Srl
1 # of maintenance services* 6

. Ordinary Services

SourceAlantraelaboration *We divided maintenance services under 6 categories (Environmental, Cleaning, Civil, Industrial, Road Signs and Roads)

Maintenance is a must across all infrastructure types

Edil San Felice is primarilytiee in the maintenance works of highway infrastructures, with some minimal
exposure also to airportd. Y G KS FT2NNSNJ JS NI A énd ANASae dué taini pllyeRsS |
represening, respectively, 36%nd 24%of the total kms of highways in Italy. Therefore, their maintenance
plans are a close indication of the entire addressable market. The former has historically spent aroaverage
EuZ0mn and Eu30mn in extraordinary and ordinary maintenance works, respectively, in the period FY19
22A. Looking at the industrialf 'y NBf SFaSR o0& ! dzi2a0dNF¥RS LISNI [ Q
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continue in the future, with a total of Eu6.8bn expected between 2020 and 2038. If we consider the tote
amount of investments made in the period 262@R2 (Eu2.0bn), the remaining portion of the planned
maintenance (Eu4.8mn) implicates a yearly average of ca. Eu320mn from 2023 to 2038. Looking at AN
maintenance normally accounts for >Eu98k/km, totaling a minimum annual investment of &amé iy
O2yaARSNAY3I (KS OdNNByid &dG201 2F mMZIydhylYd / 2yaA
FYR FaadzyAyad GKS alyYS exklY F2N) dKS 20KSNJ LI}l es
market of >Eu840mn on an annual basis. Moving away from the highway field, airports and, most of &
railroads are other extremely important markets in terms of maintenance works. Gruppo FS lItaliane, tt
operator of the Italian railroads, issued a 22281 business plan that foresees investments in maintenance
and CAPEX for Eul110bn in the period, for an estimated average annual amount of ca. Eul4bn. Precisely,
than Eu50bn will be addressed towards the regions where Edil San Felice is currently operating. On
regulation side, the newi / 2 RA OS 5 Seéletiskd in APLDI2@28 ¢ardd operative as from July 2023)
should bring simplification to the overall PPP system by: 1) increasing the limits for the direct contractir
(@! FFARI YSY df anairiehaNde (workséand in turn speed up their assignment; 2) legalizing the
G adzo I LILI £ G 2which alldws s@todtiactors, in turn, to make use of thady enterprises); 3)
implementing thea ! LILJF £ G 2 , thuy all@&vihdlthelafvdrding of design and execution of the project to
the same contractor.

Substantial maintenance needs across highway and railroad infrastructures
We estimate a maintenance market of >Eu840mn/year for highway infrastructure, while the railway market looks at Eul{bfmeimeslance + CAPEX)

Market share of Autostradeper[ Q L: 2,856 lnis of highway The operatoRete Ferroviaria Italiana S.panages
maincommissioners ANAS: 1,898 kms of highway the entire Italian railway infrastructure, for a total d
Total Market: 8,006 kms of highway more than 16,800 kms

MainPlayers autostrade”per l'italia 5

Highway Railway

=
7y FERRQVIE
ITALIANE

| dzii 2 4G N} RS HuwSSHAn FY2R th FYBSJ H The 20222030 business plan of Gruppo FS forese

Estimatednarket Size ANASMin annual investment of cBu185mn* investments in maintenance and CAPEX for Eull
Total Market: esttu840mn/year (only maintenance) (ca.Eul4bn annual average
The newCodiceDegliAppaltireleased in April 2023 should bring simplification to the overall PPP syste
{2dzNOSY ' fFyiNI = 1 dzi280GNI RS LISNI [ QL (i Infaikténance ekpenseperRNbzhiiydad ABAS. ! b{ CL{!' T f .l &SR 2

A balanced organic growth with upside risk from M&A

Edil San Felice bposteda solid growth in th past years, with a doubtigit CAGR 20122. Future organic
growth should be further stimulated by a forthcoming expansion in Emilia Romagna, where the group h
recently established a branch to have a physical presence and thus enable ordinary maintenance wor
Expansion in ordinary maintenance in the region should contemporarily allow the group to grow whil
maintaining a balance between ordinary (predictable, d®ngn contracts, need of physical branch in place)
and extraordinary (more occasionaljtthigher margins, no need of physical branch and more scalable)
maintenance works, which thus trigger high visibility of revenues and fostering growth. Organic growt
should be accompanied by several M&A optionality, which could materialize in three directions: 1) Expansi
in the railway maintenance sector; 2) Entrance in the field of diagnostics and inspections; 3) Expansion in
restoration of cultural heritage sites (first bol acquisition already completed in October). In the first case,
the expansion in the railway maintenance sector could bring a substantial upside risk to the growth profile
considering the dimension of such market in Italy. An acquisition of an established player would &
fundamental to enter the field as (i) track record, (ii) certifications, and (iii)-knamare key requirements.
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Another possible angle to target this market would be to act asentractor of multiple projects, gradually
getting enough track record to participate to tenders. However, this way would be moredimaeming and
riskier (upfront investments in machines and workforce without any secure client). The expansion |
diagnostics & inspections, as well as in cultural heritage sites restoration could also be interesting to give
further boost to revenues growth, as well as to differentiate the client base and the sector of activities. Th
recent acquisition in this field goes in this directi®ther corollary projects are also ongoing, such as the
development of an automatic codaying vehicle and the implementation of Salesforce to improve the IT
infrastructure, among others.

M&A to support a welllefined organic growth

ESF should maintain a similar balance across ordinary and extraordinary maintenance, while also expanding in EmiliadR«
compounding the growth projects with M&A

Al £
Organic Growth M&A
Maintain balance between ordinary o Expansion in the railway maintenance
and extraordinary sector .
a gg Track Record
30% " 45% g
P FERROVIE & Certificati
- : = I G S ] cericarions
L
&

2019 2022

@ Know-how

W Ordinary Extraordinary L

e Expansion o Expansion in diagnostics & inspections
in Emilia Inspections and surveys, structural assessment,
Romagna diagnosis, long term monitoring and control

[ 1
15t Boiton M&A |
deal already |

1

1

S f c .1
o Expansion in cultural sites restoranonl

New branch established in Bologna
at the beginning of 2023 Company active in monuments maintenance| made on Oct. 23
services to leverage on road expertise S —— ]
N\ )\ J

Corollary Projects

Digitalization Development of Tracing of
¢ - 9
@ though Salesforce b— R automatic cone- m machinery and
I:l project O = laying vehicle equipment

Source: AlantraCompany presentation

20.1% sales CAGR-22 driven by geographical expansion and market share gains

Edil San Felice has experienced a remarkable growth, reaching Eu30.7mn sales in FY22 (21.822)CAGR
thanks to the consolidation of ordinary maintenance business in Campania and the expansion of tl
extraordinary business across Italy. We believe that in the near future, ESF should continue to gro
leveraging on the new headquarter in Bologna coupled with itsttacl record, which should allow the
group to bolster revenue expansion outside the Campania region. On the other hand, ESF should increas
number of awarded tenders, adding new clients and increase the share of wallet of the existing one
(especially the recently added ANAS). The group is targeting to keep an optimal balance between the t
types of maintenance to exploit double advantages: a solid base of reoccurring revenues stream (ordina
and higher margins (extraordinary). The mgmt. foresees to reach Eu50mn in sales and 10mn EBITDA in F
Our FY23 tofine estimate stands conservatively lower than mgmt. guidance (our est. Eu45mn) with EBITL
in line. All in all, we expect sales to increase by +20.1% CAZBE @2#th an average ordinary/extraordinary
maintenance works weighing 51/49% in the forecasted period and with a healthyosbitikatio of 1.1x on
average. EBITDA should increase from Eu6.9mn/20.1% margin in FY22 to Eul12.8mn/22.5% in FY25E (
CAGR 225E) thanks to: 1) internalization of carpentry process 2) higher operating leverage; 3) logist
efficiency; and 4) gradual shift from leasing to proprietary fleet of specialized vehicles. EBIT and net pre
should land in the region of Eul2.1mn and Eu9.3mn in FY25E, implying 23.7% and 25%-Z5&GR 22
respectively.
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Sales (lhs) and EBITDA (rhs) evolutich8(F¥E, Eu mn)
We expect sales to increase B80+1% CAGR 225E EBITDA should increase from Eu6.9mn/20.1% margin in FY23.@malA2.5% in FY25E38% CAGR 22

25E)
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Assetlight business model with high ROCE

ESF boasts an asset light business model, with total fixed asset on sales weighing 19% in FY22. On top of
the group has historically maintained net working capital well under control with NWC/Sales at 11% ¢
average FY182. We expect NWC/Sales to slightly increase in the coming years mainly due to busine
expansion but remaining at a negligible level with estimated NWC/sales at 18.4% on averag25& FoaB
capex projections mainly factor the investments for the new headquarter in Bologna (Eu2mn in 2023 and
Eul.5mn in 2024) and capitalized IPO costs for ca. Eulmn in FY23E. All in all, Capex/Sales should point
for FY225E on average or Eu8.9mn. The group should generate a combined FCF of Eul2.4mn with a so
EBITDA conversion of 33.8% on average duringZ5E2845% excluding the extraordinary capex for the
Bologna HQ). This should further strengthen the NFP of the group from a net cash position of Eu2.5mn
FY22A to Eu24.8mn (incl. Eull.7mn gross IPO proceeds). THeghsgeofile coupled with the attractive
expected doublaligit EBIT margin should allow to post an attractive ROCE (incl. goodwill) of 36.5% ¢
average in FY2Z25E. We do not consider M&A transactions in our model, which could represent a solic
upside risk.

202225E Net cash bridge
We believe that the EBITDA generated in the coming years, a good control of WC dynamics should generate strong FCrfieissthengthen the NFP of th

group.
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Valuation TP o#.2/share

Listed at the enaf September 2022, ESFdmwn 1% since IPO, with a slight underperformance versus the
FTSE ltalian Mid Cap indé¥e identified only one similar listed peer to ESF in Italy (R&wayp), active in

the maintenance services to highways. Unlike ESF, Reway Group offers only extraordinary maintenance f
of works with a strong focus of activity in the Liguria/Tuscany region. On top of ¢hag]ieve that investors

can look atour infrastructure services and constructipeer group mainly made by international$p
determine a valuation benchmarlOur panel includes primarily players with activity in maintenance and
other services to infrastructure but differs from ESF as most of them provide also construction works. W
have selected Colas, Salcef, Vestum, Railcare Group and Peab. Most of them are larger in size and r
geographically diversified than ESF. While almost all these players are exposed to similar infrastructu
(highways), the Italian peer Salcef and the Swedish Railcare Group are focused in the railway sector, wi
commands higher profitability. Despite that, ESF boasts higher margins across the board compared to
selected peers with more attractive growth rates in the coming years. We prefer to look at EV/EBITDA a
metric of choice valuatiewise to theinfrastructure services and construction peers, due to different capital
intensity within the cluster, after applying a 10% discount. Finally, we believe that the DCF is a va
alternative to better catch lonterm potential arising from the higtash generative business profile of ESF.
We set aTP of Ed.2/share, based on EV/EBDA FY2R4E multiples of the selected peers after a 10%
discountand DCF

TP é EWt.2/share
Method Equity Value
(Eu mn) (Eu per share) Weight (%
DCF 92.2 4.8 50%
Multiples 68.3 3.5 50%
Weighted AVG 80.3 4.2

SourceAlantra

Main risks We believe that the main risks related Edil San Felicka o6dzaAySaa OFy 068
following factorsi1) High concentration of clients and supplie2$Risls from adverse weather condition3)
Internalization of ordinary maintenance works from commissiongréncreasing competition from large
players 5) Price pressure from commissionefy Delays or claims in projects might impact future tender
awards 7) Dependency on few key peopk) Lack of M&A track record.
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Fullservice provider of infrastructuraaintenance

With 40+ years of activityEdil San Feli¢€ SFprovides a compte offer of infrastructure servicesf ordinary
and extraordinary maintenance workzrimarily to highways and airport§hese services include among
others, the supply and installation of safety barrieosd signglamage repair, joints substitution, ehile
the ordinary maintenance gives a solid and reoccurring base of revenues (services repaesgrice and

keep proper highwayscondition) with high visibility (contracts last up to 40 months), the extraordinary

servicerequires a high degree of specializatiand I R R &
expansion fitervention of repairing, replacing or rehabilitatipgrts of highways, viaducts and bridgds).
leveraging on over 200 specialized workers &@VEhicles ESF takes full control over the entpmject
value chain without making use of any subcontractévith Eud.3mn revenues in FY2245%

a0l tlroAtAGeEs

2 LISNI G A

extraordinary/%% ordinary works; 24% CAGR229) the group has built an established track record based

on a strict quality and safety policy (zgrenalty anddelays) in Campania2% of sales) and is successfully
expanding across other 9 regioB8%of FY22 sal¢sOn top of that, the group has entered in the restoration
of cultural heritages with a recent balh acquisitionWhile a substantial client concentratioh FY22 sales

within the first two clients§7% made by dzii 2 8 G NI RS
of the highway infrastructure market, as these two players represeoimbineds0%sharein terms of kms
of highwaysunder managementBased in Nola (NA) with a new production unit in BoloB&&is 100%

owned by Lorenzo di Palma (CEO).

Overview of Edil San Felice
With 40+ years of activigSF provides a complete offer of infrastructure services of ordinary and extraordinary maintenance work ighavdys

LISNJ t QLGEFEAL YR

ORDINARY AND EXTRAORDINARY MAINTEINANCE OF INFRASTRUCTURES

Road services

Barriers
installation

Road signs

Other road
services

Civil & industrial

construction

Environmental &
waste services

Maintenance of highways,
viaducts, bridges, airports, etc.

Supply and installation of safety
barriers

Production and installation of
vertical/horizontal road signs

Other maintenance services for
snow, cleaning, leasing etc.

Construction/renewal of
industrial and civil buildings

Collection and transport of
special hazard waste

autos tradellper [italia

ADR

anas

@ GRUPPO S ITALIANE
Aeroporti
di Roma

INFRASTRUCTURES

NJA|IPOLI

SIA )

A
GESIAC

SALES FY22

% Branch

E- -c-aj Eu30mn

Ordinary; Branch
Ra0% 38% of FY22

sales

outside HQ

Campania

Key figures 2022

+24%

206
Employees Revenue
CAGR 19-22
150 0
Specialized Claims and
Vehicles delays

Source:Alantra onCompany presentatioNOTEBreakdown of ordinary/extraordinary activity refersvmue oftenders awarded (which differs from sales value as it also inch

business from nonelated tenders)

Fullservice to highways and airport&intenance in Italwith asubcontracifree approach

With FY22revenuesof EB4.3mn 24% CAGR 1Z2A), Edil San Felice (E®F)vides a complete offer of
infrastructure servicesf ordinary(55% of FF22 saleahd extraordinary{45%)maintenance works primarily

b

for highways (like supply and installation of safety barriers and road signs) but also for other infrastructur

(e.g. Airports). Established in 1979, the group has been active mainly in Campanad For22 sales) and is
successfully expanding acroséeat 9 regions 38% of FY22 salgsprimarily in Liguria, Tuscany, Abruzzo,

10
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Molise and Emili#&®omagna (where the group is building a new production/warehouse site of 9,000sgm)
with a physical presence in 4 of them (excl. Campania) through local bra@aohes. of that, the group has
NBOSyiGtfte SyGiSNBR Ay 2iKSNJ BSE Hoagsyadongotradicord thanks 0 lit2 a i
strong commitment to quality and safety standards with zero claims or delayed projects to date. This h
triggered an increase the number of awarded projects with higher size and in turn improved the conversion
rate (humber of awarded tenders on number of participated projects as value), rea8tguccess raten
(awardsduring FY2Feb 23on total number of participatedendersduring 2022.

ESF maintenance services, key facts and FY22 revenue breakdown (%)

EShrovides a complete offer of infrastructure services of ordina¥y (6 FF22 sales) and extraordinaB/tmaintenance works, primarityhighwayglike supply
and installation of safety barriers and road signs) but also for other infrastructaresir(eorts)

Source: Alantran Company presentatigiNOTE: Breakdown ofdinary/extraordinary activity refers to value of tenders awarded (which differs from sales value as it also includes
from nonrelated tenders)

Full control over the entire projethanks to specialized workforce

¢ KS 3 NP dzLJQake fill @dnfroh dvér thé entire project valuzhain without making use of any
subcontractorallows them to work with a higher quality and safety (compared to those of other players whc
make use of various subcontractors), in turn playing a key role in the awarding process of tenders. This |
been possible also due to ESF investments into specialized workforce and vehicles, which empower
business to serve, in a timely manner, infrastructure projects across lItaly. As of February 2023, ESF
reachedover 200specialized workers and a fleet of c. 150 vehicles. The group has also internalized tf
production of road signs to further integrate its breadth of services offered.
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