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Supply Network (SNL) — Buy — Target Price $21.26 (Last $18.15) MA

We initiate coverage on truck and bus parts supplier Supply Network Ltd (SNL), with a Buy rating and
$21.26 12-month target price.

Overview: Established in 1976, Supply Network Limited is a leading independent supplier of truck and bus

aftermarket replacement parts. Through its brand, Multispares, SNL primarily services Australia & NZ’s trucking and Summary Information
bus markets.
Rating BUY
Investment Thesis Target Price $21.26
1. SNLis avery well-managed, high-quality operator generating industry leading returns on capital (FY23 Stock Price (Prev Close) $18.15
ROIC of 26%). Since IPO in 1987, SNL has consistently delivered revenue and profit growth, generating FY18- Estimated Return (12 months) 20.1%

23 revenue CAGR of 18% and NPAT CAGR of 27%. Growth has ultimately come from excellent customer

service (large breadth of product and quick delivery), SNL has been strategic in its approach to investing in Investment Summary ($m)

capacity in order to meet growing demand. With strict return targets, SNL has a track record of outperformance, Fully Diluted Shares (m) 42.0
superior margins and impressive returns on investment despite operating in a working capital heavy industry. Market Capitalisation 762.1
2. Supportive industry conditions. Underlying road freight demand should be supported by population growth ;Tjss [C)::;th at Dec-23 (16102)
(~2% growth p.a.) leading to an increase in kilometers travelled p.a. After accounting for price increases of ~3- Plus: Leases 423
4% we estimate that the industry is growing at mid-single digits p.a. Aftermarket parts suppliers like SNL target -
. . . . . Enterprise Value 809.6
vehicles aged >5 years and dominate market share in vehicles aged >15 years. We note that this part of the
market has grown ahead of the overall fleet. SNL is well positioned to benefit from this. Summary ($m) FY23a FY24e FY25e FY26e
3. Taking share from OEM distributors. In Australia, OEMs have ~60-70% of the replacement truck parts market, Revenue 252.3 300.1 337.2 376.6
while the balance sits with independents like SNL, MXI and BAP. We understand this mix is closer to 50/50 in Growth (%) 27% 19% 12%  12%
Europe and the US. During COVID market share shifted away from the OEMs and towards aftermarket parts EBITDA 483 561 621 71.8
suppliers as new truck supply was constrained. We expect that the long-term market share will continue to shift Margin (%) 19.1% 18.7% 18.4% 19.1%
towards the aftermarket. EBIT 408 469 518 60.2

4. Multiple initiatives to drive future earnings growth. From expanding network capacity (DC expansion, existing NPAT (underlying) 274 315 31 412
store refurbishment and enlargement, new store openings) to expanding product range as well as investment in EPS (underlying, 66.5 752 832 974

process and systems to drive efficiency, we believe SNL are well positioned to continue to gain market share. basic, cps)
: _ . . . Growth (%) 36% 13% 11% 17%
Furthermore, management is forward thinking and looks to invest in capacity to support the next 3-years of BPS 480 504 574 68.2
growth. With minimal net debt, SNL has ample balance sheet capacity to fund organic and/or inorganic growth if Di 'd(q()js\)(' "y 9 6f.’/ 9 8f.’/ 3 2(')/ 3 8f.>/
the right opportunity should present itself. Ividend Yield (%) o7 o7 e N
o _ _ _ o EV/EBIT (x) 19.9x 17.3x 15.6x 13.4x
We initiate coverage with a BUY rating and $21.26/share 12-month price target, which is based on our equally P/E (x) 273x 24.1x 21.8x 18.6x

weighted DCF and P/E multiple valuation, rolled forward at the cost of equity, less estimated NTM dividends. We see
SNL as a high-quality operator in its market where the industry conditions are supportive and where multiple growth

initiatives can drive further market share gains for many years. SNL therefore deserves a premium multiple.
Source: Company, MA Moelis Australia, FactSet
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Investment Thesis In 6 Charts
SNL offers 14% FY23-26e EPS CAGR with long-term favourable drivers for a fair 21.8x MAe FY25e NPAT
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Advisory and Equities division of MA Financial Group

Truck fleet is growing, but also ageing
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Company Snapshot

Operating under the Multispares brand, with 24 locations across ANZ, SNL are the largest aftermarket truck and bus
replacement parts distributor in ANZ

Founded in 1976, operating under the Multispares brand in Australia and New
Zealand, SNL are an aftermarket truck and bus parts distributor, delivering parts to
its fleet and independent workshop customers promptly (within in 3 hours for at
least 80% of customers with the balance overnight). In addition, SNL provide a
range of services including parts interpreting, procurement, supply management,
and problem solving.

SNL has a leading competitive position as the largest and most diversified
supplier of aftermarket replacement parts for trucks and buses. SNL operate 19
branches in Australia and 5 in NZ. SNL operates at the quality end of the
aftermarket and have well-established relationships with component manufacturers.

SNL’s primary strategic objective is the continued organic growth of
Multispares across ANZ through 1) targeted development of their product range; 2)
customer services; 3) branch network; 4) e-commerce platforms and information
systems; and 5) consistent and quality customer service at competitive prices. SNL
will consider acquisitions which offer significant synergies with Multispares.

Australia & NZ network footprint
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Source: MA Moelis Australia, Company Presentations

Advisory and Equities division of MA Financial Group
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Truck and bus sales mix has shifted towards truck sales over time
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Company History & Timeline MA
Founded in 1976 by Harry Forsyth, Supply Network Ltd ASX-listed in 1987

Share Price (A$) 0 Aug-13: Opened new branches in Kwinana and Smeaton Grange

$20.00 + In NZ, the Auckland and Wellington operations were relocated to larger,
0 better facilities
$18.00 e Jul-14: Established new branch in Dunedin, NZ
G Oct-14: Established new branch in Toowoomba, QLD
16.00
’ Q Jul-16: Established new branch in Somerton, VIC
$14.00 e Mar-18: Established new branch in Port Hedland, WA
$12.00 G Jul-18: Established new branch and national DC in Hamilton, NZ
e Mar-19: SNL added into All Ordinaries
10.00
? 0 Jun-19: Established new branch in Christchurch, NZ
$8.00

n Oct-19: Established second Brisbane branch in Eagle Farm

$6.00 G m o Apr-21: Established new branch in Milperra, NSW
c Jul-21: Established new branch in Townsville, QLD
$4.00 o% (®

0 Jun-23: Established new branch in Truganina, VIC

$2.00 m Aug-23: Established new branch in Yatala, QLD
Feb-24: Reported 1H24 results
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Source: MA Moelis Australia, Company Presentations

Advisory and Equities division of MA Financial Group
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Road Freight Industry Overview

MA

SNL'’s customers operate in the Australian road freight market, which is a large, highly fragmented, mature

market growing at ~2.4% FY03-23 CAGR

Overview Road freight demand by category

* The Australian road transport market is a large, $65bn %0

growing market that supports a broad range of 250

industries and tracks broadly in line with GDP.
200
» Whilst the road transport sector has delivered steady

growth of ~2.4% FY03-23 CAGR, road freight has
lagged overall industry growth of 3.1% over the same
period as rail has gained significant market share.
Demand for road transport is expected to grow at 50
1.8% CAGR over the long term.

150

100

Goods moved (billion tkm)

» Despite being a mature industry, the market is highly
fragmented. Whilst there has been some
consolidation within the sector, the market remains
dominated by small-medium sized independent
operators, representing an estimated >80% of the
market.

“Trucking is an industry of small and medium businesses. In June
2022, almost 58,000 of the industry’s 59,100 businesses had fewer
than twenty employees. 31,600 trucking businesses had no employees
(ie: the only people working in the business were the owners). These
businesses operate on tight margins” F L7 '

- Australian Trucking Association (06 Feb-23) J;;.ELIG
ASSOCIATION

Source: FactSet, MA Research, Company Presentations, NHVR, BITRE, ABS, IBIS World, Tegal Transport

Advisory and Equities division of MA Financial Group
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Prime mover market (Feb 2022)
Company # Prime Movers % Truck Fleet
Linfox 2,000 1.7%
Centurion 1,500 1.3%
K&S Global 1,500 1.3%
Global Express (prev. Toll) 1,300 1.1%
Qube 900 0.8%
Mainfreight 500 0.4%
Australia Post 450 0.4%
ACFS Port Logistics 400 0.3%
Kalari 400 0.3%
Ron Finemore 400 0.3%
All others 105,766 91.4%
Total 115,649 100%



Truck Fleet Characteristics

MA

Australia’s heavy vehicle industry comprises ~1.3m trucks (as well as trailers) with an average age of 14 years.

With a mix of Japanese, European, US and now Chinese OEMs, the fleet grew at a 2% FY13-23 CAGR

Australian heavy vehicle profile

= Rigid truck ('000s)
Avrticulated truck (prime
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Top 10 brands 2017*
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295500
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—
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10.7% m Fiat Professional

u Mack

Regional mix 2017

m Japanese
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= American

= Chinese

Source: MA Research, BITRE, ABS Motor Vehicle Census, VFACTS, Truck Industry Council T-Mark data
* New truck sales by OEM for heavy commercial vehicles captures all vehicles >3.5t GMV, this therefore captures some light duty trucks which are not SNL’s core market

Advisory and Equities division of MA Financial Group
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Truck Repairs and Truck Parts Distribution MA

Truck parts distribution is dominated by the OEM truck dealers, but SNL is well placed within the
aftermarket independent suppliers segment of the industry

Overview Truck parts industry breakdown ($m) Aftermarket parts demand profile

AFTERMARKET PARTS CV4+ DEMAND PROFILE

» Similar to the passenger vehicle market, truck service
AUSTRALIA / NEW ZEALAND

and parts replacement sit across the OEM-backed
truck dealerships and the independent aftermarket
workshops.

Demand for
aftermarket
parts

Competition Intense
OEM'S Independents
o Somincly Riiinate

+ Outside of general service, the largest area of repair [ $700m
and replacement work is in engine systems (including
for example engine reconditioning, repairs and
replacements for head gaskets, cylinder heads, belts,

radiators and fans amongst a range of other things).

w

y

15 20 26 30

+ Parts distributors, like SNL, supply aftermarket parts . .
to independent workshops or directly to fleet " OEM backed dealers = SNL =MXI =BAP +Indep. amkt pre—
customers. (years)

2024 category breakdown ($bn revenue) Truck supply chain schematic

u General servicing

. . Original Equipment
Engine repairs Vehicle Manufacturer ! Manufacturer Dealer
Workshops
" Body repairs
yrep 1sSUZ2U A weco
e T
B | L2
= Muffler, brak"_) and R R e > Whol;issa::iebiT:r;r rade > Chain Workshops > Do-It-For-Me (DIFM)
exhaust repairs Ll KENWORTH| ) 5
& N ROYANS
H Transmission repairs i
m Other services Parts Manufacturer MULTISPARES — 'wgﬁ{:’r“‘;zgt —
(o TRUCHLINE
Proseonr 53 BOSCH GmaamarTs
TR MAHLE @
Garrett
# BargWarner R Retail Distributors > Do-It-Yourself (DIY)
Source: FactSet, MA Research, Company Presentations, NHVR, BITRE, IBIS World

Advisory and Equities division of MA Financial Group 11



Trucking Industry Drivers

Demand for aftermarket truck parts is driven by: (1) population and GDP growth leading to higher road
freight task; (2) the size and age of the truck fleet; and (3) kilometers travelled

Population growth projections
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Registered truck fleet (by vehicle age)
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Rigid & Other trucks
Buses

Articulated trucks

Source: MA Research, VFACTS, National Heavy Vehicle Regulator NHVR (https://www.nhvr.gov.au/files/202008-1171-heavy-vehicle-productivity-plan-2020-2025.pdf), Lindsay Australia (Earnings Presentations), Australian Treasury
Intergenerational Report (2023), BITRE (Australian aggregate freight forecasts November 2022), BITRE data, ABS Motor Vehicle Census, Truck Industry Council T-Mark Truck Market data

Advisory and Equities division of MA Financial Group
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Bus Industry Drivers

SNL also supply aftermarket bus parts, which, while smaller than the truck market,

trends with an ageing fleet and growing kilometers travelled

Bus end markets (millions of kms)
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Registered bus fleet (by age)
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Ventura Bus Lines
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Bus market — largest operators by fleet size

Fleet
2,681
2,461
1,735
1,419
1,223
975
923
900
893
893
83,366
97,469

>15years ®>15years

Source: MA Research, National Heavy Vehicle Regulator NHVR (https://www.nhvr.gov.au/files/202008-1171-heavy-vehicle-productivity-plan-2020-2025.pdf), Bus Industry Confederation, BITRE

Advisory and Equities division of MA Financial Group


https://www.nhvr.gov.au/files/202008-1171-heavy-vehicle-productivity-plan-2020-2025.pdf

Competitive Landscape for Truck/Bus Replacement Parts

MA

As an independent supplier, SNL primarily competes with the OEM market, MXI and BAP’s ‘Specialist Wholesale’ segment.

SNL has outperformed peers through organic growth, while MXI and BAP have been acquisitive

Competitive landscape for truck parts

SNL vs competitors Description

Supply Network (ASX:SNL)

ISNL_//l}

MaxiPARTS (ASX:MXI)

MMaxiPARTS

Bapcor (ASX:BAP)
AADE @D Berenma

(DBEARING  oem | marmagmaes

DIESSLDRIVE yemax LEDERAL
w

pertomanee ()RR WANC

Multispares is a truck parts business which has
operated since 1976 and imports high quality
replacement parts for most truck models. SNL have 19
branches in Australia and 5 in NZ.

MaxiPARTS is one of Australia’s largest distributors of
commercial truck and trailer parts with 27 sites. Over
15,000 truck and trailer parts for sale online, and over
50,000 different parts stocked in stores. Core product
range covers lights, tools, oil & filters, axles,
suspensions, and brakes.

Bapcor’s Specialist Wholesale segment is a leader in
the Australian truck market. Specialist Wholesale
segment consists of the Commercial Truck Parts
group, Truckline, the auto electrical businesses of JAS
Oceania, and Baxters/MTQ. In FY23, the Specialist
Wholesale network had 168 locations.

Truck parts market breakdown ($m)

$

= OEM backed dealers SNL

. -

=MXI =BAP =Indep. a'mkt

Current

] Addressable Market
1  wutispares

1 Aftermarket competitor 1

1 Aftermarket competitor 2

Source: FactSet, MA Moelis Australia, Company Presentations
*Truck parts distribution is only a subset of BAP’s Specialist Wholesale business. We
estimate truck parts revenue represents ~$200m

Advisory and Equities division of MA Financial Group

Performance of peers — revenue, profit, margin over time — SNL, MXI, BAP Specialist Wholesale*

SNL
300 18% 300
16%
250 250
14%
200 12% 200
10%
150 150
8%
100 6% 100
4%
50 50
2%

FY17 FY18 FY19 FY20 FY21 FY22 FY23
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BAP Specialist Wholesale M&A Timeline

Date

2016

2018

2019

2021

2022

2023

Event

Acquisition of Baxters Auto Electrical and Roadsafe
Automotive Products ($45m sales), Bearing Wholesalers
(8 branches across Australia, with annual sales of $30m)

Acquisition of Commercial Truck Parts Group (specialises
in the sale of Japanese commercial truck spare parts from
10 locations in QLD, NSW, VIC, SA); purchase price of
~$61m

Acquisition of AADi Australia (specialist
importer/distributor of driveshafts, wheel bearings, and
shock absorbers)

Nov-19: Acquisition of Truckline, a heavy commercial truck
spare parts business. 22 branches across Australia, 150
employees, and sales of ~$100m.

Acquisition of Diesel Drive, sells Japanese commercial
truck spare parts, operating from 1 location in Sydney,
NSW, with 14 employees, sales of ~$13m.

Combined purchase price of Truckline and Diesel Drive of
$48m, debt funded

Acquisition of Truck & Auto Parts, Wrights Truck & Trailer

Acquisition of Gibbs Truck & Trailer Parts, Peninsula Truck
Parts, Absolute Spares, Blacktown Auto Spares

Acquisition of MJF Truck and Trailer Parts

MXI

FY17 FY18 FY19 FY20 FY21 FY22 FY23

EBIT

EBIT margin

BAP Specialist Wholesale*

MXI M&A Timeline

Date

2022

May-2023

Nov-2023

Event

18% 900 18%
16% 800 16%
14% 700 14%
12% 600 12%
10% 500 10%
8% 400 8%
6% 300 6%
4% 200 4%
2% 100 2%
FY17 FY18 FY19 FY20 FY21 FY22 FY23
mm— Revenue EBITDA
EBITDA margin

Disposal of Trailer Solutions Business to Australian Trailer

Solutions Group (ATSG) for $14.7m in cash and deferred

purchase price of $4m

Acquisition of Truckzone Group (completed Feb-22) for

$18.3m. Truckzone is one of Australia’s largest

independent commercial truck and trailer parts

businesses. FY21 sales of $48.4m and underlying

EBITDA of $1.7m. Acquisition values Truckzone at 10.6x

FY21 EBITDA (pre synergies) and 3.6x FY21 EBITDA

(post cost synergies and purchase price reduced for

excess inventory reduction)

Acquisition of 80% of Forch Australia for $9.7m (implied 7x

EV/EBITDA)

Acquisition of Independant Parts for $27m (implied 8x

EV/FY23 EBITDA)

Acquisition of Forch Brisbane for $1.9m (implied 3x

EV/FY23 EBITDA)

Both acquisitions expected to be mid single digit EPS

accretive in FY24 on an annualised basis excluding

synergies

14
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Supportive Industry Conditions a Tailwind MA

Growing road freight task is supportive of the domestic trucking market, while increasing kilometers
travelled p.a. and an ageing truck fleet is a tailwind for aftermarket truck parts distributors like SNL

Australian road freight task growing ~1.8% p.a. Trucks >15 years grow ahead of market

Year 0-5 5-15 >15 Total Percent . X
450 years years years >5 years « Australian road freight task forecast to grow at
400 2013 1.8% CAGR out to 2050, with population growth
124.8 221.4 201.8 548.0 7% i d d
950 2014 124.1 231.2 203.6 559.0 78% SUPporiing deman
300 — + Kilometres travelled continues to increase. With
127.6 234.9 204.8 567.3 78% . . .
250 2016 ° increased demand for road freight, the distance
200 ) 1238 2472 2055 5764 79% travelled each year (billion kilometres p.a.) has grown
150 oy 1328 249.4 207.4 5897 7% at an FY13-23 CAGR of 2.2% for rigid trucks and
100 Actual & forecasts: 1.8% CAGR 2018 1380 2538 2139 6057 77% 1.4% for articulated trucks. This is a key driver of
50 2019 1402 o561 2185 6238 6% demand for truck replacement parts as we understand
B . . N 0
0 2020 every 18-20k kilometres trucks get a routine service
0, . . . .
2010 2015 2020 2025 2030 2035 2040 2045 2050 L N s with a more in-depth service every 100k kilometres
2021
Actual & forecasts High — — — Low 162.9 254.6 2448 6622 75% travelled.
2022
1569 2472 2571 6602 76% « Older trucks grow ahead of the overall fleet. Whilst
2023
. - 133.1 2458 2871 666.0 80% the overall truck fleet grew at a 2% FY13-23 CAGR
Kilometres travelled continues to grow . ; ; ; . » 9 0 ) ’
14 13-23 CAGR (%) 0.6% 1.0% 3.6% 2.0% 2.3% trucks 15 years and older grew at 3.6%. This part of
i 1 the market is dominated by the independent
3 aftermarket parts distributors like SNL.
T 10 i .
g Opportunity to take market share from OEMs » Market share of independents naturally grows as
8 8 — the fleet ages. As new truck supply returns, the fleet
e s - _ age will decrease. However, SNL’s strong customer
2 4 W e relationships should allow market share gains from
5 ) | the OEMs for vehicles 5-15 years of age.
0
AT~ O M O OO N WO A F -0 Mo o0 N
N~ N~ DN~ W 0 0 0 O O O OO O d A A « N
> > > > > > > 5> 5> > X 5 5 > > > > >
L I I I I I TR - - -
Rigid & Other trucks Articulated trucks e of onlole
Buses

Sources: BITRE, ABS, Company Presentations, MA Moelis Australia
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Network & DC expansion facilitated by strong customer relationships MA

Employing strict returns criteria, SNL has consistently grown profitably through investment in: (1) DC capacity
allowing higher throughput; (2) relocating and expanding existing stores; and (3) opening new stores.

Newcastle and Mackay stores

NetWOrk EXpanSion time”ne relocated to new locations.

Truganina (VIC) DC goes live in
Feb-23 and new co-located store

New store in Hamilton ) ) - opens
(beside the DC) opens First store in Townsville
: (QLD) opens. Somerton store capacity doubled
New branch Christchurch (NZ) store . . N
Third store in Sydne
established in relocated to new opens in Milper)r,a Yy f:;ns'g;ggam store upgrades
Somerton (MEL) location P! |
FY16 > FY17 D FY18 DFY19 Y FY20 Y FY2L Y FY22 Y FY23 ) Fv24 4
EfSLanl(':Shm;m Expanded NZ distribution  Second Brisbane Hamilton DC New Yatala store opened
o -an capacity with new DC in store opened in Eagle capacity (Aug-23)
relocation of Hamilton Farm expanded
:tore tlo ) Truganina DC expansion.
Se\'(T'[;J wuy New branch opened in Port
(SYD) Hedland (WA) Adelaide (Wingfield) store

doubles capacity

Multiple growth initiatives underway

* SNL has consistently delivered strong revenue and profit growth,
generating an FY18-23 revenue CAGR of 18% and NPAT CAGR of 27%.
Ultimately, SNL’s impressive topline growth has been driven by having strong
customer relationships (due to having the breadth of product and quick
fulfilment) driving market share gains and new business wins, with the
investment in DC capacity, existing store expansion and new stores allowing
SNL to service growing customer demand.

+ Employing a strict returns criteria, SNL assess areas of investment to best
support customer needs to facilitate topline growth. Over the last couple of
years SNL has delivered 55% revenue growth with no new stores opening.
Whilst clearly market conditions have been supportive in this time, excess
growth has been driven by: (1) expanded DC capacity in Truganina (VIC) and
Hamilton (NZ); and (2) existing store refurbishments and capacity expansion
(at least doubling store size).

*  FY24 will benefit from 2 new store openings (Truganina, Yatala) as well as
further DC and store capacity expansion. SNL are also ‘laying plans for two
new branches.” We expect continued investment in capacity will support SNL
in continuing to take market share from the OEM market.

Advisory and Equities division of MA Financial Group

Revenue and PBT per store ($m) and % change vs pcp
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Steady branch roll-out
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MA

New category distribution & back-end efficiencies

Despite being the largest and most diversified supplier of aftermarket truck parts, there is still scope to: (1)
further broaden the breadth of products supplied; and (2) improve efficiency

* Multispares is one of the largest and most diversified suppliers of
aftermarket replacement truck and bus parts by product capabilities and
categories. Despite this, there is still significant capacity to grow both revenue

Group gross profit margins

Opex as a % of revenues

. 0,
and profit. 120 50.0% 300 . 40.0%
. . . . . 31% 35.0%
+ A key business focus for Multispares to drive organic growth is through 100 250 30%30%
; . . AR . = 43% 4294 /0 45.0% o, 26% 54, 30.0%
expansion of their product range and driving efficiencies in customer services, £ g4 0 4206 4106 42% 42% ‘O 2 200 2:%2 .
. . = j=2
branch network, e-commerce platforms, and information systems. & 5 ® 25.0%
) . ) . 2 60 40.0% & 150 20.0%
» SNL are currently upgrading the sales interface to their ERP system with the =4 § H
. . . . . . . . = o .09
objective of delivering transaction efficiencies. § 40 ° 100 15.0%
) o o & 35.0% 3 10.0%
* SNL have stated that rapid expansion in product range initiatives has brought 20 5 50 5 0%
forward investments in storage and transaction capacity. This has resulted in
- 30.0%

adding new sites and the expansion of existing sites. Whilst SNL has historically
been very strong with EU and Japanese truck parts, there is still capacity to
increase distribution of US truck parts (noting that SNL are rapidly growing sales
in the US truck parts category).

“In early FY2024 we have refocused on systems improvement, targeting transaction
efficiency and the speed and accuracy of customer service including initiatives to
standardise our internal catalogue, simplify interpretation and sales of related parts, and
rolling out new scanning technologies to improve pick and pack accuracy. These projects

will prepare the business well for future growth.”

» SNL has delivered strong operating leverage with operating expenses as a % of
revenue decreasing from 33.4% in FY16 to 23.2% in FY23. Management have
indicated they expect further operating leverage as the business continues to
scale and grow revenues.

- Supply Network Ltd Annual Report 2023

ORI SN
AR AR <<*<<

mmmm Gross profit

Gross margins

O K@ D P
AR AR AN

mmm— Revenue Opex as % of revenue

Addressable market for parts distributors and product breadth

Current Market Share

Product Capability Share

» Gross margins have remained relatively steady and within a tight range of 41- [1  Addressable Market ]  Aftermarket competitor 1
42% since FY16. FX exposure is not hedged, but SNL has a natural FX hedge
through their large stock holding (>5 months), which allows time to absorb FX [ wutispares [  Atermarket competitor 2

fluctuations and pass on any sustained changes to customers in a competitive

manner.
Source: Company, MA Moelis Australia

Advisory and Equities division of MA Financial Group

18

Opex as a % of revenue



Electric truck and bus adoption trends in Australia and globally MA

IEA finds that in 2022 nearly 66k electric buses and 60k medium- and heavy-duty trucks were sold
worldwide, representing ~4.5% of all bus sales and ~1.2% of truck sales globally

Truck registrations by powertrain* Truck alternative powertrain registrations Global electric truck registrations

800,000 0.7% 4,000 90 5%

700,000 0.6% 3,500 80

600,000 0.5% 3,000 70 @
500,000 04% 2,500 5 60 —
0,
400,000 ; T 2,000 50 e
TR
300,000 1500 0 i
0.2% %
200,000
: 1,000 30
100,000 0.1% :
500 20 9 1%
0 10

Registered Trucks
Alternative powertrains

% Alternatives share of total

o

Electric truck registrations (thousands)

2015 2016 2017 2018 2019 2020 2021 2021 2022 2023
2015 2016 2017 2018 2019 2020 2021 2021 2022 2023 l
ABS BITRE ABS BITRE 0
petrol Diesel 2016 2017 2018 2019 2020 2021 2022
Alternative powertrains 9% Alternatives share of total mAlternatives = Dual Fuel ®HEVs ®BEVs mOther mChina =~ Europe =US = Other
Bus registrations by powertrain Bus alternative powertrain registrations Global electric bus registrations
120,000 5.0% 4,500 120 30%
45% £ 4,000 E ®
1 = I
g 100000 40% S 2 454 2 100 — e 25%
7] ® £ 3 3 [ ]
@ 35% m© £ 2 )
2 80,000 ‘ S 5 3000 s
o 3% g 2 2 80 = 20%
2 60,000 25% & o 2,500 B [ ] e
= @
4 20% 5§ 2000 % 60 : b T
40,000 1.5% <—(° g 1,500 >
1.0% > < 000 2 40 10%
20,000 : L 2
ARAREREEE B i
- 0.0% 420 5%
2015 2016 2017 2018 2019 2020 2021 2021 2022 2023 ;
2015 2016 2017 2018 2019 2020 2021 2021 2022 2023
ABS BITRE 0 -
ABS BITRE
s Pt Diesel 2016 2017 2018 2019 2020 2021 2022
Alternative powertrains % Alternatives share of total " Alternatives = Dual Fuel =HEVs ®BEVs mOther EChina ©Europe =US ® Other

Source: MA Moelis Australia, IEA, ABS, BITRE
* Alternative powertrain categories include Dual Fuel, HEVs, BEV/FCEVs, and Other.
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Impact of alternative powertrain trucks on Australian parts supply chain

MA

Marginal impact out to 2030. Sensitivity table assesses terminal value uncertainties using a range of longer-term
alternative powertrain penetration rates. A 100% alternative powertrain world is decades away

EBIT impact in near-term (2030) is marginal with conservative assumptions

Scenario 2 Scenario 3 Scenario 4
Alternatives adoption (Bear) Alternatives adoption (Base) Alternatives adoption (Bull)

Scenario 1
100% ICE world

Assumptions

Total truck registrations 1.5% growth p.a 1.5% growth p.a 1.5% growth p.a 1.5% growth p.a

15% (for context 2023 15% (for context 2023 15% (for context 2023

Alternative powertrain 0% (assuming 100% ICE world) alternatives adoption is 0.3% in alternatives adoption is 0.3% in alternatives adoption is 0.3% in

penetration in 2030 (%)

Australia) Australia) Australia)
Revenue per altemative NA 25% of an ICE truck 50% of an ICE truck 75% of an ICE truck
powertrain truck
Implied total revenue under $228.1m $202.4m $211.0m $219.5m
scenario in 2030 ($m) : : : :
EBIT margin on ICE revenue
assumption in 2030 (noting 15% 15% 15% 15%

SNL 3-yr average EBIT
margins of 15.2%)
EBIT margin on Alternative
powertrain revenue
assumption in 2030 (noting 15% 5% 7% 10%
SNL 3-yr average EBIT
margins of 15.2%)

Implied EBIT under scenario
in 2030 ($m)

$34.2m $29.5m $30.3m $31.7m

EBIT impact vs 100% ICE
world (% Chg)

Larger longer-term impact in a 100% alternative powertrain world...

(13.8%) (11.5%) (7.5%)

Alternative powertrain adoption of total truck registrations in Australia (%)

Revenue impact on

8 Australia segment o A po L oz
0\3 90.0% - (3%) (5%) (8%) (10%)
@
X
E 70.0% - (8%) (15%) (23%) (30%)
o
2
g 50.0% - (13%) (25%) (38%) (50%)
8
T
g 30.0% - (18%) (35%) (53%) (70%)
()
2
% 10.0% - (23%) (45%) (68%) (90%)
@

Source: MA Moelis Australia, BITRE

Advisory and Equities division of MA Financial Group

* EBIT impact in near-term is marginal with conservative assumptions: We assess EBIT in the Bear,
Base, and Bull scenarios relative to a 100% ICE world to demonstrate the EBIT impact of alternative
powertrain truck adoption. 15% alternative powertrain penetration in 2030 implies extremely rapid YoY
growth in alternative powertrain registrations compared to the current 0.3% adoption in 2023 (i.e a
conservative assumption). Alternative powertrain truck adoption is nascent in Australia and globally, but to
remain conservative we assume 1) revenue per alternative powertrain truck is at a substantial discount vs
an ICE truck (scenarios ranging from 25%-75%) and 2) weaker margins than for ICE trucks. We don’t
assume SNL grows market share or experiences parts price inflation which would increase revenue per
truck.

» Larger longer-term impact in a 100% alternative powertrain world: In this sensitivity table, we have not
assumed registrations of total fleet grow YoY which is highly conservative and doesn’t factor in the much
larger fleet size which is likely by the time the total fleet reaches 25-100% alternatives penetration (likely
decades away as per bottom right table).

+ But a100% alternative powertrain world is decades away: According to the BITRE, alternative
powertrain registrations has remained flat since 2015 and declined as a % of total registrations (see
previous slide). Given that context, assuming alternative powertrain registrations grow at a 15% CAGR from
2024 onwards it would take 48 years until alternative powertrains reach 100% penetration (i.e in 2071).
Noting that sustaining a 15% CAGR for that forecast period is a very conservative assumption.

... But a 100% alternative powertrain world is decades away

Assumptions Example 1: 5% CAGR Example 2: 15% CAGR Example 3: 25% CAGR

Total truck registrations 1.5% (accounting for population

CAGR (%) (ICE and growth and historical total 1.5% 1.5%
alternatives) registrations growth of ~2.5%)
Alternative powertrain 5% 15% 25%

registrations CAGR (%)

How many years would it take
until alternative powertrains
reach 100%
penetration/adoption?

174 years; i.e. in 2197 48 years; i.e.in 2071 29 years; i.e. in 2052
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Near-term roadblocks to electric truck/bus adoption MA

EV truck adoption is supported by industry bodies, but adoption faces near-term roadblocks. Significant
investment on a range of alternative low emission technologies makes the long-term outcome quite uncertain

Carbon-dioxide emissions

Buses will be the first to transition to EV’s and given SNL’s strong exposure in the bus  EV/ truck vs diesel comparison Truck weight without cargo
L . . . For every gallon of diesel fuel
market the initial changes will be important to watch. Longer term we expect heavy ‘510‘;2 ::;::scéggg:t:t;';““ combusted there are 22.8 pounds of
commercial trucks will transition to lower emission technologies, however it is unclear CO2 generated
which technology will be the dominant one. In the short term, there are still some near-term 5x42f;%gattenznack 9
£ pounds " P

roadblocks for EV trucks. T s (provided the electricity comes from a

Gross allowed weight ) 25,400 pounds green source)
EV truck adoption roadblocks: (truck plus cargo) in the U.S.

1) Price disparity — electric trucks cost more than 3x a similar diesel model Approximate driving range

WSJ highlights a substantial hurdle to truck EV adoption in the US being that “Battery
trucks can cost more than three times as much as a similar diesel model — a vastly greater
premium than the 15% to 25% extra that consumers pay for many electric cars over
nonelectric versions.”

The most common fuel-capacity
configuration is 150 gallons. Using an
average of 6.5 miles per gallon, that
yields a range of about 975 miles.

With a six-battery-pack configuration

2) Battery size, weight, and lengthy charging times the range is up to 275 miles.

82,000 pounds

WSJ points out that “there are downsides with the battery trucks’ weight, lengthy charging 50000 pounds
times and limited driving range” which should impede the adoption of EV trucks.

The |IEA states that “Medium- and heavy-duty trucks are more difficult to electrify than . . .
other road segments, due in part to the size, weight and cost of the batteries needed to Electric vehicle sales shares by mode and scenario, 2030 (IEA)

fully electrify this segment.”

o o Figure 3.3. Electric vehicle sales shares by mode and scenario, 2030
3) Charging infrastructure is inadequate for long-haul

100%
Charging infrastructure is another impediment. The IEA suggests that “The major 90%
constraint to rapid commercial adoption of electric trucks in regional and long-haul 80% e}
operations is the availability of “mid-shift” fast charging.” ;g: o Py
Consequently, the IEA expect that “Through the remainder of this decade, the adoption of 50% (@] @
electric HDVs is expected to centre on city buses and urban and regional delivery 40% g L |
applications with short range routes (under 200 km/day), so that operations do not need to ;g: g 1 ®
depend on opportunity charging.” 10% @] o . 1 8 |
In Australia, Melbourne’s Swinburne University is conducting a trial of roads that can 0% | o

. . . . . 23w LDV Bus Truck |
wirelessly charge electric trucks as they drive. If successful, the ability to charge while

02022 @STEPS ©APS eNZE | I |

driving could remove a roadblock for long-haul electric trucks.

“Electrification would assist trucking businesses and supply chains by ending volatile diesel costs, reducing maintenance costs, improving urban efficiency, and delivering better conditions for truck drivers. However, Australia currently lags
most of the world in the electrification of trucks making the need for reform urgent. Of the 58 electric truck models available in North America, Europe, and China only 14 are available to the Australian market.”

- Australian Trucking Association (18 Jan-22) v

AUSTRALIAN TRUCKING
aSsoqaToN
Source: MA Moelis Australia, Australian Trucking Association, IEA, WSJ, Bloomberg

Advisory and Equities division of MA Financial Group 21



Recent developments in reducing emissions in mining equipment & trucks M1A

We examine the development of alternative powertrains in the mining space as a potential lead indicator
of technology that may flow to the broader truck market

Recent mining companies’ commentary Mining OEMs such as Komatsu are focused on carbon neutral technologies
Kom‘rsu Investor Day 2023 — Development path towards carbon neutrality
“In FY23, Fortescue deployed our first prototypes on site. “Developed partnerships with Scania,
In June, our first battery electric haul truck arrived at Caterpillar, Volvo and Komatsu to deploy e Al et Deployment of carbon™ [Market spread of
Chr|stmas Cree.k. Fortescue§ iyl fu.el el eI?ctnc more Sl FLoNITI EulEE N technologies to respond to diverse neutral technology to carbon neutral machines
truck will be delivered to Christmas Creek in FY24. solutions and battery-powered trucks. . :
customer environments | all models |
- Fortescue FY23 Sustainability Report - Rio Tinto 2022 Climate Change | » - A2 & \ﬁt
" Report R T t Roadmap updates : | \’E\' ‘M L 5.
10 11N1O Active use of carbon neutral . Underground mining Surface mining

|
|
fuel at an early stage Protection of underground miner’s health I On-site generation and hydrogen fuel
|
|

|
2010 2020 2025 20i30 2035 2040 2045 2050
“We expect original equipment manufacturers to be ready to produce battery electric vehicles at scale in the Zero -------- = =
latter half of this decade. A key component of the Group’s operational decarbonisation strategy is the Diesel internal P n]utral fuel Reductions
displacement of diesel within the Group’s operations, particularly the haul truck fleet. The Group is supporting combustion ? =T from products

the development of new equipment by original equipment manufacturers, including entering into partnerships
focused on the development and trialling of electrical locomotives and haul trucks. While technical and Halved CO,
commercial development of the technology needed is progressing, the Group’s operating plans generally emissions in 2030

| 1 improvement

assume replacement of haul trucks, and other diesel powered equipment, at the end of their useful lives in _50%,,,(,59_?/&’,[‘?@??@9[1][‘,992 ,,,,,,,,,,,,,,,,,
line with the Group’s regular fleet renewal programs.” emissions from 2010) Hybridias,
Urban civil engineering Diesel electric
- BHP 2023 Annual Report Use urban electricity infrastructure
;‘U General civil engineering Reductions
] — . ) . from solutions
L lectrified forr env impacts
410QYp <= . B improvement
Caterpillar — Battery electric mining truck development strategy Extent of reduction g Carbon neutrality in 2050

from 2010 (10_0% reduction in CO;
«  Caterpillar is developing Cat battery electric trucks at participating customers’ sites. This approach supports emissions from 2010)
the climate-related objectives of the program’s participants, including BHP, Freeport-McMoRan, Newmont
Corporation, Rio Tinto, and Teck Resources.
*  CAT's first electric 793 large mining truck prototype was demonstrated to customers in November 2022.

Komatsu has introduced new electric construction
machineries into the market in 2023/2024:

*  Full production capabilities are expected in 2027+. We plan to begin introducing 20-ton class electric 13-ton class electric excavators “PC138E-11
excavators "PC200LCE/210LCE-11" equipped with “ equipped with lithium-ion batteries, are scheduled
EARLY LEARNER PRODUCTION lithium-ion batteries as a rental machine in the Japanese . pe introduced in the Japanese market as a

and European markets from October onwards.
(Sequentially introduced in Asia, North America, and
Australia)

rental machine from January 2024 onwards.

B vounn

" W

* Machine technical feasibility * Product and technology validation * Fleet optimization * Full production capabilities

gt | v
" " - h . : e " P ¢ [PC200LCE-11] "
« Validate technical assumptions « Refine requirements * Validate production intent « Site integration -‘- [ [PC138E-11)
* Process development * Infrastructure learnings 2

Advisory and Equities division of MA Financial Group Sources: Fortescue, BHP, Caterpillar, Komatsu 22



Financials & Valuation MA




Earnings Estimates

New store branches, operational efficiencies, product range expansion, and operating leverage to drive

earnings estimates

Key Earnings Estimates

Profit & Loss ($m)
Sales revenue

Gross profit
Gross profit margin

EBITDA
EBITDA margin

D&A
EBIT
EBIT margin

Net interest
PBT

Tax
Underlying NPAT
NPAT margin

EPS - diluted ($)
DPS ($)

Valuation metrics
EV/EBITDA
EV/EBIT

P/E

Source: Company, MA Moelis Australia

Advisory and Equities division of MA Financial Group

FY23a

252.3

106.7
42.3%

48.3
19.1%

(7.5)
40.8
16.2%

1.7)
39.0

(11.6)
27.4
10.9%

0.664
0.480

16.8
19.9
27.3

1H24a

145.3

60.5
42.0%

26.9
18.5%

(4.5)
22.4
15.4%

(1.0)
21.4

(6.4)
15.0
10.3%

0.360
0.230

2H24e

154.8

63.9
41.5%

29.2
18.8%

4.7)
24.4
15.8%

(0.9)
23.5

(7.1)
16.5
10.6%

0.391
0.274

FY24e
300.1

124.4
41.5%

56.1
18.7%

(9.2)
46.9
15.6%

(1.9)
45.0

(13.5)
31.5
10.5%

0.752
0.504

14.4
17.3
241

FY25e
337.2

142.1
42.1%

62.1
18.4%

(10.3)
51.8
15.4%

(1.6)
50.2

(15.1)
35.1
10.4%

0.832
0.574

13.0
15.6
21.8

FY26e
376.6

159.7
42.4%

71.8
19.1%

(11.5)
60.2
16.0%

(1.4)
58.8

(17.6)
41.2
10.9%

0.974
0.682

11.3
13.4
18.6

Growth on pcp
FY25e FY26e

FY24e
+19%

+17%
-84 bps

+16%
-46 bps

+23%
+15%
-56 bps

+8%
+15%

+16%
+15%
-37 bps

+13%
+5%

+12%

+14%

+12%

+12%

+70 bps +27 bps

+11%

+16%

-26 bps +64 bps

+12%
+10%

+12%
+16%

-26 bps +64 bps

-18%
+12%

+12%
+12%
-8 bps

+11%
+14%

-8%
+17%

+17%
+17%
+51 bps

+17%
+19%

FY23-26e
CAGR

+14%

+14%

+14%

+14%

+15%

+15%

+14%

MA

* Revenue: We forecast SNL’s topline to

experience robust growth of +19% in FY24,
broadly in line with management’s guidance for
FY24 revenue growth of ‘close to or slightly
above the 10-year average of 14%.’ Beyond
FY24 we forecast a 14% CAGR throughout
FY23-26, factoring in slowing price inflation and a
softening demand environment offset by
expanded investment in DC and store capacity
along with new store roll outs.

Gross profit: We estimate that GP margins will
remain broadly flat as costs associated with the
weaker AUD will be passed onto the customer.
We note that SNL do not hedge currency
exposure.

EBITDA margins: We assume slight EBITDA
margin compression over FY24-25 relative to
FY23 as SNL will be carrying incremental costs
from the DC and store network expansion as
sales take time to ramp up. There is upside risk
to margins if sales come in stronger than
expected or back-end efficiency initiatives
currently underway deliver faster than expected
returns.
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Segment performance

MA

New Zealand impacted by weaker economic environment, but back-end efficiencies should drive margin

improvement in FY24

* Whilst the segment breakdowns have some shortcomings, it is worth
exploring the divergence in performance between SNL’s Australian
and New Zealand operations.

» We note that dividend payments from New Zealand to Australia are treated
as an expense and so understates the underlying profit result in New
Zealand and overstates the result in Australia. The company has stated that
they are in the process of transitioning away from this accounting treatment.
Nonetheless, the trends in each geography are worth considering.

» Over the last three years NZ EBIT margins have lagged margins in
Australia. We understand that GP margins are broadly similar in Australia
and New Zealand and so we attribute the weaker margin to: (1) weaker
topline growth (due to a weaker NZ economy); (2) efficiency initiatives rolled
out in Australia which are due to be rolled-out to NZ in FY24; and (3)
increased costs associated with the Hamilton DC expansion.

» We forecast more modest revenue growth in NZ relative to Australia, with
EBIT margins recovering close to FY22 levels as new stocking efficiency
initiatives are rolled out in SNL’s NZ operations.

Source: Company, MA Moelis Australia, FactSet

Advisory and Equities division of MA Financial Group

Segment EBIT margins

20%

15%

10%

5%

17.5%
16.5% 16.8%
15.4% 0 16.0%
14.0%
oy 137 b 0%
' 10.6%. 113% 1535
9.9% 1067\ 10000 .

7.8%

6.3%
FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY2de FY25e FY26e

e AUs EBIT margins NZ EBIT margins e Group EBIT margins

Segment opex to sales ratio

35%
30%
25%
20%
15%
10%

5%

29.4% 29.1%

27.9% 28.1%
32.8% _— 24.5% 24.0% 24.0%
28.2% 26.4%
. 0
24.0%  23.5% —=
21.3% 9079 222% 21.7%
FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24e FY25e FY26e

e AUS Opex to sales ratio NZ opex to sales ratio === Group opex to sales ratio
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Cash Flow

MA

Solid cash conversion with excellent ROIC as SNL has consistently invested in capacity to support demand

«  With depth of product range and availability of supply key to driving revenue
growth, market share gains and ultimately strong customer relationships, SNL
is a working capital heavy business. However, with strict inventory control and
forward investment in capacity SNL has been able to grow whilst generating
solid cash conversion of 70-80% reasonably consistently.

+ Strong cash generation has allowed SNL to fund growth initiatives (DC
expansion, store refurbishment and new store roll-out) from cashflows and so
the balance sheet has remained lowly geared with minimal net debt. We
estimate capex requirements over FY24-26 will be elevated (~$5m p.a)
compared to historic levels of ~$2m p.a as SNL continues to expand physical
capacity and invest in systems and processes.

« Cash generation and organic growth initiatives allow for the fully franked
dividend to continue to grow, with the yield of 2.8%/3.2%/3.8% in FY24/25/26.
We forecast a payout ratio in line with recent history of ~70%. We incorporate
the DRP in FY24 but do not assume it continues in FY25.

* SNL has a very strong ROIC and ROE and with multiple growth initiatives
underway can continue to generate profitable growth.

Strong and disciplined capital allocation (ROIC track record)
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Source: Company, MA Moelis Australia

Advisory and Equities division of MA Financial Group

Key Financial Estimates

Cashflow ($m FY23a FY24e FY25e FY26e
EBITDA 48.3 56.1 62.1 71.8
Net Interest a.7) (1.9) (1.6) (1.4)
Tax (11.6) (14.5) (15.0) (17.6)
Change in Working Capital (16.4) (13.5) (7.2) (11.2)
Other 0.5 (0.7) - -
Operating Cash Flow 19.0 25.4 38.4 41.6
Growth +5% +33% +51% +8%
Capex (4.3) (4.9) (5.1) (3.8)
Acquisitions - - - -
Divestments - - - -
Other - - - -
Investing Cash Flow (4.3) (4.9) (5.1) (3.8)
Equity Raised 6.9 - - -
Dividends Paid (16.4) (11.3) (23.1) (26.4)
Net Borrowings (5.5) (10.7) (5.6) (5.7
Other - - - -
Financing Cash Flow (15.0) (22.0) (28.7) (32.1)
FX/ Non Cash Items 0.0 0.2 - -
Change in Cash (0.3) (1.5) 4.6 5.7
Free Cash Flow 9.8 14.9 27.7 32.1
Cash Flow Metrics FY23a FY24e FY25e FY26e
FCF/Share ($) 0.24 0.36 0.66 0.76
Price/FCPS (x) 76.2 51.0 27.7 23.9
Free Cash Flow Yield (%) 1.3% 2.0% 3.6% 4.2%
Gross Cash Conversion 67.0% 74.6% 88.4% 84.4%
Capex/Sales (%) 1.7% 1.6% 1.5% 1.0%
Capex/Depreciation (x) 0.6 0.5 0.5 0.3
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Balance Sheet

MA

Minimal net debt position (excluding lease liabilities) allowing flexibility for capital management

* We expect SNL’s balance sheet to remain lowly geared with minimal net
debt as growth initiatives are funded from free cashflow.

* We assume strict working capital control to minimize the drag on the
cashflow as SNL continues to grow.

» Given SNL'’s strong balance sheet positions, management has flagged
continued capital management initiatives (payout ratio of ~70%).

Inventory days historically
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Source: Company, MA Moelis Australia

Advisory and Equities division of MA Financial Group

Key Financial Estimates

Balance Sheet ($m) FY23a FY24e FY25e FY26¢e
Cash 7.8 5.5 10.1 15.8
Inventory 79.4 96.2 105.3 117.6
Current Receivables 28.0 34.0 38.5 43.0
PPE 50.4 51.3 52.0 50.3
Intangibles - - - -
Other 3.6 5.2 5.2 5.2

Total Assets 169.2 192.3 2111 231.9
Current Payables 35.7 44.9 51.0 56.4
ST Debt 7.2 - - -
LT Debt 44.7 48.0 48.4 48.7
Provisions 1.7 1.9 2.1 23
Other 2.1 5.6 6.8 9.1

Total Liabilities 914 100.4 108.3 116.6

Net Assets 77.8 91.9 102.8 115.2
Equity & Reserves 29.2 35.0 35.0 35.0
Retained Profits 48.6 56.9 67.8 80.1

Shareholders' Equity 77.8 91.9 102.8 115.2
Minorities - - - -

Total Equity 77.8 91.9 102.8 115.2

Performance Ratios FY23a FY24e FY25e FY26¢]

ROA 17.8% 17.4% 17.4% 18.6%

ROE 40.0% 37.1% 36.1% 37.8%

ROIC 26.0% 25.6% 26.3% 29.2%

Net Debt excl. RoU lease liabilities ($m) 2.2 5.7 1.1 (4.5)

Net Debt (Cash) ($m) 44.1 425 38.3 33.0

Net Debt/EBITDA (x) 0.9 0.8 0.6 0.5

ND/(ND + Equity) (%) 36.2% 31.6% 27.1% 22.3%

Interest Cover (x) 23.3 24.8 333 42.0

Working Capital 68.5 81.5 87.5 96.4

Working Capital/Sales (%) 27.2% 27.2% 26.0% 25.6%
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Valuation & Price Target
SNL offers 14% FY23-26e EPS CAGR with long-term favourable drivers for a fair 21.8x MAe FY25e NPAT

* We value SNL using an equally-weighted DCF (WACC 9.0%) and P/E multiple (25x FY25e NPAT) methodologies, which derives
a 12mth forward target price of $21.26/share.

* Our 25x FY25 P/E multiple implies a premium vs. MXI/BAP (~12.5x) based on:

o

o

Quality operator: Track record of outperformance; superior margins; ROIC; and strategic management.

Attractive industry to operate in: As truck parts are non-discretionary and are critical for business operations volumes are
consistent and the parts manufacturers and distributors have pricing power. Earnings are therefore high quality.

Taking share from OEM dealers: SNL has opportunities to outcompete MXI/BAP, but there’s further upside to top-line
forecasts if SNL can capture market share from the OEM distributors that currently have 60-70% market share. We note that
in EU and the US the market share for replacement parts is around 50/50 OEM / aftermarket.

Multiple growth initiatives underway: From continued investment in expanding capacity (DCs, existing stores or new
stores) to investment in back-end efficiencies, we see multiple angles for organic growth. The strong balance sheet position
also provides optionality for M&A and/or capital management.

* We note that our target price of $21.26 implies a FY26 P/E of ~22x.

FY24 P/E vs FY24e ROE FY24 P/E vs FY24-26 EPS CAGR
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Source: Company, MA Moelis Australia, FactSet

Advisory and Equities division of MA Financial Group

Valuation & Summary

MA

Investment Summar

DCF value per share 50.0% 22.70
P/E value per share 50.0% 20.92
Blended valuation per share 21.81
Avg. value grown for 12 mths at Ke $ 21.81
Less: Forecast 12mth dividends $ (0.55)
12 month share price target $ 21.26
12 Month Yield % 3.0%
12 Month Capital Return % 17.1%
12 Month Total Return % 20.1%
Recommendation BUY
PV of FCFF $m 1,000.8
Enterprise value $m 1,000.8
Less: net debt $m (47.5)
Equity value $m 953.3
Shares on issue m 42.0
DCF value per share $ 22.70
Upside (downside) to last price % 25%
FY24 NPAT $m 35.1
Multiple X 25.0
Equity value $m 878.6
No. of shares m 42.0
Valuation per share $ 20.92
Upside (downside) to last price % 15%
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Valuation & Price Target (continued) MA

We assess SNL against a basket of competitors (MXI, BAP), auto parts manufacturers, retailers, and international peers.
SNL is priced at a ~28% premium to peer P/E multiple but offers stronger sales growth, EPS CAGR, & NPAT margins

+ SNL is priced at a premium to Consensus Trading Comparables
the basket of peers we have
selected, but offers superior

SEIES EPS CAGR NPAT

sales grovvth potential, EPS Last price Mkt cap Net Debt EV/EBITDA (x) EV/EBIT (x) P/E (x) CAGR (%) ) margin (%)
CAGR, and marginally stronger
NPAT margins Ticker Company name ($) ($m) ($m)
MXI MaxiPARTS 2.30 127 59 188 7.5 6.2 11.6 9.0 13.7 10.5 13% 22% 4%
BAP Bapcor 6.24 2,118 635 2,754 9.2 8.1 13.7 11.7 18.5 15.3 5% 16% 6%
GUD G.U.D. Holdings 11.70 1,648 455 2,103 9.5 8.6 11.7 10.5 14.6 12.7 5% 12% 11%
ARB ARB 40.63 3,341 (15) 3,326 18.8 17.4 225 20.8 313 289 8% 9% 15%
AHL Adrad Holdings 0.90 73 34 107 5.1 4.6 8.1 7.2 9.1 8.0 6% 12% 5%
SUL Super Retail Group 15.40 3,478 768 4,246 5.7 5.6 10.6 10.5 14.3 14.2 4% 4% 6%
GPC Genuine Parts 157.38 33,400 6,270 39,407 11.6 10.8 14.0 12.3 16.1 14.8 5% 8% 6%
ORL O'Reilly Automotive 1,162.94 104,507 11,613 115,589 19.7 18.6 225 21.1 27.5 24.8 6% 11% 15%
THU Thule Group 305.40 4,698 309 4,957 17.6 15.5 19.9 17.2 253 21.7 6% 13% 13%
Average 17,043 2,236 19,186 11.6 10.6 15.0 13.4 18.9 16.8 7% 12% 9%
Median 3,341 455 3,326 9.5 8.6 13.7 11.7 16.1 14.8 6% 12% 6%
SNL Supply Network MAe 18.15 762 47 810 14.4 13.0 17.3 15.6 241 21.8 12% 14% 10%

Premium / (discount) to peer

24% 23% 16% 17% 28% 30% 85% 16% 17%
average

Source: Company, MA Moelis Australia, FactSet

Advisory and Equities division of MA Financial Group 29



P/E analysis

SNL 12m fwd P/E relative vs XSO
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MXI 12m fwd P/E relative vs XSO
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Classes of heavy vehicles — SNL's target market

Class 2 heavy vehicles — freight-carrying vehicles

Freight Carrying Vehicles

Class 2 Heavy Vehicles (examples for illustration purposes)

imension and Loading) National Regulation) (MDL)

A-double

&

B-triple

|
|

AB-triple

A-triple

BAB-Quad

& | 8|8

ABB-Quad

i Ve #e W

Performance Based Standards (PBS)

Rigid Truck and 2 Dog
Trailers

Prime Mover and Quad
Axle Semitrailer

Rigid Truck and 5 Axle Dog

* Trailer

B-double with Quad Axle
Groups (up to 30m)

&R |8 (R

Buses

= Controlled Access Bus

° ,oo(

A-double (up to 30m)

HVNL 5136
A heavy vehicle is a class 2 heavy vehicle if—
(a) it=
(i} complies with the prescribed mass requirements and
prescribed dimension requirements applying to it; and
(i) is—
(A) a B-double; or
(B) a road train; or
(C) a bus, other than an articulated bus, that is longer than
12.5m; or
(D) a combination designed and built to carry vehicles on
more than 1 deck that, together with its load is longer
than 19m or higher than 4.3m; or
(E) @ motor vehicle, or a combination, that is higher than
4.3m and is built to carry cattle, sheep, pigs or horses; or
(b} it is a PBS vehicle.
HVNL s5
B-double means a combination consisting of a prime mover
towing 2 semitrailers, with the first semitrailer being attached
directly to the prime mover by a fifth wheel coupling and
the second semitrailer being mounted on the rear of the first
semitrailer by a fifth wheel coupling on the first semitrailer.

NHVR Notes:

B-doubles:

Despite the shorter length, 19m B-doubles are classified as Class
2 Vehicles. General freight carrying vehidles that are longer
thanl‘)mrsquireq:sdﬁcnelmhmmorampcbledhmdhg
these larger vehidles. This is usually managed by declari

HVNL s5

B-triple means a combination consisting of a prime mover towing

3 semitrailers, with—

(a) The first semitrailer being attached directly to the prime mover
by a fifth wheel coupling; and

(b) The second semitrailer being mounted on the rear of the first
semitrailer by a fifth wheel coupling on the first semitrailer; and

{c) The third semitrailer being mounted on the rear of the second
semitrailer by a fifth wheel coupling on the second semitrailer.

HVNL s5

road train means—

{a) A B-riple; or

(b) A combination, other than a B-double, consisting of a motor
vehicle towing at least 2 trailers, excluding any converter dolly
supporting a semitrailer.

HVNL s5

PBS vehicle means a heavy vehicle that is the subject of a current

PBS vehicle approval under Part 1.4.

HVNL s5

PBS vehicle approval means a current approval issued for a

heavy vehicle by the Regulator under section 23.

Vebhicle carriers:

A vehicle carrier is a combination designed and built to carry
vehicles on more than one deck that together with its load is
longer than 19m or higher than 4.3m.

networks in gazette notices, bmmraanstwod(doesrmm
an operator may apply for a permit.

Buses:

A bus, other than an articulated bus, that is longer than 12.5m
but fess than 14.5m, that complies with prescribed mass and
dimension requirements is a class 2 heavy vehicle. These vehicles
are also known as a ‘Controlled Access Bus’

o % wahicd
A livestock vehicle is a heavy vehicle, or a combination, that may
be higher than 4.3m and is built to camry cattle, sheep, pigs or
horses.
Perf Based Standard:
{PBS) An alternative compliance scheme for heavy vehicles
sethngmnmuupetformonoslavalsiorsafeondelﬁcnem

ion (as dto i rules). Greater

(2 L P P
3 H

Source: NHVR

Advisory and Equities division of MA Financial Group

MA
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Board and Key Management MA

Name & Position

Summary Of Experience

Gregory James Forsyth
Chairman
(29.5% shareholder)

Peter William McKenzie
Non-Executive Director
(11.2% shareholder)

Geoffrey David Huston
Stewart

Managing Director and Chief
Executive Officer

(1.6% shareholder)

Peter William Gill
Non-Executive Director
(~1% shareholder)

Robert A Coleman

Chief Financial Officer and
Company Secretary

(<1% shareholder)

»  Gregory was appointed to the board in Jan-2006 and as Chairman in Mar-2010.
»  Gregory has over 35 years’ experience in financial markets specializing in Australian listed equities.

» Peter was appointed to the board in Jul-2006.
» Peter has over 25 years’ experience in the transport industry and currently runs a consultancy practice providing advice to public authorities and private
clients in the transport industry.

*  Geoffrey was appointed CEO in Nov-1999 and Managing Director in Nov-2000.
»  Geoffrey has over 35 years’ experience in the road transport industry.

» Peter was appointed senior finance executive in Apr-1995 until his retirement from the role in Oct-2018.
» Peter was appointed to the board in May-2008 initially as Finance director, post retirement as a non-executive director.
» Peter has over 40 years’ experience in accounting and financial in both commercial and professional fields.

* Robert joined SNL in July-2014 and was Group Financial Controller before assuming responsibilities as Chief Financial Officer in 2018 following Peter Gill’s
retirement from his executive financial role. Robert was appointed as Company Secretary in December-2022.
* Robert is a Certified Practicing Accountant.

Source: Company

Advisory and Equities division of MA Financial Group 33



Key Risks

MA

Key Risks

Increased market competition

Reputational risk

Pricing power and dynamics

Branch/distribution expansion
strategy

Delayed purchases of parts or
servicing

Labour shortages

Unfavourable vehicle trends

FX risk

The aftermarket parts supplying/distribution industry could experience heightened competitive pressures from SNL'’s independent part supplying peers,
wholesalers, and OEM dealers. There could be consolidation of existing players or new entrants which alters the market structure and impacts the
performance of SNL and constrain its ability to drive organic/inorganic growth.

The ability to sustain and grow SNL'’s revenue base and earnings is reliant on developing and maintaining a strong reputation as a provider of quality
service and parts distribution. Any factors which impact SNL'’s reputation could impact the competitiveness, growth and profitability of its branches.

SNL is an independent supplier and distributor of aftermarket truck and bus parts which relies on third-parties and internationally sourced parts.
Increasing pricing pressure from SNL'’s suppliers could impact its ability to pass on price increases to customers or adversely affect margins.

SNL'’s organic growth outlook involves the expansion and successful execution/integration of operating branches in a timely, efficient and cost-effective
manner. Should branch or distribution capacity not properly be executed/implemented it may impact the growth prospects of the company.

SNL'’s sales of truck and bus parts may be impacted by delayed frequency of truck/bus maintenance and servicing. If the economy experienced
deteriorating conditions, some truck or bus operators may decide to delay or defer purchases of automotive parts which could impact SNL’s performance.

Attracting and retaining qualified management and staff across head office, branches, and distribution facilities is important to the success of SNL.
Should labour shortages result in SNL being unable to attract and retain staff it could constrain its growth prospects.

The magnitude of truck and bus sales and the size and segmentation of the car parc can impact demand for aftermarket automotive parts. Any
unfavourable changes to vehicle trends may decrease the demand for SNL’s product range.

SNL do not hedge their FX exposure and so should the AUD weaken then this may impact GP margins. However, SNL hold ~6-months’ of inventory
which provides a natural hedge. Furthermore, the company has some capacity to pass on price increases to their customer.

Source: MA Moelis Australia, Company

Advisory and Equities division of MA Financial Group 34
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DISCLOSURE APPENDIX

RATING DEFINITIONS

All companies under coverage are assigned a rating of Buy, Hold or Sell based on the expected 12 month total return estimated by the analyst(s). The
total return is a combination of the estimated capital gain or loss, in addition to the estimated 12 month forward dividends or distributions. In relation to all
companies that MA Moelis Australia Securities Pty Limited conducts research coverage on the relevant total return bands that derive the ratings are:

Buy: >15% Hold: 5% to 15% Sell: <5%
RATINGS DISTRIBUTION TABLE

Distribution of Ratings as at 19 March 2024

SELL HOLD BUY
0.00% 26.83% 73.17%

Advisory and Equities division of MA Financial Group

MA

ASX Equity Research Scheme

The preparation of this report was funded by ASX in accordance with the ASX Equity
Research Scheme. This report was prepared by MA Moelis Australia Securities and not by
the ASX. ASX does not provide financial product advice. The views expressed in this report
do not necessarily reflect the views of ASX. No responsibility or liability is accepted by ASX
in relation to this report.
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Disclaimer MA

GENERAL TERMS OF USE FOR MA MOELIS AUSTRALIA SECURITIES RESEARCH REPORTS
Research reports have been prepared by MA Moelis Australia Securities Pty Ltd (“MA Moelis Australia Securities”), ACN 122 781 560, AFS Licence 308 241, a Participant of the ASX Group and Choe Australia ("CXA") and
the intellectual property relating to the content vests with MA Moelis Australia Securities unless otherwise noted.

GENERAL DISCLAIMER AND DISCLOSURES

Disclaimer:

This document has been prepared for the use of the clients of MA Moelis Australia Securities (or others to whom it is provided under subscription) and must not be copied, either in whole or in part, or distributed to any other
person. If you are not the intended recipient, you must not use or disclose this research in any way. We do not guarantee the integrity of any emails or attached files and are not responsible for any changes made to them by any
other person.

The information upon which this material is based was obtained from sources believed to be reliable, but has not been independently verified. MA Moelis Australia Securities does not make any representation or warranty that
this document is accurate, complete or up to date, and does not accept any obligation to correct the information or opinions in it. Opinions expressed are subject to change without notice. In particular, the opinions, estimates,
and projections expressed in this document are entirely those of the author(s) of this document and are not given as an agent of the entity the subject of this document or its related bodies corporate, affiliates or associated
entities (including existing shareholders) or any advisers to such persons (collectively the "Issuer"). Except to the extent that liability cannot be excluded, MA Moelis Australia Securities does not accept any liability for any direct,
indirect, consequential or other loss arising from the use or reliance of information in this document and/or further communication in relation to this document. MA Moelis Australia Securities produces a variety of research
reports, so recommendations contained in one type of research product may differ from recommendations contained in other types of research.

This document is not an offer or solicitation of an offer to buy or sell any security or to make any investment. Any opinion or estimate constitutes the analyst's best judgement as of the date of preparation and is subject to change
without notice. Due to changing market conditions, actual results may vary from forecast provided. Past performance is not an indication of future return, and loss of original capital may occur. Fluctuations in exchange rates
could have adverse effects on the value or price of, or income from, certain investments.

This document provides general advice only. No investment objectives, financial circumstances or needs of any individual have been taken into consideration in the preparation of this report. It does not purport to make any
recommendation that any buying or selling is appropriate or any person’s investment objectives or financial needs. Prior to making any investment decision, you should consider whether or not any information in this document is
appropriate having regard to your situation. We recommend you obtain financial, legal and taxation advice before making any financial investment decision.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or would subject MA Moelis Australia Securities to any registration or licensing requirement within such jurisdiction. International investors should contact their local
regulatory authorities to determine whether any restrictions apply to their ability to purchase this investment. If you have received this document in error, please destroy it and any copies of it immediately.

There are risks involved in purchasing or trading securities. In particular, the prices of securities can and do fluctuate, and any individual security may experience upward or downward movements, and may even become
valueless. International investors are also reminded that there are additional risks inherent in international investments, such as currency fluctuations, taxation considerations and international stock market or economic
conditions, which may adversely affect the value of the investment.

Please refer to our Financial Services Guide ("FSG"), which is available at https://moelisaustralia.sharepoint.com/sites/Compliance/Shared%20Documents/ General/Securities/Financial%20Services%20Guide%20-
%?20FSG/Financial %20Services%20Guide%20Final%20July%202023.docx?web=1 for further information. Our FSG provides important information about the types of services and products we are licensed to provide; how we
(and other relevant persons) are remunerated for these services and products; our internal and external complaints handling procedures and how you can utilise them; and how you can contact us.

Disclosure: MA Financial Group Limited, its officers, directors, employees, agents and authorized representatives may have interests in the securities in any of the companies to which this document refers or any of their related
bodies corporate, affiliates or associated entities, may have a relationship with any of those entities by acting in various financial or advisory roles including as investment banker, underwriter or dealer, holder of principal
positions, broker, lender, director or adviser, and may trade in the securities mentioned above either as principal or as agent. Our sales and trading representatives may provide oral or written opinions that are contrary to the
opinions expressed in this document. Our related body corporate MA Moelis Australia Advisory Pty Ltd (“MA Moelis Australia Advisory”), may make statements or provide advisory services to the company to which this
document refers and such statements may be contrary to the views or recommendations expressed in this document. MA Moelis Australia Advisory may have previously been appointed by Issuer to provide corporate advisory
services for which it may have received compensation.

MA Moelis Australia Advisory may be appointed by Issuer to provide corporate advisory services in the future for which it may receive compensation. The analyst responsible for this document has taken reasonable care to
achieve and maintain independence and objectivity and certifies that no part of their compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in this report. The
compensation of the analyst is based on overall revenues of MA Moelis Australia Securities and its related entities. The analyst may also interact with trading desk personnel, sales personnel and other parties for the purpose of
gathering, applying and interpreting market information. In producing research reports, the analyst may attend site visits and other meetings hosted by the issuers the subject of its research report. In some instances the costs of
such site visits or meeting may be met in part or in whole by the issuers concerned if MA Moelis Australia Securities considers it is appropriate and reasonable in the specific circumstance relating to the site visit or meeting and
will not comprise the integrity of the research report.

MA Moelis Australia Securities is a trading participant of the ASX Group and CXA and earns fees and commissions from dealing in the relevant financial product.
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GENERAL U.S. DISCLAIMER:

This report is a product of MA Moelis Australia Securities, which is the employer of the research analyst(s) who has prepared the report. The research analyst(s) preparing the report is/are resident outside the United States of
America (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing
requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research
analyst account.

This report is not intended for use by, or distribution to, persons in the U.S. that do not meet the definition of a major U.S. institutional investor under Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (“Rule 15a-6").
The financial instruments described herein may not have been registered under the U.S. Securities Act of 1933 (the “Securities Act”) and may not be offered or sold in the U.S. unless they have been registered under the
Securities Act, or pursuant to an exemption from, or in transactions not subject to, the registration requirements of the Securities Act, and in compliance with any applicable securities laws of any state or other jurisdiction of the
U.S.. This report has been prepared by MA Moelis Australia Securities and is being distributed to major U.S. institutional investors pursuant to Rule 15a-6(a)(2).

Any U.S. Persons or recipients of this Report located in the U.S. that are interested in trading the financial instruments referred to in this report should only effect such transactions through a U.S.-registered broker-dealer.

The distribution of this report in certain jurisdictions may be prohibited or restricted by rules, regulations and/or laws of such jurisdictions and persons into whose possession this presentation comes should inform themselves
about and observe any such restrictions. Any failure to comply with such prohibitions or restrictions may constitute a violation of the laws of such other jurisdictions.

Advisory and Equities division of MA Financial Group
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