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Strawman Stock Spotlight: Advanced
Innergy Holdings (ASX:AIH)

Executive Summary

Advanced Innergy Holdings (ASX:AlH) is a global materials science group that engineers,
manufactures, and installs mission-critical protection systems for assets in hazardous
environments.

The business specialises in protecting critical infrastructure across demanding sectors, including
offshore oil rigs, wind turbines, and ports. By developing proprietary, high-performance materials
(such as advanced rubbers, plastics, and foams) AIH provides essential insulation against
extreme noise, fire, temperature, and pressure.

Despite listing only in October last year, AIH boasts a 20-year track record. With a global
workforce of 800 employees, the company generates over $330m in annual revenue and
approximately $25m in net profit. This financial foundation is supported by a growing order book
exceeding $200m, with earnings expected to expand further in the current fiscal year.

The investment thesis is anchored by a reasonable economic moat in mission-critical
engineered materials, characterised by rigorous qualification standards, extreme costs of failure
(the "IBM effect"), and deep vertical integration.

AlH benefits from a highly visible $1.2 billion pipeline, structural tailwinds in deepwater
extraction and floating offshore wind (which requires 5x the product of fixed turbines), an
undemanding earnings multiple (~14x forward P/E), and significant spare manufacturing



capacity that allows for high operating leverage without major CapEx. Furthermore, high insider
ownership (~40% held by the founders) strongly aligns management with shareholders.

However, this is balanced by some not insignificant risks. As a newly listed entity, AIH has a
limited public track record and its growth relies heavily on serial acquisitions, obscuring true
organic growth rates and resulting in a growing net debt position (~$90 million). Furthermore, its
revenues remain tethered to the cyclical oil and gas CapEx cycle, it faces competition from
established giants in its newer expansion markets like EV batteries and offshore wind, and its
relatively low R&D spend (1.7% of revenue) leaves it vulnerable to long-term material science
disruptions.

Key Takeaways:

e Strategic Diversification: AIH has successfully diluted its reliance on traditional
hydrocarbons, moving from 90% oil and gas exposure in 2017 to a projected 55%—65%
split (including LNG) for the current period.

e The "IBM Effect": Through decades of "type approvals," AIH materials are written into
the global design standards of majors like Shell and Chevron, creating a multi-million
dollar and multi-year "specification incumbency" that protects against low-cost entrants.

e Valuation Asymmetry: Currently trading at an undemanding ~14x P/E, the business
offers a favorable risk-reward profile *if* sufficient per share earnings can be delivered.

e Energy Transition Catalysts: Growth is underpinned by energy security mandates and
the "Floating Wind Multiplier," where deepwater platforms require 4x the protection
spend of stationary turbines.

e Operating Leverage & Risk: AlH is a utilisation-driven cyclical operator. While the bull
case is supported by an offshore recovery, the bear case must account for a historically
low R&D spend of 1.7% and the potential for margin compression if the capex cycle rolls
over. AlH stands as a formidable technical play on the global energy mix, transitioning
from a niche "problem solver" to a diversified industrial technology group.

Company Overview & Technical Foundation

AlH’s competitive advantage is rooted in its legacy as a specialised problem solver for the
energy sector. The group’s origins trace back to 1993 with the founding of Alderley Materials in
the UK, which focused on proprietary phenolic chemistry to provide heat-resistant protection for
industrial equipment.

Following a 2008 management buyout led by current CEO Andrew Bennion, the firm expanded
from a 12-person railway shed operation to a global enterprise of 800 employees. This growth

was earned by tackling high-risk engineering challenges — projects too complex for small firms
yet too niche for massive conglomerates.



The technical moat is built upon a "Materials-First" approach. Unlike competitors who bundle
third-party resins, AIH formulates its chemistries from scratch (specifically phenolics, silicones,
and epoxies).

This proprietary control allows AlH to tailor performance for extreme "hot-wet" subsea
conditions, preventing "hydrate plugs" at depths of 3,500 metres or mitigating the effects of
hydrocarbon jet fires.

A critical but underappreciated aspect of the moat is the "Supply and Apply" model. AIH does
not merely ship products; it deploys specialised in-house installation teams to global fabrication
yards. This ensures reliability and accountability, reinforcing the "specification incumbency"” (the
"IBM Effect") where energy majors default to AIH because its materials are already codified in
their design standards.

Replicating this incumbency would cost a rival years and upwards of A$2 million per type
approval. Furthermore, AlH’s vertical integration of testing labs, particularly the AIT (formerly
CAPSE) facility, allows it to compress the product qualification cycle from the industry-standard
18 months to just nine months.

Competitive Positioning: Product Battleground Analysis

The competitive landscape for AlH is fragmented, requiring a segment-by-segment analysis of
strategic differentiators and reputation-based barriers.

Side-by-Side Comparison

Segment AlIH Primary Key Competitors Strategic Differentiator
Brand/Offer
Subsea Insulation ContraTherm TechnipFMC, Vipo, | Materials-first: resins
C25/C55/B85 Balmoral formulated for specific

conditions. TechnipFMC acts
as a "frenemy"—both
customer and rival.

Subsea Ancillaries | Distributed buoyancy, | Matrix (MCE), Consolidation play; Matrix
bend stiffeners Trelleborg acquisition adds APAC
manufacturing scale and
rotational moulding.

Offshore Wind NjordGuard CPS, Tekmar, First Reputation-driven; focus on
NjordFloat Subsea 25-year "fit and forget"
reliability for high-stakes
insurance claims.



Segment

AlH Primary
Brand/Offer

Key Competitors

Strategic Differentiator

Battery Protection

Thermal barriers, cell
dividers

Marine/Aquaculture | AIS Marine, Ovun

(buoys)

3M, Henkel, Aspen
Aerogels

Resinex, AKVA
Group

Integrated
"Test-and-Formulate" loop via
AIT for thermal runaway
mitigation.

Ovun acquisition provides
niche depth in aquaculture
and seismic buoys via
specialised installation teams.

AlH’s most resilient niches are those where failure costs are astronomical. In offshore wind, a
single subsea cable repair can exceed A$30 million. Consequently, developers and insurers
prioritise AlH’s long-standing track record over lower-cost, unproven entrants.

Valuation Analysis: The Weighted Scenario Model

Valuing an acquisitive entity like AIH requires normalising the inorganic contributions and
accounting for future dilution. Analysis from members highlights that while the top-line CAGR is
impressive, a significant portion is derived from M&A activity. Specifically, of the A$335 million
FY25 revenue, approximately 34% is inorganic, comprising the acquisitions of SRP Subsea,
Ovun, GAP Plastics, and CAPSE.

Strawman Weighted Scenario Model

Variable Bear Case (25%) Base Case (50%) Bull Case (25%)
Forecast EPS A$0.071 A$0.089 A$0.107
Forecast PE 15x 17x 20x
Intrinsic Value A$0.80 A$1.14 A$1.61

Weighted Avg Value A$1.17

To reach the FY29 targets, the model accounts for a 3% annual dilution , resulting in a
projected share count of 460 million.

mikebrisy valuation

Using a scenario-weighted model similar to Strawman, mikebrisy applied more conservative
inputs due to concerns over growth sustainability and margin volatility.




Valuation Inputs & Results

Variable Bear Case (25%) Base Case (50%) Bull Case (25%)
Revenue Growth 8% 1% 13%
Net Margins 5% 6.5% 8%
Intrinsic Value $0.59 $0.95 $1.45
Weighted Fair Value $0.98

mikebrisy views the company as trading near fair value. While he sees more upside potential
than downside risk, his concerns regarding margin quality and cyclical capital expenditure keep

him cautious.

Bottom line, the quality of earnings remains the primary debate; investors must verify if AIH can
transition this inorganic scale into sustained organic growth.

Risks & Strategic Challenges

The following risks could derail the current financial trajectory:

e R&D Underinvestment: AlH’s R&D spend of 1.7% is underwhelming compared to the
3%—6% benchmark for "Energy Technology" peers. This may be a "capitalized
investment vs. expense" accounting nuance, but it risks leaving the firm vulnerable to
chemical breakthroughs from better-funded rivals.

e Balance Sheet & Retained Earnings: Noddy74 notes that Retained Earnings stood
at only £7.2 million (GBP) in FY22, which is lean for a 15-year-old business. Equity
growth has been bolstered by non-operational items, including a £29.4 million (GBP)
"shareholder gift" rather than pure organic cash flow.

e Debt & Capital Requirements: Following the Matrix (MCE), Ovun, and CAPSE
acquisitions, the net debt is projected to be approximately A$90 million. Net
Debt/EBITDA of approx 1.44x. This calculation is based on FY26 guidance. Importantly,
net IPO proceeds have been largely consumed by the Imenco and Matrix upfront

payments; future M&A will likely necessitate further equity raisings.

e Cyclicality: AlH is a utilisation-driven operator. While margins expand rapidly in "feast"
years, the business has little defence against a sharp downturn in offshore capex.

e Management sell down: As stated, management holds a lot of shares. These are
escrowed for a period, but there is the option for these to be sold in mid-2026 and

mid-2027, which could potentially produce material sell pressure.




Analytical Observations on Future Growth

AIH has seemingly emerged from the "Deepwater Funk" — a decade-long stagnation triggered
by the 2014-2016 oil price crash and the subsequent dominance of US Shale. The current
recovery is not merely cyclical, but structural, driven by energy security and the move to deeper
waters.

The Macro Catalyst & Energy Security

Tensions in the Strait of Hormuz have forced heads of state into an "all of the above" energy
strategy. This has revitalized geopolitically "safe" offshore projects in regions like Guyana,
Brazil, and Namibia. AlH is positioned to capture a significant share of this renewed capex as
majors prioritize secure, non-OPEC production.

The Floating Wind Multiplier

Offshore wind is a major secular tailwind. Stationary turbines are being superseded by floating
platforms in deep coastal waters, particularly in Scotland, Portugal, and Norway. As noted by
Clio, floating wind farms require a 4x higher spend on AlH-related subsea protection. This is
highly relevant to the ASX listing, as floating options are the preferred deployment for Australian
sites in the Gippsland, Hunter, and Bass Strait regions.

EV Battery Innovation Loop

The CAPSE acquisition allows AlH to conduct destructive "abuse testing" (crush, nail
penetration) in-house. This data feeds directly back into the chemical formulation of cell dividers
and thermal barriers for thermal runaway mitigation. This integrated data-driven service is a
significant differentiator against pure-play chemical giants.

Final Assessment

Advanced Innergy Holdings is a utilisation-driven cyclical operator positioned for a pro-cyclical
upswing fuelled by revitalised offshore exploration. Strawman members highlight the company's
technical moat and specification incumbency, which firmly locks in major energy players and
creates significant barriers to entry.

Conversely, the community flags valid concerns over the lack of public financial history and a
heavy reliance on aggressive M&A, estimating that roughly a third of recent revenue is purely
inorganic.

While the rapid consumption of IPO proceeds and growing debt warrant caution, the current P/E
is somewhat undemanding relative to the current market average for companies that are
growing at a similar rate. That being said, the multiple isn’t as attractive when compared to the
current peer average on global markets.



Ultimately, for investors comfortable with integration risks and cyclical exposure, AlH offers
upside potential if it can cement its role in the global energy transition. But sensible capital
management and acquisition discipline will be key.

Video Summary

We have prepared a ~8 min Al video summary of this report.

You can access it here:

|

N (

Focused Learners
Logical Frameworks

[ > | SR STRAWMAN

List of Contributors

A BIG thanks to everyone who helped make this report possible.

Here is the full list of contributors referenced in the source material, ordered roughly from the
most extensive contributions to the least:

e mikebrisy: Provided extensive, detailed forum analysis—including alternative valuation
models, ChatGPT-assisted competitor research, and R&D benchmarking—and was a
primary speaker in the roundtable drawing on his decade of oil and gas industry
experience.


https://vimeo.com/1190007104/ded630f2a2?share=copy&fl=sv&fe=ci
https://vimeo.com/1190007104/ded630f2a2?share=copy&fl=sv&fe=ci

Noddy74: Outlined specific investment risks, including the lack of an Australian
operational presence, foreign exchange risk, and underwhelming FY22 retained
earnings.

Longpar5: Contributed multiple forum posts, notably highlighting concerns over AlH's
balance sheet debt and providing context on the industry's shift back toward deepwater
offshore exploration.

Foxlowe: Characterised AIH as a utilisation-driven cyclical operator and pointed out the
critical lack of disclosed historical financial metrics necessary to judge earnings
durability.

UlladullaDave: Shared insights on the extreme cyclicality of the offshore sector by
referencing the historical performance and excess capacity of Matrix Composites and
Engineering (MCE).

Clio: Summarised AlH's competitive moat and shared Al-sourced research highlighting
the geographic locations and future tailwinds for floating offshore wind farms.
Raseekingalpha: Emphasized the importance of understanding AlH's vendor
pre-approvals and geographic diversification within the Middle East.

thetjs: Contributed a brief observation noting the exceptionally high concentration of
shares (89%) held by the top 20 shareholders.
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