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2020 Free Lunch Portfolio by Mohnish Pabrai
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The Free Lunch Portfolio strategy

| continue looking into what others are doing to find good investment ideas.dAsgaoece is

always the Free Lunch Portfolby value investor Mohnish Pabrai. He publishes a portfolio

that he creates by looking at what others do each year, therefore the name Free Lunch on his

blog.



http://www.chaiwithpabrai.com/blog/2020-free-lunch-portfolio
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Usingalgorithmsthe Free Lunch Portfolio looks for 3 types of stoakser cannibals
spinoffsand companies owned by good fund managers that fall inght#raeless cloning
bucket.

Uber cannibalsare businesses that aggressively buyback their shares. In that wagwbey |
the number of shares outstanding and increase the value for the remaining shareholders.

Spinoffsare businesses that the parent company decided to spin off into a separate entity and
give separate shares to shareholders. This is usually done binsabasiness model is

different with the subsidiary than with the parent company and therefore, more often than not,
sharehol ders donét know what to do with the
can really find undepriced bargains.

Shameles<loning is simply looking what others have in their portfolio and buying it.

Back testing showed that the Free Lunch Portfolio beats the S&P 500 by a large margin over
the longer term.

Performance

Year S&P 500 |Spinoffs |Shameless Cloning |Uber Cannibals [Free Lunch
2000 9.1%| 22.8% 23.2% 30.0% 25.5%
2001 -11.9%| 28.0% 43.2% 43.8% 38.2%
2002 -22.1%| -11.7% 3.3% 47.7% 14.3%
2003 28.7%| 56.6% 71.1% 32.7% 48.3%
2004 10.9%| 54.8% 18.2% 57.8% 46.3%
2005 4.9%| 17.5% 15.0% 6.2% 11.1%
2006 15.8%| 19.6% 11.1% 2.9% 10.4%
2007 5.5%| -26.7% 13.3% 27.4% 7.8%
2008 -37.0%| -45.1% -54.4% -24.9% -39.5%
2009 26.5%| 83.6% 30.3% 29.4% 39.2%
2010 15.1%| 16.8% 17.8% 12.5% 15.5%
2011 2.1%| -11.2% 8.7% 1.1% -0.2%
2012 16.0%| 12.7% 31.4% 50.4% 38.0%
2013 324%)| 67.1% 44.2% 43.8% 48.4%
2014 13.7%| -5.4% 15.5% 1.6% 2.9%
2015 1.4%| -8.7% 14.6% -1.5% 0.4%
2016 12.0%| 43.5% 10.4% -2.3% 11.1%
2017 YTD (11/30/2017) 20.5%| 12.9% 29.6% 39.4% 29.7%
Cumulative 155.0% 857.8% 1354.7% 2521.9% 1582.7%
Annualized 16.1% 20.0% 17.1%

SourceFree Lunch Portfolio Forbes Article

| figured, given the current situation in the market it would be interesting to research the
individual components of the 2020 Free Lunch Portfolio and see &itibitre are some


https://www.forbes.com/sites/janetnovack/2017/12/15/the-free-lunch-15-stock-portfolio/#740762796b38
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interesting individual opportunities even if the above performance has a lot to envy. This is
the Free Lunch Portfolio for 2020:

Uber Cannibals

1 Allison Transmission Holdings (ALSN)
1 Asbury Automotive Group (ABG)

1 Corning (GLW)

1 QuantaServces (PWR)

1 Sleep Number (SNBR)

Shameless Cloning

1 Alphabet (GOOGL), from Sequoia Fund

1 Berkshire Hathaway (BRK.B), from Markel Insurance
1 Chipotle Mexican Grill (CMG), from Pershing Square
1 Citigroup (C), from ValueAct Capital

1 Fiat Chrysler Automobile (FCAU), from Pabrai Funds

Spinoffs

1 Athene Holding (ATH)

1 FirstService (FSV)

1 Hilton Grand Vacations (HGV)
1 RMR Group (RMR)

1 Vectrus (VEC)

Free Lunch Portfolio individual holding analysis
Letds start wit h Iwilietcaegaiie pessock usingrhe Pdiey Lyrcim e .
Stock Categorization toel6 Categories of Stocks by Peter Lyn(the categorization is part

of my summanofLy nchdés book One Up On Wall Stireet wi
check it out). When the stockaategorizedl 61 | t ake a |I|,thelangerh f undan
sustainability of the business moa&ld make a quick valuation. On those businesseés tha

inri gue me from an i nvestindapganplgsis.specti ve, | 61

Allison Transmission Holdings (ALSN)
Summary:

1 Free cash flow yield is 12.9%. Likely to change short term but attractive longer term.

1 Apart from the comingecession, the other ald over the business is the EV threat.

1 The buybacks are likely to be cut, the debt is relatively high but the business will not
go away that fast.

Al lison Transmission is the worl doésonslifaar gest
medium and heay-duty commercial vehicles and is a leader in hydpridpulsion systems

for city busesThe company was owned by GM for a long time and The Carlyle acquired it in
2007 for $5.6 billion. It went public in 2012.


https://sven-carlin-research-platform.teachable.com/courses/stock-market-investing/lectures/14255235
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2012

Allison Transmission Holdings Inc. becomes a public company on March 15 and its shares begin trading on the
New York Stock Exchange under the symbol ALSN. At the time of the public offering, the Allison Transmission
IPO is the largest U.S. industrial IPO since the third quarter of 2010

Chairman, President and CEO Lawrence E. Dewey informs investors that the company will demonstrate its
"constancy of purpose" by continuing to pursue several strategic priorities: Expanding global market leadership,
increasing emerging market penetration, focusing on new technologies and product development, and
delivering strong financial results

Source ALST history

The Free Lunch Portfolio defines it as an uber cannibal seockl o ok at ALSNO6s <ca
showsit spent $2.71 billion on buybacks over the last 6 years. It spentevagevabout $90

million for dividends per yeai.he number of shares outstanding has declined from 188

million in 2013 to the last reported, 123 million.

Financials I::: Income Statemant | Balance Shest

(3 Export to Excel )

As Onginally Reported

< Back to Summént View

Search for Names

¥ Name LSO in Billion except per share data 2014 2015 2016 m7 208 2019

w

¥ Cash Flow from Financing Activities
¥ Cash Flow from Continuing Financ. ..
¥ Issuance of/Payments for Com. .
Paymants for Common Stock -0.25 -0.31 -0.28 089 0461 -0.33
Proceeds from Issuance of .. = — = — = —
Total Issuance of/Payments for... -0.25 -0.31 -0.26 -0.89 -0.61 -0.39
¥ Issuance of/Repayments for D ..

¥ [zsuance of/Repayments for

Proceeds from Issuance ... = 047 1.00 0.82 0.00 1.24
Repayments for Long Te. .. -0.16 -0.61 -1.22 -0.43 -0.03 -1.24
Total Issuance of/Repayme. _. -0.16 -0.14 022 039 -0.03 0.00
Total Issuance of/Repayments -0.18 014 -022 039 -0.03 0.00

¥ |ssue and Financing Costs
Deot |zzuance Costs 0.00 -0.01 -0.02 -0.01 0.00 -0.01
Total Issue and Financing Costs 0.00 -0.01 -0.02 -0 0.00 -0.01

¥ Caszh Dividends and Interest Paid

¥ Cash Dividends Paid

Common Stock Dividen_ . -0.09 -0.11 -0.10 -0.09 -0.08 -0.07
Total Cazh Dividends Paid -0.09 011 -0.10 -0.09 -0.08 -0.07
Total Cash Dividends and Inter. .. -0.09 -0 -0.10 -0.09 -0.08 -0.07


https://www.allisontransmission.com/company/history-heritage
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ALSN Stock Analysig Cash Flowi SourceMorningstar

Such leavy spending is possible because the company has pretty good margins on its
products.

Industry Leading EBITDA Margin

EBITDA Margin’

45.0%
40.1%
— -,
40.0% I e
35.0% I I
I
30.0% -l I
I I
25.0% - I
I
200% | I
I
15.0% I I
10.0% ! Y]
Allison Roper Gentex Graco Sensata Rockwell Eaton Parker Donaldson WABCO Cummins

Tronsunssmon Hannifin

1 Fiscal year 2019 peer EBITDA provided by FactSet. EBITDA included above may not be consistent with such entity's reported EBITDA or Adjusted EBITDA, if avaiable. EBITDA Margin: EBITDA or
Adjusted EBITDA divided by net sales.

“Sea appendix for regarding the ion of non-GAAP financial information.

ALSN Stock Analysig EBITDA Margini Source Allison TransmissionR

Having good margins also means you have an advantage over other producers which
indicates business quality always a good thing to invest iBood margins lead to high free
cash flows and a high return on capital.


https://www.morningstar.com/stocks/xnys/alsn/financials
http://ir.allisontransmission.com/static-files/7b1ba277-0f88-4971-8c3f-21776fe9ff82
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Significant Cash Flow Generation

Adj. Free Cash Flow Generation(

(% in millions)

$737

$675

$407_ $409
l__ - ~—
3317 $33

$315  $373  $374  $389  $509  $521 $520 $567 $737  $675

2010 201 2012 2013 2014 2015 2016 2017 2018 2019

= ICertain Non-Recurring Activity Total —%— % of Sales

Mote: See appendix for garding the p ion of non-GAAP financial information.
(1) See appendix for a reconciliation of Adjusted Free Cash Flow.

y @Alllson

Transmission

Allison Stock Analysi$ Free caslilow 1 Source:Allison Transmission IR

On the current market capitalization of $3.94 billion, average free cash flow8®hdiBion
per year over the 1840 years indicate to a free cash return of 12.9%.

| always like to look at the debt structure of a company and they have a significant amount of

it, $2.5 billion. In case of deteriorating cash flows, the debt will beaivigger and bigger
issue.


http://ir.allisontransmission.com/static-files/7b1ba277-0f88-4971-8c3f-21776fe9ff82
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Iable of Contents
Allison Transmission Holdings, Inc.
Consolidated Balance Sheets
(dollars in millions, except share data)
I, December 31,
2018 18

ASSETS
Current Assets

Cash and cash equivalents 5 1182 5 231

Accounts receivable - net of allowance for doubtful accounts of $1 and $1,

respectively 253 279

Inventories 199 170

Other current assets 42 45
Total Current Assets 686 125
Propery, plant and equipment, net 616 466
Intangible assels, net 1,042 1,066
Goodwil 2,041 1,941
Other non-current assels 65 39
TOTAL ASSETS $ 4,450 5 4,237
LIABILITIES
Current Liabilities

Accounts payable 5 150 % 169

Product warranty liability 24 26

Current portion of long-term debt ] —

Deferred revenue a5 34

Other current liabilities 202 197
Total Current Liabiliies 417 426
Praduct warranty liability 28 40
Deferred revenue 104 BE
Long-term debt 2,512 2523
Deferred income taxes 387 328
Other non-current labilites 221 172

TOTAL LIABILITIES 3,669 3578
Commitments and Contingencies (see NOTE 18)
STOCKHOLDERS® EQUITY
Common stock, 30.01 par value, 1,880,000,000 shares authorized,
118,198,782 shares issued and outstanding and 126,251, 266 shares
Issued and outstanding, respectively 2, 1
Mon-voting common stock, $0.01 par value, 20,000,000 shares
authorized, none issued and outstanding _ —
Preferred stock, $0.01 par value, 100,000,000 shares authorized, none
Issued and outstanding _ —

Paid in capital 1,802 1,788
Accumulated deficit (970) (1,100}
Accumulated other comprehensive 10ss, net of tax (52) (30}
TOTAL STOCKHOLDERS' EQUITY 781 659
TOTAL LIABILITIES & STOCKHOLDERS' EQUITY 5 4,450 5 4,237

The accompanying notes are an integral part of the consolidated financial statements.

Allison Transmission Stock AnalysiBalance Sheét SourceiOK

NOTE 8. DEBT

Long-term debt and maturities are as follows (dollars in millions):

December 31, 2018 December 31, 2018
Long-term debi:
Senior Secured Credit Facility Term B-3 Loan, vanable, due 2022 5 - % 1,148
Senior Notes, fixed 5.0%, due 2024 1,000 1,000
Senior Secured Credit Facility Term Loan, vanable, due 2026 644 —
Senior Notes, fixed 4.75%, due 2027 400 400
Senlor Notes, fixed 5.875%, due 2029 500 —
Total long-term debt s 2544 5 2,548
Less: current maturities of long-term debt & —
deferred financing costs, net (see NOTE 2) 26 25
Total long-term debt, net 5 2,512 % 2,523

73

They still have two years to refinance the $1 billion loan, but the cost of degkndnthe
businesenvironmenfor the company


http://ir.allisontransmission.com/static-files/906c3539-705e-40dc-9cb2-7a74dbdf92e4
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Allison Transmission Holdings Inc
NYSE: ALSN

33,63 usD +0,25 (0.75%) +

Closed: 7 Apr, 16:55 GMT-4 - Disclaimer

After hours 33,90 +0,27 (0,81%)

& months

1 day 5 days 1 month

60 21,39USD 27 Ap

2012

YTD 1ye

April 2020

+ Follow

Max

2014 2016
Cpen 3441
High 35,26
Low 33,12
Mt cap 3,848
P/E ratio hﬁﬂﬁ

2018

Div vield R ' (7%
Frey close 33,38
52-wlk high 50,46
a2-wl low 26,15

We have now discussed the past for ALSN, and it looks really good. However, it is time to
discuss the future becauseesting is about the future, unfortunately not about theipiustt

would make thingsasy.

Allison Transmission stock analysig outlook

For me, categorizing a stock into theategoriedl i scussed i
On Wall Street makes it much easier to know what to expect from a potential investment.

n

Petper

Lynch


https://sven-carlin-research-platform.teachable.com/courses/stock-market-investing/lectures/14255235
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_ ) FAST GROWERS
Ve U, STALWARTS)
ON GLOW GROWERS
TURNAROUNDS

wof GYGLICALS
ASSET PLAYS

| would categorize ALSNOsS business as cyclic
economic activity, interest rates and the general sentiment.

AL SNO6s ma h&kless cyaical ghhntthe Linehaul Class 8 market but it is still cyclical.

North America On-Highway End Market
- TS

Class 1-3 . Class 8 i Class 8 . Tractor
Class 4-5 . Motor Home  School Bus Class 6-7 Straight | Metro! ! (Linehaul)
- . I | |
g 0 A | T
Weight <14 bs 14-191bs | 16-33bs  16-33lbs  19-33Ibs 33bs+ | 33lbs+ | 33lbs+
(000s of Ibs) ' : i
2018 Industry 11,843,304 110464 [ 16345 35,340 @ 04510 | 77,855 | 170,001
Units Produced | ! |
2019 Allison
Share W Wt
° ~30-40% of Allison's North America On-Highway market volume is driven by municipal spending, reducing end-market volatility

e Multi-year opportunity to gain share in Class 4/5 with recent medium-duty commercial truck launches by Chevrolet and Navistar,
exclusively with the Allison fully-automatic

. New opportunity to further grow share in Class 6/7 with the upcoming launch of the new Mack MD Series commercial truck,
exclusively with the Allison fully-automatic

. Growing opportunity in Class 8 Metro' and Tractor markets with the new Allison Regional Haul Series™ fully-automatic
transmission?, with proprietary xFE and FuelSense® 2.0 technology

Mote: Analysis excludes Allison's Transit/Coach Bus and Electric Hybrid Transit Elus volume.

Source: Class 1-3 from WardsAuto North America Production — December 20 re Addressable Market and Class 8 Tractor from Allison and ACT Research.
1 “Metro” is a term for tractors that are used in urban environments, currently representing ~30% of the Class B tractor market.

2 Beginning in the second half of 2020, the Regional Haul Series will be an available option on the Freightliner M2 112 and the Cascadia

@ atizon
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In 2009, themarket fell 65% compared to the average of the previous 3 years and it took 6
years to recover to the previous letegm average as it never reached the previociicey

highs.

Core North America On-Highway Opportunities

@ Anticipated return to normal production
levels following cyclical high
— State & local gov't spending along with housing

market recovery continue to support demand for
medium and heavy-duty trucks

— Lack of near term significant EPA emission
changes tempers cyclicality

North America Production in Allison’s Core

Addressable Market (units in 000s)(")

1999 - 2009
427

e Allison’s growth is further supported by
— Stability of Class 6/7 MD market
— Growing first and last mile delivery sector

— Continued demand for fuel efficient vehicles

e Opportunities to penetrate underserved
Class 4/5 and Class 8 Metro markets

— Recent share gains in Class 4/5 with medium-
duty commercial truck launches by Chevrolet
and Navistar, exclusively with the Allison fully-
automatic transmission

— Allison Regional Haul Series fully-automatic N
transmission for the Class 8 Tractor market will Q@qj

P 8 0 b B B 8 (OB 08 P 8 ®
?‘"%9@@‘19@‘9‘19‘19'19'19'9@@0 U
4
&

launch with Freightliner Trucks in 2020 &«

(1) Source: ACT Research, January 2020. Includes: Class 4 thru 8 less Class B Tractor & Class 8 Straight with Sleeper.
2019: Total 634,126 less Class 8 Tractor of 247 946 less Class 8 Straight with Sleeper of 3,070.

A Allison

19 Transmission

The question is, will there be more market growth or is it a market deé$tina slow, but
long structural decline due to the EV danger.

10
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CNBc SIGNIN PRO WATCHLIST MAKE IT 7| SELECT 7 o reH Qud

=  MARKETS BUSINESS INVESTING TECH POLITICS CNBCTV USRS INTL

Amazon is purchasing 100,000 Rivian
electric vans, the largest order of EV
delivery vehicles ever

PUBLISHED THU, SEP 19 2019.3:06 PM EDT | UPDATED THU, SEP 19 2019.5:34 PM EDT

a Elijah Shama

suare £ W in

TRENDING NOW

KEY * Amazon places an order for 100,000 electric delivery vehicles from Rivian e .

POINTS Automotive in a push to make the company's fleet run entirely on renewable energy. Tesla will slash employee
pay and furlough
employees

* Prototypes of the new delivery vehicle are expected to take to the road next year.

UK leader Boris Johnson
spends a second night in
intensive care with
coronavirus

® Rivian says the order will not affect the rollout of its other electric vehicles.

'UU,UUU 1icvvv lu‘l’ AL A S S A
/‘ mazon 'f‘ | very US coronavirus cases top

400,000, doubling in one
NI week

| Trump blames WHO for
getting coronavirus
pandemic wrong,
threatens to withhold
funding

ALSNOGs mai BoarceCNBCr e a't

However, they have two growth opportunities outéh©ne is to expand globally as they are
doing by opening factories in Hungary and India.

The second growth opportunity comes from the hybrid business and newghdgh
businessHowever, that is an area with high competition and they will likely not have the
advantages they have in the traditional busittemsks to their GM heritage.

11


https://www.cnbc.com/2019/09/19/amazon-is-purchasing-100000-rivian-electric-vans.html
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Commercial Truck and Bus e-Axle Solutions

® Line of fully integrated electric axles
designed to fit between the wheels
of medium- and heavy-duty trucks
and buses

Standard panhard rod

Standard suspension locations

Optional air disc brakes or
drum brakes

Standard wheel-

* Allison’s electrified bolt-in solution is e
compatible within the current vehicle
frame, suspension, wheel-ends, and
OEM vehicle assembly process

Integrated electric motors

® Features fully integrated electric
motors, a multi-speed gearbox,
proprietary oil cooling and pump,
providing one of the industry's top
performing and most efficient
solutions

Multi-speed gearbox

Integrated oil cooler and electric on-demand pump

i

® |deal propulsion solution for battery
electric, fuel cell electric and range
extending electric hybrid vehicles

Conclusion

The conclusion is simplALSN is a cyclical stock and the beshg, the lower risk and
higher reward investment opportunity with such businesses, is when the fundamentals start to
improve, not heading into a recession.

Secondly, one must carelplvatch the EV threat as it is fancy to buy an EV garbage truck.
Maybe itis not feasible now, but going into the second part of this decade, there will be much
more supply at | ower prices where we donot

On acash flow basis, the company is also still a bit expensive because expean it to see

slow or even negative growth over the coming decade. On top of that the company has $2.5
billion in debt that will become a burden at some point in time (it alwags th a cyclical
industry).

Despite my cloudy outlook, I would say thisomeone follows the company over the next
decade, carefully assesses the technology, he or she might buy just before ALSN gets to a
breakthrough. The positive situation might neweterialize, but it might be worth to follow.

12
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Asbury Automotive Group\BG)

Asbury Automotive Group, Inc. (NYSE: ABG), is one of the largest automotive retailers in
the U.S., with 2018 revenues of approx. $6.9 billion. Built through a combinationasfiorg
growth and strategic acquisitions, Asbury now operates 88 dealemshgmnpassing 107
franchises for the sale and servicing of 31 different brands of American, European and Asian
automobiles. Approximately 80% of sales are from import brands.

The canpany is definitely cyclical, as selling carsTée below chart showsdlextreme
cyclicality of the US automotive market.

U.S. SAAR 1970 to 2019 ASBURY

20 -

18

Units (M)

4 — m— T — T T T oo o o
A AV A A0 o © S GV o o P & ) O > O P D
N DD s‘g’o & {3? F '\fﬁ CHRC RGN . 4 mép & 1§§‘ ~ -1,@% L U S S S

SAAR is hard to predict.

We attack what we can control: Used Vehicles, F&I and Parts & Service

© Asbury Automative Group 2020. Al rights reserved.

US Automotive salesSourcelnvestor presentation

The companys also an uber cannibal @$owered then number of shares outstanding from
33 million ten years ago to the current 19 million.

13


https://asburyautomotivegroupinc.gcs-web.com/static-files/2cd5d77f-c541-4581-a445-44bee44fc7b6
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Asbury Automotive Group Inc ABG | sk

Financials et B | [Rscendng 5]

2010-12  2011-12  2012-12  2013-12  2014-12  2015-12  2016-12  2017-12  2018-12  2019-12 ™
Revenue USD Mil 3,936 4,276 4,640 5,334 5,867 5,588 5,528 5,457 6,874 7,210 7,210
Gross Margin % 16.5 16.9 16.5 i6.4 16.5 16.1 16.2 1i6.4 16.0 16.2 16.2
Operating Income USD Mil 127 134 186 226 268 302 298 293 315 33z 332
Operating Margin % 3.2 3.1 4.0 4.2 4.6 4.6 4.6 4.5 4.6 4.6 4.6
Net Income UsSD Mil 38 68 82 109 111 169 167 139 168 184 184
Earnings Per Share USD 1.14 2.08 2.61 3.51 3.71 6.41 7.40 6.62 8.28 9.55 9.55
Dividends UsD - - - - - - - — - - -
Payout Ratio % * — — — = = = = — — — —
Shares Mil 33 33 32 31 30 26 23 21 20 19 19
Book Value Per Share * usp 8.75 10.01 12.86 15.31 18.37 12.68 12.03 16.69 24.86 31.12 33.52
Operating Cash Flow usD i 10 -181 -20 51 84 155 142 266 10 350 350
Cap Spending USD Mil -30 -71 -74 -87 -63 -102 -111 -54 -62 -72 -72
Free Cash Flow USD M -20 -252 -56 -36 20 53 30 213 -52 278 278
Free Cash Flow Per Share * uso -0.61 1.39 -3.03 -1.85 1.99 0.41 1.67 8.43 2.63 9.78 =
Working Capital UsD Mi 242 156 206 274 235 335 228 244 249 356 =

* Indicates calendar year-end data information

Asbury Stock Analysi$ Fundamentals SourceMorningstar

Thanks to the heavy buyback activity the stock really exploded over the last 10 years.

Asbury Automotive Group, Inc.
’ <+ Follow
NYSE: ABG -

54 .34 usD +530 (10,81%) +

Closed: 8 Apr, 16:07 GMT-4 - Disclaimer

After hours 54,34 0,00 (0,00%
1 day 5 days 1 month 6 months ¥TD 1 year 5 years Max

150 33,72 USD 14 Aug 2015

100

Cpen 49 82 Diw yield -
High 55 38 Frev close 4904
Lo 4686 a2-wilk high 123,44
Mkt cap 1,058 52-wilk low 309 36
P/E ratio 5,69
Butwhat i s i mportant and something | |ike, th

when the stock was rel ati v adrgnmenthRraatigallynd r ar e
buybacks have been done in 2019 as the stock was even above $100.

14


https://financials.morningstar.com/ratios/r.html?t=0P000000JG&culture=en&platform=sal
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¥ Name USD in Billion except per share data 2014 2015 2016 2017 2018 2019
Sales of Other Non-Current. . 0.00 0.00 0.00 0.01 0.00 0.02
Total Purchase/Sale of Other .. 0.00 0.00 0.00 0.01 0.00 0.02

¥ Purchase/Sale of Investment P._.
Purchase of Investment Pro. .. -0.02 — = — = —
Total Purchase/Sale of Invest. .. -0.02 — = — = —
Other Investing Cash Flow — - — — - —

¥ Purchase/Sale of Investments, ..
Sale of Investments = — = — = —
Total Purchase/Sale of Invest. .. = — = — = —
Total Cash Flow from Continuing | . -0.23 -0.06 0.00 -0.13 015 -0.23
Total Cash Flow from Investing Activi. .. -0.23 -0.06 0.00 013 0.1 -0.23

¥ Cash Flow from Financing Activities

¥ Cash Flow from Continuing Financ ...

¥ |ssuance of/Payments for Com. .
Payments for Common Stock -0.17 -0.31 -0.22 -0.04 -0.11 -0.02
Total Issuance of/Payments for... 017 -0.31 0.22 -0.04 0. -0.02

¥ Issuance of/Repayments for D

¥ |zsuance ofRepayments for
Proceeds from Issuance ... 377 415 3.87 3.88 461 437
Repayments for Short T. .. -361 417 =375 -392 439 -451
|

Cash flowfrom 2015 to 2019 Source: Morningstar
Asbury Automotive Stock AnalysisThe business

They have recently made an acquisition. It is in the luxugyneat so sales will likely get
hardly hit in 2020 even if they say luxury dramatically outperformed @® 20hd that is why
they increased their brand mix to 50% luxury. | guess the rich get richer.
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T

Ranked in the Largest
Dealerships in the Country

Mercedes-Benz of Dallas l

Asbury to Acquire Park Place Dealerships

A Mercedes-Benz of Fort Worth |
DEALERSHIPS Meredes Semotaddmgion |

@ == 4

= Asbury announces acquisition of Park Place
= $1.9 billion in annual revenue'!

* 10 luxury dealerships and 17 franchises By ’““""“q"“m’;‘"""' |
- - A
= 9 dealerships located in Dallas, TX market @ E:Erm I*
* 1 open point located in Austin, TX
= Opening in Q1 2020 a a
. Porsche Dallas ‘
= Target closing in March 2020 -

>
f ? E Valvo of Dallas iﬁ
\Wj Park Place Premier Collection |

Asbury announces proposed acquisition of one of the top luxury dealer groups in the U.S.

Sourcelnvestor presentation

They paid a billion in cash on a 10x EBITDA multipldowever, theyerminated the
transactiordue to the current environment.
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However, parts and services account for most of the profits.

The Four Key Components of Our Business ASBURY
(Q42019)
% |
12%
28%
29% [ F&I
[ Parts & Service
[1Used
N 47% B New
\ ——
10%
Revenue Gross Profit

Used, Parts & Service and F&I account for 45% of revenue and 85% of gross profit

7
B Ashury Automative Group 2020. Al rights reserved.

Another cyclical buffer is the variable cost structure of 70%.

17
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Variable Cost Structure Moderates the Impact of Downside Scenarios e

70% - 80%
Variable

SG&A Composition of
Expenses Variable SG&A Expenses

70% - 80% of SG&A is considered variable and disproportionately weighted

towards new and used operations

Mote: An illustrative example. Variable expenses also include some semi-fixed expenses that do not move directly with vehicle sales but 10

It is a usewof technology.

18
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Online Service Appointments ASBURY

140K

40K
34K

Q1'16 Q2'16 Q3'16 Q4'16 Q1'17 Q2'17 Q3'17 Q4'17 Q1'18 Q2'18 Q3'18 Q4'18 Q1'19 Q2'19 Q3'19 Q4'19

Digital technology is driving business growth and enhancing the customer experience;

quarterly online service appointment volume has grown over 450% since Q116

14
© Asbury Automative Group 2020. All rights reserved.

The have a good capital@tation structure.
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Capital Allocation Framework: Each Project Stands on its Own ol

A

Domestic
acquisitions

Import
acquisitions
Luxury
acquisitions

Enhance Share
existing assets repurchases
————

Minimum Required Rate of Return

WACC

Risk

Sophisticated and dynamic approach focused on maximizing shareholder value

* WACC: weighted average cost of capital 17
© Asbury Automative Greug 2020. All rights reserve_
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Transaction Summary ASBURY

O Acquisition of Park Place Dealerships, including
Transaction = 10 luxury dealerships and 17 franchises in Dallas/Fort Worth/Austin
Scope =  Premier locations with first class facilities; 6 stores are in the top 20 in the U.S.

=  Strategic growth opportunity with in-house auto auction

O Transaction valued at approximately $1B in an all-cash transaction, excluding vehicles
= Approximately $30 mm of parts and fixed assets
= Approximately $215mm real estate portfolio, and
= 5$785mm Blue Sky value
Consideration Reflects 10x multiple on approximately $100mm of EBITDA, including run-rate synergies
$1lmmmgaoch~ill cash tax savings - adds approximately $90 million in present value'")
Three year return on invested capital expected to be well above our cost of capital

Expect to incur expenses of approximately $0.05-0.10 earnings per share in Q4 2019

| iy W m i =)

Expected to be accretive to 2020 EPS by approximately $1.00 to $1.25, excluding transaction costd?!

Synergy
Potential &

Integration Plan

o

Synergies of at least $20 million identified with upside related to further operational improvements

o

One-time transaction and integration costs of approximately $25 million

O  Expected to be financed through a combination of existing credit facilities, cash flow from
operations, and committed financing arrangements

O Maintain strong credit profile; deleverage from 4x to below 3x over 3 years

O Shifts brand mix to 50% luxury stores, which historically are more resilient in downturns

O Transaction is expected to close in March 2020, subject to:

Anticipated
Closing

*  OEM approvals

»  Customary regulatory approvals

11

(1) Discounted at9% (2) one-time transaction related (3) Assumes March 31, 2020 close © fsbury Autemetive Geoup 2019, Al rights reserved.

The key here will be the balance sheet.
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ASBURY AUTOMOTIVE GROUF, INC.
CONSOLIDATED BALANCE SHEETS
({In millions, except par value and share data)

ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Contracts-in-transit, net
Accounts receivable, net
Inventories, net
Assets held for sale
Other current assets
Toral current assets
PROPERTY AND EQUIPMENT, net
OPERATING LEASE RIGHT-OF-USE ASSETS
GOODWILL
INTANGIBLE FRANCHISE RIGHTS
OTHER LONG-TERM ASSETS
Toral assets
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Floar plan notes payable—itrade, net
Floor plan nates payable—non-trade, net
Current maturities of long-term debt
Current maturities of operating leases
Accounts payable and accrued liabilities
Liahilities associated with assets held for sale
Total current liabilities
LONG-TERM DEBT
LONG-TERM LEASE LIABILITY
DEFERRED INCOME TAXES
OTHER LONG-TERM LIABILITIES
COMMITMENTS AND CONTINGENCIES (MNote 20)
SHAREHOLDERS EQUITY:
Preferred stock, 5.01 par value, 10,000,000 shares authorized; none issued or outstanding

Commuan stock, .01 par value, 90,000,000 shares authorized; 41,072,080 and 41,065,069 shares issued, including shares

held in treasury, respectively
Additional paid-in capital
Retained eamings
Treasury stock, at cost; 21,791,707 and 21,719,339 shares, respectively
Accumulated other comprehensive loss
Total sharehaolders' equity

Total liahilities and shareholders’ aquity

April 2020

As of December 31,

019 2018
] i5 & 83
194.7 1983
136.2 1303
985.0 1,067.6
154.2 263
129.0 1222
1,602.6 1,553.0
909.7 B8G.1
65.6 —
2007 1812
121.7 65.8
10.0 93
b 29113 § 2,695.4
$ 1303 § 114.0
657.7 B52.1
324 8.8
17.0 —
08.7 298.4
100.9 —
1,247.0 1,303.3
907.0 B66.5
52.6 —
26.0 217
324 0.7
0.4 0.4
582.9 5729
1,094.5 0327

(1,028.6) (1,023.4)
(2.9) 0.6
646.3 4712
H 29113 § 2,695.4

They have $900 million on debt and $787 million of floor plan notes that are notes received
20109,

against inventory. Given the operating cash flons $ 3 4 9
such a big problem there.

Valuation

mi ||

on

i n

All'in all, this company will likely make about $100 million per year from a conservative
standpoint. They will also make acquisitions so they might grow.

I dondt kedealerskipbtrends in the US which is déflg something to watch

and follow before investing.

I donodt think there wil!/ be

earnings.

$100 million on the current market cap of around $1dillis a 10% longerm return. Add a
few percentages for growth and you get to a dmébledigit return.

buybacks i
the moment. However, when the situation starts improving, it might be interesting to follow
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A note here, the key for luxury car purchases is cheap money. Interest rates on automotive
loans have been going up, predicting a recession as always

FRED ~/ == Finance Rate on Consumer Installment Loans at Commercial Banks, New Autos

48 Month Loan
175 -
o
o
15.0 +
AP
* 'V‘;
125 - “ g
s * Ve
- h"’.v’.j P !
s F v
g 10.0 e . . -
o * - .
- . ““. & .
- - o »
75 ~ \% aat
ﬂ/ .
Feb 2014: 4.23
50 !
o
Vb e A
sraaN "t
25
1980 1990 2000 2010 2020
SourcelFRED
ABG Insider Trading - ASBURY AUTOMOTIVE GROUP INC
(c) https:/fwww.secformd.com/
1.0e+7 :
i Buy
lO'OOII || | | | | | TH 1| | [l || | T | NN || | H| T 1sell
[ | | I I = T I | I i | NN | | | I
! | | I | ! | | | L | | |
1.0e+8
Aprls Aprie Aprl7 Aprls Apria Apr. 09, 20
Total buys: $5,285,244, total sales: 887,370 634, net: 5-82,085,390

Common stock purchase or sale:

T

=iy
ABRAMS CAPTTAT MANAGEMENTL P,

ABRAMS CAPITAL MANAGEMENTLLC
2020.03-18 | 2020.03-20 : ABRAMS CAPITALTLC _ . 2118216 |,
Puncuse | i30pm | ASBURY AUTOMOTIVE GROUPING ABG P 12187 [ 84327 [ s5273.620 | S | v
I Abrams Capital Partners TL P,
10% Onamer
M 2
‘O‘gj:'m 2?_?;0:;:2 ASBURY AUTOMOTIVE GROUP INC ABG %"ﬁi‘r‘ﬁ 1000 | 57843 | s$78.430 %ﬁi i
> = :
‘mgjf"' 231_3;0;33 ASBURY AUTOMOTIVE GROUP INC ABG W 2000 | se1 | $182.000 gﬁ) View
= 7 : =
‘mgjf"o' 2‘11_?;0:;?9 ASBURY AUTOMOTIVE GROUP INC ABG W 1000 | so221 | se2210 (%ﬁ;’ft ) | e
201:;?:"06 2‘11_3;0:;?6 ASBURY AUTOMOTIVE GROUP INC ABG % 000 | se23 | $83.268 gf;‘:) T
b )
ngjf.m Zil_gflff ASBURY AUTOMOTIVE GROUPINC ABG —DELOACg;:fg?L“ CR 8000 | soL71 | $733.680 (g ;ﬁ) View
2015-0-01 | 0130801 |y cpipy AUTOMOTIVE GROUPING ABG e 424 | so03s | ssgaoe | 3 | vew
Sale 4:20 pm CAD (Direct)
b 5 3.
2012-05-06 | 2018-03-08 | 4 spypy AUTOMOTIVE GROUP INC ABG KazBuzeue § 5000 | sso7 | s2s2100 | 2212 | view
Sale 431 pm Directer (Direct)
101:;::'30 2?11_?;0;;?1 ASBURY AUTOMOTIVE GROUP INC ABG % 3200 | $70.77 | $263.161 gﬁ) T
) 2 3
‘01:;?:"9 2‘11_?;3;;?1 ASBURY AUTOMOTIVE GROUP INC ARG %’ge—“ 9000 | 57939 | $714510 0;1; ) | view
2019-04-24 1 200190426 | 5 opypy AUTOMOTIVE GROUPING ABG e 15000 | $7925 | s1.188.754 | 2970 | wiew
Sale 4:48 pm CEQ (Direct)

A big owner increased the position a bit lately.
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Corning (GLW)

Corning Incorporate@GLW) is an American mitinational technology comparthat

operates in five ggnents: display technologies, optical communications, environmental
technologies, specialty materials, and life sciendesv, GLW is not just a glass company, it
is about the touch screens you use,dftical cables, specialty materials and laboratory
equipmeni{new FDA approved glass for pilisvalor glasg which makes it a very
interesting play over timas it is exposgto many structural trends out thef@nartphones,
TV, automotive screens, 5&c.)

Focusing Our Portfolio

Core Manufacturing & Market-Access
Engineering Platforms Platforms

Vapor o
D%posmon 2 o5 P
pre : == b Moléille Onsume!
o ectropies ¥
fFusion

Technologies

-

Prm;t

Ferming
s

Ceramic

Focus >80% of resources on opportunities that leverage
capabilities from at least two of three columns

Corning business SourcelR

Interesting facts; Sold 50% of Dow Corniimg2016 for $4.8 billion in cash and 50% stake in
Hemlock Semiconductor

Issueda 60year bond in 2019 with a coupon of 5.5%.

Sources for future referencgd19 Investor Day 2020 daywill be worthwatching

Corning Stock Analysis

The stock had some crazy movement in 2000 when it was connected to fiber sales as the
internet was supposed to explode and dsesilly really bad in a recession. That is logical as
construction and industryegends on the economy.
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Corning Incorporated
+ Follow
WSE L D

21,18 usp+061(2.97%)4

Closed: 9 Apr, 18:50 GMT-4 - Disclaimer
After hours 21,25 +0,070 (0,33%)

[Sa ]

Max

1 day 5 days 1 month & manths YTD 1 ye

iL

1]

m
11
LI

150 3,45 USD 12 Dec 2008

100

The stock is where it was 20 years ago but the fundamentals (revenue, returns to
shareholders, share count) have all improved severely over thewagtérs. Could this be a
gem that the market is overlooking due to its compyeaind cyclicality? That is what we are
going to find out.

Letds take a ook at fundament al

Corning Inc GLW | k%%

Financials Export [ @
2010-12 2011-12 2012-12 2013-12 2014-12 2015-12 2016-12 2017-12 2018-12 2019-12
Revenue USD Mil 6,632 7,850 8,012 7,819 9,715 9,111 9,390 10,116 11,290 11,503
Gross Margin % 46.0 45.2 42.4 42.5 41.7 40.1 39.9 39.9 39.5 35.1
Operating Income USD Mil 1,423 1,847 1,551 1,513 1,993 1,307 1,468 1,630 1,575 1,306
Operating Margin % 21.5 23.4 19.4 19.4 20.5 14.3 15.6 16.1 14.0 11.4
Net Income USD Mil 3,558 2,805 1,728 1,961 2,472 1,339 3,695 -437 1,066 380
Earnings Per Share UsD 2.25 1.78 1.09 1.34 1.73 1.00 3.23 -0.66 1.13 1.07
Dividends UsD 0.20 0.23 0.32 0.39 0.40 0.48 0.54 0.62 0.72 0.80
Payout Ratio % * 8.9 9.4 27.4 31.4 30.1 30.3 26.3 25.9 - 58.2
Shares Mil 1,581 1,583 1,506 1,462 1,427 1,343 1,144 895 941 899
Book Value Per Share * usD 12.41 14.28 14.62 15.55 15.29 15.66 16.65 19.19 14.71 14.09
Operating Cash Flow USD Mi 3,835 3,189 3,206 2,787 4,709 2,809 2,521 2,004 2,919 2,031
Cap Spending uso Mil -1,007 -2,432 -1,801 -1,019 -1,076 -1,250 -1,130 -1,804 -2,310 -1,987
Free Cash Flow UsD M 2,828 757 1,405 1,768 3,633 1,559 1,391 200 609 44
Free Cash Flow Per Share * UsD 1.79 1.25 0.93 1.04 2.65 1.22 0.78 0.93 0.74 -0.30
Working Capital USD Mi 6,873 6,580 7,739 7,145 7,914 5,455 6,297 5,618 3,723 3,942

* Indicates calendar year-end data information

Revenues have been growing steadilye are looking at 10% growth. Margins &igh,

35% gross margins give room for flexibility and indicate the produ¢tosg. Earnings have
been volatile but operating cash flows are always positive, dgaing$2 to $4 billion. The
capital expenses are really high and take away most of thdlgas, but we have to see
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where is that money going and what will be the retur capital on the high capex
investments.

The company has managed to half the number of shares outstanding over the last 10 years,
remarkable. They have $7 billion of logrm debt and $7 billion of lease capital obligations.

Payments for common stocisuybacks) have been high while the stock was high. A good
opportunistic perspective.

¥ Name S0 in Billion except per share data 1014 2013 2016 2017 2018 2019 ™

¥ Cash Flow from Continuing Financ. _.

¥ |zsuance of/Payments for Com. .

Payments for Common Stogk -2.23 -0.94 -0.94
Total lssuance of/Payments © -2.23 -0.54 -094
¥ Issuance of/Repayments for D

¥ Issuance of/Repaymenis for__.

Corning Incorporated
+ Follow

21,18 usp+061(2,97%) +
Closed: 9 Apr, 18:50 GMT-4 - Disclaimer

After hours 21,25 +0,070 (0,33%)

1 day 5 days 1 month 6 months

]

YTD 1 year 5 years Max

40 20,71 USD 5 Jun 2015

2

Open 20,64 Div yield 4 15%
High 21,63 Frev close 2057
Lowy 20,62 52-wilk high 35,34
Mt cap 16.15B 52-wik low 17.44
F/E ratio 0,23

They practically spend approximately $10 billion on buybacks over the last 10 years. That is
a billion a year, add the dividend of 4% and you are at a return ofrM®fdut calculating the
possible growth in the future.

Conference call reading notes (isdmy comment, black is quote):
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- After two years of strong growth, slower markets

- AWe met or exceeded all of the goals of our 2016 to 2019 Strategy and Capital
Allocation Framework, including returning more than $12.5 billion to shareholders
over fouryears through share repurchases and a 67% dividend per share increase, all
while creating a better, stronger, more resilient comggentyat is 75% of the market
cap in 4yearsi a return of almost 20%.

- fAFrom 2020 to 2023, we expect to deliver 6% to 8% ammgd annual sales growth
and 12% to 15% compound annual EPS growth; expand operating margin and return
on invested capital, invest between $10 billion and $12 billicgh avfocus on organic
growth. And return $8 billion to $10 billion to shareholders tigtpa combination of
dividend increases and opportunistic share repurcliei@sillion return over 4
years, that is $2 billion per yeathus a 12.5% return in a noafrenvironment at
current market capitalization of $16 billion.

- Itis a picks and shol®&companyi customers are Apple, Intel, Verizon etc.

- SO GLASSI screens, double screen smart phone

- FIBERT 5Gexposure

- Mobile Consumer Electronidsdoubling sales

- hApple announced that it is awarding $250 million from its advanced manufacturing
fund to @rning, building on the $200 million we received from Apple's fund in 2017.
Both investments support Corning's statéhe-art glass processes, equipment and
materialsntegral to the deliveryofnex e ner at i on c oQustammrer devi ¢
make investmds too, this creates high switching costs amdoat

- AAutomotive mar ket , our Thioisapbssiblesevendt doubl e
sales in 2020 and 2021 will likebe slowi even if double by 2025 is good, when the
EV data trend in automotive realigkes hold.

- Life sciencesiWe exceeded $1 billion in sales in our Life Sciences segment as
adoption of our industAeading bioprocess and advanced cell culture prtsduc
continues, driving our organic growth rate %.

All'in all, this looks like a verynteresting company, 8% of sales go for R&D, which is the
highest lever amongst competitors. Something good should come out of thtdriong

This is a business that iwil go on my watch | ist. This means
understand it and maylely it when the time is right.

Quanta Services (NYSE: PWR)

Quanta Services (PWHR) an American corporation that provides infrastructure services for
electric power, meline, industrial and communications industries. Capabilities include the
planning, design, installation, program management, maintenance and repair of most types of
network infrastructurdn short, PWR builds utility infrastructure. They are mostljhia

electric distribution and transmission business with significant expdsigas.
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Advanced Integrated Utility Model

Transmission  Distribution Generation Pipelines

Top 25 Quanta Utility Cust in 20180

et (] uanta Utili ustomers in .

E T T T T b!‘ \\:@ ¢ ($ in billions) §
$166 N

Gas Distribution Renewables Communications

“ & ml @

Heavy investment focus on transmission and distribution

Reduced fossil fuel generation investment in favor of renewable Cke“
generation ¢$54 gol°

Electric ytilities acquiring gas utilities for grid CP&’“
modernization/growth opportunities golo

Aging utility workforce and historically high spending increasing
outsourcing — estimated to increase to >50% over next 5
years() 2000 2018

Some utilities investing in mainline pipeline infrastructure W Operating Expenditures | Capital Expenditures

Expanding service territory via M&A

$67

MULTI-YEAR GROWTH FROM VIBRANT END MARKETS & QUANTA’S STRATEGIC ALIGNMENT

(1) Utility customer data from S&P Capital 1Q. QUANTASERVICES.COM
(2) Sources: Consultant and industry sources.

Quanta Services Busines$Sourcelnvestor Relations

The utilities have high capital investment programs forecastl thus there should be a lot of
work ahead for PWR.

Utilities continue to shift capital investment towards electric transmission and distribution infrastructure, with increasing
focus on gas distribution investment

+ Approximately 65% of Quanta’s revenue is tied to regulated electric and gas utility customers

Select Utility Multi-Year Capex Programs
A
$33B $26B $56B 7.3B-$18. \ 1.8B-$14.!
2020-2024 2019-2023 2020-2024 2018-2023 \ 2019-2022 2020-2024
S
[ — Ene EXTera
N72 AMERICAN® 5 Dominion ff= DUKE
ELECTRIC g Energy % v ENERGY F”StEne A ENER,,@ : |
POWER : - C UL
78% allocated to + Electric Power - Electric T&D and - Electric - Represents * Unprecedented
wires Infrastructure 39% Maintenance 61% Trangmlsswn aggregate electric level of system
Electric + Gas Distribution + Gas distribution 9% "’|43 008, o transmission and Lr\lvesltmegs idfi
Transmission 47% 15% +  Midstream 4% g Eg%;'c Distribution distribution capex mcigieae{i?)tn ef‘?g rtslre
Electric Distribution + Pipeline 12% ” +$20°billion of for Florida Power : Con%inued
31% transmission capex and Light and Gulf execution of gas
Renewables 6% opportunities Power safety
beyond 2023 commitments

UTILITIES CONTINUE TO INVEST IN ELECTRIC T&D AND GAS DISTRIBUTION SYSTEMS

9 Sources: Company materials and Quanta estimates. QUANTASERVICES.COM

Quanta Servicesuinesd Sourcelnvestor Relations

They are guiding for free cash flows of above $400 million, that would lead to a dogible di
free cash flow yield at current prices.

Quanta services stock analysis

The stock price has been volatile over the years.
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Quanta Services Inc

NYSE: PWR
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Open 33,18 Div yield 0,60%

High 33,80 Frev close 32.32

Low 32,69 52-wik high 4408

Wit cap 4 748 52-wilk low 2377

F/E ratio 12,20

They are committed to reward shareholders through buybacks and dividends.

Capital Allocation Priorities
Capital Deployment — 2016 through 2019 ($MMs)

Working Capital & Capex (net of PP&E sales) KU1

Revenue increased $4.58 from 12/31/2015 through 12/31/2019, a 12.5% CAGR |

Acquisitions & Investments m
Share Repurchases E
Other Uses I 7!

Dividends | 23

®

QUANTA

Capital Allocation

Working capital and capex required to
support the organic growth of the
business remain our first priority and
have been the largest use of capital from
2016 to 2019

Acquisitions and strategic investments
totaled approximately $1.1B from 2016
to 2019, led by the acquisitions of
Stronghold in 2017 and Hallen
Construction in 2019, which strategically
bolstered our base business capabilities
in the Pipeline & Industrial segment

We are committed to the deployment of
capital to shareholders through stock
repurchases, repurchasing 15.7MM
shares at an average price of $32.74
during the period, and quarterly
dividends, which we commenced in
1Q19 and increased 25% in 1Q20

WORKING CAPITAL & CAPEX #1 PRIORITY

22

Quanta Services Busineis$Sourcelnvestor Relations

Quanta Services stocks analysis fundamental analysis

QUANTASERVICES.COM
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April 2020

Despite the stock being volatile, revenues have been growing, margins look relatively stable,
earnings have almost quadrupled over the lagehds, the number of shares is down 33%,
book value is up and sh flows are positive. Thus, all looks good.

Quanta Services Inc PWR

Financials

2010-12 2011-12 2012-12
Revenue USD Mil 3,931 4,624 5,920
Gross Margin % 16.1 13.4 15.8
Operating Income USD Mil 256 218 465
Operating Margin % 6.5 4.7 7.9
Net Income USD Mil 153 133 307
Earnings Per Share USD 0.72 0.62 1.44
Dividends UsD — — —
Payout Ratio % * — — —
Shares Mil 212 213 213
Book Value Per Share * UsD 15.91 15.98 17.67
Operating Cash Flow UsSD Mi 240 218 106
Cap Spending UsSD Mil -150 -172 -211
Free Cash Flow usD mil 91 46 -105
Free Cash Flow Per Share * usp 0.43 0.86 -0.45
Working Capital usD Mi 1,096 984 1,321

* Indicates calendar year-end data information

2013-12
6,523
16.2
527

8.1
402
1.87

215
18.86
447
264
183
0.50
1,270

cusort B | [Accending — [5]

2014-12 2015-12 2016-12 2017-12 2018-12 2019-12 TTM
7,851 7,572 7,651 9,466 11,171 12,112 12,112
15.7 12.2 13.3 13.1 13.2 13.2 13.2
478 296 329 432 578 582 582
6.1 3.9 4.3 4.6 5.2 4.8 4.8
297 311 198 315 293 402 402
1.35 1.59 1.26 2.00 1.90 2.73 2.73
- - - - 0.04 0.17 0.17

- - - - - 6.9 6.2
220 195 157 157 154 148 148
21.21 20.86 22,62 24.31 27.09 27.45 28.41
311 541 380 372 359 527 527
-302 -210 -213 -245 -308 -262 -262
9 430 168 128 51 264 264
-0.17 1.94 1.48 0.73 0.75 -1.71 -
1,417 1,074 1,084 1,378 1,520 1,568 -

Quanta Services Stock Fundamenta&ource:Morningstar

Furhter, the company has increased earnigns by@A&@&R over the past years.

2016 — 2020" Financial Performance

Revenues ($MMs)

13%
UE CAGR:
2016-2“2" oot o
aL171 $12,112 512 400
:
$9,466
s7 651
PRI
=EP
2016 2017 2018 2019 2020
Diluted EPS (GAAP as reported)
GR 26 oo
P E (14
0 G”‘ $3.13
7_016’7‘02 $2.73
$2.00 $1.90
s126 I
2016 2017 2018 2019 2020

QUANTA

EBITDA & Adjusted EBITDA @ (sMms) .

47%
hc"c‘n e
$1,072
16’7'07' 902 $942 $1/004
$790
$709
qaay F00 98 = EBITDA
® Adj EBITDA

2016 2017 2018 2019 2020
Adjusted Diluted EPS®

D)EPSC“ l s3.82 19

zoxa-zo‘m B I” 33 I

2016 2017 2018 2019 2020

$2.81

EPS GROWTH > EARNINGS GROWTH > REVENUE GROWTH

(1) Represents mid-point of guidance

(3) Referw the appendix for the definition of Adjusted Diluted EPS, a non-GAAP measure, and a reconciliation to Diluted

(2) Refer to the appendix for the definition of EBITDA and Adjusted EBITDA, non-GAAP measures, and a reconciliation

23 o Net Income Attributable to Common Stock

) Lot Americ impacts 2020 EBITDA and Adjusted EBITDA $17.5MH 2} fhemidpoing. 3 §0,12 pack-opioth Diluted

EPS (GAAP) and Adjusted Diluted EPS.

Quanta Services Busineis$Sourcelnvestor Relations

Despite the

remar kabl e opeenuch overitne past decaBet,h e

the stock was down almost%@0during the bear market of 2020 (if we can already call it that

way).
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Quanta Services Inc
+ Follow
NYSE: PWR -

33,30 usD +0.98 (3.03%) +
14 Apr, 12:27 GMT-4 - Disclaimer

1 day 5 days 1 month & months ¥TD 1 year 5 years Max

45 23,80 USD 23 Mar 2020

| H
Jan 2020 Apr 2020

The fact that the stock moved that fast, at a higher beta than the market, could mean it is
riskier. The reason behiride increased risk are the customers. If there is less economic
activity, all the infrastructure builders will lower their capital expenditures and PWR might
see lower activity. So, it is a typical cycle stock.

()
High-Quality & Diverse Customer Base with Critical Assets

Select Industry
End Markets » Data Points Select Customers

+$708 [ ATCO O™ CRor
Electric Power s e FirstEnergy, !!
Through 2022 _l EQ{§9N EVERSSURCE ) a o8
—

bp
2 pominion ENBRIDGE
ineli : +$105B ﬁ Ll Dow ST
Pipeline & Industrial

e e e €equitrans N vajero () TCEnergy
Bell s centuyiine Charter
Communications = P i 4
comenst CC&owy Shaw) verizon

9 Sources: The C Three Group, Douglas-Westwood and Verizon QUANTASERVICES.COM

Quanta Services CustomérSourcelnvestor Relations

Despite the fact that they have taken on some debt to do acquisitions, it is unlikely they will
be at any kind of risk for shareholders as the total debt is $1.2 billion on equitypibii@a
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STRONG FINANCIAL FOUNDATION (&
Balance Sheet Strength Provides Flexibility
($ in millions) 12/31/2015 12/31/2016 12/31/2017  12/31/2018  12/31/2019
Cash and Equivalents S 129 S 112 S 138 S 79 S 165
Other Debt 15 10 4 34 21
Term Debt 0 0 0 593 1,241
sl

Credit Facility 467 351 668 479 105

Total Debt 482 361 672 1,106 1,367

| Dec. 31, 2019
Total Equit 3,088 3,343 3,796 3,605 4,054 4
FRt! Debt / Adj. EBITDA
Total Capitalization $ 3570 $ 3,704 $ 4468 S 4711 S 5421
“Street” Bank
$1,811 Ratio? Ratio
~1.3X ~1.7X
e —— $1,165 $1,265 $1,173
Liquidity $867
(S in millions) 1153
1,036 ,
$ $729 $1,094
12/31/15 12/31/16 12/31/17 12/31/18 12/31/19
Cash M Credit Facility (Unused)
(1) Liquidity includes cash and cash equivalents and availability under Quanta’s senior secured credit facility, as described in our annual report on Form 10-K for the year ending Dec. 31, 2019.
(2) Street Ratio = Net debt divided by adjusted EBITDA of $942 million. Bank Ratio = Net debt plus $384 million of letters of credit and bank guarantees divided by adjusted EBITDA of $942 million.
31 QUANTASERVICES.COM

PWR stock equity and debSourcelnvestor Relations

From 2015 to 2019 they have bought back half of the current market capitalization. On a
smaller number of shares outstanding, if tbeyt again, the results should continue to be
staggering.

Another one to go to the watch list.

Sleep Number (SNBR)
This stock has been a 263 bagger from December 2008 to a few months ago, very interesting.
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Sleep Number Corp - Follow
NASDAQ: SNBR

28,46 usD-124 (4.18%) +

Closed: 24 Apr, 16:32 GMT-4 - Disclaimer
After hours 28,63 +0,17 (0,60%)

1 day 5 days 1 manth & months YTD 1 year 5 years Max

0,19 USD 1% Dec 2008

|
2002 2005 2008 2011 2014 2017 2020

Cpen 30,78 Div yield -

High 31,58 Prev cloze 2970

Low 2811 52-wilk high 61,00

Mt cap 786,52M 52-wk low 15,27
/E ratio 872

The company has achieved a nice growth tivelast 10 years, margins are pretty stable,
earnings have grown and they have managed to almost half the number of shares outstanding.
They are doing that buy using all the available cash posaidl@lso by increasing debt.

Sleep Number Corp SNBR

Financials E— [Ascending ||

2010-12 2011-12 2012-12 2013-12 2014-12 2015-12 2016-12 2017-12 2018-12 2019-12 TTHM
Revenue USD il 506 743 935 360 1,157 1,214 1,311 1,444 1,532 1,698 1,698
Gross Margin % 62.5 3.3 63.8 62.7 61.1 61.0 61.8 62.1 60.6 61.9 61.9
Operating Income USD Mil 53 91 126 20 102 75 77 g2 g2 112 112
Operating Margin % 8.7 12.2 13.4 9.4 8.8 6.2 5.8 6.4 6.0 6.6 6.6
Net Income USD Mil 32 60 78 60 68 51 51 55 70 82 82
Earnings Per Share UsD 0.57 1.07 1.37 1.08 1.25 0.57 1.10 1.55 1.52 2.70 2.70

Dividends UsD — - — — - — — — — — —

Payout Ratio % * — — — — = = = = — — _

Shares mil 55 56 57 56 54 52 47 42 36 30 30
Book Value Per Share * usD 1.05 1.95 3.48 4.12 4.67 5.37 4.05 2.69 -1.76 -5.88 -5.64
Operating Cash Flow USD Mi 71 91 i01 88 144 108 152 173 132 189 189
Cap Spending USD Mil =7 -24 -52 7 7 -86 -58 -60 -46 -59 -59
Free Cash Flow UsD M 64 68 49 11 68 22 94 113 86 130 130
Free Cash Flow Per Share * usp 1.16 1.01 0.86 0.36 1.03 1.15 1.22 2.91 1.97 4.10 =
Working Capital UsD Mi 20 72 78 52 46 =2F -87 -154 -338 -434 =

* Indicates calendar year-end data information

Source:Morningstar
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So, when you have negative book value, any kind of economic issue creates a lot of trouble,
like it has been the case in 2002 and 2009. The equity is negative $159 million but they keep
lowering the number of shares outstanding that is now at 27 million.

So, with them buybacks are good at any price and they are using all the available cash to do
buybacks.

¥ Cash Flow from Continuing Financ. .

¥ |zsuance of/Payments for Com.

Proceeds from lssuance of ... 2.87 298 230 3.24 279 718 719
Payments for Common Stock  3.49 -100.20 -126.69 -155.25 -272.45 165.08 -165.08
Total Issuance of/Payments for... 3.62 9723 -124.40 -152.00 -269.66 -157.88 -157.69

¥ Issuance of/Repayments for D

Alphabet (GOOG)

Google is the top position of the Sequoia Fund, a legendary fund setRipp Byane, a
student of Benjamin Graham. The strategy is pretty simple. Firshauxaitofocus on the
long-term.

What Matters Over 10 Years

Over the long term, a stock’s price reflects
underlying fundamentals. These in turn are
driven by the competitive position of the
business, the quality of management and
the long term trajectory of per share
earnings power.

Understandable, more often than not
(with a lot of hard work...)

Source:Sejuoia

It is impossible to predict what will happen in a year, but if you focus on thetéomg you
can have an edge over the market that focuses on the short term. Havingesrtonigw
allows you to have business perspective and be rewarded bgdiver of compounding and
earnings growth.
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OVER THE LONG TERM, YOU
OWN A BUSINESS, NOT A

STOCK

//

/

VALUE

EPS GROWTH DRIVES OUR
LONG-TERM RESULTS

STOCK PRICE

EPS GROWTH

TIME

The shorterm picture is always uncertain, when you find a good business, you stick to it.

VALUE

N

WE AIM TO HOLD
UNTIL HERE

TIME

To know what are the best businesses to invest in, the on
as possible and appéylongterm perspective.

ly optmdasresearch, as much
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INTENSIVE

PRIMARY

RESEARCH
2-3 MONTHS...AND SOMETIMES YEARS ) OUR

PORTFOLIOS

(1,000s OF COMPANIES)

SCOUTING IDEAS
FINANCIAL ANALYSIS

‘ ONGOING 1-2 WKS

That will give you a focus portfolio where there is no diworsification by adding positions that
dondét increase the value.

% OF PORTFOLIO IN TOP 10 HOLDINGS

100% .
¢ ° ¢ o
80% 65%
® ° Sequoia Fund
Bore Average
i L] ° ° L ]
40% ™
20%
o 1 1 | | 1 1

Il Il 1 1
By by e B . S % Y % %
o v % % B B T o, o B %

The attitude has led to the following performance over the last 5 decades. So, it is worth to
take a lo@k at their top position.
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INVESTMENT COMPARISON
— $ 4,241,605
$1,431,544

$10,000

1970
1975
1980
1985
1990
1995
2000
2005
2010
2015
2020

The top position of this lonterm business owning fund is Google. So, as part of the Free

Lunch portf ol kemloeknal ysi s wedl |l t a
Sequoia Fund, Inc. — March 31, 2020
Top Ten Holdings*
AIEhab et, Inc. 12.4%
CarMax, Inc. 5.8%
Constellation Software, Inc. 5.7%
Berkshire Hathaway, Inc. 5.5%
MasterCard, Inc. 4. 8%
Arista Networks, Inc. 4 8%
Charles Schwab Corp. 4.7%
Facebook, Inc. 4.5%
Liberty Broadband Corp. 4.2%
UnitedHealth Group, Inc. 4.1%

Before going forward with the analysis of Google, it is important to note that the &snd h

beaten the S&P 500 benchmark by only 244 basis points per year, or 2.4% percentage points.
The small yearly difference has resulted in a 296% difter@ver 50 years, or almost $3

million on an initial investment of $10,000. So, the 2% increase inyyeHurns that can be
maintained over the very long term is what matters, not the crises, recessions, earnings, news
or tweets.
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PERFORMANCE SUMMARY
As of March 31, 2020
YEAR TO DATE 1YEAR 3 YEARS* 5 YEARS* 10 YEARS* SINCE INCEPTION*
Sequoia Fund -22.17% -12.35% 3.67% -1.19% 7.84% 12.94%

*Average Annual Total Return through March 31, 2020

Source:Sequoia Performance

Now, back to Google.
Googlestock from a Peter Lynch perspective

When looking at Googlstock aninvestort hat j ust r e adOn®WptOar Lynch:¢
Wall Streetwould ask:

1. What is the safety of the investment, main risks?

2. What is the yield?

3. What is the gravth rate?

4. What is the investing outcome | can expect over the-teng?

We are going to answer the above by looking at Gdogtategorimg the stockaccording
to Peter Lynch o sGomlewnuldkdefinitely e dastgrovweagiven s
yealy revenue growth of 19.5% over the last 5 years.

CYCLICALS
ASSET PLAYS

Pet er Lsyockcdiegamies 6ource: One Up On Wall Street
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For each stock category, Peter Lynch has summarized his expectations and the following are
for a fast growing company:

A Ifgrowthslowsdown t he mar ket doesndét |ike it

A If finances become an issue Chapter 1b&nkruptcy is probable)

A Look for good balance sheets making substantial profits

A Figure out when theyoll stop growing and
A At some point they will stop growingand turn into something elsé that is the

only guarantee. Check howmuch more room for growth there is.

>\

20 to 25 percent is the best growth 50 percent is for hot industries and you
know what that means (hot industries attract many competitors)

Proven, profitable expansion in more than one city or country
PE ratio should be below the growth rate

Check whether growth is expanding or slowing down.

> > > >

Look for those that few institutions own and that few have heard of.

Let 6 s s e e abbveapplydodGodtetared whether it is a positive or negative
- If growth slows downthemar ket doesndt | i ke it

Probably the biggest risk for Google, on a price to earnings ratio of 27, any change in the
growth rate would impact the valuation ttdEGATIVE

- If finances becomean issue Chapter 11 (bankruptcy is probable)

With no longterm debtand $31 billion in free cash flows in 2019, this is not an issue for
Google.POSITIVE

- Look for good balance sheets making substantial profits

Google ticks this one perfectly, the balasbeet is strongith just $4 billion in longterm

debt return on cajpal employed hs constantly been around the mid teen level and the

business has high gross margins of 55%. There are many growth stocks, but few have a great
business powering the growtOSITIVE

- Figure out when theyo6l | payfargromhr owi ng and
How much should we pay for Google when the growth slows down?

This is why | am not investing in Googléthe growth rate continues to be 15% per year

over the next 10 yearearnings will hit $172, with a valuation of 30, what the miarke

currently applies for the growth rate, the stock price would be $5,188. That would give you a
return of 15% per year in line with the growth.
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GROWTH RATE 1.15

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

EPS $19.16 556.53 565.01 574.77 585.98 $98.88| 5113.71| 5130.77| 5150.38| 5$172.94
VALUATION 30
STOCK PRICE FUTURE 5188.164

BOOK VAL  297.75| 5354.29| $419.31| 5494.07| 5580.06| 5678.93 5?92.64| 5923.41| 51,073.79| 51,246.73

But, what if the growth slows down to 10%eafiyear 5? And then to 4% after year 10?

GROWTH RATE 115 115 115 115 1.1 11 1.1 11 1.1
2020 2021 2022 2023 2024 2025 2026 2027 20238 2029

EPS $49.16| $56.53| $65.01| $74.77| $85.98| $94.58| 5104.04| 5114.44| $125.88| 5138.47
VALUATION 12
STOCK PRICE FUTURE 1661.682

BOOKVAI 297.76] $354.29] $419.31] $494.07| $580.06] $674.63] $778.67] $893.11$1,019.00[81,157.47

The stock price in 2029 would be $1,661, for a return of 2.3% per year.

You could argue that the cumulative earnings over the next 10 years of $908 would add value

ard have to be accounted for, butforthesake t hi s exerci se | et ds ex:
to include them, you can account them as a dividend each year. This leads us to the next
guestion:

- At some point they will stop growing and turn into something edei that is the
only guarantee. Check how mah more room for growth there is.

What ifin 5 years somebody offers the same what Google or Facebook are offering but
without ads at all. First 10 years free and then with a monthly subscription price of $5.
Pehaps they can even integrate your FB or G@agcount with theirs it is your data after
all. I have no idea what will happen, so it is a growth stock risk reward situation, if the
growth stops the situation turns ugly. And, the growth can stop aimaeyiven the nature
of the tech environment.

- 20 to 25 percent is the best growth 50 percent is for hot industries and you
know what that means (hot industries attract many competitors)

Google is definitely not a hot industry anymore, a mature seagtheewith a moat.
- Proven, profitable expansim in more than one city or country
It is already global.
- PE ratio should be below the growth rate
PE ratio is double the growth ratbus a risky play even for Lynch who loved fast growers.
- Check whethergrowth is expanding or slowing down.
Growth is sloving down.
- Look for those that few institutions own and that few have heard of.

It is in the top of the S&P 500, too late for that!
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Apart from the fact that it has a good balance sheet, a good growth ratmo at , it does
meet many of L gritedahTiuss, af carserit lewvgls, afterdhie market has been
in love with tech stocks for a lortigne now, | would look elsewhere for such companies.

Many companies get comfortable doing what they have always done, making only incremental changes. This incrementalism leads
toirrelevance over time, especially in technology, where change tends to be revolutionary, not evolutionary. People thought we were
crazy when we acquired YouTube and Android and when we launched Chrome, but those efforts have matured into major platforms
for digital video and mobile devices and a safer, popular browser. We continue to look toward the future and continue to invest for
the long-term. As we said in the original founders’ letter, we will not shy away from high-risk, high-reward projects that we believe in
beca hey are the key to our long-term success

g and Al are increasingly driving many of our latest innovations. Within Google, our investments
in machine Iearmng over a decade have enabled us to build products that are smarter and more helpful. For example, our investments
in Al are enabling doctors to detect cancer earlier. Machine learning powers the Google Assistant and many of our newer technologies

Too | ate now for value, | coul dndét figure ou
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Chipotle Mexican Grill (CM@&)m Pershing Square

Chipotle Mexican Grill, Inc.
- + Foll
NYSE: CMG

929,85 usD-4.08 (0.44%) +

Closed: 12 May, 19:03 GMT-4 - Disclaimer
After hours 925,01 —-4,84 (0,52%)

1 day 5 days 1 month 6 months ¥TD 1 year 5 years Mazx

1.000 311,64 USD 2 Feb 2018

Open 943 66 Div yield -

High 966,00 Prev clozse 033,93
Low 929 24 52-wk high 966,00
Mkt cap 25 936 A2-whk law 415,00
P/E ratio 77.88

Citigroup (C), from ValueAct Capital
| remember looking at Citi in 2008, how it was at 50 and then it went down while paying a

gooddvi dend. I didndét buy, didndt understand a
my life easier, no matter the possible lost gains.

Fiat Chrysler Automobiles (FCAU), from Pabrai Funds
Ok, this one is interesting, FCAU and also the parent compammfr | t al y ! Letds go

FCAU is a cyclical. This means the numbers will look great when it is tieetdreell and
very bad when it is the time to buy.

The stock price over the last 5 years perfectly explains the cycle.
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Fiat Chrysler Automobiles NV
NYSE: FC?:—\U

7,92 UsD-027 (324%) +
13 May, 12:14 GMT-4 - Disclaimer

1 day 5 days 1 month & months YTD 1 year 5 years Max

25 592 USD 17 Oct 2014
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Also, the peak was reached in 2018 @hen there was a slowly decline anticipating bad new
that eventually came. Now, the trick csttme the upturn in the best way possible.

As the bad numbers were just for the last quarter, the numbers still look good, but will look
much less good by ¢hend of this year. The dividend decision has also been postponed as the
shareholder meeting.

Fiat Chrysler Automobiles NV FCAU k%

Rating as of May 12, 2020

|
Quote  Stock Analysis  News Price vs FairValue  Trailing Returns  Financials  Valuation  Operating Performance  Dividends  Ownership
Show Full Chart » - - - N
(uote Key Ratios | ShortInterest )
EII ~J’[]2-)\" | 324° Bid/Size Ask/Size Day Range Volume / Avg
7.96=30 7197=33 796-818  T1MiI/39
848 . Mi
Year Range Forward Div Market Cap Investment Style
-1 Yield [ ; -
P-e-.-iowe—m\ a1 6.[.]'3 6.25 6 335 16.0924 Bil @ Large
A K ' p— Value
—
\o 783 Price/Sales Beta (5-Yea Consensus Price/Book
10a 12p » 0.1 201 Forward P/E J 58
6.83
USD | Mew York Stock Exchange
Prices updated as of May 13, 2020, 12-18 PM EST | BATS BZX Real-Time Price

Source:Morningstar
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The thing with automotive cyclicals is that small changes in the tepHawve huge impacts
on the bottom line due to the tight margins.

Fiat Chrysler Automobiles NV FCAU | sk

Financials —

2010-12 2011-12 2012-12 2013-12 2014-12 2015-12 2016-12 2017-12 2018-12  2015-12 TT™
Revenue EUR Mil 35,880 59,359 83,957 86,816 96,090 110,595 111,018 110,934 110,412 108,187 104,273
Gross Margin % 14.4 14.9 14.9 14.1 13.5 11.7 14.2 1555 13.9 13.9 12.9
Operating Income EUR Mil 1,112 2,392 3,814 3,354 3,520 2,535 4,881 7,239 5,032 4,956 3,163
Operating Margin % 3.1 4.0 4.5 3.9 3.7 2.3 4.4 6.3 4.5 4.6 3.0
Net Income EUR Mil 520 1,334 348 S04 568 334 1,803 3,451 3,608 5,622 4,311
Earnings Per Share EUR 0.40 1.06 0.03 0.73 0.46 0.22 1.1 2.24 2.30 4.22 2.75
Dividends EUR = = = = = = = = = 0.65 0.65
Payout Ratio % * — — — — — — — — — 44.8 209.7
Shares mMi 1,243 1,247 1,226 1,22% 1,234 1,514 1,526 1,556 1,568 1,571 1,570
Book Value Per Share * UsD — — — 7.06 7.48 S.14 S.40 12.44 13.35 15.57 14.17
Operating Cash Flow EUR Mil 6,110 5,195 5,444 7,389 8,169 9,751 10,554 10,385 9,548 10,452 5,943
Cap Spending EUR M -2,864 -5,528 -7,534 -7,440 -8,121 -8,819 -8,815 -8,666 -5,3%2 -8,385 -9,336
Free Cash Flow EUR Mi 3,246 -333 -1,090 149 48 932 1,779 1,719 4,556 2,077 -2,393
Free Cash Flow Per Share * usp = = = -1.66 0.51 0.12 0.50 1.75 2.50 2.13 =
Working Capital EUR mil 10,328 5,866 6,261 5,512 6,169 3,470 -430 -1,986 2,301 556 —

* Indicates calendar year-end data information

The average operating margiver the last 10 years is about 3%n 100 billion in revenues,
that is 3 billion per year. If the revenues drop, profits quickly turn negative.

Now, if the averagearningscan be 3 billion and the market capitalization is 16 billion, then
we are talkng about a PE ratio of Hlowever,if they lose 5 billion ajuarter ina situation
like the current one, you know it might take ages to get the money back.

This is a buy when people still think things are bad while things are still improving. To be
lookedagain in a few quarters.

Same wih Exor, they say book value is higher, but that is just stock marketivaliereal
earnings or better to say dividends.

|l dondt see t4I espeadlynatalontennvoaes VMemgeg with Peugeot on
top d everything. Too risky for the reavd at this moment in time, maybe later.

Athene Holding (ATH)

It is a life insurer playing on interest rates spréattais a gambling insurer, not for me. 95%
of portfolio in fixed income! Even if it looks like they cée protected, but, not going into
the insuring industry analysiSorry, one has to stick to his circle of competence and
insurance and banking is not something | am willing to go into.

FirstService (Nasdad-SV, TSXHSV)
FSV is a facility managemenbmpany that spun off from Collietsternational in 2015
Since thenthe stockhas been nothing but growing
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FirstService Corp
+ Foliow

133,00 caD +5.54 (4,35%) +

3 Jdum, 16:00 GMT-4 - Disclaimer

1 day 5 days 1 month 6 months ¥TD 1 year 5 years Max

150 34,00 CAD 27 May 2015

100

2016 2017 2018 2019 2020
Cpen 127,63 Div yield 0,73%
High 128,50 Frev close 127,66
Lowe 127,05 52wk high 149,62
3,36

Mit cap 553B 52-wilk low a
P/E ratio -

The reason why it has been going nothing but up is the growth the company is creating and
the future possible growth because the company istgest player currently consolidating a
very segmented market.
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Two Decades of Consistent Growth

>20 Years Revenue Compounded Annual Growth: 19% $2,407MM

Organic Growth: 2/3

$37MM

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

7’

5 FirstService

SourceFSV investor presentation

What do they do? They are the picks an shovels of the real estate inddsatythe REITS
out there.
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FirstService Residential - What We Do

ManagementContracts — Property Types Broad Range of Services
= Condominiums/Co- Traditional On-Site Staff Transaction
operatives Property = Faciity * Transfers &
Management Maintenance & Disclosures;
= Homeowner Associations Engneering Collections
Development
Consulting *  Front Desk / *  Financial
= Master-planned Concierge Products
Client Budget (banking,
(collection & = Pool & Amenity insurance)
= Active adult/ Life-style disbursements) Management
Energy
Governance Management /
= High-rise, mid-rise, Oversight Procurement

townhouse, single
family home

FirstService

= Leading provider of seven branded essential property services to residential and commercial customers
through company-owned operations and franchised systems

@@®»
GLOBAL RESTORATION PAUIDAVIS

HOLDINGS

CALIFORNIA CLOSETS L_entury

Fire Protaction

—

/
X T~
e €3
CertaPro Painters BT E—— | [ PILLARTOPOST
* ok Kk o K& .'- {itunddwnal HOME INSPECTORS

”’

10 FirstService
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They are the leader in the market and consolidating fast through acquisitions.

FirstService Residential — Profile

Scale enhances competitive

2019 Revenues: $1.4BN (> 2x nearest competitor) position
Diversifiedclients &
No. of Communities: 8,500 total (3,200 high-rise condos) propertieswith specialized
- operating expertise

Significant market
Market Position: 1.7MM+ total units (6% marketshare) leadershipand future
I ——————————— opportunity

Sticky customer base;

: . id4-an9
Contract Retention Rate: Mid-90%+ Consistent cash flow profile

No. of Employees: 19,000 National coverage

”’

7 FirstService

In 2019, FSVacquiredGl obal Restoration Hol dings, LLC (i
ACompany o), t boemmercalcandiaige llosa praperty testoration firm in North

America Theypaidapproximately $505 million for them which is one time revenue. Their

cumrent market cap is double their revenue so we could say expensive from a market

perspective, or trading at a preim for the growth opportunities and scale.

Their idea is to grow and consolidate the industry.
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https://www.globenewswire.com/news-release/2019/05/23/1841426/0/en/FirstService-to-Acquire-Global-Restoration-Holdings.html
https://www.globenewswire.com/news-release/2019/06/21/1872523/0/en/FirstService-Completes-Acquisition-of-Global-Restoration-Holdings.html#:~:text=TORONTO%2C%20June%2021%2C%202019%20(,commercial%20and%20large%20loss%20property
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FirstService Brands — Leaders in Huge Markets

Brand U.S. Market Our Position Market Share
@
GLOBLESTORATON $608n #
PALUDAVIS
Cgebofitts  saosn #
CALIFORNIA CLOSETS $6 Bn #1
TN
| W piLLariopost $3Bn #1
o $65Bn o
rlnr?x cov l:llel,S (Franchised)
1 #1
C‘!'!!'ﬂ' $8Bn (Southeast U.S.)

FirstService

12

Through acquisitions and organic growth.
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Growth Strategy

Focus on Customer Retention & Expand Company-Owned Portfolio

| Referral = Property Restoration

= Century Fire Protection

e = California Closets
Leverage Differentiators to G
Drive New Business New Geographies; In-Market Tuck-Unders
9 Property Management Ancillary Services
Continue to Expand our
Ancillary Services o
Complementary Essential Property Service Lines

”’

13 FirstService

For now, the growth strategy is working well:
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Strong Historical Performance

Revenues
($ in millions) $2,407
,‘\GR 16%

Recurring revenue
model providing top-
line consistencyand

predictability.....
2014 2015 2016 2017 2018 2019
Adjusted EBITDA®
{$ inmillions)
2014 PF - 2019 CAGR: 23% $235
....plus operational
improvements to
incrementally
expand operating
margins.....
2014 Pro Forma 2015 2016 2017 2018 2019
2014
(1) Adjusted EBITDA as p daboveisa AAP L should ider non-GAAP measures in addition to, not as a substitute for, the comparable
GAAP measures.
(2) 2014 Pm forma Adjusted EBITDA refiects lized ibution fi leted isitions and add-back of S9MM of ing el d enployee medical /
benefits costs. 15 FirstService

And adjusted earnings and dividends are growing fast.
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Strong Historical Performance (cont’d)

Adjusted EPS(")
(Uss)
- 24% $3.00
142019 CACR
....drives strong
earnings growth
which has also
supported...
20142 2015 2016 2017 2018 2019
Annual Dividends
(USS)
- 11%
90152020 CACK
$0.66
..... 65% cumulative
dividend growth
since 2015
2015 2016 2017 2018 2019 2020
(1) Adjusted EPS as presented above isa non-GAAP 3 should icl GAAP in addition to, not as a substil for, the parabl.
GAAP measures.

(2) 2014 Pro forma Adjusted EPS reflects add-back of after4ax impact of $8MM of . T ing employee medical b fit: ts ($0.84 pershare excluding adjustment). FirstService
However,he expansion doesnét come for free. Thel
2015 to 21% in 2020.

Financial Highlights
(US$ thousands, except per share amounts) Year Ended December 31
2019 2018 2017 2016 2015
Results From Operations
Revenues 5 2,407,410 % 1,931,473 % 1,729,031 % 1,482,889 §% 1,264,077
Adjusted EBITDA' 235,182 190,611 159,312 130,324 103,038
Operating earnings (loss) (174,419)3 127,568 104,962 90,550 70,747
Net earnings (loss) (227,631)° 90,280 75,047 54,243 38,198
Financial Position
Total assets $ 1,955,469 3 1,007,474 3% 848,266 % 770,964 % 600,483
Long-term debt 766,623 334,523 269,625 250,909 201,199
Shareholders' equity 425,88, 236,226 192,286 181,028 167,026
o —
Earnings Per Share Data
Adjusted EPS? 5 3.00 % 261 % 199 % 162 % 1.20
Diluted net earnings (loss) per common share (6.58)° 1.80 1.41 0.92 0.59
" " I
Diluted weighted average 38,662 36,571 36,559 36,366 36,425
commen shares outstanding (thousands)
Cash dividends per comman share 0.60 0.54 0.49 0.44 0.40

SourceFinancial highlights

Just the goodwill expanded from3&million in 2018 to $644 million in 2019. Intangible
assets also doubled. They practically doubled the balance sheekXrbillion to $2 billion
anddoubled the equity to keep a similar ratio.
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Page 8 of 32
FIRSTSERVICE CORPORATION
CONSOLIDATED BALANCE SHEETS
(in thousands of US dollars)
As at December 31 2019 2018
Assets
Current assets
Cash and cash equivalents 5 121,198 5 66,340
Restricted cash 13,093 13,504
Accounts receivable, net of allowance of $13,136 (December 31, 2018 -
£9.17T) 393.730 239,925
Income tax recoverable 4,147 9,337
Inventories (note 7) 94,511 48,227
Prepaid expenses and other current assets 41,457 37,739
668,136 415,072
Other receivables 4,033 4212
Other assets 4,955 6,135
Deferred income tax (note 15) 2,836 -
Fixed assets (note §) 131,545 98.102
Operating lease right-of-use assets (note 5) 132,893 -
Intangible assets (note 9) 366,224 148,798
Goodwill (note 10) 6d4 847 335,155
1,287,333 5092 402
5 1,955,469 5 1.007.474
Liabilities and shareholders’ equity
Current liabilities
Accounts payable 5 76,226 5 41,709
Acerued liabilities (note 7) 165,444 132,572
Unearned revenues 74,100 36,746
Operating lease liabilities - current (note 5) 30,622 -
Long-term debt - current (note 11) 5,545 3915
Contingent acquisition consideration - current (note 18) 6,269 12,005
358,206 226,947
Long-term debt - non-current (note 11) 761,078 330,608
Operating lease habilities - non-current (note 5) 111,247 -
Contingent acquisition consideration (note 18) 8,154 1,281
Unecarned revenues 12,593 13,453
Other liabilities 45,403 40,797
Deferred income tax (note 15) 58.239 6,577
296,714 392,716
Redeemable non-controlling interests (note 12) 174,662 151,585
Sharcholders' equity 425,887 236,226
5 1,955,469 $ 1,007,474

Commitments and contingencies (note 19) N
The accompanying notes are an integral part of these financial statements.
On behalf of the Board of Directors,

/s/Bernard I. Ghert /5/D. Scott Patterson
Director Director

The jump in equity comes from issuing shares $191 million and just partly, $45 million, from
earnings.
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Page 9 of 32

FIRSTSERVICE CORPORATION
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(in thousands of US dollars, except share information)

Common shares Accumulated

Issued and Retained other

outstanding Contributed Earnings comprehensive
shares Amount surplus {Deficit) loss Taotal
Balance, December 31, 2017 35916383 5 143770 % 41463 3 7545 § (492) § 192286
Met earmings - - - 63,865 - 63,8605
Other comprehensive loss - - (2,623) {2,623)
Subsidiaries” equity transactions - - (336) - - (336)

Common Shares:
Stock option expense - 5.767 - - 5.767
Stock options exercised 194,100 5479 (1, 797) - 3,682
Dividends - - (19.417) - (19.417)
Purchased for cancellation (130,436) (542) - (8.456) = (8.998)
Balance, December 31, 2018 350980047 8 148707 % 45007 % 45537 8§ (3.115) % 236226
Net eamnings (loss) - - - (251.610) - (251.610)
Other comprehensive eamings - - 2,659 2,659
Impact of ASC 842 - Leases (note 5) - - - {390) - (390)
Subsidiaries” equity transactions - - (10} - - {10
Common Shares:

Stock option expense - E.126 - - B.126
Stock options exercised 432,050 13,481 (2,424) - 11,057
Dividends - - (23.411) - (23.411)
Issued - settlement of LTLA (note 19) 2918 860 251,503 - - - 251,503
Issued - share offering (note 13) 2,165,000 191,737 - - 191,737
Balance, December 31, 2019 41495957 § 605428 5 S50.TRY  S(229.874) § (456)  § 425887

The accompanying notes are an integral part of these financial statements.

So, they are using their expensive stock price to fund acquisitionbppages to previous
owners (Sdtement of longterm incentive arrangement $251,503) and grow.

Nothing bad with that, it is a business model that works great when there is free money and
you can leverage as much as you wish for. So, their cash flows frerations are around

$100 million, $40 million is the necessary capex so they make $60 million in cash per year.
The rest of their activity comes from issuing shares and an increase tétongdebt of $400
million that they used to acquire other busiess®r $579 million in 2019.
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The rate they are paying on their letegm debt is 4.85%.
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