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Strategic update — focusing on core activities

Ahead of full year results next week, Hercules has provided a strategic update this morning.
The Group plans to divest its suction excavator business, which is now deemed a non-core
activity. The proposed divestment, when completed, will materially reduce Hercules’ debt
levels and improve free cash flow. It is also expected to contribute to higher profit before tax

and EPS, plus enhanced returns for shareholders.

In our view, this looks like a sensible strategic decision, which will support the transition to a
capital-light model and enable the Group to maximise opportunities in the core labour supply
business. We will await further details before refreshing our forecasts after next week’s

results.

A strategic move

Hercules has announced its intention to divest its non-core suction excavator business, a move which
will materially reduce the Group’s debt levels and enable the Group to focus on high growth

opportunities within the labour supply business.

In the 12 months to 30" September 2024, the suction excavator business accounted for less than 5%

of Group revenue but 88% of consolidated debt excluding invoice discounting.

No terms have yet been disclosed for the proposed divestment.

Notice of FY24 results - 13" January 2025

Hercules has also confirmed that the Group will report results for the year to 30" September 2024
next Monday, 13" January.

As a reminder from October’s year-end trading update, Hercules is set to report another record year.
Revenue is expected to be over £105m, an increase of 24% year on year and comfortably above our

original expectations.

Following today’s announcement, the FY24 results will present the suction excavators business within

discontinued operations.

Forecasts to be updated post results

We shall update our model post results to reflect the new Group structure and will await further details
on the terms of the proposed divestment before fully updating our cashflow and balance sheet

forecasts.
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Description

Hercules Site Services (‘Hercules’) is
a leading supplier of labour to the
Construction industry in the UK. The
business was founded in 2008 by
CEO Brusk Korkmaz,
achieved significant growth since

and has

then, reporting revenue of £84.7m in
FY23.

The business floated on AIM in 2022
to provide access to capital to
support the next stage in the Group’s
growth plans.

Next News

Full year results 13th January 2025
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Disclaimer

Equity Development Limited (‘ED’) is retained to act as financial adviser for its corporate clients, some or all of whom may now or in the future
have an interest in the contents of this document. ED produces and distributes research for these corporate clients to persons who are not clients
of ED. In the preparation of this report ED has taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading,
but makes no guarantee as to the accuracy or completeness of the information or opinions contained herein.

Any reader of this research should not act or rely on this document or any of its contents. This report is being provided by ED to provide background
information about the subject of the research to relevant persons, as defined by the Financial Services and Markets Act 2000 (Financial
Promotions) Order 2005. This document does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of
(or solicitation of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any part of it, form
the basis of, or be relied on in connection with, any contract or commitment whatsoever.

Research produced and distributed by ED on its client companies is normally commissioned and paid for by those companies themselves (‘issuer
financed research’) and as such is not deemed to be independent as defined by the FCA but is ‘objective’ in that the authors are stating their own
opinions. This document is prepared for clients under UK law. In the UK, companies quoted on AIM are subject to lighter due diligence than shares
quoted on the main market and are therefore more likely to carry a higher degree of risk than main market companies.

ED may in the future provide, or may have in the past provided, investment banking services to the subject of this report. ED, its directors or
persons connected may at some time in the future have, or have had in the past, a material investment in the Company. ED, its affiliates, officers,
directors and employees, will not be liable for any loss or damage arising from any use of this document to the maximum extent that the law
permits.

More information is available on our website www.equitydevelopment.co.uk
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