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Fleet growth delivered — cash set to follow

Carly Holdings Limited (ASX:CL8) operates a vehicle subscription service that is
ashorter-term alternative to lease, loan or outright purchase of avehicle. Average
subscription period is five+ months vs. three+ years for more traditional options.
The subscription includes insurance, registration and maintenance. There is no
debt or balance sheet impact for the customers. The business model has
attracted the attention of large strategic investors. Second-largest shareholder
SG Fleet (ASX:SGF), refers individual, business and government clients to Carly
when vehicles are required for periods shorter than a lease term. Turners
Automotive (ASX:TRA), currently CL8’s fourth-largest shareholder, has licensed
the Carly technology platform to operate its own subscription business in New
Zealand. In FY24 Carly has focused on fleet growth, adding 243 vehicles, this
naturally caused a reduction in utilisation and increase in vehicle-related costs.
However, we expect the company to deliver higher cash returns as this increase
is digested and asset-light vehicles form a larger part of the offer.

Business model

Carly manages a mixed asset-heavy and asset-light fleet of over 530 vehicles allowing it to
generate higher margins from owned vehicles and make a margin on vehicles provided by
automotive dealers and manufacturers seeking to generate subscription revenue for their
vehicles. The most notable strategic partners in this regard are Hyundai and Genesis. Carly
operates with minimal reliance on ‘bricks and mortar’ facilities, instead using third-party
locations to store and handover vehicles. Carly manages the entire vehicle fleet, arranges
insurance coverage and verifies customers through its PeerPass platform. Individual
subscribers are acquired through digital marketing and referral partners, and corporate
customers are engaged via business development activities and strategic relationships.

Fleet growth delivered

Carly’s June quarter update delivered the expected 19% growth in fleet total fleet size versus
the March quarter. The fleet grew to 538 vehicles with 33% growth in the asset-light fleet,
now 35% of the total. Operating cash used fell 7% despite this increase. Fleet growth leaves
Carly’s finance facility fully drawn. The company says it remains focused on improving cash
outcomes from vehicle subscriptions. With the launch of the in-dealer subscription tool,
CarlyNow, and EV trial for consumers and business, Carly should see fleet utilisation rates
increase following recent fleet growth. Growth in the quarter was concentrated in June and
has continued in July with additional growth in corporate customers. COVID-related vehicle
supply issues have eased and cost-of-living issues are resulting in weaker new retail vehicle
sales. Easier supply drives an increase in available asset-light vehicles while the consumer’s
reluctance to purchase should increase demand for subscriptions.

Valuation base case unchanged at $21.2m ($0.079/share)

Our valuation is based on the discounted cash-flow methodology using a discount rate of
13.75% (risk-free rate 4%). We have modelled three cases differentiated by available finance
for vehicles, subscription levels and vehicle-related costs. Our unchanged base case values
Carly at $21.2m ($0.079/share) suggesting strong share price growth potential as Carly builds
fleet size and consequently revenue. Our downside case values CL8 at $8.4m ($0.031/share),
while we see upside potential to $70.4m ($0.26/share).

Historical earnings and RaaS’ estimates (in ASm unless otherwise stated)

Year Revenue Gross profit EBITDA NPAT EPS (c) EV/Sales Price /
end (x) Book (x)
06/22a 1.3 0.5 (3.0) (3.0 (2.2) 15 1.1
06/23a 2.1 0.5 (3.0) (3.1) (1.5) 3.0 1.8
06/24f 4.6 0.8 (1.9) (3.3) (1.2) 3.1 4.0
06/25f 8.3 33 04 (1.6) (0.6) 22 5.3

Source: Company data; RaaS estimates for FY24f and FY25f
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Upside Case

» CL8 is successful in raising additional vehicle
finance

= Competitors remain less committed to growth
due to business-related distractions

= Subscription rates remain attractive relative to
car purchase values

Downside Case

® Limited finance is available for car purchases;
CL8 relies on corporate owners of vehicles for

supply

= Competitors strengthen their focus on
subscription business

» Cost pressures reduce retained share of
subscription transaction value
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June quarter receipts rose 8% relative to the March quarter and 48% on the previous June. Fleet size increased
19% relative to the March quarter. Costs were broadly unchanged on the quarter despite the fleet growth,
with a reduction in staff costs as March quarter one-off payments cycle out. Advertising and marketing rose
9%, however are down 76% vs. June Q 2023. Product manufacturing costs rose 51% reflecting the jump in
vehicle numbers and some third-party owner costs expensed in the prior quarter but invoiced and paid in the
June 2024 Quarter.

Exhibit 1: Quarterly receipts from customers
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Carly reported a 68% rise in subscription revenue versus the previous June quarter with an increase in Average
Monthly Subscription Revenue from $298,000 in the March quarter to $358,280 per month in the June
quarter. The company did not disclose fleet utilisation in this report, however noted in the quarterly report
that “..revenue growth from new additions to the fleet of asset-heavy vehicles lags the vehicle additions and

results in an increase in costs prior to the commencement of subscriptions.”

Exhibit 2: Quarterly subscription revenue
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Fleet size grew to 538 vehicles from 451 with an additional 88 (four more than forecast) owned vehicles and

73 asset-light vehicles (vehicles owned by partners and managed by Carly as part of the fleet). With the current

finance facility fully utilised we expect a pause in asset-heavy fleet growth but with Carly’s initiatives in the

dealer and EV sectors further growth in asset-light vehicles seems likely. This would be both lower cost and

lower revenue but would not require further finance.

Exhibit 3: Subscription revenue vs. fleet size
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Carly says it has $1.3m in cash at period end. The company’s focus appears to be mainly on improving fleet

utilisation in the short term, leveraging the recent additions to the vehicle fleet. We have adjusted our

forecasts slightly to account for the June quarter result and improved cash flow in FY25 with estimated FY25

NPAT improving from ($2.7m) to ($1.6m) and we will provide further detail post the FY24 result.

Exhibit 4: Q4 FY24 versus previous quarters (A$m)
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Key Events

Events in the quarter included:

»  69% increase in subscription revenue vs. June 2023 quarter, up from the +58% for 12 months to March

2024.

v 48%rise in customer receipts vs. June 2023 quarter.

»  37% reduction in staff costs vs. March quarter 2024.

r  68% increase in fleet size vs. June 2023 quarter with 87 vehicles added in June quarter 2024.

®  Asset-light fleet rose 72% vs. June 2023 quarter

& Launch of CarlyNow in-dealer subscription tool continuing in the September quarter.
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Exhibit 5: Financial Summary

Carly Holdings Ltd Share price (Date) 26/07/2024 A$ 0.013
Profit and Loss (A$m) Interim (A$m) 1H22 A 2H2A 1H23A 2H23A 1H24A  2H24F
Y/E 30 June FY21A  FY22A FY23A FY24F FY25F Revenue 0.5 0.7 0.9 1.2 1.6 29
EBITDA (1.7) (0.4) (1.6) (1.6) (1.9) 0.1
Sales Revenue 1.0 13 2.1 4.6 8.3 EBIT (1.7) (0.5) (1.6) (1.6) (1.9) 0.7)
Gross Profit 0.6 0.5 0.5 0.8 33 NPAT (normalised) (1.7) (1.3) (1.6) (1.5) (2.1) (1.2)
EBITDA (3.3 (3.0) (3.0 (1.9 0.4 Minorities - - - - - -
Depn 0.2) 0.2) (0.2 0.8) (1.4) NPAT (reported) (1.7) (1.3 (1.6) (1.5) (2.1) (1.2)
Amort (0.0) 0.0 0.0 0.0 0.0 EPS (normalised) 1.34) (0.97) (1.12) (0.73) (0.81) (0.45)
EBIT (3.5) (3.1) (3.2 (2.6) (1.0) EPS (reported) (1.27) 0.97) (0.79) 0.60) 0.80) (0.45)
Interest (0.0) 0.1) (0.2 (0.9 (0.8) Dividend (cps) 0.00 - - - - -
Tax 0.0 0.2 0.1 0.2 0.2 Imputation 30 30 30 30 30 30
Minorities 0.0 0.0 0.0 0.0 0.0 Operating cash flow (1.65) (1.1 0.9 (1.0) (1.1) (0.9
Equity accounted assoc 0.0 0.0 0.0 0.0 0.0 Free Cash flow (1.65) (1.1 0.9 (1.0) (1.1) 0.9
NPAT pre significantitem  (3.4) (3.0) (3.1 (3.3 (1.6) |Divisions 1H22 A 2H2A 1H23A 2H23A 1H24A  2H24F
Significant items 0.0 0.0 0.0 0.0 0.0 | CarSubs 0.52 0.73 0.88 1.22 1.62 291
NPAT (reported) (3.4) (3.0) (3.1) (3.3) (1.6) Licence Revenue 0.00 0.00 0.00 0.00 0.00 0.02
Cash flow (A$m) Other Revenue n.a. na. n.a. n.a. n.a. 0.00
Y/E 30 June FY21A FY22A FY23A FY24F FY25F
EBITDA (3.3) (3.0) (3.0 (1.9 0.4
Interest (0.0) 0.1) (0.2 (0.6) (0.8) COGS (0.39) (0.39) (0.39) (0.89) (0.93) (0.29)
Tax 0.0 0.0 0.0 0.0 0.0 Employ ment (0.82) 0.71) (0.75) (1.01) (0.94) (1.29)
Working capital changes 0.6 0.2 1.3 0.4 0.2) Technology, licence fees (0.55) (0.50) (0.53) (0.52) (0.52) 0.41)
Operating cash flow (2.8) (2.8) (1.9) (2.0) 0.7) Other costs (0.46) 0.50 (0.78) (0.35) (1.17) (0.87)
Mtce capex 0.0 0.0 0.0 0.0 0.0
Free cash flow (2.8) (2.8) (1.9 (2.0) 0.7) EBITDA (1.70) (0.37) (1.57) (1.55) (1.93) 0.08
Growth capex 0.1) 0.3) (1.8) (5.1) (3.8)
Acquisitions/Disposals 0.0 0.0 0.0 0.0 0.0 |Margins, Leverage, Returns FY2Z1A FY22A  FY23A FY24F FY25F
Other 0.0 0.2 0.0 0.2 0.0 EBITDA na. n.a. n.a. n.a. 4.7%
Cash flow pre financing (2.8) (3.2 (3.7) (7.0) (4.4) EBIT na. n.a. n.a. n.a. na.
Equity 5.6 0.7 34 0.4 0.0 NPAT pre significant items na. n.a. n.a. n.a. na.
Debt 0.2) 0.3) 1.6 741 38 Net Debt (Cash) 34 0.2 (2.8) (10.5) (14.9)
Dividends paid na. na. 0.3) 0.0 0.0 Net deb/EBITDA (x) (x) na na n/a na (37.8)
Net cash flow for year 26 (2.9) 1.0 0.5 0.7) ND/ND+Equity (%) (%) 609% 23% 84% 132%  137.9%
Balance sheet (A$m) EBIT interest cover (x) (x) n/a E] nfa nfa n/a
Y/E 30 June FY21A FY22A FY23A FY24F FY25F ROA na. n.a. n.a. n.a. n.a.
Cash 37 0.8 1.7 1.3 0.7 ROE na. n.a. n.a. n.a. n.a.
Accounts receivable 0.0 0.3 0.2 0.5 0.8 ROIC na. n.a. n.a. n.a. n.a.
Inventory 0.0 0.0 0.0 0.0 0.0 NTA (per share) 0.02 0.00 0.00 n.a, n.a,
Other current assets 0.1 0.1 0.3 0.2 0.2 Working capital 0.9 (0.6) 0.9 04 0.5
Total current assets 38 1.1 2.1 2.0 1.7 WC/Sales (%) (85%)  (48%) (42% ) 9% 6%
PPE 04 12 39 5.8 7.5 Revenue growth na. 25% 68% 1M7% 83%
Intangibles and Goodwill 0.0 0.2 0.2 0.0 0.0 EBIT growth pa na. na n/a n/a na
Investments 0.0 0.2 0.2 0.0 0.0 |Pricing FY21A  FY22A  FY23A FY24F FY25F
Deferred tax asset 0.0 0.0 0.0 0.0 0.0 No of shares (y/e) (m) 135 135 268 268 268
Other non current assets 0.0 (0) (0) 1.7 2.8 | Weighted Av Dil Shares (m) 75 135 208 268 268
Total non current assets 0.5 1.4 4.1 7.5 10.2
Total Assets 43 26 6.2 9.5 1.9 EPS Reported cps (2.5 2.2) 2) 1.2) (0.6)
Accounts payable 0.9 0.9 1.0 0.1 0.2 EPS Normalised/Diluted cps 2.2) 1.5) 1.2) 0.6)
Short term debt 0.2 0.4 0.7 0.8 0.8 EPS growth (norm/dil) n.a. n.a.
Tax payable 0.0 0.0 0.0 0.0 0.0 DPS cps - - - - -
Other current liabiliies 0.2 0.2 0.2 0.1 0.1 DPS Growth na. n.a. na. n.a. n.a.
Total current liabilities 1.3 14 1.9 1.0 12 Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0%
Long term debt 0.2 0.6 3.8 11.0 14.8 Dividend imputation 30 30 30 30 30
Other non current liabs 0.0 0.0 0.0 0.0 0.0 PE (x) na. na. n.a. na. n.a.
Total long term liabilities 0.3 0.6 3.8 11.0 14.8 PE market 19.1 19.1 19.1 19.1 19.1
Total Liabilities 1.5 2.0 5.7 121 16.0 Premium/(discount) na. na. na. na. n.a.
Net Assets 2.8 0.5 0.5 (2.5) 4.1) EV/EBITDA 0.5 n.a. n.a. n.a. 46.6
FCF/Share cps 2.3 2.0 -1.0 0.7 -0.8
Share capital 229 23.5 26.6 26.9 26.9 Price/FCF share na. n.a. n.a. n.a. na.
Reserves & Accum (20.1) (2300 (26.1)  (294) (31.0) | Free Cashfow Yield na. na. na. na. na.
profits / losses
Minorities n.a. na. n.a. 0.0 0.0
Total Shareholder func 2.8 0.5 0.5 (2.5 4.1)

Source: Company data for actuals; RaaS estimates for FY24F and FY25F
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RaaS Research Group Pty Ltd

ABN 99 614 783 363

Corporate Authorised Representative, number
1248415, of

BR SECURITIES AUSTRALIAPTY LTD; ABN 92 168 734 530; AFSL
456663

Effective Date: 26" March 2024

About Us
BR Securities Australia Pty Ltd (BR) is the holder of Australian Financial Services License (“AFSL”) number 456663. RaaS
Research Group Pty Ltd (RaaS) is an Authorised Representative (number 1248415) of BR.

This Financial Service Guide (FSG) is designed to assist you in deciding whether to use RaaS'’s services and includes such
things as who we are, our services, how we transact with you, how we are paid, and complaint processes.

Contact Details, BR and RaaS:

BR Head Office: Level 1, 160 Edward Street, Brisbane, QLD, 4000 www.brsecuritiesaustralia.com.au

RaaS:. ¢/- Rhodes Docherty & Co Pty Ltd, Suite 1, Level 1, 828 Pacific Highway, Gordon, NSW, 2072.
P: +61 414 354712

E: finola.burke@raasgroup.com

Raas is the entity providing the authorised AFSL services to you as a retail or wholesale client.

What Financial Services are we authorised to provide? RaaS is authorised to
- provide general advice to retail and wholesale clients in relation to
- Securities

The distribution of this FSG by RaaS is authorized by BR.

Our general advice service

Please note that any advice given by Raa$ is general advice, as the information or advice given will not take into account
your particular objectives, financial situation or needs. You should, before acting on the advice, consider the
appropriateness of the advice, having regard to your objectives, financial situation and needs. If our advice relates to the
acquisition, or possible acquisition, of a particular financial product you should read any relevant Prospectus, Product
Disclosure Statement or like instrument. As we only provide general advice we will not be providing a Statement of
Advice. We will provide you with recommendations on securities.

How are we paid?

RaaS earns fees for producing research reports about companies we like, and/or producing a financial model as well.
When the fee is derived from a company, this is clearly highlighted on the front page of the report and in the disclaimers
and disclosures section of the report. Sometimes we write reports using our own initiative.

Associations and Relationships

BR, Raas, its directors and related parties have no associations or relationships with any product issuers other than when
advising retail clients to invest in managed funds when the managers of these funds may also be clients of BR. RaaS’s
representatives may from time to time deal in or otherwise have a financial interest in financial products recommended to
you but any material ownership will be disclosed to you when relevant advice is provided.

Complaints
If you have a complaint about our service, you should contact your representative and tell them about your complaint.
The representative will follow BR’s internal dispute resolution policy, which includes sending you a copy of the policy
when required to. If you aren’t satisfied with an outcome, you may contact AFCA, see below.
BR is a member of the Australian Financial Complaints Authority (AFCA). AFCA provide fair and independent financial
services complaint resolution that is free to consumers.

Website: www.afca.org.au; Email: info@afca.org.au; Telephone: 1800931678 (free call)

In writing to: Australian Financial Complaints Authority, GPO Box 3, Melbourne, VIC, 3001.

Professional Indemnity Insurance
BR has in place Professional Indemnity Insurance which satisfies the requirements for compensation under s912B of the
Corporations Act and that covers our authorized representatives.

Carly Holdings Limited 29 July 2024
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DISCLAIMERS and DISCLOSURES

This report has been commissioned by Carly Holdings Ltd prepared and issued by RaaS Research Group Pty Ltd. RaaS Research
Group has been paid a fee to prepare this report. RaaS Research Group’s principals, employees and associates may hold shares in
companies that are covered and, if so, this will be clearly stated on the front page of each report. This research is issued in Australia by
RaaS Research Group and any access to it should be read in conjunction with the Financial Services Guide on the preceding two
pages. All information used in the publication of this report has been compiled from publicly available sources that are believed to be
reliable. Opinions contained in this report represent those of the principals of RaaS Research Group at the time of publication. RaaS
Research Group provides this financial advice as an honest and reasonable opinion held at a point in time about an investment’s risk
profile and merit and the information is provided by the RaaS Research Group in good faith. The views of the adviser(s) do not
necessarily reflect the views of the AFS Licensee. RaaS Research Group has no obligation to update the opinion unless RaaS
Research Group is currently contracted to provide such an updated opinion. RaaS Research Group does not warrant the accuracy of
any information it sources from others. All statements as to future matters are not guaranteed to be accurate and any statements as to
past performance do not represent future performance.

Assessment of risk can be subjective. Portfolios of equity investments need to be well diversified and the risk appropriate for the
investor. Equity investments in listed or unlisted companies yet to achieve a profit or with an equity value less than $50 million should
collectively be a small component of a balanced portfolio, with smaller individual investment sizes than otherwise.

The science of climate change is common knowledge and its impacts may damage the global economy. Mitigating climate change
may also disrupt the global economy. Investors need to make their own assessments and we disclaim any liability for the impact of
either climate change or mitigating strategies on any investment we recommend.

Investors are responsible for their own investment decisions, unless a contract stipulates otherwise. RaaS Research Group does not
stand behind the capital value or performance of any investment. Subject to any terms implied by law and which cannot be excluded,
RaaS Research Group shall not be liable for any errors, omissions, defects or misrepresentations in the information (including by
reasons of negligence, negligent misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons
who use or rely on the information. If any law prohibits the exclusion of such liability, RaaS Research Group limits its liability to the re-
supply of the Information, provided that such limitation is permitted by law and is fair and reasonable. Copyright 2024 RaaS Research
Group Pty Ltd (A.B.N. 99 614 783 363). All rights reserved.
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