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Sterling Infrastructure's Specialty Construction Industry: From Commoditized
Contracting to Mission-Critical Megaprojects

Key Takeaways

The specialty infrastructure sector has shifted from price-driven bidding toward a model prioritizing schedule
assurance, technical expertise, and reliability on massive, complex projects, as delays on mission-critical
megaprojects can cost hundreds of millions of dollars . @

An Al infrastructure supercycle is reshaping the industry, with U.S. hyperscaler capital expenditures reaching
approximately $240 billion in 2024 (roughly 0.8% of GDP ) and projected to approach 1.3% of GDP by end of
2025. &

The E-Infrastructure market is currently capacity-constrained rather than price-constrained , with top-tier
contractors being approached to reserve project management bandwidth for projects extending well into
2028 and 2030 . <>

Technology giants have shifted from building individual data centers to developing massive "data campuses”
spanning 1,200 to 1,500 acres, creating a market where hyperscalers rush to secure contractor bandwidth
years in advance. &

" Schedule assurance " has emerged as the paramount competitive differentiator, with clients prioritizing
absolute reliability over pure cost, and hyperscalers actively seeking proven contractors to guarantee
timelines rather than contractors bidding aggressively for work. &

The most acute industry challenge is a severe shortage of skilled labor , particularly in specialized trades like
electrical, mechanical, and heavy equipment operation, requiring companies to invest heavily in proprietary
training academies. @
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* Recent M&A activity in specialty electrical contracting has commanded premium valuation multiples,
including EMCOR's acquisition of Miller Electric at approximately 10.8x EBITDA and Quanta Services'
purchase of Cupertino at 9.3x EBITDA. <

Industry Overview

Scope and Key Characteristics

The specialty infrastructure construction and services industry encompasses the large-scale development and
rehabilitation of foundational physical assets across the United States. [ The sector has increasingly shifted
away from highly commoditized, price-driven bidding toward a model that prioritizes schedule assurance,

technical expertise, and reliability on massive, complex terrains. 2] Contractors in this space provide the critical
early-phase civil scope, including earthwork, grading, underground utilities, and site preparation, which sits

upstream of vertical construction and power infrastructure. Bl Because delays on mission-critical megaprojects
can cost hundreds of millions of dollars, clients place a premium on contractors with the equipment fleets, labor

force, and bonding capacity to mobilize quickly and execute flawlessly. [4 B 1.ARs B 2-OneDrive
3+Needham & Co. B 4 - OneDrive

Economic Significance and Market Size

The broader infrastructure industry serves as the backbone of domestic economic progress, heavily supported by

public funding and private capital investments. [5] Maijor legislative initiatives, including the $1.2 trillion bipartisan
Infrastructure Investment and Jobs Act (IlJA), the CHIPS Act, and the Inflation Reduction Act, are currently

funneling unprecedented capital into roads, bridges, water systems, and advanced manufacturing. 6] B s5.ARS
B 6 News

The current economic landscape is being distinctly shaped by an artificial intelligence (Al) infrastructure
supercycle, which represents a general-purpose technology shift comparable to historical railroad and

electrification buildouts. /! United States hyperscaler capital expenditures reached approximately $240 billion in
2024, representing roughly 0.8% of the U.S. GDP. 8] These expenditures are projected to have approached 1.3% of
the national GDP by the end of 2025. [°] By comparison, historical U.S. railroad investment routinely exceeded 3%

of GDP during the late 19th century, suggesting the current infrastructure buildout is still in its early stages. (1ol
7 8 9 10 - Sidoti & Company

Major Sub-Industries and Key Products/Services

The infrastructure market surrounding Sterling is categorized into three primary sub-industries that address
distinct stages of development and end-market needs. (] B 11. ARs
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Sub- . .
Core Services and Scope Primary End Markets
Industry
E- Advanced, large-scale site development, Data centers, semiconductor fabrication, e-
Infrastructu | earthwork, and mission-critical commerce distribution centers, warehousing,
re electrical/mechanical services. and power generation.
Solutions
Transportat | Infrastructure construction and Highways, roads, bridges, airports, ports, light
ion rehabilitation, including alternative delivery rail, and storm drainage systems.
Solutions and design-build projects.
Building Residential and commercial concrete Single-family and multi-family homes, and
Solutions foundations, elevated slabs, plumbing, and commercial parking structures.
surveying.
Source:

Primary Customers, End-Users, and Demand Drivers

The industry's customer base is highly diversified, ranging from technology giants to state governments.

Demand in the E-Infrastructure segment is heavily driven by hyperscalers, such as Amazon, Meta, and Google,

who are deploying multi-year capital plans to build out massive data campuses. 2 An expert from AECOM noted
that the digitization sector is booming globally, driven by technology companies needing to rapidly renovate and
develop new hub centers to support data expansion. Another expert in data center estimating confirmed that the
pace of project acceleration has intensified recently, with trade partners experiencing peak capacity as skilled
labor demands surge. (3] Beyond tech firms, major industrial operators are driving demand through the reshoring
of advanced manufacturing, semiconductor fabrication, and EV battery plants. ['4] B 12 OneDrive

13 « Expert Call 14 « ARS

The Transportation and Building segments rely on different growth catalysts. State Departments of
Transportation, regional transit authorities, and airport authorities utilize federal and state funding to drive heavy
civil projects. [s] Meanwhile, the Building Solutions market caters to top national and regional homebuilders,

driven by population migrations and housing deficits in high-growth metropolitan areas like Dallas-Fort Worth,
Houston, and Phoenix. 15+ ARS

Historical Evolution and Current State

Historically, the construction landscape was dominated by fragmented, localized players competing fiercely on
price for commoditized, low-bid heavy highway work. In 2015, approximately 95% of Sterling's business came
from these low-bid highway projects, which frequently incurred losses. [16] over the past decade, leading firms
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successfully transitioned away from this high-risk model, leaning into specialized acquisitions and vertically
integrated service offerings. 71 B 16 B 17-OneDrive

Today, the industry is defined by an era of extreme scale and technical complexity. Project footprints for data
centers are growing exponentially, with hyperscalers now designing campuses that span 1,200 to 1,500 acres and
often require behind-the-meter power generation. [18] Because of this massive scale, the current state of the E-
Infrastructure market is strictly capacity-constrained rather than price-constrained. [19] Top-tier contractors are
being approached to reserve project management bandwidth and execution capacity for projects extending well
into 2028 and 2030. [20] Concurrently, service providers are expanding their capabilities through strategic
acquisitions, such as incorporating specialized mechanical and electrical services to offer comprehensive, end-to-

end site preparation and accelerate customer timelines. [21] 1 18 19 20 + Needham & Co.
B 21 - OneDrive

Key Players

Major Public Companies and Market Influence

The specialty infrastructure and heavy civil construction markets feature a mix of massive, globally diversified
engineering firms and highly specialized regional contractors. Major international players such as AECOM and
Fluor Corporation hold significant influence over the broader infrastructure sector, though they operate with vastly
different business models. 22 AECOM primarily utilizes an asset-light, advisory-driven approach, dominating the
early-stage planning, design, and program management lifecycles of complex megaprojects. [23] Conversely, Fluor
specializes in large-scale engineering, procurement, and construction (EPC) projects, leveraging its ability to
execute massive industrial builds while taking on higher fixed-price execution risks. 24 B2 B 23

B 24 - News

Other dominant public entities like Parsons and Bechtel frequently intersect with specialized site development
contractors during the early phases of industrial and data center builds. [25] Furthermore, diversified specialty
contractors such as MasTec, EMCOR Group, Jacobs Solutions, and Quanta Services dominate critical segments
of the market by converting policy tailwinds into massive multi-year order books. [26] These multi-billion-dollar
firms benefit from deep technical expertise and the scale necessary to handle technically complex, less
economically sensitive infrastructure upgrades. [27] Sterling Infrastructure positions itself uniquely against these
giants by targeting a mid-level market niche, bidding on specialized execution projects that are too large for local
contractors but distinct from the global advisory scope of firms like AECOM. B 25:0nebrive B 26

B 27 News
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Company Name Ticker | Revenue (FY0) | EBITDA Margin (FY0) | Enterprise Value | Net Income (FY0)
Quanta Services PWR $28.48B 8.85% $88.36B $1.03B

EMCOR Group EME | $16.99B 11.18% $31.99B $1.27B

AECOM ACM | $16.14B 7.45% $13.22B $561.77M

Fluor Corp FLR $15.50B -2.00% $3.88B -$51.00M
MasTec Inc MTZ | $14.30B 7.80% $27.41B $399.04M
Jacobs Solutions | J $12.03B 9.15% $17.298 $289.34M
Parsons Corp PSN $6.36B 8.40% $6.66B $241.14M

Equity Screener - Filters: 2

Emerging Startups and Regional Disruptors

While large public companies dominate broad EPC work, specialized regional contractors act as major disruptors
in the highly constrained site development and electrical services niches. In key data center markets like Virginia,
legacy site clearing firms such as Liesfeld are facing intense competition from regional disruptors like Allan
Myers and B&S. 301 over recent years, both Allan Myers and B&S have opened new offices and committed
substantial operational resources to capture hyperscale land-clearing projects, successfully displacing smaller
local vendors. B 1= 39 31 « Expert Call

Financial databases indicate that zero private fundraising rounds have been publicly disclosed for these heavy
civil disruptors, reflecting the industry's traditional reliance on internal cash flows and heavy equipment asset
financing rather than venture capital. 321 However, larger market leaders are aggressively acquiring these regional
disruptors to gain specialized capabilities. For example, Sterling Infrastructure directly disrupted the electrical
services ecosystem by acquiring CEC Facilities Group, a specialized mission-critical electrical contractor, for a

(33]

total deal value of approximately $609.46 million. Funding Screener * Filters: 2 M&A Screener - Filters: 1

Regulatory Bodies and Influential Organizations

Infrastructure contractors are heavily regulated by a matrix of federal, state, and local entities. The Occupational
Safety and Health Act (OSHA) and comparable state agencies rigorously enforce workplace safety and labor
protections, which are critical given the hazards of heavy civil construction. [34] Environmental compliance is
strictly monitored by federal bodies enforcing the Comprehensive Environmental Response, Compensation and
Liability Act (CERCLA), which imposes retroactive joint and several liability for hazardous waste and site
contamination. At the state level, Departments of Transportation (DOTs), along with regional transit and airport
authorities, act as both the primary clients and the strict regulatory overseers for public works projects. [35]
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Additionally, influential trade associations like the Associated General Contractors of Georgia (AGCA) play a vital
role in shaping industry standards, promoting sustainability, and developing the future workforce through skills

challenges. 361 B34 B 35.10k B 36-ESG

Geographical Distribution of Industry Leaders

The geographic footprint of leading infrastructure firms mirrors domestic demographic shifts and technology
investment corridors. [371 [38] The Mid-Atlantic, specifically the Virginia data center corridor, hosts a massive
concentration of site development activity dominated by contractors like Liesfeld and Allan Myers. [40] The
Southeast serves as a broader hub for e-infrastructure megaprojects, with Atlanta standing out as one of the
strongest data center markets in the United States. [411 B 37 oneDrive 40 - Expert Call B 41 - OneDrive

B 26 Feb - Sterling Infrastructure Inc — 2025 Q4 Presentation >

Map illustrating Sterling Infrastructure's geographical presence and key market regions in the US

We offer a customer-centric, market-focused portfolio of goods
and services geographically positioned in the right markets

Ml Select Projects

Texas is rapidly emerging as the next major battleground for both site development and electrical services. [42]
Sterling Infrastructure is actively pushing into the Texas data center ecosystem by attacking the state from both
the east and the west, utilizing resources and personnel drawn from its established base in the Rocky Mountains.
[43] Finally, the Building Solutions segment leaders remain highly concentrated in the nation's fastest-growing
metropolitan statistical areas, specifically focusing their headquarters and operations in Dallas-Fort Worth,

Houston, and Phoenix. 44 B 42 B 43-0nedrive B 44-10K

Trends and Developments
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The specialty infrastructure and construction industry is undergoing a structural transformation driven by the

collision of digital expansion, domestic reshoring, and unprecedented federal funding. [45] As these secular
tailwinds accelerate, the sector is shifting away from commoditized contracting and toward highly complex,

mission-critical megaprojects. 46! B 45.ArRs B 46 - OneDrive

The Al and Data Center Supercycle

The rapid adoption of artificial intelligence and cloud computing has triggered a massive capital deployment cycle
from hyperscalers. This boom is fundamentally reshaping the scale of e-infrastructure development. [47]
47 - Expert Call

¢ Demand from technology giants has shifted from building individual data centers to developing massive "data
campuses" that frequently span between 1,200 and 1,500 acres. [48] £ 48 - Needham & Co.

* The scale of this buildout is so immense that the market is currently capacity-constrained rather than price-
constrained, with hyperscalers rushing to secure contractor bandwidth for projects stretching into 2028 and

2030. [49] 49 + Needham & Co.

* Because data centers require absolute reliability and uptime, there is a sustained, growing need for advanced
liquid cooling systems, high-spec power distribution, and lifecycle service execution. [50]

50 - Sidoti & Company

* The overwhelming power demands of these campuses are forcing developers to adopt self-power generation,
expanding the scope of early-stage site preparation to include behind-the-meter power plants and complex

underground utilities. [51 B 51 - oneprive

Advanced Manufacturing and Clean Energy Reshoring

Legislative initiatives, specifically the CHIPS and Science Act and the Inflation Reduction Act, are spurring a wave
of advanced manufacturing facilities across the United States. [52153] These policies are actively driving the
reshoring of semiconductor fabrication plants and electric vehicle battery factories. [54] These manufacturing
megaprojects represent long-duration opportunities, with semiconductor projects often spanning seven to ten
years and requiring total scopes approaching $1 billion per facility. [55] The steady flow of these multi-year
industrial projects allows leading infrastructure firms to build deep backlogs and maintain strong revenue visibility

well into the future. [56] [57] 52+ 10K 53 « Investor Presentation B 54 - OneDrive B 55« OneDrive
B 56 - OneDrive

D.A. Davidson - 26 Feb - Biz Pipeline Very Healthy - Raise Estimates/PT >

Historical and estimated near-term backlog conversion for the E-Infrastructure segment
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Preceding
TT™M Year Revs/
Revenue Backlog Backlog

4Q22 $905.3 $432.6 209% Petillo acquired December 30, 2021
1Q23 $942.2 $541.2 174%

2Q23 $968.8 $523.7 185%

3Q23 $967.2 $584.3 166%

4Q23 $937.4 $603.2 155%

1Q24 $916.0 $730.7 125%

2Q24 $897.2 $886.6 101%

3Q24 $907.2 $891.4 102%

4Q24 $923.7 $813.7 114%

1Q25 $957.5 $961.0 100%

2Q25 $1,026.6 $868.2 118%

3Q25 $1,179.8 $918.5 128% CEC acquired September 2, 2025
4Q25 $1,466.8 $1,032.1 142%

1Q26e $1,668.5 $1,216.8 137%

2Q26e $1,908.1 $1,249.7 153%

3Q26e $2,091.0 $1,808.2 116%

4Q26e $2,115.0 $1,843.5 115%

Source: Company reports, D.A. Davidson & Co. ests

Transportation Modernization and Infrastructure Funding

The heavy civil and transportation sector is currently buoyed by the $1.2 trillion Infrastructure Investment and
Jobs Act (IlJA), which authorized $643 billion for highways, bridges, rail, and airports. [591160] The industry is

currently in the second half of this initial five-year federal funding cycle, which concludes in September 2026. [61]
Even as the current cycle approaches its expiration, historical precedent suggests the government will implement
funding extensions adjusted for inflation until a successor bill is passed, ensuring the flow of transportation
projects does not abruptly halt. [62] Furthermore, bipartisan support in Washington points toward the likelihood of
a robust successor bill to maintain infrastructure modernization efforts. (63! 59+10Q
60 - Investor Presentation B 61 B 62-0neDrive B 63 - OneDrive

Shifts in Consumer Behavior and the Housing Market

While mission-critical and public infrastructure thrive, the residential and commercial building sectors are facing
significant macroeconomic headwinds. [64] Beginning in early 2024 and continuing through 2025, prospective
homebuyers have struggled with severe affordability challenges driven by high mortgage rates and persistent
inflation. [65] This has led to a noticeable decline in single-family home demand and a corresponding drop in
revenues for residential concrete and plumbing contractors. [66] Despite these near-term economic pressures,

long-term demographic shifts—such as sustained population migration to metropolitan areas like Dallas, Houston,
and Phoenix—are expected to eventually overcome affordability constraints and support a return to growth in

housing starts. [67] B 64-10q 65-10Q B 66 OneDrive 67+ 10K

Technological Advancements in Smart Construction
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To meet the aggressive timelines of modern megaprojects, contractors are rapidly modernizing their operational

capabilities. [68] 68 * Expert Call

e Firms are increasingly adopting Building Information Modeling (BIM) and digital twin technologies to map out
massive civil projects before breaking ground.

¢ Artificial intelligence tools, cameras, and site sensors are actively being deployed on job sites to enhance
safety monitoring, track construction progress, and minimize material waste. 691 1 69- Expert Call

* To combat inefficiencies and improve schedule certainty, companies are investing heavily in prefabrication
and modular assembly. [70 B 70 - press Release

* By shifting complex mechanical and electrical work into controlled off-site facilities, contractors can
accelerate project delivery and reduce their reliance on scarce on-site labor. [711 B 71 - oneDrive

Major Risks and Industry Challenges

Despite a highly favorable demand environment, the infrastructure sector faces several critical constraints. [72]
The most acute challenge is a severe shortage of skilled labor, particularly in specialized trades like electrical,
mechanical, and heavy equipment operation. [73] Finding workers with the necessary technological skills to
operate modern construction software remains difficult, requiring companies to invest heavily in proprietary

training academies to build their workforce. 74 & 72 73 + Expert Call 74 + Expert Call

Additionally, the staggering power requirements of Al data centers are severely straining local energy grids,
prompting pushback from communities over resource allocation and forcing developers to navigate complex
public approval processes. [75] Contractors must also continuously navigate supply chain volatility and material
cost inflation for inputs like concrete, steel, and underground piping. [76] However, top-tier firms frequently
mitigate this risk by negotiating indexing clauses into their contracts, allowing them to pass sudden fuel or
material price spikes directly to the customer. 75 « Expert Call 76 * ARS

Competitive Landscape

Market Consolidation and Barriers to Entry

The specialty infrastructure and heavy civil construction markets operate within a highly bifurcated competitive
environment. /7] While traditional low-bid highway and commercial warehouse construction remains highly
fragmented and intensely competitive, the market for mission-critical megaprojects has consolidated around a
select few elite players. Smaller regional firms struggle to pivot into complex data center or semiconductor

projects due to insurmountable structural barriers. [78] The massive scale of modern hyperscale campuses
requires immense equipment fleets and specialized labor forces that local contractors simply cannot supply. [79]

Furthermore, bonding capacity serves as a significant financial moat, as smaller competitors lack the balance
sheet strength to bond projects exceeding $500 million. 80 strict safety requirements also restrict new entrants,
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as inexperienced contractors are typically only one or two safety incidents away from being permanently removed
from a high-profile job site. B 77 - OneDrive 78 -ExpertCall B 79 B 80 - OneDrive

Competitive Advantages and Differentiators

In this capacity-constrained environment, "schedule assurance" has emerged as the paramount competitive
differentiator. 87! Because delays on megaprojects can cost developers hundreds of millions of dollars in lost
revenue, clients prioritize absolute reliability and speed over pure cost. [82] Top-tier contractors differentiate
themselves by offering end-to-end, vertically integrated capabilities that encompass both heavy civil site
preparation and complex electrical installations. [83] Performing these tasks simultaneously, rather than
sequentially, can shave one to two months off the total cycle time of a project, creating immense value for

technology and industrial customers. [84] Additionally, leading firms benefit from operational fungibility, allowing
them to seamlessly pivot their heavy equipment and specialized crews across different end-markets—such as EV

battery plants, semiconductor fabs, and data centers—without needing to retool their core capabilities. 85 m g1
B g3 Bsgs B 85-0Onedrive B 82-OneDrive
¢ Analysts at Sidoti & Company emphasize that the demand for absolute reliability has completely flipped the

traditional construction bidding dynamic. [86] Because hyperscalers desperately need schedule assurance to
avoid cascading project delays, they are actively seeking out proven contractors to guarantee project

timelines, rather than contractors having to aggressively bid against one another for work. 87] This dynamic
grants elite firms immense pricing power, allowing them to rigorously insist on favorable contract terms and

maintain strong profitability. 88! [ gs 87 88 - Sidoti & Company

Pricing Strategies and Supply Chain Dynamics

To protect their margins on long-duration, fixed-price contracts, infrastructure players rely on sophisticated pricing
strategies and supply chain management. 891 The industry frequently wrestles with supply chain bottlenecks,
particularly extended lead times for specialized electrical gear, mechanical components, and underground piping.
[90] 10 mitigate exposure to these volatile external market forces, contractors routinely negotiate indexing clauses
into their agreements. [91] These mechanisms allow companies to pass sudden spikes in fuel or raw material

costs directly to the project owner. [92] Conversely, if commodity prices drop significantly below the baseline, the
savings are returned to the client, effectively neutralizing commodity risk and ensuring that the contractor does

not lose money on essential inputs. 81 Bgo Bo1 Bo2 [ 93-0neDrive 90 + Expert Call

Strategic Partnerships

Strategic partnerships and joint ventures are heavily utilized across the infrastructure ecosystem as a primary

mechanism to share technical expertise, pool resources, and defer bonding risks. [94] For massive public works
and heavy civil projects, it is common to see strategic consortiums formed between large engineering firms, such

as Fluor partnering with Balfour or Austin Bridge & Road. [95] These joint and several liability partnerships enable
companies to bid on and execute billion-dollar megaprojects that would otherwise exceed their individual risk

tolerance or capital capacity. 961 1 94 95 + Expert Call 96+ 10K

Page 10 of 18

©2025, AlphaSense, Inc. All Rights Reserved. AlphaSense is a service mark of AlphaSense, Inc. All other trademarks mentioned belong to their respective
owners. This Generative Search result is Al-generated and may include inaccuracies. Use discretion and verify with original sources. See additional
disclaimers located at the back of this report.


https://research.alpha-sense.com/?docid=NOTE-ODRIVE-ab9c6f6bde77e00d5621ba059377d676336047096ec64714ee33b108ff28e399&scope=ANYWHERE&stmt=fse16388&hl=fse16388.fse16624&page=8
https://research.alpha-sense.com/?docid=EC-1000000-160424&scope=ANYWHERE&stmt=fse4940&hl=fse4940&page=2
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-4df53a0e3ab7190f7f71c12fa6b3ef4e193d8fe7d0148bb4fb518984acacaa38&scope=ANYWHERE&stmt=fse17160&hl=fse17160&page=1
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-4df53a0e3ab7190f7f71c12fa6b3ef4e193d8fe7d0148bb4fb518984acacaa38&scope=ANYWHERE&stmt=fse17345&hl=fse17345.fse17387&page=1
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-ab9c6f6bde77e00d5621ba059377d676336047096ec64714ee33b108ff28e399&scope=ANYWHERE&stmt=fse17494&hl=fse17494&page=8
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-4df53a0e3ab7190f7f71c12fa6b3ef4e193d8fe7d0148bb4fb518984acacaa38&scope=ANYWHERE&stmt=fse17160&hl=fse17160.fse17276&page=1
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-ab9c6f6bde77e00d5621ba059377d676336047096ec64714ee33b108ff28e399&scope=ANYWHERE&stmt=fse19860&hl=fse19860&page=9
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-ab9c6f6bde77e00d5621ba059377d676336047096ec64714ee33b108ff28e399&scope=ANYWHERE&stmt=fse19860&hl=fse19860.fse20102&page=9
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-ab9c6f6bde77e00d5621ba059377d676336047096ec64714ee33b108ff28e399&scope=ANYWHERE&stmt=fse3882&hl=fse3882&page=4
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-ab9c6f6bde77e00d5621ba059377d676336047096ec64714ee33b108ff28e399&scope=ANYWHERE&stmt=fse17494&hl=fse17494&page=8
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-ab9c6f6bde77e00d5621ba059377d676336047096ec64714ee33b108ff28e399&scope=ANYWHERE&stmt=fse19860&hl=fse19860&page=9
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-ab9c6f6bde77e00d5621ba059377d676336047096ec64714ee33b108ff28e399&scope=ANYWHERE&stmt=fse19860&hl=fse19860.fse20102&page=9
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-ab9c6f6bde77e00d5621ba059377d676336047096ec64714ee33b108ff28e399&scope=ANYWHERE&stmt=fse3882&hl=fse3882&page=4
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-4df53a0e3ab7190f7f71c12fa6b3ef4e193d8fe7d0148bb4fb518984acacaa38&scope=ANYWHERE&stmt=fse17160&hl=fse17160.fse17276&page=1
https://research.alpha-sense.com/?docid=ASR-SIDS-f8c071270e5ebbad8ddda98fd1cbe475&scope=ANYWHERE&stmt=fse7025&hl=fse7025&page=2
https://research.alpha-sense.com/?docid=ASR-SIDS-f8c071270e5ebbad8ddda98fd1cbe475&scope=ANYWHERE&stmt=fse6704&hl=fse6704.fse7025&page=2
https://research.alpha-sense.com/?docid=ASR-SIDS-f8c071270e5ebbad8ddda98fd1cbe475&scope=ANYWHERE&stmt=fse6704&hl=fse6704.fse7025&page=2
https://research.alpha-sense.com/?docid=ASR-SIDS-f8c071270e5ebbad8ddda98fd1cbe475&scope=ANYWHERE&stmt=fse7025&hl=fse7025&page=2
https://research.alpha-sense.com/?docid=ASR-SIDS-f8c071270e5ebbad8ddda98fd1cbe475&scope=ANYWHERE&stmt=fse6704&hl=fse6704.fse7025&page=2
https://research.alpha-sense.com/?docid=ASR-SIDS-f8c071270e5ebbad8ddda98fd1cbe475&scope=ANYWHERE&stmt=fse6704&hl=fse6704.fse7025&page=2
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-a4cb55419297e04ea17c4a597a69b6dd4c740272d85f5a25ec241284280b9ddf&scope=ANYWHERE&stmt=fse19544&hl=fse19544&page=6
https://research.alpha-sense.com/?docid=EC-1000000-26437&scope=ANYWHERE&stmt=fse11940&hl=fse11940.fse12091&page=2
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-a4cb55419297e04ea17c4a597a69b6dd4c740272d85f5a25ec241284280b9ddf&scope=ANYWHERE&stmt=fse19275&hl=fse19275&page=6
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-a4cb55419297e04ea17c4a597a69b6dd4c740272d85f5a25ec241284280b9ddf&scope=ANYWHERE&stmt=fse19544&hl=fse19544.fse19637&page=6
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-a4cb55419297e04ea17c4a597a69b6dd4c740272d85f5a25ec241284280b9ddf&scope=ANYWHERE&stmt=fse19693&hl=fse19693.fse19788&page=6
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-a4cb55419297e04ea17c4a597a69b6dd4c740272d85f5a25ec241284280b9ddf&scope=ANYWHERE&stmt=fse19544&hl=fse19544&page=6
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-a4cb55419297e04ea17c4a597a69b6dd4c740272d85f5a25ec241284280b9ddf&scope=ANYWHERE&stmt=fse19275&hl=fse19275&page=6
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-a4cb55419297e04ea17c4a597a69b6dd4c740272d85f5a25ec241284280b9ddf&scope=ANYWHERE&stmt=fse19544&hl=fse19544.fse19637&page=6
https://research.alpha-sense.com/?docid=NOTE-ODRIVE-a4cb55419297e04ea17c4a597a69b6dd4c740272d85f5a25ec241284280b9ddf&scope=ANYWHERE&stmt=fse19693&hl=fse19693.fse19788&page=6
https://research.alpha-sense.com/?docid=EC-1000000-26437&scope=ANYWHERE&stmt=fse11940&hl=fse11940.fse12091&page=2
https://research.alpha-sense.com/?docid=EC-1000000-60925&scope=ANYWHERE&stmt=fse11647&hl=fse11647&page=2
https://research.alpha-sense.com/?docid=EC-1000000-60925&scope=ANYWHERE&stmt=fse11647&hl=fse11647.fse11771.fse11875&page=2
https://research.alpha-sense.com/?docid=0000874238-25-000025&scope=ANYWHERE&stmt=fse63900&hl=fse63900&page=3
https://research.alpha-sense.com/?docid=EC-1000000-60925&scope=ANYWHERE&stmt=fse11647&hl=fse11647&page=2
https://research.alpha-sense.com/?docid=EC-1000000-60925&scope=ANYWHERE&stmt=fse11647&hl=fse11647.fse11771.fse11875&page=2
https://research.alpha-sense.com/?docid=0000874238-25-000025&scope=ANYWHERE&stmt=fse63900&hl=fse63900&page=3
https://www.alpha-sense.com/

AlphaSense

RESULT FOR USER QUERY

Recent M&A Activity and Valuation Multiples

Mergers and acquisitions remain a core strategy for infrastructure firms looking to vertically integrate and expand

geographically. [97] There are dozens of recent M&A transactions highlighting a broader industry trend toward
consolidation, with major players acquiring specialized electrical, mechanical, and civil engineering

subcontractors to bolster their comprehensive service offerings. 331 B 97 ARS M&A Screener * Filters: 2

e Analysts at D.A. Davidson highlight that recent acquisitions in the specialty electrical contracting space have
commanded premium valuation multiples, citing EMCOR's acquisition of Miller Electric at approximately 10.8x
EBITDA and Quanta Services' purchase of Cupertino at 9.3x EBITDA. [98] Sterling Infrastructure's
transformative $505 million acquisition of CEC Facilities Group, executed at a 9.6x multiple, aligns with these
industry trends and provides the critical capabilities required to capture full-lifecycle data center projects. [99]

98 99 - D.A. Davidson

e BMO Capital Markets notes that transaction multiples for highly specialized environmental and infrastructure
services have shifted notably higher in recent years, with high-water mark deals pricing near 20x pro forma
EBITDA. [100] [ 100 - BMO Capital Markets

The table below outlines the current valuation multiples for Sterling Infrastructure within the broader construction
and engineering sector:

Companv Name Ticke | Revenue Enterprise EV/EBITD P/E Market
pany r (FY0) Value A Ratio Cap
Sterling Infrastructure STRL | $2.49B $12.85B 20.04x 30.57x $12.89B

Inc

Source: “©Equity Screener - Filters: 2

Market Map

Ecosystem Structure and Value Capture

The infrastructure and construction ecosystem is a highly tiered network where value capture is shifting rapidly
toward specialized, bottleneck-alleviating contractors. At the top of the value chain sit project owners and
developers—primarily hyperscale technology companies, advanced manufacturing firms, and state governments.

[101] These entities rely on a network of specialized contractors to provide the foundational physical layers of their
megaprojects. [102] B 101 - OneDrive 102 - Earnings Presentation

Historically, value was captured by companies that could execute basic heavy civil work at the lowest possible
cost, leading to commoditized, low-margin dynamics. (03] Today, value capture is overwhelmingly concentrated
among firms that can guarantee "schedule assurance" and alleviate critical project bottlenecks. [104] For instance,
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by integrating exterior electrical work with traditional site development, specialty contractors can perform critical

path tasks in tandem rather than sequentially. [108] Thig integrated project lifecycle capability can shave one to
two months off the total cycle time for a hyperscaler, creating immense end-user value that translates directly into
premium contractor margins and immense pricing power. [106] B 103 B 104 B 105 [ 106- OneDrive

Major Sub-Industries and Player Mapping

While massive global engineering firms often manage the overarching design and advisory phases, specialized
contractors dominate the physical execution across the following sub-industries.

Specialty Mechanical, Electrical, and Utilities These companies focus on the highly technical interior and exterior
systems required to power and cool mission-critical facilities.

e Comfort Systems USA (FIX): This company focuses heavily on mechanical, HVAC, and electrical services,
capturing significant value from data center and semiconductor facility demand. [107] 7o further protect its
margins and accelerate timelines, Comfort Systems is actively investing in off-site modular construction
capacity. [108] B 107 B 108- News

¢ Primoris Services (PRIM): Operating primarily as a specialty contractor in the utilities and energy markets,
Primoris executes power delivery, communications, and pipeline work. (091 B 109+ News

¢ Needham & Co. notes that Primoris is increasingly positioning itself to capture Al-driven infrastructure
demand, specifically targeting utility-scale solar engineering, procurement, and construction (EPC) alongside

behind-the-meter gas-powered infrastructure to support massive data center power loads. [110]
110 « Needham & Co.

Heavy Civil and Transportation These firms specialize in the earth-moving, concrete, and structural elements of
public and private infrastructure.

¢ Granite Construction (GVA): Granite acts as a direct competitor in the heavy civil and transportation space,

focusing on large-scale public works, transportation programs, and civil water systems. 11 The company
has recently emphasized a shift toward best-value, risk-managed contracts to improve its margin stability.

(21 B 1117 B 112 News

* Tutor Perini (TPC): Tutor Perini competes directly in complex infrastructure and building projects across the
heavy civil space. [113] The firm typically bids on massive, high-profile public works, though it has occasionally

struggled with project delays and cost overruns compared to more specialized peers. 114 B 113
B 114+ News

Financial Profiles of Mapped Competitors The following table outlines the key financial metrics, margin profiles,
and valuation multiples for these major sub-industry players.
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Combany Name Ticke | Revenue EBITDA Enterprise EV/EBIT | P/E Market
pany r (FY0) Margin Value DA Ratio Cap
EMCOR Group EME | $16.98B 11.18% $31.99B 16.80x 25.81x $32.63B
MasTec Inc MTZ | $14.29B 7.80% $27.40B 19.47x 47.50x $24.93B
Comfort Systems | FIX $9.10B 16.00% $47.57B 26.02x 37.19x | $48.07B

USA

Primoris Services | PRIM | $§7.57B 6.64% $8.19B 14.95x 26.30x | $7.78B
Tutor Perini TPC $5.54B 5.08% $3.53B - - $3.82B
Granite GVA | $4.42B 10.05% $5.94B 10.26x 22.61x $5.13B
Construction

Source: Equity Screener - Filters: 2

Supplier Ecosystem: Who Sells to These Companies?

Infrastructure contractors rely heavily on a vast, localized supplier base to execute their projects. The supply chain
is broadly divided into two categories: heavy equipment and raw materials.

* Heavy Equipment and Maintenance: Site development contractors operate massive fleets of specialized
earth-moving machinery. To maintain and expand these fleets, contractors rely heavily on regional dealers
representing major original equipment manufacturers (OEMs) such as Caterpillar (Cat), Komatsu, and John

Deere. 119! Contractors also require an extensive supply of component parts, batteries, and dedicated field

maintenance services from these dealers to ensure their fleets remain operational seven days a week. [116]
115 116 « Expert Call

* Raw Materials: To complete heavy civil and concrete foundation work, companies procure immense volumes
of aggregates (crushed stone, sand, and gravel), cement, ready-mix concrete, liquid asphalt, steel, and lumber.
[117] Operations are also highly dependent on fuel suppliers for diesel and natural gas to power heavy
machinery. 18] g 117 118 + ARS

Core Operations: What Do These Companies Do?

At a granular level, these firms provide the critical early-stage physical preparation for massive developments. E-
Infrastructure companies execute land clearing, grubbing, drilling, blasting, and dynamic soil stabilization to

prepare complex topographies for vertical construction. [119] Following the dirt work, specialty mechanical and
electrical divisions design, install, and maintain the highly complex power distribution grids, thermal cooling

networks, and dry conduit utilities required to run mission-critical facilities. [120] B 119 OneDrive 120 + ARS
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Major Strategic Moves in the Market

The infrastructure market has seen aggressive strategic repositioning as companies align themselves with
secular growth drivers.

¢ Leadership Bench Deepening: As companies pivot from traditional contracting to high-margin specialized
services, they are revamping their executive teams to manage increasing complexity. For example, Sterling
Infrastructure recently overhauled its C-suite by hiring a new Chief Financial Officer with direct infrastructure
M&A expertise from Dycom Industries, alongside a new Chief Operating Officer with an electrical utility

background from Quanta Services. (211 B 121 - OneDrive

¢ Geographic Expansion: Firms are actively deploying assets to follow their hyperscaler clients into emerging
data center hubs. Market leaders are attacking the booming Texas ecosystem from multiple regional fronts,
while concurrently staging equipment and resources to prepare for a massive wave of projects expected to

launch in the Pacific Northwest by 2026 and 2027. ['221 B 122 - oneDrive

¢ Service Integration and Divestitures: To maximize value capture, contractors are abandoning low-margin
legacy businesses. Sterling, for instance, is deliberately downsizing its traditional low-bid heavy highway
operations in Texas to reallocate its fungible heavy equipment and skilled operators toward higher-margin site
development projects. [123] Simultaneously, players are using M&A to bolt on new capabilities, treating
adjacent electrical and mechanical services as a "fourth leg" to completely vertically integrate their site
preparation offerings. 125111241 B 123.0neprive B 125 B 126 - OneDrive

9 Jan - Sterling Infrastructure, Inc. | STRL: IR Presentation >
Timeline of Sterling Infrastructure's strategic acquisitions and service integration
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Terminology

The specialty infrastructure and heavy civil construction sectors utilize specific terminology that blends
engineering jargon with strategic contracting concepts. The following glossary defines essential acronyms,
technical terms, and industry-specific concepts necessary for understanding Sterling Infrastructure's operational

ecosystem.

Market and Strategic Concepts

¢ E-Infrastructure: A specialized segment of the construction market focused on advanced, large-scale site

development and mission-critical electrical services. ['28] These services are primarily deployed for data
centers, semiconductor fabrication plants, e-commerce distribution centers, and power generation facilities.

[129] B 128 B 129-ARS

* Hyperscalers: Massive technology and cloud computing giants (such as Amazon, Alphabet, and Meta) that

deploy hundreds of billions of dollars to build out large-scale data center campuses. [130] These entities
dictate the pace of Al infrastructure development and are the primary drivers of advanced power and

networking demand. [131] 130 131 - Sidoti & Company

¢ Mission-Critical: High-stakes construction projects where adherence to schedule and absolute reliability are
prioritized over the lowest bid price. [132] 132 - Sidoti & Company

* Mission-Critical (cont.): Delays on mission-critical sites, such as data centers, can cause severe cascading
effects, meaning the cost of a delayed opening far outweighs the premium paid for a reliable contractor. [133]
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133 - Sidoti Research

¢ Fungibility of Assets: The operational flexibility to seamlessly pivot heavy equipment fleets and site
preparation expertise across different end-markets. [134] For example, earth-moving assets can be easily
shifted from an e-commerce warehouse project to a semiconductor fabrication plant without the need to
retool core capabilities. [135] B 134-oneprive B 135 - OneDrive

Project Delivery and Contracting Models

¢ Design-Build (Alternative Delivery): A project delivery method where the state or owner provides a set of
parameters, and the contractor takes responsibility for designing the entire project and then building it. [136]
This method transfers the design risk from the owner to the contractor, which typically yields significantly
higher profit margins for the builder. [1371 = 136 137 + Expert Call

¢ Integrated Project Delivery (IPD): An evolving, holistic contracting philosophy designed to replace traditional

design-bid-build models. [138] |pp integrates the client, designers, and contractors into a single collaborative
team to share project risks and accountability from day one, helping to eliminate the "blame game" when

issues arise. [139] [ 138 139 « Expert Call

¢ Fast-Track Projects: A schedule-driven construction approach common in e-infrastructure, where early

physical work (like excavation) begins before the final design is completely finalized. ['40] While this
accelerates delivery to meet urgent client demands, it requires careful management to avoid delays caused by

subsequent design changes. [141 & 140 141 « Expert Call

¢ Low-Bid Contracting: The traditional procurement method for heavy highway and public works projects,
where contracts are awarded almost exclusively to the firm offering the lowest price. [142] Sterling has

strategically pivoted away from this highly competitive, low-margin model over the past decade. [143] B 142
143+ 10K

Technical Construction Terms

* Site Preparation (Site Development): The foundational early-phase civil work required before vertical
structures can be built. ['44 This encompasses earthwork grading, clearing and grubbing, leveling topography,
drilling, blasting, and installing underground utilities. [14% = 144 145 - Sidoti & Company

¢ Clearing and Grubbing: The initial step in site preparation involving the scraping and removal of organic
matter, trees, and brush to create a level, ready site for foundation work. 146! = 146 - Expert Call

* Heavy Civil / Heavy Highway: A construction sector dedicated to large-scale public infrastructure, including
roads, bridges, airports, ports, and storm drainage systems. [147] B 147 - ARS

¢ Piling and Shoring: Specialized structural operations involving deep foundations and earth retention systems.
[148] This work is considered highly dangerous but carries high profit margins, and is essential for large
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highway bridges and industrial facilities. 149 © 148 149 + Expert Call

e BIM (Building Information Modeling): Advanced digital 3D modeling technology utilized by engineering and
construction teams to map out complex structures. [150] B|M is essential for fast-track projects because it

allows contractors to catch physical clashes in the design before physical construction begins on site. [151]
150 151 « Expert Call
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Inflation in Costs"
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[100] BMO Capital Markets « 08 Dec 25 * "BMO Research Today - December 8, 2025
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[124] [124] Investor Presentation « Sterling Infrastructure Inc « 09 Jan 26 - "Sterling Infrastructure, Inc. | STRL: IR Presentation"
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[135] OneDrive « Sterling Infrastructure Inc * 30 Mar 26 « "STRL, William Blair 45th Annual Growth Stock Conference Transcript (2025.06.03).pdf"
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[146] Expert Call - Sterling Infrastructure Inc + 05 Nov 20 * "Former Director at Lennar Believes Skilled Labor and Reliable Contractors Are Key in Housing
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Legal Notices

This content was generated using Al and may contain errors, ambiguities, or outdated information.
AlphaSense does not guarantee the accuracy or completeness of this content.

Users assume full responsibility for any use of or reliance upon any content contained in the service.
Users should independently validate all information before using or relying on it.

This content does not reflect the views or opinions of AlphaSense or any of its personnel and does not
constitute legal, investment, or other professional advice.

This content is proprietary and protected under copyright and other intellectual property laws. No part
of this content may be used in connection with any language models or generative Al systems outside
of AlphaSense. Any unauthorized use, including but not limited to the training or fine-tuning of any
language models or other Al models, is strictly prohibited.
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