PFAS: THE RISKS, OPPORTUNITIES, AND

AN AUSTRALIAN COMPANY TO WATCH

| recently returned from the USA, spending a week travelling
across five states from the West Coast to the East Coast and
seeing over 25 companies. The purpose of these trips is to gain
insights relevant to portfolio holdings, validate (or invalidate)
investment theses, and to generate new investment ideas.
Despite being a short but hectic trip, the insights gleaned from
this trip made it incredibly worthwhile.

James Nguyen
Portfolio Manager

Previously | have written about the health risk of Per- and Polyfluoroalkyl
Substances (PFAS). This trip | had the chance to delve deeper into the PFAS issues
facing the USA and explore the opportunities for companies with a solution. A key
conclusion is that for those with the right technology and strategy, the
opportunities are immense. To us, portfolio company SciDev (SDV.ASX) is perfectly
placed to make a material impact in this market which, if executed correctly, could
lead to it being a multiple of its current market capitalization. This opportunity is
why we believe SciDev is one of the most exciting names in our portfolio.

PFAS recap

As a reminder, PFAS are the group of over 4,000 man-made chemicals most
commonly found in clothing, cookware and fire-fighting foam. PFAS have been
described as “forever chemicals” because they do not degrade naturally in the
environment. The issue is that the production and use of PFAS has led to
widespread environmental contamination and raised significant concerns about
their potential risks to human health (including liver and immune system damage
and some cancers).

As a result, in the USA, the Environmental Protection Agency (USA) has proposed
strict limits on two types of common PFAS, namely Perfluorooctanoic and
Perfluorooctane sulfonate. Similar regulations are being considered or
implemented worldwide, including in Australia.

In addition to regulatory standards, PFAS manufacturers have recently agreed to
large settlements as an implicit admission to the harm caused by PFAS
contamination. These include settlement of US$10.3bn from 3M and US$1.18bn
fromm DuPont de Nemours Inc. Speaking to one PFAS industry expert, it is clear
that the total compensation from PFAS manufacturers could rival settlements
paid by tobacco companies.
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The Opportunities

As part of this trip, | was fortunate to spend time with the CFO of Montrose, a
leading US environmental engineering group at the forefront of solving PFAS
problems. Discussions with Montrose confirmed our view that the PFAS
opportunity is immense, with Montrose believing it is a US$200bn-$250bn total
addressable market (TAM) over the next 10 years in the US alone. The TAM can be
broken into 3 segments, namely (i) consulting, (ii) testing, and (iii) remediation.
Montrose currently generates around $100m of revenue from PFAS, of which 5% is
from consulting, 15% is from testing, and 80% is from remediation. Unsurprisingly,
Montrose believes the largest TAM and greatest growth opportunity is in the
remediation segment.

Why is this important? Currently, large cap Australian investors looking to gain
exposure to the PFAS opportunity have been focused on ALS Holdings (ALQ.ASX).
In our humble view, seeking exposure to PFAS through ALQ is a large stretch, with
only c2% of ALQ's current revenue derived from PFAS. In addition, while ALQ is a
very good business, its exposure to PFAS is through testing, which is a much
smaller component of the value chain and one where growth will be much lower
compared to remediation.

The Advantages of Small Cap Investing and a Company Called SciDev

Whereas large cap investing is generally confined to the 200 largest stocks in the
ASX, small caps give investors exposure to hundreds if not thousands of different
companies (and thus opportunities). In addition, many smaller companies
specialise in a certain niche, providing investors an opportunity to invest in
companies that are more leveraged to a certain theme, rather than being diluted
through diversification of earnings. The ALS Holdings example highlights the
diluted exposure for large cap investors wanting to gain exposure to the PFAS
opportunities.

This brings us to SciDev, an environmental solutions business that is focused on
water-intensive industries. SciDev provides water treatment solutions for the
mining and mineral processing industries, as well as friction reduction capabilities
for the oil and gas industry. The end result of SciDeV's products is to reduce the
usage of fresh water, improve the operational performmance of mines and oil wells,
remediate historical contamination, and generally to reduce the environmental
footprint of these heavy industries.

In addition to its core business, through its 2021 acquisition of Haldon Industries,
SciDev gained the knowledge and expertise to treat PFAS in contaminated water.
The importance and potential of this business unit for SciDeV's future is evidenced
by the fact that Sean Halpin, the co-founder of Haldon, is now the group CEO.
Having met Sean multiple times, we are highly impressed with his expert technical
knowledge in the industry, his passion and drive for the business, and his vision for
SciDev in the long term.

Essentially, Haldon/SciDev has developed an ion-exchange process to remove
PFAS fromn contaminated water. This process involves the use of an activated resin
that fixes itself to the PFAS, thus allowing for the removal of the contaminant. In
addition, the ion-exchange resin is regenerable, reducing resin requirements and
costs. An added benefit of ion-exchange is that it is multiple times more effective
at removing PFAS than the current industry standard of granular activated carbon.

To date in Australia, through this ion-exchange method, SciDev has treated more
than 7 billion litres of water contaminated by PFAS to 0.23 parts per trillion (ppt) —
the non-detectable level - making it a world leader in terms of volume of water
treated. To our knowledge, only Montrose has treated more PFAS contaminated
water than SciDev using the regenerable ion-exchange process, which is the most
effective form of treatment.

As a result of SciDeV's leading technology, the Water Technology division now
represents 25% of group revenue, with PFAS treatment making up 50% of the
Water Technology division. It is our expectation that the Water Technologies
business will be more than 50% of group revenues in four years, implying high
double-digit annual growth. Despite having treated over 7 billion litres of water in
Australia, the company has only just started the process of building out its US
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PFAS business, with the hire of a US-based executive to lead the strategy.
Adjusting for a population 9x the size of Australia, it's clear that the opportunities
in the US is multiple times larger than in Australia, since drinking water in the US is
mainly generated from underground sources (and thus at higher risk of
contamination), whereas in Australia the primary source of drinking water is rain
water.

While our initial investment in SciDev was at much lower prices, we believe
the current share price only reflects fair value for the current core business. In
our view, SciDev’'s much smaller Water Technologies business has the
potential to be multiple times larger than SciDev’s current business. We
continue to be excited by the growth runway for SciDev and expect them to
execute on the immense opportunities ahead.

Contact us

Call : +612 8072 6300
Email : sales.au@yarracm.com

Level 11, Macquarie House
167 Macquarie Street
Sydney NSW 2000

@ A trip to the US: PFAS contamination is a global issue

Important information:

Yarra Funds Management Limited (ABN 63 005 885 567, AFSL 230 257) ('YFM') is the issuer and responsible
entity of a range of registered managed investment schemes. YFM is not licensed to provide personal
financial product advice to retail clients. The information provided contains general financial product advice
only. The advice has been prepared without taking into account your personal objectives, financial situation
or particular needs. Therefore, before acting on any advice, you should consider the appropriateness of the
advice in light of your own or your client's objectives, financial situation or needs. Prior to investing in any of
the Funds, you should obtain and consider the product disclosure statement (‘PDS’) and target market
determination (‘TMD’) for the relevant Fund by contacting our Investor Services team on 1800 034 494 or
from our website at www.yarracm.com/pdsupdates/. The information set out has been prepared in good
faith and while Yarra Funds Management Limited and its related bodies corporate (together, the “Yarra
Capital Management Group”) reasonably believe the information and opinions to be current, accurate, or
reasonably held at the time of publication, to the maximum extent permitted by law, the Yarra Capital
Management Group: (a) makes no warranty as to the content’s accuracy or reliability; and (b) accepts no
liability for any direct or indirect loss or damage arising from any errors, omissions, or information that is not
up to date. No part of this material may, without the Yarra Capital Management Group'’s prior written
consent be copied, photocopied, duplicated, adapted, linked to or used to create derivative works in any
form by any means.

YFM manages the Fund and will receive fees as set out in the PDS. To the extent that any content set out in
this document discusses market activity, macroeconomic views, industry or sector trends, such statements
should be construed as general advice only. Any references to specific securities are not intended to be a
recommendation to buy, sell, or hold such securities. Past performance is not an indication of, and does not
guarantee, future performance. Information about the Fund, including the relevant PDS, should not be
construed as an offer to any jurisdiction other than in Australia. With the exception of some Funds that may
be offered in New Zealand from time to time (as disclosed in the relevant PDS), we will not accept
applications from any person who is not resident in Australia or New Zealand. The Fund is not intended to
be sold to any US Persons as defined in Regulation S of the US federal securities laws and has not been
registered under the U.S. Securities Act of 1933, as amended.

References to indices, benchmarks or other measures of relative market performance over a specified
period of time are provided for your information only and do not imply that the portfolio will achieve similar
results. Holdings may change by the time you receive this report. Future portfolio holdings may not be
profitable. The information should not be deemed representative of future characteristics for the strategy.
There can be no assurance that any targets stated in this document can be achieved. Please be advised
that any targets shown are subject to change at any time and are current as of the date of this document
only. Targets are objectives and should not be construed as providing any assurance or guarantee as to the
results that may be realized in the future from investments in any asset or asset class described herein. If
any of the assumptions used do not prove to be true, results may vary substantially. These targets are being
shown for informational purposes only.

© Yarra Capital Management, 2024.
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