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1. Investment Summary

Framing: Itron is evolving from an advanced metering infrastructure (AMI) hardware cycle
supplier into a broader “grid-edge” operating logistics and data company with a SAAS operating
model. The key value question is whether Itron can compound recurring Outcomes economics
on top of a large endpoint base, while using workflow and resiliency software to reduce
deployment friction and timing issues while expanding market share.

Thesis pillars:

e Structural grid and water modernization spend: utilities must replace aging infrastructure
and manage new load complexity (data centers, electrification).

e Backlog and execution: elevated backlog provides multi-year revenue visibility; the swing
factor is deployment timing and margin differential between product segments

e Qutcomes + recurring revenue: expand recurring monetization via attach-rate of outcomes
business segment and average revenue per unit (ARPU) growth; acquisitions and workflow
products can pull-through adoption and reduce churn.

What to watch (leading indicators):

e Bookings / 12-month backlog / book-to-bill.

e Qutcomes growth and any recurring/ARR disclosures.

e Gross margin trend.

e Operating cash flow and working-capital levels.

e Endpoint under management growth and monetization per endpoint.

N

. Industry Context and Landscape

The grid modernization narrative is now anchored in reliability and execution constraints, not
just long-term energy transition goals. Rising load growth, aging distribution assets, and the
need for operational resilience are pushing utilities toward: improved observability at the grid
edge, faster interconnection and capital project delivery, and analytics/automation.

Key industry dynamics:

e High AMI penetration in the U.S. shifts the value pool from first-time installs to
replacement/upgrade cycles and software/managed outcomes monetization.

e Execution bottlenecks with labor, permitting, and integration while increasing the value of
vendors that reduce time-to-value and improve field-to-office data quality.

e Al adoption is widespread, but data readiness and operationalization are limiting factors
raising the bar for measurable ROI and workflow integration.



Competitive landscape:

e Endpoints and metering: competition focuses on total cost of ownership, security,
interoperability, and delivery risk.

e Networks: RF mesh vs cellular economics, security posture, and lifecycle O&M,; utilities want
predictable performance and vendor accountability.

e Software/analytics: fragmented ecosystem, great companies provide integrated workflows
and defensible ROI (loss reduction, outage performance, voltage optimization, water
conservation, etc.).

3. Company Overview and Strategy

Itron’s business can be understood as a layered stack: Devices create the installed base,
Networks connect it, and Outcomes monetize it over time. The strategic objective is to increase
the share of recurring and higher-margin revenue by expanding software, managed services,
and workflow offerings.

Segment role in the economic model:

e Device Solutions: installed-base creation; treat as throughput with pricing, inventory
turnover, mix pressure risks.

e Networked Solutions: connectivity + deployments; often the margin engine; sensitive to
project timing and competitive pricing. This is the bulk of the business for now.

e Qutcomes: software/managed services/analytics; primary lever for recurring mix, margin
expansion, and valuation multiple lift. This is where | believe the company becomes a SAAS
company and less of a utility accessory company.

Strategic nuance: with mature AMI penetration, the next phase is “AMI 2.0” (replacement +
intelligence). This increases the importance of attach-rate (how many device/network
customers adopt Outcomes) and ARPU (how much value is sold per endpoint/customer).

4. Unit Economics: Endpoints Under Management, Attach, and ARPU

A differentiated model should decompose Outcomes growth into endpoint base expansion
(EUM), attach-rate expansion, and ARPU expansion. This creates clearer scenario discipline than
a single “Outcomes growth %” line.

Recommended decomposition:

e EUM growth: driven by deployments (electric, water, gas) and geography mix.

e Attach-rate: % of connected endpoints/customers buying Outcomes modules and/or
managed offerings; should improve with bundling and platform breadth.

e ARPU: S per endpoint per year; expands with module mix, analytics maturity, and workflow
adoption.



Modeling guidance:

e EUM growth: mid-single digits in mature regions; potentially higher in water/international
depending on contract wins.

e Attach-rate: gradual +150-250 bps per year for several years if cross-sell and bundling are
working; slower if utilities standardize elsewhere.

e ARPU: low-to-mid single digit uplift from pricing and module mix; step-ups possible if Al-
driven automation moves from pilots to embedded operations.

Endpoints Under Management
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5. M&A

If Itron wants to keep moving up the value chain, the best M&A isn’t “more meters” it’s
software that sits where utilities feel pain every day: getting work done faster, safer, and with
cleaner data. Locusview is a good tell because it’s not about measuring the grid, it’s about
executing grid build-out (digital construction management for gas/electric utilities), which is the
part of the capex cycle most likely to bottleneck when labor and permitting get tight. If Itron can
pair “measurement + network + analytics” with “build + closeout + asset record integrity,” it
becomes harder to rip out and easier to expand wallet share over time.

A few realistic next targets that fit this thesis:

e TaKaDu: water “central event management” analytics. Strong fit to Itron’s water AMI.
e OverlT: Field service management for linear asset industries. Strong “field execution”
adjacency.



e AiDASH: Vegetation and wildfire risk intelligence directly complementary to storm response
tooling

Synergy logic: Raise Outcomes ARPU by bundling event detection and workflow execution into
AMI deployments, reduce churn by embedding Itron into the utility’s operational and
compliance workflow, and shorten implementation timelines which can pull backlog conversion
forward and lift margins.

5. Financial Outlook and Valuation Approach

The company is on great financial footing with a stock price that was plagued on October 30" by
a timing of revenue issue. Itron showed margin expansion and op-ex discipline in a shrinking
revenue quarter due to deployment timing and revenue recognition policies and accounting
practices. This is normal in the utilities space and provides an opportunity to buy the stock at a
discount.

Key Financial Highlights:

e Gross Margin Expansion: The company improved its gross margin since 2022 by 480bps and
looks to continue doing so. This will continue to improve with a push for a higher attach rate
from their outcomes business segment driving a stickier revenue base in a higher margin
business segment

e FCF Margin Expansion: Similar story to gross margin expansion above with a doubling of FCF
margin from 2022 to mid-2025

e Working Capital Management: The company needs to focus on operating cash flow and
working-capital normalization; ensuring FCF is not solely timing-driven. This can be also
improved by great outcomes business segment revenue.

Itron Gross Margin Expansion
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Itron FCF Margin Expansion
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6. Catalysts and Risks
Catalysts (12—24 months):

e Bookings re-acceleration and improving book-to-bill especially in Networked and Outcomes.

e Evidence of Outcomes attach-rate expansion with recurring growth, larger multi-product
deals, improved retention.

e Backlog conversion and deployment timing clarity through project milestones, supply
constraints easing.

e Integration milestones and cross-sell traction from workflow/resiliency acquisitions.

Risks:

e Deployment timing slippage due to labor, permitting, customer readiness pushing revenue
rightward despite demand.

e  Pricing pressure / commoditization in endpoints and networking at refresh cycles.

e Qutcomes attach stalls due to competing platforms, ROl skepticism, or regulatory recovery
constraints.

e Cyber security incidents or compliance issues impacting adoption and cost structure.

e Acquisition integration risk leading to distraction or lack of revenue synergy.



