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Full Legal Disclaimer

This research presentation expresses our research opinions. Spruce Point Capital Management LLC (“SPCM”) is a practitioner of an investment approach known as research activism.  Investments, such as LMB,  are selected 
based on SPCM’s belief that the market’s consensus view of a security is materially misguided. Once such an investment has been identified, detailed diligence is conducted and documented in a research presentation, 
report or letter to be later shared with the public. Once the research report is released, market participants are anticipated to review the merits of the arguments.  The report is intended to contribute to market discourse 
and inform investor sentiment, which informs trading decisions and reflects in market pricing.  You should assume that as of the publication date of any presentation, report, or letter, SPCM (possibly along with or through 
our members, partners, affiliates, employees, and/or consultants) along with our subscribers and clients have a material short position in all stocks (and are long/short combinations of puts and calls on the stock) covered 
herein, including without limitation Limbach Holdings, Inc. (“LMB”) and therefore stand to realize significant gains in the event that the price declines. Following publication of any presentation, report or letter, we intend to 
continue transacting in the securities covered therein (including but not limited to reducing or exiting our position), and we may be long, short, or neutral at any time hereafter regardless of our initial recommendation. All 
expressions of opinion are subject to change without notice, and SPCM does not undertake to update this report or any information contained herein.  SPCM, subscribers and/or consultants shall have no obligation to 
inform any investor or viewer of this report about their historical, current, and future trading activities.

In order to manage risk, we may close open positions as we deem prudent. We do not provide “price targets”, although we may express our opinion of what the security is worth. An opinion of the value of a security differs 
from a price target in that we do not purport to have any insight as to how the market as a whole might value a security – we can only speak for how we, ourselves, view its value. We therefore do not hold a position until it 
reaches a certain price target, nor do we hold positions until they reach the price at which we have expressed a valuation opinion. There are numerous factors that enter into investment decisions aside from opinions of the 
value of the security, including without limitation, the borrow cost of a shorted security, the potential for a “short squeeze”, prudent risk sizing relative to capital and volatility, reduced information asymmetry, the 
opportunity cost of capital, client expectations, and the ability to hedge market risk, among other things. Therefore, you should assume that upon publication of this report, we will, or have begun to, close a substantial 
portion – possibly the entirety – of our positions in the covered issuer’s securities. 

This research presentation expresses our research opinions, which we have based upon interpretation of certain facts and observations, all of which are based upon publicly available information, and all of which are set out 
in this research presentation. Any investment involves substantial risks, including complete loss of capital. There can be no assurance that any statement, information, projection, estimate, or assumption made reference to 
directly or indirectly in this presentation will be realized or accurate. Any forecasts, estimates, and examples are for illustrative purposes only and should not be taken as limitations of the minimum or maximum possible 
loss, gain, or outcome. Any information contained in this report may include forward looking statements, expectations, pro forma analyses, estimates, and projections. You should assume these types of statements, 
expectations, pro forma analyses, estimates, and projections may turn out to be incorrect for reasons beyond Spruce Point Capital Management LLC’s control. This is not investment or accounting advice nor should it be 
construed as such. Use of Spruce Point Capital Management LLC’s research is at your own risk. You should do your own research and due diligence, with assistance from professional financial, legal and tax experts, before 
making any investment decision with respect to securities covered herein. All figures assumed to be in US Dollars, unless specified otherwise. 

To the best of our ability and belief, as of the date hereof, all information contained herein is accurate and reliable and does not omit to state material facts necessary to make the statements herein not misleading, and all 
information has been obtained from public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or who may otherwise owe any fiduciary duty or duty of 
confidentiality to the issuer, or to any other person or entity that was breached by the transmission of information to Spruce Point Capital Management LLC. However, Spruce Point Capital Management LLC recognizes that 
there may be non-public information in the possession of LMB or other insiders of LMB that has not been publicly disclosed by LMB. Therefore, such information contained herein is presented “as is,” without warranty of 
any kind – whether express or implied. Spruce Point Capital Management LLC makes no other representations, express or implied, as to the accuracy, timeliness, or completeness of any such information or with regard to 
the results to be obtained from its use. Spruce Point frequently speaks with industry experts and former employees of companies we evaluate and have written research reports on whom we believe are reliable sources of 
information and opinions. However, we cannot and do not provide any representations or warranties with respect to the accuracy, completeness, or interpretation of the information or opinions they have provided to us. 
The quotations used in our research reports do not reflect all information or opinions they have shared with us, including, without limitation, certain positive comments and experiences with respect to the companies 
researched. In addition, the experts have typically received compensation for their conversations with us and may have conflicts of interest or other biases, which may give them an incentive to provide us with inaccurate, 
incomplete or otherwise prejudiced opinions or information. Former employees that we speak with are by definition separated from the company and thus the information or opinions they have provided may be outdated. 
All experts agreed, both in writing and orally, to not provide any material nonpublic information or any information that they are obligated to keep confidential, and that their service as a consultant or their participation in 
our research calls does not violate any confidentiality agreement or other obligation they have with their employer or any person or entity. The quotations of experts and former employees used in research conducted by 
Spruce Point Capital Management LLC and conversations with such former employees and experts may be paraphrased, truncated, and/or summarized solely at our discretion, and do not always represent a precise 
transcript of those conversations. 

This report’s estimated fundamental value only represents a best efforts estimate of the potential fundamental valuation of a specific security, and is not expressed as, or implied as, assessments of the quality of a security, 
a summary of past performance, or an actionable investment strategy for an investor. This is not an offer to sell or a solicitation of an offer to buy any security, nor shall any security be offered or sold to any person, in any 
jurisdiction in which such offer would be unlawful under the securities laws of such jurisdiction. Spruce Point Capital Management LLC is registered with the SEC as an investment advisor. However, you should not assume 
that any discussion or information contained in this presentation serves as the receipt of personalized investment advice from Spruce Point Capital Management LLC. Spruce Point Capital Management LLC is not registered 
as a broker/dealer or accounting firm. 

All rights reserved. This document may not be reproduced or disseminated in whole or in part without the prior written consent of Spruce Point Capital Management LLC
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Spruce Point Has A Track Record With Short 
Activism On Low-Quality Industrial Roll-Ups

Report NYSE: GNRC | 6/22/2022 NYSE: MTD | 7/24/2019 NYSE: XPO | 12/13/2018 NASDAQ: USCR | 5/17/2018

Enterprise 

Value
$15.7 billion $21.8 billion $13.1 billion $1.7 billion

Company 

Promotion

Leader in home standby power 

generation and alternative energies

Best of breed weights, test and 

measurement equipment company 

with superior margins and an ability 

to never miss Wall St. EPS targets

Leading logistics and transportation 

roll-up that operates as a highly 

integrated network of people, 

technology and physical assets. 

Has the capacity to spend up to 

$8bn for a mega-deal. 

An effective roll-up acquirer of 

ready-mix concrete assets.

Our Criticism

To deflect from growing core 

challenges in its power generator 

business, we believe Generac

is trying to position itself as a new 

clean energy play to buff its ESG 

and transparency image. However, 

our review of its recent M&A roll-up

activity to expand its core and clean 

energy efforts reveal a host of 

serious concerns. 

Concerns about the CEO’s 

biographical statements. Excessive 

cost capitalization from a 12 year 

“Blue Ocean” ERP implementation.

Unusual corporate structure that 

omits product level margin 

discussion. Closeness of 

management with its auditor, PwC. 

Financial strains being signaled 

and anomalies in China. Extreme 

valuation with price 14% over the

average analyst price target.

XPO’s financials should be viewed

cautiously as a result of aggressive

accounting assumptions, from a 

CEO known for aggressive roll-up 

strategies. The Board is not best 

suited to oversee the strategy, and 

the stock is a Wall St. darling 

poised to disappoint as its fragile 

financial condition becomes 

evident.

The Company’s acquisition strategy 

is showing signs of financial strain 

including challenges with organic 

growth, questionable financial 

reporting to embellish results, rising 

leverage, CFO and management 

turnover. Peak valuation makes 

owning shares a poor risk reward. 

We estimated downside risk of 

60%-90%.

Successful 

Outcome

Generac’s shares have fallen as 

much as 60% since our report. 

Generac’s largest solar distributor 

filed a lawsuit alleging it covered-up 

defective products. The Company’s 

COO resigned. Generac issued 

preliminary financial results that 

blind-sided investors with a slow 

down in growth. Generac disclosed 

it received a subpoena related to a

grand jury investigation.

Mettler’s Q2 2019 missed sales 

estimates by the widest margin in 

years, and initial 2020 guidance 

issued in Q3 2019, missed 

estimates with lower sales and 

earnings growth. Management 

failed to address any of the issues 

identified by Spruce Point. By 

December 2020, Mettler 

announced a CEO transition plan. 

XPO’s shares fell by as much as 

25% following the report. The 

Company would go on to cut its 

guidance and miss financial 

targets. Its COO was terminated 

after XPO lost a substantial 

customer, believed to be Amazon. 

XPO’s mega-deal never 

materialized, and instead it 

tempered its growth strategy by 

turning to levered share 

repurchases and a reorganization.

USCR’s share price contracted by -

55% in the subsequent quarter as 

financial pressures which we 

highlighted emerged, results trailed 

expectations and investors were 

disappointed. USCR was acquired 

more than three years later on June 

7, 2021, for $74 per share, during 

which time the stock vastly 

underperformed the Dow Jones 

Industrial Index by approximately 

23%.

The recommendations shown above are not intended to be exhaustive or represent investment returns following Spruce Point’s research campaigns. A full list of all recommendations made over the past twelve 

months can be found on our website.

https://www.sprucepointcap.com/research/generac-holdings-inc
https://www.sprucepointcap.com/research/mettler-toledo-international-inc
https://www.sprucepointcap.com/research/xpo-logistics-inc
https://www.sprucepointcap.com/research/u-s-concrete-inc
https://www.wral.com/generac-sued-over-issue-that-led-to-pink-energy-closure/20560927/
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001474735/000143774922024034/gnrc20221012_8k.htm
https://www.sec.gov/Archives/edgar/data/1474735/000143774922024347/ex_433428.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001474735/000143774922026207/gnrc20220930_10q.htm
https://www.prnewswire.com/news-releases/mettler-toledo-international-inc-announces-ceo-transition-301193519.html
https://www.sec.gov/Archives/edgar/data/1166003/000119312518347421/d664043d8k.htm
https://www.sec.gov/Archives/edgar/data/1166003/000119312518347421/d664043d8k.htm
https://www.sec.gov/Archives/edgar/data/1166003/000116600319000023/form8k31119.htm
https://www.reuters.com/article/us-xpo-logistics-amazon-com/xpo-logistics-top-customer-pulls-back-amazon-suspected-idUSKCN1Q425V/
https://www.bloomberg.com/news/articles/2019-02-19/xpo-s-billionaire-dealmaker-hits-m-a-brakes-turns-to-buybacks
https://investors.xpo.com/news-releases/news-release-details/xpo-completes-spin-rxo
https://ir.vulcanmaterials.com/news/news-details/2021/Vulcan-To-Acquire-U.S.-Concrete-06-07-2021/default.aspx
https://www.sprucepointcap.com/
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Spruce Point Issues “Strong Sell” Opinion On 
Limbach Holdings, Inc. (NASDAQ: LMB) 
Sees 20% - 50% Potential Downside Risk

After conducting a forensic review of Limbach Holdings, Inc. (Nasdaq: LMB or “the Company”), a building 

systems solutions firm specializing in mechanical, electrical, plumbing, HVAC, and controls infrastructure for 

commercial, institutional, and industrial facilities, Spruce Point has developed concerns over the Company’s 

aggressive accounting practices, several connections to high-profile actual and alleged fraud cases (e.g. an 

Enron spin-off, Qwest Communications, and Granite Construction) among its board, and its CFO who was 

previously sued over an alleged breach of fiduciary duty. We also observe decelerating organic growth in the 

Company’s Owner Direct Relationships (“ODR”) segment, the key growth driver for the Company, and highlight 

why we believe the Company’s measures of Adj. EBITDA and free cash flow are overstated by 13% and 200%, 

respectively, over the last-twelve months, raising questions about the sustainability of its growth strategy.  

We also believe the market is overlooking increased competition from private equity-backed platforms, which 

we view as better equipped than industry incumbents to consolidate the industry and leverage technology to 

scale operations, drive margin expansion, and win market share. Building system OEMs like Johnson Controls 

(NYSE: JCI), Trane Technologies (NYSE: TT), and Honeywell (Nasdaq: HON) have also shown their interest in 

growing their service and solutions offerings, either through acquisitions or internal investments, placing them in 

direct competition with service providers like Limbach. 

Limbach’s Evolution Towards Service-Focused Provider

Limbach traces its origins back to 1901 to a one-person sheet metal roofing company. Limbach took its modern 

form when it became a public company in 2016 through a SPAC merger with 1347 Capital Corp. Historically, 

Limbach operated as a mechanical contractor focused on large, design-build construction projects; this 

business comprises what is now known as Limbach’s General Contractor Relationship’s (“GCR”) segment. This 

business tends to be capital-intensive, low-margin, and prone to working capital volatility. Following operational 

challenges and margin pressure, management began shifting focus around 2019 toward the Owner Direct 

Relationships (“ODR”) segment, which is primarily comprised of service, maintenance, and small project work, 

with the goal of increasing margin stability and developing recurring revenue streams. 
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Limbach’s Buying Spree

To support its shift toward an ODR-focused model, which now accounts for approximately 66% of revenue and 

75% of gross profit, Limbach pursued a series of acquisitions starting in late 2021. In total, the Company has 

spent nearly $165 million (inclusive of $22 million in potential earn-outs) to acquire companies generating nearly 

$260 million and $28 million in combined run-rate revenue and Adj. EBITDA, respectively. Despite this spending 

spree, Limbach’s LTM revenue is still $35 million lower than it was in 2020 as revenue declines in the GCR 

segment have more than offset the Company’s M&A transactions and organic growth in the ODR segment. 

ODR’s Organic Growth Appears To Slow to A Multi-Year Low

Following the Pioneer Power acquisition announced July 1, 2025, we believe Limbach will need to materially 

raise its 2025 revenue guidance to avoid multiple compression, as the lack of underlying organic growth would 

likely become more apparent to investors. The midpoint of Limbach’s current 2025 guidance implies ~20% y/y 

revenue growth. Assuming the GCR segment continues to decline at a mid-single-digit rate through year-end, 

this implies the ODR segment is expected to grow nearly 35% y/y through year-end to support the midpoint of 

2025 guidance. While this headline growth appears strong, it becomes far less impressive upon closer 

inspection. When adjusting for the contribution from Pioneer and other recent tuck-ins, it becomes clear that 

organic growth has materially decelerated. Our analysis of previous quarters indicates that organic growth 

sharply decelerating to the mid-single digits in the last two quarters, reinforcing our view that underlying 

momentum has softened. Unless revenue guidance is meaningfully revised upward alongside Q2 results, we 

see material risk that the market begins to question the quality of Limbach’s revenue growth. We adjusted 

management’s current outlook to exclude estimated contributions from recent acquisitions. In 2025, we estimate 

Limbach will realize over $40 million in incremental revenue from its 2024 acquisitions of Kent Island and 

Consolidated Mechanical and up to $60 million from Pioneer Power, which closed on 7/1/25 with a projected 

$120 million forward revenue run-rate. Based on Limbach’s current 2025 guidance, total company organic 

growth is effectively flat once acquisition contributions are stripped out, and organic growth in the ODR 

segment, Limbach’s primary growth engine, appears to have decelerated to the low-single digits. 

Executive Summary, Cont’d. 
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Limbach has leaned heavily on acquisitions to drive revenue growth. When isolating performance by excluding 

revenue from businesses acquired after initial annual guidance was issued, we estimate that Limbach has failed 

to meet the midpoint of its original revenue guidance in three of the past four years, and in two of those years, it 

missed even the low end. This pattern suggests that organic growth is weaker than management implies and 

that acquisitions may be masking underlying shortfalls. Heightening our concerns over Limbach’s reliance on 

acquisitions for revenue is the Company’s poor disclosure around organic vs. inorganic revenue contribution. 

For example, Limbach characterized its acquisitions of Kent Island and Consolidated Mechanical as immaterial 

to 2024 revenue but based on their acquisition dates and their projected forward run-rate revenue, we estimate 

the two businesses contributed approximately $12 million of revenue in 2024. Excluding their impact, we believe 

Limbach may have missed its initial revenue guidance and posted a ~2% year-over-year revenue decline. We 

hardly consider that to be an immaterial impact. 

Backlog Trends Also Suggest Weakening Momentum

To further illustrate what we believe is a deceleration in Limbach’s underlying growth momentum, we also 

analyzed the Company’s backlog. While total backlog at 2024 year-end was about $30 million higher than the 

prior year, the portion expected to convert to revenue in the next 12 months was nearly identical. As a result, 

backlog coverage, or the share of guidance supported by next-12-month backlog, has fallen from over 60% as 

recently as 2023 to just 48% in 2025. We believe this erosion in near-term backlog visibility reinforces the view 

that core momentum is softening and underscores the risk that management's guidance is increasingly reliant 

on not-yet-booked or acquired revenue. Limbach previously included a footnote in its financial statements 

indicating whether its existing backlog substantially covered forecasted revenue but removed that disclosure in 

Q1’25, supporting our view that backlog coverage has materially deteriorated.

Limbach’s Backlog Suggests Business Remains Transactional And Project Driven

Limbach’s management has heavily implied that a material portion of its ODR work is recurring in nature. 

However, we question the validity of this characterization given that less than half of the Company’s initial 2025 

revenue guidance is supported by its next-12-month backlog as of year-end 2024.

Executive Summary, Cont’d. 
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With visibility covering under six months of forward revenue, we believe the business more closely resembles a 

transactional, project-driven model than one built on recurring relationships. A 69% y/y increase in the amount 

of revenue linked to construction-type fixed-price contracts in 2024 also supports this thesis. As such, we 

believe any valuation premium tied to a recurring-revenue narrative appears difficult to justify. When compared 

to peers, Limbach has among the lowest next-twelve-month remaining performance obligations as a percentage 

of estimated next-twelve-month revenue. This could imply a weaker forward revenue base, shorter project 

durations, or less visibility into future revenue, potentially signaling elevated revenue risk relative to peers.

Recent Acquisitions Highlight Potentially Deteriorating Deal Discipline 

Kent Island: We are concerned by the exceptionally low gross profit thresholds tied to Kent Island’s earnout 

structure. In its first earnout period, Kent Island needs to achieve just an 11% gross margin, with the threshold 

falling to only 0.7% in the second year. Despite these minimal performance hurdles, the seller is eligible to 

receive up to $5 million in earnouts, far exceeding the $3.5 million in gross profit Kent Island would need to 

generate across the two-year earnout period. This structure raises serious concerns about Limbach’s deal 

discipline and suggests management may be prioritizing deal volume or optics over long-term value creation. 

Pioneer Power: We also highlight how Pioneer Power, Limbach’s most recent acquisition, stands out as by far 

the Company’s lowest EBITDA margin purchase at 8.3%, meaningfully below prior targets which had an 

average margin of 12.8%. This supports our view that Limbach is being pushed further down the quality curve in 

its M&A strategy or may be sandbagging expectations. As private equity activity in the sector has intensified, we 

believe many of the most attractive, high-margin available targets have likely already been acquired or would 

command a much higher multiple, leaving fewer compelling opportunities. Limbach’s pivot to lower-quality 

assets like Pioneer Power may indicate mounting pressure to sustain growth despite a shrinking pool of 

desirable targets. Q1’25 marked the lowest gross margin quarter for Limbach’s ODR segment since Q1’23. We 

see risk for further margin erosion considering Pioneer Power’s margins are well below Limbach’s pre-

acquisition margins. 

Executive Summary, Cont’d. 
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Removal Of Key Disclosures Raises Concerns

Limbach has removed several key disclosures from its earnings press releases and SEC filings over time. For 

instance, Limbach previously disclosed its contracted maintenance revenue base vs. pull-through revenue, or 

special projects/spot work that arise from the Company’s contracted maintenance relationships. We question why 

management ceased disclosing this figure in 2018, just as the Company was beginning its transformation in 

earnest to being an ODR-focused business. We also question why management hasn’t resumed disclosing this 

figure considering that the Company is now an ODR dominated business. Limbach previously disclosed its key 

customers, for both general contractors and its key owner-direct relationships. Limbach ceased this disclosure 

after its 2020 10-K. Limbach also previously disclosed having over 1,200 owner-direct customers. Over time, the 

Company removed the 'owner-direct' qualifier, later referring more broadly to having over 1,200 customers, before 

ultimately ceasing the disclosure entirely. Limbach’s removal of its key customer and customer count disclosures 

raises concerns about transparency, particularly as the Company has undergone a significant transformation to its 

revenue base in recent years. Limbach ceased disclosing “promised backlog” since Q3’20. 

Limbach’s Critical Audit Matter Reveals An Interesting Shift in 2024

Limbach recognizes revenue from two main sources: fixed-price construction contracts and time & materials 

service contracts. For fixed-price construction contracts, Limbach uses cost-to-cost accounting, which relies 

heavily on management estimates for final costs, completion percentages, labor productivity, subcontractor 

performance, etc. Historically, Limbach’s fixed-price construction revenue has equaled GCR segment revenue. 

However, Limbach’s 2024 critical audit matter revealed that construction-type revenue surged to over 80% of total 

revenue, up from just over 50% in 2023, implying that a meaningful portion of ODR revenue is now being booked 

under fixed-price contracts. This shift carries significant implications. ODR has traditionally been viewed as lower 

risk and more recurring, supported by time & materials billing that provides earnings stability and limits estimation 

risk. Moving fixed-price mechanics into ODR undermines this profile, exposing the segment to margin volatility 

and management subjectivity in cost forecasting. We believe this raises concerns around the quality and 

sustainability of reported ODR earnings.

Executive Summary, Cont’d. 



11

Gross Profit Write-Ups Drove A Material Portion Of Pre-Tax Earnings Growth In 2024

Occasionally, under the cost-to-cost method, management will need to update their estimates for projects in-

progress, resulting in gross profit write ups/(downs). We are concerned with the increase in gross profit write-

ups from contract estimate revisions in recent quarters and the outsized impacts these management decisions 

had on the Company’s reported earnings. For example, in 2024 Limbach saw $5.8 million in net gross profit 

write-ups, representing nearly 50% of the Company’s y/y increase in pre-tax earnings. The trend continued into 

Q1’25, when over 100% of year-over-year pre-tax earnings growth was driven by gross profit write-ups. 

Management has reduced disclosure on gross profit write-ups/(downs) over time, which we find concerning 

considering that gross profit write-ups can have a significant impact to earnings in certain periods.

We Believe Limbach’s Adj. EBITDA Reporting Is Overstated

To start, the Company excludes finance lease costs from its Adj. EBITDA calculation. Because finance lease 

costs are recorded on the income statement as amortization and interest expenses, both of which are added 

back to EBITDA, the costs of finance leases are effectively excluded, overstating the Company’s true economic 

earnings. Limbach’s finance leases are primarily tied to real estate, vehicles, and equipment, and thus are 

integral to the Company’s ongoing operations and must be appropriately considered. Limbach itself noted in its 

2024 10-K that "For the years ended December 31, 2024 and 2023, the Company obtained the use of various 

assets through operating and finance leases, which reduced the level of capital expenditures that would have 

otherwise been necessary to operate its business.” Between 2019 and 2024, these expenses totaled nearly $19 

million, making them a significant recurring expense. Limbach also makes the aggressive choice to add one-

time gains on property and equipment sales to its Adj. EBITDA calculation; these non-recurring gains added 

roughly $1 million to Limbach’s reported 2024 Adj. EBITDA total. We also believe Limbach’s treatment of 

acquisition and restructuring costs in its Adj. EBITDA calculation is overly permissive. M&A is a core component 

of the Company’s growth strategy, not a one-off event, and as such, related transaction costs should not be 

excluded from profitability metrics. 

Executive Summary, Cont’d. 
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Similarly, restructuring charges have appeared with enough frequency to suggest they are recurring, not 

exceptional. Limbach has taken restructuring charges related to exiting its Southern California operations since 

2022. We also observe how a subtle change in how Limbach reports stock-based compensation for its Adj. 

EBITDA calculation may allow the Company to add cash compensation expenses to Adj. EBITDA. We believe 

this already happened in Q1’25 when the $2 million of stock-based compensation the Company added back to 

Adj. EBITDA was $0.4 million greater than the $1.6 million of non-cash stock-based compensation Limbach 

reported on its cash flow statement. This was the first period this delta existed. Since management’s cash 

bonuses are tied to Adj. EBITDA, management has a clear incentive to flatter it, and we believe this subtle 

change may allow them to do that. 

We Believe Limbach Overstates Free Cash Flow by Excluding Key Uses Of Cash

We believe Limbach’s reported free cash flow is significantly overstated as it excludes some key recurring uses 

of cash. First, the Company excludes all working capital (“WC”) changes from its FCF calculation, which in 

some periods can be a significant use of cash. We believe WC changes should be included in Limbach’s FCF 

calculation because as a contractor primarily using cost-to-cost accounting, its GAAP earnings are heavily 

influenced by management estimates, and working capital is where the financial reality of project execution 

ultimately shows up. Limbach even removed WC as a consideration for management’s incentive comp after 

2020, which concerns us considering its material impact. Like with Adj. EBITDA, we also believe Limbach’s free 

cash flow should be adjusted for finance lease costs. Since the interest portion of finance leases already runs 

through operating cash flow, we only need to factor in the principal payment, which shows up in the financing 

section of the cash flows statement. Limbach also excludes contingent consideration payments from its FCF 

calculation; given these are cash payouts tied to performance milestones, we believe they are economically 

similar to incentive compensation and should be factored into FCF. The Company’s FCF calculation also 

ignores rental equipment purchases and taxes paid related to equity awards, both tied to ongoing business 

operations. In total, we believe the exclusion of these uses of cash from the Company’s FCF calculation has 

allowed Limbach to overstate FCF by over $37 million in the last 12 months alone. 

Executive Summary, Cont’d. 
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While the Company claims an 80% EBITDA to FCF conversion rate over the past six years, our Spruce Point-

adjusted FCF analysis suggests the true figure may be less than 60%. We believe one of the clearest signs of 

aggressive accounting at Limbach is the disconnect between its steadily rising adjusted earnings and stagnant 

free cash flow. Despite acquiring five companies between 2021 and 2024, our calculation for Limbach’s LTM 

free cash flow is over $17 million below its 2020 level.

Recent Lawsuit Highlights Need To Consider Working Capital When Evaluating Free Cash Flow

A recent lawsuit filed by Limbach subsidiary Jake Marshall underscores why evaluating working capital is 

crucial. After a prime contractor abandoned a project where Jake Marshall was a subcontractor, Jake Marshall 

was left with a $4.6 million unpaid balance, $3.4 million of which was from unapproved change orders. Because 

Jake Marshall’s contract required written approval for such changes, we believe that amount is likely 

unrecoverable. Under cost-to-cost accounting, Limbach would have recognized profit as work progressed on 

the project but now may never collect the cash due for work performed, highlighting the need to evaluate 

working capital when assessing Limbach’s free cash flow.

Other Accounting And Financial Reporting Concerns

Limbach’s allowance for credit losses appears insufficient. At 0.4% of gross A/R, Limbach’s allowance for credit 

losses is among the lowest relative to peers, which may be inflating the Company’s reported earnings. If 

Limbach maintained a reserve more in line with peer averages, its annual provision expense would likely be 

higher, reducing earnings. We believe Limbach’s disclosures on revenue in its MD&A are weak, especially when 

stacked up against some of its peers. Limbach simply reports ODR vs. GCR segment revenue, while Comfort 

Systems (NYSE:FIX) breaks out its revenue by service, customer type, and activity type. EMCOR Group 

(NYSE:EME) even presents a sector breakdown by segment. These additional layers of detail provide investors 

with a clearer view of underlying business drivers and risk exposures. Limbach’s limited disclosure, by contrast, 

makes it difficult to assess the sector concentration of its revenue base. We also highlight how Limbach 

reported a material weakness in its internal control over financial reporting from 2016 to 2018, illustrating the 

challenges of managing an accounting function within a large contractor.

Executive Summary, Cont’d. 
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Highlighting Multiple Connections Between Limbach’s Board And High-Profile Fraud Cases

Heightening our concerns over Limbach’s potentially aggressive accounting practices are the multiple ties 

between Limbach’s board members and high-profile financial reporting fraud cases. Limbach directors Laurel 

Krzeminski and Michael McNally have significant ties to Granite Construction, Inc. (NYSE:GVA). Laurel 

Krzeminski was GVA’s CFO from 2010 to 2018 while Michael McNally has been a director at GVA since 2016. 

GVA was charged with financial reporting fraud in 2022 for conduct that occurred at the Company between 2017 

and 2019, overlapping both Laurel Krzeminski and Michael McNally’s tenure at GVA. GVA had to restate its 

financials from 2017-2019 and settled financial reporting fraud charges with the SEC for $12 million. While not 

directly charged by the SEC, both Laurel Krzeminski and Michael McNally were forced to pay back part of their 

compensation because of the SEC’s enforcement action. As the audit committee chair at Limbach, Laurel is 

responsible for ensuring the integrity of financial reporting and internal controls. Given her involvement in a prior 

breakdown of financial governance, her appointment as Limbach’s audit chair raises questions about whether 

similar lapses in judgment or oversight could occur again. 

Another Limbach Director Connected To Some Of The Most High-Profile Frauds Of The 21st Century

Laurel Krzeminski and Michael McNally are not the only Limbach directors with connections to accounting 

fraud. Linda Alvarado has been a director at Limbach since 2021. She was previously a director at Qwest 

Communications (formerly NYSE:Q) from 2000-2010 and served on its Audit committee from 2000-2005. Under 

Ms. Alvarado’s tenure as a member of Qwest’s audit committee, Qwest engaged in a multi-year, multi-billion-

dollar accounting fraud between 1999-2002. Qwest was forced to restate its 2000 and 2001 financial 

statements, reported a $38.5 billion loss for 2002 and eventually paid a $250 million penalty for its actions. Ms. 

Alvarado is also connected to Enron, one of the biggest financial fraud cases in US history. Ms. Alvarado was 

on the audit committee for NewPower Holdings (formerly NYSE:NPW), an Enron subsidiary that was spun off in 

an IPO with Enron retaining ~45% ownership. However, her biography fails to disclose her role. NewPower was 

to act as an energy distributor to retail clients, buying wholesale energy from Enron. The issue was this model 

was uneconomic for NewPower and losses quickly piled up. NewPower’s stock collapsed post-IPO, 

undermining Enron’s off-balance-sheet hedge vehicles that held NewPower equity. 

Executive Summary, Cont’d. 
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When NewPower’s share price fell, those structures failed, forcing Enron to recognize hidden losses. This 

triggered a key part of Enron’s earnings restatement in late 2001 and accelerated its unraveling. As an audit 

committee member at NewPower, Ms. Alvarado was responsible for overseeing financial reporting and risk 

controls during a period when NewPower was incurring massive losses and being used to support Enron’s off-

balance-sheet schemes. The collapse of NewPower’s stock played a key role in the unraveling of Enron’s 

financial cover-ups. Her appointments at both NewPower and Qwest lead us to question the appropriateness of 

her appointment at Limbach. This history is particularly relevant when evaluating her judgment in her current 

board roles. Ms. Alvarado served on NewPower’s board alongside several notorious Enron executives, 

including Richard Causey, Enron’s Chief Accounting Officer; Ken Lay, Enron’s Chairman; and Lou Pai, a key 

Enron executive who held multiple leadership roles, including CEO of Enron Energy Services. It doesn’t end 

there, Linda Alvarado also served as a board member for Lennox International, Inc. (NYSE: LII) from 1987 to 

2010. In 2004, Lennox had to restate its earnings from 1999-2003 due to improper accounting practices at a 

Canadian subsidiary which resulted in a formal SEC inquiry. Her association with the serious troubles at 

NewPower and Qwest should make Limbach investors question her fitness to identify protentional problems.

Limbach’s CFO Was Previously Named In A Complaint Over Alleged Breach Of Fiduciary Duty

Jayme Brooks is Limbach’s current CFO. Prior to Limbach, she worked at Capstone Turbine (formerly Nasdaq: 

CPST), now known as Capstone Green Energy Corp (OTC: CGEH), as its Chief Accounting Officer (“CAO”) 

from 2008 to 2015, and then as its CAO/CFO from 2015 to 2019. Not only did Capstone destroy significant 

shareholder value during Jayme’s tenure, but its conduct also resulted in multiple shareholder lawsuits involving 

Capstone and its executives. In 2016, a Capstone shareholder filed litigation against Capstone’s management 

and board. Jayme Brooks was directly named as a defendant in the case. The plaintiffs argued that the 

defendants knowingly made false and misleading statements, breaching their fiduciary duty to Capstone. The 

parties in the case eventually reached a settlement and the case was dismissed. 

Executive Summary, Cont’d. 
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Limbach’s Auditor Has Faced SEC Charges Over A Failed Audit

Limbach engages Crowe LLP as its auditor, a small firm with an estimated ~1% market share. Crowe faced SEC 

charges in the past over deficient audits on a company which was discovered to have $100 million in 

undiscovered liabilities after it went bankrupt. Crowe (formerly known as Crowe Horwath) has also faced lawsuits 

in years past over failed audits on Valley Bank and Colonial Bank, both of which experienced unexpected failures 

under Crowe’s watch. Limbach’s current audit engagement partner at Crowe manages the audit process for just 

one other company, a microcap which restated several quarters in 2024 due to the misclassification of a liability. 

Limbach’s Generous Stock-Based Compensation Has Helped Drive Material Dilution

Limbach’s stock-based compensation payments, which are at the high-end when compared to peers, coupled with 

warrant issuances and a public offering in 2021, have left Limbach’s shares outstanding nearly 50% higher than 

they were in 2019. The Company did repurchase $2 million of its stock in 2022 but has not since. On top of that, 

since 2023 insiders have been net sellers on the open market. 

We Believe Investors Are Overlooking Intensifying Competitive Pressure From PE-Backed Platforms

On its Q1’25 earnings call, Limbach’s management, for the first time, publicly acknowledged the growing role of 

private equity in the industry and briefly addressed its potential impact, particularly in the context of M&A activity. 

While the topic was raised, we believe management largely downplayed the risks, suggesting they do not view 

private equity-backed competitors as a material threat to Limbach’s deal pipeline. We see it differently and believe 

private equity’s growing presence in the facility services space poses a rising threat to incumbents like Limbach. 

PE-backed platforms are typically well-capitalized, enabling them to outbid incumbent players in M&A and more 

effectively deploy technology to scale operations and enhance customer value. Limbach’s acquisitions over the 

last five years have been on companies generating between $10-$120 million in revenue and between $1-$10 

million in EBITDA at the time of acquisition, placing Limbach’s target companies squarely in the sights of some of 

the largest PE backed platforms in the sector. 

Executive Summary, Cont’d. 
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Technology To Become Major Differentiator In Facility Services Sector

TM Capital, a financial services firm, emphasized in its 2024 Facility Services Report that it believes technology 

is poised to become a major differentiator in the sector. While the industry has historically been low-tech, TM 

notes that is rapidly changing. Going forward, firms that can effectively invest in and deploy technology will have 

a competitive advantage, and TM believes this environment favors sophisticated, scaled platforms that can 

leverage tech to drive efficiency, consistency, and customer value. We see this as a net negative for Limbach, 

which we view as being a legacy contractor at its core and thus less structurally equipped to adapt to a 

technology-driven service model. 

We Believe Investors Underappreciate Risk From Major OEMs Developing In-House Service Solutions

In addition to competitive pressure from scaling private equity platforms, an industry expert we spoke with noted 

that one of the biggest risks he sees for companies like Limbach is large OEM companies expanding their 

service and solutions businesses, noting “…because when OEM's get into this space, which they are trying to, 

and they'll be very efficient if they want to just be aggressive with that to strike away these turnkey providers on 

larger key accounts and then just have the cake for themselves. It's going to hurt revenues unless companies 

like Limbach pivot towards owning any IP”. We also found several examples of recent comments from 

executives of building systems OEMs confirming their interest in growing their services and solutions 

businesses, including this comment made by a Trane Technologies executive at a conference in March 2025, 

“…I mean I think the service business, obviously -- these are very sophisticated systems. So think of it as, the 

more sophisticated the system, the more aptitude there is for the OEM to do the service work”. Limbach has 

fallen on Engineering News-Record’s top mechanical contractors list from 9th in 2018, to 14th in 2024, 

suggesting the Company has lost market share amid intensifying competition in the sector.

Executive Summary, Cont’d. 
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We See 20% - 50% Potential Downside Risk In Limbach’s Share Price

Despite the above concerns, Limbach currently enjoys unanimous “Buy” ratings from the sell-side, with an 

average price target of $141.50/share, with a wide range between $120 and $163 per share, and valuation 

multiples of ~2.2x and ~18x our estimate for 2026 revenue and Adj. EBITDA, respectively. This is a level of 

bullishness we view as disconnected from the Company’s underlying fundamentals and constrained geographic 

growth potential mostly in the Eastern/Central part of the US. For example, Limbach’s valuation is nearly 3.5x 

the value it paid for recent acquisitions. As the market re-evaluates Limbach’s narrative against its actual 

financial performance, we believe the stock presents meaningful downside risk from current levels. Limbach 

currently trades at a premium to many peer facility service providers, some of which have stronger cash flow 

generation, greater revenue visibility, and better operating leverage. We believe this premium is unwarranted 

given our analysis which illustrates Limbach’s sharply decelerating organic growth, limited recurring revenue 

visibility, lack of free cash flow growth, and reliance on aggressive accounting practices. We also believe any 

future M&A is likely to increase leverage, as evidenced by the increased revolver announced with the Pioneer 

Power acquisition.

We value Limbach at 1.2x – 1.8x and 10x – 15x our estimate for 2026 sales and Adj. EBITDA, respectively, in 

line with comparable companies. This implies 20% – 50% ($62.00 - $99.00/share) potential downside risk. We 

expect the Company’s share price to underperform the broader facility services sector and overall equity 

market. 

Executive Summary, Cont’d. 
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Spruce Point Believes Limbach Has Too Many 
Financial And Operational Red Flags To Ignore 

X Multiple Board Members Associated With Prior Financial Reporting Fraud Cases

X CFO Previously Named In Lawsuit Over Breach Of Fiduciary Duty

X Questionable Adjustments To Non-GAAP Figures

X Relying On Low Quality Acquisitions For Growth

X Minimal Disclosure On Financial Impacts From Acquisitions

X Reducing Backlog Disclosure Over Time

X Large Portion Of Pre-Tax Earnings Growth Driven By Contract Estimate 

Revisions

X Increased Private Equity Activity In The Industry

X Auditor Has Had Multiple Failed Audits On Bankrupt Companies

X Free Cash Flow Challenges

X Future M&A Deals May Increase Leverage

X Extreme Overvaluation



Highlighting Concerns Among 
Limbach’s Management & Board: 
Multiple Connections To High Profile 
Fraud Cases
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Two Limbach Board Members Have Significant 
Ties To Granite Construction 

Spruce Point’s concerns over Limbach’s potentially aggressive accounting methods are heightened considering two of its board 

members, Laurel Krzeminski and Michael McNally, have significant ties to Granite Construction, Inc. (NYSE:GVA). Laurel 

Krzeminski was GVA’s CFO from 2010 to 2018 while Michael McNally has been a director at GVA since 2016. GVA was charged 

with financial reporting fraud in 2022 for conduct that occurred at the company between 2017 and 2019, overlapping both Laurel 

Krzeminski and Michael McNally’s tenure at GVA. 

Source: SEC press release, Limbach Board Biographies, Red line emphasis by Spruce Point

https://www.sec.gov/newsroom/press-releases/2022-150
https://www.limbachinc.com/investor-relations/corporate-governance/board-of-directors/
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GVA had to restate its financials from 2017-2019 and settled financial reporting fraud charges with the SEC for $12 million. While 

not directly charged by the SEC, both Laurel Krzeminski and Michael McNally were forced to pay back part of their compensation 

because of the SEC’s enforcement action. As the audit committee chair at Limbach, Laurel is responsible for ensuring the integrity 

of financial reporting and internal controls. Given her involvement in a prior breakdown of financial governance, her appointment 

as Limbach’s audit chair raises questions about whether similar lapses in judgment or oversight could occur again. 

Source: SEC complaint, Limbach proxy statement, Red line emphasis by Spruce Point

Connection Between Limbach’s Audit Chair and 
Financial Reporting Fraud Raises Concerns

https://www.sec.gov/files/litigation/complaints/2022/comp25507-granite.pdf
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001606163/000162828025019381/lmb-20250423.htm
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Limbach Director Linda Alvarado Previously 
Served On The Audit Committee For Qwest 
Communication

Laurel Krzeminski and Michael McNally are not the only Limbach directors with connections to accounting fraud. Linda Alvarado 

has been a director at Limbach since 2021. She was previously a director at Qwest Communications International (formerly 

NYSE:Q) from 2000-2010 and served on its Audit committee from 2000-2005. Under Ms. Alvarado’s tenure as a member of 

Qwest’s audit committee, Qwest engaged in a multi-year, multi-billion-dollar accounting fraud between 1999-2002. Qwest was 

forced to restate its 2000 and 2001 financial statements, reported a $38.5 billion loss for 2002 and eventually paid a $250 million 

penalty for its actions.  

Source: SEC press release, Qwest 2001, 2002, 2003 proxy statements, Qwest article, Red line emphasis by Spruce Point

https://www.sec.gov/news/press/2004-148.htm
https://www.sec.gov/Archives/edgar/data/1037949/000103570401000205/d84497ddef14a.txt
https://www.sec.gov/Archives/edgar/data/1037949/000095013402003493/d95121ddef14a.txt
https://www.sec.gov/Archives/edgar/data/1037949/000104746903034189/a2120638zdef14a.htm
https://www.cfo.com/news/qwest-restatement-cuts-25-billion-deeper/680660/
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Qwest Communications isn’t Ms. Alvarado’s only governance role at a scandal-ridden company. In fact, she is directly connected 

to Enron, one of the biggest financial fraud cases in US history. Ms. Alvarado was on the audit committee for NewPower Holdings 

(formerly NYSE:NPW), an Enron subsidiary that was spun off in an IPO with Enron retaining ~45% ownership. NewPower was to 

act as an energy distributor to retail clients, buying wholesale energy from Enron. The issue was this model was uneconomic for 

NewPower and losses quickly piled up. NewPower’s stock collapsed post-IPO, undermining Enron’s off-balance-sheet hedge 

vehicles that held NewPower equity. When NewPower’s share price fell, those structures failed, forcing Enron to recognize hidden 

losses. This triggered a key part of Enron’s earnings restatement in late 2001 and accelerated its unraveling.

Source: NewPower Holdings’ 2001 Proxy Statement, Red line emphasis by Spruce Point, NYT article

Ms. Alvarado served on 

NewPower’s board alongside 

several notorious Enron 

executives, including Richard 

Causey, Enron’s Chief 

Accounting Officer; Ken Lay, 

Enron’s Chairman; and Lou 

Pai, a key Enron executive 

who held multiple leadership 

roles, including CEO of Enron 

Energy Services.

NewPower Holdings Stock Price

As an audit committee member at NewPower, Ms. 

Alvarado was responsible for overseeing financial 

reporting and risk controls during a period when 

NewPower was incurring massive losses and being used 

to support Enron’s off-balance-sheet schemes. The 

collapse of NewPower’s stock played a key role in the 

unraveling of Enron’s financial cover-ups. Her 

appointments at both NewPower and Qwest lead us to 

question the appropriateness of her appointment at 

Limbach. This history is particularly relevant when 

evaluating her judgment in her current board roles.

Linda Alvarado Served Omits Her Audit 
Committee Role At NewPower Holdings: The Off-
Balance-Sheet Domino That Helped Topple Enron

https://www.sec.gov/Archives/edgar/data/1119307/000091205702015305/a2076622z10-k.txt
https://www.nytimes.com/2001/11/09/business/enron-admits-to-overstating-profits-by-about-600-million.html
https://www.sec.gov/Archives/edgar/data/1119307/000091205701509350/a2044896zdef14a.txt
https://www.wsj.com/articles/SB1017015132933556040?gaa_at=eafs&gaa_n=ASWzDAiVXZShvXzBGyCbpW3mlAZghhMVfhNK0knKkkf8f1mNdcczflfWjF2N&gaa_sig=TNovZO-gnJYQ4epAXkKQKrJDHNLyL3_7APAxsZy9Zv8dGs49r7KAiS5047U0ZC4iP_7m9eEJZ5fGoEb3EMIxng%3D%3D&gaa_ts=685c2407
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Linda Alvarado Also Previously Served As A 
Director For Lennox International, Which 
Restated Financials In 2004

Linda Alvarado also served as a board member for Lennox International (“LII”) from 1987 to 2010. In 2004, LII had to restate its 

earnings from 1999-2003 due to improper accounting practices at a Canadian subsidiary. Lennox also disclosed a formal SEC 

inquiry as a result of the restatement. 

Source: Lennox article, Lennox press release, Red line emphasis by Spruce Point

Lennox Discloses Formal SEC Inquiry

https://investor.lennox.com/news-releases/news-release-details/lennox-international-announces-results-independent-audit?
https://www.myplainview.com/news/article/Lennox-disclosed-SEC-inquiry-8938074.php
https://www.myplainview.com/news/article/Lennox-disclosed-SEC-inquiry-8938074.php
https://www.investor.lennox.com/news-releases/news-release-details/lennox-international-updates-status-sec-inquiry
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Limbach’s CFO Previously Worked For Capstone 
Turbine Which Faced Multiple Shareholder 
Lawsuits For Alleged Improper Accounting 

Jayme Brooks is Limbach’s current CFO. Prior to Limbach, she worked at Capstone Turbine (formerly Nasdaq: CPST), now 

known as Capstone Green Energy Corp (OTC: CGEH), as its Chief Accounting Officer (“CAO”) from 2008 to 2015, and then as its 

CAO/CFO from 2015 to 2019. Not only did Capstone destroy significant shareholder value during Jayme’s tenure, but its conduct 

also resulted in multiple shareholder lawsuits involving Capstone and its executives. 

Source: FiveT Investment Management Ltd et al v. Darren R. Jamison et al, Red line emphasis by Spruce Point

The plaintiffs argued that between 2014 and 2015, 

Capstone’s CEO Darren Jamison had made 

misrepresentations about Capstone’s performance and 

that Capstone was improperly recognizing revenue and 

backlog from a Russia-based distributor.

While Jayme Brooks was not specifically named in the 

suit, the are 10 unnamed “Does” listed as defendants; the 

complaint notes that each of these individual defendants 

held positions at Capstone which gave them control over 

the contents of Capstone’s financial reports. Considering 

Jayme’s position as CAO at the time, we believe she is 

likely considered in these Does. FiveT eventually dropped 

its suit and the case was dismissed.

https://seekingalpha.com/article/4167978-we-believe-capstone-turbine-is-going-to-give-back-every-penny-of-its-3-month-100-percent
https://www.courtlistener.com/docket/6559272/idb/fivet-investment-management-ltd-v-darren-r-jamison/
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In 2016, Capstone shareholder Brandon Boll filed a shareholder derivative action against its management and board. Jayme 

Brooks was directly named as a defendant in the case. The plaintiffs argued that the defendants knowingly made false and 

misleading statements, breaching their fiduciary duty to Capstone. This case also centered around Capstone’s allegedly 

inappropriate recognition of revenue related to its Russian distributor. 

Source: Brandon Boll v. Darren R. Jamison, et al., Capstone settlement stipulation, Red line emphasis by Spruce Point

The plaintiffs argued that the defendants breached their 

fiduciary duties, gained unjust enrichment, and wasted 

corporate assets, among other claims. The parties in the 

case eventually reached a settlement and the case was 

dismissed. 

CFO Jayme Brooks Directly Named In Suit 
Against Capstone Turbine

https://www.courtlistener.com/docket/4492494/brandon-boll-v-darren-r-jamison/
https://www.gme-law.com/documents/in%20re%20capstone/Stipulation%20of%20Settlement%20w%20Exhs.pdf
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Limbach’s Auditor Faced SEC Charges Over 
Deficient Audits

Limbach engages Crowe LLP as its auditor, a small firm with an estimated ~1% market share. Crowe faced SEC charges in the 

past over deficient audits on a company which was discovered to have $100 million in undiscovered liabilities after it went 

bankrupt. Crowe (formerly known as Crowe Horwath) has also faced lawsuits in years past over failed audits on Valley Bank and 

Colonial Bank, both of which experienced unexpected failures under Crowe’s watch. Limbach’s current audit engagement partner 

at Crowe manages the audit process for just one other company, Optical Cable Corporation (Nasdaq: OCC), a microcap company 

which just had to restate several quarters in 2024 due to the misclassification of a liability. 

Source: Ideagen article

https://www.sec.gov/newsroom/press-releases/2018-302
https://www.reuters.com/article/legal/fdic-sues-crowe-horwath-over-audits-of-failed-valley-bank-idUSL1N1JA018/
https://www.reuters.com/article/colonial-pwc/colonial-bank-owner-files-suit-against-auditors-idUSN1E77O21320110826/
https://pcaobus.org/resources/auditorsearch/engagement-partners/?engagementpartnermasterid=0017307542
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001000230/000143774924038225/occ20241219_8k.htm
https://www.ideagen.com/thought-leadership/blog/who-audits-public-companies-2024-edition
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Limbach Is One of the Most Generous Issuers of 
Stock-Based Compensation In Its Peer Group

Insiders at Limbach have benefitted from Limbach’s generous stock-based compensation payments, which are at the high end 

when compared to peers. 

Stock-Based Compensation As A Percentage Of Operating Expenses

Source: Spruce Point analysis and company filings

Stock-Based Compensation As A Percentage Of Operating Cash Flow

Median = 3.7%

Median = 5.2%



30

Limbach’s Generous Stock-Based Compensation 
Has Helped Drive Material Dilution

Limbach’s stock-based compensation payments, coupled with warrant issuances and a public offering in 2021, have left its shares 

outstanding nearly 50% higher than they were in 2019. The Company did repurchase $2 million of its stock in 2022 but has not 

since. On top of that, since 2023 insiders have been net sellers on the open market. 

Limbach Shares Outstanding At 10-K/Q Reporting Date (mm)

*Based on Form 4 data, only includes current members of management and board; open market purchases less open market sales

Source: Limbach’s financial statements

Shares Purchased/(Sold) By Insiders*
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We Believe Limbach Is A Low-Quality 
Roll-Up With Overstated Organic 
Growth Potential
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Limbach Is Nearing End Of Transformation 
Toward Service-Focused Platform

Limbach claims to trace its origins back to 1901 to a one-person sheet metal roofing company. Limbach took its modern form when 

it became a public company in 2016 through a SPAC merger with 1347 Capital Corp. Historically, Limbach operated as a 

mechanical contractor focused on large, design-build construction projects; this business comprises what is now known as 

Limbach’s General Contractor Relationship’s (“GCR”) segment. This business tends to be capital-intensive, low-margin, and prone 

to working capital volatility. Following operational challenges and margin pressure, management began shifting focus around 2019 

toward the Owner-Direct Relationships (“ODR”) segment, which is primarily comprised of service, maintenance, and small project 

work, with the goal of increasing margin stability and developing recurring revenue streams. 

Source: Limbach Investor Presentation

https://www.limbachinc.com/wp-content/uploads/2025/05/Limbach-Investor-Presentation_May-5th-2025.pdf
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Limbach’s Acquisition List

To assist in its transformation into an ODR-focused company, Limbach has engaged in a series of M&A transactions targeting 

ODR-centric businesses, spending nearly $165 million (inclusive of $22 million in potential earn-outs) to acquire approximately 

$260 million in revenue and $28 million in Adj. EBITDA. Until its most recent acquisition of Pioneer Power, these deals had been 

relatively small. Its Pioneer Power acquisition, announced July 1, 2025, is its most substantial acquisition to date, with 

management expecting it to generate $120 million and $10 million of revenue and EBITDA, respectively, in 2026. Limbach has 

failed to quantify revenue or cost synergies for any of its acquisitions.

Source: Spruce Point analysis

Limbach Acquisition List

$ in mm Close Purchase Annual EstAnnual Est Revenue EBITDA Potential EBITDA

Target Date Price(1) Revenue EBITDA Multiple Multiple Earnout Margin Source

Pioneer Power 07/01/25 $66.1 $120.0 $10.0 0.6x 6.6x N/A(2) 8.3% Link

Consolidated Mechanical 12/02/24 25.0 23.0 4.0 1.1x 6.3x $2.0 17.4% Link

Kent Island Mechanical 09/03/24 20.0 30.0 4.0 0.7x 5.0x 5.0 13.3% Link

Industrial Air 11/02/23 20.0 30.0 4.0 0.7x 5.0x 6.5 13.3% Link

ACME 07/03/23 7.5 10.0 1.0 0.8x 7.5x 2.5 10.0% Link

Jake Marshall 12/03/21 26.0 45.0 4.5 0.6x 5.8x 6.0 10.0% Link

Total $164.6 $258.0 $27.5 0.6x 6.0x $22.0 10.7%

1) Inclusive of potential earnouts

2) No earn-out was announced with deal

Recent acquisition has lowest 

EBITDA margin. 

Is management acquiring 

lower quality companies or 

sandbagging expectations?

Limbach’s corporate multiple 

is a hefty 3.5x-4.0x premium 

to its recent acquisitions

https://www.limbachinc.com/news-events/press-releases/limbach-acquires-pioneer-power/
https://www.limbachinc.com/news-events/press-releases/limbach-holdings-acquires-consolidated-mechanical/
https://www.limbachinc.com/news-events/press-releases/limbach-holdings-acquires-kent-island-mechanical/
https://www.businesswire.com/news/home/20231102194843/en/Limbach-Holdings-Inc.-Acquires-Greensboro-NC-Based-Specialty-Mechanical-Contractor-Industrial-Air-LLC
https://www.limbachinc.com/news-events/press-releases/limbach-holdings-inc-acquires-chattanooga-tn-based-specialty-industrial-contractor-acme-industrial-piping-llc/
https://www.limbachinc.com/news-events/press-releases/limbach-holdings-acquires-jake-marshall-llc-a-specialty-mechanical-contractor/
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Decline In GCR Business Has Weighed On 
Limbach’s Revenue

Despite acquiring five companies which generated a reported ~$140 million in aggregate total revenue between 2021 and 2024, 

Limbach ended 2024 with revenue ~$50 million below 2020 levels.

Source: Spruce Point analysis

Limbach Total Revenue ($ in mm)

$553.3 $568.2 

$490.4 $496.8 
$516.4 $518.8 
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2019 2020 2021 2022 2023 2024

$ in mm 2019 2020 2021 2022 2023 2024

ODR $115.1 $127.2 $140.3 $216.4 $262.0 $345.5 

GCR 438.2 441.0 350.0 280.4 254.4 173.3 

Total $553.3 $568.2 $490.4 $496.8 $516.4 $518.8 

While Limbach’s ODR business has expanded meaningfully since 2019, driven by both acquisitions and organic growth, 

this increase has failed to compensate for the more than 60% revenue decline in its GCR segment over the same period.
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We Believe Headline Growth Obscures Slowing 
Organic Trends

Following the Pioneer Power acquisition, we believe Limbach will need to materially raise its 2025 revenue guidance to avoid 

multiple compression, as the lack of underlying organic growth would likely become more apparent to investors. The midpoint of 

Limbach’s current 2025 guidance implies ~20% y/y revenue growth. Assuming the GCR segment continues to decline at a mid-

single-digit rate through year-end, this implies the ODR segment is expected to grow nearly 35% y/y through year-end to support 

the midpoint of FY25 guidance. While this headline growth appears strong, it becomes far less impressive upon closer inspection. 

Most of the uplift is attributable to recent acquisitions rather than underlying execution. When adjusting for the contribution from 

Pioneer and other recent tuck-ins, it we estimate that organic growth has sharply decelerated. Unless guidance is meaningfully 

revised upward alongside Q2 results, we see risk that the market begins to question the quality of Limbach’s revenue growth.

Source: Spruce Point analysis

Implied Growth Based On Management's Guidance

Implied

$ in mm 2022 2023 2024 2025E(1) Q1'24 Q2'24 Q3'24 Q4'24 Q1'25

Q2-

Q4'24

Q2-

Q4’25E
Revenue

ODR $216.4 $262.0 $345.5 $455.2 $74.3 $82.8 $93.0 $95.5 $90.4 $271.2 $364.8 

GCR 280.4 254.4 173.3 164.8 44.7 39.5 40.9 48.2 42.7 128.6 122.1 

Total $496.8 $516.4 $518.8 $620.0 $119.0 $122.2 $133.9 $143.7 $133.1 $399.8 $486.9 

Revenue Growth - Y/Y %

ODR 21.1% 31.9% 31.7% 26.5% 40.8% 41.3% 21.4% 21.7% 34.5%

GCR (9.3%) (31.9%) (4.9%) (28.2%) (40.3%) (33.9%) (24.8%) (4.5%) (5.0%)

Total 3.9% 0.5% 19.5% (1.7%) (2.1%) 4.8% 0.7% 11.9% 21.8%

1) 2025E based on midpoint of management's guidance; assumes GCR segment down mid-single digits balance of year
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Organic Growth In The ODR Segment Has Sharply 
Decelerated In The Last Two Quarters

To underscore the need for a meaningful upward revision to 2025 revenue guidance, we adjusted the midpoint of management’s 

outlook to exclude estimated contributions from recent acquisitions. We estimate Limbach will realize over $40 million in 

incremental revenue from its 2024 acquisitions of Kent Island and Consolidated Mechanical, and up to $60 million from Pioneer 

Power, which closed on 7/1/25 with a projected $120 million forward revenue run-rate. Stripping out these contributions implies 

essentially flat total company organic growth and just 2.4% organic growth in the ODR segment in 2025, assuming GCR continues 

to decline at a mid-single-digit pace. We conducted this analysis across recent quarters, and in both Q4’24 and Q1’25, our findings 

showed organic growth had slowed to mid-single digits, reinforcing our view that underlying momentum has softened.

Acquired vs. Organic Revenue

$ in mm 2020 2021 2022 2023 2024 2025E(1) Q1'23 Q2'23 Q3'23 Q4'23 Q1'24 Q2'24 Q3'24 Q4'24 Q1'25
Consolidated Revenue $568.2 $490.4 $496.8 $516.4 $518.8 $620.0 $121.0 $124.9 $127.8 $142.7 $119.0 $122.2 $133.9 $143.7 $133.1 

Growth - Y/Y% 2.7% (13.7%) 1.3% 3.9% 0.5% 19.5% 5.4% 7.5% 4.4% (0.6%) (1.7%) (2.1%) 4.8% 0.7% 11.9%

Growth - $ 14.9 (77.9) 6.4 19.6 2.4 101.2 6.2 8.8 5.4 (0.8) (2.0) (2.6) 6.2 1.0 14.1 

Acquired Revenue, Consolidated:

Total $0.0 $3.5 $62.9 $8.1 $43.1 $101.5 $0.0 $0.0 $1.5 $6.6 $9.9 $9.9 $10.6 $12.7 $13.3 

Organic Growth - Y/Y % 2.7% (14.3%) (11.5%) 2.3% (7.9%) (0.0%) 5.4% 7.5% 3.2% (5.2%) (9.9%) (10.0%) (3.5%) (8.2%) 0.7%

Inorganic Growth - Y/Y % 0.0% 0.6% 12.8% 1.6% 8.3% 19.6% 0.0% 0.0% 1.2% 4.6% 8.2% 7.9% 8.3% 8.9% 11.1%

Net Revenue Growth - Y/Y% 2.7% (13.7%) 1.3% 3.9% 0.5% 19.5% 5.4% 7.5% 4.4% (0.6%) (1.7%) (2.1%) 4.8% 0.7% 11.9%

ODR Segment Revenue $127.2 $140.3 $216.4 $262.0 $345.5 $455.2 $58.7 $58.8 $65.8 $78.6 $74.3 $82.8 $93.0 $95.5 $90.4 

Growth - Y/Y% 10.5% 10.3% 54.2% 21.1% 31.9% 31.7% 36.9% 18.1% 10.3% 22.8% 26.5% 40.8% 41.3% 21.4% 21.7%

Growth - $ 12.1 13.1 76.1 45.6 83.5 109.7 15.8 9.0 6.1 14.6 15.5 24.0 27.2 16.9 16.1 

Acquired Revenue, ODR Segment:

Jake Marshall 0.0 3.1 34.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Industrial Air/ACME 0.0 0.0 0.0 8.1 31.5 0.0 0.0 0.0 1.5 6.6 9.9 9.9 8.4 3.3 0.0 

Kent Island 0.0 0.0 0.0 0.0 9.8 20.3 0.0 0.0 0.0 0.0 0.0 0.0 2.2 7.6 7.5 

Consolidated Mechanical 0.0 0.0 0.0 0.0 1.8 21.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.8 5.8 

Pioneer Power 0.0 0.0 0.0 0.0 0.0 60.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Total $0.0 $3.1 $34.3 $8.1 $43.1 $101.5 $0.0 $0.0 $1.5 $6.6 $9.9 $9.9 $10.6 $12.7 $13.3 

Organic Growth - Y/Y % 10.5% 7.9% 29.8% 17.3% 15.4% 2.4% 36.9% 18.1% 7.8% 12.5% 9.6% 23.9% 25.1% 5.3% 3.9%

Inorganic Growth - Y/Y % 0.0% 2.4% 24.4% 3.7% 16.5% 29.4% 0.0% 0.0% 2.5% 10.3% 16.9% 16.8% 16.1% 16.1% 17.8%

Net Revenue Growth - Y/Y% 10.5% 10.3% 54.2% 21.1% 31.9% 31.7% 36.9% 18.1% 10.3% 22.8% 26.5% 40.8% 41.3% 21.4% 21.7%

GCR Segment Revenue $441.0 $350.0 $280.4 $254.4 $173.3 $164.8 $62.3 $66.1 $61.9 $64.1 $44.7 $39.5 $40.9 $48.2 $42.7 

Growth - Y/Y% 0.6% (20.6%) (19.9%) (9.3%) (31.9%) (4.9%) (13.4%) (0.4%) (1.1%) (19.4%) (28.2%) (40.3%) (33.9%) (24.8%) (4.5%)

Growth - $ 2.8 (91.0) (69.6) (26.0) (81.1) (8.4) (9.6) (0.2) (0.7) (15.4) (17.6) (26.6) (21.0) (15.9) (2.0)

Acquired Revenue, GCR Segment:

Jake Marshall 0.0 0.4 28.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Total $0.0 $0.4 $28.6 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 

Organic Growth - Y/Y % 0.6% (20.7%) (28.1%) (9.3%) (31.9%) (4.9%) (13.4%) (0.4%) (1.1%) (19.4%) (28.2%) (40.3%) (33.9%) (24.8%) (4.5%)

Inorganic Growth - Y/Y % 0.0% 0.1% 8.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Net Revenue Growth - Y/Y% 0.6% (20.6%) (19.9%) (9.3%) (31.9%) (4.9%) (13.4%) (0.4%) (1.1%) (19.4%) (28.2%) (40.3%) (33.9%) (24.8%) (4.5%)

1) Based on midpoint of management’s 2025 revenue guidance; Source: Limbach financial statements, Spruce Point analysis



37

After Stripping Out Contributions From 
Acquisitions, We Estimate That Limbach Routinely 
Underperforms Guidance

Excluding revenue from in-year acquisitions, Limbach has fallen short of the midpoint of its initial annual revenue guidance in three 

of the past four years, and below the low-end of guidance in two of those years.

Limbach Beginning of Year Guidance vs. Actuals

$ in mm 2021(1) 2022(2) 2023(3) 2024(4)

Beginning of Year Revenue Guidance $480-$520 $510-$540 $490-$520 $510-$530

Midpoint $500.0 $525.0 $505.0 $520.0 

Revenue, Actual $490.4 $496.8 $516.4 $518.8 

Less: Revenue From Acquisitions Closed 

After Guidance 3.5 N/A 8.1 11.6 

Revenue Less Newly Acquired Revenue $486.9 $496.8 $508.3 $507.2 

Guidance Mid-point (Miss) ($13.1) ($28.2) N/A ($12.8)

Guidance Low-point (Miss) N/A ($13.2) N/A ($2.8)

Source: Limbach financial statements, Spruce Point analysis 

1) 2021 guidance given with Q1'21 earnings; Jake Marshall acquisition closes in late 2021, added a reported $3.5M to Limbach’s 2021 revenue.

2) 2022 guidance given with Q1'22 earnings; no acquisitions occurred during 2022.
3) 2023 guidance given with Q4'22 earnings; Industrial Air and ACME acquisitions occur during 2023, adding a reported $8.1M to revenue.

4) 2024 guidance given with Q4'23 earnings; Consolidated Mech. & Kent Island Mech. acquisitions occurred in late 2024. While revenue contribution from acquisitions were 

not reported, we estimated $11.6M contribution based on reported run-rate and acquisition close-dates.
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Limbach Called Acquisitions Immaterial To 2024 
Despite Our Analysis Suggesting Otherwise

Limbach characterized its acquisitions of Kent Island and Consolidated Mechanical as immaterial to 2024 revenue but based on 

their acquisition dates and their projected forward run-rate revenue, we estimate the two businesses contributed approximately 

$12 million in 2024. Excluding their impact, we believe Limbach may have missed its initial revenue guidance and posted a ~2% 

year-over-year revenue decline. We hardly consider that to be an immaterial impact. 

Source: Limbach FY24 10-K, Limbach March 2025 presentation, Red line emphasis by Spruce Point

Estimated Revenue Contribution

$ in mm Days Owned Est. Revenue Est. 2024

Target Company Date Acquired In 2024 Run-Rate Revenue

Consolidated Mechanical 12/2/2024 29 $23.0 $1.8  

Kent Island 9/3/2024 119 $30.0 $9.8 

Total $11.6 

https://www.limbachinc.com/wp-content/uploads/2025/03/Limbach-General-Investor-Presentation_March-2025.pdf
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Falling Backlog Coverage Further Highlights 
Weakening Fundamentals

$ in mm 2020 2021 2022 2023 2024 2025
Period-End Backlog

ODR $50.9 $98.0 $108.2 $147.0 $225.3 

GCR 393.5 337.2 302.9 186.9 140.0 

Total $444.4 $435.2 $411.1 $333.9 $365.3 

Est. % of Backlog To Be Recognized Over Next FY

ODR 95.0% 69.0% 92.0% 95.0% 86.0%

GCR 65.0% 65.0% 68.0% 83.0% 72.0%

Total 68.4% 65.9% 74.3% 88.3% 80.6%

Est. Backlog $ To Be Recognized Over Next FY

ODR $48.4 $67.6 $99.5 $139.7 $193.8 

GCR 255.8 219.2 206.0 155.1 100.8 

Total $304.1 $286.8 $305.5 $294.8 $294.6 

Midpoint of Beginning of Year Revenue Guidance $500.0 $525.0 $505.0 $520.0 $620.0 

Less: Backlog Estimated To Be Recognized in FY (304.1) (286.8) (305.5) (294.8) (294.6) 

New Business To Hit Beginning of Yr Guidance $195.9 $238.2 $199.5 $225.2 $325.4 

Backlog Coverage % 60.8% 54.6% 60.5% 56.7% 47.5%

To further illustrate what we believe is a slowdown in Limbach’s underlying growth momentum, we analyzed the Company’s 

backlog. While total backlog at year-end 2024 was about $30 million higher year-over-year ($365M vs. $334M), the portion 

expected to convert to revenue over the next 12 months was nearly flat ($294.6M vs. $294.8M), as the share of ODR backlog 

expected to convert over the next 12 months fell from 95% to 86%. As a result, backlog coverage, or the share of guidance 

supported by next-12-month backlog, declined from over 60% in 2023 to just 48% in 2025. We believe this erosion in near-term 

visibility reinforces the view that core momentum is softening and highlights the growing reliance on not-yet-booked or acquired 

revenue. We also believe the decline in NTM backlog within the ODR segment suggests increasing reliance on longer-term, lower-

margin construction-type work, also evidenced by ODR’s recent margin compression and the surge in construction-type revenue 

the Company reported in 2024, and believe this longer-term construction revenue will continue to pressure margins going forward.

Source: Limbach financial statements, Spruce Point analysis 
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Limbach’s Own Disclosures On Backlog 
Coverage Supports Our Analysis

Q1’25 

10-Q
No disclosure provided.

FY24 

10-K

“The Company’s existing current backlog is projected to provide substantial coverage of forecasted revenue for one 

year from the date of the financial statement issuance.”

Q3’24 

10-Q

“The Company's existing current backlog is projected to provide substantial coverage of forecasted revenue for one 

year from the date of the financial statement issuance.”

Q2’24 

10-Q

“The Company's existing current backlog is projected to provide substantial coverage of forecasted revenue for one 

year from the date of the financial statement issuance.”

Q1’24 

10-Q

“The Company's existing current backlog is projected to provide substantial coverage of forecasted GCR revenue for 

one year from the date of the financial statement issuance.”

FY23

10-K

“The Company’s existing current backlog is projected to provide substantial coverage of forecasted GCR revenue for 

one year from the date of the financial statement issuance.”

Limbach previously included a footnote in its financial statements indicating whether its existing backlog substantially covered 

forecasted revenue but removed that disclosure in Q1’25, supporting our view that backlog coverage has materially deteriorated.

Source: Limbach financial statements, Spruce Point analysis 
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Limbach’s Backlog Suggests ODR May Not Be 
A True Recurring Revenue Business

Limbach’s management has heavily implied that a material portion of its ODR work is recurring in nature. However, we question 

the validity of this characterization given that less than half of the Company’s initial 2025 revenue guidance is supported by its 

next-12-month backlog as of year-end 2024. With visibility covering under six months of forward revenue, we believe the business 

more closely resembles a transactional, project-driven model than one built on recurring relationships. A large increase in the 

percentage of Limbach’s revenue linked to construction-type fixed-price contracts also supports this thesis. As such, we believe 

any valuation premium tied to a recurring-revenue narrative appears difficult to justify. 

Source: Limbach investor presentation, Spurce Point analysis, Red line emphasis by Spruce Point
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Between 2021 and 2024, Limbach’s revenue mix shifted 

significantly toward ODR, rising from 29% to 66% of 

revenue. Yet, despite ODR being positioned as a recurring 

revenue driven model, Limbach’s backlog coverage 

declined materially over the same period.

https://www.limbachinc.com/wp-content/uploads/2025/05/Limbach-Investor-Presentation_May-5th-2025.pdf
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Limbach Ceased Disclosing Its Contracted 
Maintenance Base Revenue

Limbach previously disclosed its contracted maintenance revenue vs. pull-through revenue, or special projects/spot work that arise 

from the Company’s contracted maintenance relationships. We question why management ceased disclosing this figure in 2018, 

just as the Company was beginning its transformation in earnest to being an ODR-focused business. We also question why 

management hasn’t resumed disclosing this figure considering that the Company is now an ODR dominated business. 

Source: Limbach December 2018 investor presentation

Limbach Maintenance Base vs. Pull-Through Revenue



43

The ODR Segment Had Its Lowest Gross Margin 
Quarter Since Q1’23

Q1’25 marked the lowest gross margin quarter for Limbach’s ODR segment since Q1’23. The margin decline raises concerns over 

the sustainability of Limbach’s margin profile. We see risk for further margin erosion at Limbach considering Pioneer Power’s 

reported 8% EBITDA margin is well below Limbach’s pre-acquisition margin. 

Source: Spruce Point analysis
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Source: Limbach financial statements, Spruce Point analysis and red emphasis 
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Low RPO Coverage Raises Questions About 
Revenue Visibility

Source: Spruce Point analysis, company filings, NTM revenue based on sell-side estimates 

While most of Limbach’s comps don’t report an NTM backlog figure, most do report an NTM performance obligation figure, which 

is analogous to backlog because it represents contracted revenue the companies expect to recognize over the next twelve 

months. When compared to peers, Limbach has among the lowest NTM RPO as a percentage of estimated NTM revenue. This 

could imply a weaker forward revenue base, shorter project durations, or less visibility into future revenue, potentially signaling 

elevated revenue risk relative to peers.
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Limbach previously reported a “promised backlog” figure but has not disclosed the figure since Q3’20. 

Limbach Has Reduced Backlog Disclosure Over Time

Source: Limbach’s Q3’20 investor presentation, Q2’19 investor presentation, Red line emphasis by Spruce Point

Q3’20 Investor Presentation

“Data for September 30, 2020 excludes $166.3 million in high confidence, promised opportunities not booked into backlog until 

the execution of definitive documentation.”

Q2’19 Investor Presentation
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We are concerned by the exceptionally low gross profit thresholds tied to Kent Island’s earnout structure. In its first earnout period, 

Kent Island needs to achieve just an 11% gross margin, with the threshold falling to only 0.7% in the second year. Despite these 

minimal performance hurdles, the seller is eligible to receive up to $5 million in earnouts, far exceeding the $3.5 million in gross 

profit Kent Island would need to generate across the two-year earnout period. This structure raises serious concerns about 

Limbach’s deal discipline and suggests management may be prioritizing deal volume or optics over long-term value creation. It 

also calls into question whether Kent Island reflects the high-margin, recurring-revenue profile typically associated with ODR-

focused acquisitions.

Kent Island Earnout Structure Highlights Potentially 
Deteriorating Deal Discipline

Source: Limbach financial statements, Spruce Point analysis, Limbach November 2024 Investor Presentation, Red line emphasis by Spruce Point 

$ in mm
Year 1

Gross

Profit

Target

Year 2

Gross

Profit

Target

Year 1 Year 2 Year 1 Year 2 Year 1 Year 2

Run-Rate Implied Implied Potential Potential Earnout Earnout

Target Acquisition Revenue Margin Margin Earnout Earnout % of GP % of GP

Consolidated Mechanical $23.0 $6.8 $6.8 29.6% 29.6% $1.0 $1.0 14.7% 14.7%

Kent Island Mechanical 30.0 3.3 0.2 11.0% 0.7% 2.5 2.5 75.8% 1,250.0%

Industrial Air 30.0 7.6 8.8 25.3% 29.3% 3.0 3.5 39.5% 39.8%

ACME 10.0 2.0 2.5 20.0% 25.0% 0.5 2.0 25.0% 80.0%

Jake Marshall 45.0 10.0 10.0 22.2% 22.2% 3.0 3.0 30.0% 30.0%

https://www.limbachinc.com/wp-content/uploads/2024/11/LMB-Investor-Presentation_November-2024.pptx.pdf
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Limbach Acquisition List

$ in mm Close Annual Annual EBITDA

Target Acquisition Date Revenue EBITDA Margin

Pioneer Power 07/01/25 $120.0 $10.0 8%

Consolidated Mechanical 12/02/24 23.0 4.0 17.4%

Kent Island Mechanical 09/03/24 30.0 4.0 13.3%

Industrial Air 11/02/23 30.0 4.0 13.3%

ACME 07/03/23 10.0 1.0 10.0%

Jake Marshall 12/03/21 45.0 4.5 10.0%

Total $258.0 $27.5 10.7%

Limbach LTM, as reported $532.9 $66.8 12.5%

Limbach LTM, Spruce Point $532.9 $59.0 11.1%

Pioneer Power Is Limbach’s Lowest-Margin 
Acquisition

Pioneer Power stands out as Limbach’s lowest-margin acquisition, with EBITDA margins meaningfully below those of its prior 

targets and of the legacy business. This supports our view that Limbach is being pushed further down the quality curve in its M&A 

strategy or is potentially sandbagging expectations. As private equity activity in the sector has intensified, we believe many of the 

most attractive, high-margin targets have likely already been acquired, leaving fewer compelling opportunities. We view Pioneer 

Power as an extremely weak EBITDA margin target and believe Limbach’s pivot to lower-quality assets like Pioneer may indicate 

mounting pressure to sustain growth despite a shrinking pool of desirable targets.

Source: Spruce Point analysis
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Limbach Ceased Disclosures On Key Customers 
And Notable ODR Relationships

Source: Limbach 2020 10-K, Spruce Point analysis 

Limbach previously disclosed its key customers for both general contractors and its owner-direct relationships but has not 

disclosed this information since 2020.

Limbach’s FY20 Top Core National GC/CM Customers Limbach’s FY20 Notable Owner-Direct Relationships

Barton Malow Bay Care

John Moriarty & Associates Beaumont Health System

Robins & Morton Cardinal Health

PCL Construction Service Constellation Energy

The Christman Company Disney’s Facility Group

Whiting-Turner Disney’s Imagineering

Hensel Phelps Construction Honda

Hospital Corporation of America

Johns Hopkins University

Marriott

Ohio Health

Ohio State University

Orlando Health

PPG Industries

UHS

Winterthur Museum

https://www.sec.gov/ix?doc=/Archives/edgar/data/0001606163/000162828021005652/lmb-20201231.htm
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Limbach Ceased Disclosure On Customer Count

Present Not disclosed. 

Q1’23

Earnings 

Call

“Our customer counts well over 1,200”

2022 

Tear

Sheet

“Our Diverse Platform of a growing geographic footprint, our Primary & Secondary Market Sectors and over 1,200 

customers allows us to move where capital is being deployed.”

Q3’22

Earnings 

Call

“So today, we do have the 1,200-plus customers.” 

Q2’22

Earnings 

Call

“So we have over 1,200 owner direct customers and we're looking at those customers just from an account planning 

perspective to say, where else can we go with them.”

Q1’22

Earnings 

Call

“So, we have over 1,200 owner-direct relationships, and what we're looking to do is what else can we do for them?”

Source: Limbach’s earnings call transcripts, Spruce Point analysis 

Limbach previously disclosed having over 1,200 owner-direct customers. Over time, the Company removed the 'owner-direct' 

qualifier, later referring more broadly to having over 1,200 customers, before ultimately ceasing the disclosure entirely. Limbach’s 

removal of its key customer and customer count disclosures raises concerns about transparency, particularly as the Company has 

undergone a significant transformation to its revenue base in recent years. 
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Management Mentions “Core Verticals” But 
Offers No Details On Vertical Performance 

Source: Limbach May 2025 investor presentation, Spruce Point analysis, Red line emphasis by Spruce Point 

Limbach began promoting six “core verticals” in late 2023 and has continued to reference them in public communications. 

However, the Company provides no breakout of financial performance by vertical in its filings and offers minimal detail on vertical-

level trends during earnings calls. This lack of transparency raises questions about the actual strategic or financial significance of 

these verticals and leaves investors unable to assess their contribution to performance.

https://www.limbachinc.com/wp-content/uploads/2025/05/Limbach-Investor-Presentation_May-5th-2025.pdf
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Limbach Ceased Reference Of Secondary Markets

Limbach also used to reference its key secondary markets but ceased disclosing this in late 2022. 

Source: Limbach December 2022 Tear Sheet, Red line emphasis by Spruce Point

Limbach also 

dropped indoor 

agriculture as a key 

market for the 

Company after 2022. 

https://www.limbachinc.com/wp-content/uploads/2022/12/LMB-Tearsheet-Dec-2022-FINAL.pdf
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Reduced Guidance Transparency Limits Investor 
Visibility Into Key Performance Drivers

Limbach previously provided very robust modeling guidance for investors in its investor presentations but ceased disclosing this 

information after its November 2023 investor presentation. Since then, the Company has offered only high-level financial targets  

for revenue and Adj. EBITDA, making it more difficult for investors to assess segment-level performance or underlying expense 

assumptions.

Source: Limbach November 2023 investor presentation

https://www.limbachinc.com/wp-content/uploads/2023/11/LMB-Investor-Presentation-Nov-2023_11.8.23-FINAL.pdf
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We Believe Tariffs Pose An Underappreciated 
Risk To Limbach

In its Q1’25 10-Q, Limbach included a note on the potential impacts of tariffs on steel and aluminum, noting that such tariffs could 

increase costs or lead to reduced materials availability. On June 3, 2025, the White House announced it was raising tariffs on 

global steel and aluminum imports from 25% to 50%. The Boston Consulting Group released a note on the new tariffs, stating that 

steel and aluminum prices are likely to rise in the short term and that some non-US steel will be priced out of the US market 

altogether. 

Source: White House fact sheet, Limbach Q1’25 10-Q, Red line emphasis by Spruce Point 

Effect of Inflation and Tariffs Discussion

https://www.bcg.com/publications/2025/june-2025-update-impact-us-tariffs-50-percent-on-steel-aluminum
https://www.whitehouse.gov/fact-sheets/2025/06/fact-sheet-president-donald-j-trump-increases-section-232-tariffs-on-steel-and-aluminum/
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001606163/000162828025022234/lmb-20250331.htm
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Limbach May Be Challenged In The Growing 
Emphasis on Energy Efficiency Solutions

We believe that incorporating energy efficient products and practices into buildings is an increasingly important aspect of building 

design and operation. Limbach has implicitly acknowledged this by adding energy efficiency solutions as an offering in its ODR 

segment. Limbach no longer references that it is “Gathering momentum in energy efficiency” as part of its growth outlook in 

Investment Summary. Meanwhile, OEMs like Carrier are committing vast resources to expand their and climate solutions service 

and sales professionals over the next five years by adding 100,000 professionals. This announcement comes while labor is 

already tight for skilled HVAC technicians.(1)

Source: Carrier press release, Limbach 2024 10-K, and Nov 2022 Investor Presentation, labor shortage

1) “The One Thing That’s Holding Back the Heat Pump”, Wired.com, May 6, 2024

“Energy Efficiency Solutions. The Company provides 

customized solutions to help building owners achieve 

energy goals, secure funding, reduce operating costs, and 

maintain energy-efficient facilities. By enhancing visibility 

into facility and asset performance, the Company delivers 

significant energy savings. The Company’s tailored 

approach includes sourcing funding through energy 

rebates and incentives, energy engineer-led facility 

assessments and benchmarking, energy-efficient 

equipment upgrades, and optimizing and maintaining 

building systems.”

Limbach New Disclosure in 10-K

Limbach Last Referenced  

“Momentum In Energy Efficiency” 

In Its Nov 2022 Presentation

https://www.corporate.carrier.com/news/news-articles/202505_carrier-announces-additional-1-billion-investment-us-manufacturing-footprint-advanced-cuttingedge-rd-workforce-expansion.html
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001606163/000162828025011745/lmb-20241231.htm
https://www.wired.com/story/heat-pump-worker-shortage/


We Believe Limbach’s Earnings May 
Be Inflated By Aggressive Accounting 
Practices
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Limbach’s Critical Audit Matter Reveals 
Interesting Shift in 2024

In addition to its crumbling organic growth narrative, we believe Limbach engages in aggressive accounting practices, potentially 

inflating earnings. The Company recognizes revenue from two main sources: fixed-price construction contracts and time & 

materials service contracts. For fixed-price construction contracts, Limbach uses cost-to-cost accounting, which relies heavily on 

management estimates for final costs, completion percentages, labor productivity, subcontractor performance, etc. Historically, 

Limbach’s fixed-price construction revenue has equaled GCR segment revenue. However, Limbach’s 2024 critical audit matter 

revealed that construction-type revenue surged to over 80% of total revenue, up from just over 50% in 2023, implying that a 

meaningful portion of ODR revenue is now being booked under fixed-price contracts. This shift carries significant implications. 

ODR has traditionally been viewed as lower risk and more recurring, supported by time & materials billing that provides earnings 

stability and limits estimation risk. Moving fixed-price mechanics into ODR undermines this profile, exposing the segment to margin 

volatility and management subjectivity in cost forecasting. We believe this raises concerns around the quality and sustainability of 

reported ODR earnings.

Source: Limbach financial statements, Spruce Point analysis, Red line emphasis by Spruce Point 

$ in mm 2020 2021 2022 2023 2024
Fixed-Price Construction-Type Revenue $441.0 $350.0 $280.4 $254.4 $429.4 

GCR Segment Revenue 441.0 350.0 280.4 254.4 173.3 

Equal? TRUE TRUE TRUE TRUE FALSE

Total Revenue $553.3 $568.2 $490.4 $496.8 $516.4 

Construction-Type % of Total 79.7% 61.6% 57.2% 51.2% 83.2%
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ODR’s Fixed-Price Exposure Undermines Lower-
Risk Narrative

Assuming 100% of the GCR segment was booked under fixed-price construction contracts, that implies over $256 million or nearly 

75% of the ODR segment’s revenue was also booked under fixed-price construction contracts. We find this concerning, as fixed-

price structures expose the Company to cost overruns, particularly in a volatile labor and materials environment. While ODR has 

been positioned as a higher-margin, lower-risk growth driver, the heavy reliance on fixed-price contract work undermines that 

narrative and increases the risk of margin volatility. We believe this also highlights the extent to which the actual work performed 

under the GCR and ODR segments is fundamentally similar, consisting largely of construction-type services. As disclosed in 

Limbach’s 10-K, the primary distinction between the two segments lies in who the customer is not the type of work being 

performed.

Source: Limbach financial statements, Spruce Point analysis, Red line emphasis by Spruce Point 

Estimated % of Total ODR From Fixed Price Contracts

$ in mm 2024

Fixed-Price Construction-Type Revenue $429.4 

Less: GCR segment revenue ($173.3)

= Implied Fixed-Price Revenue in ODR Segment $256.1 

Total ODR Revenue $345.5 

% of Total ODR From Fixed-Price Revenue 74.1%
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Gross Profit Write-Ups Drove A Material Portion 
Of Pre-Tax Earnings Growth In 2024

Source: Limbach financial statements, Spruce Point analysis 

Occasionally, under the cost-to-cost method, management will need to update their estimates for projects in-progress, resulting in 

gross profit write ups/(downs). We are concerned with the increase in gross profit write-ups from contract estimate revisions in 

recent quarters and the outsized impacts these management decisions have had on the Company’s reported earnings. For 

example, in 2024 Limbach saw $5.8 million in net gross profit write-ups, representing nearly 50% of the Company’s y/y increase in 

pre-tax earnings. 

The trend continued into Q1’25, when over 100% of year-over-year 

pre-tax earnings growth was driven by gross profit write-ups. 

Earnings Impact Of Gross Profit Write Ups/(Downs)
$ in mm 2019 2020 2021 2022 2023 2024 Q1'23 Q2'23 Q3'23 Q4'23 Q1'24 Q2'24 Q3'24 Q4'24 Q1'25
Consolidated

Gross Profit Write-Ups $4.7 $1.7 $2.7 $3.0 $2.2 $7.2 $0.0 $0.0 $3.1 ($0.9) $2.0 $3.0 $0.0 $2.2 $0.9 

Gross Profit Write-Downs (12.8) (10.4) (4.9) (2.8) (2.3) (1.4) 0.0 0.0 (1.3) (1.0) 0.0 0.0 0.0 (1.4) 0.0 

Net Write Up/(Down) ($8.1) ($8.7) ($2.2) $0.2 ($0.1) $5.8 $0.0 $0.0 $1.8 ($1.9) $2.0 $3.0 $0.0 $0.8 $0.9 

ODR Segment

Gross Profit Write-Ups $0.7 $0.0 $0.0 $0.0 $0.0 $3.9 $0.0 $0.0 $0.0 $0.0 $2.0 $1.5 $0.0 $0.4 $0.0 

Gross Profit Write-Downs (0.4) 0.0 0.0 0.0 (1.0) 0.0 0.0 0.0 (0.6) (0.4) 0.0 0.0 0.0 0.0 0.0 

ODR Net Write Up/(Down) $0.3 $0.0 $0.0 $0.0 ($1.0) $3.9 $0.0 $0.0 ($0.6) ($0.4) $2.0 $1.5 $0.0 $0.4 $0.0 

GCR Segment

Gross Profit Write-Ups $4.0 $1.7 $2.7 $3.0 $2.2 $3.3 $0.0 $0.0 $3.1 ($0.9) $0.0 $1.5 $0.0 $1.8 $0.9 

Gross Profit Write-Downs (12.4) (10.4) (4.9) (2.8) (1.3) (1.4) 0.0 0.0 (0.7) (0.6) 0.0 0.0 0.0 (1.4) 0.0 

GCR Net Write Up/(Down) ($8.4) ($8.7) ($2.2) $0.2 $0.9 $1.9 $0.0 $0.0 $2.4 ($1.5) $0.0 $1.5 $0.0 $0.4 $0.9 

Pre-Tax Income ($2.1) $7.0 $9.5 $9.6 $28.1 $40.0 $3.6 $7.3 $10.0 $7.2 $7.3 $8.4 $10.9 $13.5 $8.0 

Y/Y $ Increase $9.0 $2.5 $0.1 $18.5 $11.9 $3.6 $1.0 $0.9 $6.3 $0.7 

Net Write Up/(Down) ($8.7) ($2.2) $0.2 ($0.1) $5.8 $2.0 $3.0 $0.0 $0.8 $0.9 

Net Write Ups As % of Y/Y 

$ Increase
N/A N/A 152.7% N/A 48.9% 54.9% 296.2% 0.0% 12.7% 123.0%
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Management Has Reduced Disclosure On Gross 
Profit Impacts Over Time

Source: Limbach 2021 10-K, Limbach 2024 10-K, Red line emphasis by Spruce Point

Given that gross profit write-ups can have a significant impact to earnings in certain periods, we consider it to be a major red flag 

that Limbach has reduced disclosure on write-ups/(downs) over time. The Company ceased disclosing a table after its FY21 10-K 

which outlined write-ups/(downs) by segment and the number of projects driving the adjustment. The Company also previously 

reported net gross write-ups regardless of materiality and now reports only write-ups that have an impact of $0.5 million or more, 

potentially allowing the Company to hide smaller dollar write-ups.

Table no longer disclosed 

after the FY21 10-K.

The Company previously reported total net write-ups, 

regardless of materiality. The Company has reduced 

disclosure and now only reports net write ups with a 

$0.5 million or greater impact.

https://www.sec.gov/ix?doc=/Archives/edgar/data/0001606163/000162828022006391/lmb-20211231.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001606163/000162828025011745/lmb-20241231.htm
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Adj. EBITDA Analysis

$ in mm 2019 2020 2021 2022 2023 2024 LTM Q1'24 Q2'24 Q3'24 Q4'24 Q1'25
Operating Income $8.1 $17.2 $14.0 $12.0 $29.3 $38.6 $40.0 $6.5 $8.2 $10.9 $13.0 $7.9 

Change in fair value of contingent consideration 0.0 0.0 0.0 2.3 0.7 3.8 3.6 0.6 1.1 0.6 1.4 0.4 

Depreciation and amortization 6.3 6.2 5.9 8.2 8.2 11.9 13.2 2.7 2.8 2.7 3.6 4.1 

Non-cash stock-based compensation expense 1.8 1.1 2.6 2.7 4.9 5.8 6.1 1.2 1.5 1.6 1.5 1.6 

Cash stock-based compensation expense 0.0 0.0 0.0 0.0 0.0 0.0 0.4 0.0 0.0 0.0 0.0 0.4 

Executive Transition/Severance Costs 0.6 0.0 0.0 0.0 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Restructuring Costs 0.0 0.6 0.0 6.0 1.8 1.4 1.4 0.1 0.1 0.6 0.6 0.1 

Acquisition/Transaction Costs 0.0 0.0 0.7 0.3 0.8 1.3 1.3 0.0 0.0 0.8 0.4 0.1 

Gain on disposition of property and equipment 0.1 0.1 0.0 0.3 0.1 1.0 0.8 0.5 0.1 0.1 0.3 0.3 

Adj. EBITDA, as reported 16.8 25.1 23.3 31.8 46.8 63.7 66.8 11.8 13.8 17.3 20.8 14.9 

Restructuring Costs 0.0 (0.6) 0.0 (6.0) (1.8) (1.4) (1.4) (0.1) (0.1) (0.6) (0.6) (0.1)

Acquisition/Transaction Costs 0.0 0.0 (0.7) (0.3) (0.8) (1.3) (1.3) (0.0) (0.0) (0.8) (0.4) (0.1)

Cash stock-based compensation expense 0.0 0.0 0.0 0.0 0.0 0.0 (0.4) 0.0 0.0 0.0 0.0 (0.4)

(Gain)/Loss on disposition of property and equipment (0.1) (0.1) (0.0) (0.3) (0.1) (1.0) (0.8) (0.5) (0.1) (0.1) (0.3) (0.3)

Finance Lease Expense (2.9) (3.1) (2.9) (3.0) (3.1) (3.7) (3.9) (0.9) (0.9) (0.9) (1.0) (1.1)

Adj. EBITDA, Spruce Point $13.8 $21.3 $19.6 $22.2 $41.0 $56.4 $59.0 $10.3 $12.7 $14.9 $18.5 $12.9 

We Believe Limbach’s Adj. EBITDA Is Overstated 
As Reported

We believe Limbach’s reported Adj. EBITDA is overstated. To start, the Company excludes finance lease costs from its Adj. 

EBITDA calculation. Because finance lease costs are recorded on the income statement as amortization and interest expenses, 

both of which are added back to EBITDA, the costs of finance leases are effectively excluded, overstating the Company’s true 

economic earnings. Limbach’s finance leases are primarily tied to real estate, vehicles, and equipment, and thus are integral to the 

Company’s ongoing operations and must be appropriately accounted for. Between 2019 and 2024, these expenses totaled 

approximately $19 million, making them a significant recurring expense. Limbach also makes the aggressive choice to add one-

time gains on property and equipment sales to its Adj. EBITDA calculation; these non-recurring gains added roughly $1 million to 

Limbach’s reported 2024 Adj. EBITDA total. 

Source: Limbach financial statements, Spruce Point analysis 

Limbach made a subtle reporting 

change in Q1’25 that we believe allows 

the Company to potentially add-back 

cash compensation payments to Adj. 

EBITDA. More on the next slide.

We believe Limbach’s treatment of acquisition and restructuring costs in its 

Adj. EBITDA calculation is overly permissive. M&A is a core component of 

the Company’s growth strategy, not a one-off event, and as such, related 

transaction costs should not be excluded from profitability metrics. 

Similarly, restructuring charges have appeared with enough frequency to 

suggest they are recurring, not exceptional. 
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Subtle Reporting Change May Allow Limbach To 
Add Back Cash Compensation To Adj. EBITDA

We believe a subtle change in how Limbach reports stock-based compensation for its Adj. EBITDA calculation may allow the 

Company to add cash compensation expenses to Adj. EBITDA. We believe this already happened in Q1’25 when the $2 million of 

stock-based compensation the Company added back to Adj. EBITDA was $0.4 million greater than the $1.6 million of non-cash 

stock-based compensation Limbach reported on its cash flow statement. Since management’s cash bonuses are tied to EBITDA, 

management has a clear incentive to flatter it, and we believe this subtle change may allow them to do that.

Limbach removed the 

“Non-cash” descriptor 

for the first time in 

Q1’25 from the stock-

based compensation 

adjustment to Adj. 

EBITDA.

Stock Based Compensation: Cash Flow Statement vs. Adj. EBITDA

$ in mm 2019 2020 2021 2022 2023 2024 Q1'24 Q2'24 Q3'24 Q4'24 Q1'25

Non-Cash Stock-Based Compensation, 

Cash Flow Statement
$1.8 $1.1 $2.6 $2.7 $4.9 $5.8 $1.2 $1.5 $1.6 $1.5 $1.6 

Stock-Based Compensation, Added Back to 

Adj. EBITDA
1.8 1.1 2.6 2.7 4.9 5.8 1.2 1.5 1.6 1.5 2.0 

Difference $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 ($0.4)

Source: Limbach financial statements, Spruce Point analysis, Red line emphasis by Spruce Point 

Prior to Q1’25, the amount of stock-based compensation added back for the Company’s Adj. EBITDA calculation was 

equal to the amount reported on the cash flow statement.  
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Limbach Appears To Have Been Restructuring Its 
Southern California Business Since At Least 2020

Source: Limbach financial statements, press releases, and earnings call transcripts, Spruce Point analysis 

Limbach recorded $6 million in restructuring charges in 2022 tied to downsizing its Southern California and Eastern Pennsylvania 

operations. Yet, despite formally winding down these branches three years ago, the Company has continued to report restructuring 

charges in every quarter since, conveniently inflating Adj. EBITDA. This ongoing pattern raises questions: what exactly is being 

restructured at this point? The 10-Ks and 10-Qs provide no meaningful detail on the nature of the charges. Management first 

referenced restructuring efforts in Southern California in Q1’20, yet five years later, related charges continue. 

$ in mm 2019 2020 2021 2022 2023 2024 LTM Q1'23 Q2'23 Q3'23 Q4'23 Q1'24 Q2'24 Q3'24 Q4'24 Q1'25

Restructuring 

Charges
$0.0 $0.6 $0.0 $6.0 $1.8 $1.4 $1.4 $0.2 $0.5 $0.3 $0.7 $0.1 $0.1 $0.6 $0.6 $0.1 

FY22 Earnings Press Release

Q1’25 Earnings Press Release

Q1’20 Earnings Call

“Beyond the impact of a large project sales in New England in the first quarter of last year, we orchestrated a 

managed reduction of new sales activity in Southern California and Tampa. Our actions in Southern 

California were intended to reduce risk while we transition management and stabilize the operation, 

similar to the plan we executed successfully in the Mid-Atlantic operation.”

Restructuring the Southern California business appears to have impacted the Company since at least 

Q1’20. Limbach first mentioned restructuring Eastern Pennsylvania in May 2022, implying that effort 

has stretched on for several years as well. 
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We Believe Limbach Overstates Free Cash Flow 
By Excluding Key Uses Of Cash

We believe Limbach’s reported free cash flow is significantly overstated as it excludes some key recurring uses of cash. First, the 

Company excludes all working capital (“WC”) changes from its FCF calculation, which in some periods can be a significant use of 

cash. We believe WC changes should be included in Limbach’s FCF calculation because as a contractor primarily using cost-to-

cost accounting, its GAAP earnings are heavily influenced by management estimates and working capital is where the financial 

reality of project execution ultimately shows up.

Source: Limbach financial statements, Spruce Point analysis 

Limbach also excludes contingent consideration payments from its 

FCF calculation; given these are cash payouts tied to performance 

milestones, we believe they are economically similar to incentive 

compensation and should be factored into FCF. The Company’s FCF 

calculation also ignores rental equipment purchases and taxes paid 

related to equity awards, both tied to ongoing business operations. In 

aggregate, we believe the exclusion of these uses of cash from the 

Company’s FCF calculation has allowed Limbach to overstate FCF by 

over $37 million in the last 12 months alone. 

Like with its Adj. EBITDA, we also believe 

Limbach’s free cash flow should be 

adjusted for finance lease costs. Since the 

interest portion of finance leases already 

runs through operating cash flow, we only 

need to factor in the principal payment, 

which shows up in the financing section of 

the cash flows statement.

Reported vs. Spruce Point Adjusted Free Cash Flow

$ in mm 2019 2020 2021 2022 2023 2024 LTM Q1'24 Q2'24 Q3'24 Q4'24 Q1'25
Free Cash Flow, As Reported

Net Income ($1.8) $5.8 $6.7 $6.8 $20.8 $30.9 $33.5 $7.6 $6.0 $7.5 $9.8 $10.2 

Plus: Non-cash operating activities 16.6 13.8 17.0 17.6 18.2 24.5 24.8 4.7 6.7 5.9 7.2 5.1 

Less: Capex, less amounts spent on rental equipment (2.7) (1.5) (0.8) (1.0) (2.3) (3.0) (2.7) (0.5) (1.8) (0.3) (0.4) (0.2)

Free Cash Flow, as reported 12.1 18.1 22.9 23.4 36.7 52.3 55.6 11.8 10.9 13.0 16.6 15.0 

Adj. EBITDA to Free Cash Flow Conversion, as reported 72.4% 72.0% 98.5% 73.8% 78.4% 82.1% 83.2% 100.3% 78.7% 75.3% 79.9% 101.1%

Free Cash Flow, Spruce Point Adjusted

Cash Flow From Operating Activities (0.9) 39.8 (24.2) 35.4 57.4 36.8 43.0 (3.9) 16.5 4.9 19.3 2.2 

Less: Capex, including amounts spent on rental equipment (2.7) (1.5) (0.8) (1.0) (2.3) (7.5) (7.2) (2.5) (3.3) (0.4) (1.3) (2.2)

Less: Finance lease payments (2.5) (2.7) (2.6) (2.7) (2.7) (3.0) (3.2) (0.7) (0.7) (0.9) (0.7) (0.9)

Less: Payment of contingent consideration up to acquisition date 0.0 0.0 0.0 0.0 (1.8) (1.3) (3.6) 0.0 (1.3) (0.0) 0.0 (2.3)

Less: Taxes paid for stock-based compensation (0.1) (0.2) (0.5) (0.4) (0.8) (5.2) (10.7) (5.2) 0.0 0.0 0.0 (10.7)

= Free Cash Flow, Spruce Point Adjusted (6.3) 35.5 (28.1) 31.2 49.7 19.7 18.3 (12.4) 11.2 3.7 17.2 (13.8)

FCF Understated/(Overstated) As Reported ($18.4) $17.4 ($51.0) $7.8 $13.0 ($32.6) ($37.3) ($24.2) $0.3 ($9.4) $0.6 ($28.9)
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Our Math Shows Limbach’s Adj. EBITDA To FCF 
Conversion Rate Is Much Lower Than Reported

We believe Limbach significantly overstates its free cash flow, which in turn inflates its reported Adj. EBITDA-to-FCF conversion 

rate. While the Company claims an 80% conversion rate over the past six years, our Spruce Point-adjusted FCF analysis suggests 

the true figure may be less than 60%.

Source: Limbach financial statements, Spruce Point analysis 

Spruce Point’s Adjustments To Limbach's FCF Conversion Rate

Last

$ in mm 2019 2020 2021 2022 2023 2024 6-Yr

Adj. EBITDA, as reported $16.8 $25.1 $23.3 $31.8 $46.8 $63.7 $207.4 

Free Cash Flow, as reported $12.1 $18.1 $22.9 $23.4 $36.7 $52.3 $165.6 

Free Cash Flow Conversion, as reported 72.4% 72.0% 98.5% 73.8% 78.4% 82.1% 79.8%

Adj. EBITDA, Spruce Point $13.8 $21.3 $19.6 $22.2 $41.0 $56.4 $174.4 

Free Cash Flow, Spruce Point ($6.3) $35.5 ($28.1) $31.2 $49.7 $19.7 $101.8 

Free Cash Flow Conversion, Spruce Point (45.3%) 166.3% (143.3%) 140.4% 121.4% 34.9% 58.3%
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It is concerning that Limbach removed working capital targets from its incentive compensation plan targets after 2020, particularly 

given the Company’s use of cost-to-cost accounting, where revenue and profit recognition are heavily tied to management 

estimates. In this model, working capital serves as a key indicator of whether projects are being executed as forecasted. By 

excluding working capital from performance incentives, management may have less financial motivation to ensure disciplined 

project execution. We are also concerned with the removal of “specific strategic goals” from the Company’s incentive 

compensation plan targets as it may signal a shift toward more short-term, financial oriented goals such as meeting certain 

EBITDA or total stock return thresholds.  

Source: 2022 Limbach Proxy Statement

Limbach Appears To Have Stopped Considering 
Working Capital For Incentive Comp Purposes 
After 2020 

2021 vs. 2020 Incentive Comp Targets

“For 2021, the non-equity incentive plan compensation was rewarded for the achievement of certain Company-wide Adjusted 

EBITDA targets.” 

“For 2020, the non-equity incentive plan compensation was based on the achievement of certain Company-wide Adjusted EBITDA, 

working capital and specific strategic goals.”

https://www.sec.gov/Archives/edgar/data/1606163/000160616322000004/a2022proxystatement.htm
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Lawsuit Highlights Need To Consider Working 
Capital When Evaluating Free Cash Flow

A recent lawsuit filed by Limbach subsidiary Jake Marshall underscores why evaluating working capital is crucial. After a prime 

contractor abandoned a project where Jake Marshall was a subcontractor, Jake Marshall was left with a $4.6 million unpaid 

balance, $3.4 million of which was from unapproved change orders. Because Jake Marshall’s contract required written approval 

for such changes, we believe that amount is likely unrecoverable. Under cost-to-cost accounting, Limbach would have recognized 

profit as work progressed on the project but now may never collect the cash due for work performed, highlighting the need to 

evaluate working capital when assessing Limbach’s free cash flow.

Source: Jake Marshall LLC. vs. Liberty Mutual, Red line emphasis by Spruce Point

The largest component of Limbach’s outstanding 

balance from the prime contractor is $3.4 million of 

unapproved change work orders.

Jake Marshall’s contract with the prime contractor indicates 

that contract changes that have not been agreed to in writing 

by both parties are not valid. 

https://www.pacermonitor.com/public/case/58060851/Jake_Marshall,_LLC_v_Liberty_Mutual_Insurance_Company
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We Believe The Strongest Signal For Aggressive 
Accounting Lies In Delta Between Adjusted 
Earnings And Free Cash Flow Growth 

We believe one of the clearest signs of aggressive accounting at Limbach is the disconnect between its steadily rising adjusted 

earnings and stagnant free cash flow. Despite acquiring five companies between 2021 and 2024, our calculation for Limbach’s 

LTM free cash flow is over $17 million below its 2020 level.

Limbach's Adj. EBITDA vs. Free Cash Flow

Source: Limbach financial statements, Spruce Point analysis 

$ in mm
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Comparable Companies, A/R Analysis
$ in mm Allowance Allowance Provision Provision

Gross For Credit % of Gross For Credit % of

Ticker Company Name A/R Losses A/R Losses Allowance

EME EMCOR GROUP, INC. $3,833.2 $25.0 0.7% $12.1 48.5%

FIX COMFORT SYSTEMS USA, INC. 2,068.8 17.7 0.9% 8.0 45.1%

ABM ABM INDUSTRIES INCORPORATED 1,627.7 24.2 1.5% 8.7 36.0%

APG API GROUP CORPORATION 1,364.0 8.0 0.6% 4.0 50.0%

MTZ MASTEC, INC. 1,363.9 18.8 1.4% (1.1) N/A

MTO.L MITIE GROUP PLC 734.6 13.3 1.8% 3.1 23.2%

IESC IES HOLDING, INC. 517.6 1.9 0.4% 1.2 65.4%

GDI.TO GDI INTEGRATED FACILITY SERVICES INC. 420.5 8.8 2.1% 3.7 41.7%

NVEE NV5 GLOBAL, INC. 329.4 5.2 1.6% 1.4 26.5%

AGX ARGAN, INC. 108.4 1.9 1.8% N.R. N.R.

High $3,833.2 $25.0 2.1% $12.1 65.4%

Average $1,236.8 $12.5 1.3% $4.6 42.0%

Median $1,049.2 $11.0 1.4% $3.7 43.4%

Low $108.4 $1.9 0.4% ($1.1) 23.2%

LMB LIMBACH HOLDINGS, INC. $111.3 $0.4 0.4% $0.2 58.7%

Limbach’s Allowance For Credit Losses Appears 
Insufficient

At 0.4% of gross A/R, Limbach’s allowance for credit losses is among the lowest relative to peers, which may be inflating the 

Company’s reported earnings. If Limbach maintained a reserve more in line with peer averages, its annual provision expense 

would likely be higher, reducing earnings. For example, if the Company held an allowance equal to 1.5% of gross A/R and 

continued provisioning at roughly 50% of the allowance annually, it would require increasing its annual provision from $0.2 million 

to $0.8 million. 

Source: Spruce Point analysis. Note: GDI figures translated into US$. 
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Limbach’s Revenue Disclosures Lack Depth 
When Compared With Peers

We believe Limbach’s disclosures on revenue in its MD&A are weak, especially when stacked up against some of its peers. 

Limbach simply reports ODR vs. GCR segment revenue, while FIX breaks out its revenue by service, customer type, and activity 

type. EME even presents a sector breakdown by segment. These additional layers of detail provide investors with a clearer view of 

underlying business drivers and risk exposures. Limbach’s limited disclosure, by contrast, makes it difficult to assess the sector 

concentration of its revenue base.

Source: Spruce Point analysis, FIX Q1’25 10-Q, EME Q1’25 10-Q

FIX’s Q1’25 Revenue Disaggregation EME’s Q1’25 Revenue Disaggregation

https://www.sec.gov/ix?doc=/Archives/edgar/data/0001035983/000155837025005411/fix-20250331x10q.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0000105634/000010563425000029/eme-20250331.htm#fact-identifier-552
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Limbach’s Previous Weaknesses In Internal 
Controls Underscore The Complexity of 
Construction Accounting

To illustrate the challenges of managing an accounting function within a construction company, consider that Limbach reported a 

material weakness in its internal control over financial reporting from 2016 to 2018. Notably, several of the identified issues were 

tied to accounting for construction project-related items, underscoring the inherent complexity of financial oversight in this sector. 

Limbach’s controller in 2018 was Dan Murtha, who continues to work at Limbach as its SVP of Finance & Accounting. 

Source: Limbach financial statements, Spruce Point analysis 

Material Weaknesses

As Of: Cause of Weakness
12/31/2018 “Our controls related to monthly project reviews and the review of our work-in-process schedule did not operate 

effectively for the year ended December 31, 2018. Specifically, in certain limited instances, management determined 

that monthly project reviews were ineffective in properly identifying project claim and pending change order 

(“PCO”) situations, thereby resulting in improper and untimely accounting for these issues. In those instances, our 

primary controls did not operate at a precision level sufficient to detect errors in project accounting.”

12/31/2017 “Our controls around contract administration and our work-in-process schedule did not operate effectively, thereby 

resulting in net favorable gross profit and pre-tax income adjustments totaling $566,000 for the year ended December 

31, 2017. Specifically, in certain limited instances, our work-in-process schedule was not accounted for in 

accordance with related billing and other contractual terms and, in those instances, our review of the work-in-

process schedule did not operate at a precision level sufficient to detect errors in project accounting. Additionally, we 

have not yet completed a full employee access level review of all of our financially significant accounting systems”

12/31/2016 “We have not yet fully developed the required accounting and financial reporting control environment to achieve 

sufficient precision and timeliness of review. We have not established access review controls for employees who post 

journal entries to ensure that access is required for their job responsibilities. The infrastructure of the accounting 

department, including the complement of personnel, is not sufficient to account for complex or infrequent 

transactions, such as business combinations, preferred stock, warrants and convertible debt, to review the work of third-

party consultants, material agreements, and journal entries and medical claims incurred but not reported and underlying 

support with the necessary level of precision in management review controls, or to fully handle SEC reporting 

requirements. Limitations with our current financial close processes and supporting systems adversely impact our ability 

to generate financial statements that are free of material misstatement on a timely basis; and We have not yet 

established processes and internal controls sufficient to properly accrue for all goods and services received at 

project sites, but not invoiced to the Company on a timely basis.”



We Believe Investors Are 
Overlooking Intensifying Competitive 
Pressure From Private Equity-Backed 
Platforms
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We Believe Private Equity’s Growing Presence In 
The Facility Services Industry Presents Risks To 
Incumbent Players Like Limbach

Source: TM Capital 2024 Facility Services report, Alvarez & Marsal report, Lincoln International Q1’25 Facility Services update, Red line emphasis by Spruce Point

On its Q1’25 earnings call, Limbach’s management, for the first time, publicly acknowledged the growing role of private equity in 

the industry and briefly addressed its potential impact, particularly in the context of M&A activity. While the topic was raised, we 

believe management largely downplayed the risks, suggesting they do not view private equity-backed competitors as a material 

threat to Limbach’s deal pipeline. We see it differently and believe private equity’s growing presence in the facility services space 

poses a rising threat to incumbents like Limbach. PE-backed platforms are typically well-capitalized, enabling them to outbid 

incumbent players in M&A and more effectively deploy technology to scale operations and enhance customer value.

According to TM Capital’s 2024 Facility Services report, the number 

of well-informed investors keyed on facility services has never been 

greater.

Alvarez and Marshall notes that PE deals in the space have trended 

upward in recent years as investors have keyed in on the space. 

Lincoln International lists 4 pages of PE sponsored facility services 

M&A deals that occurred in Q1’25 alone highlighting the increased 

attention to the space.

LMB Q1’25 Earnings Call

“So it's interesting from a private equity 

perspective, I think what that does is 

ultimately really shows people that are selling 

their business, just a differentiation between 

maybe going down that route versus the 

Limbach route. So I think the saturation in 

the market has allowed us to differentiate 

ourselves. And I think what it really comes 

down to is our approach is just different. 

We're going to patient, diligent. We're going 

to take our time. We're really focused not on 

just the deal itself, but what the deal is going 

to look like over the long term.”

https://tmcapital.com/research/tm-capitals-2024-facility-services-report/
https://www.alvarezandmarsal.com/insights/unlocking-private-equity-opportunities-in-facilities-services-sector
https://cdn.lincolninternational.com/wp-content/uploads/Q1_2025_Facilities-Services-Market-Update.pdf
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A Representative Sample of PE-Sponsored 
Platforms In The Facility Services Industry

The facility services sector has become increasingly crowded with private equity-backed platforms, intensifying competition and 

accelerating consolidation. Below is a representative sample of platforms active in the sector today:

Source: Spruce Point Analysis

Facility Services PE Platforms

Name PE Sponsor Source
Apex Service Partners Alpine Investors Link

Archkey Solutions 26North Link

Bluejack Fire & Life Safety Agellus Capital Link

BluSky Partners Group and Kohlberg & Company Link

CoolSys Ares Link

Heartland Home Services The Jordan Company Link

Industrial Service Solutions Wynnchurch Capital Link

Legence Blackstone Link

Nations Roof AEA Investors Link

Premistar Partners Group Link

Service Logic Leonard Green & Partners Link

Servpro Blackstone Link

Sila Services Goldman Sachs Link

Site Logiq AEA Investors Link

The Facilities Group Greenbriar Equity Group Link

Fidelity Building Services Onex Link

United Building Solutions AE Industrial Partners Link

United Site Services Platinum Equity Link

https://alpineinvestors.com/update/alpine-launches-apex-service-partners/
https://www.prnewswire.com/news-releases/26norths-private-equity-platform-to-acquire-archkey-solutions-in-debut-deal-302238006.html
https://www.businesswire.com/news/home/20250226267863/en/Agellus-Capital-Combines-FirePro-Tech-LLC-Chase-Fire-and-AAA-Fire-Protection-Services-to-Create-a-National-Fire-Life-and-Safety-Acquisition-Platform
https://www.partnersgroup.com/news-and-views/press-releases/investment-news/detail?news_id=1afb676b-e9e8-4441-b359-7c4168fa1250
https://coolsys.com/resource/coolsys-acquired-by-ares-management-corporation/
https://www.prnewswire.com/news-releases/the-jordan-company-lp-closes-acquisition-of-heartland-home-services-301193310.html
https://www.wynnchurch.com/news/wynnchurch-capital-invests-in-industrial-service-solutions
https://www.blackstone.com/insights/article/from-therma-holdings-to-legence/#:~:text=Jeff%20Sprau,-CEO%2C%20Legence&text=%E2%80%9CA%20brand%20transformation%20can%20simplify,a%20big%20value%2Dcreator.%E2%80%9D
https://www.aeainvestors.com/aea-acquires-nations-roof/
https://premistar.com/blog/2022/05/24/partners-group-has-signed-a-definitive-agreement-to-acquire-reedy-industries-a-leading-provider-of-commercial-hvac-services/
https://www.leonardgreen.com/service-logic-announces-acquisition-by-leonard-green-partners-from-warburg-pincus/
https://www.blackstone.com/news/press/servpro-leading-franchisor-of-residential-and-commercial-property-damage-restoration-services-announces-recapitalization-and-long-term-partnership-with-blackstone/
https://am.gs.com/en-us/individual/news/press-release/2024/sila-services-investment
https://www.aeainvestors.com/aea-acquires-sitelogiq/
https://www.prnewswire.com/news-releases/the-facilities-group-welcomes-strategic-growth-investment-by-greenbriar-301477900.html
https://fidelitybsg.com/onex-partners-to-acquire-fidelity-building-services-group/
https://peprofessional.com/2025/02/aei-acquires-united-building-solutions-from-crescendo-capital/
https://www.platinumequity.com/our-company/united-site-services/
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Major PE Platforms Are Likely Looking At The 
Same Deals As Limbach

Limbach’s acquisitions over the last five years have been on companies generating between $10-$120 million in revenue and 

between $1-$10 million in EBITDA at the time of acquisition, placing Limbach’s target companies squarely in the sights of some of 

the largest PE backed platforms in the sector.  

Source: PremiStar News, Agellus Capital Investment Criteria, PremiStar’s acquisitions program, Red line emphasis by Spruce Point

PremiStar, a Partners Group backed platform, has already 

made several acquisitions in 2025. PremiStar’s target 

companies are between $10-$100 million in revenue, 

directly overlapping Limbach’s target universe. 

Agellus Capital, which backs the Bluejack Fire & Life 

Safety platform, notes that it considers add-ons of any 

size, underscoring how platform companies and their PE 

sponsors are aggressively pursuing even the smallest 

deals in their push for scale, likely putting potential 

Limbach acquisition targets squarely in their sights.

https://premistar.com/news/
https://www.agellus.com/investment-criteria
https://premistar.com/acquisitions-program/
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Technology Likely To Become A Key 
Differentiator In The Facility Services Sector

Source: TM Capital 2024 Facility Services Report, Red line emphasis by Spruce Point

TM Capital, in its 2024 Facility 

Services report, emphasized that 

technology is poised to become a 

major differentiator in the sector. 

While the industry has historically 

been low-tech, TM notes that is 

rapidly changing. 

Going forward, firms that can 

effectively invest in and deploy 

technology will have a competitive 

advantage, and TM believes this 

environment favors sophisticated, 

scaled platforms that can leverage 

tech to drive efficiency, 

consistency, and customer value. 

We see this as a net negative for 

Limbach, which we view as being a 

legacy contractor at its core and 

thus less structurally equipped to 

adapt to a technology-driven 

service model. 

https://tmcapital.com/research/tm-capitals-2024-facility-services-report/
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We Believe The Market Underappreciates The 
Risk From Major OEMs Developing In-House 
Service Solutions

In addition to competitive pressure from scaling private equity platforms, an industry expert we spoke with noted that one of the 

biggest risks he sees for companies like Limbach is large OEM companies expanding their service and solutions businesses. 

Spruce Point Call With Industry Expert

“…and that is a topic of concern because when 

OEM's get into this space, which they are trying to, 

and they'll be very efficient if they want to just be 

aggressive with that to strike away these turnkey 

providers on larger key accounts and then just 

have the cake for themselves. It's going to hurt 

revenues unless companies like Limbach pivot towards 

owning any IP. Owning these systems that they're 

providing, which they cannot at this time because 

they're generally taking equipment from Johnson 

Controls, Trane, Siemens, Carrier, Bosch, Honeywell 

and they're putting that together for the customer. 

These companies are all already known to be 

getting in now, you know Rockwell and Honeywell, 

they're already in the system to work directly with 

large key accounts, they install the systems, and 

so systems integrators are now shrinking in size. 

They're not getting a lot of businesses when it comes 

to scale because Honeywell, Rockwell, Bosch, who are 

thriving at those turnkey projects as well as getting 

them equipment and that is also moving its flavors in 

the building technology space in terms of HVAC as 

well.” 

Source: Spruce Point Research

Examples of OEMs Acquiring Service Companies

Acquirer Date Target Notes Link
Trane 

Technologies

1/3/2025 BrainBox AI Decarbonization and 

energy reduction 

solutions provider.

Link

Trane 

Technologies

9/23/2024 Damuth Services A leading regional 

distributor and service 

provider of HVAC 

systems.

Link

Honeywell 12/8/2023 Carrier's Global Access 

Solutions Business

Global leader in 

advanced access and 

security solutions.

Link

Lennox 10/25/2023 AES Provides installation 

services, adapter 

curbs, and reclaim 

services in the light 

commercial market. 

Link

Bosch 5/7/2023 Paladin Technologies A leading provider of 

security and life safety 

solutions and system 

integration services in 

North America.

Link

Trane 

Technologies

4/1/2022 Tozour Energy Systems A leading regional

distributor and service 

provider of HVAC 

systems.

Link

http://investors.tranetechnologies.com/news-and-events/news-releases/news-release-details/2025/Trane-Technologies-Completes-Acquisition-of-BrainBox-AI/default.aspx
https://www.trane.com/commercial/north-america/us/en/about-us/newsroom/press-releases/trane-technologies-acquires-damuth-services-inc.html
https://www.prnewswire.com/news-releases/carrier-announces-agreement-to-sell-global-access-solutions-business-to-honeywell-for-4-95-billion-302010010.html
https://investor.lennox.com/news-releases/news-release-details/lennox-acquires-aes-expand-commercial-hvac-services
https://www.bosch-presse.de/pressportal/us/en/press-release-21312.html
https://www.trane.com/content/dam/Trane/Commercial/north-america/about-us/newsroom/press-releases/Trane-Technologies-Tozour-Release-May-2022.pdf
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Comments From Executives Of Building Systems 
OEMs Confirm Interest In Growing Their 
Services And Solutions Businesses

Source: Spruce Point research

OEM Executive Comments On Growing Services Businesses

JCI

Wolfe Conference 

5/25/2025

“And so I joined Danaher. And with the team there, we evolved the Danaher Business System to be far beyond factories. So over 

the last 14 years in Danaher -- and I'm sure you've seen that in investor presentations how much we, at the time, they know, talk 

about what we did on sales, on marketing, on service, on how to accelerate innovation and so on. All of those things are 

100% applicable at Johnson Controls.”

HON

Wolfe Conference

5/20/2025

“On the services side, it's all about ensuring that the value of delivering and the way we deliver that value, that strong 

customer relationship translates into strong project to service conversion, and we're quite pleased on what we're seeing 

there as well as our software solutions to where now you're able to decouple ourselves from the natural investment cycles, 

investment cycles are either building a new building or they have a refurbishment plan coming up.” 

CARR 

Carrier’s Analyst Day

5/19/2025

“We built a very strong service organization with dedicated and centralized playbooks that help serve our customers with 

life cycle management solutions.”

JCI

BofA Conference

5/14/2025

“And some of our customers want an OEM that stand behind the system and service the assets over its life, and 

hopefully, is there for the replacement down the line.” 

JCI

Q2’25 Earnings Call

5/07/2025

“Finally, our technological capabilities and our product domains are impressive. Our capabilities are evidenced by our many 

industry firsts and nearly 8,000 patents with more coming. Johnson Controls has come a long way over the last several years. But 

as I said, there's still great potential to unlock in this iconic technology-based and service-enabled company.”

TT

J.P. Morgan Conference

3/11/2025

“Yes. I mean I think the service business, obviously -- these are very sophisticated systems. So think of it as, the more 

sophisticated the system, the more aptitude there is for the OEM to do the service work, I'd start with that.”

TT

Barclays Conference

2/19/2025

“So that's the strength of the equipment markets. It brings the service tail and that service tail doesn't really start in those first 2 or 

3 years post installation, right? There's warranty periods, and we get through that warranty period and then the newer product 

probably needs a little bit less service, but you start growing that over time. The service dollars really bring that 8x to 10x the 

value of services versus the original equipment. That really starts kicking in a few years after installation.”

Below is a selection of recent statements from building systems OEM executives that showcase a deliberate push to expand their 

service and solutions offerings. Several highlight a clear intent to provide end-to-end lifecycle solutions, placing OEMs in direct 

competition with Limbach’s ODR business.
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Increased Competition Has Led To Potential 
Market Share Losses For Limbach

Source: ENR’s The Top 600 2018, ENR’s The Top 600 2024, Red line emphasis by Spruce Point 

Limbach’s declining position on the Engineering News-Record’s (“ENR”) Top Mechanical Contractors list, from 9th in 2018 to 14th 

in 2024, underscores intensifying competition in the sector and suggests the Company has lost market share over time. 

2018 2024

https://www.enr.com/ext/resources/static_pages/Top-600/Top-Lists/2018/Files/ENR1022_TOP600.pdf
https://www.enr.com/ext/resources/Issues/National_Issues/2024/28-Oct/ENR10282024_TOP600_compressed.pdf
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Limbach’s M&A Pipeline Also Faces Intensifying 
Competition From Large Strategic Players

In addition to growing competition from private equity buyers, Limbach also faces pressure from larger industry incumbents when 

pursuing M&A opportunities. Here is a representative list of recent acquisitions from four of Limbach’s largest competitors. 

Comfort Systems (NYSE:FIX) EMCOR Group (NSYE:EME)

Date Company Source Date Company Source

2/2/2024 J & S Mechanical Contractors, Inc Link 1/14/2025 Miller Electric Link

1/2/2024 Summit Industrial Construction, Inc. Link 7/5/2023 ECM Holding Group, Inc. Link

10/2/2023 Decco, Inc. Link 8/9/2022 Gaston Electrical Co. Link

2/22/2023 Eldeco, Inc. Link 8/5/2021 Quebe Holdings Inc. Link

4/4/2022 Atlantic Electric LLC Link 4/5/2021 Dallas Mechanical Group LLC. Link

1/5/2022 MEP Holding Co. Link 11/4/2019 Batchelor & Kimball Inc. Link

8/3/2021 Amteck LLC Link 1/11/2019 Hill York Air Conditioning & Energy Solutions Link

3/10/2020 Tas Energy Inc. Link

2/10/2020 Starr Electric Co. Link

ACCO Engineered Systems (Private) Southland Industries (Private)

Date Company Source Date Company Source
7/25/2023 Quality Controls Systems’ Las Vegas HVAC 

service business

Link 4/4/2022 The Brandt Companies Link

1/12/2023 PLS Companies Link 11/2/2020 Burns Mechanical Link

4/12/2019 Applied Mechanical Link

4/12/2019 Pyramid Mechanical Service Link

Source: Spruce Point research

https://www.businesswire.com/news/home/20240202103396/en/Comfort-Systems-USA-Announces-Acquisition
https://emcorgroup.com/investor-relations/press-releases/2025-news/emcor-group-inc-release
https://investors.comfortsystemsusa.com/news-releases/news-release-details/comfort-systems-usa-announces-acquisition-15
https://emcorgroup.com/investor-relations/press-releases/2023-news/emcor-group-inc-announces-agreement-to-acquire-ecm
https://www.decco.com/2023/10/16/decco-inc-joins-comfort-systems-usa/
https://emcorgroup.com/investor-relations/press-releases/2022-news/emcor-group-inc-announces-acquisition-gaston-electrical-co-llc
https://www.businesswire.com/news/home/20230222005748/en/Comfort-Systems-USA-Reports-Fourth-Quarter-and-Full-Year-2022-Results-Announces-Acquisition
https://www.businesswire.com/news/home/20210805005894/en/EMCOR-Group-Inc.-Acquires-Quebe-Holdings-Inc.
https://www.businesswire.com/news/home/20220404005093/en/Comfort-Systems-USA-Announces-Acquisition
https://www.businesswire.com/news/home/20210405005322/en/EMCOR-Group-Inc.-Acquires-Dallas-Mechanical-Group-LLC
https://www.businesswire.com/news/home/20220105005930/en/Comfort-Systems-USA-Announces-Acquisitions
https://www.contractormag.com/management/article/20884313/emcor-group-acquires-batchelor-kimball-inc
https://investors.comfortsystemsusa.com/news-releases/news-release-details/comfort-systems-usa-announces-acquisition-12
https://www.sun-sentinel.com/2019/01/11/hill-york-one-of-south-floridas-first-air-conditioning-contractors-acquired-by-fortune-500-company/
https://investors.comfortsystemsusa.com/news-releases/news-release-details/comfort-systems-usa-announces-acquisition-9
https://investors.comfortsystemsusa.com/news-releases/news-release-details/comfort-systems-usa-announces-acquisition-8
https://www.accoes.com/acco-engineered-systems-announces-acquisition-in-las-vegas/
https://southlandind.com/article/southland-industries-acquires-brandt-companies
https://www.accoes.com/pls-companies/
https://southlandind.com/article/southland-industries-acquires-burns-mechanical
https://www.accoes.com/acco-engineered-systems-announces-two-key-acquisitions-in-northern-nevada/
https://www.accoes.com/acco-engineered-systems-announces-two-key-acquisitions-in-northern-nevada/


We See 20% - 50% Potential Downside 
Risk To Limbach’s Stock Price
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We Believe The Sell-Side Is Overlooking Key Risks

We believe the Street is overly bullish on Limbach, highlighted by its unanimous Buy rating on the Company. In our view, this 

optimism overlooks key risks, namely decelerating organic growth and a lack of consistent free cash flow generation. Additionally, 

we don’t believe the sell-side has fully accounted for the growing competitive threat posed by private equity-backed platforms and 

OEMs expanding their service offerings, both of which are positioned to take share from Limbach.

Ratings Distribution

Source: Bloomberg and based on July 21st closing price.

100%

Buy

Analyst Recommendation Price Target

Stifel Nicolaus Buy $163.00 

Lake Street Buy $156.00 

Roth Capital Buy $127.00 

CJS Securities Market Outperform $120.00 

Average Price Target:                              

 % implied upside

$141.50 

14%
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Spruce Point’s 2026E Model

For 2025, we estimate the ODR segment will generate low-single digit organic growth combined with over $100 million in 

incremental revenue between the Pioneer Power, Consolidated Mechanical, and Kent Island acquisitions. We expect this will be 

partially offset by a mid-single digit organic decline in the GCR segment, consistent with the segment’s multi-year contraction. For 

2026, we estimate the ODR segment will generate low-to-mid single digit organic growth combined with ~$60 million in 

incremental revenue from the Pioneer Power acquisition. We expect this will be partially offset by the GCR segment, which we 

estimate will trend flat to a mid-single digit revenue decline. We assume no further acquisitions in our model. 

Source: Spruce Point Analysis

Fiscal Year Ended 12/31

$ in mm 2019 2020 2021 2022 2023 2024 2025E Low '26E Base '26E
Revenue Growth %

ODR 10.5% 10.3% 54.2% 21.1% 31.9% 32.5% 15.6% 17.1%

GCR 0.6% (20.6%) (19.9%) (9.3%) (31.9%) (5.2%) (5.0%) 0.0%

Total 2.7% (13.7%) 1.3% 3.9% 0.5% 19.9% 10.2% 12.6%

Revenue $

ODR $115.1 $127.2 $140.3 $216.4 $262.0 $345.5 $457.9 $529.3 $536.2 

GCR 438.2 441.0 350.0 280.4 254.4 173.3 164.2 156.0 164.2 

Total $553.3 $568.2 $490.4 $496.8 $516.4 $518.8 $622.1 $685.3 $700.4 

Gross Profit

ODR $28.4 $36.3 $40.5 $55.1 $76.1 $107.8 $135.8 $151.4 $158.2 

GCR 43.5 45.1 45.4 38.6 43.2 36.5 37.3 34.3 36.9 

Total $71.9 $81.4 $85.9 $93.7 $119.3 $144.3 $173.1 $185.7 $195.1 

Gross Margin

ODR 24.7% 28.5% 28.9% 25.5% 29.0% 31.2% 29.7% 28.6% 29.5%

GCR 9.9% 10.2% 13.0% 13.8% 17.0% 21.1% 22.7% 22.0% 22.5%

Total 13.0% 14.3% 17.5% 18.9% 23.1% 27.8% 27.8% 27.1% 27.9%

Adj. EBITDA, Spruce Point $13.8 $21.3 $19.6 $22.2 $41.0 $56.4 $72.3 $79.1 $85.4 

Margin 2.5% 3.8% 4.0% 4.5% 7.9% 10.9% 11.6% 11.5% 12.2%
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Comparable Companies

Limbach trades at over 18x our estimate for its FY26E Adj. EBITDA, a large premium when compared to peers. We believe this 

premium is unwarranted considering the Company’s decelerating organic revenue growth, non-existent free cash flow growth, and 

its aggressive accounting methods which we believe may overstate earnings quality and obscure the true underlying volatility of 

the business.

Source: Spruce Point analysis and based on 7/21/25 prices. Note: EBITDA figures are adjusted for finance lease costs where relevant and converted into US$ where relevant

Facility Maintenance And Services Comparable Companies

$ in mm

Enterprise

Value

2026E

Sales

Growth %

2026E

Gross 

Profit

Margin %

2026E

EBITDA

Margin %

2026E

OCF

Margin %

2026E

EV / 

Sales

Multiple

2026E

EV / Gross 

Profit

Multiple

2026E

EV / 

EBITDA

Multiple

2026E

EV / 

OCF

MultipleTicker Company Name

EME EMCOR GROUP, INC. $25,145 5.8% 18.8% 10.0% 7.6% 1.4x 7.7x 14.4x 19.1x 

FIX COMFORT SYSTEMS USA, INC. 19,296 6.8% 21.6% 13.1% 11.0% 2.3x 10.8x 17.8x 21.1x 

APG API GROUP CORPORATION 17,028 5.8% 31.1% 13.9% 11.1% 2.1x 6.9x 15.4x 19.4x 

MTZ MASTEC, INC. 16,191 9.0% 13.2% 7.7% 5.9% 1.1x 8.2x 14.1x 18.4x 

IESC IES HOLDING, INC. 6,214 11.1% N/A 13.4% 9.2% 1.7x N/A 12.6x 18.3x 

ABM ABM INDUSTRIES INCORPORATED 4,568 2.6% 12.7% 6.1% 3.8% 0.5x 4.1x 8.6x 13.6x 

MTO.L MITIE GROUP PLC 2,704 5.5% 11.4% 5.2% 4.2% 0.4x 3.1x 6.9x 8.4x 

AGX ARGAN, INC. 2,278 18.3% 16.6% 12.3% 10.7% 2.0x 12.1x 16.3x 18.7x 

NVEE NV5 GLOBAL, INC. (1) 1,685 5.2% 52.1% 16.0% 12.4% 1.6x 3.0x 9.8x 12.6x 

GDI.TO GDI INTEGRATED FACILITY SERVICES, INC. 863 3.7% 18.2% 4.7% 4.5% 0.4x 2.4x 9.5x 9.8x 

High $25,145 18.3% 52.1% 16.0% 12.4% 2.3x 12.1x 17.8x 21.1x 

Average $9,597 7.4% 21.7% 10.2% 8.0% 1.4x 6.5x 12.5x 15.9x 

Median $5,391 5.8% 18.2% 11.2% 8.4% 1.5x 6.9x 13.3x 18.4x 

Low $863 2.6% 11.4% 4.7% 3.8% 0.4x 2.4x 6.9x 8.4x 

LMB LIMBACH HOLDINGS, INC. (Consensus) $1,516 8.7% 28.6% 13.6% 9.6% 2.2x 7.8x 16.3x 23.2x 

Spruce Point Adjusted $1,574 12.6% 27.9% 12.2% 8.8% 2.2x 8.1x 18.4x 25.6x 

1) NVEE announced merger on 5/15/25 with deal value implying a $1.7 billion enterprise value. Set to close H2’25.
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Comparable Companies In Graphs

Source: Spruce Point analysis, Limbach figures are based on Spruce Point estimates

2026E Gross Profit Margin % 2026E EV/Gross Profit Multiple

2026E Adj. EBITDA Margin %

2026E Operating Cash Flow Margin %
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2026E Operating Cash Flow Multiple
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Comparable Company NV5 Valued At Significant 
Discount To Limbach In Recent Merger

NV5 Global (Nasdaq: NVEE), a leading provider of infrastructure and building services, was identified by the company as a 

comparable to Limbach as recently as its March 2024 investor presentation. Similar to Limbach, NV5 was as a roll-up story.  NV5 

recently announced it was entering into a merger with Acuren Corporation (NYSE:TIC). NV5 was valued at 10x forward Adj. 

EBITDA in the deal, a roughly 50% discount to Limbach’s current valuation, raising further concerns about the sustainability of 

Limbach's valuation.  

Source: Acquisition press release, Red line emphasis by Spruce Point

https://www.sec.gov/ix?doc=/Archives/edgar/data/0001606163/000162828024010990/lmb-20240313.htm
https://s205.q4cdn.com/259715303/files/doc_news/2025/Acuren-Corporation-and-NV5-Global-Inc-Announce-Merger-with-2-Billion-Combined-Revenue.pdf
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Spruce Point Estimates 20% - 50% Potential 
Downside Risk

We believe Limbach is a low-quality roll-up touted as a recurring revenue facility services platform. Organic growth in 

the ODR segment, the Company’s key growth engine, has sharply decelerated. Private equity has increased its 

attention on the sector, likely making it more difficult for the Company to close M&A deals without sacrificing on price or 

quality. OEMs appear ready to grow their services businesses, likely taking share from incumbent players like Limbach. 

Free cash flow remains highly inconsistent. At over 18x our FY26E Adj. EBITDA estimate, Limbach trades at a valuation 

premium we view as completely disconnected from its fundamentals.

Factors Why We Believe Limbach’s Multiple 

Should Compress

• Organic growth appears to have rapidly decelerated in the 

last two quarters.

• Claims that ODR segment revenues are recurring appear 

exaggerated as weak backlog coverage suggests more 

transactional, project-based revenue profile.

• Free cash flow generation appears to be an issue for the 

Company as 2024 free cash flow was lower than what it 

generated in 2020.

• Private equity poses a growing threat: can outspend 

incumbents on acquisitions and better positioned to 

leverage technology to scale more efficiently and gain a 

competitive edge over incumbents.

• The ODR segment had its worst gross margin quarter 

since Q1’23, signaling a potential margin peak.

• Geographically growth story constrained to the 

Central/Eastern US

• Several members of board are connected to financial 

reporting fraud cases; the CFO was previously sued over 

alleged breach of fiduciary duty.

1) Includes total debt, operating lease liability, contingent consideration liability, 

self-insurance liability, and Pioneer Power acquisition

2) Common stock plus outstanding RSUs, MRSUs, and PRSUs

Source: Spruce Point analysis

$ in mm,

except per share figures

EV/Sales 

Multiple

EV/

EBITDA Multiple

Low

Case

Base

Case

Low

Case

Base

Case

2026E $685 $700 $79 $85

Multiple Range 1.2x 1.8x 10.0x 15.0x

Enterprise Value $822 $1,260 $790 $1,275

Plus: Cash $38 $38 $38 $38

Less: Debt(1) ($126) ($126) ($126) ($126)

Equity Value $734 $1,172 $702 $1,187

Diluted Shares(2) 12.0 12.0 12.0 12.0

Est. Share Price $61.16 $97.66 $58.50 $98.91

% Downside (51%) (21%) (53%) (20%)
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