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Investment Narrative
Industrials and Energy Committee – Knife River Corporation Pitch
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Knife River Corporation: A Cut Above
Investment Narrative

Source: Capital IQ, Market Data as of October 11, 2024.

Market Cap $4.95B

10/11 Close $87.50

Average Volume 330K

52 Week Range $46.51 – $93.77

NTM EV/EBITDA 12.02x

EBITDA Margin 15.8%

❑ Recommendation: LONG with a PT of $122.68, representing a 

upside of 37% from 10/11/24 close

Investment Thesis Introduction

1. Migration patterns and infrastructure age create a disproportionate 

need for construction services in KNF-operated states

2. KNF’s vertical integration allows them to severely underbid 

competitors, earning a larger share of this newly created business

3. Newly independent management already grown EBITDA by ~40% 

in FY23 with multiple levers for further margin upside.
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Company Overview
Industrials and Energy Committee – Knife River Corporation Pitch
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Aggregates-Led Construction Materials and Contracting Company
Company Overview

$2.9B LTM Revenue

Aggregates Ready-Mix 

Cement

Asphalt Other Contracting 

Services

16% of Rev 19% of Rev 14% of Rev 13% of Rev 38% of Rev

Higher Margin Lower Margin

Consolidated KNF

Operational Overview

Vertical Integration Summary

Idaho DOT 

Infrastructure

6 Highway 

Interchange 

Projects 

Foothills Corridor

2 Miles of  

Roadway & Add 

Two Lanes 

Oregon 99-15 to 

McDonald 

4 Miles of 

Roadway, 

Sidewalk, etc.

Brazos MF 2818 

Super Street

Reconstruct 

”Super Street” 

Intersection 

Thurston County 

Highway 77

Reconstruct

5.5 Miles of 

Roadway 

Recently Allocated Projects

AsphaltReady-Mix

Contracting

Source: Company Filings.
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Geographic Summary
Company Overview

Pacific

North CentralMountain

All Other

Aggregates Ready Mix Asphalt Contracting Services Other

Source: Company Filings.
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Aggregates

Product Portfolio Lifecycle
Company Overview

Source: Company Filings.

Knife River’s Product Portfolio

Upstream Products Downstream Products

Cement Aggregates

Quarrying Crushing & Grinding

Mixing

Gravel Sand Stone

Water

Mixing On-Site

Cement

Batching PlantHeated

Bitumen

Construction

Services

ConcreteReady-MixAsphalt
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Rock-Solid Financials

Source: Company Filings, Capital IQ.

Financial Tear Sheet (in Millions USD)

Company Overview

Healthy Amount of Leverage

Net Debt / EBITDA

Gradually Increasing Margins Through Seasonality

Margins Over Time

Fiscal 

Year
Sales Op Income

Net 

Income
EPS OCF Capex FCF DPS Shares Net Debt

2020 2,178 213 147 $2.60 232 136 96 - 56.6 NM

2021 2,229 190 130 $2.29 181 174 7 - 56.6 721

2022 2,535 193 116 $2.05 207 178 29 - 56.6 721

2023 2,830 311 183 $3.23 336 124 212 - 56.7 464

2024 1,136 63 30 $0.53 (58) 103 (161) - 56.8 693

-0.5x

0.0x

0.5x

1.0x

2020 2021 2022 2023

-20.0%

-10.0%

0.0%

10.0%

20.0%

30.0%

1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23 1Q24 2Q24

Gross Margin EBIT Margin Net Income Margin
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Public Project Funding Programs(3)

Overview of Government Funding Mechanisms
Company Overview

Source: Company Filings. (1) US Department of Commerce (2) US Department of Transportation (3) Respective State Governments

Federal Funding Bills (in Billions USD)(1)

11 of 14 KNF States have implemented New Statewide Funding Mechanisms for Public Projects
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$1,200

$1,400

CHIPS 3Q22 American Rescue
Plan Act 1Q21

IRA 3Q22 IIJA 4Q21

~194B

American Rescue Plan Act 

(ARPA)(2)

Record US Infrastructure Spending in Recent Years

~1.2T

Infrastructure Investment and 

Job Act (IIJA)(2)

New Funding

~$550B of new infrastructure 

spending, with ~$350B specific to 

roads and bridges

Renewed Funding

~$650bn of funding 

reauthorizations for DoT

Funding Allocations to KNF 

States

~$131bn of total IIJA amount 

allocated to states where KNF 

operates

Total Approved Funding 

Package

~$1.9trn in COVID-19 relief 

funding for states, schools and 

local governments

Funding Allocations to 

Infrastructure

~$194bn allocated to U.S. states

~$340mm of funding dedicated to 

roadways and bridges
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Industry Overview
Industrials and Energy Committee – Knife River Corporation Pitch
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Aggregates: The Foundation of American Infrastructure
Industry Overview

Source: Company Filings, U.S. Geological Survey.

US Aggregates Volumes (in Millions of Tons) US Aggregates Values (in Millions USD)

Attractive Industry with Structural Growth Drivers
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Total US Aggregates Value Knife River Aggregates Revenue

• Essential to construction and infrastructure

• Limited substitutes for high-quality aggregates

• Localized production requirements

• Fragmented with ~5,000 companies

• Pricing strength over four decades and through 

recessions

Aggregates Industry Characteristics

• Population Growth

• Gains in total employment

• Increase in household formations

• Additional housing stock and housing demand

• Multi-year federal transportation and infrastructure 

investment tax receipts and supportive state tax 

receipts

Growth Drivers
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Slicing Through Competition
Industry Overview

Source: Company Filings, Capital IQ, Debtwire. Multiples based on Market EV value. Some debt instruments have assumed pricing due to lack of data. Book & Market LRs use LTM 

EBITDA. Pricing as of 10/11/2024

KNF Competitive Set 

3.0%

2.1%

1.6%

KNF States Avg. U.S. National Avg. Non-KNF States Avg.

2.6%

2.1%

1.8%

KNF States Avg. U.S. National Avg. Non-KNF States Avg.

KNF States are More Productive than Natl. Average…  

10-YR Gross State Product CAGR ('11 - '21)

…with an Emphasis on Construction

10-YR Construction Industry CAGR ('11 - '21)

(in millions of $)
Equity Value Book EV Market EV x23A Rev xLTM Rev x24E Rev x25E Rev x23A EBITDA xLTM EBITDA x24E EBITDA x25E EBITDA x23A P/E xLTM P/E x24E P/E x25E P/E Book LR Mkt LR

KNF 5,056             5,734                       5,760 2.0x 2.0x 2.0x 1.9x 13.3x 12.7x 12.3x 11.4x 27.6x 25.6x 23.9x 21.0x 1.5x 1.6x
CRH 60,544          70,509                    70,316 2.0x 2.0x 1.9x 1.8x 11.5x 11.1x 10.2x 9.5x 19.1x 17.7x 16.2x 15.0x 2.1x 2.0x
MLM 32,033          33,075                    33,063 4.9x 5.0x 4.9x 4.4x 15.6x 16.2x 15.1x 13.4x 27.4x 15.7x 27.6x 23.4x 0.6x 0.6x
SUM 6,516             8,785                       8,828 3.4x 2.6x 2.1x 2.0x 15.9x 12.0x 9.0x 7.9x 22.8x 23.9x 22.0x 17.0x 3.8x 3.9x
VMC 31,959          35,333                    34,743 4.5x 4.6x 4.6x 4.3x 17.4x 17.3x 16.7x 14.8x 34.2x 34.9x 31.4x 26.2x 1.7x 1.4x
ACM 14,169          14,969                    14,985 1.0x 0.9x 0.9x 0.9x 15.0x 14.0x 13.4x 12.3x 72.4x 55.5x 22.5x 20.2x 2.3x 2.3x
FLR 8,673             7,195                       7,182 0.5x 0.5x 0.4x 0.4x 21.5x 16.0x 11.0x 9.5x 62.4x 21.0x 17.1x 15.0x 2.6x 2.5x
ROAD 3,212             3,638                       3,638 2.2x 2.1x 1.9x 1.7x 21.0x 17.8x 15.7x 13.5x 57.9x 45.6x 40.3x 32.3x 2.3x 2.3x
TPC 1,426             1,864                       1,905 0.5x 0.4x 0.4x 0.4x n.m. 17.6x 7.5x 6.1x n.m. n.m. 26.3x 15.8x 6.5x 6.9x
GVA 4,627             4,249                       4,249 1.2x 1.1x 1.1x 1.0x 28.6x 18.8x 10.0x 9.2x 106.1x 51.7x 20.2x 18.5x 0.0x 0.0x

Average 2.1x 2.0x 1.9x 1.8x 17.5x 15.1x 12.6x 11.2x 44.2x 31.3x 23.9x 20.3x 2.1x 2.1x
Median 2.1x 2.0x 1.9x 1.8x 17.5x 15.1x 12.6x 11.2x 44.2x 31.3x 23.9x 20.3x 2.1x 2.1x
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Investment Thesis
Industrials and Energy Committee – Knife River Corporation
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Worn Out Infrastructure Amplifies the Need for KNF’s Services
Thesis

Source: Company Filings. (1) ASCE 2021 Report Card For America’s Infrastructure (2) US Census Bureau (3) American Society of Civil Engineers 

US Infrastructure Earned a Near-Failing Grade

2021 ASCE Infrastructure Grades(1)

KNF States Prioritize Capital Spending

Capital Spending as a share of total state spending(2)

KNF States Are Below Avg. Age & Above Avg. Spend

BIL Funding per Capita vs ASCE Infrastructure Grade(3)
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US Migration Patterns Create Further Damage
Thesis

Source: Company Filings. (1) CBRE (2) US Census Bureau (3) Texas Department of Transportation 

Americans Are Moving Out of Cities…

Population Change in Gateway Cities (per million residents)(1)

…Into KNF-Operated States

10-YR Population CAGR of KNF States

Texas DoT Highway Funding (in $ Billions)(3)Texas Resident Population Change (in Millions)(2)

Case Study: Texas

(20,000)

(10,000)

0

10,000

2020 2021 2022 2023

Natural Change Immigration Domestic Migration Total Change

“[Knife River is] in much more of the midsized-type markets than a lot of these 

companies, too. So, they don't really operate in the major cities.” – Former 

KNF Regional Environmental & Business Development Manager (3)
-0.5% 0.0% 0.5% 1.0% 1.5% 2.0%

Alaska
Wyoming

Hawaii
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Iowa
Nebraska

Minnesota
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U.S. national average
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“Knife River has broad access to high-quality aggregates in most of its 

markets, which forms the foundation of its vertically integrated 

business model. The Company’s 1.1 billion tons of aggregate 

reserves provide the foundation for a vertically integrated business 

strategy with approximately 37 percent of its aggregates in 2023 

being used internally to support value-added downstream products 

and contracting services” – KNF FY23 10-K

Vertical Integration Paves the Way to Win New Business
Thesis

Source: Company Filings. (1) Tegus (2) California Department of Transportation (3) U.S. Department of Transportation (4) Slide 10 (*) Not to Scale 

Caltrans Project Bid (in Millions USD)(1,2)

Vertical Integration Enables KNF to Win on Price

$3

$6

$9

KNF Teichert Other

“An ideal goal is to try to be 2% and 5% between our number and our 

competitors' number. We see a 24%, something wasn't right. We 

don't know, did they have a problem with their bid? Did they forget 

something?” - Senior Estimator at Teichert(1)

“Because they are much more vertically integrated, I think they were 

selling to themselves at a lower margin, and then that diluted the 

overall margin of construction materials to be able to go in and win 

construction jobs” – Former Regional Environmental & Business 

Development Manager at KNF(1)

Bipartisan 

Road 

Infrastructure 

Spending of 

$2.5 T(3)

$197 B addressable market 

for KNF in 2025 following 

Congressional allocations

~$3.45 B of potential 

revenue opportunity since 

Infrastructure Laws Passed

US Infrastructure Spending Scaled to KNF Market Size(4,*)Federal Infrastructure Budget (in Billions USD)(3)

Back-of-the-Envelope TAM Calculation

$0 $2 $4 $6 $8 $10 $12 $14

MA

FTA

FRA

FAA

FHA

FY23A FY24A  FY25E

~24% Lower
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Constructive Environment for Margin Expansion
Thesis

Source: Company Filings. (1) Tegus (2) KNF Earnings Calls (3) InE Estimates (4) Canalyst

Under MDU Control, KNF was Undermanaged

Revenue vs EBITDA Margins ’20-’23 (in $ Millions)(1)

EDGE Program Case Study Represents Trend Reversal

Historical Revenue vs EBITDA Margins (in $ Millions)

InE Believes Street Underappreciates EDGE

Projected EBITDA Margins vs. Street(3,4)

Pilot Region Resulted in Guidance Raise

Adj. EBITDA Initial Guide v. Updated (in $ Millions)(2)

“I think the risk appetite will be more than it was. I mean they're pretty 

risk averse, I feel like whenever I was working there, I had to do a lot of 

things, and it was like you're killing me. These deals and just in three 

years. I can't believe that they didn't take advantage of this. But I 

think it would be different now those are not under MDU.” – Former 

Regional Environmental & Business Development Manager at KNF
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FY20 FY21 FY22 FY23

Revenue

EBITDA Margin

Key Drivers

• Strong growth 

from new 

Spokane 

prestress 

manufacturing 

facility

• Improve margins 

and market share 

with increased 

automation & 

pricing

• Expand 

leadership on 

service, quality, 

and price

EBITDA Margin 

Expansion

E
Excellence

E
Discipline

D
Growth

G
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Revenue EBITDA Margin

$55 $78

$354
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2023 Adjusted
EBITDA

2024 Adjusted
EBITDA

Guidance
Midpoint

Geographic
Segments &
Corporate
Services and
Eliminations

Energy
Services

$78 $58

$354 $408

2023 Adjusted
EBITDA

2024 Adjusted
EBITDA

Guidance
Midpoint

Initial 

Guidance

Updated 

Guidance

+11.5%

(29.6)% (26.4)%

$432.4

$450.0

$432.4
$465.0

+4.1% +7.5%

+15.0%
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Valuation
Industrials and Energy Committee – Knife River Corporation Pitch
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Thesis in the Model
Valuation

Source: Company Filings, InE Estimates. (1) Canalyst

… Leading to Outsized Growth in Materials

Revenues Totals by Segment (in Billions of $)(1)

YoY Ready-mix Price Increases(1)
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Aggressive Allocation in FY25 not Modeled by Street…

Aggregate Volume (in Millions of Tons)(1)
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Upside No Matter How You Slice It
Valuation

13

The continued strength of E.D.G.E pricing increases will 

outperform FY26 consensus estimates, allowing the 

EBITDA multiple to expand closer to peer average

Management achieved their 2025 EBITDA in FY23, and we 

expect them to outperform consensus estimates by ~300 

bps in FY26

Consensus models reflect a gradual increase in materials 

volumes, InE believes due to significant amounts of funding, 

FY25 will have low double-digit volume increases YoY

What We See Differently from StreetWACC Justification

FY26 EBITDA Multiple Valuation

Source: Company Filings, InE Estimates.
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Appendix
Industrials and Energy Committee – Knife River Corporation Pitch
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Management
Appendix

Source: Company Filings

Brian R. Gray
President & CEO

Karl A. Liepitz
Vice President, Secretary, CLO

Trevor J. Hastings
Vice President & COO

Nancy K. Christenson
VP of Administration

Marney L. Kadrmas
CAO

Nathan W. Ring
Vice President & CFO

Wouldn’t be an InE Pitch without the Classic Management Slide

Combined 165 Years of Experience at KNF

Oh Wow, The Board is Good Too?

Board is 86% Independent, 43% Underrepresented Backgrounds

Karen B. Fagg
Non-Executive Chair

Owner & CEO, HKM Engineering

Patricia L. Moss
Independent Director

CEO, Cascade Bancorp

William J. Sandbrook
Independent Director

CEO, US Concrete

Thomas W. Hill
Independent Director

Founder, Summit Materials

Patricia Chiodo
Independent Director

CFO, Verra Mobility Corp.

German C. Alvarez
Independent Director

President, Wood PLC
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Regional Overview
Appendix

Source: Company Filings

Pacific Northwest Mountain
North 

Central
All Other Company

2022 

Revenue

Business 

Mix

2022 

EBITDA 

Margin

3-yr. Avg. 

EBITDA 

Margin

$469 MM $600 MM $542 MM $608 MM $353 MM $2,533 MM

11.9% 17.3% 13.4% 10.7% 2.7% 11.7%

15.0% 17.4% 12.9% 12.1% 4.6% 12.4%
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Backlog

Backlog (in Millions USD)(1)

Backlog
Appendix

Source: Company Filings

$328 $302 

$377 
$366 

$257 

$220 

$78 

$101 

2Q23 2Q24

Central Mountain Northwest Pacific

Disciplined bidding led to lower backlog at slightly improved 

expected margins 

85%

9%

6%

Less than $5M

$5M - $10M

Greater than $10M

Crews and equipment are uniquely geared to flex between 

Public and Private

13%

87%

Private

Public

Funding Sources of Backlog

Projects in Backlog

Backlog by Gross $ Amount(1)

Backlog Funding %(1)

95% of projects in backlog are expected to be completed 

within the next 12 months
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Portland, OR: $1.1M Annualized Benefit
• Adjusted material flow to reduce handling and maximize material 

utilization

EDGE & Pit Crews
Appendix

Source: Company Filings

Early Successes

Medford, OR: >$1.0M Expected Annualized Benefit
• Implementation of new mining plan and overland conveyor system

Casper, WY: $200K Annualized Benefit
• Reconfigured washing equipment resulting in improved sand production 

and quality

Pit Crews | Process Improvement Teams

Price Increases:

• Optimize value of high-quality 

products and services

• Expand strategic benefit of 

integration and end-to-end 

capabilities

Cost Control:

• Focused execution to deliver 

cost savings and efficiencies

Divestitures:

• Improve or divest 

underperforming assets

Focus and Commitment:

• Companywide focus on 

executing with urgency and 

accountability

• Capital allocation, 

investments, ad incentives 

aligned with strategic goals

• Institutionalized best 

practices and process 

improvements within a nimble 

owner-operator mindset

• With integrity, driven to win at 

all aspects of our business

Maintain best-in-class status:

• Leverage the advantages of 

our people-fit culture

• Empower teams with high-

quality training and education

Achieve best-in-class status:

• Safety

• Sustainability

• Retention

• Diversify workforce

Organic:

• Reinvest where we are 

getting our best returns to 

capitalize on market share

• Strengthen position through 

strategic acquisitions

Acquisitions:

• Target mid-sized high growth 

markets

EBITDA Margin 

Improvement
Discipline Growth Excellence

Visited the 10 Largest Locations in 2023
• Included quarries, asphalt plants, and ready-mix plants

Visited 98 Sites Across 10 States in 2024
• Expect to reach 31 additional sites in 2H24

Established teams to deliver training, assist with targeting higher-

margin bidding opportunities across the regions, and pursue growth 

opportunities
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Labor Turnover Rates
Appendix

Source: Company Filings

Annualized 

Turnover by Year

Knife River US Total Private Mining/Logging Construction

2017 31% 43% 48% 48% 62%

2018 31% 44% 49% 55% 58%

2019 30% 45% 50% 48% 65%

2020 28% 57% 63% 55% 69%

2021 33% 47% 52% 37% 56%

2022 32% 48% 52% 38% 53%

5.7 5.7 5.7

5.2

3.9
3.7

Mining/Quarrying Construction Transportation and
Utilties

Median Tenure by Industry

15.8

8.1

4.9 4.6

6.2

4.7
3.9

3.1

Management Professional and
Related

Construction and
Extraction

Transport and
Material Moving

Median Tenure by Occupation
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Public Sector Bidding Process
Appendix

Source: Isabella’s Dad.

1
Chief Estimator gets notified of the municipality 

soliciting a request

2
Download plans & specs to be delegated to an 

estimator

3
Estimator reviews the plans & specs to do 

applicable takeoffs

4
Estimator gets pricing and formulates a bid 

(subcontractors, materials pricing, etc.)

5
General takeoff on grading, paving, concrete, and 

underground materials

6
Put together takeoffs and pricing to finalize the bid 

to submit to the municipality

7 Submit a finalized bid to the municipality and wait

8
Municipality unveils pricing and lowest bidder gets 

the project
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KNF has a Distance Advantage over Competitors

Distribution Distance 
Appendix

Source: Company Filings.

Limitations on the distance that materials can be transported efficiently results in primarily local or regional operation. – KNF Management
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People-First Company
Appendix

Source: Company Filings.

Union Non-Union Total

Hourly 562 2,949 3,511

Salaried -- 878 878

Total 562 3,827 4,389

Category 2017
(Pre “Life at Knife”)

2021

Communications 68% 78%

Engagement 77% 93%

Culture 88% 92%

Union vs. Non-Union

Employee Survey
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Industry Leading Metrics
Appendix

Source: Company Filings, Capital IQ, Market Data as of October 11, 2024.

ROIC ROA

WACCROE
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Model Appendix
Industrials and Energy Committee – Knife River Corporation Pitch
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DCF Cover
Appendix

Source: Company Filings, InE Estimates.
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