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Breaking the cost of capital equipment down to cups of coffee

Silver Chef SIV

Last close $3.00 Net assets $31.1m
Market cap $69.6m NTA $30.7m
Net debt $50.5m Price/book 2.24x

EV $120.1m Price/NTA 2.27x
Gearing 42.0% Year end Jun 30

Consensus/ historic FY10a FYlla/f  FY12f FY13f
Revenue 49.4 62.9 68.3 75.8
EBITDA 34.6 43.4 46.9 53.0
EPS (adj) $0.362 $0.385 $0.342 $0.392
DPS $0.180 $0.200 $0.240 $0.280
EV/revenue 2.43x 1.91x 1.76x 1.59x
EV/EBITDA 3.47x 2.77x 2.56x 2.27x
P/E 8.28x 7.80x 8.77x 7.66x
Yield 6.00% 6.67% 8.00% 9.33%

Silver Chef Limited provides equipment rental finance primarily to the hospitality industry

in Australia. It rents and sells various equipment, including beverage, coffee, cooking,
display, food preparation, food warming, freezer, refrigeration, washing, cleaning, POS,

and vacuum packaging equipment, as well as swift furniture and urns. The company also

invests in residential and commercial properties. Silver Chef Limited is based in Milton,
Australia.

Source: Capital IQ

By Martin Pretty

We met with Silver Chef (ASX code: SIV) chief executive Charles
Gregory this week. SIV has a well established rent/buy model
supplying capital equipment to the hospitality industry ($109m of
rental assets under management in this division), such as coffee
machines and fryers. Typically clients rent for 28 months then buy
the equipment outright. The typical value of such an item would be
$10,000.

More recently SIV has diversified via its GoGetta business, which
leases capital assets to other industries including construction,
transport, fitness and baking ($33m of rental assets under
management).

SIV’s model was established 25 years ago when current chairman
Allan English shipped some equipment to Australia only to find his
target buyer was not committing. While he turned to the rental
model out of necessity, under the business model that has evolved
SIV only purchases equipment for which it has a rental deal in place.

SIV’s FY12 earnings guidance is for a net profit of $8.3m, up 24%
from FY11, translating to EPS of $0.35. This would place it on a
prospective P/E of 8.6x.

Earnings growth is tightly linked to asset growth, which requires
funding. SIV is talking to its bank about further extending its current
S$74m facility from CBA but also along the journey requires some
additional equity funding and, as such, has at times run an
underwritten dividend reinvestment plan (DRP). Current bank
covenants are linked to gearing; debt-to-debt + equity; interest
cover, total debt remaining less than 8x quarterly EBITDA; and the
size of the GoGetta asset pool remaining below a set level relative to
whole portfolio.
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Key Thoughts

There are over 400 hospitality dealers
nationally and most offer SIV’s rental
model as an alternative to a sale—a
SIV rental deal locks in a sale for the
dealer at the full price.

With rental charged weekly (in
advance via direct debit), the cost of
the equipment is broken down into
bite sizes that can be thought of in
terms of “x number of coffees” before
it is paid.
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This communication is distributed by Investorfirst Securities Ltd (ACN 135 332 240) (Investorfirst Securities), which is a corporate authorised representative (No. 339 230) of HUB24 Custodial
Services Ltd (ABN 94 073 633 664) (AFSL 239 122). HUB24 Custodial Services Ltd is a participant of ASX Ltd.

DiSCIaimer This communication is not intended to be a sufficient basis for an investment decision. Readers should consult detailed advice before making an investment decision. The
information is general information only, it does not take into account your particular investment objectives, financial situation or needs. This communication is not an invitation or offer to buy or
sell any securities. Prior to taking any action or making any investment decision, you should consult your professional advisors and consider whether the advice or proposed investment is
appropriate in light of their particular investment needs, objectives and financial circumstances. Investment involves risk. Past performance is no indication of future results.

Although we believe the information is accurate and reliable, Investorfirst Securities has not independently verified the information, which is provided from public sources, third parties and
directors or management of issuers. Investorfirst Securities does not represent that the information in this communication is complete, up to date or reliable. Any opinion or forecast or
recommendations reflect the information, assumptions and judgment as at the time of writing and may later change without notice. Investorfirst Securities is not responsible for updating any
information, advice or opinion in this communication or for correcting or supplementing any information, advice or opinion in this communication for any error, omission or misstatement which
may become apparent after its release.

Investorfirst Securities, to the extent permitted by law, accepts no liability or responsibility for any direct or indirect loss or damage caused by any misstatement or error in or omission from this
communication or for relying on this communication.

This research The author principally responsible for this communication is Martin Pretty.

Any views expressed in this communication by Investorfirst Securities accurately reflect the personal views of the author about the subject securities or issuer and may not be the same as the
views of Investorfirst Securities. No part of the compensation of the author was, is or will be directly or indirectly related to the inclusion of specific recommendations or views in this
communication. The material in this communication has been prepared by individual people within Investorfirst Securities who may from time to time also provide advice to individual or
corporate clients.

The author principally responsible for this communication receives compensation based in part on revenue of Investorfist Securities and has taken reasonable care to achieve and maintain
independence and objectivity in making any recommendations.

Disclosure Investorfirst Securities, its related companies and directors and employees (other than the authors of this communication) might have a relevant interest in some securities
mentioned in this communication but those holdings are not material unless disclosed in this communication. These holdings (or absence of holdings) may change at any time after publication of
this communication, without notice.

Investorfirst Securities, its related companies and employees, directors, consultants of any of them may earn income, fees, brokerage or commissions or other benefits as a result of
recommendations, dealing or transactions in the securities mentioned in this communication or it may earn referral fees in respect of investors who participate in capital raisings by the issuers
mentioned in this communication. There are no such arrangements currently in place. These interests do not influence Investorfirst Securities in giving the advice contained in this
communication. The directors, employees, consultants or of Investorfirst Securities or of its related companies may trade in these financial products in a manner that is contrary to the
recommendations given in this communication or by Investorfirst Securities to clients.
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Research Ratings Methodology

Sell: Valuation < (Share Price X 0.9)
Hold: Valuation > (Share Price X 0.9) < Share Price
Buy: Valuation > Share Price

Speculative (in addition to Buy/Hold/Sell): no history of positive
earnings or cash flow; or highly geared; or highly volatile &
inherently uncertain earnings
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Financial Risk Metrics

General Z-Score: indicator of risk of bankruptcy

. Below 1.1: indicates company could be in financial distress
. Between 1.1 and 2.6: potential warning of financial distress
. Above 2.6: The company may be in good financial shape

Beneish M-Score: indicator of potential earnings manipulation
. A result below —2.22 indicates no apparent manipulation of
financial results



