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New Price Objective $3.74 GICS: Capital Goods

Growth delivered SIV BUY

Update report

Event Price Objective: $ 3.74

= FY10 figures: Silver Chef Limited [ASX:SIV] has
recently released its FY10 Annual Report. The FY10
figures came in line with our expectations: FY10 rental
revenue up 40.7% to $49.1m (compared to our
forecasted $48.0m), FY10 EBITDA up 39% to $31.9m

Last traded A% 2.95

(compared to our forecasted $32.3m) and FY10 NPAT Market Cap AS'M 66.5
up 53% to $5.5m (compared to our forecasted $5.2m). N° of Shares m 225
EPS 2010A ¢ 24.4

Our View EPS 2011F ¢ 36.8
= Growth in rental assets: Silver Chef Limited continues PE 2010A X 121
to experience strong growth in assets under EVIEBITDA 20104 X 34
DPS 2010A ¢ 18.00

management, with hospitality assets growing 17% YoY Div Yield % 6.1%
to $90.4m and GoGetta rental assets growing at 143.1% Sales 2010A $m 49.4
to $19.1m. We are forecasting further growth in assets to Sales 2011F $m 58.3
$101m AUM for Silver Chef's hospitality assets and EBITDA 2010A $:m 31.9
$25m for GoGetta assets. EBITDA 2011F $m 40.0
NPAT 2010A $m 5.5

= GoGetta brand begining to deliver results: As the NPAT 2011F $m 8.3

GoGetta brand celebrates its third year of operations; it is
beginning to attain significant annual growth in assets
under management. (FY08: $1.3m; FY09: $7.9m; FY10: Share Price | 3 Year
$19.1m). We are forecasting GoGetta assets to grow by
30% in FY11 to $25m.
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FY11 trends: Based on our expectations for growth of
the Australian economy and increase in entrepreneurial
activity in FY11, we expect continued strength in growth
in both hospitality and non-hospitality assets. In terms of
geographic sectors, we believe that demand for asset

funding in Western Australia would be outperforming the N ——
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increased need for both hospitality (increase in
restaurants, cafés) and non-hospitality assets
(transport/heavy machinery and mining equipment).
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COMpPanyREPORT

Valuation | Recommendation
. ) Analyst
We have kept our HOLD recommendation for Silver Chef
Limited. Our DCF and Relative Valuation methodologies Greg Loutzik
give an average value of $3.74, which represents a
. . I: (612) 9232
premium of 26.7% over the current market price of $2.95. Tel: (612) 9232 7494

gloutzik@microequities.com.au
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SILVER CHEF | Growth Delivered

GROWTH IN RENTAL ASSETS

Silver Chef Limited’s total assets grew by $25m in FY10, compared to a $21m increase in
FY09. Our rental assets growth forecast for FY11-FY12 presents a relatively conservative
growth scenario. However, given GoGetta's recent performance, we believe there is significant

upside potential if the GoGetta division is able to deliver at the same pace as in FY09-FY10.

Figure 1: Annual growth in rental assets under management
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Source: Company data FY08-FY10, Microequities forecasts FY11-FY12

GOGETTA PERFORMANCE FY08-FY10

In FY10 GoGetta division introduced its own branding — “Rent.Grow.Own”, and began targeting
assets in the 10-20k region in order to increase number of assets under management and
thereby decrease individual asset risk. Decreasing the asset levels also helped in targeting a
wider scope of businesses, such as gyms (gym equipment and security surveillance
equipment), construction (heavy machinery) and mobile homes (trailers).

Figure 2: GoGetta rental assets under management in A$m
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Source: Company data FY07-FY10, Microequities forecasts FY11-FY12

MICro
EQUITIES

Unfeashing the valve of Micro Cop Companies

Total rental assets grew by
30% in FY10 to:

$90.4m in hospitality assets

$19.1m in GoGetta assets

GoGetta has experienced
continuous asset growth from
beginning operations in FY08:

FY08: $1.3m
FY09: $7.9m
FY10: $19.1m
FY11F: $25m

FY12F: $31m
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CHANGE IN FORECAST AND FY11-12 THEMES

Given current economic situation, we expect entrepreneurial activity to increase, especially in
Western Australia and Queensland, which will benefit most from the continued resource boom.
Due to increasing financing costs with traditional sources (bank loans, etc) we believe more
start-ups will seek alternative options such as renting or leasing.

We have not altered significantly our view on Silver Chef Limited’s growth in FY11-FY12.
Although our model assumes a more conservative scenario, we believe that the GoGetta division

must show stable and consecutive growth prior to revaluation.

Figure 3: Microequities Forecast FY11-FY12

FY10A FY11F FY12F
Revenue $m 494 58.3 67.2
% Chg YoY % 40% 18% 15%
EBITDA $m 31.9 40.0 46.5
% Chg YoY % 39% 25% 16%
EBIT $m 105 15.6 18.4
% Chg YoY % 15% 16% 15%
NPAT $m 5.5 8.3 9.5

Source: Company data FY10, Microequities estimates FY11-FY12

Figure 4: FY09-FY12 Revenue, total rental assets and margin on rental assets

$'m Margin on Rental Assets %
160.0 - 47% -
o [ ) L
140.0 - 46% .
45% 9— r
120.0 -
Q L
100.0 - i
80.0 - F
42% 142.3
60.0 - 126.0 r
9/ 109.4
40.0 - 84.5
20.0 - i
FY09 FY10 FY11F FY12F
Revenue (LHS) Total Rental Assets (LHS) @ Margin on Rental Assets (RHS)

Source: Company data FY08-FY10, Microequities estimates FY11-FY12
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VALUATION | RECOMMENDATION

DCF Valuation

Our DCF model provides us with a $3.44 valuation for SIV. Based on our expectation for further growth in both
hospitality and non-hospitality assets driven by an expanding domestic economy. We forecast FY11 revenue to grow
by 18% to $58.3m. Looking into FY12, we estimate total revenue growth at 15% YoY to $67.2m.

DCF Valuation Breakup

Equity Beta: 1.84 Debt: $42.8m
Risk free rate: 4.92% Kq (1-tax):  5.25%
Return on Equity: 18.7% WACC: 10.07%
LT Growth Rate: 1.0%

Relative Valuation

We have decided against using EV/EBITDA multiples for relative valuation of SIV’s share price. The reason is in the
significant D&A component of EBITDA. As SIV’s business model works through the acquisition of assets, which are
rented out, but remain on SIV’s balance sheet and generate high depreciation expenses. Due to the nature of this
business model, it would be incorrect to compare peer EV/EBITDA figures, since SIV’s value would be skewed due to
the large depreciation component, and therefore we have chosen to use relative PE ratio. SIV’s peers are FlexiGroup
Ltd (FXL), ThinkSmart Ltd (TSM), and Thorn Group Ltd (TGA). The average FY11 PE is 11x, which compared to
SIV’s PE of 8.0x gives us a discount of 27% relative to peers and an implied price of $4.03.

Peer group FY11 PE summary (on 05-Oct-2010)

b===d FY11 PE = Average excl. SIV

8.0x

SIV FXL TSM TGA

* Source Microequities, Microequities forecasts and consensus estimates
Investment Opinion

We are upgrading our Silver Chef Limited recommendation to BUY, and increasing the target price to $3.74, based on
a DCF valuation of $3.44 and a relative PE valuation of $4.03. Our model assumes a conservative growth forecast in
GoGetta over the next few years. However, if management can continue to deliver consecutive results, this will provide
a catalyst for a revaluation of Silver Chef and a realignment of our base assumptions in our DCF model.

6 Oct 10 www.microequities.com.au 4
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PRICE OBJECTIVE & RECOMMENDATION HISTORY

Changes to recommendations and/or price objectives

Date Recommendation Price at time of Rec. Price Objective
06/10/2010 BUY $2.95 $3.744
18/08/2010 HOLD $3.03 $3.27
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Ratings: Strong Buy Buy @ Hold @ Sell @ Strong Sell
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FINANCIAL SUMMARY

PROFIT & LOSS 2010A 2011F 2012F KEY RATIOS 2010A 2011F 2012F
Revenue 49.4 58.3 67.2 Sales 49.4 58.3 67.2
Expense -41.8 -46.4 -53.6 % Chg YoY 40% 18% 15%
+ Net Interest Expense 3.0 3.8 4.8 Price/Sales 1.3x 1.1x 1.0x
+ Depreciation &

Amortisation 214 244 281 EPS(cents) 24.4 36.8 42.1

EBITDA 31.9 40.0 46.5 % Chg YoY 53% 51% 15%
% Chg YoY 39% 25% 16% P/E 12.1x 8.0x 7.0x
EBITDA MARGIN 65% 69% 69% Enterprise Value 107.8 108.1 108.6
Depreciation & 214 244 081 EVEBIT 10.3x 6.9x 5.9x
Amortisation

EV/EBITDA 3.4x 2.7x 2.3x

EBIT 105 15.6 18.4

DPS 18.00¢ 22.00¢ 26.00¢
EBIT Margin 21% 27% 27% dend Yield
Dividend Yie 6.1% 7.5% 8.8%

Net Interest Expense -3.0 -3.8 -4.8 ° ? 0

) ROE 21% 20% 17%
Profit Before Tax 7.5 11.8 13.6

Debt to Equity 172% 181% 182%
Tax -2.0 -3.6 -4.1
NPAT 5.5 8.3 9.5

CASH FLOW

BALANCE SHEET 2010A 2011F 2012F STATEMENT 2010A 2011F 2012F
Cash & cash equivalents 1.4 7.9 151  EBITDA 31.9 40.0 46.5
Trade and other receivables 3.7 45 5.5 gecre./(lncr.) in work. 30 20 19

. ap
Inventories .0 .0 .0 Net Int. (Paid)/Rec 30 38 48
Other Current Assets 2.0 .6 28  TaxesPaid 20 36 a1
Total Current Assets 7.1 13.0 17.8 i
. . Incr/_(d_ecr) in 00 01 0.0
Other financial assets 2.3 2.8 2.9 provisions
) Other Op. Cash items 0.0 0.0 0.0
Trade and other receivables .0 .0 .0 ’ ) )
P Pl Equi 7 7 105.7 Cash from 23.9 30.5 35.7
roperty, Plant & Equipment 3.5 89. 05. Operations ‘ ‘ :

Intangible assets 5 9 .8 CAPEX 377 -40.7 -44.1

Deferred tax assets 2.2 25 2.7 Other Inv. Cash Flows 0.0 0.0 0.0
Other Non-Current Assets 1.0 3.6 10.4  Loans to/from other 0.0 0.0 0.0
ent. ’ ’ ’
Total Non-Current Assets 79.6 99.4 122.5
Cash Flow From 37.7 407 441
TOTAL ASSETS 86.6 112.5 140.3 :”Vs}tb i Equi
ncr/(Decr) in Equit
Trade and other payables 15.7 18.6 24.4 | /(D ). qu y 10.7 14.8 13.8
ncr/(Decr) in Debt
Borrowings A .6 .8 ord (D' 'd) d paid 0.7 6.8 7.6
rd, Dividend pai - - -
Current tax liabilities .0 .0 .0 preferred di 'dp d 22 5.0 59
referre ends
Other Currrent Liabilities 2.2 3.7 4.3 i M 0.0 0.0 0.0
—— Other Fin. Cash Flow 0.0 0.0 0.0
Total Current Liabilities 18.0 22.9 29.5 Cash Flow F Fi ' ' ’
ash Flow From Fin
Trade and other payables .0 .0 .0 9.3 16.6 15.6
Borrowings 42.7 49.0 56.4 .

o Net Incr/(Dcr) in cash 45 6.5 7.2
Provisions 1 .0 .0 ' ' ’
Deferred tax liabilities .0 .0 .0

Other Non-Current
Liabilities 0 0 0
Total Non-Current
Liabilities 42.8 49.0 56.4
TOTAL LIABILITIES 60.8 71.9 85.9
NET ASSETS 25.8 40.6 54.4

*MICROEQUITIES FORECASTS FY11-12
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IMPORTANT DISCLOSURE INFORMATION:

Produced by Microequities Pty Ltd in accordance with section 949A of the Corporations Act 2001. Any recipient of the
information contained in this document should note that the information is general advice in respect of a financial product
and is not personal advice. Accordingly, the recipient should note that a) the advice has been prepared without taking into
account the recipient’s objectives, financial situation or need; and b) as a corollary, the recipient should, before acting on
the advice, consider the appropriateness of the advice, having regard to the recipient’s objectives, financial situation and
needs. Although Microequities Pty Ltd (Microequities) considers the advice and information contained in the document to
be accurate and reliable, Microequities has not independently verified the information contained in the document which is
derived from publicly available sources. Microequities assumes no responsibility for updating any advice or
recommendation contained in this document or for correcting any error or admission, which may become apparent after the
document has been issued. Microequities does not give any warranty as to the accuracy, reliability or completeness of
advice or information contained in this document. Except in the case where liability under any statute cannot be excluded,
Microequities, its employees and consultants do not accept any liability (whether arising in contract, in tort or negligence
or otherwise) for any error or omission in this document or any resulting loss or damage (whether direct, indirect,
consequential or otherwise) suffered by the recipient of this document or any other person. Microequities, its employees,
consultants and its associates within the meaning of Chapter 7 of the Corporations Act 2001 may receive remuneration
from transactions involving financial products referred to in this document. Microequities and its associates (as defined in
Chapter 7 of the Corporations Law), officers, directors, employees and agents, companies to which this document refers
and may trade in the securities mentioned either as principal or agent. Furthermore, the trading by its associates may not
necessarily correspond to the recommendation been provided in this document.

Recommendation Guide

Recommendation Market Price undervalued/overvalued to Microequities price objective
Strong Buy Above 40%

Buy 20 to 40%

Hold 0to 20%

Sell 0 to -20%

Strong Sell Greater than 20%

Additional Voluntary Disclosure by Microequities*

Equity Stake By

. Anal | ; - Discl Busi
Investment Banking Staff Interest nalyst persona| Microequities isclosure to usm-ess .
Interest ; Company Relationship
Associates
NO NO NO NO NO v

* To promote transparency, Microequities voluntarily discloses potential conflict of interests covered by this research document.
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