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Time to take this company seriously 12mth Rating BUY
Price A$ 0.16
e Greencap’s 4C filing showed that the company is trading Target Price A$ 0.30
ahead of expectations with the acquisitions made in the last 12m Total Return % 98.5
year (which effectively doubles EBITDA) integrating well into
the group’s national environmental & risk services offering. In RIC: GCG.AX BBG: GCG AU
this context we are comfortable in retaining our BUY Shares o/s m 255.8
recommendation with a target price of 30 cents. Free Float %
Market Cap. A$m 40.9
e Details of the 4C highlighted a number of key facts, namely that Net Debt (Cash) As$m 3.7
operating cash flow is strengthening, that new contracts continue to Net Debt/Equity % 10.8
be won and that the management’s FY09 forecasts for net profits of 3m Av. D. T'over A$m 0.85
$6.4m and EPS of 2.5 cents remains on track. 52wk High/Low A% 0.23/0.14
PR . - ) 2yr adj. beta 0.65
e It also highlights the company’s good levels of disclosure in line with
its past statements on corporate governance. This reflects the Valuation:
maturity of the businesses in the group, which have long established ) .
trading relationships and reputations with key clients, and offsets Methodology FErlels
concerns that Greencap is a start-up business in its second year of Value per share A$ 0.29
trading. In fact, as we have stated before, it is a consolidator of
established businesses in fast growing markets. Analyst: Mark Simpson
Phone: (+61 8) 9263 1678
e Top d(_)wn growth is being driven by a). regula.tory developments b) Email: msimpson@psl.com.au
legal risks at the corporate level and c) increasing demands from the
public arena. Bottom-up growth is being driven by Greencap’s
acquisition strategy to create a broad national footprint and the Patersons Securities Limited acted as Lead
increasing cross-selling between its enlarged service offering. Manager and Underwriter to the Public

Offer that raised $15m at 20 cents in July
2007 and as Lead Manager to the
Placement that raised $7.2m at 16 cents
for Greencap in August 2008. It received
fees for these services.

e Our past research has indicated that long-term organic growth
stands at 8-10% pa in these markets and that consolidators in other
countries have delivered 15%+ growth at the company level. We
believe Greencap will deliver similar growth rates even during this
period of broader economic slowdown.

e Additionally, the company is committed to paying out a target 60%
of earnings as dividends. The maiden 0.5cent dividend (fully franked)
was paid on the back of the FY08 finals. Looking forward we see this
policy as offering 11% vyield this year, 13% next and 15% in the
2011 year ending June.

Year End June 30 2007A 2008A 2009F 2010F 2011F Share Price Performance
Reported NPAT ($m) (1.8) 3.9 6.8 9.1 10.3 $0.30 1 r 150
Recurrent NPAT ($m) (0.6) 3.9 6.8 9.1 10.3 $0.25 -
Recurrent EPS (cents) (6.3) 2.5 2.9 3.5 4.0 ' - 120
EPS Growth (%) na na 16.8 21.3 13.5 $0.20 1
PER (x) na 6.4 5.5 4.5 4.0 r 90
PEG na na 0.3 0.2 0.3 $0.15
T 60
EBITDA ($m) (0.6) 6.4 10.9 14.3 16.2 $0.10 +
EV/EBITDA (x) na 4.4 4.3 3.2 2.6 1 30
Capex ($m) 0.0 0.6 2.1 1.0 1.0 $0.05 7
Free Cashflow (1.0) 3.7 3.5 8.3 9.6 0.00 0
FCFPS (cents) (9.5) 2.4 1.5 3.3 3.7 $0. 12 months
PFCF (x) na 6.6 10.6 4.9 4.3 — GCG(LHS) Rel. S&P/ASX 300 INDUST.
DPS (cents) 0.0 0.5 1.8 2.1 2.4 Performance % 1mth 3mth 12mth
i o,

Zg:kgn/())("/ ) 0o 0 10 100 100 Absolute o e

g (%o - Relative -9.8 16.9 9.9
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The filing for the 2™ Quarter to December reinforced our view that the company is well placed to grow
strongly off its enlarged business lines, in part reflecting improving operating cash-flows and a well
positioned balance sheet, with the company maintaining good cash on hand and a net debt to equity
positioning of ~25%.

Figure 1: Acquisitions and funding history Figure 2: Cash on hand
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Reports across the group’s businesses also showed the consistency of increasing demand for the
group’s services with significant new contracts won. Some of these were noted as below;

Noel Arnold & Associates: A 4yr asbestos risk management contract was signed with Energy
Australia covering their facilities across Australia. Appointments of note were seen with the
Department of Defence’s Environment and Heritage Panel, for the assessment and management of
land contamination, and to VIC Roads Panel, for environmental services across hazardous material
assessment and management, contaminated land remediation and flora and fauna assessment.

ENV: The company also saw a number of important panel wins with a 5yr appointment to WA
Department of Planning and Infrastructure Panel, for contaminated site management, as well as a 3yr
appointment to the WA Public transport Authority Panel on the same basis. Significant work for WA
Department of Water, with this area of work seen as offering good growth potential.

ECC: The business is a specialist on Legionella risk management as well as broader water and energy
management issues. National contracts were signed with the likes of Myer and Stockland and a 3yr
contract was signed with Ford Australia. The highlight for the company, however, was probably the
water management contract signed with Sydney Water in December last year.

AEC: A broad range of contracts were won in this period with particular emphasis in South Australia
and the Northern Territories and on contaminated site audits. Notable clients included Transport SA
and Defence SA.

As can be seen from the brief summary above, Greencap’s subsidiaries are winning work across the
country with a number of these offering longer-term visibility in income stream in the scope and
length of contracts being signed.

We believe that that this adds further comfort to our medium-term forecasts of 15% CAGR in EPS
between 2008 and 2013 on the back of a change in net profits from $3.9m to $13.1m over this
period. Further details as to on-going trading will be seen in the group’s interim results expected on
Wednesday 18" March, when we expect net profits to be circa $3.0m as against last year’s $1.66m.

All information and advice is confidential and for the private information of the persons to whom it is provided and is provided
without any responsibility or liability on any account whatsoever on the part of this firm or any member or employee thereof.
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Figure 3: Greencap'’s 4C filings

1Q08 2Q08 3Q08 4Q08 1Q09 2Q09
Sep-07 Dec-07 Mar-08 Jun-08 Sep-08 Dec-08
Receipts from customers 8.04 9.01 10.07 14.09 14.513 17.721
Staff costs -4.41 -4.55 -4.87 -5.31 -7.02 -8.15
Advertising -0.05 -0.02 -0.00 -0.01 -0.07 -0.04
Leases -0.29 -0.35 -0.34 -0.37 -0.42 -0.57
Working capital -1.64 -1.65 -1.41 -2.22 -2.43 -2.44
Project costs -0.98 -1.24 -1.05 -1.59 -2.42 -3.51
Other - GST -0.65 -0.59 -0.67 -0.70 -1.02 -1.08
Operating costs -8.02 -8.40 -8.33 -10.20 -13.39 -15.80
Interest rec'd 0.09 0.03 0.02 0.03 0.07 0.04
Interest paid -0.03 -0.18 -0.14 -0.17 -0.32 -0.33
Net Interest 0.06 -0.16 -0.12 -0.13 -0.24 -0.29
Income tax paid -0.49 -0.53 -0.27 -0.31 -0.48 -0.52
Net operating cash flow -0.41 -0.08 1.35 3.45 0.40 1.11
Acquisitions -15.79 -4.84 -0.01 -0.93 -8.90 -3.46
Others -0.16 -0.25 -0.25 0.08 -0.20 -1.88
Investing cash flow -15.95 -5.10 -0.26 -0.85 -9.11 -5.33
Financing
Borrowings 1.03 4.88 0.16 1.10 2.55 7.19
Debt repayment -1.15 -0.01 -0.22 -0.02 -1.40 -0.15
Share Issue 15.31 0.00 0.00 0.00 7.17 0.00
Vendor issues -0.78 -1.50 -0.75 -0.47 -0.54 -1.89
Net financing 14.41 3.37 -0.81 0.61 7.79 5.15
Change in cash flow -1.95 -1.80 0.28 3.21 -0.91 0.93
Opening cash 0.95 2.99 1.19 1.47 4.75 4.11
Adj. FX -0.00 -0.00 -0.00 -0.00 0.01 -0.02
Others - cash on acquis. 3.99 0.00 0.00 0.07 0.26 0.00
Cash at close 2.99 1.19 1.47 4.75 4.11 5.03

Source: Company data

All information and advice is confidential and for the private information of the persons to whom it is provided and is provided
without any responsibility or liability on any account whatsoever on the part of this firm or any member or employee thereof.
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Divisional breakdowns

Revenues

Noel Arnold & Assoc. 29.1 32.1 33.7 37.1
ENV Australia 9.0 9.9 10.4 11.4
ECC 0.8 1.3 1.7 2.1
Validus Group 0.0 0.2 0.4 0.5
ELP 0.0 2.3 2.4 2.6
AEC Environmental 0.0 4.0 4.2 4.6
Leeder 0.0 4.5 6.5 7.3
TR Howse 0.0 3.5 4.8 5.3
Others 0.2 0.3 0.4 0.5
Total Revenues 39.0 57.9 64.4 71.4
EBITDA

Noel Arnold & Assoc. 6.2 5.1 6.0 6.7
ENV Australia 2.1 2.4 2.3 2.5
ECC 0.0 0.1 0.2 0.2
Validus Group -0.1 -0.1 -0.1 0.0
ELP -0.1 1.8 1.7 1.9
AEC Environmental 0.0 0.9 0.8 0.9
Leeder 0.0 1.8 2.5 2.8
TR Howse 0.0 1.4 2.0 2.2
Others -1.9 -2.5 -1.0 -1.1
Total EBITDA 6.4 10.9 14.3 16.2

2008 Acquisitions:

Leeder: Completed 1st Oct 2008. $9m of which $5m cash.

TR Howse: Completed 1st Oct 2008. $9.75m of which 50% cash.
AEC: Completed 21st August 2008.$3.8m of which 50% cash.
ELP: Completed 17th June 2008. $2.2m of which 50% cash.

Year End June 30

Profit & Loss ($m 2008A 2009E 2010E 2011E

Total Income
Employee costs
Other costs
EBITDA
Depreciation
EBIT

Interest paid
Operating Profit
Tax expense
NPAT

EPS Cents

Cash Flow ($m
EBITDA

Interest paid

Income tax paid
Working capital change
Other

Operating Cashflow
Capital expenditure
Free Cashflow

Net Acquisitions
Disposals

Increase (Repay) Debt
Equity Raised
Dividends paid

Other

Net Change in Cash

39.0 57.9 64.4 71.4
-22.1 -27.7 -32.2 -35.7
-10.5 -19.3 -17.8 -19.6
6.4 10.9 14.3 16.2
-0.3 -0.5 -0.7 -0.8
6.0 10.4 13.6 15.4
-0.6 -0.7 -0.7 -0.7
5.5 9.8 13.0 14.7
-1.6 -2.9 -3.9 -4.4
3.9 6.8 9.1 10.3

2.5 2.9 3.5 4.0
2008A 2009E 2010E 2011E

6.4 10.9 14.3 16.2
-0.5 -0.7 -0.7 -0.7
-1.6 -2.9 -3.9 -4.4
0.1 -1.7 -0.5 -0.5

0.0 0.0 0.0 0.0
4.3 5.6 9.3 10.6
-0.6 -2.1 -1.0 -1.0
3.7 3.5 8.3 9.6

-17.7 -12.1 0.0 0.0
0.0 0.0 0.0 0.0
6.9 8.0 0.0 0.0
14.1 7.2 0.0 0.0
0.0 -0.8 -2.7 -3.3
-3.5 -3.5 -2.0 -1.0

3.6 23 3.6 5.3

Closing Cash Balance 4.8 7.1 10.7 16.0
Balance Sheet ($m 2008A 2009E 2010E 2011E Ratios 2008A 2009E 2010E 2011E

Cash 4.7 7.1 10.7 16.0
Receivables 10.2 15.2 16.9 18.7
Inventories 0.0 0.5 0.6 0.6
Investments

Fixed Assets 1.0 2.6 2.9 3.1
Intangibles 37.4 53.3 55.3 56.3
Other Assets 1.8 3.2 3.8 4.1
Total Assets 55.1 81.9 90.1 98.8
Creditors 7.8 11.5 12.8 14.2
Current Borrowings 2.9 2.9 2.9 2.9
Non-current Borrowings 5.5 13.5 13.5 13.5
Other Liabilities 5.1 9.9 13.2 16.4
Total Liabilities 21.3 37.8 42.4 47.0
Net Assets 33.9 44.1 47.7 51.8
Shareholders Funds 33.9 44.1 47.7 51.8

Board of Directors & Sub. Shareholders

Name Position
Andrew Gay Non Executive Chairman
Jeffrey Broun Managing Director
Noel Arnold Executive Director
Scott Bird Executive Director

Executive Director
Executive Director
Non Executive Director

Andrew Meerman
Michael Slater
Stephen Belben

Shareholder
Top 10 Shareholders

Shares(m %
155.4 60.7

Profitability
Revenue Growth (%)
EBITDA Margin (%)
EBIT Margin (%)
Effective Tax Rate (%)
ROE (%)

Payout Ratio (%)
EV/EBITDA (x)

Balance Sheet

Net Debt (Cash) ($m)
Net Debt/Equity (%)
Interest Cover (x)
Book ($/share)
Price/Book (x)
EFPOWA (m

Normalised EBIT Multiple

EBITDA ($m)

EBITDA Multiple (x)
Net Debt (Cash) ($m)
Implied Valuation ($m)
Per Share

Target PE Multiple
EPS (cents)

PE Target (x)

Per Share

Discounted Cash Flow

Cost of Equity
Cost of Debt
Equity/Debt

nmf 48.4 11.0 10.9
16.4 18.9 22.4 22.8
15.5 18.0 21.2 21.5
29.2 30.0 30.0 30.0
22% 18% 20% 21%

20% 60% 60% 60%
7.0 4.6 3.2 2.6

3.7 9.3 5.7 0.3

10.8 21.1 11.8 0.7

10.4 15.6 20.3 23.0
0.22 0.19 0.19 0.20
0.7 0.8 0.9 0.8
154.1 233.5 255.8 255.8

2008F 2009F 2010F

6.4 10.9 14.3

6.5 6.5 6.5

3.7 9.3 5.7

37.8 61.5 87.6

$0.16 $0.24 $0.34

2.5 2.9 3.5

10.0 10.0 10.0

$0.25 $0.29 $0.35

16.0% WACC 14.6%
8.0% Terminal Growth 3.0%
83/17 Per Share 0.43

All information and advice is confidential and for the private information of the persons to whom it is provided and is provided
without any responsibility or liability on any account whatsoever on the part of this firm or any member or employee thereof.
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Research

Mark Simpson — Head of Research Phone: (+61 8) 9263 1678 Email: msimpson@psl.com.au
Andrew Quin - Research Strategy Coordinator Phone: (+61 8) 9263 1152 Email: aquin@psl.com.au
Resources

Andrew Harrington — Coal Analyst Phone: (+61 2) 8238 6214 Email: aharrington@psl.com.au
Alex Passmore — Head of Metals & Mining Phone: (+61 8) 9263 1239 Email: apassmore@psl.com.au
Scott Simpson — Oil & Gas Analyst Phone: (+61 8) 9263 1679 Email: ssimpson@psl.com.au
Levi Spry — Resources Analyst Phone: (+61 8) 9263 1610 Email: Ispry@psl.com.au

Josh Welch — Resources Analyst Phone: (+61 8) 9263 1668 Email: jwelch@psl.com.au
Industrials

Allan Franklin — Assistant Analyst Phone: (+61 8) 9263 1151 Email afranklin@psl.com.au
David Gibson — Industrial Analyst Phone: (+61 8) 9263 1664 Email dgibson@psl.com.au
Jonathan Kriska — Property Analyst Phone: (+61 2) 8238 6245 Email: jkriska@psl.com,au
Russell Wright - Retail Analyst Phone: (+61 2) 8238 6219 Email: rwright@psl.com.au
Institutional Dealing

Phil Schofield Phone: (+61 2) 8238 6223 Email: pschofield@psl.com.au
Michael Brindal Phone: (+61 2) 8238 6274 Email: mbrindal@psl.com.au
Dan Bahen Phone: (+61 2) 8238 6237 Email: dbahen@psl.com.au
Paul Doherty Phone: (+61 3) 8803 0108 Email: pdoherty@psl.com.au
Trent Foxe Phone (+61 2) 8238 6265 Email: tfoxe@pls.com.au
Andrew Frazer Phone: (+61 8) 9263 1241 Email: afrazer@psl.com.au
Jason Lal Phone: (+61 2) 8238 6276 Email: jlal@psl.com.au

Ben Mcllvride Phone: (+61 2)8238 6253 Email: bmcilvride@psl.com.au
Jeremy Nugara Phone: (+61 3) 8803 0166 Email: jnugara@psl.com.au
Trevor Pike Phone: (+61 3) 8803 0110 Email: tpike@psl.com.au
Nicholas Whiteley Phone: (+61 2)8238 6244 Email: nwhiteley@psl.com.au
Sandy Wylie Phone: (+61 8) 9263 1232 Email: swylie@psl.com.au

Important Notice: Copyright 2008. The contents contained in this report are owned by Patersons Securities Limited (“Patersons”) and are protected by the Copyright Act 1968 and the copyright laws of
other countries. The material contained in this report may not be copied, reproduced, republished, posted, transmitted or distributed in any way without prior written permission from Patersons.
Modification of the materials or use of the materials for any other purpose is a violation of the copyrights and other proprietary rights of Patersons.

Disclaimer: Patersons believes that the information or advice (including any financial product advice) contained in this report has been obtained from sources that are accurate at the time of issue, but
it has not independently checked or verified that information and as such does not warrant its accuracy or reliability. Except to the extent that liability cannot be excluded, Patersons accepts no liability
or responsibility for any direct or indirect loss or damage caused by any error in or omission from this report. You should make and rely on your own independent inquiries.

If not specifically disclosed otherwise, investors should assume that Patersons is seeking or will seek corporate finance business from the companies disclosed in this report.

Warning: This report is intended to provide general securities advice, and does not purport to make any recommendation that any securities transaction is appropriate to your particular investment
objectives, financial situation or particular needs. Prior to making any investment decision, you should assess, or seek advice from your adviser, on whether any relevant part of this report is
appropriate to your individual financial circumstances and investment objectives.

Disclosure: Patersons, its director and/or employees may earn brokerage, fees, commissions and other benefits as a result of a transaction arising from any advice mentioned in this report. Patersons
as principal, its directors and/or employees and their associates may hold securities in the companies the subject of this report, as at the date of publication. These interests did not influence Patersons
in giving the advice contained in this report. Details of any interests may be obtained from your adviser. Patersons as principal, its directors and/or employees and their associates may trade in these
securities in a manner which may be contrary to recommendations given by an authorised representative of Patersons to clients. They may sell shares the subject of a general “Buy” recommendation,
or buy shares the subject of a general “Sell” recommendation.

Stock recommendations: Investment ratings are a function of Patersons expectation of total return (forecast price appreciation plus dividend yield) within the next 12 months. The investment ratings
are Buy (expected total return of 10% or more), Hold (-5% to +5% total return) and Sell (> 5% negative total return). In addition we have a Speculative Buy rating covering higher risk stocks that may
not be of investment grade due to low market capitalisation, high debt levels, or significant risks in the business model. Investment ratings are determined at the time of initiation of coverage, or a
change in target price. At other times the expected total return may fall outside of these ranges because of price movements and/or volatility. Such interim deviations from specified ranges will be
permitted but will become subject to review by Research Management.This Document is not to be passed on to any third party without our prior written consent.

Patersons Securities Limited ABN 69 008 896 311 AFSL No. 239 052

Participant of ASX Group /ﬁAT E RSO N S
Securities & Derivatives Industry Association Principal Member

Financial Planning Association Principal Member OUR EXPERIENCE. YOUR ADVANTAGE.
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Sydney Office: Level 27, 264 G Street, Sydney New South Wales 2000
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Ph: (+61 8) 9263 1111 Fax: (+61 8) 9325 6452 Email: patersons@psl.com.au
West Perth Office: Level 2, 34 Colin Street, West Perth Western Australia 6005 Victoria
Ph: (+61 8) 9482 0900 Fax: (+61 8) 9482 0999 Email: patersons@psl.com.au

Melbourne Office: Level 18, 90 Collins Street, Melbourne Victoria 3000

Albany Office: Level 2, Middleton Centre, 184 Aberdeen Street, Albany, Western Australia 6330 Ph: (+61 3) 8803 0100 Fax: (+61 3) 8803 0199 Email: melbourne@ps.com.au

Ph: (+61 8) 9842 4700 Fax: (+61 8) 9841 4211 Email: albany@psl.com.au
Queensland

Bunbury Office: Unit 3, 53 Victoria Street Bunbury, Western Australia 6230
Ph: (+61 8) 707 2000 Fax: (+61 8) 9721 1840 Email: bunbury@psl.com.au Brisbane Office: Level 37, 123 Eagle Street, Brisbane Queensland 4000

Ph: (+61 7) 3737 8000 Fax: (+61 7) 3737 8100 Email: brisbane@psl.com.au
Busselton Office: Suite 1, 72 Duchess Street, Busselton Western Australia 6280

Ph: (+61 8) 9754 0700 Fax: (+61 8) 9754 4333 Email: busselton@psl.com.au ACT
Kalgoorlie Office: 63 Hannan Street, Kalgoorlie, Western Australia 6430 Canberra Office: Level 4, 53 Blackall Street, Barton ACT 2600
Ph: (+61 8) 9021 1422 Fax: (+61 8) 9021 8133 Email: kalgoorlie@psl.com.au Ph: (+61 2) 6120 2222 Fax: (+61 2) 6273 3433 Email: canberra@psl.com.au
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