Current Price: $0.62
Target Price: $0.75
Ticker: SWK.ASX
Sector: Resource Services
Shares on Issue (m)*: 193.0
Market Cap ($m)*: 119.6
Net Debt (Cash) ($m)*: 42.9
Enterprise Value ($m)*: 162.6
* Post July capital raising
52 wk High/Low: $1.33 $0.18
12m Av Daily Vol (m): 0.42
Key Metrics
10F 11F

EV/EBITDA (X) 4.86 4.38
P/E (x) 11.58 9.66
Ratios

09A 10F 11F
ND / Equity 61.8% 37.7% 27.6%
EBITDA Mgn 24.0% 27.5% 27.5%
RoA 4.2% 11.2% 11.9%
RoE 2.6% 10.7% 11.4%
Financials:

09A 10F 11F
Revenue ($m) 3.7 1216 1350
EBITDA ($m) 20.1 33.4 7/l
Rep. NPAT ($m) 2.1 10.3 12.4
Net Assets ($m) 79.6 96.2 108.6
Op CF ($m) 13.2 27.5 28.4
Per Share Data:

09A 10F 11F
EPS (cps) 1.4 5.4 6.4
DPS (cps) 0.0 0.0 0.0
Div Yield 0.0% 0.0% 0.0%
NTAPS (cps) 43.7 48.3 54.7
CFPS (cps) 8.6 14.4 14.7
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Now for the rebound

Swick Mining Services (SWK) reported FY09 results largely in line with expectations, with
steady revenue of $85m and an 80% fall in NPAT to $2.1m (inclusive of ~$2.3m in non-
recurring expenses).

Revenue in 2H09 was $36.8m, down on the $48.1m in 1H09 due to the reduced number of
rigs in work and softer drilling rates in some areas. However, with the quick response to
the downturn in 1H09, encouragement can be gained from the rebound in EBITDA margins
from 20.8% in 1H09 to 27.4% in 2HO09.

$m FYO8 | 1HO9 2H09 | FY09 A on FY08
Revenue 84.2 48.1 36.8 84.9 1%
EBITDA 255 10.0 10.1 20.1 -14%
EBITDA Margin 28.1% 20.8% 27.4% 23.8%
EBIT 15.5 3.8 2.8 6.6 -57%
PBT 14.9 2.2 0.4 05 -83%
NPAT 10.3 2.1 -80%
Source: SWK

The bottom line was further affected by higher depreciation charges and interest costs,
which reflect the considerable investment that SWK had made prior to the downturn.

Gearing at financial year end was 62%, although the $6.3m raised from a SPP in July
would have reduced this ratio closer to 50%. Our balance sheet and cash flow concerns
evident at the half year have been allayed by the equity raised as well as our expectation
that operating cash flows have improved considerably over the last couple of months.

This has been largely due to a dramatic turnaround in rig utilisation. Forty rigs are
currently working for blue-chip clients in Australia (with a focus on gold and iron ore) and
three are starting work in North America. SWK is optimistic and anticipating revenue
growth in FY10 (although will delay releasing specific guidance).

We were already expecting a significant jump in revenue as rigs in work steadily increase
during the coming year. However, given management comments and the margins evident
in 2H09, we are encouraged to increase our EBITDA margin expectations, which has had a
positive impact on the bottom line forecasts in the coming years.

Revenue ($m) 84 122 122 0.0% 135 135 0.0%
EBITDA margin 24.0% 25.0% 27.5% 10.0% 25.0% 27.5% 10.0%
NPAT ($m) 2.1 9.1 10.3 12.4% 11.9 12.4 4.1%

SWK is a very well run business with attractive assets and the spare capacity to take
advantage of significant opportunities, both in Australia and in North America. We believe
it reacted well to the downturn and enters FY10 as a lean, efficient business. We expect
positive newsflow in the coming months as more rigs enter work.

Given the strong growth profile, and assuming continued gains in the resources sector, we
are comfortable setting a target price of $0.75 per share. Although this is a healthy 14x
our FY10 NPAT, it is similar to our DCF value which better captures longer-term cash
flows. We would look to Buy SWK on weakness and upgrade our recommendation.

BUY
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Recommendation BUY Sector Resource Services
Current Price ($) 0.62 Market Cap ($m) 119.6
All Ords (XAO) 4,495.9 Date 31 August 2009
Profit and Loss ($m) 2008A 2009A 2010F 2011F Summary
Revenue 82.8 83.7 121.6 135.0
EBITDA 23.3 20.1 33.4 37.1 Target Price (A$ per share) 0.75
Depreciation -7.8 -13.5 -15.4 -16.4 Forecast 2010 Yield (%) 0.0%
EBIT 15.5 6.6 18.0 20.7 Forecast 2010 P/E (x) 11.6
Net Interest -0.6 -4.0 -3.4 -3.0
PBT 14.9 2.6 14.7 17.7
Norm. NPAT 10.3 2.1 10.3 12.4 Calculations Results
DCF Valuation Discount Rate / WACC (%) 11.0%
Cash Flow ($m) 2008A 2009A 2010F 2011F PV Free Cash Flow ($m) 189.8
Receipts 84.3 88.2 115.4 132.9 Less Net Debt / Plus Cash ($m) -42.9
Payments -71.8 -71.0 -77.4 -97.2 Unpaid Capital ($m) 0.0
Other -0.3 -4.0 -10.5 -7.4 Equity Value ($m) 146.9
Cash from Operations 12.3 13.2 27.5 28.4 Equity Value (A$ps) 0.76
Property, Plant & Equip -53.5 -52.8 -20.9 -22.1
Payment for Subsidiary 0.0 0.0 0.0 0.0 Multiple EV Equity Val per Share
Other -0.4 -1.4 0.0 0.0
Cash From Investing -53.9 -54.1 -20.9 -22.1
Issue of Shares 26.7 8.4 6.3 0.0 P/E (2010F) (x) 14.0 143,818 0.75
New Borrowing 37.4 31.6 16.7 17.7 Multiple Valuation (A$ps) 0.75
Repayment of Borrowing -9.5 -15.9 -19.7 -15.2
Cash From Financing 54.5 24.2 3.3 2.5 |[Target Price 0.75 |
Net Cash Flow 12.9 -16.8 10.0 8.8
Ending Cash 25.3 8.5 18.5 27.3
Financial Ratios 2008A 2009A 2010F 2011F
Balance Sheet Ratios
Balance Sheet ($m) 2008A 2009A 2010F 2011F Net Debt / Equity (%) 24.5% 61.8% 37.7% 27.6%
Cash 25.3 8.5 18.5 27.3 Current Ratio (x) 2.1 1.3 1.7 1.9
Receivables 16.5 12.1 18.3 20.3 Net Interest Cover (x) -18.5 1.7 6.1 10.0
Inventory 8.5 18.3 12.1 13.4 Profitability Ratios
Other 2.9 2.0 2.0 2.0 Gross Margin (%) 28.1% 24.0% 27.5% 27.5%
Current Assets 53.2 41.0 50.9 63.0 Net Profit Margin (%) 12.5% 2.5% 8.4% 9.2%
Property, Plant & Equip 75.2 114.2 119.7 125.4 Return on Assets (%) 13.1% 4.2% 11.2% 11.9%
Intangibles 1.3 3.0 3.0 3.0 Return on Equity (%) 15.1% 2.6% 10.7% 11.4%
Other Non-current Assets 3.2 1.5 1.5 1.5 Cash Flow Ratios
Non-Current Assets 79.6 118.7 124.2 129.8 Free Cash Flow Yield -12.5% -1.9% 8.8% 8.6%
Total Assets 132.8 159.7 175.1 192.9
Payables 12.1 13.6 18.1 20.1
Borrowings 42.1 57.8 54.8 57.3 Per Share Data 2008A 2009A 2010F 2011F
Provisions 1.5 1.5 1.5 1.5
Other 8.7 7.1 4.4 5.3 Basic Norm. EPS (cps) 7.2 1.4 5.4 6.4
Total Liabilities 64.4 80.0 78.9 84.3 Diluted Norm. EPS (cps) 7.1 1.4 5.4 6.4
Net Assets 68.4 79.6 96.2 108.6 Diluted P/E (x) 18.2 30.1 11.6 9.7
Ordinary Equity 50.3 58.7 65.0 65.0 Dividends per share (cps) 0.0 0.0 0.0 0.0
Reserves 0.6 0.5 0.5 0.5 Dividend Yield (%) 0.0% 0.0% 0.0% 0.0%
Retained Earnings 17.5 20.4 30.7 43.1 NTA per share (cps) 44.0 43.7 48.3 54.7
Total Equity 68.4 79.6 96.2 108.6 Cash Flow per share (cps) 8.5 8.6 14.4 14.7

SWK Revenue

Rigs in Work by Commodity
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ARGONAUT
General Disclosure and Disclaimer

This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330
650) ("ASPL") for the use of the clients of ASPL and its related bodies corporate (the
“Argonaut Group”) and must not be copied, either in whole or in part, or distributed to
any other person. If you are not the intended recipient you must not use or disclose the
information in this report in any way. ASPL is a holder of an Australian Financial
Services Licence No. 274099 and is a Market Participant of the Australian Stock
Exchange Limited.

Nothing in this report should be construed as personal financial product advice for the
purposes of Section 766B of the Corporations Act. This report does not consider any of
your objectives, financial situation or needs. The report may contain general financial
product advice and you should therefore consider the appropriateness of the advice
having regard to your situation. We recommend you obtain financial, legal and taxation
advice before making any financial investment decision.

This research is based on information obtained from sources believed to be reliable and
ASPL has made every effort to ensure the information in this report is accurate, but we
do not make any representation or warranty that it is accurate, reliable, complete or up
to date. The Argonaut Group accepts no obligation to correct or update the information
or the opinions in it. Opinions expressed are subject to change without notice and
accurately reflect the analyst(s)’ personal views at the time of writing. No member of
the Argonaut Group or its respective employees, agents or consultants accepts any
liability whatsoever for any direct, indirect, consequential or other loss arising from any
use of this research and/or further communication in relation to this research.

Nothing in this research shall be construed as a solicitation to buy or sell any financial
product, or to engage in or refrain from engaging in any transaction. The Argonaut
Group and/or its associates, including ASPL, officers or employees may have interests
in the financial products or a relationship with the issuer of the financial products
referred to in this report by acting in various roles including as investment banker,
underwriter or dealer, holder of principal positions, broker, director or adviser. Further,
they may buy or sell those securities as principal or agent, and as such may effect
transactions which are not consistent with the recommendations (if any) in this
research. The Argonaut Group and/or its associates, including ASPL, may receive fees,
brokerage or commissions for acting in those capacities and the reader should assume
that this is the case.

There are risks involved in securities trading. The price of securities can and does
fluctuate, and an individual security may even become valueless. International
investors are reminded of the additional risks inherent in international investments,
such as currency fluctuations and international stock market or economic conditions,
which may adversely affect the value of the investment.

The analyst(s) principally responsible for the preparation of this research may receive
compensation based on ASPL’s overall revenues.

© 2009. All rights reserved. No part of this document may be reproduced or
distributed in any manner without the written permission of Argonaut Securities Pty
Limited. Argonaut Securities Pty Limited specifically prohibits the re-distribution of this
document, via the internet or otherwise, and accepts no liability whatsoever for the
actions of third parties in this respect.
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