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Neptune Marine Services Limited (NMS.AX)

Buying Growth

NMS provides an integrated suite of subsea services to the oil and gas sector.

Buying Neptune requires investors to buy into a growth by acquisition story. These stories often
end badly and are fraught with danger. Various studies peg the failure rate of acquisitions as high

as 80%, that is tough odds to have against you.

» Balance sheet propped up by willingness of institutions and retail investors to continuously

reach into their pockets.

* Neptune is not self funding, but they are creating value. It is not an appropriate investment
for a defensive shareholder, but enterprising investors may consider it.
* The CEO, Christain Lange appears experienced and candid.

Key Statistics

Market Capitalisation A$161-204M™
Enterprise Value A$191-194M™
Current Price $0.54
P/E on consensus of 7.5¢ 7.2
Forward P/E (2010) 8.3@
PEG <1, growth estimates

not reliable
P/S (2009) 161/180 = 0.89
P/B 161/175=0.92
EV/EBIT 57
ROE

Dividend & Yield No dividend
Cash Flow (net operating) Q3 8.2M/YTD 14.6M
NTA (Dec08) $0.13

Shares outstanding (Dec08) 298.2M-378.2M™M

Fusion Investing Summary

Weighted IV $0.84
Technical Target $0.75
Low target $0.36
High target $0.96
Broker 12mth Target $0.61
Cut Loss $0.40
Reward/Risk >3/1
Opinion Aggressive Buy under $0.50

Buy at SPP offer of $0.50

Fairly Valued
10 12

Under
6 8

Over
14

50.40 $0.48 $0.56
50.36 5048 $0.60 $0.72 $0.84
50.42 50.56 $0.70 $0.84 $0.98
50.45 50.64 50.80 50.96 $1.12

52 week low of $0.25 was hit intra-day on 21 Nov.

Fundamental Analysis

NMS is a field of dreams. If oil companies come to
Christian Lange's dream then investors will be happy
with their returns.

Neptune are recording excellent figures through a
combination of organic and acquisitive growth. If they
can continue to successfully integrate their new
businesses and retain the owners then the sun will
continue to shine on this Perth based company. If not
then watch out below. High risk.

2009 earnings should be strong.

Technical Analysis

Consolidating recent gains and pegged to $0.50 SPP
offer.

Below 50 and above 200DMA

Falling MACD

Technically NMS is looking good and under
accumulation.

Look for recent uptrend to continue after SPP is
complete.

Behavioral Analysis: Investors love these growth
stories. They see the huge percentage rises in
earnings and extrapolate those into the future where
they picture themselves swimming in money.

(1) $161M based on 298.2M as of Dec08, $204M based on adding in the 80M from capital raising. EV is before and after the capital

raising.

(2) The lower forward P/E is due to dilution from the capital raising, SPP and earn outs.
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“NMSs strategy is to establish itself as a whole-of-life-cycle oilfield services company with a global capability.
This is to be achieved through a combination of acquisition, organic growth, integration of services and
resources and the attraction and retention of quality staff. Acquisitions have been the primary growth driver and
include; Allied Diving, Territory Diving, Subsea Developments, Link Weld Engineering, US Underwater Services,
Subsea Engineering Services and Sea-Struct Pty Ltd. New JV partnerships and alliances have also been
entered in order to strengthen its NEPSYS division. NMSs strategy going forward includes: expanding NMSs
global capabilities and global client base with a focus on Asia and developing its deepwater expertise. Neptune
Marine Services reported NPAT of $12.9m for the half-year ended 31 December 2008. Revenue from ordinary
activities were $94.93m. Diluted EPS was 4.33 cents compared to 0.39 cents last year. Net operating cash flow

was $6.43m compared to $4.25m last year. No dividend was declared.” Aspect Huntley

2008 Highlights
» Capitalraisings totaling $61 million
* Normalised NPAT of $10.9m before IFRS adjustments of share based payments and
interest on deferred payments
« EBITDA of $13.5 million
 Significant revenue growth from $15.5 million (FY07) to $86.7 million
* NPAT $7.4M
* Guidance $22-24M NPAT for 2009 on $150M revenue

Divisions
+ Diving Service - $30m up 55%
« Offshore Services - $19M
« Engineering and PM Services - $19M
« Fabrication Services - $28.7M

2009 1H http://www.asx.com.au/asxpdf/20090226/pdf/31g8fh8mpti4rk.pdf
* Revenue $95M

+  NPAT $12.9
+ Large growth in Asian revenues, up from 2.4% in 2008 to 15%.
* Large increase in revenue from offshore services, up from 53% in 1H 08 to 75%. This is a

much higher margin business than project management and engineering services which fell
to 25%.

* “organic growth far outweighs acquisition growth”
NEPSYS expanding

June 52009 Earnings Upgraded

http://www.asx.com.au/asxpdf/20090605/pdf/3 1hy78 1 hmkyyvg.pdf
* Revenue approximately $180M

* NPAT $24-25M
* Net margin was 14.7%-16% now 13.3% - 13.8%

Key Data

30-Jun-04  30-Jun-05  30-Jun-06 30-Jun-07 30-Jun-08
Sales($) -- 0.02 0.04 0.16 0.35
Cash Flow(cents) -2.1 -2.3 -4.2 -3.3 4.4
Earnings(cents) -2.8 -2.6 -6.6 -6.5 2.9
Dividends(cents) -- -- -- -- --
Franking(%) -- -- -- -- --
Capital Spending(cents) -0.8 -0.2 -0.3 -0.4 -7.2
Book Value($) 0.05 0.06 0.02 0.28 0.46
Shares Outstanding(m) 37 40 43 205 292
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Key Dates
13 July 2009 EGM for approval of capital raising — see notice
17 July SPP Closes

References

* Neptune Web Site

¢ InvestSMART

* ASX Profile

* March 2009 Quarterly Report
e Shareholder Information

This is for entertainment value only and should not be used as the basis of anything
except maybe a fire and then only after you have printed it out. Do your own due diligence.
This is not a recommendation. Details in this document may be incorrect.

7 July 2009 © Fusion Investing — Do Your Own DD Page 3 of 3


http://www.neptunems.com/investor-center/shareholder-information.aspx
http://asx.com.au/asxpdf/20090430/pdf/31hbrg62834s3w.pdf
http://asx.com.au/asx/research/companyInfo.do?by=asxCode&asxCode=nms
http://www.investsmart.com.au/shares/asx/Neptune-Marine-Services-NMS.asp
http://www.neptunems.com/
http://asx.com.au/asxpdf/20090612/pdf/31j15bp5sy9kb6.pdf
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