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Summary

Market capitalisation $8.2M
Share price $0.10
52 week low $0.08
52 week high $0.69

Ave Monthly Vol (year rolling) 1.427M

Key Statistics

Year End ($'000) FYo8 1H09 FY09
Actual  Actual Est.
Revenue 51,804 30,207 56,447
EBITDA 4,385 2,540 4,551
Reported NPAT* 4,745 (23,132) (22,658)
NPAT Adj. 1,579 967 1,654
EPS Adj. (c) 2.3 14 2.2
Growth -23% 4% -6%
PE Ratio Adj. (x) 4.3 n/a 4.6
DPS (c) 0.0 0.0 0.0
Div Yield 0.0% n/a 0.0%
Franking 0.0% 0.0% 0.0%
EV/EBITDA (x) 4.1 n/a 3.7
ROE 5.0% n/a 5.7%
EBITDA Margin 8.5% 8.4% 8.1%

*FY08 and 1H09 included one-off tax benefits
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1HO9 EBITDA increased 10.3% to $2.5 million, on sales up
16.3% to $30.2 million.

Uncertainty and challenges remain, both in terms of Ellex’s
balance sheet and broader market conditions.

Awaiting clear signs of working capital improvements before
turning positive on the story.

Our View

Earnings growth yet to reflect sales momentum — Ellex
reported a 3.4% NPAT increase to $1.0 million, after adjusting
for abnormal items and assuming full corporate tax rates.
Abnormal items included the write down of goodwill ($21.7
million), impairment of capitalised development expenditure
($0.7 million), income tax benefits ($1.5 million), and unrealised
losses on outstanding foreign exchange positions ($3.6 million).
At the EBITDA level, earnings increased 10.3% to $2.5 million,
but on sales up 16.3% to $30.2 million. As a result, EBITDA
margins declined from 8.9% to 8.4%. This disappointing
translation of sales to earnings has become a recurring feature
of Ellex’'s results of late, with current deteriorating market
conditions likely to continue that theme through the remainder of
FY09.

Worsening economic conditions a challenge for 2H09 —
Ellex’s ability to report double digit sales growth despite global
turmoil, gives an indication as to the quality and appeal of its
product range. It is the inability to deliver meaningful earnings
growth from this solid base that is so disheartening. Despite an
increasing focus on the cost base with an 18% reduction in
headcount since October, we have reduced our FY09 and FY10
EPS forecasts by 18.5% and 11.1% respectively, given the
worsening economic conditions expected in 2H09.

Working capital improvements yet to take effect — A crucial
aspect of Ellex’s performance over recent years has been its
deteriorating working capital position. We understand this has
been a major focus for management but with 1H09 showing
limited initial benefits. The growth in stock levels of 22.8% was
down on the 26.5% increase of pcp, but still results in inventories
representing a sizeable 36.6% of our FY09 sales forecast. 1HO9
receivables also spiked 42.6% higher, and whilst we
acknowledge Ellex typically suffers from some 1H debtor
seasonality, the magnitude of the rise is concerning. We will
continue to monitor working capital demands throughout 2H09,
and see this as critical before turning positive on the story.

Uncertainty remains — Limited headway has been made in the
key areas of cost re-alignment and working capital management
during 1H09. We acknowledge a lag exists between the
targeting of improvements and delivering on them. However,
given product deferrals and pricing irrationality remain short term
risks, we maintain our Hold recommendation despite Ellex
trading on a lowly 4.6 and 4.0 times our FY09 and FY10
adjusted EPS forecasts.
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|ELLEX MEDICAL LASERS LIMITED - Summary of Forecasts [ ELX s o010 |
PROFIT & LOSS SUMMARY (A$000s) BALANCE SHEET SUMMARY
Period FYO8A 1HO09A FYO9E FY10E Period FYO8A 1HO09A FYO9E FY10E
Total Revenue 51,804 30,207 56,447 52,403 Cash 830 1,468 1,579 1,647
Growth (pcp) 12.7% 16.3% 9.0% -7.2% Receivables 13,038 17,434 16,274 18,197
EBITDA 4,385 2,540 4,551 4,797 Inventories 17,745 20,667 21,227 20,796
Depn/Other Amort'’n (813) (456) (982) (1,012) Other 1,529 1,891 1,891 1,891
Amort'n of Capitalised R&D (592) (328) 617) (241) Total Current Assets 33,142 41,460 40,970 42531
EBIT 2,980 1,756 2952 3,545 Investments 0 0 0 0
Net Interest (597) (400) (640) (591) Inventories 0 0 0 0
Pre-Tax Profit 2,383 1,356 2312 2,954 Property Plant & Equip 3,761 3,735 3,679 3568
Tax Expense (911) (407) (694) (886) Intangibles 21,680 0 0 0
Minorities (89) 18 36 36 Capitalised R&D Intang. 6,952 6,263 6,267 6,017
NPAT nil tax pre one-offs 2,294 1,374 2,348 2,990 Other 6,238 8,396 8,396 8,396
Growth (pcp) -15.8% 1.3% 2.4% 27.3% Total Non-Current Assets 38,799 18,691 18,343 17,980
NPAT full corp. tax pre one-offs 1,579 967 1,654 2,104 TOTAL ASSETS 71,941 60,151 59,313 60,512
Growth (pcp) -15.8% 3.5% 4.8% 27.2% Accounts Payable 8,085 8,355 8,660 9,098
Adjustments* 3,362 (24,506) (25,006) 886 Borrowings 9,175 14,025 10,281 9,274
NPAT Reported 4,745 (23,132) (22,658) 2,990 Provisions 1,736 1,790 1,500 1,222
Other 666 3,684 3,684 3,684
PER SHARE DATA Total Current Liab 19,662 27,854 24,125 23278
Period Borrowings 1,380 0 0 0
EPS (c) nil tax pre one-offs 34 20 3.1 3.5 Provisions 218 178 283 260
Growth (pcp) -23.3% 1.9% -8.6% 15.0% Other 2,740 1,092 1,092 1,092
EPS (c) full corp.tax pre one-offs 23 14 2.2 25 Total Non-Current Liab 4,338 1,270 1,375 1,352
Growth (pcp) -23.3% 4.1% -6.4% 14.9% TOTAL LIABILITIES 24,000 29,124 25500 24,630
Dividend (c) 0.0 0.0 0.0 0.0 | [TOTAL EQUITY 47,941 31,027 33813 35,881
Franking 0% 0% 0% 0%
CASH FLOW SUMMARY
KEY RATIOS Period FYO8A 1HO09A FYO9E FY10E
Period FYO8A 1HO09A FYO9E FY10E EBIT (excl Abs/Extr) 2,980 1,756 2,952 3,545
EBITDA/Sales Margin % 8.5% 8.4% 8.1% 9.2% Add: Depreciation 813 456 982 1012
EBIT/Sales Margin % 5.8% 5.8% 5.2% 6.8% Amortn Cap R&D 592 328 617 241
EBIT Interest cover (x) 46 43 4.1 5.0 Change in Pay. (296) 270 575 438
Current ratio (x) 17 15 1.7 1.8 Less: Tax paid (911) (407) (694) (886)
Net Debt : Equity (%) 20.3% 40.5% 25.7% 21.3% Net Interest (597) (400) (640) (591)
ROE (%) 5.0% n/a 5.7% 8.6% Change in Rec. (1,290) (4,525) (3,068) (1,923)
Dividend Payout Ratio (%) 0.0% 0.0% 0.0% 0.0% Change in Inv. (3,016) (2,922) (3,482) 430
Gross Cashflows (1,725)  (5,444) (2,757) 2,265
VALUATION MULTIPLES Capex (1,820) (430) (900) (900)
Period FYO8A  1HO09A  FYO9E  FY10E Free Cashflows (3,545) (5,874) (3,657) 1,365
PER (x) nil tax rate 30 n/a 3.3 2.8 Dividends Paid 0 0 0 0
PER (x) full corp. tax rate 43 n/a 4.6 4.0 | |Net Cash Flow (3,545) (5,874) (3.,657) 1,365
Dividend Yield (%) 0.0% n/a 0.0% 0.0%
EV/IEBITDA (X) 4.1 n/a 3.7 3.3
EV/EBIT (x) 6.0 nia 5.7 45

* Adjusted for FY07, FY08 and 1H09 tax benefits. Normalised for full corprate tax rate going forward. Nil tax rate also shown.



Disclaimer

The following Warning, Disclaimer and Disclosure relate to all material presented in this document and should be read before
making any investment decision.

Warning (General Advice Only): Past performance is not a reliable indicator of future performance. This report is
a private communication to clients and intending clients and is not intended for public circulation or publication or for the use
of any third party, without the approval of Taylor Collison Limited ABN 53 008 172 450 ("Taylor Collison"), an Australian
Financial Services Licensee and Participant of the ASX Group. While the report is based on information from sources that
Taylor Collison considers reliable, its accuracy and completeness cannot be guaranteed. This report does not take into
account specific investment needs or other considerations, which may be pertinent to individual investors, and for this
reason clients should contact Taylor Collison to discuss their individual needs before acting on this report. Those acting upon
such information and recommendations without contacting one of our advisors do so entirely at their own risk.

Any opinions, conclusions, forecasts or recommendations are reasonably held at the time of compilation but are subject to
change without notice and Taylor Collison assumes no obligation to update this document after it has been issued. Except
for any liability which by law cannot be excluded, Taylor Collison, its directors, employees and agents disclaim all liability
(whether in negligence or otherwise) for any error, inaccuracy in, or omission from the information contained in this
document or any loss or damage suffered by the recipient or any other person directly or indirectly through relying upon the
information.

Disclosure: Taylor Collison participated in underwriting $1.1 million of Ellex’s rights issue in January 2009. Analyst
remuneration is not linked to the rating outcome. Taylor Collison may solicit business from any company mentioned in this
report. For the securities discussed in this report, Taylor Collison may make a market and may sell or buy on a principal
basis. Taylor Collison, or any individuals preparing this report, may at any time have a position in any securities or options of
any of the issuers in this report and holdings may change during the life of this document.

Analyst Interests: The Analyst(s) may hold the product(s) referred to in this document, but Taylor Collison
Limited considers such holdings not to be sufficiently material to compromise the rating or advice. Analyst(s)’ holdings may
change during the life of this document.

Analyst Certification: The Analyst(s) certify that the views expressed in this document accurately reflect their personal,
professional opinion about the financial product(s) to which this document refers.
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