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Impel
Support Services
Poland

No changes in regulations of subsidies
before 2008? Down to HOLD.

2003 2004 2005E 2006E 2007E
Revenues (PLNm) 4491 569.0 624.3 7214 751.0
EBITDA (PLNm) 443 230 441 499 534
EBIT (PLNm) 256 37 238 277 297
Net profit (PLNm) 220 (6.3) 19.3 225 234
EPS (PLN) 133 (0.42) 1.28 1.50 1.56
CEPS (PLN) 247 0.86 263 297 313
BVPS (PLN) 15.50 13.71 16.05 17.02 17.60
PIE (x) 132 (41.8) 137 1.8 11.3
PICE (x) 71 205 67 5.9 56
P/BV (x) 11 13 1.1 1.0 1.0
EViSales (x) 05 0.3 03 0.3 0.3
EV/EBITDA (x) 5.1 86 45 4.0 37
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Investment case: In line with our expectations, there were no changes in the Protected
Labour Enterprises (PLE) regulations in 2005 and, according to Impels announcement, the
coming significant changes will not become due before 2008. The current Polish government
seems to be more reluctant to cut social spending than we expected before the elections.
Thus, the probability of a severe subsidies cut is relatively lower, in our view. We have
increased the long-term assumptions on the proportion of subsidies to sales from 2.0% to
2.5%. Consequently, we upgrade our target price for Impel to PLN 18.4 from PLN 16.1/share.
At our target price, the stock would trade at 2006E P/E of 10x plus 80% weight of its net cash
and 2006E EV/EBITDA of 4.3x. However, following 49% rally since our last Buy call dated 12
October 2005 we believe the stock price already reflects the upside/risk potential. We
downgrade Impel from Buy to HOLD.

Recent developments: In recent months, Impel has continued the process of restructuring.
The company has changed its organisation structure into the holding structure, spinning the
operating activities into six subsidies. On 10 January, Impel announced, that it had launched
a management incentive scheme issuing 150,000 bonds with a face value of PLN 0.1
convertible into one company share each at the strike price of PLN 13.0 with 1-year lockup.
Moreover, together with German partner Perfekta the company has created a joint venture
that will offer laundry services, mainly to German hospitals and industrial customers. The
company expects the project to start operations in 4Q 2006.

4Q Results preview and outlook: In our view, the basis of 4Q 2004 results is extremely
difficult to beat. Recall that in December 2004 the regulations govermning PLE-related
subsidies changed in a very positive way for Impel. Consequently, Impel booked a
PLN 27.7m subsidies gain compared to our forecast PLN 14.3m in 4Q 2005E. Thus, while we
anticipate 9% growth YoY in revenues to PLN 167m in 4Q 2005, we are looking for a YoY
drop in EBIT to PLN 5m and net profit to PLN 3m.

Valuation: Impel trades at a reasonable eamings multiple of 11.8x and EV/EBITDA of 4.0x
for 2006. Following the 49% rally since our last Buy call, our increased target price of PLN
18.4/share offers only 4.6% upside potential. We believe the current stock price reflects the
upside/risk potential of the company. We downgrade Impel from Buy to HOLD.

Please note that the information at the back forms an integral part of this report.
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Table 178: Preliminary 3Q 2005 (IFRS, consolidated)
PLNm 4Q2005E 4Q2004 Ch.%FY2005E FY2004 Ch.%

Net revenue 167 153.0 9 624.3 569.0 10
EBIT 5 20 (73) 238 3.7 537
Net profit 3 9 (68) 193 (6.3) n.m.
Subsidies 14.3 277 (48) 55.0 67.0 (18)

Source: Impel, CA IB estimates
Preliminary 4Q 2005 preview

In our view, the basis of 4Q 2004 results is extremely
difficult to beat for Impel. Recall that in December 2004
the regulations governing PLE-related subsidies
changed for the third time in 2004. The change was
very positive for Impel, as it practically meant a return to
its high initial levels. As a result, Impel booked PLN
27.7m subsidies gain in the other operating revenues,
compared to PLN 67.0m in FY 2004 and our forecast of
PLN 55.0m in FY 2005E and PLN 14.3m in 4Q 2005E.
Consequently, while we anticipate 9% growth YoY in
revenues to PLN 167m in 4Q 2005, we are looking for a
YoY drop in EBIT to PLN 5m and net profit to PLN 3m.

Table 179: Earnings statement (IFRS, consolidated)

PLNm 2004 2005E  2006E  2007E
Net revenue 569.0 624.3 7214 751.0
Subsidiaries 67.0 55.0 46.0 31.3
Gross profit 248 524 69.5 75.6
SG&A 774 85.0 98.2 102.2
EBITDA 23.0 441 499 53.4
Depreciation 193 20.2 22 237
EBIT 37 238 27.7 29.7
Net financials 26 0.2 0.5 0.7
Pre-tax profit 0.5 241 28.1 304
Minorities (1.0) (1.0) 1.1) 1.2)
Tax 58 39 45 58
Net profit (6.3) 19.3 225 234

Source: Impel, CA IB estimates

Table 180: Cash flow (IFRS, consolidated)

PLNm 2004 2005E  2006E  2007E
Cash flow from operations 153 33.0 327 443
Cash flow from investment (399) (223) (195) (24.3)
Cash flow from financing (53.7) 129 (11.0) (14.7)
Net change in cash (78.3) 236 22 53
Beginning cash 160.0 817 105.3 107.5
Ending cash 81.7 1053 107.5 112.8

Source: impel, CA IB estimates

Table 181: Balance sheet (IFRS, consolidated)

PLNm 2004 2005E  2006E  2007E
Current assets 234.0 2713 297.6 3103
Fixed assets 103.8 110.8 116.8 1201
LT deferred charges 13.6 15.0 17.3 18.0
Total assets 3515 397.1 4317 4484
Current liabilities 104.7 110.7 1234 128.2
Deferred income 258 284 328 341
Long-term liabilities 28 28 28 28
Provisions 10.9 120 13.8 144
Equity 206.2 2414 255.9 264.6
Minority Interest 0.9 19 3.0 42
Total liabilities and equity 3515 3971 4317 4484
Net debt (cash) (66.1) (92.7) (97.9) (103.2)

Source: impel, CA IB estimates

Table 182: Key ratios

2004 2005E  2006E  2007E

EBIT margin (%) 0.7 38 38 40
Net margin (%) n.m. 3.1 3.1 3.1
Subsidies/net sales (%) 11.8 8.8 6.4 42
Net debt (cash)/equity (%) (321) (384) (38.3) (39.0)
ROE (%) n.m. 8.6 9.1 9.0

Source: Impel, CA IB estimates



