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Emeco Holdings Limited (ASX:EHL) today reported NPAefore impairment
and restructuring charges of $57.7 million for Fy@®wn 14.5 per cent from the
previous year. You experienced an average utbisaiate of 83 per cent in the
first half of the year. What has been your expeeduring the second half in
utilisation rates? Has there been any change ilisaiion rates over recent
months?

CEO Laurie Freedman

All our businesses performed well with very strartgisation up until December
2008. Within a period of weeks at the end of 2@@8 mining and construction
sectors effectively ground to a halt as commoditicgs came under extreme
pressure as the stress on the global financiaksyshtensified. This unique
environment led to a decline in utilisation prinharacross our businesses that
were exposed to coking coal, iron ore and oil samdsasingly, utilisation and
earnings in the NSW and Indonesian rental busisessetinued to grow through
this volatile period given their significant exposuo thermal coal and gold.

We briefly touched a utilisation low of 55 per céamtMarch 2009 and averaged 68
per cent across the second half to June 2009. rgpmit of the 3rd quarter we



expected utilisation to trend above 70 per certh@4th quarter as enquiry levels
remerged. However this did not happen as mostrappuites did not convert until
after 30 June as general market uncertainty dirtiteewas delaying decisions.

The second half NPAT of $18.7 million is not a aélie indicator of earnings for

FY10 for a few reasons. Firstly, utilisation of p&r cent was a historical low
recorded during a period of unprecedented vobatilitat the industry has not
experienced before. Secondly, Europe and Canadsalnded second half EBIT

losses of $3.2 million and $1.6 million respectwvelhich are not expected to
recur in FY10 due to a downsizing in Europe’s case a return to a more stable
market environment in Canada. Finally, utilisatianAugust is touching 70 per

cent with enquiry levels across the business sggmfly higher than at any point
through the second half of FY09.

cor por atefile.com.au

Operating cash flow was $175 million for the fulay ending June 2009, up 14.2
per cent from the previous year. Free cash flaer @&iapex and dividends was $46
million. What is the minimum level for capex tossain the business going

forward and what is the expected trend for castv flo the current year ending

June 20107?

CFO Stephen Gobby

We've continued to deliver strong cash flows whisha function of the strong
EBITDA generated by the business model and a flexdapex program which
varies in line with utilisation, enabling us to nage the balance sheet through the
earnings cycle. As a result, debt reduced by $illBomin the second half. The
reduction came in two ways; we paid down debt by $8illion and the
appreciation of the Australian dollar reduced fgnecurrency debt on translation
by another $38 million.

Capex for FY09 was down about 50 per cent on FX®8Hree reasons. Firstly,
the useful life of our machines is determined bgraing hours. When utilisation
comes down the machines are operating less andr ncajmponent capex
requirements are postponed.

Secondly, and more importantly, a large part of eustaining capex is the
replacement of machines at the end of their usééul We can therefore naturally
contract certain asset classes within our fleetreviaee see lower demand for them
over the medium term and use the cash to retiré. debefer to this as “right
sizing” the balance sheet to the earnings of tisenegs through the cycle.

Finally, we have constrained growth capital over plast 6 to 12 months while we
focussedn improving returns on existing invested capital.

As we establish greater visibility on the demantank we have the balance sheet
capability to reinvest in the optimum asset classesneet demand and drive
earnings higher and ultimately enhance the retareapital for our shareholders.
Our cashflow and balance sheet strategy is posigothe company very well to



pursue some attractive investment opportunities Wik emerge as the markets
improve over the next six to twelve months.
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A key feature of the Emeco business model has beeaxpected resilience in
demand for heavy earth moving equipment despitagdsin commodity prices.
Do these results put in question this aspect obtlgness model?

CEO Laurie Freedman

On the contrary, the recent economic downturn prawided testament to our
business model that we’'ve achieved a creditablaltres the operating NPAT
level. Notwithstanding that, like many other companwe’ve been severely
impacted by the rapid and immediate decline invagtiin the mining and
construction sectors, but generally speaking have withstood the effects of the
global financial crisis quite commendably.

It would be safe to say that the activity declingindg this recent period was not
solely related to commodity price movements. Thearrcollapse of the global
financial system during this last year drove pattdy irrational behaviour which

impacted most businesses across the industry.

We are now seeing emerging signs of returning tmase stable environment
where we expect resumption of volume growth in key commodity exposures.
In this context, the virtues of the business madel expected to become evident
once again.

cor por atefile.com.au
Emeco has adopted a geographic expansion strategyrecent years. What is
your strategic outlook for the next two to threang®

CEO Laurie Freedman

One of the most important success factors for Emedts global footprint that
facilitates the procurement of low houred qualisgd equipment which underpins
the rental, parts and sales divisions of our highiggrated business model.

Our international growth strategy has largely beeprovide this capability. This
focus affords us the luxury to protect our sigrfit presence in the Australian
market and take advantage of any value creatingnicgor M&A opportunities
that may arise. In addition to developing the prement flexibility, we also
receive a free option as to whether we pursue atlements of the model. As
markets change we need to remain flexible abowtstment levels throughout our
global presence. With these factors in mind it isrttv looking at each region
separately.

In Indonesia, there are significant opportunitidgcl continue to provide a very
positive earnings outlook and we will continue tovast in Indonesia in a
responsible and disciplined manner.



In keeping with the focus to maximise returns orr capital, we recently
completed a strategic review of the underperforntiugopean business. This
review has resulted in a decision to materially dsize this business.

In terms of North America, whilst we're disappoidtevith the Canadian
performance over the last six months, the board raadagement remains very
enthusiastic about the medium to longer term pratsphat Canada provides. We
have committed some new capability into the Athedail sands region, in the
form of a major workshop and people and we beltbeeunderlying fundamentals
for oil sands remains intact. We’re increasing fmaus on other commodities and
markets throughout Western Canada to diversify adayn the established
Edmonton and Fort McMurray base. When consideriagada we operate in a
market structure similar to Australia, and an int@ot part of our vision requires
the continued strategy of re-orientating the curféeet of predominately small
civil gear into larger mining gear.

While the USA business has now become profitabke réturn on capital remains
below Emeco’s hurdle rates. We are currently uadterg a review of the
business and the market to determine the most ppate way to achieve an
acceptable return on the existing invested capifdé are conscious that the USA
is in a very deep recession and need to look beybadimmediate operating
environment. However, the Company is equally cottetiito maximising returns
on shareholders’ funds.
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To what extent are you seeing pricing pressure fcompetitors amid the slower
business conditions?

CEO Laurie Freedman

As a result of the substantial contraction in dethdhere has been more attention
to pricing in the market. We’ve been able to defend market share on the basis
of our value proposition.

We are a global business and have relationshipsssacvarious regions. Our

geographic spread enables us to procure very efitigt we provide geographic

coverage for our multi-nationals customers that maally based competitors

cannot. Size and sustainability matters, partitpldor the larger end of the

industry and that's what we provide. We also manageipment residual value

risk better than most. Lastly, the high mechan&adilability of our equipment

translates into real cost savings for our custonasrghey measure their costs
through productivity efficiency rather than houhie rates. These elements allow
us to transact on a value basis, avoiding the cttiyaetension of price alone.

cor por atefile.com.au
Net debt was $331 million down from $411.7 milliesix months ago. To what
extent can you continue to reduce debt in FY10?



CFO Stephen Gobby

We remain focused on managing our debt to comftatldvels and creating as
much flexibility in our balance sheet as possil@&en our cash flow capability
and balance sheet flexibility we remain comfortablth debt around the existing
levels. Depending on how the operating environmafblds over the next 6 to 12
months and what opportunities arise, we may usdréeecash flow to reinvest in
value creating opportunities, rather than reduaeft. If this scenario does not
occur, then it is logical that debt will be furthreduced.

We continue to operate with significant headroordesrour debt covenants, even
after taking into account some of the impairmenarghs in this period. Our
interest cover is at 8.1 times and gearing is in@4 debt to EBITDA. Our debt
facility doesn’t mature until August 2011 and weneen very comfortable with the
support from our banking syndicate.
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You've announced a fully franked final dividend2tents per share bringing the
full year dividend to 4 cents per share. What s ¢lutlook for dividends in the
current year?

CFO Stephen Gobby

Our fully franked final dividend of 2 cents per shaeflects a pay-out ratio of
about 43 per cent, which is within our stated pob€ 35 to 45 per cent. We have
significant retained earnings and franking creditswell as continued strong cash
flow and the balance sheet to continue to executedovidend policy into the
foreseeable future.
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In June you announced that you would be steppimgndis CEO once a successor
was appointed. How is the search for a new CEQrpssing?

CEO Laurie Freedman

As we announced in June, the Emeco board has cooathensearch for a new
CEO and that search is well underway. | have agteeemain as CEO until the
right candidate has been found to ensure a smaatkition. In the meantime it's
business as usual for Emeco and me.
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You recently received a takeover proposal for Eme€an you comment further?

CEO Laurie Freedman

As announced on 13 August we received an unsdlicitelicative non-binding

and highly conditioned proposal to acquire 100 pent of the shares in the
company from a financial investment firm. The psal is preliminary and

incomplete and shareholders are advised that pipioach may or may not lead to
a formal proposal being put to Emeco. As yet tleengany has had no
engagement with the investment firm.



The Emeco board will consider any offer or propasatceives having regard to
all alternatives available to the company. Wedkeg the market informed of any
material developments and we have retained UB3Bahkedr & McKenzie to assist
in relation to this matter
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Is your second half performance in FY09 indicatofethe expected level going
forward?

CEO Laurie Freedman

The second half was a challenging period and otfopeance was below what
we achieved in the first half. Whilst it is impdde to know exactly how the
global economy will unfold and how it wikffect business opportunities in the
medium term, we, like a lot of other business leadxpect to see a modest and
steady recovery in the first half of 2010, withaotelerating pick-up in the second
half.

Beyond 2010 we are expectiagreturn to more normal economic conditions that
will drive our earnings higher over the medium terith is important to note we
have a lot of capacity to leverage earnings ovemext eighteen months from our
existing installed asset base without requiringisicant additional capex.
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Thank you Laurie and Stephen.

For more information about Emeco, please wisitw.emecogroup.coror contact
Stephen Gobby, Chief Financial Officer, Emeco Gragtephone + 61 8 9420
0222.

For previous Open Briefings with Emeco or to reediture Open Briefings by e-
mail, please visitvww.corporatefile.com.au
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