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Financial Analyst - Brussels early-stage wind projects in North America. In the comll?g
KBC Securities NV months, the company should reveal more concrete details
+322417 31 16 on its ambitions in the renewables sector.
heunaicelod hbesot L. o ® Sapec also owns a number of non-operational real estate
KBC Securities does and seeks to do assets. The most important is a large industrial estate near
business with companies covered in its the port of Setubal (50km south of Lisbon), which the

research reports. As a result, investors
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Executive sum mary

Sapec was formed at the beginning of the 20" century as a mining and chemicals
company. In the past few decades however, the company has changed its activity
profile quite drastically. The current activity mix has been built around the
company’s expertise and know-how in sectors like agriculture, chemicals and
logistics. Geographically, the company concentrates on the Iberian peninsula,
where it has excellent relationships and a good knowledge of the local industrial
structure (which depends to a large extent on SMES). Sapec deliberately focuses on
niche markets, where it can reach the status of a leading player. Its current activity
scope includes crop protection, crop nutrition, chemical distribution & waste
management, agro commodities and logistics. The company also has an interesting
renewables business, which it operates through its subsidiary Naturener (a joint
venture with Caja Castilla La Mancha). Finally, Sapec has also built up a substantial
real estate portfolio and is currently developing an industrial real estate near the port
of Setubal, which might help to unlock some hidden value.

Sapec’s current activity range offers a good mix of more stable businesses (like
crop protection) and more growth oriented activities. Growth might come for
instance from the crop nutrition division. In the past few years, Sapec has
substantially increased its international commercial firepower, which should pay
off in the coming years. In core Europe, crop nutrition is a low growth sector, but
in emerging countries (like Brazil, Mexico, Middle East, and some European
countries), the use of crop nutrition products is not yet as widespread. Other
divisions (like e.g. waste management and logistics) should also offer decent
growth. A recovery of the Portuguese economy in the next few years would
obviously help.

Sapec also has an interesting renewables subsidiary Naturener, which is set up
as a joint venture with the Spanish local bank Caja Castilla La Mancha. The
renewables sector is currently benefiting from strong tailwinds.

Most governments are currently promoting investments in renewables as they
become increasingly aware of the environmental impact of more traditional energy
sources. The problem of climate change is currently very high on the political
agenda, as is security of supply. Renewables score well in both areas. By
definition, renewable energy is characterised by low CO, emissions and it also
helps to reduce dependence on politically unstable gas and oil producers.

Naturener made its first steps in the renewables sector as a developer and
producer of hydro-electricity in Spain. In the past few years, the company has also
built a proven track record as a project developer in wind energy in Spain. Last
year however, Naturener sold its entire project portfolio in Spain to Iberdrola for an
attractive price. It did not however want to waste its wind expertise and started
looking for new opportunities.

The quest for new projects led it to North America (Montana (US) and Alberta
(Canada)), where it acquired a 1,800MW early stage project portfolio. We see this
as a favourable development as the wind industry is clearly less mature in North
America than in European countries like Spain, Germany and Denmark.
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Valuation

Shareholders

The property division also adds to the attractiveness of Sapec. The company is
currently developing and selling parcels on an industrial estate near the port of
Setubal. The poor state of the Portuguese economy is not helping, but this
development should lead to extra cash inflows in the medium term.

Sapec owns a number of healthy activities in Iberia and has also an interesting
angle on the renewables sector. The market has not yet fully appreciated the
stock’s potential. We obtain a DCF-based target price of € 120. If the company is
successful in finding new opportunities in the renewables market, additional value
creation could be possible.

Shareholders

Sapec is to a large extent controlled by two families: the Velge family from
Belgium and the Portuguese family Espirito Santo. These two families have a
majority position in the company through a number of holdings, LHI (45.09%) and
Financiére Frédéric Jacobs (7.81%) being the two most important. Other
shareholders like Soclinpar (1.33%), BES Investimento (1.05%), Tranquilidade
(0.98%) are also closely linked to the two controlling families. The Velge and
Espirito Santo families also have a long-term cooperation agreement with the
Belgian holding company Cobepa, which owns 15.13%. Finally, Alcatel Bell
Pensioenfonds holds 3.10%, while there is also a free float of approximately
25.53%. There is no indication that the free float will increase in the short to
medium term.

Shareholder structure

Dividend policy 2001-2005
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The company targets a dividend payout ratio of approximately 25% of the
consolidated net result (group share). In 2005, this translated into a dividend yield
in the lower 2%-area. In 2006, the consolidated net result will probably come in
lower, but it is not clear yet how this will influence dividend policy.

Sapec 15 February 2007
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Strengths ® The company has a typical niche strategy concentrated on several sectors

where it can achieve leadership status. Most activities are related to
agriculture, chemicals and logistics.

®  Geographically, the company is concentrated on the Iberian Peninsula,
where it tries to lever its local network and its knowledge of the local
industrial structure. But Sapec has also tried to exploit opportunities outside
Spain and Portugal (international expansion in crop nutrition, the North
American wind portfolio through Naturener).

® The company’s activity range offers a nice balance between more mature
activiies and more growth oriented businesses (renewables, waste
management, crop nutrition).

Weaknesses ® The balance sheet is already quite leveraged. If new investment opportunities
arise, the company will probably have to look for alternative ways to finance
investment.

® The businesses are highly working capital intensive, particularly the agro
commodities division.

® A number of the company’s activities are dependent on the agricultural
sector. This makes the company vulnerable to weather conditions and other
typical agricultural problems (like low demand for agro commaodities because
of the bird flu threat).

Opportunities ® In emerging markets, crop nutrition is not as developed as in a mature
market like Europe. With is recent commercial investments, Sapec seems
well placed to benefit from an increased penetration of crop nutrition products
in these markets.

® Industrial waste management could become an interesting growth business,
where Sapec could lever its strong local relations. The logistics sector might
also provide new opportunities if the Portuguese economy picks up.

® The renewables activities will probably benefit from the current favourable
investment climate, particularly in North America, where there still seem to be
numerous opportunities. The popularity of wind energy in North America is
still fresh compared to Europe. At this stage, it is not yet clear whether
Naturener will confine its activities to the development of new wind projects.
The subsidiary might also actually become the operator of the wind projects
in which it is involved.

Threats ® A substantial portion of Sapec’s profit comes from the Portuguese economy,
whose performance has been sluggish in recent years, and whose recovery
could prove slower than expected. The chemical distribution and logistics
activities are particularly dependent on this component.

® The company has a lot of short-term debt on its balance sheet. Higher
interest rates might cause some pain.

15 February 2007 Sapec 5
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Business description

General

Diversified industrial holding Sapec is an industrial holding with important market positions in a number of well-
chosen sectors. Even though the diversification argument for holdings is often
guestionable, synergies clearly exist between a number of divisions. The crop
protection and crop nutrition divisions target for instance the same clients, while
other activities (like chemical distribution, logistics and even real estate
development) also try to charm similar client segments (often SMEs which play an
important role in the Iberian economy). In 2005, the company’s broad activity range
also provided a nice hedge against adverse weather conditions. The dry weather at
the time hit the crop protection and crop nutrition divisions, when the agro
commodities division was flying high. As a result of weak local harvests, both Spain
and Portugal needed to import more agricultural commodities, which translated into
increased volumes and good margins in the agro commaodities division. The 1H06
results seem to indicate however that this natural hedge is far from perfect.

Breakdown sales 2005 Breakdown Recurrent EBITDA 2005

Agro commodities Agro commodities
73% 32%

Logistics
16%

Logistics

Chemical

3% Chemical 2% AR N
° distribution  Crop nutrition Crop protection 7 d'St{':?;l'on Crop nutrition Crop protection
7% 4% 11% © % 15%
Source: KBC Securities, Sapec Source: KBC Securities, Sapec

With more than 70% of overall revenues in 2005, the agro commodities division
stands out in terms of sales. Given that this business is characterised by low
margins, its relative size in terms of profitability is less pronounced, though it still
represented roughly 1/3 of EBITDA in 2005. Other divisions like energy, crop
protection, chemical distribution and logistics all take roughly 15% of company
EBITDA. The crop nutrition division is currently the smallest division with roughly
7% of EBITDA in 2005.

Geographical breakdown sales 2005 Geographical breakdown EBITDA 2005
Other Other
Portugal 1% 2%

21%

. Portugal Spain
Spain 44% 54%

78%

Source: KBC Securities, Sapec Source: KBC Securities, Sapec
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In terms of sales, Spain is the most important country for Sapec. To a large extent
this is due to the agro commaodities business, which represents much of Sapec’s
Spanish exposure and which typically has rather low margins. Looking at EBITDA,
Spain and Portugal are more balanced. Generally speaking, Sapec has
developed more or less the same activities in Spain and Portugal (crop protection,
crop nutrition, agro commodities). The chemical distribution niche and also
logistics are however mainly oriented towards Portugal. If opportunities show up,
Sapec might try to develop these activities in Spain as well.

Portugal GDP-growth 1997-2008

(in %) Spain GDP-growth 1997-2008 (in %)

in%

1998 1999 2000 2001 2002

2004 2005 2006 (f) 2007 (f) 2008 ()

........................... 1997 1998 1999 2000 2001 2002 2003 2004

2005 2006 (f) 2007 (f) 2008 (f)

Source: Eurostat

Portuguese vs
growth

. Spanish GDP-

Generics
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Source: Eurostat

While the Spanish economy has been very strong in the past decade, the
Portuguese economy has performed poorly. In the late nineties, when interest
rates were converging, the country was still growing fast, but things have changed
quite dramatically since then. Between 2000 and 2005, real GDP-growth was less
than 1% on average. This rather poor growth has had an impact on a number of
Sapec’s activities like logistics, chemical distribution and real estate development.

Both the OECD and Eurostat expect somewhat stronger Portuguese growth in the
next few years, but the recovery will probably be slow, mainly because Portugal’s
economic problems are largely structural. Exports have slowed quite substantially
in a globalising economic environment where competition has become much
harsher. The slowdown has been particularly marked in clothing and footwear
exports. Moreover, the government cannot afford to conduct an expansionary
budgetary policy because its fiscal deficit is already at an unsustainably high level
(6% of GDP in 2005).

Crop protection (Portugal and Spain)

In the 60s and 70s, Sapec started to develop activities in the crop protection
sector. The company set its first steps in the sector as a distribution partner for the
patented crop protection products of companies like BASF, Dupont and Dow.
Soon however the company realised that the ‘generics’ market also presented
good opportunities. Sapec therefore became an important player in this generics
segment, which meant that it also developed activities higher up the value chain
(formulation, packaging, etc). Currently, Sapec has two production facilities for
crop protection products, in Setubal (Portugal) and Reus (Spain).
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Portugal

Spain

EU registration process

Crop nutrition

Sapec’s Portuguese crop protection activities date back a long way. Over the
years, Sapec has been able to become one of the leading players with a market
share of approximately 30%. In order to achieve optimal coverage of its clients,
the company uses two brand names in Portugal: Sapec Agro and Selectis.
Selectis mainly targets smaller distributors. The Portuguese crop protection
market is highly concentrated. The C4 index (which measures the combined
market share of the 4 most important players in the sector) is as high as 80%.
Important competitors include Bayer and Syngenta.

Sapec’s Spanish activities have a much shorter history. The group was able to
make an attractive acquisition in 2000, which was used as a springboard for
growth. The company currently has a market share of approximately 6%, which
we believe can still rise a few percentage points, helped by the growing popularity
of generics, which is Sapec’s only activity in Spain. It should therefore benefit from
the increasing popularity of generics vs. more expensive patented products. In
terms of brand names, Sapec also uses its Sapec Agro brand in Spain alongside
a complementary brand Tradecorp.

Growth prospects on the Iberian peninsula seem relatively limited. It cannot be
excluded however that sooner or later Sapec will try to target new markets, in an
attempt to increase economies of scale. The company would probably prefer
other Mediterranean markets, which often have similar characteristics to Iberia.

In terms of legislation and registration, the crop protection sector has a lot in
common with the pharmaceutical sector. Currently, the most significant legal
developments are coming from the EU. The European Commission has set up a
plan to register all active molecules in crop protection products to ensure that all
crop products on the European internal market comply to the same strict quality
standards. Obviously, this process will require some investment, but Sapec is
teaming up with a number of other parties in order to spread the costs. The EU
registration procedure also has an impact on the average life of patents. When a
product is registered in the EU, its gets a patent for a pre-defined period. The idea
is to give registering companies a fair return on the registering costs that they
incur. Short-term however, this might slow the penetration of generics slightly.

Crop nutrition (Portugal and Spain)

The crop nutrition division produces and sells a wide range of nutritional elements
and enriching agents like trace elements (chelates), bio stimulants (humic acids
and amino acids) as well as acid/salinity correctors. It is much easier to put a new
product on the crop nutrition market, which implies it is very important to have a
good sales force and to be creative. Sapec has a wide network of clients in a
number of highly specialised agricultural sectors like horticulture, viticulture,
floriculture and fruiticulture. The company uses its Sapec Agro brand both for
Portugal and Spain and its complementary Tradecorp brand in Spain. The
company also has two specialised production sites in Spain.

Sapec 15 February 2007



Successful international

expansion strategy

Chemical distribution

Waste management

Waste-to-energy

Toxic waste management

15 February 2007

Sapec

KBC

Securities

In the past few years, this division has been able to develop a broad international
footprint. The crop nutrition division has invested in commercial activities in
Europe (e.g. Poland), the Middle East, Northern Africa, Mexico and Brazil. The
fact that crop nutrition is not always well developed in these countries opens up
opportunities for a company like Sapec. In recent years, the international activities
have grown to represent a very important part of the division’s results and more
growth is likely in the next few years. In 2005, the crop nutrition division sold
€ 7.3m in Spain and Portugal, while its international sales amounted to € 13.5m.
Several international divisions showed impressive sales growth in 2005 (+43% y/y
in Europe (outside Portugal/Spain), +50% in Middle East, +60% Brazil and +72%
Mexico)

Chemical distribution and waste management (Portugal)

This business unit (called Sapec Quimica) started as a spin-off from its former
commodity fertilizer business. For these activities, Sapec had to invest in
distribution and logistical capacity. Currently, the company has two big industrial
and logistics platforms (in Setubal and Ovar covering respectively southern and
northern Portugal). The company soon realised that it could also offer its expertise
and infrastructure to third parties in Portugal. SMEs play a very important role in
the Portuguese economy and they do not always have the ability to look after their
own distribution and logistics. Clients are situated in a wide range of industries
(paper, textile, shoes, construction, chemicals) but unfortunately, these activities
have suffered from the poor health of the Portuguese economy.

In Setubal, Sapec has also become active in the industrial waste management
business through a subsidiary called CITRI. This sector is still in its infancy in
Portugal. Given the limited market size of the Portuguese market, large players
like Veolia Environnement and Suez Environnement show little interest, which
presents opportunities for a company like Sapec. So far, CITRI has mainly
focused on the disposal and recycling of non-toxic industrial waste, but new
opportunities might show up.

Recently, Sapec has made a concerted effort to become more active in the waste-
to-energy sector. There is a trend to use waste residuals as a secondary fuel,
which is particularly attractive in times of high fuel prices. Currently, Sapec is
working on a project with the local cement industry, which started using this
secondary fuel in September 2006.

Sapec is also trying to enter new niches in the waste sector. Recently, Sapec took
a 35% stake in a consortium, which won a license for the processing and
recycling of toxic industrial waste in Portugal. This project will be up and running
in 2008. In general, we expect to see more initiatives and more growth in this field
in the next few years. We have the impression however that waste collection for
the household sector is not on the company’s agenda. Given the low profitability
of this business, this is probably a wise decision.
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Agro commodities distribution (Portugal and Spain)

The distribution of agro commodities is a very important activity for Sapec,
representing more than 70% of revenue and more than 30% of recurring EBITDA.
The company mainly focuses on products for the animal feed sector (cereals,
cereal substitutes, proteins). Activities include both ‘trading’ and ‘distribution’
activities.

Trading includes buying commodities on the international markets and selling
them to end customers in Iberia. Negotiating interesting freight rates with shipping
companies is an important part of Sapec’s strategy, which has been highly
successful in recent years. The company’s agro commodities activities are spread
over two separate companies. Interpec Iberia is responsible for Spain and
handles approximately 2m tonnes a year. In Portugal, Sapec operates through its
smaller subsidiary Seteia, which handles roughly 150,000 tonnes a year.

Next to the rather volatile trading operations, Sapec also performs a number of
distribution activities (delivery, transport, storage), which have a more stable
income profile. This is largely because Sapec operates from its own logistical
bases in Tarragona and Cadiz, which enables it to keep a large part of port
handling fees in house. Approximately 50% of volumes imported by Sapec
already make use of the company’s own infrastructure. Obviously, third parties
might also be interested in using Sapec’s infrastructure, which provides the
company with a nice recurring income. Sapec has also terminal use rights in the
port of Cartagena.

Even though cargoes are usually pre-sold, it cannot be denied that this division
eats up a lot of working capital. Ships at sea and well-filled storage sites translate
into high inventories. Obviously, the amount of working capital tracks commodity
prices.

Logistics (Portugal)

In 2005, Sapec downscaled its ambitions in the logistics sector by selling its
subsidiary Logic SA in a management buy out. Logic SA had an ambitious
strategy (including expansion to Spain), but this required extensive investment
and Sapec preferred to cash in and focus on its other logistics activities.

In the past few years, the company has developed a network of multi-modal land-
based terminals in Portugal (Lisbon, Porto, Setubal). These terminals perform a
number of specialised activities (container storage, repair activities, packaging, re-
distribution) and play a very important role in the industrial heartland near Lisbon
and Porto. Sapec has invested heavily in this activity (€ 33.2m between 2002-
2006) and now has very modern platforms in place. The division targets various
clients, mainly situated in the Portuguese SME sector, and should be able to show
some growth if the Portuguese economy regains strength.

The logistics division also includes the port handling of bulk products (both solid
and liquid) in Setubal (through the Sapec Port Terminals division). There is also
still a stevedoring activity (Navipor), but this has shrunk in size. Sapec owns 50%
of Navipor.

Sapec 15 February 2007
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The company is active in the renewables sector through the Naturener joint
venture, which it set up with the Spanish savings bank Caja Castilla La Mancha
and a private US investor (holding a 16% stake). In recent years, Naturener has
mainly been active in the hydro segment. The company operates 13 mini hydro
power stations in the regions of Albacete, Galicia, Castilla Leon and Estremadura.
These power plants have a combined installed capacity of 55 MW and the
electricity generated is sold to large Spanish utilities (like Iberdrola and Endesa)
through the Spanish electricity pool (Omel) or through fixed-price contracts. In the
past few years, hydro levels have been lower than normal, which translated into
low electricity output, but this was offset by higher electricity prices. Recently, the
company has also done extensive work in the photovoltaics sector, where it is
currently working on an important project (10 MW) that should get official approval
in the next few months.

In recent years, Naturener has also become active in wind farm development in
Spain. The company received the permits for a 29.9MW farm in Castilla La
Mancha, while it is very close to obtaining the final licenses for 50 MW in capacity
in Andalousia. The company has also been preparing other projects in northern
Spain (approximately 200 MW), where it is still in competition with other
developers. In January last year however, Naturener received a very attractive
offer from Iberdrola to buy its Spanish projects. Iberdrola will pay Naturener
(approximately 50% Sapec owned) a maximum of € 25.7m, though part of this
payment is conditional on the successful completion of a number of permit
applications.

The company however decided to remain active in the wind business so as not to
waste the expertise it had built up. Naturener started to look for other countries
where it could deploy this know-how and concluded that North America still shows
great promise. In the US and Canada, wind energy still represents a very small
percentage of overall capacity installed and a number of relatively generous
incentive schemes help to make new projects financially viable.

Top 10 wind power markets 2004 (MW installed) Wind generation (% of national electricity demand)
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Source: IEA Wind
The company ended up buying a very early stage portfolio of 1,800 MW with

projects in Montana (US) and Alberta (Canada). Naturener paid $ 21.2m, of which
$ 10.9m was upfront.

11
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PTC credit in the US

Although the US wind market is still very immature, there are indications that the
main political parties favour a more prominent role for wind energy, a stance
clearly inspired by geopolitical and environmental concerns. In general terms, the
US uses two sorts of incentive: tax credits and renewable portfolio standards. First
of all, the US government grants a tax credit for every MWh of wind electricity
produced. This so-called production tax credit scheme (a.k.a. PTC scheme) pays
$ 19 per MWh (to be adjusted annually for inflation) during the first ten years of
operation. The only disadvantage is that the credit has to be renewed on a regular
basis. This explains why new wind installations have been characterised by a
stop-go pattern (see chart below). Last year, Congress approved an extension of
the PTC system for another year — through 31/12/2008 — but it would be helpful if
Congress were to authorise a longer-term extension. The federal tax authorities
also allow wind farms to benefit from the use of accelerated depreciation. Wind
farms are often depreciated on a 5-year basis, which creates a nice tax shield.

US: Wind capacity (MW) and generation (GWh) PTC drives new capacity
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Renewable portfolio standards

12

Source: IEA Wind

The introduction of renewable portfolio standards (RPS) has been another
important growth driver. RPS requires utilities to purchase a minimum percentage
of their overall generating capacity from renewable resources. More than 20
states (including Montana) have introduced renewable portfolio standards. The
share of renewables in Montana’s fuel mix is currently very limited. The state of
Montana wants to increase this gradually according to the following timetable: 5%
by 2009, 10% by 2014 and 15% by 2015. A utility that is unable to comply with the
renewable portfolio standards must pay an administrative penalty of $10/MWh.
Obviously, utilities cannot pass this fine on to the end customer. Montana’'s
definition of ‘renewables’ includes wind, solar thermal electric, photovoltaics,
landfill gas and biomass. Wind energy will clearly play an important role in
bringing the targets of this state — which according to scientific research is one of
the windiest in the US — within reach.

Sapec 15 February 2007
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Annual wind energy potential (measured in bn kWh)

State Potential State Potential

1 North Dakota 1,210 11 Colorado 481

2 Texas 1,190 12 New Mexico 435

3 Kansas 1,070 13 Idaho 73

4 South Dakota 1,030 14 Michigan 65

5 Montana 1,020 15 New York 62

6 Nebraska 868 16 lllinois 61

7 Wyoming 747 17 California 59

8 Oklahoma 725 18 Wisconsin 58

9 Minnesota 657 19 Maine 56

10 lowa 551 20 Missouri 52

Source: American Wind Energy Association (AWEA)

Strategic skills

Canadian wind market
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Obviously, wind farm developers need a number of important strategic skills. The
permit application requires extensive legal know-how and good relationships with
the local community. The choice of location is also crucial (e.g. one that enables
an easy interconnection to the high voltage grid). Finally, it is also important to
have good relationships with wind turbine manufacturers. There seems to be a
bottleneck here, which is leading to price inflation. Finally, it should also be
mentioned that other companies are trying to develop projects in the regions that
Naturener is targeting. These include a number of larger players like FPL Energy
and Seawest (AES), but also numerous smaller players (Cielo Wind Power,
Clipper Wind Power, Coyote Energy and Energy Logics, to name a few).

The Canadian wind market also looks underdeveloped compared to a number of
other European countries. At the end of 2005, the country had an installed wind
base of 683MW, which compares to the countrywide installed electricity
generation capacity of 123GW. The amount of actual wind-based electricity
produced was only 0.3% of total electricity output.

In the past few years the Canadian authorities have also become more positive
towards wind energy. The most important measure on the federal level is the
Wind Power Production Incentive (WPPI), which implies that new wind farms can
obtain a subsidy of approximately 10CAD per MWh produced during the first ten
years of operations. Canada hopes this will bring its objective to have 4,000MW of
new wind farms by 2010 within reach. Canada also provides an accelerated
depreciation scheme for wind investments (50% on a declining balance basis).
The fact that the electricity market in Alberta is fully liberalised also helps. Like in
the US, it is not always easy to find cheap turbines, while project developers in
Alberta have also complained about difficulties with the connection to the
transmission grid.
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Alberta fuel composition Canada: New installations in MW 2001-2005
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At this stage, Sapec’s ambitions in the renewables sector are not exactly clear.
The company could remain a developer of new wind projects, thereby leaving the
operation of wind parks to other players. The company could however choose to
widen its expertise to become an actual operator of wind farms. It should be noted
however that this is a capital intensive business and that Naturener would have to
find a way to finance such projects. We estimate that the launch cost would
amount to € 1.5m per MW installed. If Naturener were to build wind parks totalling
1,800 MW of installed capacity, it would require a total investment of € 2.7bn.
Even assuming debt would finance a substantial portion of these investments, we
think Naturener would still have to find some € 540m in equity (20% equity
financing). We expect the company to give more detail on this in the coming
quarters.

Real estate

Real estate Real estate is not a core activity, but over the years the company has been able to
accumulate a healthy real estate portfolio. In Spain, Sapec owns 6,000 hectares
of forested land, while in Portugal it owns roughly 300 hectares in industrial
estates. The company also owns offices in Madrid and Lisbon.

Setubal estate The most important non-operational asset is the industrial estate near Setubal.
The company has developed this estate in three stages (Development |,
Development Il and Development Il1). Development Il is very popular with buyers,
thanks in part to its proximity to the port terminals of Setubal. The sluggishness of
the Portuguese economy in recent years has dampened buyers’ interest, but we
still expect a gradual pick-up of sales in the coming years.

No more ICT Sapec also used to have investments in ICT, but these have all been sold. Zetes
(2005) was the most recent divestment in this sector, following earlier transactions
in Iberia (Prologica (1999), Geslogica/Capgemini Portugal (2000).
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Dry weather impacted 2005 and 1HO6 results

The year 2005 was characterised by very dry weather conditions on the lberian
peninsula. Given that Sapec is exposed to agriculture-related sectors, this had an
impact on the results. The company’s activity mix however proved to be a good
insurance policy against the adverse weather. The crop protection division
suffered, posting a 6.39% drop in sales. Note however that Sapec did better than
the overall market. According to official statistics, the crop protection market was
down by 21% and 15% respectively in Portugal and Spain, implying that Sapec
has won some market share.

The crop nutrition division showed a rise in sales of roughly 30%, which was the
result of diverging trends in Iberia and the rest of the world. The Iberian crop
nutrition division disappointed slightly, despite a rise of 7%. This was offset
however by the very strong international division, which showed growth of more
than 50%, illustrating that the company’s expansion in areas like Poland, the
Middle East, Brazil and Mexico is working.

The poor performance of the Iberian crop products was offset by stronger growth
in the agro-commodities division. Especially in Spain, the company was much
more active (2,4m tonnes in 2005 vs. 2,1m tonnes in 2004). Since commodity
prices were relatively low, this did not translate into higher sales, but given these
volatile market conditions, Sapec was able to improve its margins quite
substantially. The fact that the company chartered its cargo ships under
favourable terms also helps to explain the increase in margins. The logistics
division also showed a substantial drop, but this is mainly an optical effect. In April
2005, the company sold its logistics subsidiary Logic SA to management and a
number of private equity funds.

Finally, the drought was also having an impact on the hydro electricity business of
Sapec. Because of low reservoir levels, electricity output was down substantially,
although this was more than offset by higher prices and margins. The start-up of
the Porma/Ferreras power station in June 2005 also supported growth.

Sapec: Sales 2004-2005

2004 2005 yly-increase

Sales 538,227 514,853 -4.34%
Sales crop protection 58,631 54,887 -6.39%
Sales crop nutrition 15,598 20,224 29.66%
Sales chemical products distribution & waste management 31,025 33,445 7.80%
Sales logistics 21,523 13,553 -37.03%
Sales agro commodities distribution 392,223 367,569 -6.29%
Sales Energy 7,947 9,290 16.90%
Unallocated (including holding & real estate) 11,280 15,885
Source: KBC Securities
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Recurring EBITDA Although Sapec’s sales were down 4.34% yly in 2005, recurring EBITDA showed
a nice 12.86% increase. As mentioned above, it is clear that the improving
margins within agro commodities distribution were an important reason for this.
This division is quite important for Sapec, which implies that small changes in
divisional profitability might have an important impact on the company.

Recurring EBITDA 2004-2005

2004 2005 yly
Total REBITDA 30,154 33,978 12.68%
REBITDA crop protection 7,484 6,290 -15.95%
Crop production margin 12.76% 11.46%
REBITDA crop nutrition 2,053 2,260 10.08%
Crop nutrition margin 13.16% 11.17%
REBITDA chemical products distribution & waste management 4,865 5,187 6.62%
Chemical products margin 15.68% 15.51%
REBITDA logistics 3,806 1,902 -50.03%
Logistics margin 17.68% 14.03%
REBITDA agro commodities distribution 9,674 12,486 29.07%
Agrocommodities margin 2.47% 3.40%
REBITDA Energy 4,719 6,617 40.22%
Energy margin 59.38% 71.23%
Unallocated (including holding & real estate) -2,448 -765
Source: KBC Securities
Non-recurrent profits (like Logic In 2005, Sapec showed good growth at the REBITDA level. Lower lines were
SA sale) helped 2005 result even slightly stronger, although this was largely thanks to non-recurring items.

Sapec was able to sell Logic SA for a good nice price to management and a
number of private equity funds.

Sapec: P&L 2004-2005

2004 2005 yly
Sales 538,227 514,853 -4.34%
REBITDA 30,154 33,978 12.68%
Depreciation -11,101 -11,074
REBIT 19,052 22,907 20.23%
Non-recurring items 2,566 4,765
EBIT 21,618 27,672 28.00%
Financial income -6,001 -8,002
PBT 15,617 19,670 25.95%
Tax -4,341 -6,417
PAT 11,276 13,253 17.53%
Minorities -438 -1,120
PAT Group share 10,838 12,133 11.95%
NOSH 1,355,000 1,355,000
EPS 8.00 8.95

Source: KBC Securities
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In 2005, Sapec did well in difficult climatic circumstances. However, the impact of
the drought is now feeding through to the company’s results. Due to a stock
overhang, the recovery of crop protection sales in 1HO6 was only marginal and
competitive pressure increased. This time, the agro commodities distribution
division was not able to compensate, mainly due to two temporary reasons. First
of all, demand for agricultural products in Spain dropped by approximately 15%
due to problems in the pork and poultry industry (the latter related to the bird flue
threat). A second reason was the fact that a number of producers preferred to
import commodities in 2HO5 rather than to put their own production on the market.
In the first months of 2006 however, their production came on the market, leading
to relatively difficult market conditions.

Unfortunately, a number of other divisions suffered from temporary setbacks too.
The chemical distribution division continues to suffer from poor growth in Portugal
(though there were signals of improvement in the second quarter) and in the
energy division, the cost of major repairs were booked in 1H06

When publishing its 1HO06 results, the company indicated that it expected a similar
performance in the second half of the year, implying rather weak 2006 results and
a transition year. We also remained very cautious when making our estimates for
2006. In the coming years however, we expect to see a gradual normalisation.

Divisional analysis 1H06

1HO5 1HO6 YIY
Total sales 232,610 245,290 5.45%
Total REBITDA divisions 19,975 13,337 -33.23%
Sales crop protection 33,853 34,657 2.37%
REBITDA crop protection 5,077 4,419 -12.96%
Crop protection margin 15.00% 12.75%
Sales crop nutrition 9045 10733 18.66%
REBITDA crop nutrition 788 567 -28.05%
Crop nutrition margin 8.71% 5.28%
Sales chemical distribution & waste management 17959 17753 -1.15%
REBITDA chemical distribution 2368 1997 -15.67%
Chemical distribution margin 13.19% 11.25%
Sales logistics 8223 6345 -22.84%
REBITDA logistics 1554 916 -41.06%
Logistics margin 18.90% 14.44%
Sales agro commodities distribution 158454 167585 5.76%
REBITDA agro commodities distribution 6683 2778 -58.43%
Agro commodities distribution margin 4.22% 1.66%
Sales energy 4560 4569 0.20%
REBITDA energy 3505 2660 -24.11%
Energy margin 76.88% 58.22%
Source: KBC Securities
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Crop protection/crop nutrition

Chemical distribution & waste
management

Logistics, energy and agro-
commodities

Our forecasts

The company’s activity mix combines a number of fairly mature activities with
divisions that have more promising growth prospects. The crop protection division
is probably characterised by rather slow growth. The overall market appears
stable, although Sapec will probably be able to win some market share in Spain.
In 2007, we see stronger growth for this division, due primarily to a catching-up
effect after the slow drought-related figures of recent years. We expect some
double-digit growth for crop nutrition in the coming years. The company has rolled
out its international sales force and this should continue to bear fruit in the next
few years.

The chemical distribution division should see growth of approximately 5% in the
next few years. A recovery of the Portuguese economy would help and the waste
management division still has bright prospects. The company is trying to recycle
waste to be used as a secondary fuel in the cement process. The toxic waste
sector could present additional opportunities.

For the logistics, energy and agro-commodities division, we have growth in line
with GDP (between 2-3%). For the agro-commodities division, we understand the
company is deliberately avoiding excessive growth due to the capital-intensive
character of these activities.

KBC Forecasts: Sales & Recurring EBITDA

2005 2006 2007 2008 2009
Sales crop protection 54,887 56,259 60,197 61,401 62,629
Sales crop nutrition 20,224 23,258 26,049 28,653 30,946
Sales chemical distribution 33,445 35,117 36,171 37,979 39,878
Sales logistics 13,553 13,824 14,239 14,666 15,106
Sales agro commodities 367,569 374,920 393,666 401,540 409,571
Sales energy 9,290 9,569 9,856 10,151 10,456
REBITDA crop protection 6,290 6,470 7,043 7,184 7,328
Crop protection margin 11.5% 11.5% 11.7% 11.7% 11.7%
REBITDA crop nutrition 2,260 1,395 3,907 4,298 4,642
Crop nutrition margin 11.2% 6.0% 15.0% 15.0% 15.0%
REBITDA chemical distribution 5187 4.214 4,883 5127 5,384
Chemical distribution margin 15.5% 12.0% 13.5% 13.5% 13.5%
REBITDA logistics 1,902 2,074 2,136 2,200 2,266
Logistics margin 14.0% 15.0% 15.0% 15.0% 15.0%
REBITDA agro commodities 12,486 7,498 9,842 10,038 10,239
Agro commodities margin 3.4% 2.0% 2.5% 2.5% 2.5%
REBITDA energy 6,617 5,980 6,160 6,345 6,535
Energy margin 71.2% 62.5% 62.5% 62.5% 62.5%
REBITDA unallocated -765 -2,530 -952 -142 501
REBITDA holding -4,500 -4,590 -4,682 -4,775
REBITDA real estate 1,970 3,638 4,539 4,275

33,977 25,102 33,019 35,050 35,892

Total REBITDA

Source: KBC Securities
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All'in all, it is clear that 2006 was a rather difficult year for Sapec. Net profit will be
hit by the drop in the number of positive one-off items. In the coming years
however, we expect the company to restore profitability. It should be underlined
that most of the problems that we currently see are due to temporary factors, like
unusually dry weather.

Sapec: P&L 2005-2009

2005 2006 2007 2008 2009
Total REBITDA 33,977 25,102 33,019 35,050 35,892
Depreciation -11,074 -11,998 -12,404 -12,807 -13,206
REBIT 22,907 13,104 20,615 22,243 22,686
Non-recurrent items 5,272 1,700 0 0 0
EBIT 27,672 14,804 20,615 22,243 22,686
Financial income -8,002 -7,156 -7,233 -7,100 -6,962
PBT 19,670 7,648 13,382 15,143 15,724
Tax -6,417 -1,921 -3,339 -3,732 -3,924
PAT 13,253 5,727 10,042 11,411 11,800
Minorities -1,120 -344 -603 -685 -708
PAT group share 12,133 5,383 9,440 10,727 11,092
NOSH 1,355,000 1,355,000 1,355,000 1,355,000 1,355,000
EPS 8.95 3.97 6.97 7.92 8.19

Source: KBC Securities

Working capital

Leveraged balance sheet

Short-term debt

15 February 2007 Sapec

Balance sheet

To a large extent, the company’s balance sheet reflects the fact that the agro
commodities division is very working capital intensive. The agro commodities
business entails the buying of commaodities (usually overseas), then chartering a
cargo and finally shipping the merchandise to Iberia. There, the company stores
its freight in warehouses. It is obvious that this type of business ties up a
substantial amount of working capital (both inventories and accounts receivable).
In the past few years, a number of temporary factors resulted in a further increase
of working capital. The drought that hit the Iberian agricultural sector hit some
local farmers quite severely, which led to an increase in payables. We assume
this temporary increase of working capital will disappear in the next few years.

To a large extent, the company finances its net working capital needs with short-
term debt, which is why the balance sheet looks relatively leveraged. Because we
expect 2006 to be a rather slow year, debt metrics will deteriorate somewhat. We
expect the ratio net debt over REBITDA to rise to above 5 times in 2006 and we
expect the REBITDA/financial result to drop to close to 3.5. We should see a
gradual improvement in the years thereafter. The company has undertaken
substantial investments in the past few years, which should pay off in the future.

Note also that a large part of the company’s net debt position consists of short-

term debt (short-term debt of € 83m vs. total net debt of € 143m). Obviously, this
makes the company rather vulnerable to rising interest rates.
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Wind ambitions

If the company chooses to become more active in the wind sector — by becoming
a wind farm operator for example — the apparent inflexibility of the balance sheet
may pose problems, because wind farms are a capital intensive activity.

Sapec: estimated evolution debt/total capital

Sapec: Estimated balance sheet 2006

2005 2006 2007 2008 2009 2010

[ REBITDAfin result

2011 2012 2013 2014
net debt / REBITDA

2015

20%-

10%-

capital employed

invested capital

Source: KBC Securities

Cash flow table

Source: KBC Securities

In 2005, the company’s cash flow generation fell because of high working capital
investments. This was due to buoyant activity in the agro commodities business
and the fact that some farmers had problems paying their bills. We expect a
normalisation of this situation in 2006. This implies that Sapec will see good cash
generation in the next few years (not taking into account possible wind
investments). In recent years, Sapec has been investing quite heavily, but we
expect more moderate spending from now on, with capex falling back to levels
close to depreciation. Cash outflows related to the dividend are also not that
onerous as the company'’s dividend policy is not overly generous (25% payout).

Sapec: CF-table 2005-2009

2005 2006 2007 2008 2009
Net result 13,253 5,727 10,042 11,411 11,800
Non cash adjustments 6,604 10,298 12,404 12,807 13,206
(depreciation, capital gains)
Delta working capital -16,507 2,156 -4,784 -2,002 -2,043
CFO 3,350 18,181 17,663 22,217 22,963
Investments -18,107 -11,998 -12,404 -12,807 -13,206
Disposals 14,828 1,700 0 0 0
CFI -3,509 -10,298 -12,404 -12,807 -13,206
CFF 2,764 -2,304 -2,360 -2,682 -2,773
Consolidation changes/forex changes -49 0 0 0 0

2,556 5,579 2,898 6,728 6,983

Delta cash

Source: KBC Securities
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Valuation

DCF

Our DCF uses our traditional risk-free rate of 4% and a risk premium of 3.5%. We
also used a levered beta of 1.41 and a debt risk premium of 1%. Like this we
obtain a cost of equity of 8.95% and a cost of debt (before tax) of 5%, which leads
to a WACC of 6.27%. Our terminal growth rate is 2%.

We preferred to value the real estate assets separately and to correct REBITDA
for this. Non-operational real estate mainly relates to the development of industrial
land near the port of Setubal (50km south of Lisbon). The company is currently
developing this land in three stages. There are still parcels available from
Development | and Development Ill phase I. In the coming years, the company
will probably also start up phase Il of Development Ill. Development Ill has been
particularly easy to sell thanks to its proximity to the port installations of Setubal. It
should be noted that only half of the sales proceeds are for Sapec. The company
has set up a joint venture with a local construction company, which is responsible
for building the required infrastructure. In return, the construction partner receives
half the sales proceeds.

Development industrial real estate in Setubal

In m? % still available m?still available Est. price (€/m? Est. sales
Development | 233,000 44.50% 103,685 95 9,850,075
Development Il phase | 675,395 8.50% 57,409 100 5,740,858
Development Il phase Il 423,000 100% 423,000 95 40,185,000

Source: KBC Securities

Sale of Spanish wind farms

US wind farms

15 February 2007 Sapec

In the beginning of 2006, Naturener (in which Sapec has a 52.45% stake) decided
to sell its wind farm projects in Spain to Iberdrola. The sale related to a 29.4 MW
wind farm in Castilla-La Mancha, for which Naturener had already received
authorisation. Other projects involved in the deal were four wind farms in
Andalousia (50MW), that were also well on their way to obtaining clearance and
200 MW of wind projects in the early stages in Northern Spain. The maximum
amount that Naturener will receive for the deal is € 25.7m (depending on the
success rate of the projects), of which Sapec will receive around 50%. If all goes
well, Sapec will receive € 3.6m in 2006 and € 7m in 2007/2008 (on the condition
that projects run smoothly). We have assumed a success rate of 75% for the early
stage projects and adjusted our valuation for this.

We also assumed that Naturener has already been able to create value in its US
wind farm activities. The company has already paid $ 10.9m for its wind projects
when it signed the contracts and it will pay a balance of $10.3m when the
transaction will be finalised We assumed that the company has already been able
to increase the value of its total investment by approximately 50%. We understand
that much higher returns are possible if Sapec is able to bring a project from
‘unsecured’ to ‘secured’ status. Moreover, it should be noted that the sector has
gained in popularity since the beginning of the year. Stocks of other wind project
developers have risen quite substantially in the past few quarters and transaction
multiples have moved upward.
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Target price € 120

Taking all this information together, we obtain a DCF-based target price of € 120.

Sapec: DCF-model

2007 2008 2009 2010 2011 2012 2013 2014 2015
REBITDA (ex real
estate) 29,381 30,510 31,618 32,751 33,670 34,618 35,335 36,067 36,815
Taxes -5,364 -5,719 -5,872 -5,952 -5,770 -5,669 -5,766 -5,870 -5,981
Working capital -4,784 -2,002 -2,044 -2,097 -1,927 -1,791 -1,365 -1,351 -1,336
Capex -12,404 -12,807 -13,206 -13,601 -13,989 -14,370 -14,741 -15,103 -15,452
FCFF 6,828 9,983 10,496 11,101 11,983 12,788 13,462 13,743 14,045
Total FCFF (including
terminal value) 6,828 9,983 10,496 11,101 11,983 12,788 13,462 13,743 349,679
Discount factor 0.94 0.89 0.83 0.78 0.74 0.69 0.65 0.61 0.58
Discounted FCFF 6,425 8,840 8,746 8,705 8,842 8,879 8,796 8,450 202,320
Enterprise value 270,003
estimated BV 06 Financial assets 1,870
DCF Cash Spanish wind projects 8,544
DCF Value creation North American wind 4,077
DCF Value development Setubal 18,876
€ 0.25 per m? Non-operational land (6,000ha) 15,000
estimated BV 06 Deferred tax assets 3,454
estimated BV 06 Net debt -139,703
estimated BV 06 Minorities -17,883
estimated BV 06 Provisions -4,237
estimated BV 06 Deferred tax liabilities -3,906
Equity value 156,060
NOSH 1,355,000
Equity value 1/1/2007 115.17
Equity value 6 month target 120.21

Source: KBC Securities

22

Sapec

15 February 2007



Healthy Iberian business

Real estate

Wind activities

Valuation

15 February 2007

Sapec

KBC

Securities

Investment conclusion

Sapec’s core activities offer a good mix between more mature activities (like crop
protection) and more growth oriented niches (like crop nutrition and waste
management). The results in recent quarters have disappointed a bit, but we are
convinced this was due to temporary factors. In 2005, Iberia was plagued by
unusually dry weather, which translated into poor demand for a number of
Sapec’s products (like crop protection). Because of inventory-related issues, the
impact of this drought will also have a substantial impact on the 2006 results. We
expect however that the company’s results will normalise in the next 12 to 24
months.

There is not only the normalisation of Sapec’s core activities. The company might
also be able to unlock hidden value in its non-operational real estate portfolio. In
the short and medium term, this mainly relates to the development of industrial
land near the port of Setubal. Although the Portuguese economy is still rather
slow, we think the company could create value by gradually selling parcels of
industrial land in the next five to ten years.

Another trigger could come from the company’s wind project portfolio. In the
beginning of 2006, Sapec acquired a promising portfolio in North America for an
attractive price. The fact that the US wind market is less developed compared to
countries like Denmark, Spain, and Germany, is an important plus. Note also that
political support for alternative energy is growing in the US and Canada and that
attractive tax credits are available.

The Sapec share is still attractively valued. We initiate coverage with a DCF-
based target price of € 120 and a Buy rating. Further upside cannot be excluded,
if the company manages to create more value in the wind industry (by becoming a
fully-fledged wind farm operator). We expect more news flow on the company’s
ambitions in this business over the next few months.
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Income statement (€ m) 2004 2005 2006E 2007E 2008E 2009E
Sales 543 517 516 543 557 571
COGS -433 -410 -418 -434 -445 -456
Gross profit 109 107 98 108 112 115
Other operating items -79 -74 -73 -75 -77 -79
EBITDA 30 33 25 33 35 36
Depreciation -11 -11 -12 -12 -13 -13
EBITA 19 22 13 21 22 23
Goodwill amortisation 0 0 0 0 0 0
EBIT 19 22 13 21 22 23
Net interest -6 -8 -7 -7 -7 -7
Other financial result - - - - - -
Associates before tax - - - - - -
Exceptional result 1 5 2 0 0 0
Pre-tax earnings 14 20 8 13 15 16
Taxes -4 -6 -2 -3 -4 -4
Associates after tax - - - - - -
Consolidated earnings 9 13 6 10 11 12
Minority interests 0 -1 0 -1 -1 -1
Net earnings 9 12 5 9 11 11
Retained earnings 6 9 3 7 8 8
Current earnings before goodwill 8 7 4 9 11 11
Current earnings after goodwill 8 7 4 9 11 11
Current cash flow 19 18 16 22 24 24
Balance sheet (€ m) 2004 2005 2006E 2007E 2008E 2009E
Goodwill - - - - - -
Other intangible assets 19 18 18 18 18 18
Tangible assets 141 145 145 145 145 145
Associates - - - - - -
Other financial assets 15 7 7 7 7 7
Inventories 75 86 84 87 88 89
Trade receivables 87 84 83 86 88 89
Other current assets 2 2 2 2 2 2
Cash and equivalents 22 25 30 33 40 47
TOTAL ASSETS 360 367 370 378 388 398
Equity 100 109 113 120 128 136
Minorities 14 18 18 18 19 20
Provisions for pensions and similar 5 4 4 4 4 4
Other long-term liabilities (excl. debt) 10 9 9 9 9 9
Long term debt 77 85 85 85 85 85
Short term debt 87 84 84 84 84 84
Trade payables 54 44 43 44 45 45
Other short-term liabilities (excl. debt) 12 14 14 14 14 14
TOTAL LIABILITIES 360 367 370 378 388 398
Capital employed, incl. cum goodwill 278 292 290 295 297 299
Net debt 142 145 139 136 130 123
Net debt, incl. off balance sheet items 142 145 139 136 130 123
Cash flow statement (€ m) 2004 2005 2006E 2007E 2008E 2009E
Consolidated earnings 9 13 6 10 11 12
Depreciation and goodwill amortisation 11 11 12 12 13 13
Other 0 -4 -2 0 0 0
Change in working capital -2 -17 2 -5 -2 -2
CASH FLOW FROM OPERATIONS 19 3 18 18 22 23
Net capital expenditure -11 -12 -10 -12 -13 -13
Acquisitions and disposals 0 9 0 0 0 0
Other 13 0 0 0 0 0
CASH FLOW FROM INVESTMENTS 1 -4 -10 -12 -13 -13
Dividend payments -3 -3 -2 -2 -3 -3
Shares issues 0 0 0 0 0 0
New borrowings and reimbursements -28 5 0 0 0 0
Other - - - - - -
CASH FLOW FROM FINANCING -31 3 -2 -2 -3 -3
Fx and changes to consolidation scope 0 0 0 0 0 0
Change in cash & equivalents -11 3 6 3 7 7
Free cash flow (before acquisitions) 8 -9 8 5 9 10
Change in net debt - 2 -6 -3 -7 -7
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Performance criteria 2004 2005 2006E 2007E 2008E 2009E
Sales growth - -4.7% -0.4% 5.3% 2.6% 2.5%
Gross profit growth - -2.2% -8.8% 11.0% 3.5% 2.5%
EBITDA growth - 11.0% -25.0% 31.5% 6.1% 2.4%
EBITA growth - 17.6% -41.5% 57.3% 7.9% 2.0%
EBIT growth - 17.6% -41.5% 57.3% 7.9% 2.0%
Pre-tax earnings growth - 44.5% -61.1% 74.9% 13.1% 3.8%
Net earnings growth - 37.3% -55.6% 75.3% 13.6% 3.4%
Gross margin 20.2% 20.7% 18.9% 20.0% 20.2% 20.2%
EBITDA margin 5.6% 6.5% 4.9% 6.1% 6.3% 6.3%
EBITA margin 3.5% 4.3% 2.5% 3.8% 4.0% 4.0%
EBIT margin 3.5% 4.3% 2.5% 3.8% 4.0% 4.0%
Pre-tax earnings / sales 2.5% 3.8% 1.5% 2.5% 2.7% 2.8%
Net earnings / sales 1.6% 2.3% 1.0% 1.7% 1.9% 1.9%
Inventories / sales 13.7% 16.7% 16.4% 16.0% 15.8% 15.7%
Trade receivables / sales 16.0% 16.2% 16.0% 15.9% 15.7% 15.6%
Trade payables / sales 10.0% 8.5% 8.3% 8.1% 8.0% 8.0%
Net capital expenditure / sales 2.0% 2.3% 2.0% 2.3% 2.3% 2.3%
Depreciation / Net capital expenditure 100.2% 92.3% 116.5% 100.0% 100.0% 100.0%
Free cash flow / sales 1.4% -1.7% 1.5% 1.0% 1.7% 1.7%
Net debt / equity 142.1% 132.2% 123.7% 113.9% 101.5% 90.2%
Net debt / EBITDA 4.7 4.3 55 4.1 3.7 3.4
EBITDA / net interest 5.0 4.2 35 4.6 4.9 5.2
Pay-out ratio 30.7% 23.5% 42.8% 25.0% 25.0% 25.0%
Current earnings / sales 1.5% 1.3% 0.7% 1.7% 1.9% 1.9%
x CE turnover (sales / avg. CE) - 1.82 1.77 1.86 1.88 1.92
x Leverage (avg. CE / avg. equity) - 2.36 2.26 2.18 2.08 1.97
= Current return on equity (avg.) - 5.7% 2.9% 8.1% 8.7% 8.4%
Net return on equity (avg.) - 11.6% 4.8% 8.1% 8.7% 8.4%
Return on capital employed (avg.) - 5.2% 6% 5.9% 5.8% 6.4%
Per share data (€) 2004 2005 2006E 2007E 2008E 2009E
Weighted average number of shares (m) 1.36 1.36 1.36 1.36 1.36 1.36
EBITDA per share 22.25 24.70 18.53 24.37 25.86 26.48
EBITA per share 14.06 16.53 9.67 15.21 16.41 16.74
EBIT per share 14.06 16.53 9.67 15.21 16.41 16.74
Published EPS 6.52 8.95 3.97 6.97 7.91 8.18
Current EPS, before GW 6.10 5.07 2.72 6.97 7.91 8.18
Current EPS, after GW 6.10 5.06 272 6.97 7.91 8.18
Current CFPS 14.30 13.24 11.57 16.12 17.36 17.93
Free cash flow per share 5.54 -6.38 5.82 3.88 6.94 7.19
Net book value per share 74.02 80.79 83.07 88.29 94.23 100.36
Current EPS (before GW): yly growth - -17.0% -46.3% 156.2% 13.6% 3.4%
Current EPS (before GW): CAGR 3Y - 4.5% 16.0% 44.4% - -
Current CFPS: y/y growth - -7.4% -12.6% 39.3% 7.7% 3.2%
Current CFPS: CAGR 3Y - 4.1% 9.5% 15.7% - -
Published EPS (fully diluted) 6.52 8.95 3.97 6.97 7.91 8.18
Current EPS (before GW), fully diluted 6.10 5.07 2.72 6.97 7.91 8.18
Dividend per share (€) 2.00 2.10 1.70 1.74 1.98 2.05
Valuation data 2004 2005 2006E 2007E 2008E 2009E
Max share price (€) 72.50 96.20 97.00 98.00 - -
Min share price (€) 44.80 67.00 82.50 90.00 - -
Reference share price (€) 59.37 82.27 96.00 96.00 96.00 96.00
Reference market capitalisation (€ m) 80.4 111.5 130.1 130.1 130.1 130.1
Enterprise value (€ m) 227.0 270.9 284.2 281.9 275.9 269.6
P/E high (x) 11.9 19.0 35.7 14.1 - -
P/E low (x) 7.3 13.2 30.4 12.9 - -
P/E reference (x) 9.7 16.2 35.3 13.8 12.1 11.7
P/CF (x) 4.2 6.2 8.3 6.0 55 5.4
P/INBV (x) 0.8 1.0 1.2 1.1 1.0 1.0
Dividend yield (%) 3.4% 2.6% 1.8% 1.8% 2.1% 2.1%
EV/sales (x) 0.4 0.5 0.6 0.5 0.5 0.5
EV/EBITDA (x) 7.5 8.1 11.3 8.5 7.9 7.5
EV/EBITA (x) 11.9 12.1 21.7 13.7 12.4 11.9
EV/EBIT (x) 11.9 12.1 21.7 13.7 12.4 11.9
EV/Capital employed (x) 0.8 0.9 1.0 1.0 0.9 0.9
Source: KBC Securities *Historic valuation data are based on historic prices
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Disclosure & Disclaimers section

The company disclosures can also be consulted on our website http://www.kbcsecurities.be/disclosures.

KBC Securities uses an absolute rating system including terms such as Buy, Accumulate, Reduce and Sell (see definitions below). Until 27-04-2006, KBC
Securities ratings for stocks covered by our Belgian and French research teams were based on a relative rating system including terms such as Outperform (the
stock is projected to outperform the analyst’'s coverage universe over the next 12 months), Neutral (the stock is projected to perform approximately in line with
the analyst's coverage universe over the next 12 months) and Underperform (the stock is projected to underperform the analyst's coverage universe over the
next 12 months).

Stock rating Definition

BUY Expected total return (including dividends) of 10% or more over a 6-month period
ACCUMULATE Expected total return (including dividends) between 0% and 10% over a 6-month period
REDUCE Expected total return (including dividends) between —10% and 0% over a 6-month period
SELL Expected total return (including dividends) of -10% or worse over a 6-month period

Due to external factors and in exceptional cases, KBC Securities allows the use of ratings such as Accept the Offer, Black Out, No Recommendation or
Suspended.

Our analysts assign one of those ratings based on their investment outlook and valuation for the concerned stock. The valuation can be based on different
methodologies such as DCF (discounted cash flow), absolute multiples, peer group multiples, sum-of-parts or NAV (Net Asset Value). The valuation is reflected
in a 6-month target price. Occasionally, the expected total return may fall outside of these ranges because of price movement and/or volatility. Such deviations
will be permitted but will be closely monitored. Investors should carefully read the definitions of all ratings used in each research report. In addition, since the
report contains more complete information concerning the analyst's view, investors should carefully read the entire report and not infer its contents from the
rating alone. KBC Securities discloses the recommendations of its reports to the issuers before their dissemination. In case the recommendation has been
amended following this disclosure, such amendments will be indicated in the concerned report.

Stock rating % of covered universe % of covered universe with investment banking relationship during last year
BUY 33.30% 50.00%
ACCUMULATE 48.60% 50.00%
REDUCE 15.90% 0.00%
SELL 2.20% 0.00%

Sapec is an industrial holding company with a leading position in a number of niche sectors in the Iberian peninsula (crop protection, crop nutrition, chemical
products distribution, logistics and a renewable portfolio in North America

The price target for Sapec is based on following parameters: Discounted Cash Flow (DCF), Absolute Multiples, Sum of Parts

The risks which may impede the achievement of our price target are: * The Portuguese economy could remain slow

* The company has a lot of exposure to the agricultural sector, which could lead to volatility

* Renewable projects could go wrong for a number of reasons (legal procedures, no permits,...)

Any reference made to a DCF valuation for Sapec is based on the following parameters: a forecast period from 2007 until 2015, a perpetual growth rate of 2%
and a calculated WACC of 6.3%.

Below is an overview of the stock ratings and target price history in the last 12 months for the stock described in this report.

Date Rating Target price

15-FEB-07 Buy € 120.00

KBC Securities will provide periodic updates on companies/industries based on company-specific developments or announcements, market conditions or any
other publicly available information.

KBC Securities policy prohibits its analysts and members of their households from owning securities of any company in the analyst's area of coverage.
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Analyst certification: The analysts identified in this report each certify, with respect to the companies or securities that the individual analyses that (i) the views expressed
in this publication reflect his or her personal views about the subject companies and securities, and (ii) he or she receives compensation that is based upon various
factors, including his or her employer’s total revenues, a portion of which are generated by his or her employer’s investment banking activities, but not in exchange for
expressing the specific recommendation(s) in this report.

This publication has been prepared by KBC Securities NV which is regulated by CBFA (Banking, Finance and Insurance Commission) or one of its European subsidiaries
(together "KBC Securities"). This publication is provided for informational purposes only and is not intended to be an offer, or the solicitation of any offer, to buy or sell the
securities referred to herein. No part of this publication may be reproduced in any manner without the prior written consent of KBC Securities.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable, but neither KBC Securities nor its affiliates represent
that it is accurate or complete, and it should not be relied upon as such. All opinions, forecasts, and estimates herein reflect our judgement on the date of this publication
and are subject to change without notice.

From time to time, KBC Securities, its principals or employees may have a position in the securities referred to herein or hold options, warrants or rights with respect thereto
or other securities of such issuers and may make a market or otherwise act as principal in transactions in any of these securities. Any such persons may have purchased
securities referred to herein for their own account in advance of the release of this publication. KBC Securities and principals or employees of KBC Securities may from time
to time provide investment banking or consulting services to, or serve as a director of a company being reported on herein.

This publication is provided solely for the information and use of professional investors who are expected to make their own investment decisions without undue reliance on
this publication. Investors must make their own determination of the appropriateness of an investment in any securities referred to herein based on the merits and risks
involved, their own investment strategy and their legal, fiscal and financial position. Past performance is no guarantee for future results. By virtue of this publication, none of
KBC Securities or any of its employees shall be responsible for any investment decision.

KBC Securities has implemented certain in-house procedures known as Chinese walls that aim to prevent the inappropriate dissemination of inside information. E.g. a
Chinese wall surrounds the corporate finance department within KBC Securities. Further measures have been taken with regard to the separation of certain activities that
could lead to conflicts of interest with other activities within KBC Securities.

In the United States this publication is being distributed to U.S. Persons by KBC Financial Products USA, Inc., which accepts responsibility for its contents. Orders in any
securities referred to herein by any U.S. investor should be placed with KBC Financial Products USA, Inc. and not with any of its foreign affiliates. KBC FP USA Inc. and/or
its affiliates may own 1% or more of the subject company's common equity securities. KBCFP USA Inc. or its affiliates may have managed or co-managed a public offering
of the subject company's securities in the past 12 months, or received compensation for investment banking services from the subject company in the past 12 months, or
expect to receive or intend to seek compensation for investment banking services from the subject company in the next three months. Any U.S. recipient of this report that is
not a bank or broker-dealer and that wishes to receive further information regarding, or to effect any transaction in, any security discussed in this report, should contact and
place orders with KBC Financial Products USA Inc. This report is being distributed in the United States solely to investors that are (i) "major U.S. institutional investors"
(within the meaning of SEC Rule 15a-6 and applicable interpretations relating thereto) that are also "qualified institutional buyers" (QIBs) within the meaning of SEC Rule
144A promulgated by the United States Securities and Exchange Commission pursuant to the Securities Act of 1933, as amended (the "Securities Act") or (i) investors that
are not "U.S. Persons" within the meaning of Regulation S under the Securities Act and applicable interpretations relating thereto. The offer or sale of certain securities in
the United States may be made to QIBs in reliance on Rule 144A. Such securities may include those offered and sold outside the United States in transactions intended to
be exempt from registration pursuant to Regulation S. This report does not constitute in any way an offer or a solicitation of interest in any securities to be offered or sold
pursuant to Regulation S. Any such securities may not be offered or sold to U.S. Persons at this time and may be resold to U.S. Persons only if such securities are
registered under the Securities Act of 1933, as amended, and applicable state securities laws, or pursuant to an exemption from registration. The products sold by KBC
Financial Products USA, Inc or any affiliate thereof, including KBC Securities or KBC Financial Products UK Limited, are not insured by the FDIC, are not obligations of or
guaranteed by KBC Bank NV or its affiliates, and are subject to investment risks, including possible loss of the entire amount invested.

This publication is for distribution in or from the United Kingdom only to persons who are authorised persons or exempted persons within the meaning of the Financial
Services and Markets Act 2000 of the United Kingdom or any order made thereunder or to investment professionals as defined in Section 19 of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 and is not intended to be distributed or passed on, directly or indirectly, to any other class of persons.

This publication is for distribution in Canada only to pension funds, mutual funds, banks, asset managers and insurance companies.
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