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VYS- Upgrade FY'23 and FY'24

Event

Vysarn has provided an upgrade to FY'23 earnings, implying a stronger entry run-rate into
FY'24 across the whole business.

Pentium Hydro now forecast to deliver 2H'23 EBITDA of $7.5m (up from previous guidance
of $6.1m EBITDA). 

The company is now forecast to deliver NPBT of $6.0m to $6.5m in FY'23; 22% upgrade to
previous guidance of $5.1m NPBT. 

As flagged at the AGM in November first half operating results were impacted by
demobilisation and remobilisation of part of the fleet to tier 1 clients (BHP, FMG, Roy Hill)
on long dated better margin contracts. As a result 2H'23 EBITDA of $7.5m could be base
case run rate earnings for FY'24  (though we have taken a conservative approach to
forecasting). We flag commentary at the half suggesting VYS potentially double shifting
part of the fleet from March 2024 (which could imply further upgrades to our FY'24
forecasts as they stand). 

Impact

FY'23 Forecasts

EBITDA $12.0m (previously $10.3m)

EBIT of $6.7m of (previously $5.5m) 

EBT $6.3m (previously 5.1m) 

 

Action

We have increased our Price Target to $0.20/sh ; which reflects our view of FY'24 free cash
flow potential. 

Multiples based valuations are useful shortcut to a price target; though can be
troublesome when companies are grouped with a bucket of peers that are trading at
generally deflated valuations. As a broad idea mining services valuations (in terms of
EV/EBITDA multiples) continue to trade at 50% discount to 6x average and overtime we
expect re-rate across the sector.  We also believe VYS's long term business model as it
transitions towards water consultant ⁄ management business should warrant a premium to
capital intensive businesses it is currently grouped with, we have attempted to address this
below. 

Management is quietly pulling together unique range of services (consultancy, contractor
and ownership) which could over time yield significant value to investors on execution in a
combined group. 

Catalyst

Expansion of VYS position in the water vertical.

FY'23 Results. 

 

Vysarn Ltd    
Share Price 0.12 A$/sh  
Price Target 0.20 A$/sh  
Valuation (DCF) 0.26 A$/sh  
WACC 10.0%   
Terminal Growth 2.5%   
Shares on issue 422 m  
Market Capitalisation 48.5 A$m  
Enterprise Value 52.4 A$m  
Cash (1H'23) 7.1 A$m  
Debt* (1H'23) 11.0 A$m  
Key Financial Metrics 2022A 2023F 2024F
Revenue (A$m) 46.3 63.2 71.9
EBITDA (A$m) 9.1 12.0 15.1
EBIT (A$m) 4.6 6.7 9.0
Reported NPAT (A$m) 2.9 6.3 7.7
Normalised NPAT (A$m) 2.9 4.4 6.2
Gross Cashflow (A$m) 8.3 11.3 13.5
Capex (A$m) -5.0 -4.5 -4.5
Op. Free Cashflow (A$m) 3.4 6.4 6.9
Revenue Growth (%) 79% 37% 14%
EBITDA Growth (%) 81% 32% 26%
Norm. NPAT Growth (%) 260% na na
Normalised EPS (Ac) 0.7 1.5 1.8
Norm. EPS growth (%) 2.6 1.2 0.2
PER (x) 16.9 7.7 6.3
EV:EBITDA (x) 5.8 4.4 3.5
EV:EBIT (x) 11.5 7.8 5.8
DPS (Ac) 0.00 0.00 0.00
Dividend Yield (%) 0.0% 0.0% 0.0%
Net Cash (A$m)* -4.8 -1.8 5.2
Net Debt:Equity (%) 17% 5% -12%

Performance

Source: Euroz Hartleys
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Year to 30 June 2022A 2023F 2024F  Year to 30 June 2022a 2023F 2024F
         
FINANCIAL STATEMENTS     PERFORMANCE RATIOS    
Income Statement     Growth & Margins    
Revenue 46.3 63.2 71.9  Revenue Growth 79% 37% 14%
(-) COGS -31.4 -41.9 -44.2  EBITDA Growth 81% 32% 26%
GP 14.9 21.4 27.7  EBIT Growth 192% 46% 35%
(-) OPEX -6.1 -9.4 -12.6  Normalized Net Profit Growth 260% na na
(+) Other income 0.3 0.0 0.0  EBITDA margin 20% 19% 21%
EBITDA 9.1 12.0 15.1  EBIT margin 10% 11% 13%
(-) D&A -4.5 -5.3 -6.0  Normalized net profit margin 6% na 11%
EBIT 4.6 6.7 9.0  Effective tax rate 30% 0% 13%
(-) Net Fin. -0.5 -0.4 -0.1  Liquidity    
(+/-) Other 0.0 0.0 0.0  Capex/depreciation (x) 1.1 0.9 0.7
EBT 4.1 6.3 8.9  Current ratio (x) 1.0 0.9 1.2
(+/-) Tax -1.2 0.0 -1.2  Quick ratio (x) -0.1 -0.1 0.2
NPAT 2.9 6.3 7.7  Receivable days 47.2 45.0 50.0
(+/-) Abnormal, P-T 0.0 -1.9 -1.5  Payable days 60.1 60.1 55.0
Normalised NPAT 2.9 4.4 6.2  Risk Measures    
Cashflow Statement     Dividend Cover (x) 9.6 15.8 72.6
NPAT 2.9 6.3 7.7  Payout ratio (%) 0.1 0.1 0.0
(+) D&A 4.5 5.3 6.0  Net interest cover (x) 9.6 15.8 72.6
(-) Lease expense 0.0 -0.3 -0.3  Net debt/equity (%) 17% 5% -12%
(-) Gain on bargain pur 0.0 0.0 0.0  Returns    
(-) Tax expense/benefit 1.0 0.0 0.0  Return on Invested Capital 8% 10% 13%
(+) Share Based Payments 0.0 0.0 0.0  Return on Assets 6% 8% 13%
(+/-) Other 0.0 0.0 0.0  Return on Equity 10% 13% 18%
Gross Cashflow 8.3 11.3 13.5      
(-) Capital Expenditure -5.0 -4.5 -4.5  SHARE DATA/VALUATION    
(-) Change in WC 0.1 -0.4 -2.1  Share Data    
Operating Free Cashflow 3.4 6.4 6.9  Issued shares (m) 392.0 395.3 398.6
(-) Transactions -2.5 -3.4 0.0  Weighted ave shares (m) 389.5 393.6 398.6
(+) issue of Shares 0.0 0.0 0.0  Fully diluted shares (m) 422.0 422.0 422.0
(+) PP&E Disposal 0.4 0.0 0.0  Basic EPS (c) 0.7 1.1 1.6
(-) Transactions costs 0.0 0.0 0.0  YoY change (%) 718% 52% 41%
(+/-) Other 0.7 0.0 0.0  Fully diluted EPS (c) 0.7 1.0 1.5
Net Cashflow 2.0 3.0 6.9  YoY change (%) 719% 53% 42%
     Fully diluted normalised EPS (c) 0.7 1.5 1.8
BoP Net Cash -6.8 -4.8 -1.8  YoY change (%) 256% 119% 24%
(+) Net Cashflow 2.0 3.0 6.9  Dividend/share (c) 0.0 0.0 0.0
(+) AASB16 Adj. 0.0 0.0 0.0  Franking (%) 100% 100% 100%
EoP Net Cash -4.8 -1.8 5.2  Gross cashflow/share (c) 2.1 2.9 3.4
Balance Sheet     NBV/share (c) 7.2 8.7 10.6
Cash 5.7 6.7 7.7  NTA/Share (c) 7.2 8.7 10.6
Receivables 6.0 7.8 9.8  Valuation    
Inventories 3.6 4.6 5.4  PER (Basic) (x) 15.8 10.4 7.3
Assets held for sale 0.0 0.0 0.0  PER (Fully diluted) (x) 17.0 11.1 7.8
Prepayments 0.5 0.5 0.5  PER (Fully diluted, normalized) (x) 16.9 7.7 6.3
Other Assets 1.2 1.2 1.2  P/CFPS (x) 5.4 4.0 3.4
Total Current Assets 17.0 20.8 24.6  Price/NBV (x) 1.6 1.3 1.1
Plant and equipment 31.7 31.1 29.8  Price/NTA (x) 1.6 1.3 1.1
Right of use asset 0.6 0.6 0.3  Dividend Yield (%) 0% 0% 0%
Other Assets 0.0 2.9 2.9  EV/EBITDA (x) 5.8 4.4 3.5
Total Non-current Assets 32.3 34.6 33.1  EV/EBIT (x) 11.5 7.8 5.8
Total Assets 49.2 55.4 57.7  EV/Revenue (x) 3.5 2.5 1.9
Borrowings 5.5 4.4 1.1      
Payables 6.2 8.4 8.6      
Employee liabilities 0.8 1.2 1.6      
Lease liability 0.3 0.3 0.3      
Total Current Liabilities 13.1 14.4 11.5      
Borrowings 4.4 3.5 0.8      
Lease liability 0.3 0.3 0.3      
Deferred tax liability 2.9 2.9 2.9      
Total Non-current Liabilities 8.1 6.7 4.1      
Total Liabilities 21.2 21.1 15.6      
Net Assets 28.1 34.3 42.1      
Issued capital 19.5 19.5 19.5      
Reserves 0.6 0.6 0.6      
Retained Earnings 8.0 14.3 22.1      
Total Equity 28.1 34.3 42.1      
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Analysis 

Figure 1:  Earnings Forecasts

Source:  EZL 
Other services (Yield Test Pumping, Project Engineering, Consultancy)

We have pushed through adjustments to forecasts reflecting FY'23 Guidance. 

In our view FY'24 drilling EBITDA forecasts are somewhat conservative; 2'23 run rate
implies $15m EBITDA; our forecast builds in 90% utilisation on 2H'23.   

We hold out long term drilling services earnings forecasts flat at $55m assuming no
further growth capex to the business given focus on consultancy.

 

Figure 2:  Simplified Segment build up. 

Source:  EZL Estimates
Other services (Yield Test Pumping, Project Engineering, Consultancy)

 

FY
 

 Units FY'22
 

 1H'23
 

 2H'23F
 

 2023F
 

 Old
 

 $
 

 %
 

 2024F
 

 2025F
 

 2026F
 

 

Drilling Services
 

 A$m 45.6
 

 22.0
 

 26.0
 

 48.0
 

 48.6
 

 -0.6
 

 0.0
 

 55.0
 

 55.0
 

 55.0
 

 

Other
 

 A$m 0.7
 

 5.7
 

 9.5
 

 15.2
 

 16.2
 

 -1.0
 

 -0.1
 

 16.9
 

 18.8
 

 19.0
 

 

Revenue
 

 A$m 46.3
 

 27.7
 

 35.5
 

 63.2
 

 64.8
 

 -1.6
 

 0.0
 

 71.9
 

 73.8
 

 73.9
 

 

EBITDA
 

 A$m 9.1
 

 4.2
 

 7.7
 

 12.0
 

 10.3
 

 1.7
 

 0.2
 

 15.1
 

 15.7
 

 15.8
 

 

EBITDA margin
 

 % 0.2
 

 0.2
 

 0.2
 

 0.2
 

 0.2
 

 na
 

 na
 

 0.2
 

 0.2
 

 0.2
 

 

(-) D&A
 

 A$m -4.5
 

 -2.4
 

 -2.9
 

 -5.3
 

 -4.8
 

 -0.5
 

 0.1
 

 -6.0
 

 -5.8
 

 -5.5
 

 

EBIT
 

 A$m 4.6
 

 1.8
 

 4.8
 

 6.7
 

 5.5
 

 1.2
 

 0.2
 

 9.0
 

 9.9
 

 10.3
 

 

(-) Net Finance
 

 A$m -0.5
 

 -0.2
 

 -0.2
 

 -0.4
 

 -0.4
 

 0.0
 

 0.1
 

 -0.1
 

 -0.1
 

 -0.1
 

 

(+/-) Other
 

 A$m 0.3
 

 0.0
 

 0.0
 

 0.0
 

 0.0
 

 0.0
 

 0.0
 

 0.0
 

 0.0
 

 1.0
 

 

EBT
 

 A$m 4.1
 

 1.6
 

 4.7
 

 6.3
 

 5.1
 

 1.1
 

 0.2
 

 8.9
 

 9.8
 

 11.2
 

 

(+/-) Tax
 

 A$m -1.2
 

 -1.7
 

 0.0
 

 0.0
 

 0.0
 

 0.0
 

 na
 

 -1.2
 

 -2.9
 

 -3.3
 

 

Reported NPAT
 

 A$m 2.9
 

 -0.1
 

 4.4
 

 4.4
 

 3.6
 

 0.8
 

 0.2
 

 6.2
 

 6.9
 

 7.8
 

 

Normalised Npat
 

 A$m 2.9
 

 1.6
 

 4.7
 

 6.3
 

 5.1
 

 1.1
 

 0.2
 

 7.7
 

 6.9
 

 7.8
 

 

EBITDA Margin
 

 0.2
 

 0.2
 

 0.2
 

 0.2
 

 0.2
 

 na
 

 na
 

 0.2
 

 0.2
 

 0.2
 

 

 
 

 

 
 



PAGE 4VYSARN LIMITED | UPDATING NUMBERS | PUBLISHED ON 18 MAY 2023

Euroz Hartleys Limited. All information and advice is confidential and for the private information of the person to whom it is provided and is provided without any responsibility or
liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof. Refer to full disclaimer at the end of this document.

Valuation 
The following is simplistic way of considering FY'24 free cash potential of business; which in
the context is $46m market capitalisation and $5m net cash position by end of FY'24 is very
strong. 

Figure 3:  

Source:  EZL 

Our $4.5m capital assumption assumption assumes no growth. 

We drive our PT on 90% cash conversion, VYS historically converts 100% or $0.23/sh 

We forecast FY'24 net-cash position of $5.2m (1H'23 net-debt $3.9m). 

 

While the following considers SOTP valuation on a multiples basis:

Figure 4:  

Source:  EZL 
*we have allocated OVH and depreciation against drilling business.
Other services (Yield Test Pumping, Project Engineering, Consultancy)

 

3x EBITDA multiple (inline with DDH) and 10x EBIT multiple average of sector consultants
and contractors drives a $0.19/sh PT on FY'24 forecasts.  
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Figure 5:  Contractors ⁄ Consultants

Source:  EZL

 

We continue to see value in the underlying business and expect VYS to re-rate on
delivery of long term strategy. 

BUY
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Company disclosures

The companies and securities mentioned in this report, include:

Vysarn Limited (VYS.ASX) | Price A$0.12 | Target price A$0.20 | Recommendation Buy;

Price, target price and rating as at 18 May 2023 (* not covered)

Additional disclosures

This report was prepared solely by Euroz Hartleys Limited. ASX Limited ABN 98 009 642 691 and its related bodies corporate (“ASX”) did not prepare any part of the report and has not
contributed in any way to its content. The role of ASX in relation to the preparation of the research reports is limited to funding their preparation, by Euroz Hartleys Limited in
accordance with the ASX Equity Research Scheme. ASX does not provide financial product advice. The views expressed in this research report may not necessarily reflect the views of
ASX. To the maximum extent permitted by law, no representation, warranty or undertaking, express or implied, is made and no responsibility or liability is accepted by ASX as to the
adequacy, accuracy, completeness or reasonableness of the research reports for: Vysarn Limited (VYS.ASX)

Other disclosures, disclaimers and certificates

Copyright & Distribution

The material contained in this communication (and all attachments) is prepared for the exclusive use of clients of Euroz Hartleys Limited (ACN 104 195 057) only.

Euroz Hartleys Limited is the holder of an Australian Financial Services Licence (AFSL 230052) and is a participant of the Australian Securities Exchange Group.

The information contained herein is confidential. If you are not the intended recipient no confidentiality is lost by your receipt of it. Please delete and destroy all copies, and
contact Euroz Hartleys Limited on (+618) 9488 1400. You should not use, copy, disclose or distribute this information without the express written authority of Euroz Hartleys
Limited.

Disclaimer & Disclosure

Euroz Hartleys Limited, and their associates declare that they deal in securities as part of their securities business and consequently may have an interest in the securities
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any) is appropriate, having regard to your objectives, financial situation and needs. Nothing in this report shall be construed as a solicitation to buy or sell a security, or to engage
in or refrain from engaging in any transaction.

Euroz Hartleys Limited believes that the information and advice contained herein is correct at the time of compilation, however we make no representation or warranty that it is
accurate, complete, reliable or up to date, nor do we accept any obligation to correct or update the opinions in it. The opinions expressed are subject to change without notice. No
member of Euroz Hartleys Limited accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this material.

We cannot guarantee that the integrity of this communication has been maintained, is free from errors, virus interception or interference. The author of this publication, Euroz
Hartleys Limited, it’s directors and their associates from time to time may hold shares in the security/securities mentioned in this Research document and therefore may benefit
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