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Buddy Platform Limited (ASX: BUD)  
Failed Noveda acquisition fully discounted                        
 On 12 January 2017, BUD stated that, after eight months of unsuccessful 

negotiations, the group was no longer pursuing the proposed US$27m 

acquisition (including US$3m in assumed liabilities) of New Jersey-based 

Noveda Technologies.  

 The failure to get the acquisition across the line is a disappointment. We 

viewed the proposed acquisition as a vehicle for BUD to quickly add critical 

mass (we had forecast attributable revenue from Noveda contracts of 

A$80m in FY20E), as well as a means to fast-track the group’s entry into 

the key North American utilities market.  

 In a 20 January review letter to shareholders, CEO David McLauchlan stated 

that the group’s product, marketing, sales and business development 

efforts would now focus on winning smart city infrastructure business 

(utility meters, street lighting, building energy consumption etc) in 

Australia and the US.  To service this market, BUD is developing a new 

product which includes a hardware component; this fully packaged solution 

will be introduced to potential government and private sector customers in 

the June 2017 quarter. A smart city infrastructure deal has already been 

announced with Thor Industries, and others are in the pipeline. The review 

also states that Parse on Buddy is likely to generate “at least six figures of 

revenue”   

 Nevertheless, after backing out forecast Noveda revenue streams, our 

revised five-year (FY17E-21E) forecast revenue and net profit profiles for 

BUD have been significantly reduced (-77%) relative to our initial 

expectations. See research report ”Exposure to Internet of Things (IoT)”.   

DCF-derived target price reduced to A$8.5cps from A$23cps  

Our revised DCF value of A$86m is 80% below our previous A$438m estimate; 

however, as a result of a lower number of forecast diluted shares  - backing 

out an assumed scrip-funded Noveda acquisition - our target price has fallen 

by (a lower) 63% to A$8.5cps (A$23cps previously). At current price levels of 

A$5.8cps, we believe that the impact of the failed acquisition is fully priced in.  
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Buddy Platform Limited 

ASX Code BUD 

52 week range (A$c) A$5.8c-A$25c 

Fully diluted Market Cap (A$m) 59 

Fully diluted no. of shares (m) 1,020 

Av Daily Turnover (shares) 1.9 million 

ASX All Ordinaries 5,714 

2017E BV per share (A$c) A$1c 

2017E EPS (A$c) -A$0.5c 

2017E Net Debt/(Cash) (A$m) -7.9 

 

Relative price performance 

   

 

 

 

 

 

 

 

 

 

 

 
Source: Iress 

Key Financials

Year-end June FY16A FY17E FY18E FY19E FY20E

IoT/Parse (A$m)              0.0              1.8            11.0            16.0            24.0 

Noveda: Ottaw a (A$m)                -                 -                 -                 -                 -  

Noveda: Other (A$m)                -                 -                 -                 -                 -  

Group revenue  (A$m)              0.0              1.8            11.0            16.0            24.0 

Service costs (A$m)                -             (0.8)            (5.0)            (7.2)          (10.8)

Other costs (A$m)            (4.8)            (6.7)            (8.0)            (8.2)            (8.3)

EBITDA (A$m)            (4.8)            (5.8)            (2.0)              0.6              4.9 

EBITDA margin (%)  na            (3.3) -18% 4% 20%

Normalised NPAT (A$m)            (4.7)            (5.5)            (1.8)              0.7              3.4 

EPS Reported (A$c)            (2.7)            (0.6)            (0.2)            0.07              0.3 

EPS Normalised (A$c)            (0.5)            (0.5)            (0.2)            0.07              0.3 

DPS (A$c)                -                 -                 -                 -                 -  

PER (x)  na  na  na               85            17.2 

Net debt / (cash) (A$m)          (10.8)            (7.9)            (5.2)            (4.9)            (7.5)

Capex (A$m)                -             (0.5)            (0.5)            (1.0)            (1.0)

Source: IRESS, Company Data, State One Stockbroking. Share price: $ 0.058  Jan 24, 2017
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Financial Statements 

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Buddy Platform Limited
Year ending June

Profit & Loss Statement (A$M) FY16A FY17E FY18E FY19E FY20E Operational assumptions FY16A FY17E FY18E FY19E FY20E

Revenue 0.0 1.8 11.0 16.0 24.0 Revenue

Service costs 0.0 (0.8) (5.0) (7.2) (10.8) IoT / Parse (A$m) 0.0           1.8         11          16          24          

Admin/salary (3.9) (5.6) (6.0) (6.1) (6.2) Noveda:Ottaw a contract (US$m) -            -           -           -           -           

IT/R&D (0.9) (1.1) (2.0) (2.0) (2.1) Noveda:Other contracts (US$m) -            -           -           -           -           

EBITDA (4.8) (5.8) (2.0) 0.6 4.9 Group revenue (A$m) (@ US$0.75) 0.0           1.8         11          16          24          

Depreciation & Amortisation (0.0) (0.0) (0.1) (0.1) (0.1) YoY % change in revenue na na 527% 45% 50%

Operating profit (4.8) (5.8) (2.1) 0.5 4.8 Service costs as % revenue na 45% 45% 45% 45%

NOI (21.4) (0.4) 0.0 0.0 0.0 Other costs as % revenue na 384% 73% 51% 35%

EBIT (26.2) (6.2) (2.1) 0.5 4.8 Total costs as % revenue na 429% 118% 96% 80%

Interest income 0.1 0.3 0.2 0.2 0.1 EBITDA margin (%) na -329% -18% 4% 20%

Interest expense 0.0 0.0 0.0 0.0 0.0 

Tax expense 0.0 0.0 0.0 0.0 (1.5)

Reported NPAT (26.1) (5.9) (1.8) 0.7 3.4 

Normalised NPAT (4.7) (5.5) (1.8) 0.7 3.4 

EBITDA Margin (%) na -329% -18% 4% 20%

Operating profit margin (%) na -332% -19% 3% 20%

EPS Reported (A$c) (2.7) (0.6) (0.2) 0.07 0.3 

EPS Normalised (A$c) (0.5) (0.5) (0.2) 0.07 0.3 

EPS grow th (%) na na na na na

DPS - Declared (A$c) 0.0 0.0 0.0 0.0 0.0 

Avg. no. of fully-diluted shares (m) 680 976 999 999 1,020 

YE no. of fuly-diluted shares (m) 975 1,020 1,020 1,020 1,020 

Cash Flow Statement (A$M) FY16A FY17E FY18E FY19E FY20E

EBITDA (4.8) (5.8) (2.0) 0.6 4.9 

Investment in w orking capital (0.1) 0.0 (0.5) (0.0) 0.0 

Tax expense 0.0 0.0 0.0 0.0 (1.5) Leverage FY16A FY17E FY18E FY19E FY20E

Operating Cash Flow (4.8) (5.8) (2.5) 0.6 3.4 Net Debt/Equity cash cash cash cash cash

Capex 0.0 (0.5) (0.5) (1.0) (1.00) Gearing (ND/ND+E) cash cash cash cash cash

Other investments (0.8) 0.0 0.0 0.0 0.0 Interest Cover (x) na na na na na

Investing Cash Flow (0.8) (0.5) (0.50) (1.0) (1.00)

Net interest received / (paid) 0.1 0.3 0.2 0.2 0.1 Valuation Ratios FY16A FY17E FY18E FY19E FY20E

Debt draw dow n / (repayment) 0.0 0.0 0.0 0.0 0.0 Normalised P/E (x) na na na 85.1 17.2

Dividends paid 0.0 0.0 0.0 0.0 0.0 Price/OP Cash Flow  (x) -12 -10 -24.0 98.6 17.4

Equity raised / (repaid) 36.6 4.5 0.0 0.0 0.0 Book value per share (A$c) 1.2 0.9 0.8 0.8 1.2

Financing Cash Flow 36.7 4.8 0.2 0.2 0.1 EV/EBITDA (x) -10 -9 -28 84.7 10.6

Non-operating & Other (21.3) (0.4) 0.0 0.0 0.0 ROE (%) -39% -57% -23% 8% 29%

Inc/(Dec) in  Cash 9.7 (1.8) (2.7) (0.2) 2.5 

Balance Sheet (A$M) FY16A FY17E FY18E FY19E FY20E Risked DCF-derived Target Price 

Cash & Equivalents 10.8 7.9 5.2 4.9 7.5 DCF value (A$m) 86

Receivables 0.2 0.2 1.0 1.3 1.7 Fully diluted no. of shares (m) 1,020

Inventories 0.0 0.0 0.0 0.0 0.0 DCF value (A$cps) 8.5

Other Current Assets 0.0 0.0 0.0 0.0 0.0 Risk discount 0%

PPE and Exploration & Development 0.2 0.6 1.0 1.9 2.8 Risked DCF target price (A$cps) 8.5

Deferred tax asset 0.0 0.0 0.0 0.0 0.0 DCF sensitivity (A$cps) to post FY21E revenue growth and EBITDA margin 

Other Non Current Assets 1.1 1.1 1.1 1.1 1.1 

Total Assets 12.3 9.9 8.3 9.3 13.1 

Payables and other current Liabilities 0.2 0.2 0.6 0.8 1.2 

Short Term Debt 0.0 0.0 0.0 0.0 0.0 

Long Term Debt 0.0 0.0 0.0 0.0 0.0 

Other Non Current Liabilities 0.0 0.0 0.0 0.0 0.0 

Total Liabilities 0.2 0.2 0.6 0.8 1.2 

Total Equity 12.1 9.6 7.8 8.5 11.9 

Net Debt (Cash) (10.8) (7.9) (5.2) (4.9) (7.5)

Substantial Shareholders

David McLauchlan

Jeffrey MacDuff

A2 Partners

Source: Company, IRESS, State One Stockbroking forecasts            

10% discount rate

Assume no acquisitions

% Date

14.4

Sep-169.6

3.8

Company Profile: Buddy Platform Limited (ASX:BUD) listed on the ASX in December 2015 

after a RTO of Potash Minerals and after completing a A$12.5m capital raise. BUD provides 

one of the w orld's f irst data aggregation and management platforms for the Internet of 

Things (IoT) and connected devices. Buddy Platform users represent a w ide variety of 

industries, including airlines, agriculture, automotive, consumer electronics, robotics, 

softw are development, telecommunications, and transportation. BUD is headquatered in 

Seattle, Washington, w ith off ices in Adelaide (SA). .   
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Revised versus original forecasts 

Figure 1: Revenue/profits (FY17E-FY21E)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 Source: State One Stockbroking forecasts  

 

Figure 2: Target price calculation   

 
Source: State One Stockbroking forecasts 

Note: Original target price as per State One’s research report ”Exposure to Internet of Things (IoT)”.  

https://www.stateone.com.au/Download/Download?file=BUD_initiation_20161216.pdf&downloadType=PUBLICATIONS
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Risks to our earnings profile and target price include, but are not limited to:  

 Contracting risk: BUD’s ability to secure new contracts is not certain, 

nor are the revenue streams and volumes that may apply to those 

contracts. 

 Increased competition from new and existing domestic and global 

competitors and technologies. 

 Dependence upon key personnel. 

 Near-term funding: we forecast BUD will be cash-flow negative in 

FY17E and FY18E. Lower than forecast operational cash-flows, or 

higher than expected working capital / capex requirements may 

necessitate BUD having to source external funding. 

 Regulatory risk, especially relating to third party data security and 

access. 

 Currency risk: we forecast that a portion of revenue will be derived 

from North America. Accordingly, changes in the AUD:USD exchange 

rate could have an impact on fiscal performance.     
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General Advice Warning 

The contents of this document have been prepared without taking account of your objectives, financial 

situation or needs. You should, before taking any action to acquire or deal in, or follow a recommendation 

(if any) in respect of any of the financial products or information mentioned in this document, consult your 

own investment advisor to consider whether that is appropriate having regard to your own objectives, 

financial situation and needs. 

 

Whilst State One Stockbroking Ltd believes information contained in this document is based on information 

which is believed to be reliable, its accuracy and completeness are not guaranteed and no warranty of 

accuracy or reliability is given or implied and no responsibility for any loss or damage arising in any way 

for any representation, act or omission is accepted by State One Stockbroking Ltd or any officer, agent or 

employee of State One Stockbroking Ltd. If applicable, you should obtain the Product Disclosure Statement 

relating to the relevant financial product mentioned in this document (which contains full details of the 

terms and conditions of the financial product) and consider it before making any decision about whether 

to acquire the financial product. 

 

Disclosure 

The directors and associated persons of State One Stockbroking Ltd may have an interest in the financial 

products discussed in this document and they may earn brokerage, commissions, fees and advantages, 

pecuniary or otherwise, in connection with the making of a recommendation or dealing by a client in such 

financial products.  

 

This report was prepared solely by State One Stockbroking Limited. 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 State One Stockbroking 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. 

 

The Research Analyst who prepared this report hereby certifies that the views expressed in this research 

document accurately reflect the analyst’s personal views about the company and its financial products. 

The research analyst has not been and will not be receiving direct or indirect compensation for expressing 

the specific recommendations or views in this report. This research at all times remains the property of 

State One Stockbroking Ltd. And as such cannot be reprinted, distributed, copied, posted on the internet, 

in part or whole, without written prior approval from the Executive Director of State One Stockbroking Ltd. 
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