
 

1 
 

 

3QF24 Earnings Update 

 

Enterprise Group, Inc.  
(OTC:ETOLF, TSX: E.TO) 

Report Date: 11/15/24 

12- 24 month Price Target: US$3.50  

Allocation: 4 

Closing Stock Price at Initiation (Closing Px: 08/02/24): US$.99 

Closing Stock Price at This Update (Closing Px: 11/14/24): US$1.26 

(Share price data is in U.S. Dollars. The attached Projected Operating Model is in Canadian Dollars)  

 

 

 

 

Prepared By: 

David L. Lavigne 
Senior Analyst, Managing Partner 

Trickle Research  
 

 

 

Disclosure:  Portions of this report are excerpted from Enterprise Group’s filings, website(s), presentations or other public collateral.  We 

have attempted to identify those excerpts by italicizing them in the text. 

 



 

2 
 

For 3QF24, EGI reported revenues of CAN $6.8 million, Adjusted EBITDA of CAN$1.8 million, Net Income of 

CAN$<197,592> and EPS of $0.00.   Those compared to our estimates of CAN$10.1 million, Adjusted EBITDA 

of CAN$4.6 million, Net Income of $2.2 million, and EPS of $.04.  Clearly, our estimates were markedly higher 

than the actual results.  

We would note, our estimates for 2QF24 were lower than the actual results so collectively we were a bit closer to 

reality, but the fact remains, we missed 3QF24 badly. However, there were some nuances to the quarter that were 

topical and we think point to the anomalous nature of the quarter.  Here is the explanation of the issues from the 

Company’s MD&A:  

 

The third quarter saw a reduction in activity, for the first half of the year for two primary reasons. 

First was apprehension and preparation for a potentially severe forest fire season, leading some 

customers to delay the execution of planned projects to the end of the forest fire season. The second 

reason was some customers took advantage of the summer months to allow employees extended time 

off to prepare employees for the up coming demands of another year of busy field activity. This shift 

underscores a broader industry commitment to sustainable work practices and the long-term well-

being of the workforce, which naturally led to the reduction in activity compared to the first half of the 

year. Even though the third quarter saw reduced activity, activity levels are higher than in 2023 and 

contributed to the Company’s strong year to date results which included growth in revenue and 

adjusted EBITDA of 12% and 21% respectively. The increasing demand for natural gas power 

generation systems indicates a shift towards lower emission alternatives, and going forward, market 

conditions remain favourable for the energy sector, resulting in increased drilling, completion, and 

infrastructure projects. These factors are expected to continue for the remainder of 2024 and  2025.   

 
We initiated our coverage of EGI in August (2024), so we admit our modeling remains a bit fluid.  Further, as we 
noted in the initiating coverage, part of our thesis here is that the Company is adding capacity to address what they 
believe will be increasing demand for Canadian natural gas, and as such demand for Canadian gas field services. 
That said, we are still trying to understand what their realistic capacity utilization (and its timing) might be as they 
add capacity and then (for instance) move that capacity between jobs creating some down time etc.  Moreover, 
while we are trying to understand (and model) some of the seasonality issues we identified in the initiating 
coverage, there are clearly some additional seasonal issues we may need to integrate as well. Obviously, we did 
not plan for the impact of forest fires. To that end, in our discussion with management, they reiterated something 
from the narrative above, which was that “some customers took advantage of the summer months to allow 
employees extended time off to prepare employees for the upcoming demands of another year of busy field 
activity…”.   That brings us to another issue that may be topical.  
 
Recall much of our constructive thesis around EGI centers on the notion that in mid-2025, Canada will, for the 
first time in its history become and exporter of LNG when its first LNG plant is slated to ship its first train. In 
short, we believe that paradigm will accelerate Canadian gas development and by extension the services that 
support it.  Further, for a variety of reasons, we believe that EGI is perhaps uniquely positioned to benefit from 
that growth more than many of its competitors. From the perspective, and in the context of the “…prepare 
employees for the upcoming demands of another year of busy field activity…” statement above, we wonder if the 
industry may be gearing up new projects to coincide with the commencement of LNG production and export.  To 
be clear, we do not dispute that the specter of forest fires didn’t impact development, but we do think producers 
are well aware of LNG Canada’s mid-2025 startup as they roll out new projects.   
 
To summarize, we submit, there are some visibility challenges around the starts, stops, and deployment of EGI 
assets into the field, especially in the context of the general trajectory of Canadian gas production.  Further, those 
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nuances will also be impacted by traditional macro issues (global natural gas demand for instance). However, until 
we see datapoints that make us rethink the approach, we continue to believe that modeling around EGI’s capacity, 
with an eye toward trying to tighten up defensible utilization expectations is a reasonable approach. That is, we 
remain of the view that they will be able to sell their capacity as the industry is aided by the opportunities provided 
by Canada’s new and ostensibly growing LNG footprint.  That said, we have made some adjustments to our model, 
but we reiterate our allocation of 4, as well as our 12-24 month price target of US$3.50 (CAN$4.80).  We will 
revisit each as new data points arise.            
 

Projected Operating Model 
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General Disclaimer:  

Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of it investor base. 

Our publications are for information purposes only. Readers should review all available information on any company mentioned in 

our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, as well as other 

regulatory filings. Trickle Research is not registered as a securities broker-dealer or an investment advisor either with the U.S. 

Securities and Exchange Commission or with any state securities regulatory authority. Readers should consult with their own 

independent tax, business and financial advisors with respect to any reported company. Trickle Research and/or its officers, investors 

and employees, and/or members of their families may have long/short positions in the securities mentioned in our research and 

analysis and may make purchases and/or sales for their own account of those securities.  David Lavigne does not hold a position in 

Enterprise Group, Inc.   

Trickle Research sponsors two microcap conferences each year. Trickle Research encourages its coverage companies to present at 

those conferences and Trickle charges them a fee to do so. Companies are under no obligation to present at these conferences.   

Enterprise Group, Inc. has paid fees to present at Trickle co-sponsored conferences and Trickle will encourage them to do so in the 

future.  

Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of 

Trickle Research is prohibited.   

All rights reserved.   

Portions of this publication excerpted from company filings or other sources are noted in italics and referenced throughout the report. 

 

Rating System Overview: 

 

There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 1 

“investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.  

Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with a rating of 1.  As 

a guideline, here is a suggestion on how to use the allocation system. 

Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  In 

simple terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, our goal 

is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, if you think you 

would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per stock (using the 

diversification approach we just mentioned, and the 20-stock coverage list we suggested and leaving some room to add to positions 

around allocation upgrades. We generally start initial coverage stocks with an allocation of 4.  Thus, at $1000 invested per stock and 

a typical starting allocation of 4, your “investment unit” would be the same $250 we used in the example above.   Thus, if we initiate 

a stock at a 4, you might consider putting $1000 into the position ($250 * 4).  If we later raise the allocation to 6, you might consider 

adding two additional units or $500 to the position.  If we then reduce the allocation from 6 to 4 you might consider selling whatever 

number of shares you purchased with 2 of the original 4 investment units.   Again, this is just a suggestion as to how you might be 

able to use the allocation system to manage your portfolio.  

For those attached to more traditional rating systems (Buy, Sell, Hold) we would submit the following guidelines.  

A Trickle rating of 1 thru 3 would best correspond to a "Hold" although we would caution that a rating in that range should 

not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating because the 

stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of our ratings.  

A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.  

A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range would 

indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of these.  


