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August 29, 2022  

HOLD (no change) 

Stock code: GNX AU 

Price: 
 

A$0.24 

12-month target price: A$0.25 

Previous target price: A$0.25 

Up/downside to target price: 4.2% 

Dividend yield: 0.0% 

12-month TSR*: 4.2% 

Market cap: A$332.4m 

Average daily turnover: A$0.59m 

Index inclusion: N/A 

* Total stock return – Up/downside to target price + 12-month 
forward dividend yield. 

 
Price performance 

(%) 1M 3M 12M 3Y 

Absolute 17.1 71.4 4.3 15.6 

Rel ASX/S&P200 14.3 72.9 10.9 6.9 

 

Source: Bloomberg 

Financial summary 

 
 

Source: Company data, Morgans estimates 
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 Analyst(s) own shares in the following stocks mentioned in this report: 

– Genex Power 

Genex Power  
FY22 was solid but still waiting on Skip and Stonepeak 

 GNX delivered $13.8m of EBITDA and $4m of operating cash flow with a strong 
year for solar revenue as expected. 

 Skip and Stonepeak are still conducting due diligence following their conditional 
25cps bid which the board will potentially back. 

 We retain our 25cps target price as we believe a binding offer is the most likely 
outcome at this stage. 

FY22 solid as expected 

▪ GNX’s EBITDA result was largely as we expected (-2%) leading to a $4m net loss 
after tax which was also in line with our forecast (+1%). 

▪ The result was underpinned by the strong solar performance, previously disclosed 
in the 4Q report. The company ended the year with a higher cash balance than 
we’d anticipated with less cash spent on Kidston Hydro. We see this as only a 
temporary difference though as FY23 is likely to be a year of significant expenditure 
on the project as civil works accelerate. 

Forecast update 

▪ We have made minor changes to our forecasts to accommodate the historical data 
from FY22. For example, some capital expenditure has shifted from last year into 
this year. 

▪ We have not made any changes to our fundamental valuation (30cps) and we 
retain our 25cps target price, in line with the current bid price. 

Investment view 

▪ It continues to be our view that the most likely outcome is for the bid to proceed to 
a binding, all cash offer at 25cps. Skip has been involved with GNX for some time 
so we’d be surprised if anything were to come out of the due diligence period that 
would change the acquirer’s minds. With only a small upside margin to the bid price 
we retain our HOLD rating. 

▪ While it’s not our expectation, it is possible that the buyers do not proceed and 
withdraw their offer. In that scenario we would anticipate share price weakness but 
no impacts on the operating performance or balance sheet strength of the 
company. In the longer term we would expect the share price to move towards our 
fundamental valuation as Kidston Hydro construction is de-risked.  

Price catalysts  

▪ Completion of due diligence resulting in a firm offer. 

▪ The emergence of a higher offer from a third party. 

Risks  

▪ Resolution of the takeover offer. 

▪ Successful completion of K2H project on time and on budget. 

▪ Solar production at Kidston Solar and Jemalong. 

▪ Marginal loss factors on all projects other than K2H and KS-1. 

▪ Electricity and carbon prices. 

▪ Interest rates, increases in inflation (K2H has mostly fixed escalators), energy 
market regulation and tax regimes. 

▪ Refinancing of existing debt when it matures. 

Jun-22A Jun-23F Jun-24F Jun-25F

Revenue (A$m) 24.80 34.62 37.73 59.55

EBITDA Norm (A$m) 13.82 19.60 22.35 68.73

Net Profit (A$m) 19.73 -5.42 -7.19 17.47

EPS Norm (A$) 0.017 -0.004 -0.007 0.016

EPS Growth Norm (%) -124% 90%

P/E Norm (x) 14.50 NA NA 15.38

DPS (A$) 0.000 0.000 0.000 0.001

Dividend Yield (%) 0.000% 0.000% 0.000% 0.449%

EV/EBITDA (x) 43.73 50.29 48.90 18.16

Gearing (Net Debt/EBITDA) 23.35 33.32 34.02 12.61

http://www.efa.biz/
https://my.morgans.com.au/research/0F66ACA1-6D96-47C9-8511-64A8F0CE777D.pdf?u=9b6e4620-b777-4faa-824c-18d547e2ca31
https://my.morgans.com.au/research/5A1BDDE0-1027-4E38-B5D6-7631AA28DE3F.pdf?u=9b6e4620-b777-4faa-824c-18d547e2ca31
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Genex Power as at August 29, 2022 

Rating HOLD 
 

Price (A$): 0.24 

Market cap (A$m): 332.4 
 

12-month target price (A$): 0.25 

Shares outstanding (m): 401.8 
 

Up/downside to target price (%): 4.2 

Free float (%): 69.3 
 

Dividend yield (%): 0.0 

Company description 

GNX is redeveloping an old gold mine in North Queensland into a 250MW energy storage project and has developed a 50MW solar farm adjacent 
to the mine. GNX also has a second 50MW solar farm operating at Jemalong in Central NSW as well as plans to expand with a 50MW/100MWh 
battery in Central Queensland and a potential 150MW wind farm near the Kidston site. The output of the existing Kidston solar farm is contracted to 
the Qld government for 20 years and the company has an offtake agreement with EnergyAustralia for the output of the pumped hydro project. GNX 
has also obtained approval for up to $610m of low cost debt finance from the Northern Australia Infrastructure Facility. GNX was founded in 2011, 
the Kidston site acquired in 2014 and was listed on the ASX in 2015. The CEO, James Harding, was appointed on the 7th of May 2018 and the 
Chairman, Dr Ralph Craven, has held his position since the company listed. 
 

 

  

Projects overview Pumped Hydro overview

Generation Capacity Risks and Drivers

Project timelines Forecast revenue (K2-H, KS1, Jemalong)

SOURCE: GNX SOURCE: Journal of Power Technologies (2017)

SOURCES: MORGANS, GNX SOURCE: MORGANS

SOURCE: GNX SOURCE: GNX

Value drivers:
▪ Solar output of Stage 1 as price is contracted and locked in.
▪ NSW spot price of electricity as Jemalong is currently uncontracted.

▪ Spot price of LGCs as Jemalong is currently uncontracted.

▪ If carbon reduction targets increase, the value of future renewables projects will also increase.
▪ Progress on construction of K2-H.
▪ Energy arbitrage and grid services prices for Bouldercombe battery project.

Risks:
▪ Construction and comissioning risk of the K2-H pumped hydro, Bouldercombe battery and K3-

W wind projects.
▪ Price and volume risk at Jemalong and volume risk at KS-1.
▪ Electricity network congestion for Jemalong and future wind / solar from an excess of 

renewable generation.
▪ Non-renewal of K2-H offtake agreement following initial ten year period.
▪ Increasing competition from increasing number of battery projects for Bouldercombe project 

for energy arbitrage and grid services.
▪ Marginal Loss Factors (MLF) on all projects other than KS-1 and K2-H.
▪ Technological changes driving energy efficiency and alternative generation.
▪ Interest rates and inflation.
▪ Changes to tax regimes.

Constructed / In-construction

Investment 
decision 
FY23+
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Figure 1: Financial summary 

 

Source: Morgans estimates, company data 

 

Production & Price FY21A FY22A FY23E FY24E FY25E Valuation DCF ($m) EV x 

($m/MW)

EV ($m) Net debt 

($m)

Equity 

($m)

Blended 

($m)

Blended 

(cps)

Solar generation (GWh) 150.2    224.1    227.4    247.6    245.7    Solar 11.0        2.40        234.5       (167.5)      66.9         38.9         2.7           

Wind generation (GWh) -        -        -        -        -        Hydro 224.5      3.30        825.0       (565.9)      259.1       241.8       17.0         

Hydro capacity (MW) -        -        -        -        125       Battery 88.9        1.20        60.0         (11.4)        48.6         68.8         4.8           

Battery capcity (MW) -        -        -        50         50         Wind 101.2      0.38        57.0         -           57.0         79.1         5.6           

Ave generation price ($/MWh) 87.4      115.3    152.2    109.0    96.3      Total 425.6      1,176.5    (744.8)      431.7       428.6       30.0         

Ave storage price ($/MWh) -        -        -        25.3      23.8      Price target (cps) 25.0         

Profit and loss ($m) FY21A FY22A FY23E FY24E FY25E Key Multiples FY21A FY22A FY23E FY24E FY25E

Net Revenue 10.6      24.8      34.6      37.7      59.6      EV/EBITDA (x)

 Other inc 11.0      2.4        0.4        0.4        20.4      Price-to-earnings (x) 21.8         

 Expenses (28.5)     (13.4)     (15.4)     (15.8)     (11.2)     Dividend yield (%) -           -           -           -           -           

EBITDA (6.8)       13.8      19.6      22.3      68.7      Free cashflow yield (%) -48% -51% -99% -47% -72%

 D&A (6.3)       (10.1)     (10.9)     (13.9)     (22.2)     Net Debt / ND+E (%) 52% 62% 77% 80% 70%

Operating EBIT (13.1)     3.7        8.7        8.4        46.6      Net Debt / EBITDA (x) (21.2)        23.3         33.3         34.0         12.6         

 Net Interest Expense (5.7)       (7.7)       (14.1)     (18.7)     (21.8)     Operating CF-to-interest (x) (0.9)          0.7           0.5           0.2           2.0           

Profit Before Tax (18.7)     (4.1)       (5.4)       (10.3)     24.8      

 Tax -        -        -        3.1        (7.3)       Balance Sheet FY21A FY22A FY23E FY24E FY25E

Net Profit (18.7)     (4.1)       (5.4)       (7.2)       17.5      Cash 45.4         62.9         37.0         40.5         48.5         

Receivables 1.2           3.3           1.3           1.1           1.0           

EPS (cps) (3.1)       (0.3)       (0.4)       (0.5)       1.1        Inventory & prepayments 2.7           3.4           3.4           3.4           3.4           

DPS (cps) -        -        -        -        -        Other -           -           -           -           -           

Current Assets 49.4         69.5         41.7         45.0         52.8         

Cashflows ($m) FY21A FY22A FY23E FY24E FY25E Bank guarantees 5.0           71.9         71.9         21.9         21.9         

EBITDA (6.8)       13.8      19.6      22.3      68.7      PPE 291.9       447.7       774.5       812.7       1,076.8    

 WC & non-cash adjustments 7.5        (4.3)       2.0        0.2        (0.2)       Other 13.4         28.0         28.0         140.3       172.4       

Gross operating cashflow 0.7        9.6        21.6      22.6      68.5      Non-Current Assets 310.3       547.6       874.5       974.9       1,271.1    

 Net interest paid (5.6)       (5.6)       (14.1)     (18.7)     (21.8)     Total Assets 359.7       617.2       916.2       1,019.9    1,323.9    

 Cash paid for Tax -        -        -        -        (3.1)       

Operating cashflow (4.8)       4.0        7.5        3.9        43.6      Payables 11.8         13.6         13.6         13.7         13.3         

Debt 7.7           18.9         14.3         11.0         38.1         

Solar - growth capital (54.0)     -        -        -        -        Other 2.9           4.6           4.6           4.6           4.6           

Hydro - growth capital (99.1)     (153.2)   (288.9)   (161.3)   (15.5)     Current Liabilities 22.4         37.2         32.5         29.3         56.0         

Battery - growth capital -        (11.2)     (48.8)     -        -        Debt 181.9       366.6       675.6       789.9       877.0       

Wind - growth capital -        -        -        -        (267.0)   Government grant 6.9           6.4           6.4           6.4           6.4           

Sustaining capital & other (0.3)       (9.3)       -        -        -        Provisions 3.8           3.8           3.8           3.8           3.8           

Investing cashflow (153.4)   (173.7)   (337.7)   (161.3)   (282.5)   Other 10.4         2.9           2.9           2.9           2.9           

Non-current Liabilities 203.0       379.7       688.7       802.9       890.1       

Equity issuance/(buy-backs) 133.2    45.8      -        -        134.5    Total Liabilities 225.4       416.9       721.3       832.2       946.2       

Debt drawdown/(repaid) 5.0        198.0    304.4    110.9    114.4    

Dividends paid -        -        -        -        (1.9)       Share capital 195.8       242.1       242.1       242.1       378.2       

Financing cashflow 138.2    243.8    304.4    110.9    246.9    Reserves (2.0)          21.8         21.8         21.8         61.8         

Accumulated earnings (59.5)        (63.6)        (69.0)        (76.2)        (62.4)        

Net cashflow (20.0)     74.1      (25.9)     (46.5)     8.0        Equity 134.3       200.3       194.9       187.7       377.7       

WANOS (m) 607.9       1,173.2    1,385.2    1,385.2    1,588.9    
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Disclaimer  

The information contained in this report is provided to you by Morgans Financial Limited as general advice only, and is made without consideration of an individual’s 
relevant personal circumstances. Morgans Financial Limited ABN 49 010 669 726, its related bodies corporate, directors and officers, employees, authorised 
representatives and agents (“Morgans”) do not accept any liability for any loss or damage arising from or in connection with any action taken or not taken on the 
basis of information contained in this report, or for any errors or omissions contained within. It is recommended that any persons who wish to act upon this report 
consult with their Morgans investment adviser before doing so. Those acting upon such information without advice do so entirely at their own risk.  

This report was prepared as private communication to clients of Morgans and is not intended for public circulation, publication or for use by any third party. The 
contents of this report may not be reproduced in whole or in part without the prior written consent of Morgans. While this report is based on information from 
sources which Morgans believes are reliable, its accuracy and completeness cannot be guaranteed. Any opinions expressed reflect Morgans judgement at this 
date and are subject to change. Morgans is under no obligation to provide revised assessments in the event of changed circumstances. This report does not 
constitute an offer or invitation to purchase any securities and should not be relied upon in connection with any contract or commitment whatsoever. 

Disclosure of interest 

Morgans may from time to time hold an interest in any security referred to in this report and may, as principal or agent, sell such interests. Morgans may previously 
have acted as manager or co-manager of a public offering of any such securities. Morgans affiliates may provide or have provided banking services or corporate 
finance to the companies referred to in the report. The knowledge of affiliates concerning such services may not be reflected in this report. Morgans advises that 
it may earn brokerage, commissions, fees or other benefits and advantages, direct or indirect, in connection with the making of a recommendation or a dealing by 
a client in these securities. Some or all of Morgans Authorised Representatives may be remunerated wholly or partly by way of commission. 

Regulatory disclosures 

Analyst owns shares in the following mentioned company(ies): Genex Power  

Morgans Corporate Limited was Joint Lead Manager to the Placement and Share Purchase Plan of shares in Genex Limited announced to market on 23 February 
2022 and received fees in this regard. 

Recommendation structure 

For a full explanation of the recommendation structure, refer to our website at morgans.com.au/research_disclaimer 

Research team 

For analyst qualifications and experience, refer to our website at morgans.com.au/research-and-markets/our-research-team 

Research coverage policy 

For an overview on the stock selection process, refer to our website at morgans.com.au/research-and-markets/company-analysis/Research-Coverage-Policy 

Research independence statement  

morgans.com.au/Research-Independence-Statement 

Stocks under coverage 

For a full list of stocks under coverage, refer to our website at morgans.com.au/research-and-markets/company-analysis/ASX100-Companies-under-coverage 
and  
morgans.com.au/research-and-markets/company-analysis/EX-100-Companies-under-coverage 

 
If you no longer wish to receive Morgans publications please contact your local Morgans branch or write to GPO Box 202 Brisbane QLD 4001 and include your 

account details. 

morgans.com.au 
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