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Profire Energy Inc. (PFIE – OTCQB) 

Profire Energy Achieves Major Milestone in Agreement With 

Cameron Intl. (CAM – NYSE), Fortune 500 Oil Flow Equipment 

Products and Service Company.  Raising FY’14 Sales and Earnings 

Estimates and Reiterating Strong Buy Recommendation. 

Strong 

Buy 

 
   

 

   

Recent Price: US$1.40  Summary and Investment Opportunity 

 Primary Investment Thesis Intact, as Evidenced by Cameron International Win  

The Company recently announced a product distribution contract with Cameron International 

(CAM – NYSE), a Fortune 500 Oil and Gas Flow equipment vendor with global FY’11 

revenues of US$11.0 billion.  While there can be no guarantee of future Cameron-related sales 

levels, we view this agreement as a major vindication of the Company’s better-mousetrap 

claims and as confirmation that Profire has succeeded in establishing itself as a major player in 

the high-growth burner management industry.  Although we do not expect significant sell-

through until the Spring of CY2013, we believe that in combination with the Company’s recent 

investment in its sales and marketing organization, this relationship is likely to usher in a 

period of accelerating top- and bottom-line growth. 

 

 Company Delivers Lack-Luster Q2 FY’13, Primarily Due to Future-Growth Focus 

We (and management) were disappointed in the recently-announced quarter, in which Profire 

had net revenues of US$4,379,593, net earnings of US$645,138, and EPS of $0.014.  These 

results represented a significant miss vs. our previously published Q2 FY’13 sales estimate of 

US$5.7 million and EPS estimate of $0.027, and also represented a year-over-year decline in 

sales of 3.2%.  However, management’s explanation of the revenue and earnings shortfall 

seems to make good sense.  Management attributes it to three factors: the key personnel time-

diversion that signing on Cameron Intl. required; to the over-focus of its previously on-staff 

salespeople to the training of new sales professionals; and lastly to a mid-quarter transition to 

new sales management.  Although the validity of these explanations remains to be seen, we 

tend to believe that this quarter represented a one-time miss from a still-intact high-growth 

revenue and earnings trajectory.  We believe the correctness of our viewpoint on this will 

become apparent over the next 2-3 quarters, once the sales team in general and Cameron in 

particular begin to gain additional product traction across North America and Canada. 

 

 Profire Energy Trades at Very Low Growth-Adjusted Multiple of 2014E Earnings 

Given our long-term growth rate assumption of over 40%, we believe PFIE shares should trade 

between 15x and 20x 2014E (begins April ’13) estimated earnings.  We have based our 12-

month price target on a forward P/E multiple of 15x, leading us to our new 12-month price 

target of $2.10.  We see very significant upside to this target price and recommend aggressive 

accumulation for all risk-tolerant investors below the $1.80 per share price level.  Reiterate 

Strong Buy. 

 

Please see our full Coverage Update Report (issued on 12/05/12) for more information. 

Market Data (closing prices, December 5, 2012) 

Market Capitalization  (mln) 62.3 

 

Enterprise Value (mln) 61.8 
Basic Shares Outstanding (mln) 45.1 
Fully Diluted Shares (mln) 45.5 

Avg. Volume (90 day, approx.) 6,237 

Insider Ownership 86% 
Exchange OTCQB 

  

Balance Sheet Data (as of September 30, 2012) 

Shareholders’ Equity (mln) 10,358 

Price/Book Value (as of 12/05/12) 6.1x 

Cash (000s) 2,648 

Net Working Capital (000s) 8,195 

Long-Term Debt (000s) 0 

Total Debt to Equity Capital 0.21x 

Company Overview 

Profire Energy is a technology and services 
company that assists energy production 
companies in the safe and efficient 
transportation, refinement, and production of 
oil and natural gas. Profire’s products help 
energy companies in their quest for greater 
employee safety, enhanced margins in their 
production processes, and greater 
compliance with more stringent EPA 
standards.  Profire has offices in Lindon, 
Utah; Houston, Texas; and Edmonton, 
Alberta, Canada. 
 
Profire Energy has recently announced a 
distribution agreement with industry 
behemoth Cameron Intl. (CAM – NYSE) and 
has applied for new patents on two product 
design innovations.  The Company is based 
in Lindon, Utah, and trades on the OTCQB 
under the symbol PFIE. 

Company Contact Information 

Company Contact: 

Nate McBride 
Profire Energy, Inc. 
321 South 1250 West, Suite 1 
Lindon, Utah 84042 
nmcbride@profireenergy.com 
www.profireenergy.com 

 

P&L (000s) FY'12A Q1'13A Q2'13A Q3'13E Q4'13E FY’13E FY’14E FY’15E 

Revenues 14,876 3,452 4,096 5,000 5,800 18,348 27,522 41,283 

y/y Growth 98.2% 37.0% -3.2% 6.2% 68.5% 23.0% 48.4% 48.7% 

Gr. Margin 56.7% 59.2% 50.6% 57.5% 57.9% 56.4% 60.4% 61.6% 

Op. Income 4,368 755 921 1,318 1,853 4,847 9,213 15,401 

Op. Margin 27.4% 20.5% 21.0% 24.5% 30.1% 27.4% 31.7% 35.6% 

Net Income 3,188 566 645 918 1,292 3,412 6,424 10,740 

Dil. EPS .070 .013 .014 .020 .028 .07 .14 .23 

Dil. Shs. 45,218 45,255 45,460 45,800 46,000 45,945 47,284 47,755 

 



Profire Energy, Profit and Loss Model, December 2012; Fiscal Year Ending March 31

(In 000s, except per-share amounts) FY 2011A FY 2012A Q1 '13A Q2 '13A Q3 '13E Q4 '13E FY 2013E FY2014E FY2015E

Revenues

  Sales of goods, net 7,187 14,876 3,452 4,096 5,000 5,800 18,348 27,522 41,283

  Sales of services, net 847 1,050 226 283 385 350 1,244 1,555 1,944

Total Revenues 8,034 15,925 3,677 4,380 5,385 6,150 19,592 29,077 43,227

  Product Sales Growth 36.5% 107.0% 43.3% -4.2% 4.6% 70.0% 23.3% 50.0% 50.0%

  Services Sales Growth 30.8% 23.9% -18.0% 14.5% 33.3% 47.1% 18.5% 25.0% 25.0%

Sequential sales growth (FYE #s represent annual gr.) 35.9% 98.2% 37.0% -3.2% 6.2% 68.5% 23.0% 48.4% 48.7%

Cost of sales

  Cost of goods sold 2,812 6,170 1,328 1,950 2,025 2,349 7,652 10,458 15,275

    Gross margin on product sales 60.9% 58.5% 61.5% 52.4% 59.5% 59.5% 58.3% 60.0% 60.0%

  Cost of services provided 530 718 173 211 262 238 884 1,057 1,322

    Gross margin on services sales 37.5% 31.6% 23.5% 25.4% 32.0% 32.0% 28.9% 32.0% 32.0%

Total cost of goods sold 3,342 6,888 1,500 2,162 2,287 2,587 8,536 11,516 16,596

Gross profit 4,692 9,037 2,177 2,218 3,098 3,563 11,056 17,561 26,630

Gross margin 58.4% 56.7% 59.2% 50.6% 57.5% 57.9% 56.4% 60.4% 61.6%

Operating expenses

  General and administrative 1,308 2,752 1,003 903 975 1,050 3,931 5,307 7,165

  Payroll expenses 970 1,758 372 329 750 600 2,052 2,770 3,739

  Depreciation expense 73 159 46 64 55 60 226 271 325

Total operating expenses 2,351 4,670 1,422 1,297 1,780 1,710 6,209 8,348 11,229

Income from operations 2,341 4,368 755 921 1,318 1,853 4,847 9,213 15,401

Operating margin 29.1% 27.4% 20.5% 21.0% 24.5% 30.1% 24.7% 31.7% 35.6%

Total other income (expense) (29) (16) (1) 1 (6) (7) (23) (35) (55)

Net income before taxes 2,313 4,351 754 922 1,312 1,846 4,824 9,178 15,346

Income tax expense 686 1,163 188 277 394 554 1,412 2,754 4,605

Implied tax rate 29.7% 26.7% 24.9% 30.0% 30.0% 30.0% 29.3% 30.0% 30.0%

Net income 1,626 3,188 566 645 918 1,292 3,412 6,424 10,740

Net margin 20.2% 20.0% 15.4% 14.7% 17.1% 21.0% 17.4% 22.1% 24.8%

Unrealized holding gain (loss) on for-sale securities (4) (2)

Foreign currency translation gain (loss) 366 (147) (163) 382

Total comprehensive income 1,988 3,038 403 1,028 918 1,292 3,412 6,424 10,740

Basic earnings per share 0.036 0.07 0.013 0.014 0.020 0.028 0.07 0.14 0.23

Fully-diluted earnings per share 0.036 0.07 0.013 0.014 0.020 0.028 0.07 0.14 0.22

Sequential EPS growth (FYE #s represent annual gr.) 26.8% 96.0% -26.8% -45.9% 1.3% 281.8% 5.3% 83.0% 65.6%

Basic weighted average shares outstanding 45,000 45,000 45,031 45,079 46,200 46,600 45,727 47,066 47,537

Fully-diluted average shares outstanding 45,229 45,218 45,129 45,460 45,800 46,000 45,945 47,284 47,755
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Our Rating System 

We rate enrolled companies based on the appreciation potential we believe their shares represent.  The performance of 

those companies rated “Speculative Buy” or “Strong Speculative Buy” are often highly dependent on some future event, 

such as FDA drug approval or the development of a new key technology. 

 

Explanation of Ratings Issued by Harbinger Research 

   

STRONG BUY We believe the enrolled company will appreciate more than 20% relative to the general market 

for U.S. equities during the next 12 to 24 months. 

BUY We believe the enrolled company will appreciate more than 10% relative to the general market 

for U.S. equities during the next 12 to 24 months. 

STRONG 

SPECULATIVE BUY 

We believe the enrolled company could appreciate more than 20% relative to the general 

market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 

future prove to be correct. 

SPECULATIVE BUY We believe the enrolled company could appreciate more than 10% relative to the general 

market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 

future prove to be correct. 

NEUTRAL We expect the enrolled company to trade between -10% and +10% relative to the general 

market for U.S. equities during the following 12 to 24 months. 

SELL We expect the enrolled company to underperform the general market for U.S. equities by more 

than 10% during the following 12 to 24 months. 

 

Analyst Certification 

I, Brian R. Connell, CFA, hereby certify that the views expressed in this research report accurately reflect my 

personal views about the subject securities and issuers.  I also certify that no part of my compensation was, is, or 

will be, directly or indirectly, related to the recommendations or views expressed in this research report. 
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Disclaimer 
This report was prepared for informational purposes only.  Harbinger Research, LLC (“Harbinger”) was paid by Profire Energy Inc. 

("Company") in the amount of US$10,000 for the preparation and distribution of a previously issued and distributed research report, and 

has agreed upon but as of the issuance of this report has not been compensated an additional US$10,000 for providing four (4) coverage 

update reports, not including this report.  All information contained in this report was provided by the Company.  To ensure complete 

independence and editorial control over its research, Harbinger has developed various compliance procedures and business practices 

including but not limited to the following: (1) Fees from covered companies are due and payable prior to the commencement of research; 

(2) Harbinger, as a contractual right, retains complete editorial control over the research; (3) Analysts are compensated on a per-company 

basis and not on the basis of his/her recommendations; (4) Analysts are not permitted to accept fees or other consideration from the 

companies they cover for Harbinger except for the payments they receive from Harbinger; (5) Harbinger will not conduct investment 

banking or other financial advisory, consulting or merchant banking services for the covered companies.  

 

Harbinger did not make an independent investigation or inquiry as to the accuracy of any information provided by the Company is 

relying solely upon information provided by the companies for the accuracy and completeness of all such information.  The information 

provided in the Report may become inaccurate upon the occurrence of material changes, which affect the Company and its 

business.  Neither the Company nor Harbinger is under any obligation to update this report or ensure the ongoing accuracy of the 

information contained herein.  This report does not constitute a recommendation or a solicitation to purchase or sell any security, nor 

does it constitute investment advice.  This report does not take into account the investment objectives, financial situation or particular 

needs of any particular person.  This report does not provide all information material to an investor’s decision about whether or not to 

make any investment.  Any discussion of risks in this presentation is not a disclosure of all risks or a complete discussion of the risks 

mentioned.  Information about past performance of an investment is not necessarily a guide to, indicator of, or assurance of, future 

performance.  Harbinger cannot and does not assess, verify or guarantee the adequacy, accuracy, or completeness of any information, the 

suitability or profitability of any particular investment, or the potential value of any investment or informational source.  Harbinger and 

its clients, affiliates and employees, may, from time to time, have long or short positions in, buy or sell, and provide investment advice 

with respect to, the securities and derivatives (including options) thereof, of companies mentioned in this report and may increase or 

decrease those positions or change such investment advice at any time.  Harbinger is not registered as a securities broker-dealer or an 

investment adviser either with the U.S. Securities and Exchange Commission or with any state securities regulatory authority. 

 

ALL INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR IMPLIED, OR 

REPRESENTATIONS OF ANY KIND.  TO THE FULLEST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, HARBINGER 

EQUITY RESEARCH, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS, RELIABILITY OR 

TIMELINESS OF THIS INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR 

PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF THIS INFORMATION BY YOU OR ANYONE ELSE 

(INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, TRADING LOSSES, AND DAMAGES 

THAT MAY RESULT FROM ANY INACCURACY OR INCOMPLETENESS OF THIS INFORMATION). TO THE FULLEST 

EXTENT PERMITTED BY LAW, HARBINGER EQUITY RESEARCH, LLC WILL NOT BE LIABLE TO YOU OR ANYONE 

ELSE UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY 

WITH RESPECT TO THIS PRESENTATION OF INFORMATION. 
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Harbinger Research is an independent equity research firm with a focus on providing coverage to small-cap companies.  

Our mission is to help our clients achieve fairer market valuations, an expanded shareholder base, improved liquidity, and 

easier access to capital markets.  We do this by providing insightful, in-depth research reports and by making sure those 

reports are widely distributed and made available to both institutional and individual investors.  We strive to deliver 

superior research coverage and the result is compelling – consistent coverage from industry-expert analysts that is well 

written and consists of insightful analysis, cogent arguments, and in-depth financial models.  To learn more about 

Harbinger Research and view our research reports, we invite you to visit our website located at 

www.harbingerresearch.com. 
 

Our Team 
 

Brian R. Connell, CFA                 Senior Managing Director 

Mr. Connell has over 20 years' experience in the securities industry, as an equity analyst and portfolio manager, and as the 

founder and CEO of StreetFusion (acquired by CCBN/StreetEvents), a software company serving the institutional 

investment community. On the sell-side, Mr. Connell served as the technology analyst for Neovest, an Atlanta-based 

boutique, and as a Senior Analyst - Internet for Preferred Capital Markets, an investment bank based in San Francisco. Mr. 

Connell has also held the position of Executive Director of Marquis Capital Management, a technology-focused hedge 

fund. 

 

Mr. Connell founded Harbinger Research in 2004 with the purpose of providing high quality research coverage to 

deserving smaller companies.  Mr. Connell holds degrees in Economics and Psychology from Duke University, and is a 

CFA Charterholder. 

 

Scott R. Greenstone, CFA            Senior Research Analyst, Healthcare 

Prior to joining Harbinger Research, Mr. Greenstone founded StratFin, an ongoing enterprise that helps scientific-

entrepreneurs build businesses.  Prior to forming StratFin, Mr. Greenstone was the head of business development at Varian, 

Inc., a $1 billion manufacturer of scientific instruments responsible for co-developing global strategy and for sourcing and 

executing mergers and acquisitions, partnerships and OEM relationships.  Previously, he led financial planning and analysis 

at Symyx Technologies and Xenogen. 

 

Prior to his operating roles, Mr. Greenstone was a research analyst, covering precision instrumentation and life science 

companies for ten years at several investment banks including Thomas Weisel Partners & Salomon Brothers.  Mr. 

Greenstone has an MBA from the University of Texas at Austin and a B.S. from Lehigh University.  He also holds the 

Chartered Financial Analyst designation. 

 


