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Action Summary – 23 August 2023 
Analyst Theodore R. O’Neill – Record revenue in F3Q23 – Reiterate Buy and $10 target.  

● Record single quarter revenue. ESOA reported F3Q23 revenue of $85.5MM and an EPS of $0.21. Our 
estimates were revenue of $53.3MM and an EPS of $0.07. There is no consensus.  
The $0.14 favorable EPS variance is driven by record revenue across segments in a single quarter in the 
company's history, resulting from an investment in personnel earlier in the year to increase business 
opportunities and the bankruptcy of a competitor. The company reported a backlog of $185.9 million as of 
June 30, 2023, continues to see opportunities across all of its business lines, and expects a strong close 
to fiscal year 2023. 

● Restatement due to PPP loan forgiveness. The latest financial report indicates the government's 
ongoing review of the company's loan forgiveness claim. With a six-year audit window for PPP loans and 
potential non-forgiveness, the company has accrued interest for all presented periods. This adjustment 
impacts the interest expense in other income but has no impact on operations. 

● Adjusting Estimates. Based on F3Q23 results, we are adjusting our FY23 revenue estimate from $237MM 
to $269.2MM, and our EPS forecast from $0.05 to $0.19. For 2024, we are maintaining our revenue 
estimate at $245.5MM and EPS at $0.36. Given the success in F3Q23 just reported, we may be revising 
these estimates up in future quarters. 

● Attractive Valuation. Based on our discounted future earnings model, the value of all future earnings is 
$10/share. In reviewing comparables, we observe that as the market cap increases, the market tends to 
assign a higher valuation. A regression analysis comparing Market Cap/Sales against Market Cap yields 
an R2 of 47%. If the stock were trading purely on a multiple based on its size, its valuation would be 100% 
higher than its current level. This observation aligns with our view that the shares are undervalued, as 
suggested by our discounted earnings model. 

8/22 Closing price: US$3.75 Market cap: $63 million Multiple of book: 2.2 EV/2024 Sales: 0.43 

Diluted shares outstanding: 
16.6 million 

Insider ownership: 42% 3-mo avg. daily trading 
volume: >14,000 

Special Dividend 2023 
/Yield: $0.05/1.3% 

 

GAAP estimates (EPS in USD – Revenue in USD millions) 
Period 
 
1Q22A 
2Q22A 
3Q22A 
4Q22A 
FY22A 
 
1Q23A 
2Q23A 
3Q23A 
4Q23E 
FY23E 
 
1Q24E 
2Q24E 
3Q24E 
4Q24E 
FY24E 

EPS 
 
 $0.07 
($0.04) 
 $0.10 
 $0.10 
 $0.23 
 
 $0.01  
($0.11) 
 $0.21 
 $0.09 
 $0.19 
 
$0.09 
$0.07 
$0.09 
$0.11 
$0.36 

Revenue 
 

$42.7 
$35.4 
$51.2 
$68.3 

$197.6 
 

$60.0 
$53.6 
$85.5 
$70.0 

$269.2 
 

$59.5 
$49.0 
$63.0 
$74.0 

$245.5 

Op Margin 
 
 
 
 
 

3.3% 
 
 
 
 
 

2.4% 
 
 
 
 
 

3.5% 

Note: Numbers may not add due to rounding. See our full model at the back of 
this report.  

 

 

Cash balance (in USD millions) 
• 2021A 
• 2022A 
• 2023E 
• 2024E 

• $8.2 
• $7.3 
• $7.4 
• $7.4 

 

Adj. EBITDA (in USD millions) 
• 2021A 
• 2022A 
• 2023E 
• 2024E 

• $3.8 
• $12.1 
• $12.4 
• $15.1 

 

 

Risks/Valuation 
• Risks: competitive marketplace, weather 
• Our $10 price target is derived from our discounted future earnings model. 

Company description: Energy Services of America Corporation is a contractor and service company that operates primarily in the mid-
Atlantic and Central regions of the United States and provides services to customers in the natural gas, petroleum, water distribution, 
automotive, chemical, and power industries. Energy Services employs 1,000+ employees regularly. The Company's core values are 
safety, quality, and production. 
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Figure 1 – Energy Services of America Corporation   – One-Year Trading snapshot 

 
Source: FactSet 

Quarterly Results 
Record single quarter revenue. ESOA reported F3Q23 revenue of $85.5MM and an EPS of $0.21. Our estimates (see Figure 2) were 
a revenue of $53.3MM and an EPS of $0.07. There is no consensus. This marks the largest amount of revenue generated in a single 
quarter in the Company’s history. Additionally, the net income for the quarter, at $3.4MM, ranks as the second highest in the company's 
history. Adjusted EBITDA for Q3 2023 was $7.5MM, reflecting the company’s strong cash generating activity. 
The $0.14 favorable EPS variance is driven by higher revenue in all segments. The company attributes these strong results to an 
investment in personnel earlier in the year to increase business opportunities and we note the bankruptcy of one of its competitors, 
Williams Industrial Services Group.  The company reported a backlog of $185.9 million as of June 30, 2023. The company continues to 
see opportunities across all of its business lines and expects a strong close to fiscal year 2023. 
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Figure 2 –Energy Services of America Corporation – Quarterly Variance Analysis ($000) 

 
Source: Company filings and Litchfield Hills Research LLC 

Valuation and Price Target 
 
Valuation Methodology 
We believe ESOA is undervalued, and we support that belief with two valuation techniques. To determine our price target, 
we use a discounted future earnings model and then compare its valuation to that of its peers. 

Discounted Future Earnings – Basis for Price Target 
Our 12-month price target of $10 is based on a discounted earnings model. For valuation purposes, we sum up all future 
earnings on a GAAP basis and discount them at 8%. We assume earnings will grow in double digits until 2027, after which 
growth will eventually slow to GDP levels. Our valuation model is depicted in Figure 3 below. Note that this model might 
understate future new services, growth through acquisitions, and potential tax benefits. However, offsetting this, the earnings 
are projected to never experience a down year. The implied share price is $10.16, which we round to $10.00. 
 
 
 
 

 

FY23 FY23
Q3E Q3A

Income Statement
    Total Revenue $53,326 $85,530 $32,204
    Total cost of products sold 47,460 74,651 (27,191)
    Total Gross Profit 5,866 10,879 5,013
Operating expenses:

SG&A 4,266 5,284 (1,018)
    Total Expenses 4,266 5,284 (1,018)
Earnings (loss) from Operations 1,600 5,595 3,996

    Total Other income/(expense) 0 (682) (682)
Earnings before taxes 1,600 4,913 3,314
Tax expense/(benefit) 480 1,498 1,018
Net income $1,120 $3,416 $2,296

0
EPS $0.07 $0.21 $0.14

Diluted common shares 16,700 16,603

Better/(worse) 
than forecast
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Figure 3 – Energy Services of America Corporation – Price Target Calculation   

 
Source: Litchfield Hills Research LLC 
 

Valuation Relative to Peers  
Figure 4 summarizes our ESOA peer comparison. In reviewing comparables, we note that the comparable companies are 
all larger. As market cap increases, the market tends to assign a higher valuation. A regression analysis comparing Market 
Cap/Sales against Market Cap yields an R2 of 47%. If this were a determining factor, the stock would currently be trading at 
a 100% premium. As shown in Figure 4, the shares are trading at a 53% - 67% discount compared to their peers. 
Collectively, these findings, along with our discounted earnings model, underscore our belief that the shares are 
undervalued. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.hillsresearch.com/


     Energy Services of America Corporation   ESOA-US - Buy $10 PT 

© 2023 Litchfield Hills Research LLC, 79 Belgo Road, Lakeville, CT 06039, www.HillsResearch.com | theodore@HillsResearch.com 
860-435-0150 * Important disclosures are located at the back of this report Page 5 

 

Figure 4 – Energy Services of America Corporation – Valuation of Peers   

 

Source: Litchfield Hills Research LLC and FactSet 

 
 

 
 
 
 
 
 

  

FactSet 
Ticker Company Name

Closing 
Price

Market 
Cap $MM EV $MM

Market Cap / 
Sales EV /Sales

PWR-US Quanta Services Inc $203.07 29,486 34,368 1.37 1.59
J-US Jacobs Solutions Inc. $133.55 16,816 20,505 0.99 1.21
ACM-US AECOM $86.89 12,054 13,902 1.68 1.96
EME-US EMCOR Group, Inc. $214.19 10,096 10,215 0.77 0.79
KBR-US KBR Inc. $59.61 8,042 9,492 0.98 1.26
MTZ-US MasTec Inc $94.16 7,425 10,946 0.54 0.79
FLR-US Fluor Corp. $33.40 4,789 4,592 0.29 0.23
DY-US Dycom Industries Inc $94.14 2,761 3,624 0.64 0.84
STRL-US Sterling Infrastructure, Inc. $77.02 2,374 2,539 1.09 1.16
MYRG-US MYR Group Inc. $141.84 2,370 2,438 0.63 0.65
PRIM-US Primoris Services Corp. $34.71 1,851 3,123 0.31 0.52
GVA-US Granite Construction $40.44 1,776 2,092 0.49 0.62
IESC-US IES Holdings Inc $70.79 1,429 1,527
AGX-US Argan Inc. $40.39 542 265 0.82 0.42

AVERAGE 0.82 0.93

ESOA-US Energy Services of America Corp. $3.97 66 106 0.27 0.43

ESOA Discount to peers: -67% -53%

2024 Consensus Multiples
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Figure 5 – Energy Services of America Corporation – Income Statement ($000 except per share) 

 
Source: Company reports and Litchfield Hills Research LLC 
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Figure 6 – Energy Services of America Corporation – Balance Sheet ($000) 

 
Source: Company reports and Litchfield Hills Research LLC 
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Figure 7 – Energy Services of America Corporation – Cash Flow ($000)  

 
Source: Litchfield Hills Research LLC 
 
Disclosures: 
Analyst Certification 
We, the Litchfield Hills Research Department, hereby certify that the views expressed in this research report accurately reflect our 
personal views about the subject company and the underlying securities.  
 
FINRA Compliant Research Report 
We, the Litchfield Hills Research Department, hereby certify that this report is compliant with FINRA research rules 2241, 3110, 
the analyst is registered with FINRA, and the report has been reviewed by a Supervisory Analyst. 
 
MiFID II Compliant Research Report 
Our research is classified as minor non-monetary benefit under MiFID II. This applies to all forms of transmission, including email, 
website and financial platforms such as Bloomberg, FactSet, S&P Global, Refinitiv and 13 others.  We do not seek payment from 
the asset management community and do not have any execution function. Investors can continue to receive our research under 
the MiFID II regime without the need for a contract for services to be put in place. This applies to all forms of transmission, including 
email, website, and financial platforms. 
 
Litchfield Hills Research LLC Rating System 
 
BUY:   We expect the stock to provide a total return of 15% or more within a 12-month period. 
HOLD: We expect the stock to provide a total return of negative 15% to positive 15% within a 12-month period. 
SELL:  We expect the stock to have a negative total return of more than 15% within a 12-month period. 
Total return is defined as price appreciation plus dividend yield. 

 
Other Disclosures 
Litchfield Hills Research, LLC (“LHR”) is not a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission nor a 
member of Financial Industry Regulatory Authority. The principal of LHR and publisher of this report, Theodore R. O’Neill, is a registered 
representative of Ascendiant Capital Markets, LLC (“Ascendiant”), a registered broker-dealer and FINRA member firm. Ascendiant 
considers Mr. O’Neill’s association with LHR to be an “outside business activity” and is disclosed as such with FINRA.  This report is 
not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
which would subject LHR or any divisions, subsidiaries or affiliates to any registration or licensing requirement within such jurisdiction. 
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All material presented in this report, unless specifically indicated otherwise, is under copyright to LHR and the subject company.  None 
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, 
without the prior express written permission of LHR or the subject company. All trademarks, service marks and logos used in this report 
are trademarks, service marks, registered trademarks, or service marks of LHR or its affiliates. The information, tools and material 
presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the 
solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. LHR may not have taken any steps to 
ensure that the securities referred to in this report are suitable for any particular investor. The investments or services contained or 
referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you 
are in doubt about such investments or investment services.  Nothing in this report constitutes investment, legal, accounting or tax 
advice or a representation that any investment or strategy is suitable, appropriate to your individual circumstances, or otherwise 
constitutes a personal recommendation to you. LHR does not offer advice on the tax consequences of investment, and you are advised 
to contact an independent tax adviser. LHR believes the information and opinions in the Disclosure Appendix of this report are accurate 
and complete. Information and opinions presented in this report were obtained or derived from sources LHR believes are reliable, but 
LHR makes no representations as to their accuracy or completeness. 
 
Ownership and Material Conflicts of Interest 
The analyst owns no shares of the subject company. The analyst and his family have no known material conflicts of interest in authoring 
this report. No employees of Ascendiant Capital Markets, LLC own any material amount of ESOA stock or have any influence on the 
ESOA Board of Directors.  
  
Investment Banking and Fees for Services 
Litchfield Hills Research has not received compensation for advisory or investment banking services from the Company in the past 12 
months. Ascendiant Capital Markets, LLC has not received compensation for advisory or investment banking services from the 
Company in the past 12 months. Litchfield Hills Research LLC has received compensation from the subject company for distribution 
and investor targeting services. Ascendiant Capital Markets, LLC has not received compensation for non-investment banking services 
from the Company in the past 12 months. 
  
Market Making 
Neither Litchfield Hills Research, LLC nor Ascendiant Capital Markets, LLC makes a market in the subject company's securities. 
 
Additional information is available upon request.  LHR accepts no liability for loss arising from the use of the material presented in this 
report, except that this exclusion of liability does not apply to the extent that liability arises under specific statutes or regulations 
applicable to LHR. This report is not to be relied upon in substitution for the exercise of independent judgment. 
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