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Clever Culture Systems

Positive cash flows and more to come

Clever Culture Systems published 2Q26 results this morning. Sales were
consistent with, and cash flows above, our estimates. A more than doubling
of the cash position in the quarter provides assurance around capacity to
fund growth. Management guidance on the size of the sales near-term
pipeline increased by around 30%. The performance gives us greater
confidence in our unchanged forecasts. Our target price of 7c per share gives

more than 100% upside.
Sales inline, cash flows ahead

Clever Culture reported cash receipts of $3.2m of 1H26 (+99% YoY) plus $1.0m of sales
committed for future receipt. This implied sales value of ~$4m in the half is consistent
with our forecast for $8m revenue in FY26. Positive operating cash flows for the half of
$0.2m are tracking ahead of our -$0.1m full year estimate. The company sold 3 new
instruments in the quarter, an annualised rate of 12 instruments, which is consistent with
the rate required for profit and cash flow breakeven. The company also purchased parts

for a further 10 instruments which we consider an indication of confidence.
Funded for growth

Clever Culture’s cash balance more than doubled from $1.4m in 1Q26 to $3.1m in 2Q26.
Management commentary that “cash flows over the coming two quarters will be further

improved by additional potential sales” provides assurance around funding.
A growing sales pipeline

Management sees a pipeline of 90 unit sales from customers that have either purchased
or are validating the APAS instrument which it estimates would result in upfront revenue
of A$45m and ARR of $10m versus ARR of >$1m currently. This is a c30% increase on
what management considered to be 60-80 potential sales to top 20 pharma companies
at FY25 results and the 65 midpoint in our initiation (link). We forecast several big pharma

roll-outs will drive an inflection in ARR toward an estimated TAM of $350m (Figure 1).
More than 100% share price upside

We continue to see >100% upside to our DCF derived target price of 7c per share,
equivalent to a P/E multiple of 20x in FY27. Management is hosting a conference call on
4 February at 9am AEDT (link).

Figure 1. APAS Pharma instruments sold vs. recurring revenue ($m)
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Source: Company data, Blue Ocean Equities.
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Date 28 January 2026
Stock rating BUY
Price target $0.070
Closing price $0.031
Ticker ASX: CC5
Implied return (%) 127%
Market cap (m) 59
Enterprise value (m) 60
Shares outstanding (m) 1,909.1
52 wk avg daily vol (m) 1.47
12-month price range $0.012 - 0.037
GICS Sector Technology
Y/E Jun (A$m) FY25 FY26E FY27E FY28E
Revenue 55 8.2 17.6 27.0
Growth (% YoY) 435 150 214 154
EBITDA 0.2 0.3 6.4 124
Growth (% YoY) 30 2148 93
Margin (%) 4 3 36 46
NPAT -0.1 -0.7 4.4 94
EPS adj. (cps) 0.1 0.0 0.2 0.3
DPS (cps) 0.0 0.0 0.0 0.0
Valuation FY25 FY26E FY27E FY28E
P/E (x) N/A N/A 15.3 9.0
EV/Revenue (x) 11.0 7.3 3.4 22
EV/EBITDA (x) 273.3 210.9 94 4.9
EV/EBIT (x) N/A N/A 13.6 6.4
FCF yield (%) 23 1.1 6.4 13.4
Dividend yield (%) 0.0 0.0 0.0 0.0
Net debt (A$m) 1.0 1.6 54  -133
Top Shareholders %
Unicore Investments 11.7
Viking BCM 111
Brent Barnes (MD) 71
Share price
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Clever Culture Systems (CC5) BUY
Closing price $0.031  Market cap ($m) 59.2
Price target $0.070  Enterprise value ($m) 60.1
Expected return 127% Shares outstanding (m) 1,909.1
Income statement ($m) FY23 FY24 FY25 FY26E FY27E FY28E  Valuation multiples FY23 FY24 FY25 FY26E FY27E FY28E
Revenue 21 1.3 5.5 8.2 17.6 27.0 P/E(x) N/A N/A 39.9 N/A 15.3 9.0
Cost of sales (0.4) (0.1) (1.5) (1.8) (3.8) (5.4) EV/IRevenue (x) 28.2 47.9 11.0 73 34 22
Gross profit 1.7 11 4.0 6.4 13.8 21.6 EV/EBITDA (x) N/A N/A 273.3 210.9 9.4 4.9
Other income 0.1 0.5 1.2 0.0 0.0 0.0 EVIEBIT (x) N/A N/A N/A N/A 13.6 6.4
Operating costs (5.6) (5.6) (4.9) (6.1) (7.4) (9.2)  Equity FCF yield (%) (3.2) (6.5) (2.3) (1.1) 6.4 13.4
Normalised EBITDA 3.7 (4.0) 0.2 0.3 6.4 12.4  Dividend yield (%) 0.0 0.0 0.0 0.0 0.0 0.0
Depreciation and amortisation (3.3) (0.2) (0.2) (1.0) (2.0) (3.0)  Price to book value (x) N/A 12.0 11.9 8.3 5.4 3.4
Normalised EBIT (7.0) (4.3) (0.0) (0.7) 4.4 9.4
Associate income 0.0 0.0 0.0 0.0 0.0 0.0 Balance sheet metrics FY23 FY24 FY25 FY26E FY27E FY28E
Net interest (0.5) (0.4) (0.1) 0.0 0.0 0.0  Gross debt ($ m) 0.8 1.7 1.0 0.0 0.0 0.0
Normalised profit before tax (7.5) (4.7) (0.1) (0.7) 4.4 9.4  Gross debt inc. leases ($ m) 24 3.2 22 1.2 1.2 1.2
Normalised tax (1.6) 0.9 1.8 0.0 0.0 (1.9)  Net debt/(cash) inc. leases ($ m) 0.4 0.8 1.0 (1.6) (5.4) (13.3)
Profit attributable to minorities 0.0 0.0 0.0 0.0 0.0 0.0 ROIC post-tax (%) 0.0 N/A N/A N/A 64.5 108.3
Normalised profit to holders 9.1) (3.7) 1.7 (0.7) 4.4 7.5
One off items (post-tax) (13.4) 0.0 0.0 0.0 0.0 0.0 Instruments FY23 FY24 FY25 FY26E FY27E FY28E
Reported profit to holders (22.5) 3.7) 1.7 (0.7) 4.4 7.5 Pharma instruments BOP 0 1 2 13 25 50
Instruments sold 1 1 11 12 25 35
Per share metrics FY23 FY24 FY25 FY26E FY27E FY28E Instruments discontinued 0 0 0 0 0 0
EPS diluted - adjusted (¢ps) (2.76) (0.40) 0.08 (0.03) 0.20 0.35 Pharma instruments EOP 1 2 13 25 50 85
EPS diluted (¢ps) (6.83) (0.40) 0.08 (0.03) 0.20 0.35  Instruments on lease (avg) 0 0 1 1 1 1
DPS (¢ps) 0.0 0.0 0.0 0.0 0.0 0.0 Instruments with software fees (avg) 3 3 3 11 30 60
Franking (%) 0.0 0.0 0.0 0.0 0.0 0.0 Instruments with maintenance fees (avg) 3 1 12 23 42 72
Net assets (¢ps) 0.0 0.3 0.3 0.4 0.6 0.9
Shares on issue - avg. basic (m) 330 935 1,678 1,968 2,169 2,169 sales ($m) FY23 FY24 FY25 FY26E FY27E FY28E
Shares on issue - avg. diluted (m) 330 935 2,169 2,169 2,169 2,169 Instrument leasing 0.0 0.0 0.1 0.1 0.1 0.1
Software licence fees 0.2 0.2 0.2 0.8 23 4.7
Cash Flow Statement ($m) FY23 FY24 FY25 FY26E FY27E FY28E Maintenance revenue 0.1 0.0 0.4 0.9 1.6 2.8
Normalised EBITDA 3.7) (4.0) 0.2 0.3 6.4 12.4  Recurring revenue 0.3 0.2 0.8 1.8 4.0 7.7
Cash interest 0.0 0.0 0.0 0.0 0.0 0.0  Instrument sales 1.0 0.3 4.6 6.4 13.6 19.4
Cash tax 0.0 0.0 0.0 0.0 0.0 (1.9)  Other revenue 0.6 0.7 0.1 0.0 0.0 0.0
Working capital/other 23 0.4 0.9 (0.4) (1.1) (1.1)  Revenue 2.1 1.3 5.5 8.2 17.6 27.0
Operating Cash Flow (1.4) 3.7) 1.2 (0.1) 53 9.4
Capex (0.3) (0.0) (2.3) (0.5) (1.5) (1.5)  Growth and margins (%) FY23 FY24 FY25 FY26E FY27E FY28E
Finance leases (0.2) (0.2) (0.2) 0.0 0.0 0.0  Recurring revenue growth -18 243 128 119 90
Free Cash Flow (1.9) (3.9) (1.4) (0.6) 3.8 7.9 Revenue growth -41 335 50 114 54
Acquisitions 0.0 0.0 0.0 0.0 0.0 0.0  Gross profit growth -35 258 62 114 57
Dividends 0.0 0.0 0.0 0.0 0.0 0.0  Operating cost growth 1 -12 25 20 25
Net Borrowings 0.7) (1.4) (0.8) (1.0) 0.0 0.0 EBITDA growth NA N/A 30 2148 93
Equity raised 1.8 5.6 1.1 3.2 0.0 0.0  Gross margin 80 88 73 78 78 80
Net increase/(decrease) cash (0.8) 0.3 (1.1) 1.6 3.8 7.9  Operating cost margin 260 447 90 75 42 34
Cash at beginning 2.8 20 23 1.3 28 6.6  EBITDA margin -174 -322 4 3 36 46
Cash at end 2.0 23 1.3 2.8 6.6 14.6  EBIT margin
Balance Sheet ($m) FY23 FY24 FY25 FY26E FY27E FY28E
Cash 2.0 23 1.3 2.8 6.6 14.6
Receivables 0.5 0.6 1.5 20 3.4 52
Inventory 15 1.6 1.4 2.0 3.9 5.2
Other current assets 0.8 1.0 1.1 11 1.1 1.1
Current Assets 4.8 5.5 53 8.0 14.9 26.0
Property, Plant & Equipment 0.1 0.0 0.0 0.0 0.0 0.0
Intangibles 0.0 0.0 24 1.9 14 (0.1)
Right-of-use Assets 1.6 1.4 1.2 1.2 1.2 1.2
Other non current assets 0.9 1.0 1.8 1.8 1.8 1.8
Non Current Assets 25 24 5.5 5.0 4.5 3.0
Total Assets 7.4 7.9 10.8 13.0 19.4 29.0
Trade and other payables 1.2 0.9 1.1 1.8 3.9 5.9 Directors and Key Management Personnel Position Shares Holding
Lease liabilities 1.6 1.5 1.2 1.2 1.2 1.2 Rebecca Wilson Non-Executive Chair 20.4m 1.1%
Debt 0.8 1.7 1.0 0.0 0.0 0.0 Brent Barnes CEO and MD 135.7m 71%
Provisions and other 3.9 1.4 1.8 1.8 1.8 1.8 Daniel Hill NED 212.7m 11.1%
Total Liabilities 7.5 5.5 5.1 4.8 6.9 9.0 lan Wisenberg NED 0.0m 0.0%
Shareholder Funds (0.1) 24 5.6 8.1 12.5 20.0 Raymond Ridge CFO and Company Secretary 33.6m 1.8%

Source: Company data, Blue Ocean Equities forecasts.
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Disclaimer

This report is published by Blue Ocean Equities to its wholesale clients by way of general, as opposed to
personal, advice. This means it has been prepared for multiple distribution without consideration of your
investment objectives, financial situation and needs (“Personal Circumstances”). This is particularly the case
for non-wholesale investors who by definition cannot by clients of Blue Ocean Equities. Accordingly, the advice
given is not a recommendation that a particular course of action is suitable for you and the advice is therefore
not to be acted on as investment advice. You must assess whether or not the advice is appropriate for your
Personal Circumstances before making any investment decisions. You can either make this assessment
yourself, or if you require a personal recommendation, you can seek the assistance of your Blue Ocean
Equities client adviser. This report is provided to you on the condition that it not be copied, either in whole or
in part, distributed to or disclosed to any other person. If you are not the intended recipient, you should destroy
the report and advise Blue Ocean Equities that you have done so. This report is published by Blue Ocean
Equities in good faith based on the facts known to it at the time of its preparation and does not purport to
contain all relevant information with respect to the financial products to which it relates. The research report
is current as at the date of publication until it is replaced, updated or withdrawn. Although the report is based
on information obtained from sources believed to be reliable, Blue Ocean Equities does not make any
representation or warranty that it is accurate, complete or up to date and Blue Ocean Equities accepts no
obligation to correct or update the information or opinions in it. If you rely on this report, you do so at your
own risk. Any projections are indicative estimates only and may not be realised in the future. Such projections
are contingent on matters outside the control of Blue Ocean Equities (including but not limited to market
volatility, economic conditions and company-specific fundamentals) and therefore may not be realised in the
future. Past performance is not a reliable indicator of future performance. Except to the extent that liability
under any law cannot be excluded, Blue Ocean Equities disclaims liability for all loss or damage arising as a
result of any opinion, advice, recommendation, representation or information expressly or impliedly published
in or in relation to this report notwithstanding any error or omission including negligence.
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Chapter 7 of the Corporations Law may receive
commissions, underwriting and management fees
from transactions involving securities referred to in
this document, and may from time to time hold
interests in the securities referred to in this
document.

Blue Ocean Equities Pty Limited and associates
may hold securities in the companies mentioned at
the date of this report and this position may change
at any time without notice.

The author of this report does not own shares in
Clever Culture Systems Ltd.
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