Tyro Payments weekend update
IMPORTANT – Disclaimer on Page 7
January 19, 2021 – Today Tyro Payments released an update to the market surrounding Viceroy’s report, date
January 15, 2021.
Extent of Impact & Functional Terminals & Communications: Viceroy’ estimates were based on hundreds of
channel checks to stores. Clearly, we do not have visibility to gage exact numbers. Tyro also does not appear to
know how many terminals have been bricked, as figures have increased since their first announcement on the
ASX (7 January 2021 – 5%), and their second announcement on the ASX (13 January 2021 – 19%). We will
evidence this further in our update below.

Tyro compares the number of merchants affected to the number of terminals bricked, and in no way can these
figures even be compared. Due to Tyro’s exposure to the hospitality sector the terminals per merchant may vary
greatly. Considering the company has provided no transparency on the number of terminals out of operation,
we believe they have effectively surveyed merchants to arrive at their figures.

Tyro has also not advised if churned customers were excluded from the denominator.

We also urge investors to read the Tyro Status Update page and communications to customers. After stripping
out apologies, non-statements and promises to come back with more information there is not much content
left. Customers had to wait 4 days for a recovery plan and have had precious little information since. The largest
content update was released this morning, and arguably only in response to Viceroy Research
Cause of Incident: Tyro claims that the “event” was caused by terminal platform software supplied by Worldline.
We note that no other worldline machines appear to be affected to the great joy of the Australian consumer. To
suggest that Tyro alone is affected by a manufacturer-based fault, that no other customer of that manufacturer
has experienced is not a clear explanation.
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Repair costs: Our estimates, per our report, were based on a full replacement of terminals. This was expensive,
and we rightly cited this as the reason Tyro did not simply replace all terminals. Tyro has not updated the market
in relation to costs incurred in replacement, not has it indicated a compensation provision has been established.

Gift cards: Our extensive channel checks with Westfield Centres across Australia told us that it was the case that
Westfield gift cards were not functioning properly. Posing as customers, this was the advice we were given.
Clearly this was not communicated clearly by either party.

Disaster Recovery plan: We will not argue over the subjective efficacy of Tyro’s disaster recovery plan.

Collection effort: We detail below the results of a consultation with an POS terminal industry expert regarding
the timeframe and expense of the collection efforts. The costs incurred by contracting 255 personnel are not a
basis for results, as collection efforts remain slow. Further there are several bottlenecks involved with this
operation, the greatest of which is the hardware required to update these terminals and the logistics of
collection and distribution.
Fleet Age: Obfuscation. Fleet age is not product offering. Tyro terminals are dinosaurs compared to innovative
competitors.
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Financial Analysis
Viceroy’s analysis was provided to break out the performance of the business that generates >90% of Tyro’s
revenues and losses. We stand by this analysis, and present it below.

Figure 1 Viceroy Analysis

We take issue with many sell-side “DCF” valuations on Tyro, which would require the largest amount of financial
gymnastics we’ve ever seen to justify a >$2b valuation. There is simply no cash flow to discount for the
foreseeable future.
Viceroy does not believe Tyro’s revenue stream is particularly valuable either. The antiquated model of
merchant terminals provided by Tyro is so unappealing, Bendigo & Adelaide bank effectively handed over their
merchant acquiring business to Tyro for a profit share1.
Tyro’s IP does not seem particularly valuable and has very little moat in an industry where innovative players
are coming in hot. If anything, Tyro should be valued more like a bank than a fintech business.
Finally, Tyro has proved it does not deserve recognition for being any more dependable than other payment
terminal providers. In fact, it has proved the opposite.

1

https://www.bendigobank.com.au/media-centre/bendigo-bank-announces-new-agreement-with-tyro/
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Viceroy Weekend Update
The situation at Tyro appears to have gotten worse according to further due diligence conducted by Viceroy
Research over the weekend. Putting aside the irony of being more forthcoming with their investors than their
customers, our research showed:
▪

Tyro customers reported to us that their systems failed over the weekend of 17-18, indicating an ongoing
issue.

Figure 2 Correspondence with Tyro Customer

▪

Industry experts told Viceroy that the continued failures mean that this is likely a firmware issue and will
take considerable time to fix. They suggested that the cause of the bricking was likely a software update
that negatively affected the terminal firmware, likely due to a lack of testing before deployment.
- Burning new firmware onto the machines is a time-intensive process that requires each terminal
to be updated individually while connected to a desktop computer as well as specialized protocols
and equipment. These firmware burns require a JTAG physical hardware interface and there are
limited options to conduct simultaneous burns which Viceroy have been reliably told that neither
Amtek nor Tyro are using.

▪

Industry experts estimated the turnaround time to be roughly half an hour per terminal per person but
notes that Amtek is unlikely to have more than a few workstations considering the highly specialized nature
of this equipment.

▪

One Tyro customer known to Viceroy informed us that they had been cold-called by Amtek who were
apparently unaware whether or not the customer’s machine was actually broken. This gives weight to our
belief that Tyro’s has no real idea of which terminals, and how many terminals, are bricked.

Figure 3 Correspondence with Tyro Customer
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▪

While Tyro claims to be working 24/7 until we have completely resolved the issue, a Saturday night visit to
Amtek’s Melbourne office showed no activity inside and no cars parked outside. We were also informed
that the cost of running a team of technicians would be prohibitively expensive.

▪

These newer failures are likely to be caused by the same update that caused the original bricking being
downloaded by terminals on different update schedules.

▪

Meanwhile, Tyro customers continue to raise hell on every review and social media platform with the
Merimbula Chamber of Commerce going so far as to warn businesses against using them.

Figures 4 & 5 Photos taken at Amtek’s Melbourne Location at 11:30pm AEST on January 16, 2021

Figure 6 Merimbula Chamber of Commerce Facebook Page

▪

On 18 January 2021, Tyro released its weekly trading update to the market which lays bare the impact the
outage is having on their operations. We present our analyses of these trading updates below. As can be
seen Tyro’s growth trajectory continued to flatten to say nothing of the underlying churn from the outage.
Tyro Payments TTV Analysis - Viceroy Research
D/D
TTV (AUDm)
Starting
Ending
2021
2020
%
01-Dec-2020
31-Dec-2020
2,626
2,206
19.0%
01-Jan-2021
08-Jan-2021
490
436
12.4%
01-Jan-2021
12-Jan-2021
704
685
2.8%
09-Jan-2021
12-Jan-2021
214
249
-14.1%
09-Jan-2021
15-Jan-2021
430
414
3.9%

Tyro Payments TTV Analysis - Viceroy Research
SD/D
TTV (AUDm)
Starting
Ending
2021
2020
%
01-Dec-2020
31-Dec-2020
2,626
2,206
19.0%
01-Jan-2021
08-Jan-2021
490
477
2.7%
01-Jan-2021
12-Jan-2021
704
696
1.1%
09-Jan-2021
12-Jan-2021
214
219
-2.3%
09-Jan-2021
15-Jan-2021
430
417
3.1%

Affected TTV Calculations @ 15 Jan
Viceroy CY20 Growth Estimate
January "bricked" yoy volume
Loss

20.0%
3.9%
-13.4%

25%
3.9%
-16.9%

30%
3.9%
-20.1%

Affected TTV Calculations @ 15 Jan
Viceroy CY20 Growth Estimate
20.0%
January "bricked" yoy volume
3.1%
Loss
-14.1%

25%
3.1%
-17.5%

30%
3.1%
-20.7%

Affected TTV Calculations @ 12 Jan
Viceroy CY20 Growth Estimate
January "bricked" yoy volume
Loss

20.0%
-14.1%
-28.4%

25%
-14.1%
-31.2%

30%
-14.1%
-33.9%

Affected TTV Calculations @ 12 Jan
Viceroy CY20 Growth Estimate
20.0%
January "bricked" yoy volume
-2.3%
Loss
-18.6%

25%
-2.3%
-21.8%

30%
-2.3%
-24.8%

Figure 7 Tyro Payments TTV Analysis
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▪

Many customers Viceroy spoke to reported inconsistent communications and pickup efforts by the company
with some merchants reporting that their terminals had been collected over a week ago with no
replacement having been issued.

To conclude, it appears that Tyro have crucially mismanaged their risks as stated in their prospectus. This system
outage appears not to be a natural disaster or an event beyond their control but the product of failure to
innovate and monitor.

Figure 8 Tyro Payments Prospectus

Tyro Payments are more concerned with the price of their equities than the functionality of their products.
Communications so far to both investors and the market have been opaque and downplay the significance, both
financial and operational, of the ongoing situation. We stand by our research and look forward to the company’s
response.
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Attention: Whistleblowers
Viceroy encourage any parties with information pertaining to misconduct within Tyro Payments, its affiliates, or any other
entity to file a report with the appropriate regulatory body.
We also understand first-hand the retaliation whistleblowers sometimes face for championing these issues. Where possible,
Viceroy is happy act as intermediaries in providing information to regulators and reporting information in the public interest
in order to protect the identities of whistleblowers.
You can contact the Viceroy team via email on viceroy@viceroyresearch.com.
About Viceroy
Viceroy Research are an investigative financial research group. As global markets become increasingly opaque and complex
– and traditional gatekeepers and safeguards often compromised – investors and shareholders are at greater risk than ever
of being misled or uninformed by public companies and their promoters and sponsors. Our mission is to sift fact from fiction
and encourage greater management accountability through transparency in reporting and disclosure by public companies
and overall improve the quality of global capital markets.

Important Disclaimer – Please read before continuing
This report has been prepared for educational purposes only and expresses our opinions. This report and any statements
made in connection with it are the authors’ opinions, which have been based upon publicly available facts, field research,
information, and analysis through our due diligence process, and are not statements of fact. All expressions of opinion are
subject to change without notice, and we do not undertake to update or supplement any reports or any of the information,
analysis and opinion contained in them. We believe that the publication of our opinions about public companies that we
research is in the public interest. We are entitled to our opinions and to the right to express such opinions in a public forum.
You can access any information or evidence cited in this report or that we relied on to write this report from information in
the public domain.
To the best of our ability and belief, all information contained herein is accurate and reliable, and has been obtained from
public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered
herein or who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer. We have a good-faith belief in
everything we write; however, all such information is presented "as is," without warranty of any kind – whether express or
implied.
In no event will we be liable for any direct or indirect trading losses caused by any information available on this report. Think
critically about our opinions and do your own research and analysis before making any investment decisions. We are not
registered as an investment advisor in any jurisdiction. By downloading, reading or otherwise using this report, you agree to
do your own research and due diligence before making any investment decision with respect to securities discussed herein,
and by doing so, you represent to us that you have sufficient investment sophistication to critically assess the information,
analysis and opinions in this report. You should seek the advice of a security professional regarding your stock transactions.
This document or any information herein should not be interpreted as an offer, a solicitation of an offer, invitation, marketing
of services or products, advertisement, inducement, or representation of any kind, nor as investment advice or a
recommendation to buy or sell any investment products or to make any type of investment, or as an opinion on the merits
or otherwise of any particular investment or investment strategy.
Any examples or interpretations of investments and investment strategies or trade ideas are intended for illustrative and
educational purposes only and are not indicative of the historical or future performance or the chances of success of any
particular investment and/or strategy. As of the publication date of this report, you should assume that the authors have a
direct or indirect interest/position in all stocks (and/or options, swaps, and other derivative securities related to the stock)
and bonds covered herein, and therefore stand to realize monetary gains in the event that the price of either declines.
The authors may continue transacting directly and/or indirectly in the securities of issuers covered on this report for an
indefinite period and may be long, short, or neutral at any time hereafter regardless of their initial recommendation.
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