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PTQ announced that it has closed a $31.8 million financing that included
a share at $1.15 and a half warrant at $1.60. The financing included
$1.07 million participation by the management team.
Prior to this raise, PTQ had ~$13 million in cash. Now, including this new
raise, the company has ~$44 million in cash – the strongest financial
position in its history. Counting the $15 million convertible debenture (@
$1.30) as equity, the company has ~$0.35/share in cash, which
represents ~30% of its current market cap (not including the lease
liabilities as debt).
Its now strong balance sheet augments its recent strong fundamental
performance in which the company reported record quarterly results
(Q2/FY20) in terms of revenue ($24.1m, +15% y/y and +6% q/q) during
which it also reported its strongest ever EBITDA margin at 20.4%.
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Heading into Q3/FY20, which starts tomorrow, and beyond, we believe
PTQ is poised to continue its strong growth and margin profile. In
particular:
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a)
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b)

Given the COVID tailwinds, we believe PTQ’s respiratory product
line, including vents and oxygen, should continue to see above
average growth;
CMS has excluded non-invasive vents (NIV) from the 2021
competitive bidding program. This product line represents ~17% of
its revenue. This is extremely positive in terms of revenue and margin
visibility and stability;

c)

The Canadian dollar in its Q3 has weakened by 4.5% versus the
average FX rate in Q2 period ($1.40 versus $1.34). Given PTQ’s
business is 100% based in the United States yet it reports in
Canadian dollars, the weaker C$ will act as another tailwind to the
results;

d)

PTQ has ~$44 million in cash against the $15 million convertible
debentures noted above as well as ~$16 million in lease liabilities
(primarily on its monitoring equipment). One year ago, it had a net
debt position of ~$24 million. While the company has made some
smaller acquisitions over the past year, even with its less than ideal
balance sheet at that time, we would now expect such a program
to greatly accelerate, both in terms of quality of targets as well as
the size of the targetco’s revenue profile. Recall that its last 2
acquisitions were valued at 0.5x sales. While we may not expect
future transactions to be this cheap, we believe its cash hoard
could buy well over $10 million in EBITDA. Such accretive
acquisitions are not factored into our current forecast.

•

Based on the current price of $1.13, the stock is trading at 5.7x LQA
EBITDA and 4.7x our FY21 forecast. Its peers are trading at over 11x FY21
forecast while other “COVID tailwind” stocks, such as Resmed (RMD – US,
NR), a vent manufacturer, trades at 28x EV/EBITDA. Note that PTQ’s main
peer group of Viemed (VMD – T, Buy, C$15.50 TP), Resmed and
AdaptHealth (AHCO – US, NR who announced a US$100 million
financing yesterday) have all recently traded at all-time highs.

•

We maintain our Buy recommendation and $2.50 target price.
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About the Company

PTQ is focused on a highly fragmented and developing market of small
privately- held US companies servicing chronically ill patients with multiple
disease states. PTQ is actively working to identify and evaluate profitable,
annuity- based companies to acquire their patient databases and technical
expertise at favorable prices. PTQ's post acquisition organic growth strategy is
to increase annual revenue per patient by offering multiple services to the same
patient, consolidating the patient's services and making life easier for the
patient.
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