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•

PTQ announced this morning that it has closed its previously announced
LOI to acquire Health Technologies Resources (HRT), a Chicago-based
respiratory company with a strong focus on non-invasive vents (NIV).

•

On a trailing basis, HRT reported revenue of $5.5 million with EBITDA of $1.65
million (30%). Post integration, PTQ believes the company will contribute
$1.8-$2.0 million of incremental EBITDA.

•

Under the terms of the definitive purchase agreement, PTQ will acquire HTR
for total cash consideration of $5.4 million, which equates to 1x trailing sales
and less than 3x incremental EBITDA. Consequently, the acquisition is
significantly accretive to PTQ.

•

We believe the acquisition of HTR is very significant on a few fronts:
a)

b)

c)

d)

Accretive: Firstly, as noted above, the transaction is very accretive to
PTQ. We had not previously modeled it as we preferred to wait until it
closed. As such, we are raising our FY20 (1 quarter of contribution)
and FY21 (full-year contribution) forecasts. In particular, we now model
rev/EBITDA for FY20 of $102.4m/$21m (was $101.1m/$20.7m) and
$120.2m/$27.1m (was $113.2m/$24.9m). Given the purchase price was
paid in cash, the transaction is immediately accretive to EBITDA/share.
Increases Exposure to NIV: Prior to this transaction, NIV represented
~17% of PTQ’s revenue. HTR has ~33% exposure to NIV. As such, PTQ’s
exposure to the higher margin NIV segment is expanded, which has
the impact of “dragging up” PTQ’s over EBITDA margin (+60 basis
points in FY21). Recall that NIV is major growth market (less than 10%
adoption of late-stage COPD patients despite significant data
showing strong efficacy). Furthermore, NIV is NOT being included in the
2021 competitive bidding program, which should ensure the
sustainability of the margins.
Extends Geographic Reach to Chicago: PTQ is predominantly focused
on the mid-west and north-east. This transaction extends its
geographic reach to the Chicago area – the 3rd largest metro area in
the United States. This should make for significant cross-selling
opportunities.
Balance Sheet Still in Great Shape to Fund More Acquisitions: Prior to
this transaction, PTQ had $45 million in cash. Its only debt is a $15m
convertible debenture (@ $1.30) and capital leases. After spending
$5.4 million on this transaction, PTQ will still have ~$40 million in cash for
future acquisitions. Note that we have not factored any further
acquisitions into our model.

•

As we noted in our last note, we are very pleased with the progress PTQ has
made in its free cash flow generation. In particular, we noted the strong
EBITDA flow-through in its Q3/FY20 (June) results. It has now layered on a
materially accretive acquisition, which has caused us to raise our FY20 and
FY21 revenue/EBITDA as noted above. The stock continues to trade at a
massive 50-65% discount to its immediate peer group who trade at 10-13x
FY21 EBITDA. PTQ trades at 4.5x.

•

Based on our increased FY21 EBITDA forecast, we are raising our target
price to $2.70 (was $2.50). We continue to have an upward bias to our
forecast and thus target price upon additional accretive acquisitions.

(was $2.50)

Recent/Closing Price

$1.18

12-month Target Price

$2.70

Potential Return

129%
$0.47 - $1.35

52 Week Price Range
Estimates
YE: Sept. 30

FY19

FY20e

FY21e

Revenue ($MM)

$81.0

$102.4

$120.2

EBITDA ($MM)

$14.9

$21.0

$27.1

Adj EPS

-$0.11

-$0.01

$0.07

Valuation
FY19

FY20e

FY21e

EV/Sales

1.5x

1.2x

1.0x

EV/EBITDA

8.2x

5.8x

4.5x

-

-

18.1x

P/E

Stock Data (MM)
Shares Outstanding
Basic

111

FD

149
Market Cap (C$)

Basic

$131

FD

$175

Net Cash
EV (C$)

$9
$122
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.
All prices in C$ unless otherwise stated
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Total

#Stocks
54
11
1
1
11
0
78

Distribution
69.2%
14.1%
1.3%
1.3%
14.1%
0.0%
100%

BUY
Speculative Buy
Hold
Sell
Under Review
Tender

Total 12-month return expected to be > 15%
Potential 12-month return is high (>15%) but given elevated risk, investment could result in a material loss
Total 12-month return is expected to be between 0% and 15%
Total 12-month return is expected to be negative
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