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AtCor Medical Holdings Limited (ACG) Speculative Buy 
Grows FY09 Product Sales by 74% $0.18 
 
Thomas Duthy PhD MBA 
tduthy@taylorcollison.com.au 
+61 2 9377 1500 
 
Summary 
Market Capitalisation (M) $18.0
Share Price $0.18
Price Target $0.30
52 Week High $0.24
52 Week Low $0.09
Av. Monthly Volume (Yr Rolling)(M) 1.4
Cash as at 30/6/09 (M) $3.4
Est. Cash Burn Per Quarter (M) n/a
NTA Per Share $0.06
 

Key Financials (A$’000) 
 

2008 2009 2010 
Year End 

Actual Est. Est. 

Product Sales 6,451 11,216 13,557 

Total Revenue 7,363 12,337 14,200 
COGS (1,286) (1,738) (2,101) 
Net Op. Rev (3,579) (1,467) (295) 

EBITDA (3,997) (1,688) (338) 
EBIT  (4,145) (1,828) (470) 

Reported Profit (3,793) (1,606) (428) 
    

Reported EPS (c) (3.8) (1.6) (0.4) 
PE Ratio (x) n/a n/a n/a 
ROE (%) -49.4% -28.7% -8.5% 
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Key Points 

AtCor has reported preliminary (unaudited) FY09 financial results 
with an NPAT loss expected to be $1.6m, below expectations. 

FY09 sales of $11.2m were up 73.9% on pcp and in line with 
expectations and management guidance. 

On a constant currency basis, sales were up 47% on pcp. 

Gross margins of 84.5% were up 400bps on pcp and 200bps ahead 
of expectations. 

Company expects continued strong growth in FY10. 

Installed base of >2,000 SphygmoCor® systems at present.  

Our View 
• The resilience of the pharma clinical trial sales/service model, during 

FY09 despite economic headwinds, was encouraging.  This is 
reflected in the Company reporting a 99% increase in sales to pharma 
companies on pcp. In our view, this highlights the growing importance 
of central pressure measures in clinical drug development, both as a 
safety tool, but also a key drug differentiator, given this pressure 
measurement offers superior predictive measures of cardiovascular 
risk and central drug effects than standard peripheral (cuff) measures. 
The product and service offering may be further enhanced by the 
introduction by AtCor of the WISDOM system in 4Q09, allowing 
SphygmoCor® test results to be transferred instantaneously at the 
click of button for quality review, processing and transmittal to trial 
sponsors.  We anticipate significant further contracts during FY10. 

• Albeit off a low base in our view, clinical practice sales grew 46% on 
pcp.  We believe the majority of these sales were based in the US.  
We do note limited private payer reimbursement is available to 
clinicians who utilise an unlisted CPT code in the US 93799 “unlisted 
cardiovascular service or procedure”.  The Company continues to 
invest resources in securing local reimbursement decisions (state 
based), which build the dossier for targeting a national reimbursement 
filing with the American Medical Association (AMA). The Company has 
not issued guidance on filing dates for CPT 1 coding at present.  

• Despite sales guidance being met, we have revised our FY09 NPAT 
loss estimate down by 100.8% to $1.6m, reflecting higher than 
anticipated product development expenditures, though partially offset 
by better than expected gross margins. Despite the loss, we note net 
cash generation of $0.1m was recorded for FY09, reflecting operating 
cash outlays of $0.64m and $0.7m in director loan repayments.  A 
further $1.1m is expected from director loan repayments in FY10.  We 
have adjusted our FY10 NPAT expectations from $0.6m to a $0.4m 
NPAT loss, on higher product development and clinical trial 
expenditure assumptions. AtCor currently trades on an FY09 EV/sales 
multiple of 1.3x and a forecast 1.1x FY10 EV/sales.  As a result of a 
lower than expected FY10 outlook, we have cut our blended valuation 
price target by 10% to $0.30.  We continue with our Speculative Buy 
recommendation.   
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APPENDIX 1 – Changes to Forecasts 
 
Changes to Forecasts

Previous Revised Change Previous Revised Change Previous Revised Change
Product Sales ($m) 11.2 11.2 0.1% 13.7 13.6 -1.0% 16.6 18.2 9.8%

EBITDA ($m) (0.9) (1.7) 87.6% 0.7 (0.3) -148.2% 3.4 3.5 2.7%
EBIT ($m) (1.0) (1.8) 82.8% 0.6 (0.5) -178.3% 3.2 3.3 4.2%
NPAT ($m) (0.8) (1.6) 100.8% 0.7 (0.4) -161.1% 3.4 3.4 1.3%
 EPS  (c) (0.8) (1.6) 100.8% 0.7 (0.4) -161.1% 3.4 3.4 1.3%

Source: Taylor Collison estimates

FY09E FY10E FY11E

 
  
ACG - Summary of Forecasts ACG 0.18$          

PROFIT & LOSS SUMMARY (A$000s) BALANCE SHEET SUMMARY
Period FY07A FY08A FY09E FY10E FY11E FY12E Period FY07A FY08A FY09E FY10E FY11E FY12E
Product Sales 4,859 6,451 11,216 13,557 18,219 21,443 Cash 6,999 3,316 3,416 3,870 5,941 10,918
growth (%) 45.7% 32.8% 73.9% 20.9% 38.0% 32.0% Receivables 1,446 1,877 3,028 1,762 3,644 4,289

Total Revenue 5,736 7,363 12,337 14,200 18,327 21,704 Pre Paymenrs 0 0 0 0 0 0
Cost of Goods Sold (1,011) (1,286) (1,738) (2,101) (2,824) (3,324) Inventories 383 401 785 949 1,275 1,501

Gross Margin 79.2% 80.1% 84.5% 84.5% 84.5% 84.5% Investments 0 0 0 0 0 0
Total Operating Expenses (10,987) (10,942) (13,804) (14,495) (14,728) (16,099) Other 196 100 159 159 159 0

Net Operating Revenue (5,251) (3,579) (1,467) (295) 3,600 5,605 Total Current Assets 9,024 5,694 7,388 6,740 11,019 16,708
Direct R&D Expenses 0 0 0 0 0 0 Investments 0 0 0 0 0 0

EBITDA (5,917) (3,997) (1,688) (338) 3,492 5,344 Inventories 0 0 0 0 0 0
Dep'n/Other Amort'n (162) (148) (140) (132) (157) (169) Receivables* 1,828 1,684 0 0 0 0

EBIT (6,079) (4,145) (1,828) (470) 3,335 5,175 Property Plant & Equip 284 350 381 475 528 527

Net Interest 666 418 221 42 108 260 Intangibles 268 222 173 147 125 106
Pre-Tax Profit (5,413) (3,727) (1,606) (428) 3,443 5,436 Other 0 0 0 0 0 0

Tax Expense 230 (66) 0 0 0 0 Total Non-Current Assets 2,380 2,256 554 622 653 634
Minorities 0 0 0 0 0 0 TOTAL ASSETS 11,404 7,950 7,942 7,362 11,672 17,341
NPAT (5,183) (3,793) (1,606) (428) 3,443 5,436 Accounts Payable 1,985 1,953 2,633 2,440 3,279 4,074
  Growth (pcp) -29.4% 26.8% 57.6% n/a 68.5% 0.0% Revenue in Advance 0 0 0 0 0 0

Net Abnormals 0 0 0 0 0 0 Borrowings 0 0 0 0 0 0
Reported Profit (5,183) (3,793) (1,606) (428) 3,443 5,436 Deferred Tax Liabili ties 0 0 0 0 0 0

Provisions 19 19 56 68 91 107
PER SHARE DATA Total Current Liab 2,004 1,972 2,690 2,508 3,371 4,181

Period FY07A FY08A FY09E FY10E FY11E FY12E Borrowings 0 0 0 0 0 0
Reported EPS (c) (5.2) (3.8) (1.6) (0.4) 3.4 5.4 Provisions 18 17 20 20 20 0

  Growth (pcp) n/a -26.8% -57.6% n/a -905.3% 57.9% Other 0 0 0 0 0 0

EPS Pre-Net R&D (c) (5.4) (4.3) (2.2) (1.0) 3.4 5.4 Total Non-Current Liab 18 17 20 20 20 0
  Growth (pcp) n/a -20.5% -48.5% n/a -435.1% 57.9% TOTAL LIABILITIES 2,022 1,989 2,710 2,528 3,391 4,181
Dividend (c) 0.0 0.0 0.0 0.0 0.0 0.0 TOTAL EQUITY 9,382 5,961 5,232 4,834 8,282 13,160
Franking 0% 0% 0% 0% 0% 0% * Assumes director  loans repaid in FY10
Gross CF per Share (c) (4.6) (3.5) 0.1 0.6 2.2 5.5
NTA per share (c) 9.1 5.7 5.1 4.7 8.2 13.1 CASH FLOW SUMMARY

Period FY07A FY08A FY09E FY10E FY11E FY12E
KEY RATIOS EBIT (excl Abs/Extr) (6,079) (4,145) (1,828) (470) 3,335 5,175
Period FY07A FY08A FY09E FY10E FY11E FY12E Add:   Depreciation 121 102 102 110 138 153
EBITD/Sales Margin % -103.2% -54.3% -13.7% -2.4% 19.1% 24.6%             Amortisation 41 46 38 22 19 16

EBIT/Sales Margin % -106.0% -56.3% -14.8% -3.3% 18.2% 23.8%            Change in Pay. 597 (32) 680 (193) 839 795

Current ratio (x) 4.5 2.9 2.7 2.7 3.3 4.0            Change in Rev. in Ad. 0 0 0 0 0 0
Net Debt : Equity (%) -74.6% -55.6% -65.3% -80.0% -71.7% -83.0% Less: Tax paid 230 (66) 0 0 0 0

ROE (%) -43.6% -49.4% -28.7% -8.5% 52.5% 50.7%             Net Interest 666 418 221 42 108 260
Dividend Payout Ratio (%) n/a n/a 0.0% 0.0% 0.0% 0.0%            Change in Rec. (65) (287) 533 1,266 (1,881) (648)

           Change in Inv. (89) (18) (384) (164) (326) (226)
VALUATION MULTIPLES            Other (38) 504 709 0 0 0

Period FY07A FY08A FY09E FY10E FY11E FY12E Gross Cashflows (4,616) (3,478) 71 614 2,231 5,526
PE Ratio (x) n/a n/a n/a n/a 5.2 3.3 Capex (137) (168) (132) (160) (160) (200)

Dividend Yield (%) n/a n/a 0.0% 0.0% 0.0% 0.0% Free Cashflows (4,753) (3,646) (61) 454 2,071 5,326
EV/EBITDA (x) n/a n/a n/a n/a 3.5 1.3 Div idends Paid 0 0 0 0 0 0

EV/EBIT (x) n/a n/a n/a n/a 3.6 1.4 Exchange Rate Adjustments (59) (37) 161 0 0 0
Net Cash Flow (4,812) (3,683) 100 454 2,071 5,326

CAPITAL RAISING ASSUMPTIONS
Period FY07A FY08A FY09E FY10E FY11E FY12E
Shares Issued (m) 0.0 0.0 0.0 0.0 0.0 0.0

Issue Price (A$) 0.00 0.00 0.00 0.00 0.00 0.00
Cash Raised (A$m) 0.0 0.0 0.0 0.0 0.0 0.0  
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Disclaimer 
 
 
Warning (General Advice Only): Past performance is not a reliable indicator of future performance. This report is a private 
communication to clients and intending clients and is not intended for public circulation or publication or for the use of any third 
party, without the approval of Taylor Collison Limited ABN 53 008 172 450 ("Taylor Collison"), an Australian Financial Services 
Licensee and Participant of the ASX Group.  While the report is based on information from sources that Taylor Collison 
considers reliable, its accuracy and completeness cannot be guaranteed. This report does not take into account specific 
investment needs or other considerations, which may be pertinent to individual investors, and for this reason clients should 
contact Taylor Collison to discuss their individual needs before acting on this report. Those acting upon such information and 
recommendations without contacting one of our advisors do so entirely at their own risk. This report may contain "forward-looking 
statements". The words "expect", "should", "could", "may", "predict", "plan" and other similar expressions are intended to identify 
forward-looking statements. Indications of and guidance on, future earnings and financial position and performance are also 
forward looking statements. Forward-looking statements, opinions and estimates provided in this report are based on 
assumptions and contingencies which are subject to change without notice, as are statements about market and industry trends, 
which are based on interpretations of current market conditions. 
 
Any opinions, conclusions, forecasts or recommendations are reasonably held at the time of compilation but are subject to 
change without notice and Taylor Collison assumes no obligation to update this document after it has been issued.  Except for 
any liability which by law cannot be excluded, Taylor Collison, its directors, employees and agents disclaim all liability (whether in 
negligence or otherwise) for any error, inaccuracy in, or omission from the information contained in this document or any loss or 
damage suffered by the recipient or any other person directly or indirectly through relying upon the information.  
 
Disclosure: Analyst remuneration is not linked to the rating outcome. Taylor Collison may solicit business from any company 
mentioned in this report. For the securities discussed in this report, Taylor Collison may make a market and may sell or buy on a 
principal basis. Taylor Collison has been retained by the Company to provide ongoing corporate advisory services. Taylor 
Collison, or any individuals preparing this report, may at any time have a position in any securities or options of any of the 
issuers in this report and holdings may change during the life of this document.  As at the date of release of this research report, 
Taylor Collison, it's Director's and staff collectively have a significant interest in ACG. 
 
Analyst Interests: The Analyst(s) may hold the product(s) referred to in this document, but Taylor Collison Limited considers 
such holdings not to be sufficiently material to compromise the rating or advice. Analyst(s)’ holdings may change during the life 
of this document. 
 
Analyst Certification: The analyst(s) certify that the views expressed in this document accurately reflect their personal, 
professional opinion about the financial product(s) to which this document refers. 
 
Date Prepared: July 2009 
 
Analyst: Thomas Duthy 
 
Release Authorised by: David Whiting 

 

 


