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M&A Bolsters Ongoing Growth, Evident in Q3/21 Results
Quipt announced a timely acquisition in a high-value jurisdiction (Missouri), alongside its Q3/21 results for the period
ending on June 30th. This tuck-in adds $5.5M revenue to its current ~$105-110M revenue run-rate, at 0.4x revenue,
which is considerably less than its historical average purchase multiple of 0.7x revenue. On an EV/EBITDA basis, presynergies, we estimate the deal is 4x. Quipt trades at 8x 2022 EBITDA, whereas peers are at 14x. We value the Company
using an EV/EBITDA multiple relative to our 2022 estimate and after updating our model to account for the Q3/21 results
and its acquisition we now see the Company generating $29.5M in adj. EBITDA in 2022 (was $28.5M), representing a
23.2% EBITDA margin. We continue to use a 14x multiple to arrive at our target, which remains unchanged at $13.50,
representing a 77% upside from the prior close.
A conference call will take place today at 10:00 AM ET and can be accessed by dialing 1 (800) 309-4610 or (604) 6385340 or via webcast.

The Acquisition
•

Acquired Missouri-based provider of durable medical equipment with an over 40-year operating track record.

•

Paid $2.25M in cash. Adds $5.5M in revenue, and $1.1M adjusted EBITDA post-integration.

•

Adds three locations (now at 60, in 15 states), 15,000 active patients (now totaling 145,000), 1,500 unique referring
physicians (now totaling 18,500), along with important insurance contracts and decades of operating experience, in a
jurisdiction that has a high concentration of target patient groups relevant to the Company’s respiratory care
offerings.

Expanding Reach in Missouri is Notable, Given COPD Prevalence in the State, and Adjacent Regions: As noted in our
initiation last month, approximately 80% of Quipt's revenue relates to the treatment of respiratory diseases, and key
products include oxygen concentrators and non-invasive ventilators (NIV), which are used to treat conditions such as
asthma and chronic obstructive pulmonary disease (COPD).
The Company's expanded reach in Missouri is particularly notable as this is a region that has one of the highest levels of
COPD prevalence in the US (Figure 2B). On a per-physician basis, the Company should have access to more potential
patients.
Furthermore, the Company's positioning in Missouri significantly strengthens its overall interconnected healthcare
network and the newly expanded footprint in the state will serve as a foundation for other adjacent states (e.g.
Oklahoma, another state where COPD prevalence is high).

Q3/21 Results Reflect Robust Growth, at 41% Y/Y, 7% Organic
Quipt announced its Q3/21 results which came largely in line with our estimate for EBITDA, considering one-time listing
expense, while posting a slight miss on the top-line. Revenue was up 41% y/y (7% organic), coming in at $26.2M (Est.
$27.3M), and adj. EBITDA was $5.3M (Est. $5.6M) compared to $4.4M in Q3/20, representing a 21% increase year-overyear. Gross margin was impacted by revenue mix; relative to the prior quarter, rental revenue (typically higher margin),
made up a lower percentage of revenue, coming in at 52% of total revenue, vs 57% in Q2/21. Additionally, this quarter's
EBITDA was impacted by one-time costs related to the Company’s NASDAQ listing, however Quipt's operations continue
to maintain above-20% adj. EBITDA margin, as its 20.4% margin came closely in-line with our estimate of 20.5%. As
another sign of its prudent operational execution, we note that for the nine months ending June 2021, bad debt expense
was 8% compared to 10% for the corresponding period in 2020, an improvement of 2% that we believe reflects the
Company's ability to scale and add more revenue through add-on acquisitions without compromising its billing
capabilities. The Company ended the quarter with $30.6M in cash, and it spent ~$6.5M on its acquisitions subsequent to
the quarter. It also continues to have an undrawn $20M credit facility, which coupled with its cash on hand gives Quipt
ample firepower to execute on additional acquisitions in the remainder of this calendar year.

Valuation
After accounting for the quarterly results and the tuck-in acquisition, we continue to maintain our Buy rating and $13.50
target, which we derive using a 14x multiple, in-line with peers, while Quipt currently trades at 8x.

Please see Disclosures and Disclaimers at the end of this report.
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Figure 1 - Financial results summary
QIPT
FYE Sept-30
Values US$, Millions
Revenue
Gross Profit
Gross Profit Margin
Adj. EBITDA
Adj. EBITDA Margin

Year ago

Qtr Ago

Est.

Cons.

Act.

Q320

Q221

Q321

Q321

Q321

Est. vs
Act.

18.6
13.4
71.9%
4.4
23.7%

24.2
18.1
74.7%
5.4
22.2%

27.3
20.1
73.5%
5.6
20.5%

26.9
19.6
72.8%
6.1
22.6%

26.2
18.5
70.5%
5.3
20.4%

-1.1
-1.6
-3%
-0.3
0%

Source: Company Reports, Eight Capital
Figure 2 - Overview of Quipt's footprint (A), and the prevalence of COPD compared at the state level (B)
A

B

Source: Company Reports, CDC
Figure 3 - M&A summary
Date

Target

Aug 2021
Jul 2021
Jan 2021
Oct 2020
Aug 2020
Dec 2019
Oct 2019
Dec 2018
Sep 2018

Undisclosed entity
Combo of 3 undisclosed entities
Mayhugh’s Medical Equipment
SleepWell
Health Technology
Acadia Medical
Cooley Medical
Riverside Medical
Coastal Med-Tech

Consideration ($US) Deal Multiples
Rev. EBITDA
$2.3M
$4.2M
$4.5M
$11.0M
$4.1M
$1.7M
$3.0M
$0.2M
$0.6M

Average
Median

0.4x
0.8x
0.8x
1.1x
1.0x
0.6x
0.4x
0.3x
0.2x

4.1x
7.6x
5.0x
4.4x
3.3x
2.8x
2.5x
0.9x

0.6x
0.6x

3.8x
3.3x

Product/Service Offerings

Locations

Pre-Acquisition ($US)
Revenue EBITDA

Durable medical equipment
Respiratory services and durable medical equipment
Respiratory services and equipment
Sleep services
Respiratory services
Respiratory services
Respiratory services
Respiratory services and durable medical equipment
Respiratory services and durable medical equipment

Missouri
Missouri, Mississippi, Arkansas, California
Florida
Georgia, Ohio
Illinois
Maine
Kentucky
Tennessee
Maine

$5.5M
$5.5M
$5.5M
$9.9M
$4.2M
$3.0M
$6.8M
$0.6M
$3.1M

$0.6M*
$0.6M
$0.9M
$2.5M
$1.3M
$0.6M
$1.2M
$0.7M

*Estimated

Source: Company Reports, Eight Capital
Figure 4 - Financial outlook overview
2020
Act.

Q121
Act.

Q221
Act.

Q321
Act.

61.0 16.6 17.9 18.6 18.8 71.8
15%
7% 14% 23% 28% 18%

22.8
37%

24.2
36%

26.2
41%

43.3 12.0 13.1 13.4 13.7 52.1
70.9% 72.2% 73.3% 71.9% 72.8% 72.6%

16.7
73.3%

18.1
74.7%

Adj. EBITDA
Growth %
Adj. EBITDA Margin
Adj. EBITDA Consensus ($M)
Implied Cons. EBITDA Margin %

11.1
38%
18.3%

1.2
4.1
4.4
5.5 15.3
-56% 45% 57% 105% 37%
7.5% 23.2% 23.7% 29.1% 21.2%

5.1
313%
22.5%

EPS
EPS Consensus

-$0.26 -$0.22 $0.14 -$0.12 -$0.03 -$0.23

$0.04

QIPT-TSXV / NASDAQ
FYE Sept-30
US$, Millions , unless otherwise stated
Revenue
Growth %
Revenue Consensus
Implied Cons. Revenue Growth %
Gross Profit
Gross Profit Margin
Gross Profit Consensus
Implied Cons. Gross Profit Margin

2019 Q120 Q220 Q320 Q420
Act. Act. Act. Act. Act.

Q421
Est.

2021
Est.

2022
Est.

28.3
50%
29.4
56%
18.5
20.6
70.5% 73.0%
21.5
73.1%

101.5
41%
103.3
44%
73.9
72.8%
76.0
73.5%

127.2
25%
128.6
25%
94.5
74.3%
95.1
73.9%

5.4
29%
22.2%

5.3
21%
20.4%

5.8
6%
20.5%
6.8
23.3%

21.6
42%
21.3%
23.3
22.6%

29.5
36%
23.2%
30.8
23.9%

-$0.43

$0.19

$0.03
$0.05

-$0.16
-$0.15

$0.25
$0.32

Source: Company Reports, Eight Capital
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Disclosures and Disclaimers
This research report (as defined in IIROC Rule 3400) is issued and approved for distribution in Canada by Eight Capital, a
member of the Investment Industry Regulatory Organization of Canada, and the Canadian Investor Protection Fund. Eight
Capital accepts responsibility for the dissemination of this report. Non-client recipients of the research report should not
rely solely on the investment recommendations contained herein and should consult their own professional advisors. Eight
Capital will not treat any non-client receiving this report as its own. Institutional clients who require additional information
on securities discussed in this report should contact a qualified sales person at Eight Capital.
Eight Capital accepts no liability whatsoever for any loss arising from any use or reliance on this research report or the
information contained herein.
This research report is being provided only to institutional clients of Eight Capital and is intended for informational
purposes only. This research report is not an offer to sell or the solicitation of an offer to buy any of the securities
discussed herein. The information contained in this research report is prepared from publicly available information,
internally developed data and other sources believed to be reliable, but has not been independently verified by Eight
Capital. Eight Capital makes no representations or warranties with respect to the accuracy, correctness or completeness of
such information and they should not be relied upon as such.
All estimates, opinions and recommendations expressed herein constitute judgments as of the date of this research report
and are subject to change without notice. Eight Capital does not accept any obligation to update, modify or amend this
research report or to otherwise notify a recipient of this research report in the event that any estimates, opinions and
recommendations contained herein change or subsequently become inaccurate or if this research report is subsequently
withdrawn.
Past performance is not a guarantee of future results, and no representation or warranty, expressed or implied, is made
regarding future performance of any security mentioned in this research report. The price of the securities mentioned in
this research report and the income they generate may fluctuate and/or be adversely affected by market factors or
exchange rates, and investors may realize losses on investments in such securities, including the loss of investment
principal. Nothing in this research report constitutes legal, accounting or tax advice. Investors should consult with his or
her independent legal or tax adviser in this regard.
US Residents: This report is provided to US residents under a chaperoning arrangement pursuant to Rule 15a-6 of the U.S.
Securities Exchange Act of 1934 (the "Rule"). Eight Capital is a non-U.S. broker-dealer for the purposes of the Rule and is
not registered with the Financial Industry Regulatory Authority, the Securities and Exchange Commission or any state
securities regulatory authority.
Research produced and distributed by Eight Capital is distributed by Eight Capital to persons who are “major U.S.
institutional investors” which is defined as a U.S. institutional investor or any other entity which owns or manages at least
$100 million in financial assets (as such term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act of
1934, as amended). Research reports are not a solicitation to sell the securities discussed herein; however, should you
choose to make an unsolicited transaction in such securities, we may refer you to our chaperone.
VIII Capital Corp. is a U.S. registered broker-dealer, a member of FINRA and an affiliate of Eight Capital. VIII Capital Corp.
accepts responsibility for the contents of this research report, and its dissemination in the United States to certain
institutional investors, subject to the terms and limitations as set out above. U.S. residents seeking to effect a transaction
in any security discussed herein should contact an VIII Capital Corp. qualified person directly.
Neither VIII Capital Corp. nor Eight Capital is affiliated in any way with Eight Capital Management LLC, an India-focused
investment firm.
Registration of non-U.S. Analysts:
The authoring non-U.S. research analyst employed by Eight Capital who contributes to this report is not
registered/qualified as a research analyst with FINRA; and,
The authoring non-U.S. research analyst(s) is not associated with the member firm and therefore not subject to the
requirements of FINRA Rule 2241 regarding restrictions on communications with a subject company, public appearances
and trading securities held by a research analyst account.
U.K. Residents: The authoring analyst(s) who prepared this research report is employed by Eight Capital, a Canadian
regulated entity. The report has been prepared and approved in accordance with regulatory standards in Canada and was
not viewed for the purposes of the UK’s Financial Services and Markets Act 2000. This report is not intended for use by
and should not be directed to individual investors.
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Dissemination of Research
Eight Capital’s Research is distributed electronically through email, website (password protected) or hard copy.
Dissemination of initial research reports and any subsequent research reports is made simultaneously to a pre-determined
list of clients of Eight Capital’s Institutional Sales and Trading representatives.

Conflicts of Interest
Eight Capital has written procedures designed to identify and manage potential conflicts of interest that arise in connection
with its research and other businesses. The compensation of each Research Analyst/Associate involved in the preparation
of this research report is based competitively upon several criteria, including performance assessment criteria, the quality
of research and the value of the services they provide to clients of Eight Capital. The Research Analyst compensation pool
includes revenues from several sources, including sales, trading and investment banking. Research analysts and associates
do not receive compensation based upon revenues from specific investment banking transactions.
Eight Capital generally restricts any research analyst/associate and any member of his or her household from executing
trades in the securities of a company that such research analyst covers, with limited exception.
Should this research report provide web addresses of, or contain hyperlinks to, third party web sites, Eight Capital has not
reviewed the contents of such links and takes no responsibility whatsoever for the contents of such web sites. Web
addresses and/or hyperlinks are provided solely for the recipient's convenience and information, and the content of third
party web sites is not in any way incorporated into this research report. Recipients who choose to access such web
addresses or use such hyperlinks do so at their own risk.
Unless publications are specifically marked as research publications of Eight Capital, the views expressed therein
(including recommendations) are those of the author and, if applicable, any named issuer or Investment Dealer alone, and
have not been approved by, nor are they necessarily those of, Eight Capital. Eight Capital expressly disclaims any and all
liability for the content of any publication that is not expressly marked as a research publication of Eight Capital.
Forward-looking statements are based on current expectations, estimates, forecasts and projections based on beliefs and
assumptions made by the author. These statements involve risks and uncertainties and are not guarantees of future
performance or results and no assurance can be given that these estimates and expectations will prove to have been
correct, and actual outcomes and results may differ materially from what is expressed, implied or projected in such
forward-looking statements.

Research Analyst Certification
Each Research Analyst and/or Associate who is involved in the preparation of this research report hereby certifies that:
•
the views and recommendations expressed herein accurately reflect his/her personal views about any and all
of the securities or issuers that are the subject matter of this research report;
•
his/her compensation is not and will not be directly related to the specific recommendations or views
expressed by the Research Analyst in this research report;
•
they have not affected a trade in a security of any class of the issuer whether directly or indirectly through
derivatives within the 30-day period prior to the publication of this research report;
•
they have not distributed or discussed this Research Report to/with the issuer, investment banking at Eight
Capital or any other third party except for the sole purpose of verifying factual information; and
•
they are unaware of any other potential conflicts of interest.
The Research Analyst involved in the preparation of this research report does not have any authority whatsoever (actual,
implied or apparent) to act on behalf of any issuer mentioned in this research report.

Informal Comment
Informal Comments are analysts’ informal comments that are posted on the Eight Capital website. They generally pertain to
news flow and do not contain any change in analysts' opinion, estimates, rating or target price. Any rating(s) and target price(s)
in an Informal Comment are from prior formal published research reports. A link is provided in any Informal Comment to all
company specific disclosures and analyst specific disclosures for companies under coverage, as well as general disclosures and
disclaimers.

Presentations
Presentations do not include disclosures that are specific to analysts and specific to companies under coverage. Please refer to
formal published research reports for company specific disclosures, analyst specific disclosures and valuation methodologies
used in determining target prices for companies under coverage.
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Idea of Interest
Eight Capital has not initiated formal and continuous coverage of the companies mentioned in these publications, and
maintain no recommendation, price target or earnings forecast. Statements and analysis in these publications are
introductory in nature and may be published from time to time based on publicly available information.
IIROC Rule 3400 Disclosures: A link (here) is provided in all research reports delivered by electronic means to disclosures
required under IIROC Rule 3400, including disclosures for sector research reports covering six or more issuers.

Explanation of Recommendations
Eight Capital target: Represents the price target as required under IIROC Rule 3400. Valuation methodologies used in
determining the price target(s) for the issuer(s) mentioned in this research report are contained in current and/or prior
research. Eight Capital target N/A: a price target and/or NAV are not available if the analyst deems there are limited
financial metrics upon which to base a reasonable valuation.
Recommendations: BUY: Total returns expected to be materially better than the overall market with higher return
expectations needed for more risky securities. NEUTRAL: Total returns expected to be in line with the overall market.
SELL: Total returns expected to be materially lower than the overall market. TENDER: The analyst recommends tendering
shares to a formal tender offer. UNDER REVIEW: The analyst will place the rating and/or target price Under Review when
there is a significant material event with further information pending; and/or when the analyst determines it is necessary
to await adequate information that could potentially lead to a re-evaluation of the rating, target price or forecast; and/or
when coverage of a particular security is transferred from one analyst to another to give the new analyst time to reconfirm
the rating, target price or forecast.
SECURITY ABBREVIATIONS: NVS (non-voting shares); RVS (restricted voting shares); RS (restricted shares); SVS
(subordinate voting shares).

Eight Capital Equity Research Ratings:
99%

90%
% of companies covered by Eight Capital in each rating
category

88%
77%
66%
55%

% of companies within each rating category for which Eight
Capital has provided investment banking services for a fee
in the past 12 months.

47%

44%
33%
18%

22%

10%

11%

1%

0%

0%
Buy

Neutral

Sell

As at June 30, 2021
Source: Eight Capital
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