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PAINCHEK 
 

INITIATING COVERAGE 

Pain management for dementia sufferers with global reach 

 We initiate coverage of PainChek (PCK) with a BUY recommendation 
and a DCF based valuation of $0.55 / share. PCK has developed a 
patented technology in the form of a mobile app, which uses 
existing smartphone and tablet hardware, along with AI technology 
to analyse facial expressions that indicate pain in real time. The 
technology can help carers identify the presence of pain when it 
isn’t obvious, quantify the severity of pain when it is and monitor 
the effectiveness of interventions by aged care staff / medical 
personnel. Importantly, the device assesses pain criteria for 
accreditation and provides evidence to facilitate aged care operator 
funding. PCK’s Adult App has been approved by the Australian 
(TGA) and European (CE) regulators, and it will be seeking a De 
Novo clearance from the US FDA in CY20. While PCK is not yet 
profitable, we are attracted to the global opportunity, the traction in 
the Australian market, recent $5m Government grant and opening 
up of the UK market. These factors represent positive signs for this 
emerging operator that services a critical need.  

 PCK has two essential markets being those living with dementia and 
infants who suffer pain but cannot communicate it. Globally there are 
c.47.5m dementia sufferers and the number of infants is c.400m. 
Importantly the users of the device are the carers, health professionals 
etc. and therefore the number of devices is actually multiples of the 
number of people experiencing pain. 

 The device automates the existing standard of pain assessment which 
has been conducted manually. The data collected by the device can be 
seamlessly integrated into operator backend IT and administration 
systems, and these service providers represent a key distribution point for 
entering the aged care market. It is interesting to note and PCK advises 
that this is the first time a medical device has entered the aged care 
market before the hospital market. Note that the hospital and home care 
markets represent opportunities for PCK over time as well. 

 The pre-verbal children’s application is currently undergoing a trial at the 
Murdoch Children’s Research Institute, with the study expected to be 
completed in 3QFY20. 
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12 Month Share Price Performance 
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Year End June 30 2018A 2019A 2020F 2021F 2022F

Reported NPAT ($m) (4.8) (3.3) (3.5) (0.4) 4.1

Underlying NPAT ($m) (4.4) (3.1) (3.5) (0.4) 4.1

EPS (cents) (5.1) (0.6) (0.3) (0.0) 0.4

EPS Growth (%) na na (42.4) (87.0) (1,013.5)

PER (x) (6.4) (57.4) (99.7) (768.6) 84.1

PEG na na 2.4 8.8 (0.1)

EBITDA ($m) (4.5) (3.2) (3.6) (0.4) 4.1

EV/EBITDA (x) (6.8) (106.6) (96.5) (766.4) 83.4

Free Cashflow (3.7) (2.5) (3.4) (0.6) (48.4)

FCFPS (cents) (4.0) (0.4) (0.3) (0.1) (4.6)

PFCF (x) (1.3) (12.4) (16.7) (86.6) (1.2)

DPS (cents) 0.0 0.0 0.0 0.0 0.0

Yield (%) 0.0 0.0 0.0 0.0 0.0

Franking (%) 100.0 100.0 100.0 100.0 100.0
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THERE IS A PROBLEM WITH PEOPLE WHO CANNOT VERBALISE PAIN 

Pain is a common problem in broader society and it is even more so amongst the elderly. It is even a more 
acute challenge to manage the care of the elderly who cannot verbally express pain because they may suffer 
from Dementia. 

Dementia describes a collection of symptoms that are caused by disorders affecting the brain. It is not one 
specific disease. Dementia affects thinking, behaviour and the ability to perform everyday tasks. Brain function is 
affected enough to interfere with the person’s normal social or working life. 

Dementia sufferers have obvious difficulty communicating pain, making it difficult for the medical fraternity to 
assess. Current tools to assess pain are often not used or may use a subjective rating scale. This has an 
adverse impact on the quality of care, operational efficiency and compliance.  

The current Royal Commission into Residential Aged Care (RAC) has highlighted quite starkly that managing 
RAC residents is challenging, particularly those experiencing dementia. RAC operators and medical staff have 
not had sufficient resources or appropriate tools to adequately manage the care of residents.  

This is a significant structural problem given the following statistics. Up to 80% of people in aged care 
experience chronic pain, and >50% of residents in Australian aged care have dementia. Approximately 47m 
people globally live with Dementia and this population set is growing at c.3% pa as the population in certain 
jurisdictions ages. 

The physical, emotional and financial cost to sufferers, their families and health systems is significant.  

However, if pain can be accurately identified for people with Dementia there is an opportunity to: 

 Reduce rates and severity of behaviours; 
 Reduce rates of incorrectly prescribed antipsychotic medication; 
 Improve staff retention; & 
 Improve quality of life 

THE JOURNEY INTO EVALUATING PAIN IN DEMENTIA 

Assessing pain for people with Dementia has been a relatively recent exercise with the first method developed 
in 2002 by AGS (Australian Geriatric Society) and further developed in 2003. These were manual based 
assessments that were highly subjective based on the assessor’s skill and experience. 

These methods were refined by the Abbey Pain Scale which became the gold standard in 2004, but was also 
a manual process.  

Figure 1: Evolution of pain assessment in dementia 

 

Source: Painchek Ltd 
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PCK has developed a smart phone based technology that automates and leverages off the Abbey Pain Scale. 
In this regard, the philosophy behind the technology is not conceptually new and is in fact just a modern 
iteration of what is already in place.  

PAINCHEK – A MUCH NEEDED ADVANCEMENT ON CURRENT STANDARDS 

The PCK solution provides a secure, validated medical device in the form of a mobile app, which uses existing 
smartphone and tablet hardware, along with AI (Artificial Intelligence) technology to analyse facial expressions 
that indicate pain in real time.  

This technology can help carers identify the presence of pain when it isn’t obvious, quantify the severity of 
pain when it is and monitor the effectiveness of interventions by aged care staff or medical personnel.  

Figure 2: Pain criteria to be measured  Figure 3: Monitoring effectiveness of intervention 

 
 

 

 
 

Source: PainChek Ltd  Source: PainChek Ltd 

Importantly, the device assesses pain assessment requirements for accreditation standard 2.8 and the 
validated tool provides evidence for the Aged Care Funding Instrument (ACFI) including ADL (Assisted Daily 
Living) and CHC (Complex Health Care) items 3.4a, 4b which can enhance RAC operator funding. 
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HOW IT WORKS 

PCK’s automated pain assessment technology has its genesis in the notion that innate human behaviour are 
expressed through facial muscles. There are 43 facial discrete muscles which can be tracked across multiple 
points that can be tracked and stored to create trend line data for monitoring and response. 

The Dementia App works through providing automated facial pain analysis through a three second video of 
the face that recognises nine micro-facial expressions that indicate pain. 

This is followed by a digital questionnaire checklist that guides the carer in other pain assessment factors 
including movement and vocalisation, as well as leading questions with yes / no answers.  

This results in an automated pain assessment score and the results are documented electronically via cloud 
backend that ensures pain trends and treatment monitoring are integrated into patient medical records. 

Figure 4: It’s all in the facial muscles 

 

Source: PainChek Ltd 

The capacity to identify pain in non-verbal people enables targeted treatment of particular pain, which 
contributes to calming a person and enabling their broader medical issues (Dementia) to be treated in a non-
toxic and non-invasive fashion. 

Dementia Training Australia (DTA) is a Government funded entity designed to provide nationwide education 
and training on the care of people living with dementia. DTA is not affiliated with PCK but DTA has endorsed 
the PCK technology and collaborated with PCK to develop a learning resource for carers to educate them on 
how to use the technology. DTA recognises the detrimental that undertreated pain may have on people living 
with dementia and supports the wide spread use of pain assessments such as the Abbey Pain Scale and the 
PCK App. The endorsement of the DTA as a KOL (Key Opinion Leader) provides credibility to the technology 
and facilitates its commercialisation.  

Figure 5: DTA - hands on guide to intelligent pain assessment 

 

Source: PainChek Ltd 
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PCK’s device has received multiple awards over the past five years. In 2018, it won the UK Tech Rocketship 
Award and in 2019 was a Finalist in the Government of Western Australia Premier’s Science Awards. 

TARGET MARKETS 

Dementia 

There are three core target markets for the PCK Pain Assessment App in the Dementia sector. These being at 
the enterprise level, the home care sector and for the consumer directly. 

At present, the product is only available at the enterprise level where carers and health professionals apply the 
technology in the RAC environment.  

Worldwide, WHO (World Health Organisation) estimates there are c.47.5m people with dementia. It is 
estimated that c.85% experience pain at some time and c.50% experience pain regularly.  

Figure 6: Prevalence of dementia in Australia 2016 - 2027  Figure 7: Projected health benefits of PCK for those with dementia 

 
 

 

 
 

Source: ACIL Allen, NATSEM  Source: ACIL Allen, NATSEM 

Consulting firm ACIL Allen conducted an assessment of the health benefits of using PCK for Australians living 
with dementia with moderate to severe pain between the period 2018 and 2027 and estimated it to be 
c.$763m in present value terms, applying a discount rate of 7%. 

Australia currently has c.400k people living with Dementia with c.1.2m carers and another c.500k health care 
professionals that could use the App. The technology is global in nature so it can be easily adopted in other 
key markets such as: 

 Europe with c.7.5m people living with dementia , c.22.5m carers and c.8.0m health professionals that 
could use the App 

 US where there are c.6.0m people living with dementia, c.18.0m carers and c.6.5m health professionals 
that could use the App. 
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Figure 8: Market entry points 

 

Source: PainChek Ltd 

PCK is in the early phase of its enterprise level market entry. In its June qtr update, PCK noted that its 
technology is currently deployed across 142 RAC facilities and c.10.59k beds. While growth in CY19 has been 
exceptional, PCK’s entry into the local market remains in its early phase, as there are c.2,700 facilities and at 
least c.100k people living with dementia in RACFs, so there is significant runway in the Australian market 
available.  

It is worth noting that while the core revenue stream of an aged care facility is Government funding via the 
ACFI which is c.$180 / day / bed, the fee for using the PCK Adult App at $5 / month / bed equates to c.$0.17 / 
day / bed and therefore only a minor impost on aged care operators, but potentially providing a large benefit in 
revenue generation via justifying further Government funding, as well as cost savings through efficiency gains. 
There are also qualitative benefits that can be harnessed in the context of the current Aged Care Royal 
Commission.  

PCK has European regulatory approval (CE mark) and has just entered the UK market via a distribution 
agreement with a UK software provider to the RAC sector, with the provider servicing c.40k beds. Beyond the 
UK equivalent RAC sector, PCK is expected to seek to expand its presence with entry into the Palliative, GP 
and Acute care markets.  

Expansion into Europe and Asia is expected through CY20 and the US during CY21 post FDA De Novo 
clearance. 

PCK has yet to launch its service into the home care environment or the consumer environment and we await 
details on these market entry initiatives. 

It should also be noted that the target market is not really dementia sufferers as these people cannot use the 
device on themselves, but rather the carers and others health professionals, and there may be two to three 
people using a device for every person living with dementia. 

In addition to approaching RACs directly, PCK is making progress in penetrating the local market through 
software providers that service the RAC market. This is a logical approach as the device is designed to be 
integrated into backend data systems that enable storage and retrieval of trend line information to facilitate 
effective monitoring and treatment. 

In Australia, PCK has agreements with Health Metrics and LeeCare, with total partner agreements expected to 
cover c.100k beds later this year. In the UK, the agreement with Person Centred Software was signed in June 
2019 and covers c.1,200 aged care providers, and the integration into the backend system is complete and is 
being demonstrated at the UK Care Show in Birmingham in October 2019.   
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Figure 9: Building an impressive customer and partner base 

 

Source: PainChek Ltd 

The RAC market only represents c.25% of dementia sufferers with the balance still living at home assisted by 
Government funding packages for care in the home. PCK intend to target the home care sector through Home 
Care Operators in 2HCY19.  

Figure 10: Australian -app market entry strategy  

 

Source: PainChek Ltd 

Can PCK Deliver? 

PCK is in a solid position to deliver on the c.100k beds under the Australian Government grant which would 
launch the device across the domestic market, and provide the needed market share to become profitable in 
Australia, in quick time. The following points highlight why investors can have confidence in PCK’s capacity to 
achieve its goal. 

 PCK already has a strong pipeline of operators in advanced negotiations to come on-board. We 
understand the number of beds to equate to tens of thousands, and this is before the Government grant 
programme has actually commenced. 

 PCK has training partner in Ward Medication set up and with contractual agreements to support the 
implementation.  

 PCK has the DoH who have agreed to write to all the RAC’s to encourage and support take up. 

 PCK has peak bodies such as LASA and ACSA who are promoting the agreement to their RAC clients. 

 Minister Colbeck is promoting the PCK trial  – most recently at the Health Metrics conference in 
Melbourne and during Dementia week. 
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 PCK now has six back end integration partners (all with contracts in place) promoting and supporting the 
implementation service across their cumulative 180,000 beds – Health Metrics, Telstra Health, Procura, 
Menad, LeeCare and Person Centred Software. 

Pre-Verbal Children 

In addition to seniors experiencing dementia, there is another market that could adopt PCK’s pain assessment 
technology, that being pre-verbal children in the age cohort of 0-3.  

There are c.130m births pa in the world, c.400m children in the age cohort currently and c.1.25m in Australia. 
The carers of these children include: parents; grandparents; health care professionals, nannies, babysitters 
and day care workers.  

Trial sites have been identified with the Murdoch Children’s Research Institute (MCRI) and trials have 
commenced with data from the PCK Infant App compared to 100 infants undergoing painful procedures within 
the Emergency Department (ED). The clinical study completion is dependent on completing recruitment of the 
100 children and is currently projected to be 3QFY20. 

PCK expect to expand into the family care sector and offshore markets in CY20. 

Figure 11: Market entry timelines 

 

Source: PainChek Ltd 

REGULATORY / IP 

In addition to receiving TGA and CE approval in CY17, PCK is pursuing regulatory clearance in the US which 
would be the most lucrative market for PCK. 

In the June qtr update PCK noted that it had been in discussions with the US FDA in June as part of the De 
Novo regulatory process. PCK was confirmed as a De Novo classification as there is no other regulated 
similar device in the US market. PCK noted that its Australian based research was received positively and the 
company obtained guidance from the FDA in terms of additional validation requirements to complete the De 
Novo classification. PCK is projecting FDA clearance for the Adult App during CY20. 

PCK is working progressively through the patent process across different jurisdictions. It was recently given 
notice that the patent process has been successfully completed and PCK is to be granted a patent in the US 
market. The patent will take effect from February 2017.  

The De Novo pathway and the US patent confirms that the PCK device is a first of its kind at a regulatory and 
intellectual level.  

PERFORMANCE TO DATE 

Through FY19, PCK had been building a portfolio of small RACF, showing that its device could be recognised 
by the market. Clients, RACF and beds were building progressively. The pipeline had been building during this 
period as well, which started to pay off in the June qtr.  



4 October 2019 PainChek 
 

 

RESEARCH NOTE – PATERSONS SECURITIES LIMITED 10 

All information and advice is confidential and for the private information of the person to whom it is provided and is provided without any responsibility or liability on any account 
whatsoever on the part of this firm or any member or employee thereof. 

In the June qtr, the number of facilities contracting with PCK increased by c.317.6% to 142 RACF, and a 
similar increase in contracted beds to c.10,590. This mainly comprised of four new clients: 

 Church of Christ in QLD (CofCQ) – 28 QLD RACF with 1,000 beds 

 The Baptist Union of Queensland – Carinity – 11 RACF with 750 beds 

 IRT - 20 RACF with 2,000 beds 

 The full rollout of PCK’s App across all of the Allity network – 42 RACF with 3,620 beds 

 Smaller providers  

The June qtr data excluded c.7k beds which were subsequently signed post balance date and will be reported 
in the 1QFY20 update. The data also excludes the impact of the c.$5m Government grant that seeks to 
facilitate the implementation of PCK’s app in the domestic RAC market. The funding makes provision for more 
than 1,000 RACs and their c.100k residents living with dementia for a one-year period.  

The $5m fund operates from 10/19 – 10/20 i.e. across two financial years. PCK will be paid for the licenses it 
issues, so PCK’s goal is to sign up the RAC homes to achieve the 100,000 licenses which will equate to $5m. 
PCK has a large number of RAC’s who have already registered and shown commitment (c.20k beds) prior to 
starting the programme. PCK has indicated it has the demand and processes in place, as well as the 
capability to achieve the target.  

Figure 12: Contracted clients / RACFs  Figure 13: Contracted beds 

 
 

 

 
 

Source: PainChek Ltd  Source: PainChek Ltd 

 

Figure 14: Clinical pain assessments 

 

Source: PainChek Ltd 
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Figure 15: Qtrly performance data 

 

Source: PainChek Ltd 

 

Figure 16: Growth is beginning to accelerate 

 

Source: PainChek Ltd, Patersons Securities Ltd 

Based on the qtrly cash flow reports, PCK are burning >$4m pa, and so remains some way off its breaking 
even point. We understand for PCK to break even at the EBITDA level in Australia, it would require securing 
c.30k beds, or c.15% market share, which would generate annual revenue of c.$1.8m pa. We presume this 
excludes corporate costs and offshore expansion costs, which equate to c.$2.3m pa at present. Corporate 
costs were c.$1.5m in FY19.  

Based on the expected bed numbers in the September qtr, PCK would appear to be halfway to achieving 
break even in the domestic market. Given the need to commercialise this new product and establish market 
share in a sector that is funding constrained, the device has been priced at a low level. Once the value 
proposition has been well established, we would expect some level of pricing power to revert back to PCK. 

FINANCIALS 

Our forecasts through to FY22 exclude initiatives into new markets such as hospitals, home care for dementia 
sufferers or the toddler market. In FY23-FY24 we make some broad assumptions about entering into new 
markets.  

While contracted beds as at June were c.10,590, there is a lag with implementation leading to active beds 
being c.3,560 beds. This gap is expected to narrow in the December half.  

The Government Grant of c.$5m becomes effective from October 2019 and runs to October 2020. It is 
designed to reach 100k beds in that time frame. We have assumed c.65k beds for FY20 reaching the 100k 
mark during FY21 which would be c.75% of the domestic RACF market. 

We expect to see operations in the UK commence in the current year and escalate over the following two 
years as their IT system integration partners assist in penetrating the UK market.  

PCK already has European approval via the CE mark, and we expect it will take longer to commercial launch 
and penetrate the EU through restraints in resource allocation.  

Cumulative Cumulative Cumulative No. Cumulative 

Contracted Contracted Contracted Assessments Monthly Recurring Annual Recurring 

RAC Customers RACs Beds Active Clients Revenue (MRR) Revenue

30/09/2018 15 21 1,485                     6,789                   10,582                            126,990                         

31/12/2018 18 26 1,789                     11,312                 1,982                              143,790                         

31/03/2019 23 34 2,542                     22,118                 15,384                            184,607                         

30/06/2019 30 142 10,590                   36,669                 48,897                            586,767                         

1Q19 2Q19 3Q19 4Q19 Comment

Contracted Beds 1,485       1,789       2,542            10,590     7,000 beds to be carried over into 1Q20 due to surge in new contracts signed

Growth 20.5% 42.1% 316.6%

Facilities 21 26 34 142

Growth 23.8% 30.8% 317.6%

Beds / Facility 71            69            75                 75            

Assessments 6,789       11,312     22,138          36,669     

Growth 66.6% 95.7% 65.6%

Assessments / Bed 4.6 6.3 8.7 3.5

Monthly Recurring Revenue 10,582     11,982     15,384          48,897     

Growth 13.2% 28.4% 217.8%

Annual Recurring Revenue 126,990   143,790   184,607        586,767   Includes 2 non-RAC contracts (DSA and Sth'n Cross WA)

Growth 13.2% 28.4% 217.8%

Monthly Recurring Revenue / Bed ($) 7.1 6.7 6.1 4.6

Annual Recurring Revenue / Bed ($) 85.5 80.4 72.6 55.4 Includes 2 non-RAC contracts (DSA and Sth'n Cross WA)

Active Licensed Beds 3,564       

ARR (Recognised in P&L) 234,000   

MRR / Licensed bed 5.5
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Figure 17: Earnings forecast summary 

 

Source: Patersons Securities Ltd 

Even though PCK charges $5 / bed / mth, we assume $4 / bed / mth to allow for the integration costs charged 
by the software operators. 

Based on the Adult App RACF market we expect opex to increase from c.$5.6m to c.$8.6m in FY22 which 
caters for doubling personnel from c.11 currently, and marketing costs. All R&D is expensed and we assume 
c.10% annual growth over the forecast period.  

This leads to a c.$3.6m loss at the EBITDA line with the view that PCK can achieve a near breakeven position 
in FY21. Should PCK need to invest in entering new markets, investors will need to distinguish between 
progress in the RACF business and the overall group results.  

Although PCK seems to be gaining commercial traction for tis Adult App, we do not expect the RACF business 
to reach profitability until FY22, by which time it should be able to generate a relatively healthy EBITDA margin 
of >30%.  

VALUATION 

Since PCK commenced listed life in 2016 under the former name of ePAT Technologies Ltd, the business has 
been in its development phase. The change of name in early 2018, marked the beginning of its 
commercialisation phase. While PCK has yet to generate a profit, its prospects appear quite positive.  

It has patented technology, regulatory clearance in Australia and Europe, recognition from the Federal 
Government and building traction in its home market prior to the impact of Government funding. US FDA 
clearance is scheduled for 2020. It is also commencing a trial to extend the App technology to infants. 

We arrive at a DCF valuation of $0.55 / share using a two stage methodology of five year explicit forecasts 
followed by fading growth from year 6 to 10. PCK does not have directly comparable peers and so a DCF 
approach is more suitable. 

FY18A FY19A FY20F FY21F FY22F

$m $m $m $m $m

Active Beds

Australia 3,560           65,000         100,000         150,000        

UK -               4,000           30,000           60,000          

RoW -               -               5,000             55,000          

Total Beds 3,560           69,000         135,000         265,000        

Revenue

Australia 0.4             0.9              2.0              4.8               7.2               

UK 0.1              1.4               2.9               

RoW -              0.2               2.6               

Total Revenue 0.4 0.9 2.1 6.5 12.7

Growth 102.7% 135.2% 213.0% 96.3%

EBITDA -4.5 -3.2 -3.6 -0.4 4.1

EBITDA Margin -366.6% -172.3% -6.9% 32.4%

Total EBIT -4.5 -3.2 -3.6 -0.5 4.1

EBIT Margin -366.9% -173.3% -7.5% 32.0%

Underlying NPAT -4.4 -3.1 -3.5 -0.4 4.1

Underlying EPS -5.1 -0.6 -0.3 0.0 0.4

Share Price (end of period) 0.06 0.20 0.33 0.33 0.33

Shares on Issue 915.2 915.2 915.2 915.2

Mkt Cap (end of period) 183.0 297.4 297.4 297.4

Net Debt (Cash) -4.6 -1.3 0.0 -4.6

Enterprise Value 178.5 296.1 297.4 292.8

EV / EBITDA -55.3 -83.0 -662.7 71.0
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Our cash flow assumptions are heavily skewed to the middle to backend of the time horizon, and include 
growth in FY23-FY24 to make some allowance for entry into new segments and new jurisdictions such as the 
lucrative US market.  

We further adopt a strong growth profile in our fading growth time horizon of c.30% in year 6 fading to c.20% 
in year 10. These are elevated levels, but reflect the view that PCK is currently at the beginning of the 
commercialisation phase, and that by year 6, it should be growing at a rapid pace from the strong foundations 
set in the previous five year time frame. As the business matures, we would seek to adjust these rates to more 
typical ranges for a growth business. 

Figure 18: Valuation assumptions 

 

Source: Patersons Securities Ltd 

Upside risks to our valuation include faster than anticipated App installations in the RACF segment across 
geographical markets, earlier than expected success in both hospital and home care markets, as well as 
success in obtaining regulatory clearance for the Children’s App in multiple markets. 

Downside risks include slower than expected adoption in the Australian market despite the endorsement of 
the Federal Government grant, as well as overseas markets, and the emergence of superior competing 
technologies. 

Our base case valuation of $0.55 / share applies a discount rate of 11.5% which incorporates an elevated risk 
free rate of 3% relative to the current 10 year bond rate of c.1%. The matrix below provides a sensitivity range 
on our valuation subject to varying discount and terminal growth rates, but we consider our base assumption 
to be appropriate at present. 

Figure 19: Valuation sensitivities 

 

Source: Patersons Securities Ltd 

 

PEER GROUP COMPARATIVES 

PCK’s device is unique and therefore we are not aware of direct comparisons to assess relative valuations. 
We have instead looked for a range of medical device companies and their current revenue multiples, as it is 
too early to look at earnings multiples. 

In the Nth American and European markets we selected device companies under $2bn market cap that were 
growing revenues by greater than 20%.  

We can observe that PCK is already building in some expectation of future success and growth, as well as a 
unique quality. Current multiples suggest PCK will need to grow into its current valuation, let alone the growth 
oriented valuation we have arrived at. 

$m cps
Explicit Cashflows 184.7 17.5 Terminal gr rate 3.5%

Terminal Item 398.0 37.6 Risk Free rate 3.0%

Total Firm Value 582.7 55.1 Equity Risk Premium 6.5%

Add: Net Cash -4.6 -0.4 b 1.31

Total Equity Value 587.3 55.5 WACC 11.5%

Fully Diluted Number of shares 1058.3

Per share value $0.55

WACC

#VALUE! 10.5% 10.9% 11.5% 12.1% 12.5%

2.80% $0.56 $0.52 $0.47 $0.43 $0.40

Terminal 3.15% $0.58 $0.54 $0.49 $0.44 $0.41

Growth 3.50% $0.61 $0.56 $0.55 $0.46 $0.42

Rate 3.85% $0.63 $0.58 $0.52 $0.47 $0.44

4.20% $0.66 $0.61 $0.54 $0.49 $0.45
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Figure 20: Peer group comparisons 

 

Source: Bloomberg, Patersons Securities Ltd 

 

KEY RISKS 

 Key person risk – PCK has a staff of 11 and there are six key executives including the Managing 
Director, a Chief Scientific Officer and Chief Technology Officer. The Executive group has extensive 
experience across healthcare, technology and aged care sectors. The Executive group also includes two 
of the people that developed the PainChek App concept. While the Executive team appears sufficient for 
the stage of the businesses’ development, a departure from this group, in particular the CEO, for 
whatever reason, could materially impact PCK’s commercial prospects. It would be expected that PCK 
would broaden its executive capability over time, particularly as it expands offshore into major developed 
markets. PCK is currently searching for a full-time CFO. 

 Regulatory risk – At present, the regulatory winds are swinging in PCK’s favour. The Aged Care Royal 
Commission should result in the search for initiatives that can be deployed at low cost to enhance the 
quality of care for aged care residents and the sector’s perceived management of its operations. PCK fits 
into this thematic quite well. It is difficult to see the regulatory environment moving against a technology 
like this, and so we view risks around regulation as relatively low. 

 Penetration rates not meeting expectations – PCK needs to build market share through winning RACF 
in its chosen markets, with Australia being the first such market. PCK needs a c.15% market share in the 
Australian market to break even at a divisional level. The product is priced to build market share rapidly 
and it appears that with the support of the Government grant that the pipeline is strong and market share 
should follow. Success in the Australian market should drive confidence that PCK can replicate that 
success in offshore markets such as the UK where it has recently entered and Singapore where it has 
recently been awarded regulatory approval. As the market value is now c.$350m with minimal revenue 
and no earnings yet, there is an implied expectation of significant traction and growth.  

Company Name Ticker Currency Year End Price Market Cap

($m) FY19 FY20

Aus/NZ

Painchek Ltd PCK AUD Jun 0.33 305 390.7x 166.2x

Cochlear COH AUD Jun 208.15 12,033 8.2x 7.5x

Pro Medicus PME AUD Jun 27.82 2,893 58.9x 47.2x

Nanosonics NAN AUD Jun 6.31 1,895 22.1x 17.3x

PolyNovo PNV AUD Jun 2.14 1,415 107.3x 55.2x

Medical Developments International MVP AUD Jun 5.05 331 15.0x 12.9x

USA/Canada

Tactile Systems Technology Inc TCMD USD Dec 42.32 803 4.6x 3.9x

Savaria Corp SIS CAD Dec 12.03 606 1.7x 1.6x

OrthoPediatrics Corp KIDS USD Dec 35.26 527 7.8x 6.4x

Axogen Inc AXGN USD Dec 12.48 490 3.6x 2.8x

GenMark Diagnostics Inc GNMK USD Dec 6.06 348 4.1x 3.2x

ViewRay Inc VRAY USD Dec 2.90 286 2.7x 1.7x

Senseonics Holdings Inc SENS USD Dec 0.99 201 5.9x 3.0x

Europe

STRATEC SE SBS EUR Dec 71.50 859 4.2x 3.8x

Draegerwerk AG & Co KGaA DRW3 EUR Dec 40.60 634 0.3x 0.3x

Medartis Holding AG MED CHF Dec 44.80 526 3.2x 2.9x

Biocartis NV BCART EUR Dec 6.20 350 7.9x 5.0x

Mean 16.1x 10.9x

Median 5.2x 3.8x

EV/REVENUE
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 Third party relationships – PCK has six backend integration relationships via software firms some of 
which are also leading to distribution agreements. These companies provide backend IT systems for aged 
care operations domestically and in the UK. Partnering with these third party software suppliers to the 
aged care sector are seen as a relatively efficient means of acquiring customers as PCK’s App can 
integrate into these IT systems which smooths the on-boarding process for the aged care operator, 
leaving training staff as the major area of focus to accelerate adoption. 

 Competition risk – At present the PCK App for elderly consumers that are awake and suffering with 
dementia is unique. The recent clearance by the US FDA to pursue a De Novo approval pathway is 
evidence of that unique quality. The intent to grant a patent in the all-important US market is further 
evidence of unique quality of the App. PCK is rapidly scaling in the domestic market now and commenced 
operations in the UK. PCK needs to establish itself in its chosen markets and develop customer loyalty 
before the emergence of potential competition. The company is not aware of a looming competitive threat 
but one may assume that competition will emerge if PCK is successful and if competitors can navigate 
around the patent protection. 

MANAGEMENT / BOARD 

Figure 21: Board profiles 

 

Source: PainChek Ltd, Patersons Securities Ltd 

SHAREHOLDERS 

Figure 22: Top shareholders 

 

Source: PainChek Ltd, IRESS 

 

Name Position Shareholding Description

John Murray Non-Executive Chairman            24,599,497 

Appointed 30 September 2016. Murray has 25 years' experience in private equity andventure capital. Murray was co-founder and 

Managing Partner of Technology Venture Partners, and past Chairman of the Australian Venture Capital Association. Murray's experience 

has been focused on high growth, technology based companies. Murray was until recently a Chairman of a private residential aged care 

business. Murray also brings 12 years' experience in executive roles in corporate banking, accounting and IT services industries. Murray 

is a director of ASX listed company Flamingo AI Ltd, is a chartered accountant, holds honours in Law and is a member of the AICD.

Philip Daffas Managing Director 40,999,162          

Aappointed 30 September 2016. Daffas has an international career spanning 25 years with leading blue-chip healthcare corporates and 

novel technology start-up companies. Daffas has held senior positions across Europe, US and Australia, building businesses, growing 

market share and developing high-level customer and industry relationships on a global basis. Early experience with IVAC infusion 

systems and Shiley cardiopulmonary products, was followd by a role with Boehringer Mannheim in the UK managing diagnostic 

businesses, subsequently being promoted to a Global Marketing role in the Diabetes Care business in Germany. In 1997 Daffas joined 

Cochlear in the UK as the European Sales and Marketing Manager, being promoted in 2000 to VP Global Marketing based in Sydney , 

Australia. Daffashas also had senior roles at Roche Diagnostics, Bio-Rad Laboratories, Applied Physiology, and a software start-up in the 

intensive care monitoring sector. Daffas hold a BSc and Diploma in Electrical Engineering, MBA and GAICD.

Adam Davey Non-Executive Director
 3,540,764+       

12,299,748 

Appointed 30 September 2016. Davey’s expertise spans over 25 years and includes capital raising (both private and public), mergers and 

acquisition, ASX listings, asset sales and purchases, transaction due diligence and director duties. Davey is a Director of Wealth 

Management at Patersons Securities. Davey has been involved in significantly growing businesses in both the industrial and mining 

sector. This has been achieved through holding various roles within different organisations, including chairman, managing director, non-

executive director, major shareholder and corporate adviser to the board. Davey is a Non-Executive Director of Ensurance Ltd and Ausnet 

Financial Services Ltd

Ross Harricks Non-Executive Director            12,299,748 

Appointed 30 September 2016. Harricks has over 40 years' experience commercialising medical products across three continents, 

including commercialising the CT Scanner in Australia as General Manager EMI Electronics. In 1983 Harricks joined the Nucleus Group, 

becoming President of subsidiaries in the US, marketing medical equipment and scientific and engineering computing products. In 1989, 

Harricks was the CEO of a venture capital backed start-up company developing specialist scientific and medical lasers. Harricks has been 

a director of ResMed Ltd and co-founder of AtCor Medical where he completed an IPO in 2005, leading the company until 2007. Harricks' 

expertise and experience includes strategic advice on the best path to early internaitonal market endorsement and adoption, and on 

providing hands-on help with implementation in the American and European markets. 

31-Aug-19

Shareholders Shares Held(%)

Peters Investments Proprietary Ltd. 69,348,141            7.6

Lennard Lefroy 50,947,333            5.6

Russell Stewart 50,947,333            5.6

J & E Consulting Pty Ltd 37,003,125            4.0

Kreshnik Hoti 37,003,125            4.0

Mustafa Atee 37,003,125            4.0

Nviso Sa 31,250,000            3.4

Robert Healy 24,456,795            2.7

Steven Formica 14,643,903            1.6

John Dekker 13,973,348            1.5

G & G Chilcott Pty Ltd 12,122,811            1.3

Rodney Wellstead 10,511,697            1.1

John Betar 9,300,000              1.0

Ian Murie 8,623,328              0.9

Mark Stewart 7,411,011              0.8

Adam Davey 3,540,764              0.4

Top 16 total 418,085,839          45.7
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PainChek Ltd (PCK) $0.33 Year ended June

Cash Flow ($m) 2019A 2020F 2021F 2022F Profit & Loss ($m) 2019A 2020F 2021F 2022F

Sales Revenue 0.9 2.1 6.5 12.7

Adj. Operating Cashflow -3.1 -3.0 -0.4 6.1 COGS 0.0 0.0 0.0 0.0
Capex 0.0 -0.2 -0.2 -0.2 Gross Profit 0.9 2.1 6.5 12.7

Intangibles / Software Develop't 0.0 0.0 0.0 0.0 Other Income 0.0 0.0 0.0 0.0

Disposals 0.0 0.0 0.0 0.0 Operating Expenses -4.1 -5.6 -6.9 -8.6
Acquisitions 0.0 0.0 0.0 0.0 Associates 0.0 0.0 0.0 0.0

Earn-out Payments 0.0 0.0 0.0 0.0 EBITDA -3.2 -3.6 -0.4 4.1
Investing Cashflow 0.0 -0.2 -0.2 -0.2 Depn & Amort 0.0 0.0 0.0 -0.1

Equity Raised 4.0 0.0 0.0 0.0 EBIT -3.2 -3.6 -0.5 4.1

Increase (Repay) Debt 0.0 0.0 0.0 0.0 Net Interest 0.1 0.1 0.0 0.0

Distributions Paid 0.0 0.0 0.0 0.0 NPBT -3.1 -3.5 -0.4 4.1

Other 0.0 0.0 0.0 0.0 Tax expense 0.0 0.0 0.0 0.0

Financing Cashflow 4.0 0.0 0.0 0.0 NPAT (Underlying) -3.1 -3.5 -0.4 4.1

Change in Cash Held 1.0 -3.2 -0.6 5.9 Adjustment -0.1 0.0 0.0 0.0

Closing Cash Balance 5.2 1.3 0.7 6.6 Statutory NPAT -3.3 -3.5 -0.4 4.1

Revenue & Margins User Metrics 2019A 2020F 2021F 2022F

Australian Beds 3,560    65,000    100,000  150,000  

UK Beds -       4,000      30,000    60,000    

RoW Beds 5,000      55,000    

Balance Sheet ($m) 2019A 2020F 2021F 2022F

Cash 4.6 1.3 0.7 6.6

PP&E 0.0 0.2 0.4 0.5

Intangibles -0.2 -0.2 -0.2 -0.2

Other 0.3 0.5 1.4 2.7

Assets 4.7 1.9 2.3 9.7

Payables 0.6 1.2 2.1 5.4

Borrowings 0.0 0.0 0.0 0.0

Other liabilities 0.1 0.1 0.1 0.1

Liabilities 0.6 1.3 2.1 5.4

Shareholders Funds 4.1 0.7 0.2 4.3

EPS & DPS 2019A 2020F 2021F 2022F

EPS (Reported) -0.6 -0.3 0.0 0.4

EPS growth (%) na -42.4 -87.0 -1013.5

EPS (Underlying) -0.6 -0.3 0.0 0.4

EPS growth (%) na -42.4 -87.0 -1013.5

DPS 0.0 0.0 0.0 0.0

Valuation Payout Ratio (%) 0.0 0.0 0.0 0.0

DCF Dividend Yield (%) 0.0 0.0 0.0 0.0

Beta 1.3x

WACC 11.5% Ratios 2019A 2020F 2021F 2022F

DCF per share $0.55 Profitability

Sales Growth (%) 102.7 135.2 213.0 96.3

Capitalisation of future earnings 2020F 2021F 2022F EBITDA Growth (%) -27.7 10.5 -87.4 -1018.4

EBITDA -3.6 -0.4 4.1 EBITDA Margin (%) -366.6 -172.3 -6.9 32.4

EV/ EBITDA multiple 50.0x 50.0x 50.0x EBIT Growth (%) na 11.1 -86.4 -933.5

Enterprise value -178.3 -22.4 206.1 EBIT Margin (%) -366.9 -173.3 -7.5 32.0

Net cash/ (debt) 1.3 0.7 6.6 NPAT Growth (%) na 9.5 -87.0 -1013.5

Equity value -176.9 -21.7 212.7 ROE (%) -76.4 -514.4 -200.5 94.8

Equity value per share -$0.17 -$0.02 $0.20 ROA (%) -68.3 -186.1 -19.3 42.4

Directors & substantial shareholders

Name Position Valuation

John Murray Non-Executive Chairman Price / Earnings (x) -57.4 -99.7 -768.6 84.1

Philip Daffas Managing Director EV / Revenue (x) 390.7 166.2 53.1 27.0

Adam Davey Non-Executive Director EV / EBITDA (x) -106.6 -96.5 -766.4 83.4

Ross Harricks Non-Executive Director EV / EBIT (x) -105.1 -95.5 -703.4 83.0

Price / FCF (x) -58.9 -102.5 -530.8 58.6

Price / NTA (x) 44.0 429.4 972.9 77.4

Shareholder No. shares %

Peters Investments Pty Ltd 95.5 10.4 Balance Sheet

Xtreme Nominees Pty Ltd 77.9 8.5 Net Debt / Equity (%) -110.7 -200.4 -330.1 -153.7

J&E Consulting Pty Ltd 37.0 4.0 Net Debt / Assets (%) -96.6 -70.2 -31.7 -68.2

Kreshnik Hoti 37.0 4.0 Net Debt / EBITDA (x) 1.4 0.4 1.6 -1.6

Interest Cover (x) na na na na

Total substantial 247.4 27.1 NTA ($/share) 0.0 0.0 0.0 0.0

Fully Dilued Shares (m) 1058.3 1058.3 1058.3 1058.3
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Recommendation History 

 

 

Stock recommendations: Investment ratings are a function of Patersons expectation of total return (forecast price appreciation plus dividend 
yield) within the next 12 months. The investment ratings are Buy (expected total return of 10% or more), Hold (-10% to +10% total return) and 
Sell (> 10% negative total return). In addition we have a Speculative Buy rating covering higher risk stocks that may not be of investment grade 
due to low market capitalisation, high debt levels, or significant risks in the business model. Investment ratings are determined at the time of 
initiation of coverage, or a change in target price. At other times the expected total return may fall outside of these ranges because of price 
movements and/or volatility. Such interim deviations from specified ranges will be permitted but will become subject to review by Research 
Management. This Document is not to be passed on to any third party without our prior written consent. 
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