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Step-out and supply chain reduce ongoing slippage

KEY POINTS

e CMP’s delay of $5m FY’17F core diagnostic sales leads
to a halving of FY’17F EBITDA.

e This slippage takes shine of strong success with step
out growth with MEG and eHealth versus peers.

e We are confident that technical and cost advantages
will remain sound across core diagnostic to step-outs in
MEG and eHealth and lift long term DCF by 22%.

e We see 4QFY’17 sales slip being delivered in 1H'18F
and a breakout earnings year in FY’18F, and stay with a
Buy recommendation. Our 12 Month Price Target is
reduced 10% to $1.00/share until 1H’18F is confirmed

Actions to reduce slippage

CMP lowered FY’17F revenue guidance from $38m to
$33m with delay of $5m core diagnostic sales to 1Q’18.

This led to FY’17F EBITDA guidance being lowered from
~$4.5m to between $2.1m and $3.6m. Most of the
associated costs were already expensed.

2H17 step-out success with MEG and eHealth was in line
with our estimate. One MEG sale was signed for delivery in
FY’18F, and US eHealth sales augmented Chinese sales.

Our FY’17F EBITDA is halved from ~$4.50m to $2.25m vs
$5.0m pcp.

We keep our FY’18F sales at $49.5m with: Core diagnostic
at $36m (+9% on pcp), MEG at $10m vs. $0m pcp, and
eHealth $4.5m EBITDA vs. $0.5m pcp.

CMP can now supply both premium and mid-tier diagnostic
equipment by: streamlining its low cost global diagnostic
machine supply chain (one-off cost $0.6m); and, replacing
half of its eight strong US sales team (one-off cost $1m).

We note that CMP’s major competitor in core diagnostics,
Natus (BABY.NASDAQ), has had flat sales since CY’15.
CMP is bringing a wider range of offerings across all
channels (traditional sleep clinics, general practice, at home)
with rejuvenated US sales beside EU and Asian teams.

MEG growth in FY’'18F and FY’19F is set to meet our
ambitious forecast of five unit sales with: one already signed;
four at detailed stage; and, another 35 at preliminary stage.
Each sale is worth $5m with ~$3m of EBITDA

eHealth FY18F sales of $4.5m can now be met by a mix of
US sales ($0.3m recurring sales already locked in) and a
third of the $10m of Chinese contract.

Investment View: We are confident that CMP’s technical
and cost advantages are sound across core diagnostic to
step-outs in MEG and eHealth and lift long term DCF by 22%
to $1.35/share. We see a breakout earnings year in FY’18F.
and stay with a Buy recommendation. We lower PT 10% to
$1.00/share for modest increase to earnings risk from further
core earnings’ slippage.
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$0.56

$1.00 (from $1.11)
14.4x FY’18F EV/EBITDA
58.6%

$1.35 (from $1.11)
$99m

$0.1m

EPS Changes & PAC Partners vs. Consensus

Y/e Jun ($m) 2017F 2018F 2019F
Previous EPS (cps) 1.3 4.6 7.3
Change in EPS (%) -70% 0% 0%

Financial Forecasts & Valuation Metrics

Y/e Jun ($m) 2016A 2017F 2018F 2019F
Revenue 37.5 32.8 49.5 74.1
NPAT 4.3 0.9 8.0 12.4
EPS (cps) 2.5 0.5 4.5 7.0
EPS Growth 27% -80% 788% 55%
DPS (c) 0.0 0.0 1.1 1.8
EV / EBITDA (x) 21.2 46.3 8.7 5.7
PER (x) 24.8 123.8 13.9 9.0
Dividend Yield 0.0% 0.0% 1.8% 2.9%
Gearing -3% -24% -40% -34%
Interest Cover (x) na na na 57.1

Source: PAC Partners estimates
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The information contained in this report is provided by PAC Partners to Wholesale Investors Only.
The information contained in this report is to be read in conjunction with other important disclosures at the end of this document.
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Compumedics Price $ 0.56
NFPOS 176 m MarketCap  $99m
PROFIT & LOSS (Sm)
Yiend FY13A FY14A FY15A FY16A FY17F FY15F FY19F FY20F
Revenue 7.2 30.8 335 375 32.8 49.5 741 111.5
EBITDA 0.3 3.0 4.1 5.0 23 1.5 17.3 274
Depreciation & Amortisation 12 1.4 1.4 1.4 1.4 1.4 1.5 1.5
EBIT -0.9 1.6 27 3.6 0.9 10.0 15.9 25.9
Net Interest -0.4 -0.6 -7 -0.5 -0 0.0 0.3 0.4
Income tax -0.2 -01 0.0 0.z -01 -2.0 =32 -5.3
NPAT underfying -1.5 0.9 2.0 32 0.6 8.1 129 21.0
Equity Accounting Profits
Less non-controling Interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
NPAT underlying - attribu -1.5 0.9 2.0 3.2 0.6 81 12.9 21.0
Abnormal tems 0.0 0.0 0.0 0.0 -0.5 0.0 0.0 0.0
NPAT Reported. -1.5 0.9 2.0 3.2 0.1 8.1 12.9 21.0
BALANCE SHEET ($m)
Yiend FY13A FY14A FY15A FY16A FY17F FY15F FY19F FY20F
Cash 1.3 1.1 22 31 7.5 13.4 15.4 221
PPSE 07 07 0.8 0.8 1.3 1.8 3.0 5.0
Debtors & Inventory 13.6 147 185 18.4 19.2 222 348 50.2
Intangibles 35 28 27 24 25 27 28 28
Other assets 0.0 0.z 0.5 1.4 0.9 0.9 0.9 0.9
Total Assets 19.1 19.5 1.7 26.1 1.4 4.0 56.7 a1
Borrowings 23 20 20 26 26 26 26 26
Trade Creditors 46 46 42 4.1 43 5.0 T3 109
Other Liabilities 38 3T 42 4.8 42 6.3 9.5 14.2
Total Liabilities 10.7 10.4 10.4 1.5 11.0 13.9 19.4 1.7
NET ASSETS 8.4 9.2 1.3 14.6 20.4 27.2 373 53.4
CASH FLOW ($m)
Yiend FY13A FY14A FY15A FY16A FY17F FY15F FY19F FY20F
Operating EBITDA 0.3 3.0 41 5.0 23 115 17.3 274
Interest & Tax (0.8} (0.7} (0.7} (0.5} (0.4} (2.3) (3.5) (5.5)
Working Cap. 08 1.6 1.1} (2.4) (1.1} 0.3) 1) (75)
Operating CF 0.3 o7 2.2 2.2 0.5 8.8 6.8 14.3
Maintenance Capex 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Expansion Capex 0.3) 0.2) (1.3} (1.5} (0.8) 1.0} 1.5) (2.4)
Acquistions 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Free Cashflow (FCF) (0.1) 0.4 0.9 0.7 (0.0) 7.9 5.3 12.0
Ord Dividends 0.0 0.0 0.0 0.0 0.0 2.0 3.2) (5.3)
Equity, (Debt Paydown) 0.0 0.0 0.0 0.0 45 0.0 0.0 0.0
Net Cashflow (0.1) 0.4 0.9 0.7 4.5 59 2.0 6.7
DIRECTORS EXECUTIVES
Shares (m) Shares (m)
David Burton 96.0 Warwick Freeman (CTO) 0.1
David Lawson 34
Alan Anderson 0.1
Total 99.6
eHealth (China) eHealth (China + ROW)
DIVISIONAL SUMMARY (ASm) add MEG
Yiend FY13A FY14A FY15A FY16A FY17F FY15F FY19F FY20F
Revenue
Sleep 8.1 9.3 9.4 12.4 9.3 11.6 14.5 15.2
Brain / Neuro 2.4 9.3 1.5 109 8.1 18.9 286 48.5
Blood Flow (DWL) 5.1 6.5 69 7.5 7.1 6.3 7.1 7.5
eHealth 0.0 0.0 0.0 0.0 0.5 45 15.0 30.0
Consumables/Services 5.4 59 57 6.8 6.8 78 89 103
Total 7.2 30.8 335 375 32.8 49.5 741 111.5
EBITDA
Sleep 0.1 0.9 1.1 1.6 0.6 27 3.4 3T
Brain / Neuro 0.1 0.9 1.4 1.4 28 76 a7 157
Blood Flow (DWL) 0.1 0.6 0.8 1.0 0.5 1.6 1.7 1.8
eHealth 0.0 0.0 0.0 0.0 0.1 11 45 12.0
Consumables/Services 0.1 08 0T 1.4 1.7 Z3 T 31
Other 0.0 0.0 0.0 -0.5 -3.4 -3.8 -4.6 -10.%
MILESTONE 0.0 0.0 0.0 0.0 0.0 0.0
Total 0.3 3.0 4.1 5.0 2.3 11.5 17.3 274

Page 2



PAC Partners | Equity Research

Compumedics (CMP)

S

PAC

PARTNERS

Compumedics Date: 10-Jul-17
Model Updated: 10-Jul-17
KEY RATIOS
Yiend FY13A FY144A FY154A FY164A FY17F FY18F FY19F FY20F
EBMDA Margin (%) 1.3% 9.58% 12.2% 13.2% 7.0% 23.2% 23.4% 24.8%
EBIT Margin (%) -3.2% 51% 8.0% 9.5% 27% 20.3% 21.4% 23.2%
NPAT Margin (%) -5.5% 2.9% 5.8% 8.7% 1.8% 16.3% 17.4% 18.9%
ROE (%) vie -17.8% 59.9% 17.5% 22.3% 3.1% 29.7% 34.5% 39.4%
ROI (%) wie -9.2% 15.6% 24.4% 25.2% 5.7% §1.4% 54.9% T6.7%
ROA (%) vie -B% 5% 9% 12% 2% 20% 23% 268%
NTA per share (5} 0.09 0.09 0.11 013 018 0.2 0.31 0.44
Eff Tax Rate (%) 16.1% -5.5% -2.0% 5.6% -15.0% -20.0% -20.0% -20.0%
Interest Cover (x) 2.1y 26 40 7.0 65 (233.1) (57.1) 72.2)
Net Gearing (%) 12.5% 10.5% -2.0% -3.4% -24.3% -39.8% -34.4% -36.6%
VALUATION PARAMETERS
Yiend FY134A FY14A FY154 FY164A FY17F FY18F FY19F FY20F
EPS Adj (cps) 09 0.5 12 19 0.4 46 7.3 1.9
PE Adij (x) -61.2 102.5 47.3 29.0 157.3 123 .7 4.7
Enterprizse Value (Sm) 99.9 599.8 536 583 939 8.0 85.0 79.3
EV / EBITDA (x) 292.0 336 242 19.8 409 7T 5.0 29
EV /EBIT (x) 1151 63.0 366 il 107.4 8.8 5.4 31
Price  NTA 6.3 59 52 42 34 26 1.8 1.3
DPS (cps) 0.0 0.0 0.0 0.0 0.0 1.4 1.8 3.0
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 2.0% 3.3% 5.3%
Franking (%) 0% 0% 0% 0% 0% 0% 0% 0%
Free Cash / Share (c) 0.0 0.z 0.5 0.4 0.0 4.5 3.0 6.8
Price { FCF PS (x) -1500.4 2793 107.2 1425 -Z2047.9 12.5 18.8 8.3
DCF VALUATION & SENSITIVITY
PV of Cashflows 2017 to 2019 7|Risk Free Rate 4.0%
PV of Cashflows 2020 to 2024 52 Eguity Risk Premium 8.5%
PV of Term Year Cashflow 166 | Equity Beta 1.00
Cost of Equity 12.5%
After Tax WACC 12.9%
Lezs OEl at FY'18 yie 0|Terminal Growth 3.0%
(Met Debt) or Cash (0.2}
PV of Equity 238
PV of Equity per share 1.35
TV WACC
10.9% 12.9% 14.9% 16.9%
2.0%; 5 167 : 5 125: 5 088 :5 0.79
g 2.5%: 5 175: 8 130 : % 101: 8 0.81
§ 3.0%; 8 184 |8 135 5 104 : 8 082
5’ 3.5%; & 184 : 5 140 : 8 107 : 8 0.85
§ 4.0%: 5 205: 8 145 § 11141 8 087
MAJOR SHAREHOLDERS
% %
D&DJ Burton Holdings Pty Lid 54.4% Beijing Bezgtmed Tech 2.8%
Teijin Ltd 4.7%
Armco Barriers Pty Ltd 3.5% Top 4 65%
GROWTH PROFILE (YoY)
Yiend FY134A FY14A FY154 FY164A FY17F FY18F FY19F FY20F
Sales revenue -3% 14% 5% 12% -13% 51% 50% 50%
EBMDA -315% T68% 3% 2% -54% 400% 51% 58%
EBIT -32% -282% 70% 32% -75% 1048% 58% 53%
NRAT -47% -161% 117% 65% -B1% 1183% 60% 53%
EPS (cpe) -48% -160% 117% B3% -82% 1183% 60% 63%
DPS (cps) 0% 0% 0% 0% 0% 0% 60% 53%
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RECOMMENDATION CRITERIA

Investment View
PAC Partners Investment View is based on an absolute
1-year total return equal to capital appreciation plus yield.

A Speculative recommendation is when a company has limited
experience from which to derive a fundamental investment view.

Risk Rating
PAC Partners has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based
on: Management Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis.

Disclosure of Economic Interests
The views expressed in this research report accurately reflect the personal views of Paul Jensz about the subject issuer and its securities.

The following person(s) holds an economic interest in the securities covered in this report or other securities issued by the subject issuer which
may influence this report:

 the author of this report (Paul Jensz)

e a member of the immediate family of the author of this report

Disclaimer
PAC Partners Pty Ltd. (‘“PAC Partners” or “PAC”) is a Corporate Authorised Representative of PAC Asset Management Pty Ltd holder of an
Australian Financial Services Licence (AFSL No. 335 374).

The information contained in this report is provided by PAC Partners to Wholesale Investors only. Retail investor and third party
recipients should not rely, directly or indirectly, on this report. Users of this research report should not act on any content or
recommendation without first seeking professional advice. Whilst the report has been prepared with all reasonable care from sources which we
believe are reliable, no responsibility or liability is accepted by PAC Partners, for any errors or omissions or misstatements however caused. Any
opinions, forecasts or recommendations reflect our judgement and assumptions at the date of publication or broadcast and may change without
notice. This report is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any
investment. This publication contains general securities advice. In preparing our Content it is not possible to take into consideration the
investment objectives, financial situation or particular needs of any individual user. Access of this report does not create a client relationship
between PAC Partners and the user. Before making an investment decision on the basis of this advice, you need to consider, with or without the
assistance of a securities adviser, whether the advice in this publication is appropriate in light of your particular investment needs, objectives
and financial situation. PAC and its associates within the meaning of the Corporations Act may hold securities in the companies referred to in
this publication. PAC believes that the advice and information herein is accurate and reliable, but no warranties of accuracy, reliability or
completeness are given (except insofar as liability under any statute cannot be excluded). No responsibility for any errors or omissions or any
negligence is accepted by PAC or any of its directors, employees or agents. Any content is not for public circulation or reproduction, whether in
whole or in part and is not to be disclosed to any person other than the intended user, without the prior written consent of PAC Partners.

Disclosure of Corporate Involvement

PAC Partners has in the previous 12 months carried out work on behalf of the Company described in this report and received fees on
commercial terms for its services. PAC Partners and/or their associates may own securities of the Company described in this report. PAC
Partners does and seeks to do business with companies covered in the research. PAC may receive commissions from dealing in securities. As
a result, investors should be aware that PAC Partners may have a conflict of interest that could affect the objectivity of this report.
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For more information about PAC Partners please visit www.pacpartners.com.au
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