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Assure’s Q1F19 results were below our expectations.  However, keep in mind, we, the street and the Company 

are all still trying to get our arms around the collectability (and timing therein) of the receivables. That notion 

includes trying to ascertain the proper revenue recognition relative to billed procedures, as well as ongoing 

reserves or write downs against previously recognized revenues.  There were some specific nuances to the 

numbers that lead to the bulk of our miss(es) so we will cover those briefly. 

  

First, there were nearly $1 million of additional reserves against receivables, split between “Out of Network Fees” 

and “Earnings from Equity Method Investments”.  We were still short on the balance of the revenues although we 

actually projected a few less procedures than they ended up performing. That tells us that either they performed a 

higher mix of contracted procedures (which generally means lower reimbursement Medicare or Medicaid 

procedures) or they recorded a lower projected reimbursement/expected revenue per out of network procedure, or 

both.  We suspect it is probably a combination of the two since it sounds like Louisiana, which has provided a 

considerable portion of the recent procedure growth, has a bit higher mix of contracted patients.  Keep in mind, 

that elusive assumed revenue (read: collectible) per procedure is the great unknown here, but since we gained 

some clarity on the Q1 impact of A/R reserves on net revenues, we think the quarter has allowed to get our arms 

around what the Company now believes it can collect. That by the way will continue to be an elusive number, but, 

they (and in response we) have certainly crammed down their expectations of collectible revenues, and we think 

the number they are reflecting is starting to look more like something they may be able to collect, although, 

conceptually that is true of any revisions that get closer to zero, so we will have to continue to measure their 

progress both in terms of collecting A/R’s as well as booking revenues in reasonable proximity to those outcomes. 

 

As an adjunct to the A/R collection issue, we do feel comfortable suggesting that the Company is deploying new 

systems, resources and personnel aimed at improving collections on a variety of fronts. We think that will include 

more aggressive approaches to collecting past receivables, reserved and not reserved.  That does not by the way, 

mean they will be successful, but we do think it has become a more acute part of their corporate focus. We would 

add, we think the recent personnel additions to the C-Suite and otherwise, should certainly improve that process.   

 

Aside from collectible revenue clarity, we also learned some items that have changed additional revenue 

assumptions as well. For instance, the Company has worked to reconfigure some of its “Earnings from Equity 

Method Investments” approaches.  Going forward (depending in part on jurisdictional law) they will seek 

arrangements where they own a larger portion of the investment entity than past deals have afforded them.  In 

other instances, they will seek to retain a management fee in leu of the equity (which by the way, will show up on 

the “Contract Fees” operating line. Here again, they will seek to retain larger portions of the entities’ revenues in 

one from or the other.  Obviously, success in that regard will be positive, although we have not modeled that 

iteration.   

 

We would also note that SG&A was markedly higher than we had anticipate.  Granted, there was a considerable 

non-cash stock compensation charge related to some option distributions (which recall were originally returned 

to the Company by founder Preston Parsons).  We had not attempted to account for those in the prior model.  

There will be some remnants of those over the next few quarters which will again impact SG&A as well, but, 

setting that aside, we expect SG&A to track higher than prior periods (as it turns out, probably beyond the higher 

levels we had already assumed) as the Company attempts to add surgeons and otherwise grow the business, as 

well as beef up their A/R collections apparatus and general corporate oversight.  In that context, we have modeled 

what we think are more appropriate levels of SG&A going forward.                                

 

As we have already lamented, since the time of our initiation covering Assure has been like catching a falling 

knife. On the other hand, while we have spent considerable timing being wrong here, there are major portions of 

the original thesis that we think remain intact. On the other hand, so do several of the risk we originally identified.  

In short, they have proven adept at adding physicians, so we think that portion of the business and the associated 

model remain intact. In conjunction, we saw them recently add a small acquisition, which is an approach they are 

talking more about these days. We think they can grow the business in terms of procedures. However, getting 

reimbursed for all or portions of those procedures in out-of-network arrangements will continue to be a challenge. 
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Ultimately, that may lead them to seek some in-network arrangements, which while improving the collectability 

of receivables, could also result in lower net revenues per procedure.  Succinctly, there are some other germane 

observations we have about the business, but we won’t belabor this update with those.  We are however happy to 

discuss those with subscribers if they would like to have that discussion.            

  
The above said, while logic, or maybe just good old common sense, might dictate that we accept our failure and 

move on, we continue to believe there is a viable business here. The fact is, despite the disappointments, they have 

managed to grow the business on multiple fronts, and we believe they have made key positive additions that 

should mitigate some of the shortcomings. To reiterate, there are clear challenges and risks that remain, but we 

think opportunity remains as well, especially given the recent drubbing the stock has taken. To that point, the 

stock looks to us like it is getting washed out…likely by legacy shareholders who have had enough and just want 

to stop seeing the stock in their portfolio. Translation: from a technical perspective, the stock may have to get 

worse before it gets better. We are not technical analysts, which why we stick to the fundamentals, but that is our 

general sense of the chart. Consequently, given some of our considerable adjustments to the model assumptions, 

we are establishing a new (lower) 12-24 month price target of *$4.20 per share.  However, in addition, we are 

raising our allocation from 4 to **5 largely as a result of the recent sell-off of the shares. We will evaluate each 

as we move forward.       
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General Disclaimer:  

Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of it investor 

base. Our publications are for information purposes only. Readers should review all available information on any company 

mentioned in our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press 

releases, as well as other regulatory filings. Trickle Research is not registered as a securities broker-dealer or an investment 

advisor either with the U.S. Securities and Exchange Commission or with any state securities regulatory authority. Readers 

should consult with their own independent tax, business and financial advisors with respect to any reported company. 

Trickle Research and/or its officers, investors and employees, and/or members of their families may have a long/short 

position in the securities mentioned in our research and analysis and may make purchases and/or sales for their own account 

of those securities.  David Lavigne does not hold a position in Assure Holdings Corp.  

Trickle Research has not been compensated directly by Assure Holdings Corp. for the publication of this report nor has 

Assure compensated Trickle Research for any other services associated with this research report.  In September 2017, 

Assure Holding Corp. paid a fee to present at a conference that was co-sponsored by Trickle Research LLC. 

Trickle Research has an exclusive content distribution agreement with SMM.Global whereby SMM.Global pays Trickle 

Research a fee for any Trickle labeled content displayed, hosted or distributed on its site: www.SMM.Global.  Per that 

agreement, SMM.Global may charge issuers to host and distribute licensed research.    Issuers may choose to pay 

SMM.Global for the hosting and distribution of Trickle Research.  They are under no obligation to do so. Assure has paid 

SMM.Global to host and distribute Trickle’s research on Assure and SMM had paid Trickle a license fee for the display of 

that content.      

 Assure has paid fees to present at investor conferences co-sponsored by Trickle Research. 

Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of 

Trickle Research is prohibited.  All rights reserved.  Portions of this publication excerpted from company filings or other 

sources are noted in italics and referenced throughout the report. 

Rating System Overview: 

 

There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 1 

“investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.  

Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with a rating of 1.  As 

a guideline, here is a suggestion on how to use the allocation system. 

Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  In 

simple terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, our goal 

is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, if you think you 

would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per stock (using the 

diversification approach we just mentioned, and the 20-stock coverage list we suggested and leaving some room to add to positions 

around allocation upgrades. We generally start initial coverage stocks with an allocation of 4.  Thus, at $1000 invested per stock and 

a typical starting allocation of 4, your “investment unit” would be the same $250 we used in the example above.   Thus, if we initiate 

a stock at a 4, you might consider putting $1000 into the position ($250 * 4).  If we later raise the allocation to 6, you might consider 

adding two additional units or $500 to the position.  If we then reduce the allocation from 6 to 4 you might consider selling whatever 

number of shares you purchased with 2 of the original 4 investment units.   Again, this is just a suggestion as to how you might be 

able to use the allocation system to manage your portfolio.  

For those attached to more traditional rating systems (Buy, Sell, Hold) we would submit the following guidelines. 

A Trickle rating of 1 thru 3 would best correspond to a "Speculative Buy" although we would caution that a rating in that 

range should not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating 

because the stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of 

our ratings.  

A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.  

A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range would 

indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of these. 

http://www.smm.global/

