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Just to refresh, there are a handful of challenges in projecting Assure’s operating results. There are the usual 

suspects; for instance, how much will they “sell” and what will they sell it for, which in this case is dictated in 

part by how many surgeons they have on board.  But is Assure’s case, that analysis is also complicated by the fact 

that they will likely not collect as much as they bill, and each quarter involves a reflection of their success in those 

collections, which leads to adjustments directly to revenues (a procedure we still don’t fully embrace).  So then, 

projecting Assure’s numbers not only includes trying to ascertain how many surgeons will contribute to the 

reporting period (which is changing as they try to add new doctors), how many procedures those surgeons will 

perform, who they perform them on (private or government pay) and then lastly how much we need to subtract 

for all of that as we try to project which portions of these procedures and past procedures will not actually be 

collected and therefore need to be subtracted from the projected revenues for any given period.  There are a few 

moving parts here, and all of it culminates in challenging visibility.  That said, here is how our model fared for 

the quarter.  

 

The Company reported revenues of just under $8 million versus our estimate of just under $9 million.  That 

difference was largely driven by the fact that we projected they would perform 1633 procedures versus the actual 

number of 1519.  Further, our procedures miss was driven by the fact that we had them adding a few more doctors 

in various jurisdictions than they actually added. That said, assuming the addition of surgeons is always going to 

be complicated by the fact that even if we get the number of surgeons added correct, we really can’t know how 

much they contributed to the quarters they were added in.  That is, their contribution is different if they are added 

at the front of the quarter versus the end of the quarter.   

 

The above noted, when we adjusted our model to reflect the current number of surgeons for the quarter, our 

procedures fell within a handful of actual procedures, which in turn adjusted our projected revenues to within 

about $200,000 of the actual as well.  To translate, that give us some confidence that our formula to discount new 

revenues as well as claw back remaining uncollected “old” revenues may at least be in line with what the Company 

is reflecting.  Obviously, they still must collect even the “adjusted” revenues they reflect, but again, at least for 

this specific quarter, we feel like we are getting closer to knocking the edges off the model and its resulting revenue 

projections. 

 

Moving on, we significantly overstated the cost of goods sold.  However, from the sounds of it, some of that 

number was impacted by the switch from the third-party billing company to the new in-house approach.  In short, 

that led to an extraordinary margin event.  We expect forward margins to be more in line with our projections in 

the 75%+- range.  

 

Operating expenses were $2.1 million versus our estimate of $2.1 million. We overstated “Earnings from Equity 

Investments” but that was partially offset by our understatement of (operating line item) “Contract Fees”.  Recall, 

they are transitioning business from the former to the latter of these lines items as they sign new business. 

Admittedly, we need to get a better handle on the nuances between the two. The remainder of the line items were 

largely in line with our estimates and finally, they reported diluted EPS of $.09 versus our estimate of $.10. Our 

assumption of new doctors added and by extension procedures performed and by extension higher projected 

revenues than actual was the genesis of that difference.  That said, we thought it was a very nice quarter.  

 

There are likely some changes coming to the business that will cause us to revisit some of our model assumptions.  

For instance, we know they are actively looking to add acquisitions, in fact they have one queued up to close in 

mid-January 2020.  We prefer to make sure that closes before we try to integrate it. They also announced a 

financing, which is a convertible preferred.  Here again, we will wait until that is completed before we model its 

impact.  Their acquisitive endeavors will depend on access to additional capital as well as progress on the 

collections front. To that point, we also expect the nature of the model (largely margins and working 

capital/collection cycle) to be impacted by the addition of in-network arrangements. As they reiterated on the call, 

they recently added the first of these in Michigan with Aetna, and we believe they will add more.  As one might 

expect, the metrics of those will not be matter of public disclosure, so we are going to have to extrapolate much 

of that as well as it comes on-line.         
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Lastly, despite the Company’s efforts to improve the collection cycle and collections in general, the issue remains 

the elephant in the room.  We submit, the Company has reported 9 month trailing diluted EPS of $.23 and we 

estimate full year Fiscal 2019 diluted EPS of $.30 to $.31 per share. If we are right about that, the stock is trading 

at just over 5X earnings. Clearly, the street remains skeptical about either their ability to continue growing those 

revenues, their ability to collect all those revenues or both.  As for us, we certainly understand that view, and 

frankly we remain guarded about those notions as well. However, as we noted above, we think we are beginning 

to whittle our model down to more accurately reflect the Company’s “algorithm” assessing the collectability of 

receivables and by extension the integrity of their revenue bookings. (Of course, that still requires our getting the 

surgeon additions reasonably correct as well).  Moreover, we have also tried to construct the model to 

rationalize/reconcile the cash flow and accounts receivables data to gauge the success of the receivable collections.  

Here again, the results of our cash and receivable projections versus actual numbers for Q3 were close enough for 

us to believe we are on the right track, which in turn gives us a bit more confidence in our numbers and overall 

target assumptions.  

 

To reiterate, we won’t argue that key elements to Assure’s success still lack visibility, most notably the 

collectability of their receivables and the timing therein, but there are others as well. On the other hand, it appears 

to us like management has made considerable progress in trying to address the major weaknesses of the business 

and at the same time has also managed to significantly grow the procedure and surgeon base(s) both 

geographically and in the aggregate.  For instance, we thought one of the more telling metrics for the quarter was 

the fact that 77% of their revenues came from outside of Colorado, whereas in the same quarter last year that 

number was just 29%. We also think the in-network contract in Michigan represents a milestone, as well as perhaps 

some validation of the business. While we submit, there are execution, industry and other business risks that 

remain quite topical here, we are comfortable suggesting that the Company has likely never been in a better 

position and as such we remain committed to the notion that higher valuations should prove appropriate.  We will 

address some of the emerging portions of the story (acquisitions, capital raises, in-network agreements etc.) as 

associated data points become available and that includes appropriate adjustments to our model.  As for our targets 

and allocation, we haven’t seen anything that makes us change our mind about our targets, but the stock sold off 

after the quarter which is a little surprising (but we think circles back to the “elephant in the room” we addressed 

above).  Given the sell off on the heels of what we saw as a good quarter, we are inclined to increase our allocation.  

In fact, we have held on to this update for a few days contemplating that notion. However, to reiterate what we 

noted above, we think we will wait for the consummation of the pending acquisition and the financing to address 

that since we will need to make some model adjustments relative to each/both.        
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Projected Operating Model 
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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.  

  Assure Holding Corp. paid fees to present at conferences that were 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. That hosting and distribution license has since expired and was not subsequently renewed.      

 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/

