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About NDF Research 

NDF is an independent equity research firm based in Sydney, Australia. It focuses on Life Science companies that 

are publicly traded on the Australian Securities Exchange (ASX), most of which are headquartered in Australia and 

New Zealand. ASX hosts one of the world’s premier equity markets for biotech and medical device companies, 

and is home to world-beating companies such as CSL and ResMed and emerging pioneers such as Mesoblast and 

Impedimed. 

NDF’s Founder and Senior Analyst, Stuart Roberts, has been involved in Life Sciences since 2002 as a sell-side 

analyst as well as an executive of two ASX-listed immuno-oncology drug developers. 

NDF believes that ASX-listed companies have been largely overlooked in the global Life Sciences boom that began 

in late 2008, partly because of insufficient quality research. NDF's goal is to provide such research, and introduce 

investors around the world to potential future billion dollar companies from 'Down Under'. 

To learn more about the Life Sciences sector on the ASX and our firm, please visit ndfresearch.com. 

 

 
Ferry at the end of a rainbow on Sydney Harbour, August 2014 
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Financial summary 
 

 

Code ALC Rating BUY
Analyst Stuart Roberts Price target $0.200
Date Upside/downside 115.1%
Share price $0.0930 Valuation $0.122 / $0.263
Market capitalisation $56m Valuation method DCF
Year end 30 June Risk Medium

PROFIT AND LOSS (A$m) EARNINGS (A$m)

Y/e June 30 (A$m) FY15A FY16A FY17E FY18E FY19E Y/e  June 30 FY15A FY16A FY17E FY18E FY19E

Revenue 5.2 4.0 6.1 11.7 17.3 Net profit ($m) -0.3 -2.5 -0.2 1.4 2.9

EBITDA -0.2 -2.5 -0.1 1.5 3.1 EPS (c) -0.2 -0.6 0.0 0.2 0.4

D&A -0.1 -0.1 0.0 -0.1 -0.1 EPS growth (%) N/A N/A N/A N/A 69%

EBIT -0.3 -2.6 -0.2 1.4 3.0 P/E ratio (x) -40.4 -16.1 -364.1 44.4 26.3
Net interest 0.0 0.1 0.0 0.0 0.0 CFPS (c) 0.8 -0.6 0.0 0.2 0.4
Pre-tax profit -0.3 -2.5 -0.2 1.4 3.0 Price/CF (x) 11.4 -15.6 393.1 39.5 24.7

Tax 0.0 0.0 0.0 0.0 -0.1 DPS ( c ) 0.0 0.0 0.0 0.0 0.0

NPAT -0.3 -2.5 -0.2 1.4 2.9 Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Minority interests 0.0 0.0 0.0 0.0 0.0 Franking (%) N/A N/A N/A N/A N/A
Net profit after minorities -0.3 -2.5 -0.2 1.4 2.9 EV/EBITDA -265.8 -20.0 -393.7 32.9 14.8

EV/EBIT -171.2 -19.4 -287.9 34.2 15.1

BALANCE SHEET (A$m)

Y/e  June 30 FY15A FY16A FY17E FY18E FY19E PROFITABILITY RATIOS

Cash 2.3 5.6 5.7 7.3 10.4 Y/e  June 30 FY15A FY16A FY17E FY18E FY19E

Current receivables 1.3 2.1 2.2 2.4 2.5 EBITDA/revenue (%) N/A N/A N/A 12.7% 17.9%
Inventories 0.0 0.0 0.1 0.2 0.4 EBIT/revenue (%) N/A N/A N/A 12.2% 17.5%
Other current assets 0.0 0.1 0.1 0.1 0.1 Return on assets (%) -8.1% -31.5% -2.0% 14.0% 21.5%

Current assets 3.6 7.8 8.0 10.0 13.4 Return on equity (%) -48.8% -38.7% -2.5% 16.7% 24.7%
Return on funds empl’d (%) -14.5% -38.7% -2.5% 16.7% 24.7%

PPE 0.2 0.1 0.2 0.2 0.2 Dividend cover (x) N/A N/A N/A 0% 0%
Intangible assets 0.0 0.0 0.0 0.0 0.0 Effective tax rate (%) 2.2% 0.0% 0.0% 0.0% 3.2%
Other non-current assets 0.1 0.1 0.1 0.1 0.1

Non-current assets 0.3 0.2 0.3 0.3 0.3 LIQUIDITY AND LEVERAGE RATIOS

Y/e  June 30 FY15A FY16A FY17E FY18E FY19E

Total assets 3.9 8.1 8.3 10.3 13.7 Net debt/(cash) ($m) -1 -6 -6 -7 -10
Net debt/equity (%) -118.9% -85.8% -84.4% -84.7% -87.1%

Payables 0.5 0.4 0.4 0.5 0.7 Net interest cover (x) N/A N/A N/A N/A N/A

Debt 1.5 0.0 0.0 0.0 0.0 Current ratio (x) 2.2 5.4 5.4 6.2 7.8

Other liabilities 1.2 1.1 1.1 1.1 1.1

Total liabilities 3.3 1.5 1.5 1.7 1.8 INTERIMS

Y/e  June 30 ($m) 2H15A 1H16A 2H16A 1H17F 2H17F

Shareholders’ equity 0.7 6.6 6.8 8.6 11.9 Revenue 2.7 2.0 2.0 3.0 3.0
Minorities 0.0 0.0 0.0 0.0 0.0 EBITDA 0.0 -1.0 -1.5 -0.1 0.0

Total shareholders funds 0.7 6.6 6.8 8.6 11.9 D&A -0.1 0.0 0.0 0.0 0.0

EBIT -0.1 -1.0 -1.6 -0.1 -0.1

Total funds employed 3.9 8.1 8.3 10.3 13.7 Net interest 0.0 0.0 0.1 0.0 0.0
Pre-tax profit -0.1 -1.0 -1.5 -0.1 -0.1

W/A shares on issue 138 440 650 687 833 Tax 0.0 0.0 0.0 0.0 0.0

NPAT -0.1 -1.0 -1.5 -0.1 -0.1

CASH FLOW (A$m) Minority interests 0.0 0.0 0.0 0.0 0.0

Y/e  June 30 FY15A FY16A FY17E FY18E FY19E Net profit after minorities -0.1 -1.0 -1.5 -0.1 -0.1
NPAT plus discontinued ops. -0.3 -2.5 -0.2 1.4 2.9
Non-cash items 0.1 0.1 0.4 0.4 0.4 VALUATION
Working capital 1.3 -0.2 -0.1 -0.2 -0.2
Other operating cash flow 0.0 0.0 0.0 0.0 0.0
Operating cashflow 1.1 -2.6 0.2 1.6 3.1

Base Optim.
Capex -0.1 0.0 -0.1 -0.1 0.0 Value of business 109.6 236.2
Investments 0.0 5.3 0.0 0.0 0.0 Value of tax losses 1.2 1.2
Other investing cash flow 0.0 0.0 0.0 0.0 0.0 Corporate overhead -7.6 -7.6

Investing cashflow -0.1 5.3 -0.1 -0.1 0.0 Cash now (A$m) 5.9 5.9

Cash to be raised (A$m) 0.0 0.0
Change in borrowings 1.3 0.0 0.0 0.0 0.0 Option exercises (A$m) 0.1 0.1
Equity raised 0.0 0.7 0.0 0.0 0.0 Total value  (A$m) 109.2 235.8
Dividends paid 0.0 0.0 0.0 0.0 0.0 Total diluted shares (million) 898.3 898.3
Other financing cash flow 0.0 0.0 0.0 0.0 0.0 Value per share $0.122 $0.263

Financing cashflow 1.3 0.6 0.0 0.0 0.0 Valuation midpoint $0.193

Share price now (A$ per share) $0.093

Net change in cash 2.3 3.3 0.1 1.6 3.1 Upside to midpoint 107.0%

Cash at end of period 2.3 5.6 5.7 7.3 10.4

15 December, 2016
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Introducing Alcidion (ASX: ALC) 
Who is Alcidion? Alcidion Group, an emerging health informatics company based in Adelaide, went public on 

the ASX via a back-door listing1 in early 2016 in which the company raised $2m at 3.1 cents per share, 

complimenting the existing $3.7m held in cash reserves2. Alcidion is being built around an informatics platform 

called ‘Miya’, which is designed to integrate various Clinical Information Systems within a hospital environment, 

take information from these systems vital to the care teams, and push that information to the ‘care frontline’ (ie 

the point where patients and doctors meet, the ‘Point of Care’) primarily via mobile devices and large format 

interactive displays. The Alcidion platform is a broad one, encompassing the Emergency Department as well as 

Inpatient and Outpatient Care, and includes Electronic Health Record (EHR) and Clinical Decision Support 

capability. At the moment, Miya is being used at 11 hospitals in Australia, and generates annual revenue of 

around A$5m pa, principally through paid beta deployments. 

Why is Alcidion special? There are any number of large, well-capitalised companies, mainly in the United States 

and Europe, that can theoretically do what Alcidion is doing with Miya. However, we argue that Alcidion has four 

main competitive advantages in the health informatics space.  

 Interoperability. The various elements of Miya are highly interoperable with what’s already in place 

within the hospital environment.  With healthcare providers in the US currently struggling to get 

competing EHR systems to talk to each other, this is a significant selling point. 

 No need to ‘pull and replace’. This advantage relates to Miya’s interoperability. Miya is a supervisory 

platform that resides on top of the existing Clinical Information Systems, whereas competitive 

offerings typically require that all the existing Clinical Information Systems be replaced with a single 

vendor.  Aside from the substantial cost benefits, this enables the individual departments to select the 

‘best-of-breed’ solution for their department and minimises the extensive change management 

process that are synonymous with the deployment of a monolithic EHR solution. 

 Local focus. The company’s initial market focus is Australia and New Zealand, where until recently 

hospitals have under-invested in health informatics but are now looking for help to catch up. 

Furthermore, the Alcidion platforms have been developed through the adoption of the Australian and 

New Zealand Clinical Guidelines (versus American Clinical Guidelines), which ensures that the solution 

functions in accordance with Australia and New Zealand best practice. 

 Emphasis on care productivity. Alcidion’s focus with Miya has been on increasing the productivity of 

care teams, which, strangely, has not been common in health informatics up until now.  

What is the market environment for Alcidion? The last eight years have seen a massive increase in healthcare 

IT spending globally, as healthcare systems seek the obvious efficiency gains from Electronic Health Records, 

                                                             
1 ‘Backdoor listing’ is an Australian term for what is known in US equity markets as a ‘Reverse Takeover’. The privately-held Alcidion was merged into a 
defunct mineral explorer called Naracoota Resources Ltd, ASX Code NRR. Naracoota acquired Alcidion for $12m in scrip, satisfied by the issue of 400 
million shares at 3.1 cents each. The vendors currently hold around 66% of the issued capital of Alcidion. 
2 Alcidion Corporation Pty Ltd had $1.75m in cash as part of the transaction, Naracoota Resources held $3.70m in cash and additionally raised a further 
$2.0m through a full-form prospectus.  After the expenses attributed to the listing of Alcidion on the ASX, the combined entity held $7m in cash. 

ALCIDION 
CURRENT 
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remote monitoring, mobile solutions for physicians and so on, and as payors insist on such investments to 

manage the massive increase in healthcare utilisation driven by ageing populations with higher levels of chronic 

illnesses. With healthcare IT spending on our estimates now worth US$110bn and growing 3-4% pa, we see 

strong opportunities for Alcidion to tap into higher IT budgets at the hospital level. 

What is the financial outlook for Alcidion? We see Alcidion growing revenue from $5m in FY15 to ~$12m in FY18 

and ~$17m in FY19 on the back of continued contract wins in Australia and the first installations in the US. We look 

for the company to be profitable from FY18. Alcidion was debt-free with $7m in cash at the time of listing in 

February 2016. As at September 2016 the company still had $5.9m cash. We believe Alcidion’s current cash 

reserves will be sufficient to fund the company through to profitability. We note with interest that Alcidion was 

cash flow positive in the September 2016 quarter. 

 

Ten reasons to consider Alcidion 
1. Alcidion has a capable and experienced leadership team. Ray Blight, formerly CEO of the South 

Australian Health Commission and the Chairman of the Health Ministers Advisory Council, along with 

Dr. Malcolm Pradhan, formerly the Dean of Health Informatics at the University of Adelaide3, started 

Alcidion in 2000 to develop a Clinical Decision Support platform suitable to a 21st Century healthcare 

system. Having invested years of their time into the development of Miya as their ideal platform, the 

Blight/Pradhan team are, in our view, well-placed to take Alcidion to the next level given demand is high 

for Miya-style solutions. 

2. Alcidion has a robust health informatics platform. Whereas health IT systems have until recently 

focused on compliance and billing, Alcidion with its Miya platform distinguishes itself with a system that 

provides support for care teams and is highly interoperable with all the existing systems within the 

hospital environment. 

3. Alcidion is growing its business in Australia. The company has a A$4-5m pa business in Australia 

serving 11 large tertiary hospitals. With the technology now operational at these paid beta sites, the 

company is in the process of commercialisation. We see this suite of Miya installations as providing a 

good test bed for the company to grow in its home market, in an environment where the Australian 

Federal government is encouraging the growth of health IT through the newly formed Australian Digital 

Health Agency, alongside multiple state governments that have formed eHealth departments over the 

past 12 months. 

4. The market for Health IT solutions is growing rapidly. We see America’s HITECH act, passed in 2009 

to promote the adoption of Electronic Health Records, as having prompted a once-in-a-lifetime boom in 

Health IT investment not just in America but around the world. We estimate the market for Health IT 

solutions is currently US$110bn growing 3-4% pa. This rapid growth provides Alcidion with an 

opportunity to build the profile of its Miya platform in the markets in which it intends to compete. 

                                                             
3 Pradhan’s PhD, from Stanford, was in health informatics. 
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5. Alcidion intends to grow in the US. Alcidion has indicated that wants to be operating in the US by the 

start of 2018. Ahead of this, Alcidion intends to implement QSR820 / ISO13485 and gain FDA approval 

for its Miya platform as a Class II medical device. We think that Alcidion’s entry into the US could prompt 

major growth given the coming demand for Clinical Decision Support Systems in that market. 

6. Alcidion has potential to be a leader in Clinical Decision Support. At the moment, most healthcare 

systems are focused more on Electronic Health Records than on Clinical Decision Support. We believe 

that companies with expertise in this field today will be well placed once attention turns to Clinical 

Decision Support in the next stage of the health IT boom. 

7. Alcidion’s platform has a high level of interoperability. With interoperability an increasingly important 

issue for the US healthcare system, given its current experience with competing Electronic Health Record 

platforms, we see the ability of Miya to integrate with multiple systems within a hospital environment as 

an important selling point. 

8. Alcidion’s platform increases the mobility of care teams. Alcidion has constructed Miya to operate 

around mobile devices like iPads. With the use of mobile applications rapidly growing in healthcare 

today, any system that works on iPads is likely to be popular with clinicians.  

9. Alcidion is well-funded. As at September 2016 Alcidion held A$5.9m cash with the company having 

burned very little since its February 2016 relisting. We believe Alcidion has sufficient cash resources to 

grow to profitability without further capital needing to be raised. 

10. Alcidion is undervalued on our numbers.  We value Alcidion at 12.2 cents per share base case and 26.3 

cents per share optimistic case using a DCF approach. Our target price of 20 cents per share sits at the 

midpoint of our valuation range. We see various contract wins in Australia and New Zealand, and the 

beginning of US commercial interest, as driving a re-rating towards our target price. 

 

Alcidion is a player in Clinical Decision Support  
Miya is a Clinical Decision Support System. Alcidion’s Miya platform, on which approximately $19m has been 

spent to date4, has been designed first and foremost as an automated Clinical Decision Support System for the 

benefit of care teams. Hospitals already have numerous IT systems that track patients in various ways, but the 

relevant information is, more often than not, sitting in departmental silos where the doctors and their staff have 

to work in order to get pull together numerous unconnected pieces of information with which to make care 

decisions. With Miya, by contrast, electronic data feeds from the disparate systems to which the platform is 

connected are actively monitored to detect emerging risk, with alerts then sent to the right people in the care 

team at the right time. Miya doesn’t just integrate the data, but analyses it using ‘best practice’ knowledge so that 

the care teams can be provided guidance. Moreover, Miya doesn’t just make the information and guidance 

                                                             
4 A$3m from grants, $3m from R&D tax concessions and the remainder from the founders, Allure Capital (Nathan Buzza) and Blue Sky Private Equity, 
other shareholders, and the reinvestment of retained earnings. 
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available not just on desktop PCs, but also on tablets carried by the doctors and nurses as well as the ‘journey 

boards’ that are routinely used in hospitals to get an overview of a group of patients5. 

Miya is currently used in 11 hospitals around Australia.  

- The three hospitals within Victoria’s Western Health network (ie the western suburbs of Melbourne) – 

Footscray, Sunshine and Williamstown; 

- Four of the five hospitals operated by the Northern Territory Department of Health, namely Royal 

Darwin, Alice Springs, Katherine and Tennant Creek; 

- The Northern Integrated Care Service (NICS) run by the Tasmanian Health Department. 

Miya covers the entire spectrum of care within a hospital. There are eight major modules within Miya: 

- Miya Patient Flow, an e-health guidance system that optimizes the patient journey for patients by 

integrating electronic journey boards, mobile EMR data capture, EMR software and an intelligent 

monitoring system to streamline patient flow.  

- Miya Mobile, a native iOS Application that provide a mobile Electronic Patient Record, with the ability 

for the clinician to ‘drill down’ on individual test results.  

- Miya Access optimises and electronically manages the bed management stock within a hospital. 

- Miya ED handles patients in the Emergency Department. 

- Miya Tracker ensures that all abnormal test results are witnessed and actioned by a suitably qualified 

clinician. 

- Miya Clinic manages outpatients. 

- Miya iCVIS manages cardiology inpatients. 

- Miya Orders handles diagnostic testing via ‘Computerised Physician Order Entry’ or CPOE (meaning 

tests are ordered online rather than via paper). 

Does Miya work? Alcidion argues that whenever Miya is implemented it increases hospital efficiency and reduces 

hospital operating costs. The example the company often uses is from the implementation of Miya ED in the 

Northern Territory hospitals6: 

- The number of patients serviced within four hours in the Emergency Department of the hospitals more 

than doubled thanks to Miya ED being deployed7. 

- Emergency Departments across the Territory saw their pathology test costs cut by 5%, because of less 

tests being ordered; 

- The critical 7% of all tests that should have been read, and previously weren’t, now actually got read; 

- Emergency Department heads and Senior Consultants now save hours out of their day not having to look 

for that critical 7% of tests. 

                                                             
5 Think of a ‘journey board’ as being like a whiteboard in the staff area that track each patient, but where the information updates electronically in real 
time rather than with a marker. 
6 See the Naracoota market release from 18 August 2016 headlined ‘Acquisition of Advanced Healthcare Technology Company’. 
7 Specifically, the NEAT - National Emergency Access Target - improved from 20% to over 40%. 
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- When staff in the Emergency Departments were surveyed, their satisfaction rating with Miya ED was 

>80%, versus only 30% for other clinical systems8. 

Currently Alcidion is only a A$4-5m business, but this will likely grow. Across the 11 hospitals that have Miya 

installed, Alcidion only made A$0.47m per hospital in FY15. New contracts are also relatively small. For example, 

Alcidion announced a new A$1.75m contact with the Northern Territory Department of Health in September 2015. 

The numbers reflect the fact that these installations are more-or-less paid ‘pilots’. However, it is re-assuring that 

the hospitals were prepared to partially fund the initial beta trials. We see potential to grow strongly from here: 

- The feedback from the existing hospitals has been favourable, and client retention rates have been 

strong; 

- The use of small hospitals like Alice Springs as a testbed potentially opens up the opportunity to trade 

up to big city hospitals later on; 

- There are 200 public hospitals around Australia that can potentially benefit from Miya; 

- Private hospitals in Australia will be keen to implement systems like Miya given they now rival public 

hospitals in terms of the range of services they offer. 

- Alcidion wants to be operating in the US by the start of 2018. Ahead of this, Alcidion intends to 

implement QSR820 and gain FDA approval for Miya as a Class II medical device9. 

Alcidion’s success since its February 2016 listing. Alcidion has had several contract wins since listing, most 

notably: 

- A $2.35m MoU with Western Health (August 2016); 

- An unnamed Australian private hospital group engaging Alcidion for a paid Implementation Planning 

Study (March 2016); 

- Critical Test Results Management technology deployed at Royal Darwin and Alice Springs Hospitals 

(April 2016); 

- Miya Clinic in Tasmania (June 2016); 

- Electronic Journey Board to NT Health (September 2016). 

We think the repeat business from NT Health and Western Health indicates that Alcidion’s product offering 

generates customer loyalty. 

  

Alcidion is a best-of-breed developer  
Many healthcare providers are using ‘Single Vendor’ solutions for improving their clinical information 

infrastructure. As we describe below, the last seven years have seen US hospitals and healthcare providers 

obliged to make massive investments in new clinical information infrastructure, simply to comply with the HITECH 

                                                             
8 See Alcidion’s 19 August 2015 presentation, slide 20. 
9 America’s Code of Federal Regulations (CFR) Part 820 contain the quality system requirements and current Good Manufacturing Practices for medical 
devices. 
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Act of 2009. A typical approach to meeting the challenge of HITECH10 has been to scrap existing systems and go 

with a completely new one supplied by a single vendor. The thinking is that HITECH so outmoded the old systems, 

particularly when it came to meaningful use11 and interoperability12, that they weren’t worth saving, while the 

single vendor simplified the HITECH transition by allowing a single point of contact with massive IT resources to 

call on. 

There are significant drawbacks with Single Vendor solutions. The trouble with Single Vendor is, in our view, 

threefold: 

- The cost. The simultaneous replacement of all the hospitals Clinical Information System comes with an 

order of magnitude greater costs than the deployment of a supervisory system, such as Alcidion’s Miya 

platform. Additionally, the larger vendors have greater overheads than smaller, niche vendors; 

- The potential for delays. The larger vendors will typically try to solve problems in-house before turning 

to equipment and software vendors; 

- The fact that best-of-breed systems are often scrapped. It’s fair to say that if a clinical information 

system has been at work in a hospital for a while it’s because it works. Replacing these systems may 

therefore be a step backwards. 

Alcidion avoids the pitfalls of Single Vendor. Now compare the Single Vendor approach to what Alcidion offers 

with Miya, where the hospital continues to operate its best-of-breed solutions and simply install a supervisory 

system that unifies the disparate Clinical Information Systems into a common platform. 

- Lower costs, because not only is there no expensive single vendor to pay, but also no change 

management costs associated with a de novo system; 

- Less implementation risk, because the best-of-breed systems that have proved their worth can keep 

functioning as before. 

- Better systems. When best-of-breed is replaced by a single vendor solution, the new Clinical Information 

System is, by definition, no longer the best-of-breed, but rather a compromise on functionality at the 

departmental level to trade off for the benefits of a supposedly unified solution13. 

- Better user satisfaction. Surveys tend to show that physicians tend to prefer best-of-breed systems, 

because they are designed with their needs in mind14. 

Alcidion’s approach allows it to compete against the 800-pound gorillas of health informatics. There are 

some significant companies that play in the healthcare informatics space such as McKesson15 (2016 revenue 

US$191bn) and Cerner16 (2015 revenue US$4.4bn). However, these kinds of companies tend to thrive on the 

Single Vendor model. We think Alcidion’s best-of-breed model will be able to compete against the gorillas 

given the known disadvantages of the Single Vendor approach. We note below that, as at mid-2016 only 4.7% 

                                                             
10 Not to mention the challenge of new requirements for safeguarding patient information under updates to the Health Insurance Portability and 
Accountability Act (HIPAA). 
11 See Have Best-Of-Breed EMRs Lost The Hospital Battle? by Ken Congdon, Health IT Outcomes, 18 July 2012. 
12 See Facilities turning to single vendor for interoperability by Joseph Conn, Modern Healthcare, 18 September 2013. 
13 It needs to be remembered that the large EHR vendors are in fact, an amalgamation of multiple companies that have been created over the past two 
decades. 
14 See, for example, Physicians Prefer 'Best Of Breed' Emergency Department EHRs by Ken Terry, Information Week, 11 February 2013. 
15 San Francisco, Ca., NYSE: MCK, www.mckesson.com. McKesson’s year end is 31 March. 
16 Kansas City, Mo., Nasdaq: CERN, www.cerner.com. 
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of US hospitals were truly paperless, with the average hospital only around half way there fully five years after 

the first meaningful use criteria were announced. What this suggests is that US hospitals have, by and large, 

preferred to adopt a best-of-breed approach in order not to risk the functionality of existing systems and 

thereby put patients at risk. 

 

Alcidion’s initial focus is Australasia 
Australia and New Zealand have until recently under-invested in health informatics, despite having world-

class healthcare systems. We believe that hospitals on both sides of the Tasman are now scrambling to catch up, 

and looking for smaller, local companies to help. 

- The market opportunity just in Australia, with its 700 public hospitals and 620 private hospitals, is 

significant, with around 10 million hospitalisations a year17, and the company has already gained a lot of 

attention through its work helping its Northern Territory clients to meet the National Emergency Access 

Target18. 

- Government is now pushing hard to digitise hospitals. The Australian Digital Health Agency, which is 

tasked by Australia’s Federal government with building health IT infrastructure, was only set up in 

January 2016. The government’s decision to get involved here bodes exceptionally well for companies 

like Alcidion with on-the-ground experience in helping hospitals go digital. 

- Clinical Information Systems and EHR solutions developed for the United States and Europe have 

proven to be problematic in Australia and New Zealand, due to the fundamental differences in the 

respective healthcare industries, coupled with lack of support from the international vendors, to develop 

and adopt Australian and New Zealand best practice guidelines19. 

 

Inside the current boom in healthcare IT spending 
Healthcare IT spending is booming globally. Across most countries in the world healthcare spending rises 

inexorably from year to year due to an ageing population and an increasing amount of chronic disease in the 

population. World healthcare spending as a percentage of GDP is now around 10% as against 8.5% in the mid-

1990s20. America is an outlier at 18% of GDP, up from 13% in the mid-1990s21. What is not really known is how 

much healthcare spending is related to information technology. From various industry sources, we estimate that 

the global health IT market is currently worth around US$110bn, growing 3.5-4.0% pa. We believe that roughly 

                                                             
17 Australian Institute of Health and Welfare, Australia's hospitals 2014–15 at a glance. 
18 In Australia, public hospitals around the country committed to a goal of ensuring that by 2015, 90% of all patients will leave the Emergency 
Department within 4 hours. Alcidion argues that it has helped raise the Northern Territory’s target rate from 20% to 40% since it started implementing 
Miya. See the Alcidion market release dated 22 September 2016 and headlined ‘Alcidion secure $525k contract with NT Health Department’. 
19 For an example of how a US-developed CPOE system ran into some trouble when attempting to use it outside the US, see Int J Med Inform. 2015 
Sep;84(9):694-701. Epub 2015 May 22.  
20 Source: World Bank. 
21 Source: CMS, National Health Expenditure Accounts data. 
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half of global spend is for hardware, software and telecommunications infrastructure, with the remainder on IT 

services22. The growth trajectory for healthcare IT is remarkable because it contrasts with IT spending that has 

pretty much flat across most industries since the Global Financial Crisis, with companies focused more on realising 

greater productivity from existing spend than increasing overall spend. That said, the growth comes off a very low 

base. On average IT spend in the global economy averages 4.5%-5.5% of GDP. For healthcare, on our estimates, 

average IT spend is only 1.5% of total spend globally. 

Up until 2009 IT budgets in healthcare were generally constrained. The 1.5% figure may seem surprisingly low 

but reflects the fact that government represents a significant percentage of healthcare spending in most 

jurisdictions – in the US the taxpayer funds a massive 64% of healthcare23 – so any budgeting decisions related to 

IT had significant bureaucracy to work through, and generally had to take second place to more obvious patient 

care spending. This in turn explains why, as recently as 2008, only 17% of doctor’s offices in the United States had 

Electronic Health Records (EHRs) and why the humble paper and pencil with the associated illegible scrawl 

maintained a significant place in record-keeping in healthcare for so long. All that has changed, however, with the 

Presidency of Barack Obama. 

The Obama years have seen the beginnings of a healthcare IT revolution, thanks in part to HITECH. We argue 

that the most significant US healthcare reform of the Obama years has not been PPACA – the Obamacare reforms 

of 2010 – but HITECH, which has brought about widespread use of EHRs in the US24. HITECH is the Health 

Information Technology for Economic and Clinical Health Act, which the President signed into law in February 

2009 with his US$787bn stimulus package25. HITECH sought to promote the system-wide use of ‘federally 

approved’ EHRs. As with Obamacare, HITECH came with carrots and sticks. The carrots were the US$36.5bn in 

incentives for doctors to implement EHR systems. The sticks involve reimbursement cuts to hospitals that are not 

making ‘meaningful use’ of those EHRs, starting at 1% in 2015. This combination has ensured that, as of this year, 

96% of US hospitals had EHRs versus only 12% in 200826. 

Value-based payments - Why EHRS like those from HITECH are so important to a modern healthcare system. 

The benefits of EHRs are legion, such as the potential avoidance of contra-indicated drugs27, the ability to do 

community health surveillance28 and the ability to save time during a doctor’s office visit. We argue, however, that 

the chief benefit is the ability to raise the quality of healthcare: 

- EHRs can facilitate integrated care. With EHRs, multiple care providers, regardless of location, can 

simultaneously access a patient’s record. This has the potential to improve care outcomes and lower 

                                                             
22 Alcidion has used variously sourced estimates to describe the market opportunities it is going after, to wit: 1) The Clinical Decision Support Systems 
Market is set to grow 21.5% CAGR from $USD1.18b in 2013 to $USD4.65b by 2018 (IndustryARC); 2) Global expenditure on Healthcare IT is $USD40.4b, 
growing to $USD56.7b by 2017. 3) Mobile Healthcare technology is growing from $USD6.9b market in 2014 to $USD23b market by 2017; 4) One third of 
all hospitals in the USA are planning to invest in Patient Flow Solutions this year alone (Capsite, division of HIMSS). 
23 Am J Public Health. 2016 Mar;106(3):449-52. Epub 2016 Jan 21. 
24 Frankly, the jury is out as to the effectiveness of the Patient Protection and Affordable Care Act in terms of protecting patients and being affordable, 
and the incoming Trump administration may seek to dismantle or substantially alter Obamacare from next January. By contrast, no responsible 
policymaker is talking about winding back the widespread use of EHRs. 
25 The American Recovery and Reinvestment Act of 2009. 
26 See Hospitals achieve 96% EHR adoption rate; data exchange still needs work by Joseph Conn, Modern Healthcare, 31 May 2016. 
27 J Patient Saf. 2011 Jun;7(2):61-5. 
28 Am J Prev Med. 2015 Feb;48(2):234-40. 
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costs through allowing different (and previously disparate) specialties to collaborate and catch problems 

that previously would have been missed29. 

- EHRs can make sure that critical diagnostic tests get read. One meta-analysis has suggested that 

somewhere between 20% and 60% of test results for hospital inpatients are not followed up30. It’s fair to 

say that a certain percentage of these tests will be critical. 

A significant outcome of integrated care in which test results get noted will be a lowering of medical error, now 

the third leading cause of death in the US31 and at least a US$20bn impost on the US healthcare system32. The 

economic reason all this is important is because healthcare systems in the US as well as everywhere else 

everywhere are tying reimbursement to patient outcomes, rather than simply paying for services performed. Only 

EHRs and the related technologies that have the potential to gather, share and analyse all the data necessary to 

deliver the kind of care required by Obamacare33.  

With EHRs in America now a reality, the brakes are now coming off healthcare IT everywhere. We argue that 

HITECH has for the first time made healthcare IT investments ‘respectable’, not just in America but around the 

world. Up until recently one could argue that computers in healthcare represented something of a ‘productivity 

paradox’, where there seemed to be no productivity growth in the sector, despite the everyday use of computers 

in hospitals and medical centres34. HITECH has, within the space of just seven years, put enough data from EHRs 

into the hands of physicians in the world’s leading healthcare market to allow the first real productivity gains to 

show up. The phase ‘into the hands of physicians’ is apt because HITECH also had a big helping hand from Steve 

Jobs, in that Apple’s iPad tablet computer provided a very convenient interface into the EHRs. We think EHRs and 

iPads together explains the rapid increase in health IT investments since 2007 we noted above. 

The Health IT revolution is only in its early stages. Some critics have argued that HITECH was, in effect, a forced 

investment on the part of the US healthcare system and as a consequence spending on Health IT will wind back 

once the HITECH incentives have been spent. We argue, by contrast, the boom is only just beginning. Consider: 

- American hospitals are still going paperless. The peak industry group for healthcare IT globally, the 

Healthcare Information and Management Systems Society (HIMSS), has developed an eight stage 

‘EMRAM’, that is, Electronic Medical Record Adoption Model, for tracking how electronic and paperless 

hospitals have become, where Stage 7 is where paperless and Stage 0 is all-paper. HIMSS estimates that 

as at mid-2016 only 4.7% of US hospitals were stage 7. Across the roughly 5,500 US hospitals being 

tracked by HIMSS, the average stage was 4.735. Hospitals are notoriously expensive parts of the 

healthcare system36, with a typical case being America where 32% of total spend happens inside 

                                                             
29 For background on integrated care see What does it take to make integrated care work? by Jenny Grant, McKinsey, January 2010. 
30 BMJ Qual Saf. 2011 Feb;20(2):194-9. Epub 2011 Feb 7. 
31 See BMJ. 2016 May 3;353:i2139. The work leading into this paper has suggested that around 250,000 deaths in the US, or 9.5% of all deaths, can be 
attributed to medical error even though the actual recorded cause of death is something else. Heart disease (No. 1 cause of death) kills 610,000 
Americans pa, cancer (No. 2) kills ~590,000 Americans and chronic lower respiratory diseases kills ~150,000 (source: CDC, Deaths: Final Data for 2014). 
32 J Health Care Finance. 2012 Fall;39(1):39-50. 
33 And it isn’t just Obamacare. The Centers for Medicare and Medicaid (CMS) announced in early 2015 that 90% of Medicare fee-for-service payments will 
be linked to quality and value metrics by 2018. 
34 The productivity paradox was first identified by the American economist Robert Solow, who in 1987 commented ‘You can see the computer age 
everywhere but in the productivity statistics’ (source: Robert Solow, We’d better watch out, New York Times Book Review, July 12 1987, page 36. 
35 See www.himssanalytics.org/provider-solutions. 
36 And have been for many years. It was Groucho Marx (1890-1977) who once quipped, ‘A hospital bed is a parked taxi with the meter running’. 

CURRENTLY 
LESS THAN 5% 
OF US 
HOSPITALS 
ARE TRULY 
PAPERLESS 



 

ABN 11 209 563 517,  ndfresearch.com   Page 14 
 

Report on Alcidion (ASX: ALC) 
16 December 2016 

Providing independent research coverage of 
ASX-listed Life Science companies 

 

hospitals37. We argue that once most US hospitals reach Stage 7, the potential for lowered healthcare 

costs will be significant. 

- Interoperabilty is still being worked out. There has been a lot of talk in US healthcare circles about the 

difficulties in getting EHRs to talk to each other. In 2015 only around two in five US hospitals could 

integrate a patient summary-of-care record electronically from outside their system without manually 

entering it38, which is one reason Congress included measures to address interoperability in a recently-

passed bill called the 21st Century Cures Act39. The leading EHR player, Epic Systems40, has in recently 

sought to increase the interoperability of its EHRs41. 

- Security is still being tightened. EHR breaches have been commonplace in recent days – with possibly 

a third of the US population affected42 - and tightening security will take time43. Investments in this area 

will make the Health IT area more robust. 

- The regulatory stance is getting more favourable. In February 2015, the FDA’s Center for Devices and 

Radiological Health (CDRH) indicated that Medical Device Data Systems (MDDS) – the catch-all phrase 

for any technology that receives, stores or display data from medical devices –  are of such low risk that 

they no longer need to be strictly regulated by the agency. MDDSs had already moved from Class III to 

Class I device status in 2011. All this makes life relatively easy for developers of new Health IT products, 

although for Alcidion as a Clinical Decision support developer the stakes are higher because Miya doesn’t 

just display data, it interprets it. Miya will likely be a Class II device. 

- After EHRs and iPads will come better patient flow systems. Currently, the way in which many patients 

get to hospital and then move through a hospital is unchanged from the early 20th Century. Better patient 

flow can improve utilisation of hospital beds and prevent shortages from occurring. 

- After patient flow software come more advanced tools like Decision Support Systems. We think that 

once hospitals have realised the productivity improvements from iPads and EHRs doctors will be ready 

for serious help in making clinical decisions. Advanced analytics, often powered by Big Data, will provide 

the next wave of investments into the space. 

- Healthcare Interoperability is a self-fulfilling prophecy.  As the industry allocates additional resources 

into deploying Clinical Information Systems (and therefore providing a broader and more diverse number 

of Clinical Information Systems), the value proposition for clinical interoperability becomes more 

compelling.  ‘Big Data’ is similarly self-fulfilling - the more data there is, the higher the value proposition 

‘Big Data’ provides. Both benefit from what has been termed the ‘Network Effect’. 

How Alcidion benefits from the current boom in healthcare IT spending. We argue that Alcidion will benefit 

from this ongoing boom in three ways: 

                                                             
37 Source: CDC, Health, United States, 2015, table 94. 
38 See Interoperable EHRs: If Not Now, When? by Shannon Firth, MedPage Today, 4 November 2016. 
39 Signed into law by President Obama on 14 December 2016, the 21st Century Cures Act’s main purpose was to authorise US$6.3bn in biomedical 
research funding, mainly for the National Institutes of Health. The EHR interoperability measures of the Act involves requiring EHR developers to be 
using, within a year of the Act's passage. application programming interfaces (APIs) that allow the exchange of data between different kinds of systems. 
40 Verona, Wi., privately held, www.epic.com. This company has made its founder, Judy Faulkner, the world’s 320th richest person on the current Forbes 
billionaires list. Other leading players in EHRs are Cerner, MEDITECH, athenahealth, Allscripts, CPSI and McKesson. 
41 See Epic Systems VP defends company’s interoperability record by Neil Versel, Med City News, 8 November 2016. 
42 See Data Breaches In Healthcare Totaled Over 112 Million Records In 2015 by Dan Munro, Forbes, 31 December 2015. 
43 For some perspective on the seriousness of this issue for healthcare operators see Survey: 81 Percent of Healthcare CIOs Cite Data Security as Top 
Priority by Heather Landi, Healthcare Informatics, 1 November 2016. 

SECURITY FOR 
ELECTRONIC 
HEALTH 
RECORDS IS A 
MAJOR ISSUE 
IN US 
HEALTHCARE 
CIRCLES RIGHT 
NOW 



 

ABN 11 209 563 517,  ndfresearch.com   Page 15 
 

Report on Alcidion (ASX: ALC) 
16 December 2016 

Providing independent research coverage of 
ASX-listed Life Science companies 

 

- The mobility boom. One of the hottest new productivity discoveries in healthcare has been the way in 

while mobile devices improve the quality of care. With mobile devices sitting at the centre of the Miya 

platform, there is potential for Alcidion to attract new business from hospitals looking to get ‘iPad-

enabled’. 

- The ‘advanced tools’ boom. With Alcidion already marketing effective patient flow and decision support 

systems, the company is well placed to be competitive once customers get ready to take the next step 

on their health IT journey beyond EHRs. 

- The Australia boom. We expect that over the next few years the various state governments that run 

hospital systems in Australia will benchmark against best practice in the US. Should the Australian 

Federal government then choose to implement a HITECH-style EHR reform, Alcidion will be well-placed 

to serve the resulting demand. Coupled with the formation of the Digital Health Agency in Australia and 

the Personally Controlled Electronic Health Record44, Australia is well positioned for a paradigm shift in 

healthcare technology. 

 

When hospital information systems go mobile 
The humble iPad has the potential to revolutionise hospital care. When Apple started selling the first iPad in 

April 2010, the more advanced hospital operators in the Western world were quick to pick up on its potential to 

improve their quality of care. In an article on their web site describing the benefits of the device for hospitals45, 

Apple highlights four key aspects: 

- The ability to interact more with a patient at their bedside, rather than having to shuffle between the bed 

and a desk-bound computer some distance away; 

- The time savings from not having to have lengthy meetings reviewing patients’ cases, because the 

relevant data is all at hand; 

- The ease with which tech staff can develop new apps to continuous improve productivity; 

- The ease with which hospital staff can interact with each other via their iPads. 

The return on investment for iPads in hospitals is very rapid. As early as 2012 – only two years after the iPad 

came out – it was estimated that the return on investment for the device in a US hospital setting could be as low 

as 9 days. That’s right – 9 days. This figure was arrived at via time-motion analyses around clinical workflow where 

the existing labour costs were known46.  

Once clinicians in hospitals have iPads, they don’t look back, with the device quickly becoming the preferred 

information source. One Australian study which tracked physicians with iPads in a hospital setting found that after 

only ten weeks with iPads 56% of clinical information was accessed that way, with only 36% coming from 

computers on wheels47. This picks up on an earlier trend in which close to 90% of healthcare workers were using 

                                                             
44 See myhealthrecord.gov.au. 
45 Headlined ‘Enhancing bedside manner with iPad’, the article describes the ways in which clinicians at the Ottawa Hospital in Canada use the iPad. 
46 See Hospital Calculates The ROI Of An iPad At 9 Days by Dan Munro, Forbes, 2 June 2013. 
47 Stud Health Technol Inform. 2014;204:67-73. 
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their personal smartphones for work purposes, and where hospitals were rapidly developing BYOD (Bring Your 

Own Device) policies to manage the demand from physicians to use such devices48.  

iPads can speed the rate at which information is gathered at critical moments. In the UK, for example, the 

South East Coast Ambulance Service uses iPads to gather patient information before a patient gets to the 

receiving hospital, thereby increasing the information available to workers in the Emergency Department for 

triaging purposes49. 

iPads can increase patient involvement. At the Jacobs Medical Center, a newly opened hospital associated with 

the health system of the University of California San Diego, patients will be encouraged to access their patient 

notes and eHealth data via iPads. The thinking is that more knowledgeable patients will experience more rapid 

recoveries50. Columbia-Presbyterian in New York is now studying, in a randomised controlled trial, the value of 

such digitised patient engagement51. 

iPads can assist in gaining informed consent for surgery. In a randomised, controlled trial in Sydney, 80% of 

patients preferred to learn about a surgical procedure via a video on an iPad rather than spending face-time, while 

for patients who talked with the doctor first, then watched the video, understanding of the procedure went up by 

about 15%52  

iPads can easily adapt to the existing information systems of a hospital. That’s because of HealthKit53, which 

Apple released in September 2014 when its iOS 8 operating system came out. HealthKit is a Cloud API for 

integrating health and fitness data from multiple apps and monitoring devices into a digital repository. The appeal 

of HealthKit for hospital operators is the ability to put all the relevant data in the one place, allowing it to be 

integrated on the iPad. 

Alcidion is at the coal-face of mobility. With Alcidion having put mobile devices at the centre of Miya we think it 

is well placed to pick up on the rising popularity of such devices in healthcare, and this is likely to assist in picking 

up new business in the near term. 

 

When computers think for doctors 
Various advanced tools are coming beyond plain vanilla EHRs. We see three significant waves of Health IT 

investment following on from EHRs – Patient Flow, Clinical Decision Support and Computerised Physician Order 

Entry. 

Patient flow software helps efficiently manage a scarce resource. One of the more serious issues healthcare 

systems have faced in recent years is being able to manage the number of bed available. In Australia, for example, 

the ratio of public hospital beds to the population aged over 65 decreased by 42% over the 20-year period to 

                                                             
48 See BYOD – What Devices do Users Prefer?, Oneview Blog, 22 September 2015. 
49 See ePCR iPad Project Begins Further Rollout at South East Coast Ambulance Service, EMS World, 22 November 2016. 
50 US hospital's iPad patient plan and Apple's bid for mHealth by Jonny Evans, Computerworld, 20 October 2016. 
51 Contemp Clin Trials. 2016 Mar;47:165-71. doi: 10.1016/j.cct.2016.01.005. Epub 2016 Jan 18. 
52 When it comes to chats about surgery, iPads > doctors, patients say by Beth Mole, Ars Technica, 16 March 2016. 
53 See www.healthkit.com. 
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201454. This kind of steep drop in bed numbers has led to what has been called ‘Access Block’, in which patients 

arriving at a hospital spend hours and hours in Emergency because there is apparently no bed space available. 

Typically 2-3% of these patients then ‘LWBS’ (Leave Without Being Seen), but then need to seek treatment later 

or elsewhere55. Access Block is so serious that in America it has been estimated to contributing to 1.7% more 

mortality in hospitals and 1.5 days greater stay for patients56. There are now advanced patient flow solutions that 

can handle this issue: 

- In many cases, an efficient patient flow system identifies available beds automatically, and integrates 

with EHRs, scheduling systems and ICU systems so that there is a minimum of human intervention that 

can slow up the flow57. 

- Identification of free beds can be sped up with systems that track patient location using RFID tags58. 

- At the ED end of the system there is usually a ‘command centre’ not unlike air traffic control at an airport 

that has elaborate data flow. For example, the patient flow system at Johns Hopkins has a Wall of 

Analytics, featuring 22 information screens that can pull data from 14 sources. This Wall has a predictive 

component to it based on the hospital’s historic experience. The approach has been shown to cut by 30% 

the number of Emergency Department patients waiting for an inpatient bed59. 

Investment in patient flow software is a relatively easy follow-on from EHRs for hospitals given the resemblance 

to other industries that have complex logistics which are managed with information-rich command centres. That’s 

why as early as 2012 one in three US hospitals was planning on investing in a patient flow system60. We expect this 

trend will gather pace once the interoperability problems in EHRs become less of an issue. 

Clinical Decision Support helps doctors stay on top of best practice. The last few years have seen the beginnings 

of Clinical Decision Support (CDS) in hospitals, where interactive computer systems help doctors make clinical 

choices. CDS is currently in its rudimentary stage, encountered most frequently when a doctor is prescribing a 

medication and a CDS system linked to EHRs is used to avoid prescribing a drug where the patient is allergic, or 

where there would be a drug-drug interaction. The trouble with these systems is that they tend to flash alerts too 

regularly, leading to what commentators have termed ‘alert fatigue’61. Coming in the years ahead will be much 

more powerful, more useful and less annoying CDS systems: 

- With ‘CDS Version 2.0’ clinicians will be backed up by CDS systems that can suggest a treatment based 

on clinical practice guidelines and treatment algorithms. This reflects the reality that current medical 

knowledge has moved beyond what one doctor can adequately be on top of, and where following all the 

guidelines to the letter would mean that doctors would not sleep very much62. 

                                                             
54 Source: Australian Medical Association, 2016 Public Hospital Report Card. 
55 Ann Emerg Med. 2011 Jul;58(1):24-32.e3Epub 2011 Feb 21. 
56 See The healthcare industry demands efficiency — Here's how this company helps hospitals transform to value-based care by Mary Rechtoris, Beckers 
Hospital Review, 14 November 2016. 
57 See, for example, Florida’s Health First streamlines patient flow with Lean management by Neil Versel, Med City News, 16 December 2015. 
58 See Sharp Chula Vista Uses RTLS to Locate Patients, Manage Beds by Claire Swedberg, RFID Journal, 26 July 2016. 
59 See Innovations: Hospital command centers help manage flow by Adam Rubenfire, Modern Healthcare, 26 November 2016. 
60 See Nearly One-Third of Hospitals to Invest in Patient Flow Software by Gabriel Perna, Healthcare Informatics, 15 November 2012. 
61 See How one hospital tweaks its EHR to fight alert fatigue by Mike Miliard, Healthcare IT News, 18/9/2015. Alert fatigue can be deadly in a hospital 
setting. In 2010 it was attributed to a death at Massachusetts General Hospital in Boston (see ‘Alarm fatigue’ linked to patient’s death by Liz Kowalczyk, 
Boston Globe, 3 April 2010). 
62 See Clinical decision support: no longer just a nice-to-have by Mike Miliard, Health IT News, 14 July 2015 
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- Next generation CDS systems are likely to gain a lot of momentum from 2017 thanks to the Protecting 

Access to Medicare Act (PAMA), signed into law by President Obama in April 2014. This Act, whose main 

purpose was to prevent a scheduled reduction in Medicare physician reimbursement rates, also 

mandated that, as of January 2017, physicians ordering advanced diagnostic imaging tests must use a 

Clinical Decision Support built on ‘appropriate use criteria’. The thinking was that such a system would 

cut back on unnecessary tests. We believe this law opens the way for other CDS mandates to the point 

where installation of such systems will become routine. 

- Following on from CDS Version 2.0 systems, we expect that hospitals will start to invest in ‘CDS Version 

3.0’ systems with powerful analytics capability drawn from the emerging field of Big Data. 

Computerised Physician Order Entry (CPOE) helps cut medical error and improve laboratory productivity. 

Computerised Physician Order Entry was originally developed to deal with medication error. Its use has since been 

expanded to allow electronic ordering of tests, procedures, and consultations as well, with demonstrable effects 

on length-of-stay and mortality63. We believe that investment in CPOE systems will rise in lockstep with CDS, since 

its use demonstrably reduces all sorts of medical error, not just medication error64. In addition, there is the 

potential to improve the efficiency of key hospital departments. 

- It is believed that serious preventable medication errors occur in 3-4 million inpatient admissions in the 

US each year65. Because as much as 90% of inpatient medication errors in the pencil and paper era 

occurred at either the ordering or transcribing stage66, CPOE has been a no-brainer where 

implementation typically cuts such errors in half67. While they are not foolproof, CPOE systems are 

getting better over time as developers recognise and close ‘erroneous order scenarios’ in their systems68. 

- Various studies have shown than CPOE can help cut out unnecessary and duplicate tests, improving the 

productivity of pathology and diagnostic imaging labs without impacting on patient care69. This has the 

effect of speeding up delivery results for the ordered tests that are fulfilled70. Interestingly, CPOE can 

also increase test levels for tests previously considered ‘under-ordered’71. The combination of speedier 

test results and more appropriate tests is likely to help reduce the instance of medical error as well as 

save money. 

- CPOE additionally supports the clinicians in following best practice guidelines and minimises clinical 

variance. As previously stated in this report, iatrogenic errors (preventable errors in healthcare) were the 

third largest killer of Americans last year – CPOE goes a long way to ensure that the correct test are 

ordered, minimises exotic test orders and that incorrect or clinically irrelevant tests are not ordered. 

                                                             
63 J Am Med Inform Assoc. 2016 Jul 8. [Epub ahead of print] 
64 For an interesting example of how CPOE can standardise patient management, consider the case of Kaiser Permanente (Ann Emerg Med. 2015 
Dec;66(6):601-10 Epub 2015 Sep 8), whose investigators found significantly higher rates of intravenous tissue plasminogen activator administration for 
patients with acute ischemic stroke after a CPOE system was installed. 
65 Source: Network for Excellence in Health Innovation, Preventing Medication Errors: A $21 Billion Opportunity. 
66 JAMA. 1995 Jul 5;274(1):29-34. 
67 See J Am Med Inform Assoc. 2013 May 1;20(3):470-6. Epub 2013 Feb 20. 
68 BMJ Qual Saf. 2015 Apr;24(4):264-71. Epub 2015 Jan 16. 
69 See, for example, BMC Med Inform Decis Mak. 2013 Apr 8;13:43 and Am J Clin Pathol. 2014 May;141(5):718-23. 
70 Stud Health Technol Inform. 2009;150:527-31. 
71 Qual Health Care. 1994 Mar;3(1):23-8. 
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We anticipate a big growth area for development of next generation CPOE systems will be systems that doctors 

can work with more naturally. A recent Mayo Clinic physician survey in the US found that CPOE was associated 

with ‘lower satisfaction with clerical burden’ and, significantly, ‘greater risk of burnout’72. 

 

Alcidion’s leadership team 
We believe Alcidion has a management team capable of growing a world-class health informatics business. 

- Ray Blight (CEO), who co-founded Alcidion in 2000, brings intimate understanding of the challenges of 

running a modern healthcare system, having previously served as both the CEO and the CIO of the SA 

Health Commission in the 1990s while Chairing the Health Ministers Advisory Council. 

Professor Malcolm Pradhan (CMO), Blight’s co-founder at Alcidion, is an authority on health 

informatics, which was the subject of his PhD at Stanford University prior to Alcidion. 

- Nathan Buzza (EVP, Sales and Marketing) is a highly successful medtech entrepreneur, having built 

CommtechWireless, a provider of clinical middleware, into a large business in the 1990s and 2000s. 

The Alcidion board, which includes Blight, Pradhan and Buzza, also includes the Perth bio-entrepreneur Brian 

Leedman as well as Nick Dignam from major shareholder Blue Sky Private Equity. 

 

Bullish on Alcidion’s earnings outlook 
Miya’s revenue model is subscription. Miya customers pay a recurring subscription fee to access the software. 

The effect of this is to make Alcidion an annuity-style business, since most of its costs for what can be a five-year 

contract73 are incurred during the set-up phase at the start. 

Revenue. We modelled the number of hospitals with Miya installations rising from 11 in FY16 to 15 in FY17 to 26 

in FY18 and 36 in FY1974. We modelled average revenue per hospital rising from A$180,000 now to A$240,000 over 

this period. 

COGS. We assumed a gradual gross margin increase from 60% now to 65% by FY19. We believe this assumption 

is conservative – any time Alcidion is developing an interface into a third party system for a customer, the 

integration costs for subsequent customers is markedly lower; 

Costs: We assumed reasonable steady control over unit costs, however in line with what we believe will be a strong 

increase in the number of hospitals served we assumed that employee numbers would more than double between 

FY16 and FY19, from ~30-35 FTEs currently to 80 by FY19. 

We assumed profitability from FY 18. We believe contract wins in FY17 will allow the business to run more or less 

break-even with Alcidion moving into profitability in FY18. 

                                                             
72 Mayo Clin Proc. 2016 Jul;91(7):836-48. Epub 2016 Jun 27. 
73 The NT Department of Health contract announced in September 2015 was for 60-months. 
74 Alcidion has flagged a goal of 40 hospitals by FY18 – see Alcidion’s 15 September 2016 presentation to Broker Meets Biotech Perth, slide 15. 
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Contingent Share Rights. Under the terms of Alcidion’s back-door listing the company will issue 145.2 million 

shares to the vendors and their advisers if Alcidion’s 12-month trailing revenue reaches $10m within two years of 

the date of re-listing (ie by the end of February 2018), and another 148.4 million if Alcidion’s 12-month trailing 

revenue reaches $15m within three years (February 2019). We assume that these shares will issue. 

 

Valuing Alcidion  
We value Alcidion at 12.2 cents per share base case and 26.3 cents per share optimistic case using a DCF 

approach. Our target price of 20 cents per share sits at the midpoint of our valuation range. In our valuation 

- Our WACC was 11%75 (RFR 2.8%, MRP 7.5%, beta 1.1); 

- We used our forecast assumptions for FY17-19 and then assumed revenue growth from FY20 of between 

40% (base case) and 50% (optimistic case) steadily fading to 10-15% by FY24; 

- We assumed the Gross Margin will increase from 65% to 70-80% by FY26; 

- We assumed cost growth around 10% and allowed it to steadily converge to our revenue growth figure 

by FY24; 

- We assume ongoing capex of between 2% (optimistic case) and 4% (base case) of revenues 

- We used a 4.5% terminal growth rate and a 50% EBITDA assumption in perpetuity. 

Major shareholders 
Alcidion currently has three substantial shareholders: 

- Dr Malcolm Pradhan (23%); 

- Ray Blight (16%); 

- Blue Sky Private Equity (15%). 

  

                                                             
75 For a relevant discount rate, we use varying WACCs depending on the risk for Life Science companies. We start with an RFR of the Australian ten year 
bond rate and an ungeared beta of 1.1 but use a variable MRP of 7.5%-11.5% (7.5%  for ‘medium risk’ companies, 9.5% for ‘high risk’ companies and 11.5% 
for ‘speculative’ companies). We regard Life Science companies with existing businesses, or who have enough capital to reach the market with their 
products, as ‘Medium’ risk. Companies that have small revenue streams from marketed products but that are still potentially in need of capital are ‘High’ 
risk. Everything else is ‘Speculative’. 
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Risks related to Alcidion 
Risks specific to Alcidion. We see four major risks for Alcidion as a company and as a listed stock: 

- Contract risk. There is the risk that Alcidion may fail to achieve new hospital contracts or may lose the 

ones that it has at the moment. 

- Adoption risk. There is the risk that more hospitals may choose Single Vendor solutions rather than the 

best-of-breed solutions represented by Alcidion. 

- Regulatory risk. There is the risk that the FDA may decline to approve Miya as a medical device. 

- Development and implementation risk. There is the risk that Alcidion’s R&D team may make serious 

mistakes as they develop new software for Miya, or seek to improve the existing software. 

 

Risks related to pre-revenue Life Science companies in general. 

- The stocks of biotechnology and medical device companies without revenue streams from product sales 

or ongoing service revenue should always be regarded as speculative in character. 

- Since most biotechnology and medical device companies listed on the Australian Securities Exchange fit 

this description, the 'term' speculative can reasonably be applied to the entire sector. 

- The fact that the intellectual property base of most biotechnology and medical device lies in science not 

generally regarded as accessible to the layman adds further to the riskiness with which the sector ought 

to be regarded. 

 

Caveat emptor. Investors are advised to be cognisant of the abovementioned specific and general risks before 

buying any the stock of any biotechnology and medical device stock mentioned on this report, including Alcidion 

Group.  
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General Advice Warning, Disclaimer & Disclosures 
 

The information contained herein (“Content”) has been prepared and issued by NDF Research the business name 

of Stuart Dean Roberts, ABN 11 209 563 517) (“NDF Research”), an Authorised Representative (no: 1245466) of 

Bellmont Securities ABN 47 119 852 890 AFSL 331625. All intellectual property relating to the Content vests with 

NDF Research unless otherwise noted. 

 

Disclaimer 

 

The Content is provided on an as is basis, without warranty (express or implied). Whilst the Content has been 

prepared with all reasonable care from sources we believe to be reliable, no responsibility or liability shall be 

accepted by NDF Research for any errors or omissions or misstatements howsoever caused. Any opinions, 

forecasts or recommendations reflect our judgment and assumptions at the date of publication and may change 

without notice. NDF Research will not accept any responsibility for updating any advice, views, opinions or 

recommendations contained in this document.  

No guarantees or warranties regarding accuracy, completeness or fitness for purpose are provided by NDF 

Research, and under no circumstances will any of NDF Research, its officers, representatives, associates or agents 

be liable for any loss or damage, whether direct, incidental or consequential, caused by reliance on or use of the 

Content. 

 

General advice warning 

 

The Content has been prepared for general information purposes only and is not (and cannot be construed or 

relied upon as) personal advice nor as an offer to buy/sell/subscribe to any of the financial products mentioned 

herein. No investment objectives, financial circumstances or needs of any individual have been taken into 

consideration in the preparation of the Content.  

Financial products are complex, entail risk of loss, may rise and fall, and are impacted by a range of market and 

economic factors, and you should always obtain professional advice to ensure trading or investing in such products 

is suitable for your circumstances, and ensure you obtain, read and understand any applicable offer document. 

 

Disclosures 

 

NDF Research has been commissioned to prepare the Content. From time to time, NDF Research’s 

representatives or associates may hold interests, transact or hold directorships in, or perform paid services for, 

companies mentioned herein. NDF Research and its associates, officers, directors and employees, may, from time 
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to time hold securities in the companies referred to herein and may trade in those securities as principal, and in a 

manner which may be contrary to recommendations mentioned in this document.  

NDF Research may receive fees from a company referred to in this document, for research services and other 

financial services or advice we may provide to that company. The analyst has received assistance from the 

company in preparing this document. The company has provided the analyst with communication with senior 

management and information on the company and industry. As part of due diligence, the analyst has 

independently and critically reviewed the assistance and information provided by the company to form the 

opinions expressed in the report. Diligent care has been taken by the analyst to maintain an honest and fair 

objectivity in writing this report and making the recommendation. 

Where NDF Research has been commissioned to prepare this content and receives fees for its preparation, please 

note that NO part of the fee, compensation or employee remuneration paid will either directly or indirectly impact 

the Content provided. 

 

Recommendations 

 

NDF Research issues a BUY recommendation in case of an expected total shareholder return (TSR, share price 

appreciation plus dividend yield) in excess of 25% within the next twelve months, an ACCUMULATE 

recommendation in case of an expected TSR between 5% and 25%, a HOLD recommendation in case of an 

expected TSR between -5% and +5% within the next twelve months and a SELL recommendation in case of an 

expected total return lower than -5% within the next twelve months. 
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Appendix I – Alcidion’s Capital structure 
 

    

    % of fully 
diluted 

Note 

Ordinary shares, ASX Code ALC (million) 602.8 67.1%   

Contingent Share Rights (million) 293.5 32.7% 
145.2 million convert to ord. shares when 12-

month revenue hits $10m, 148.4 million 
when 12-month revenue hits $15m 

Options (million) 2.0 0.2% Average exercise price 6.5 cents, average 
expiry date 13-Oct-2019 

Fully diluted shares 898.3     

    

Current market cap: 
A$56.1 million (US$41.4 million) 

Current share price 
$0.093 

  

Twelve-month range 
$0.035 - $0.135  

Average turnover per day (last three months) 
4.75 million  

 


