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RECOMMENDATION Buy 

Previous Recommendation Initiating Coverage 

Risk Rating Very High 

Current Share Price $0.105 

12 Month Price Target $0.25 

Price Target Methodology FY’21F EV/EBITDA 17x 

Total Return (Capital + Yield) 138% 

DCF Valuation $0.44 

Market capitalisation $25m 

Liquidity – Daily Value $100k 

  
 

Moving to control its destiny through AI 

Emerging – targeting inefficiency with one tenth of cost 

Every day 12 million agar plates are analysed globally, and 
more than 80% are negative.  These negative results are 
great for patients, but take up valuable time from medical 
staff and clog up pathology labs. The “gold standard” 
automation for culling these negatives is one of two US$3.0m 
table tennis table sized machines.  These machines can 
provide automated streaking, and heat or cool samples.  
However, when it comes to first pass analysis, an image of 
the agar plate is taken and sent to a remote location for 
medical staff analysis.  No AI is used!  LBT’s APAS ® 
Independence instrument costs just US$0.3m and is the size 
of a photocopier.  Yes, APAS® is limited to culling negatives 
at this stage.  But this is what 13,000 large pathology labs 
need right now to cope with expected 5-10% volume growth 
each year and restraints on staff and space. 

Approved by FDA/TGA. LBT’s APAS® received FDA 
regulatory approval and patents in Oct’16.  Its first evaluation 
trial at Melbourne’s St Vincent Hospital was successfully 
completed in Nov’17 and first sale was completed in Aug’18.  
An Australian pathology chain and the leading EU pathology 
laboratory (Wisplinghoff) are doing evaluation trials now.  
Both should result in sales over the next six months. 

Capital – $7.9m of equity was raised during FY’18 and a 
further $2m shares issued for sale of non-core assets.  This 
provides funding until positive cash flow and development 
support for new pathology applications of APAS® 

INVESTMENT VIEW – Buy and 12 Month Price target 
$0.25/share.  Long term DCF valuation of $0.44/share 

LBT Innovations ticks PAC Partners’ boxes of: Advantage to 
gold standard with high barriers to entry; Believable 
managers – Two years under new MD, Brent Barnes, with 
resolute “Cochlear” focus making dependable instruments; 
and, Cash flow starts in FY’19F with strong dist’n partners. 

 

Financial Forecasts & Valuation Metrics 

Jun Yr  ($m)  FY’18A FY’19F FY’20F FY’21F 

Revenue 0.0 0.7 3.4 10.5 

EBITDA (5.6) (8.3) (1.9) 3.1 

NPAT (4.7) (6.2) (1.8) 1.6 

EPS (cps)  (2.8) (3.1) (0.9) (0.8) 

DPS (c)  0.0 0.0 0.0 0.0 

EV / EBITDA (x)  (2.3)x (2.7)x (12.7)x 7.5x 

PER (x)  (3.8)x (3.3)x  (11.6)x 12.7x 

Dividend Yield  0.0% 0.0% 0.0% 0.0% 

Gearing (26)% 6.1% 21% 11% 

Interest Cover (x)  64x 33x 13x (59)x 

Source: PAC Partners estimates 

LBT Milestones & Risks 

2HCY’18 – Evaluation trials in Australia pathology laboratory 
chain and German Labor Dictor Wisplinghoff pathology lab  

2HCY’18 – Two APAS® sales into Australia  

1HCY’19 – Appointment of distributors in EU and US regions, 
and at least two APAS® into sales to EU 

CY’19 – US approval of supplementary 510(k) and extend 
APAS® for different specimens and uses 

RISKS:  

• Slow APAS® sales due to evaluation and approval 

• Regulatory delays, and any issues with early users 

Source: PAC Partners estimates 

 

 

KEY POINTS 

• Every day 12 million hand sized agar plates are analysed 
by highly trained staff, and more than 80% are negative. 

• The gold standard for culling negatives automatically still 
requires human analysis intervention and costs US$3.0m. 

• LBT’s solution is just US$0.3m and is only USFDA 
approved Artificial Intelligent (AI) plate reader.  It allows 
trained professionals to focus on 20% of positive plates. 

• LBT sold its first unit last month, we estimate LBT will sell 
at least five units in FY’19F and 25 in FY’20F. 

• LBT is operating cash positive in 18 months, and will use 
its strong balance sheet for additional applications. 

 

LBT Innovations (LBT) 

Commercial sales underway 

 

19 September 2018 

Paul Jensz 

pjensz@pacpartners.com.au 

+613 8633 9864 

DISCLOSURE: PAC Partners was Joint Lead Manager for $7m Placement in February 2018, 
and is mandated for research.  PAC received fees on commercial terms for its services. 
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SUMMARY SWOT 

STRENGTHS  WEAKNESSES 

• 11 years of focused development on breaking down 
pathology bottlenecks with MicroStreak and now APAS® 

• Proven APAS® performance at commercial scale with 
St Vincents’ Hospital (Melbourne) buying a unit 

• People & Partners: Executive team and Board come 
from strong ASX listed biotech companies.  MD is ex 
Cochlear (COH.AX) and Clever Culture Systems has 
deep relationships to bring APAS® to global market. 

• Quality assurance and Occupational Health &Safety 
will be tested during this high growth phase, especially 
with three different countries trialling and buying  

• Small scale at start and earnings may be volatile.  
Earnings in short term are driving by fewer than 30 sales 

• Inventory and financial management is challenging at 
start-up phase and some risk falls on LBT despite 
partnership and impending distribution arrangements    

OPPORTUNITIES THREATS 

• 13,000 global pathology laboratories need improved 
automation for the 400+ agar plates processed each day , 
and top 1,000 laboratories process 1,000+ plates per day 

• Multiple uses of existing APAS® with additional 
modular units for respiratory and blood diagnosis. (Urine 
& Surface are the base modules) 

• Artificial intelligence technology product pipeline is 
being extended into dairy and water applications 

• CE Mark regulatory approval APAS® is just a 
documented process but not guaranteed. USFDA and 
TGA approval are good indicators 

• Lethargy and bureaucracy in many pathology labs and 
hospitals can slow down trial and ordering process 

• Partners  - LBT is reliant on new distribution partners  
to fast track sales, but has good control in Australia and 
Europe with existing JV partners  

 

 

 

 

 

 

 

 

 

 

 

 
 



PAC Partners | Equity Research LBT Innovations (LBT) 

 

Page 3 

 TEN YEARS OF BUILDING PLATFORM WITH PARTNERS 

 Over the last 11 years LBT Innovations (LBT) has built up a strong Artificial Intelligence platform 
aimed at simplifying the any repetitious pathology or medical procedure, with agar plate streaking and 
reading the early focus.  LBT use a partnership approach for hardware development.  A 50/50 JV was 
created with Hettich Laborapparate, a significant supplier of pathology equipment to Europe.  

Brent Barnes (MD) is the 
driving force 

Brent Barnes joined LBT two years ago from Cochlear (COH.AX) and has brought resolute focus to 
make dependable instruments with commercial expertise and contractor Planet Innovations. 

APAS® - commercial business approach  

 

Source: Company reports and PAC Partners estimates 

  

 
COMMERCIAL SALES RAMP UP…FY’19F $0.70M, FY’20F $3.4M  

Five commercial sales in 
FY’19F… 

FY’19F is a year of transition for LBT with first commercial sale of APAS® in Australia last month to 
St Vincent Hospital, Europe and USA (after CE Mark and FDA supplementary 510(k) approval). 

…and $10m EBITDA 
shortly after FY’21F 

We estimate FY’20F would deliver positive cash flow if LBT slowed down its new application 
development.  At this stage LBT is receiving strong support and likely funding from prospective 
customers and partners to press ahead.  The prize of $10m+ EBITDA post FY’21F is attractive. 

  

 LBT – Financial Forecasts 

LBT is spending 
$6m/annum rolling out 
APAS® units… 

 

…and building new 
applications outside of 
our APAS® estimates 
with base urine and 
surface tests 

 FY17A FY18A FY19F FY20F FY21F FY22F 

APAS Unit sales (number) 0 0 5 25 75 100 

Sales ($m) 0 0.0 0.7 3.4 10.5 17.2 

EBITDA (2.9) (5.6) (8.3) (1.9) 3.1 7.0 

       

 Source: PAC Partners estimates. Pay-aways to JV partner and distributors excluded from Sales and EBITDA 

Executive Summary 
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PEER COMPANY PERFORMANCE 

 Australian simple cash generating biotech LBT, MVP, CMP, ELX vs ASX200 over last year  

Underlying demand for 
simple medtech 
solutions strong…  

 

… with transition to 
commercial sales of new 
applications tough 

 

Medical Developments 
(MVP) made transition 
with a “back the future” 
pain treatment…but fell 
back on slower growth 
and USFDA 

 

CMP bounced with new 
Chinese partner, but 
then needed a new 
contract 

 

LBT and ELX are all 
attempting similar 
breakout growth 

 

 
Source: Iress 

 
INVESTMENT VIEW – TARGET PRICE $0.25/SHARE (168% UPSIDE TO SHAREPRICE) 

DCF relies on unit sales 
and prices being 
achieved… 

Our longer term cash flow valuation is $0.44/share, and relies on LBT delivering: 

• APAS® unit sales of 5, 25, 75 over the next three years.  LBT successful transitioned a 
successful Nov’17 St Vincent’s Hospital trial to a Aug’18 sale, and has many other evaluation 
trials in Australia, EU and US over the next 12 months.  US$3.0m capital cost and US$0.03m 
service fee. 

…with distributors • Global distribution partners are on the ground by 1HCY19F. 

 
We estimate our 12 Month Price Target with a FY’21F EV/EBITDA of 17x 

Validation lowers risk 
and raises DCF 

Each commercial sale and new application are validation steps.  They lower the risk rating, discount 
rate and potentially increase FY’21F EBITDA.  For example if distribution partnerships are formalised 
with LBT then discount rate can be lowered. 
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 ELEVEN YEARS OF BUILDING PLATFORM WITH PARTNERS 

A strong Artificial 
Intelligence platform has 
been created 

Over the last 11 years LBT Innovations has built up a strong Artificial Intelligence platform aimed at 
simplifying the any repetitious pathology or medical procedure, with agar plate streaking and reading 
the early focus.  

Brent Barnes (MD) is 
now the driving force 

Brent Barnes joined LBT two years ago from Cochlear (COH.AX) and has brought resolute focus to 
make dependable instruments with commercial expertise and contractor Planet Innovations. 

ANR in a chart 

 

Source: Company Reports & PAC Partners 

  

Check share #’s LBT Board of Directors 

 

Kate Costello – Chair.  3.35m Shares, 0.16m Options, Commenced Chair role on 1 August 2017, joined 
board 12 August 2005 

 

Kate Costello was in management with a commercial law firm before establishing a management 
consultancy specialising in corporate governance practices and board performance. Kate has over 25 
years’ experience in corporate governance and strategy through her consulting work with the boards 
of client organisations, 

 

Brenton Barnes – MD. 0.71m Shares, 1.66m Options, Commenced Aug’17 

After beginning his career with global defence contractor Thales, Brent spent 11 years gaining broad 
Senior Executive experience in a variety of roles with Australian medical device manufacturer 
Cochlear Limited.  Brenton final role at Cochlear was General Manager, Asia Growth Markets and 
Operations Director (Asia Pacific), based out of the Singapore office. Brent is also a non-executive 
Director of Connek Pty Ltd, a Telecommunications & IT professional services company that 
subcontracts to major blue chip companies within the IT/T space. 

Company Overview 
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Stephen Mathwin – NED of LBT 3.37m Shares, 0.07m Options, joined board 20 November 2006 

 

Stephen has more than 30 years’ experience as a legal practitioner including being a partner with the 
Adelaide law firm, Kelly & Co, from 1988 to 2001. During that time he headed the firm’s Employment, 
Industrial Law and Superannuation Section. He was also responsible for managing much of Kelly & 
Co’s internal risk management functions. Stephen remains a Consultant to its successor firm HWL 
Ebsworth. 

  

Dr Caroline Popper – NED of LBT 0.3m Shares, joined board 15 March 2012 

 

Caroline is a USA-based pathologist and business consultant, with more than 25 years’ operational 
experience in the international diagnostics, medical devices and digital health fields... As well as 
extensive experience in life science business strategy, Caroline enjoys a unique clinical perspective 
gained in the busy wards and laboratories of Baltimore’s Johns Hopkins Hospital. 

 

Matthew Michalewicz NED of LBT 0.33m Shares, 0.5m Options, Commenced Sep’17 

 

Matthew Michalewicz has more than 20 years’ experience in starting and running high-growth tech 
companies, particularly in the areas of predictive analytics and optimisation software. He is currently 
the CEO of Complexica Pty Ltd, a provider of artificial intelligence software applications that help 
large organisations increase revenue, margin and customer engagement through automated 
analytics. 

 

Glenn Haifer NED of LBT 1.67m Shares, 0.5m Options Commenced Sep’17 

 

Glenn Haifer has over 30 years’ experience in the healthcare sector. He has successfully established 
four different businesses operating in primary medical services, histopathology and cosmetic medical 
services, which he has exited through sales to private equity firms and to an ASX listed company.  
Glenn has current roles as Medical Consultant to Apotex Pharmaceuticals and is the Australasian 
Medical Consultant to P&O/Princess Cruises. 
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MARKET SIZE - 13,000 LABORATORIES NEED AUTOMATION  

Of the 27,000 path 
laboratories, there … 

Pathology laboratories can be segmented into small, medium and large users of agar plates by 
number processed each day – see below. 

…are 13,000 which need 
agar plate efficiency 

LBT is targeting both large and medium labs with its low cost and simple plate reading solution, and 
this opens up 13,000 potential customers. 

  

 Pathology market for agar plate readers 

LBT has a low cost 
solution… 

 

…applicable to mid and 
large agar plate users… 

 

…and APAS® is a great 
way to get LBT’s foot in 
the door… 

 

…and then offer larger 
range of automation and 
artificial intelligence 

 
 

 Source: LBT estimates 

LBT has learned a lot 
about global 
distribution… 

LBT understands its skills are late stage Artificial Intelligence R&D and has learnt a lot about global 
distribution and pathology laboratories and MicroStreak.  MicroStreak is LBT’s automated transfer or 
urine or other liquid sample onto an agar plate.   

…with MicroStreak LBT first partner for MicroStreak, bioMerieux, sold 400 LBT MicroStreak units and then backed the 
Copan WASP unit (see next page).  LBT took back the rights, and sold to AutoBio for $2m in 2017. 

FDA 10,000 patient trial 
and TGA approvals have 
allowed LBT … 

Global distributors have pitched to LBT for rights to APAS®.  LBT wanted to wait for full regulatory 
approval and first commercial sale to finalise agreements with distributors. 

  

 Global agar plate reading market 

...to engage with most 
global pathology lab 
distributors 

 

Impending CE Mark 
approval and successful 
3,000 plate trial at St 
Vincent’s Hospital  will 
assist finalisation of 
deals 

 

With two large of global 
agar plate market there 
is scope to award Nth 
American distribution 
first… 

 

…and wait for CE Mark 
approval with Europe 

 

 Source: LBT Innovations  

 
THREE AGAR PLATE AUTOMATORS 

Market and Competitors 
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Wasp and Kiestra aim to 
be one stop shop for 
agar plates… 

We understand that the Wasp and Kiestra units do a lot more agar plate preparation and analysis 
than LBT APAS® - see the descriptions below. 

…but miss automation 
the primary screening of 
agar plates… 

The surprising gap in the service for us is LBT’s automation of primary screening of agar plates.  LBT 
sorts negative, possible positive and positive plates with no analytical intervention required by trained 
physicians.  Wasp and Kiestra take images of these plates and send them for human analysis. 

…possibly due to 
complexity of AI, and 
engineers wanting to do 
too much 

We have discussed this “miss” with some medium sized labs and the answer has been automating 
human analysis has been tricky and regulatory pathway is long and expensive.  In my 10 years of 
being a professional engineer I did notice that designers preferred to automate many simple steps 
and present a full package rather than a module approach. 

Competitors are 10x the 
cost… For these extra services LBT competitors are ten times as expensive, and at least five times bigger.   

…and limited to top 1000 
laboratories… Competitor US$3m price tag and large space requirement may limit their target market to the 1000 

large laboratories. 

…with 15% penetration 
after 11 years We understand that less than 150 of these large agar plate automators have been sold over the past 

11 years, which is just 15% of the target market.     

 
In estimating the possible roll-out of APAS we can consider two similar units: 

We estimate APAS® 
sales of 75/annum by 
2020… 

 

…which is 4.5x times 
recent pathology 
automator at same cost 

• LBT/bioMerieux sales of Microstreak (400 in five years to 2015) at ~80/annum;  

• MALDI-TOF units identifies bacteria with AI and are a similar price to APAS®.   

o 800 MALDI-TOF were sold in the 10 years to 2013 at 80/annum.   

o After FDA approval was secured in 2013 there were 700 units sold during the next two 
years, 350/annum, and 4.5x increase.   

 
We assume APAS® sales in 2020 to be 75annum.  4.5x times the rate of MALDI-TOF (350/annum) 
post FDA clearance, and similar rate to Microstreak before bioMerieux stopped distributing. 

 
 

LBT vs Competitors 

 

Source: Company reports, PAC Partners estimates 
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RECOMMENDATION CRITERIA  

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

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

 

 Buy Hold Sell 

>20% 20% – 5% <5% 
 

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

Disclosure of Economic Interests 
The views expressed in this research report accurately reflect the personal views of   about the subject issuer and its securities.  No part of the 
analyst's compensation was, is or will be directly or indirectly related to any recommendation or view expressed in this report. 

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

• the author of this report  

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

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

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