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Acquiring Tictrac: Moving Into The Wellness Space  

Our Conclusion 

Dialogue’s acquisition of corporate wellness provider Tictrac is an on-
strategy deal that looks to be a clear fit with Dialogue’s goal of using M&A to 
expand the continuum of care on its integrated health platform (IHP). With 
the two companies sharing similar go-to-market strategies that rely on 
insurance partners and a direct sales force, little to no overlap from a product 
perspective, and an expanded geographic footprint, we see the deal as a 
good strategic fit. Tictrac’s 90% gross margin profile is significantly higher 
than Dialogue’s current consolidated gross margin profile of ~45%, and the 
deal should help accelerate the path to profitability. We remain at 
Outperformer and increase our price target from $9.00 to $9.50 as we add 
Tictrac to our model and reduce our target multiple 4.0x to 3.5x as digital 
healthcare valuations remain under pressure.  

Key Points 

Tictrac Overview: Tictrac is a SaaS delivered solution that assists in 
designing and delivering corporate wellness programs. Tictrac’s services 
include expert wellness content, personalized action plans, individual and 
company-wide activity challenges and reporting and insights on utilization 
and performance for HR departments. Sales are primarily generated through 
insurance partner relationships, with key partners including Allianz, 
Prudential, Generali and Aviva. In addition to insurance partnerships, Tictrac 
sells co-branded products direct to the SMB market and a white-label 
solution for Enterprise customers that are gaining traction.  

Acquisition Terms: Dialogue is paying up to $56 million for Tictrac, with $24 
million in cash up front, and $32 million payable if Tictrac hits an ARR target 
of $14.4 million by the end of 2023. If Tictrac hits the ARR target (growing at 
a two-year CAGR of 79%), Dialogue will pay 3.9x 2023E ARR, a reasonable 
multiple for a high-growth SaaS business. At its maximum, the $32 million 
earnout will be split 54%/46% in cash and Dialogue shares.  

Strategic Rationale: Tictrac extends Dialogue’s offerings across the 
continuum of care, complementing the existing clinical care and mental 
health services with an asynchronous wellness solution. We see Tictrac as a 
strong fit and logical M&A target, given its insurance partner relationships, 
B2C business model, gross margin profile and general lack of overlap with 
the existing solution set. The deal also helps Dialogue match similar wellness 
offerings from LifeWorks, TELUS Health and other digital health providers. 

Model Updates: With the transaction expected to close in mid-May, we have 
updated our model to reflect $7 million of acquired growth in 2022 and $20 
million in 2023. Adding Tictrac’s high-margin revenue improves our 
consolidated gross margin forecast from 45% to 48% in 2022E and from 48% 
to 53% in 2023E. The improved margin profile pushes our forecast timeline 
for breakeven EBITDA up from Q4/2023E to Q3/2023E.  
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CIBC Estimates and Valuation
(Dec. 31) 2020 2021 2022 2023
Revenue(mln) 35.80A 68.05A 101.41E 148.78E

Prior 94.08E 126.21E
Adj. EBITDA(mln) (16.9)A (21.3)A (17.3)E (1.4)E

Prior (16.0)E (4.8)E

Revenue(mln) Q1 Q2 Q3 Q4
2023 32.98E 35.84E 38.67E 41.29E

Prior 28.96E 31.01E 32.91E 33.32E
2022 20.44E 23.96E 26.63E 30.38E

Prior 22.63E 24.13E 26.88E

Valuation 2020 2021 2022 2023
EV/Sales 6.9x 3.6x 2.4x 1.7x

Avg. Dly. Vol.: 78K Shares O/S: 65.8M
Market Cap.: C$357M Float: 36.2M
52-wk Range: C$4.92 - C$17.05 Div. / Yield: C$0.00/0.00%
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Dialogue Health Technologies, Inc. (CARE-TSX) — Outperformer 
Price (4/13/22) C$5.43   12-18 mo. Price Target C$9.50  
Sector: Information Technology 
Scott Fletcher, CPA, CA +1 416-956-3229 Scott.Fletcher@cibc.com 
 

    

 
 

Source: Company Reports, FactSet, and CIBC World Markets Inc. 
 

  

Company Profile 
Dialogue is a B2B provider of virtual health and wellness 
solutions. Through its Integrated Health Platform, Dialogue offers 
a variety of services including primary care & mental health, EAP, 
OHS and iCBT. 

Investment Thesis 
1) Dialogue's Solid Strategy & Operational Execution, 2) Virtual 
Benefits Becoming A Standard Employee Benefits Offering 3) 
Acquisition Add Additional Capabilities And Move Into New 
Geographies 

Price Target (Base Case): C$9.50 
Our price target is calculated using a 3.5x EV/Sales multiple on 
our 2023 estimates. The target multiple is in line with premium 
B2B providers of virtual care, health and wellness. 

Upside Scenario: C$13.50 
Our upside scenario is calculated using 55% revenue growth in 
2023 and a 5.0x EV/2023 Sales multiple. 

Downside Scenario: C$3.50 
Our downside scenario is calculated using 25% revenue growth 
in 2023 and a 1.0x EV/2023 Sales multiple. 

 

Key Financial Metrics 2020 2021 2022E 2023E
Sales Growth 254.9% 90.1% 49.0% 46.7%

Per Share Data 2020 2021 2022E 2023E
EPS (1.87) (4.48) (0.36) (0.12)
Diluted EPS (1.87) (4.48) (0.36) (0.12)
Wgt Avg # of Shares 11,157.1 56,109.0 66,063.2 66,899.7
FD Number of Shares 11,157.1 56,109.0 66,063.2 66,899.7

Income Statement 2020 2021 2022E 2023E
Revenue 36 68 101 149

Cost of Goods Sold 21 39 53 69
Gross Profit 14 29 49 79

Gross Margin % 40.20% 42.33% 48.22% 53.33%
SG&A 30 44 54 65

R&D 5 10 16 19
Tot Operating Exp 35 55 72 87

OpEx (% of Revenue) 98.30% 81.45% 71.31% 58.37%
EBITDA (18) (249) (21) (5)

EBITDA Margin (51.67%) (366.52%) (20.32%) (3.16%)
Adj. EBITDA (17) (21) (17) (1)

Adj EBITDA Margin (47.3%) (31.3%) (17.1%) (0.9%)
Net Income (21) (251) (24) (8)

Net Margin (58.4%) (369.4%) (23.3%) (5.2%)

Cash Flow Statement 2020 2021 2022E 2023E
Net CFO (19) (23) (16) (7)
Net Cash Flow 17 62 (42) (25)
Free Cash Flow (20) (25) (18) (8)

Balance Sheet 2020 2021 2022E 2023E
Cash & ST Investment 42 104 63 37

Total Current Assets 55 - - -
Total Assets 66 135 117 115

Tot Curr Liab 11 11 15 19
Total Liabilities 98 15 18 21
Shareholders' Equity (31) 120 99 94
Tot Liab & SE 66 135 117 115
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Integration Approach 
In keeping with Dialogue’s approach to M&A, Tictrac will be fully integrated into the Dialogue 
Integrated Health Platform. The full integration process is expected to take up to 12 months, 
and should benefit somewhat from Tictrac’s experience in using APIs to integrate their 
services into other products.  

The integration work is expected to give Dialogue the ability to better tailor its offerings for the 
Canadian and International markets. While the services will all be functionally integrated into 
in IHP, the go-to-market strategy will depend on the end customer. The Canadian platform 
will integrate and launch Wellness as part of the full IHP platform, while International 
customers will be targeted with a bundle of Wellness, iCBT and other services with lower 
regulation requirements. Given the regulatory challenges of providing live virtual care, we do 
not expect primary care and live mental health resources to be made available internationally.  
 

Exhibit 1: Dialogue Health – Updated IHP  

International IHP Canadian IHP 
Wellness & Prevention (Tictrac) Clinical Focus  
Habit formation & expert content Licensed Medical Professionals  
Low regulation requirements Geographic-specific regulation 

Source: Company reports and CIBC World Markets Inc. 

Tictrac Financial Outlook 
Management provided a preliminary financial outlook for Tictrac’s standalone business, with 
the ARR expected to well surpass the earnout threshold by the end of 2023. Recent contract 
wins and competitive situations where Tictrac has been granted preferred vendor status are 
expected to result in significant ARR and revenue acceleration in 2022 and 2023. Strong 
gross margins and a relatively lean operating expense profile are expected to result in Adj. 
EBITDA margins of 33% by 2023.  

Exhibit 2: Tictrac – Standalone Company Provided Projections – 2021 – 2023E 

 

Source: Company reports and CIBC World Markets Inc. 
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Changes To Our Model 
We have updated our model to include $7.3 million of Tictrac revenue in 2022 and $20 million 
in 2023. The addition of Tictrac’s 88%-90% gross margin revenue results in a 590 bps lift to 
our 2023E gross margin and a $3.4 million increase to our 2023 EBITDA estimate. 
  

Exhibit 3: Dialogue Health – Model Updates – 2021 – 2023E 

  Revenues ($MM) Adj. EBITDA ($MM)  Gross Margin 

2021A 68 -21 42.3% 
2022E       
CIBC est. – new 101 -17 48.2% 
CIBC est. – prior 94 -16 45.1% 
Consensus 95 -15 44.5% 
2023E       
CIBC est. – new 149 -1.4 53.3% 
CIBC est. – prior 126 -4.8 47.5% 
Consensus 124 -3.5 46.5% 

Source: Company reports, FactSet and CIBC World Markets Inc. 

Price Target Calculation 
We derive our price target of $9.50 based on 3.5x EV/2023E Sales. Our target multiple is 
based on an average of virtual healthcare providers whose business models include B2B 
sales. 

Key Risks To Price Target 
The primary risks to our price target include the following: 1) slower-than-expected member 
and revenue growth, 2) slower-than-expected expansion in attach rates resulting from new 
services, 3) competitive pressure, leading to compressed PMPM rates, and 4) changes to the 
regulatory environment, which may impact service delivery. 
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Important Disclosures 
Analyst Certification: Each CIBC World Markets Inc. research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) no 
part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations 
or views expressed by such research analyst in this report. 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets Inc. are compensated from 
revenues generated by various CIBC World Markets Inc. businesses, including the CIBC World Markets Investment 
Banking Department. Research analysts do not receive compensation based upon revenues from specific investment 
banking transactions. CIBC World Markets Inc. generally prohibits any research analyst and any member of his or her 
household from executing trades in the securities of a company that such research analyst covers. Additionally, CIBC 
World Markets Inc. generally prohibits any research analyst from serving as an officer, director or advisory board member 
of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets Inc. may have a long position of less than 1% or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon.  

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures set 
forth below, may at times give rise to potential conflicts of interest.   

CIBC World Markets Inc. does and seeks to do business with companies covered in its research reports. As a result, 
investors should be aware that CIBC World Markets Inc. may have a conflict of interest that could affect the objectivity of 
this report. Investors should consider this report as only a single factor in making their investment decision. 

Analysts employed outside the U.S. are not registered as research analysts with FINRA. These analysts may not be 
associated persons of CIBC World Markets Corp. and therefore may not be subject to FINRA Rule 2241 restrictions on 
communications with a subject company, public appearances and trading securities held by a research analyst account. 

CIBC World Markets Inc. Stock Rating System 
Stock Ratings  Abbreviation Description 
Outperformer OP Stock is expected to outperform similar stocks in the coverage universe during the next 12-18 months. 

Neutral NT Stock is expected to perform in line with similar stocks in the coverage universe during the next 12-18 months. 

Underperformer UN Stock is expected to underperform similar stocks in the coverage universe during the next 12-18 months. 

Tender TR Shareholders are advised to tender shares to a specific offer as we do not believe a superior offer will materialize. 

Not Rated NR CIBC World Markets does not maintain an investment recommendation on the stock. 

Restricted R CIBC World Markets is restricted (due to potential conflict of interest) from rating the stock. 

 
Sector Ratings Abbreviation Description 
Overweight O Sector is expected to outperform the broader market averages. 

Marketweight M Sector is expected to equal the performance of the broader market averages. 

Underweight U Sector is expected to underperform the broader market averages. 

None NA Sector rating is not applicable. 

Note: Broader market averages refer to S&P 500 in the U.S. and S&P/TSX Composite in Canada.  
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CIBC World Markets Inc. Price Chart 
For price and performance charts, please visit CIBC on the web at https://researchcentral.cibccm.com/#/disclaimer-central-
new or write to CIBC World Markets Inc., 161 Bay Street, 4th Floor, Toronto, ON M5H 2S8, Attn: Research Disclosure 
Chart Request. 

 
 

 

Ratings Distribution*: CIBC World Markets Inc. Coverage Universe 

 
Important disclosures for each issuer can be found by visiting the Research Central website at https://researchcentral.cibccm.com/#/disclaimer-
central-new and then entering the issuer name. Access to our research dissemination policy can be found on the same website at 
https://researchcentral.cibccm.com/#/dissemination-policy. These important disclosures can also be obtained by writing to CIBC World Markets Inc., 
161 Bay Street, 4th Floor, Toronto, ON M5H 2S8, Attention: Research Disclosures Request. 

 

Access to CIBC Equity Research 
Clients may access CIBC Equity Research online at Research Central at https://researchcentral.cibccm.com/, or at the 
following research aggregators: Bloomberg, Refinitiv, Capital IQ, and FactSet. 

(as of 13 Apr 2022) Count Percent Inv. Banking Relationships Count Percent
Outperformer 181 59.0% Outperformer 181 100.0%
Neutral 117 38.1% Neutral 116 99.1%
Underperformer 8 2.6% Underperformer 8 100.0%
Tender 1 0.3% Tender 1 100.0%
Restricted 5 1.6% Restricted 5 100.0%

Important Disclosure Footnotes for Dialogue Health Technologies, Inc. 
(CARE.TO)  
 1b CIBC WM Inc. makes a market in the securities of these companies: Dialogue Health Technologies, Inc. 
 2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services from 

these companies in the next 3 months: Dialogue Health Technologies, Inc. 
For important disclosure footnotes for companies mentioned in this report that are covered by CIBC World Markets Inc., click 
here:  CIBC Disclaimers & Disclosures 

Companies mentioned in the report but not listed are not covered by fundamental research at CIBC. 

https://researchcentral.cibccm.com/#/disclaimer-central-new
https://researchcentral.cibccm.com/#/disclaimer-central-new
https://researchcentral.cibccm.com/#/disclaimer-central-new
https://researchcentral.cibccm.com/#/disclaimer-central-new
https://researchcentral.cibccm.com/#/dissemination-policy
https://researchcentral.cibccm.com/
https://researchcentral.cibccm.com/rcportal/compliance?HASH=3000fb3ed3e94721899e0817c18a1e93
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