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SITO MOBILE, LTD.
A Profitable, Rapid Growth Pure Play in Mobile Ad Tech; Initiate At Buy, $0.65 PT
 
SITO (OTC BB)
  Company & Market Data
Closing Price (as of 06/30/2015): $0.36
Rating: BUY
Price Target: $0.65
52 Week Range: $0.15 - $0.49
Avg Daily Volume (M): 91.0
Shares Outstanding (MM): 154
Market Capitalization (MM): $55
Enterprise Value (MM): $59
Fiscal Year End: Sep
 
  Estimates

EPS, adjusted 2014A 2015E 2016E
1Q $0.00 $0.00A —
2Q $0.00 $0.00A —
3Q $0.00 $0.00 —
4Q $0.00 $0.00 —
Full Year $(0.01) $0.01 $0.03
Revenue (MM) $9.9 $16.7 $22.3
EBITDA (MM) $(0.6) $2.3 $4.7
 
  Ratios

P/E (36.0)x 36.0x 12.0x
EBITDA (M) (0.0) 0.0 0.0
EV/EBITDA (99.0)x 25.8x 12.6x
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 Investment Highlights
• Mobile Location-Based Advertising: A Large and Growing Market: According to

comScore (May 2015), nearly 180 million adults in the U.S. now own smartphones
and these "always connected" consumers (particularly millennials) routinely use
these devices for information and now more and more for commerce. According to a
2014 study from xAd/Telemetrics, 65% of all mobile consumers are looking to make
a purchase on any given day. This move by consumers to a mobile platform is not
lost on advertisers. eMarketer estimates that U.S. mobile ad spend is currently $28
billion annually and is expected to more than double, reaching $65.9 billion in 2019.
A significant and growing portion of this spend is now being directed toward location-
based, data driven mobile ad placements, allowing brands to reach consumers with
the right ad at the most appropriate moment. The success of this type of mobile ad
is compelling. According to a January 2014 forecast from BIA/Kelsey spending on
location-targeted mobile advertising is expected to reach $10.8 billion in 2017, up
from just $1.4 billion in 2012.

• SITO Mobile Rebranding: Beginning in late 2013, through a partnership with a
small private ad tech company, DoubleVision Networks, SITO began offering a geo-
location focused, real-time bidding and targeting mobile ad product. This offering
quickly generated significant interest in the marketplace and the Board decided in
early calendar 2014 to reposition the company as a mobile ad tech platform. This
repositioning involved the appointment of a new CEO, Mr. Jerry Hug, the complete
acquisition of DoubleVision, and a corporate name change to SITO Mobile, Ltd.
With its current offerings, brand advertisers are able to reach a more target-specific
audience, enhance consumer engagements and generate higher ROIs on mobile
media campaigns.

• Earnings Model: With the launch of the location-based mobile ad platform, SITO
is experiencing a much improved level of revenue growth. For fiscal 2015 we
anticipate revenues to approach $16.7 million, a 70% jump from the previous
year. Conservatively, we estimate revenue growth of near 35% for fiscal 2016 and
expect revenues to approach $22.3 million. In the March 2015 quarter, the company
generated an operating profit of $42,000 (the first in its history) and we believe that
going forward the leverage in the model will allow for SITO to begin producing GAAP
profits by mid-fiscal 2016.

• Our Outlook: Given the current size of the mobile ad market and the expected
rapid growth in this sector of digital advertising, we believe SITO's leading location-
based platform is extremely well positioned for an extended period of notable top-
and bottom-line growth. We are estimating revenue growth near 70% for fiscal 2015
and note that the company is guiding for mobile revenues to reach $2.5 million
in June 2015 quarter (up nearly 2,000% from the prior year). For fiscal 2016 we
are estimating revenues to reach $22.6 and for adjusted EBITDA to double (from
fiscal 2015) to $4.7 million. With the ongoing rapid growth in mobile marketing and
the recurring nature of this type of ad revenue we believe SITO should be valued
based on a multiple of its 2016 estimated revenues of $22.3 million. As such, we are
initiating coverage of SITO Mobile, Ltd., (SITO) with a Buy rating and a 12-month
price target of $0.65 (see the Valuation Section on page 8).



Investment Summary 

As consumers spend more and more time connected to smart mobile devices (phones 
and tablets), marketers are moving an increasing percentage of their ad spend to mobile 
venues, scrambling to remain "relevant" and stay connected to the mobile consumer. In a 
recent article on the MobileMarketingWatch site the author emphasized this point, stating 
that the underlying momentum in the switch to mobile devices is such that, "...any brand or 
publisher trying to reach 'out and touch someone' will have to invest in it (mobile 
marketing)."

1
 As noted in a recent survey from IAB, marketers are responding to this 

paradigm shift with nearly 75% of U.S. marketers expecting to increase their mobile ad 
budgets during the next two years.  

In this ongoing shift to mobile advertising strategies, SITO Mobile, Ltd.’s innovative 
mobile, location-based marketing platform appears well positioned. The chart below 
details recent data from the CMO 
Council suggesting that geo-fencing and 
geo-targeting are two of the top three 
mobile ad strategies that chief 
marketing officers plan to implement in 
future campaigns. For brand advertisers 
the SITO platform provides the means 
to reach a more target-specific 
audience, enhance consumer 
engagements and generate higher ROIs 
on mobile media campaigns. 

The company has already compiled 
what we view as an impressive set of 
customers on its SMS platform including 
Wal-Mart (WMT, $70.93, Not Rated), 
Hy-Vee and Fresh Direct. In addition, 
the company has launched a self-serve campaign management platform for the small- 
and mid-sized business market aimed at mobile as a communication channel to increase 
in-store traffic and improve product lift of selected items. And though the company’s 
market cap is currently still quite small (approximately $55 million), we believe SITO has 
the management talent, growing user industry awareness, and the technology/service 
platform to prosper and become a much larger entity. Given the expected growth in the 
worldwide mobile ad market and the company’s value proposition for brand advertisers, 
we anticipate SITO to generate year-over-year revenue growth of above 30% for fiscal 
2016 with revenues approaching $22.3 million. Based on this revenue estimate we are 
initiating coverage with a Buy rating and a price target of $0.65.  

Company Overview 

SITO Mobile, Ltd., was originally incorporated in Delaware in May 2000 under the name 
Hosting Site Network, an inactive shell company. In 2008 the company changed its name 
to Single Touch Systems and completed a reverse merger, acquiring all the outstanding 
shares of Single Touch Interactive in exchange for 42.9 million common shares of Single 
Touch Systems. Initially, Single Touch Systems’ business operations comprised a number 
of software applications directed at the emerging mobile phone market including an 
Abbreviated Dial Code (ADC) offering, a platform for downloading content (images, 
ringtones, games) to a mobile phone, and mobile couponing. Importantly, late in 2007 the 
company signed a Master Services Agreement with AT&T (T, $35.52, Not Rated) 
involving the delivery of a free-to-end-user (FTEU) text reminder system/customer 
interaction program for Wal-Mart. By 2009, this text (SMS) reminder program at Wal-Mart 
had become material to SITO’s ongoing revenue generation.  

                                                           
1
 MoblieMarketingWatch, May 21, 2014. See link: http://www.mobilemarketingwatch.com/data-proves-mobile-marketing-is-the-future-41837/ 
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Through late calendar 2013, management focused the company on the growing SMS 
customer interaction product offering and on efforts to license certain intellectual property

2
 

that had been developed at Single Touch Interactive. This IP covers the operations of 
dynamic advertising insertion into digital audio and video streams, certain methods of 
sending information to and between mobile devices, and methods surrounding the access 
of information on a mobile device. Beginning in late 2013, through a partnership with a 
small private ad tech company, DoubleVision Networks, Single Touch began offering a 
geo-location focused, real-time bidding and targeting mobile ad product. This offering 
quickly generated significant interest in the marketplace and the Board decided in early 
calendar 2014 to reposition the company as a mobile ad tech platform. This repositioning 
involved a change in management with the appointment of Mr. Jerry Hug as CEO, the 
purchase of DoubleVision, and a corporate name change to SITO Mobile issuing 8 million 
shares of common stock to the shareholders of DoubleVision and $400,000 in cash to one 

of DoubleVision’s creditors.  

The rebranding as SITO Mobile in 
September 2014 has been 
followed by period of customer 
expansion for the Company 
throughout the U.S. and Canada. 
The new corporate identity is 
intended to reinforce the 
emphasis on mobile location-
based advertising and mobile 
messaging. These mobile ad 
solutions (see images at the left) 
provide brands, agencies and 
retailers the ability to materially 
transform mobile marketing by 
delivering targeted  ad campaigns 
based on geo-location, in-store 
traffic and customer response. 

The SITO Mobile platform also allows marketers to target audiences in real time based not 
only on location, but on interests, behaviors and brand loyalties.  

With the acquisition of DoubleVision and the expansion of the location-based mobile ad 
offering, the company now has 34 employees and is generating impressive revenue 
growth. In the March 2015 quarter, SITO generated revenues of $3.7 million, up more 
than 100% from the previous year and produced an operating profit of $42,000 --- the first 
in company history.  

Mobile Marketing Environment    

In 2007, Apple (AAPL, $125.43, Not Rated) released its first iPhone, setting in motion the 
ongoing phenomena of the “always connected mobile consumer”. Much has changed 
since the introduction of the original iPhone, but the one constant has been the increasing  
adoption and usage of smart mobile devices worldwide.  The ability to stay connected  
continues to drive use of smartphones and tablets for work, for shopping and for 
socializing. This trend is evident in the most recent data compiled by comScore indicating 
that as of the end of Q1 2015, 187.5 million people in the U.S. owned a smartphone. This 
number is up nearly 13% from the previous year and equates to a market penetration rate 
in the U.S. of roughly 77%. Another view of the growing adoption of smartphones comes 
from eMarketer which recently released its projections for smartphone usage in the U.S. 
through calendar 2018. eMarketer is estimating that by 2018 (see the image below) the 
number of smartphone users will reach 220 million  

                                                           
2
 In November 2013, SITO entered into a patent license agreement with Zoove Corporation. The agreement provides Zoove with a non-exclusive, 

royalty free, fully paid-up, worldwide license for a period of ten years for an aggregate cash fee of $750,000 paid out in installments through 2016. 
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Along with the ability to stay connected, the popularity of smart mobile devices is being 
fueled by the increased availability 
and improved performance of mobile 
networks. Findings from a survey by 
Pew Research Center’s Internet & 
American Life Project  (April, 2015) 
suggest that 63% of adult mobile 
phone owners connect online through 
their phones. More importantly, 34% 
of the surveyed cellular internet users 
say they connect online mostly 
through the cell phone. This data 
(0.63 x 0.34) would indicate that 21% 
of all adult mobile phone users now 
do most of their online browsing 
through the mobile phone; not a 
desktop or laptop computer. 

Additionally, consumers are spending 
more and more time on their phones 
as these devices are no longer used 
for just texting or making voice calls. Recent data from Experian Marketing Services 
indicates that the average American is spending more than an hour a day on a 
smartphone. This increasing use of mobile devices is evident in the fact that in 2014 
mobile data traffic equaled 30X the total internet traffic in 2000. Much of this increase use 
is the result of the ongoing rapid growth in mobile ecommerce (m-commerce). According 
to recent data from Criteo

3
, mobile currently represents 29% of ecommerce transactions in 

the U.S. and 34% globally. In the U.S. mobile commerce transactions jumped 10% in the 
first three months of 2015, and the data suggest that by the end of this year mobile 
spending will climb to as much as 33% of total ecommerce in the United States. The 
Criteo report notes that this growth is evident across all retail categories, especially with 
top quartile retailers. Another view of the growth in m-commerce comes from Shopify 
(SHOP, $33.95, Not Rated). Recent data from more than 100,000 ecommerce sites that 
use of Shopify’s cloud-based commerce platform suggest that currently just more than 
50% of the traffic is coming from mobile devices.  

With the increasing retail spend being generated through mobile devices, advertisers are 
racing to develop a relevant mobile presence and stay in front of the connected consumer. 
Much like the move into digital (desktop) advertising through the last decade, advertisers 
are again playing catch-
up in connecting with 
consumers where they 
are consuming media. 
The image to the right    
details the amount of 
time consumers are 
spending on various 
forms of media versus 
the percentage of 
advertising dollars 
spent. Currently it is 
estimated that mobile 
makes up 24% of total 
media viewing yet only 
8% of advertising dollars 
are directed at the 
mobile platform. There is obviously a large gap and therefore a large opportunity for 
entities that are able to provide solutions to target mobile consumers.  

                                                           
3
 Criteo’s Q1 2015 State of Mobile Commerce Report. 
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Even though the ramp in mobile ad spend is still in its early stages, the market is already 
very large. The latest projections from eMarketer (see image below) suggest that the 

mobile ad market in the U.S. 
is currently about $28 billion 
and is expected to more than 
double, reaching $65.9 billion 
in 2019. eMarketer expects 
that by 2019, mobile ad spend 
will account for more than 
70% of all digital advertising 
in the U.S. Though we 
anticipate that much of this ad 
spend will come from 
continued growth in mobile 
search, the industry is 
developing other mobile ad 
modalities including pop-up 

banners, rich media ads (such as video, interactive video, and roll over ads), customized 
mobile sites, rich SMS messaging, geo-location targeting, ad-related games 
(gamification), mobile couponing, and native mobile advertising. We believe that all of 
these genres will grow much faster than search.   

The SITO Mobile Product Suite and Revenue 
Model  

With the rapid adoption of the mobile channel, brands and ad agencies are being 
challenged to integrate the mobile consumer with their existing sales and service 
channels. The core offerings consist of a SMS text service and a location-based ad tech 
platform that provide brands a highly relevant and effective means to connect with the 
mobile consumer. SITO’s platform employs data-driven, state of the art targeting to deliver 
“the right ad at the right time” to an engaged mobile consumer.   

Messaging and Notifications  

SITO’s Short Message Service (SMS) gateway is a channel for retailers to communicate 
with a mobile customer on  a highly personal level. Through integration with the client’s 
customer relationship management (CRM) database, the SMS service creates a direct 
channel to customers, providing a platform for building customer loyalty and increased 
sales. The platform allows brands complete 
control of highly tailored programs, including 
messaging, customer incentive programs, 
and couponing. Targeted mobile coupons 
can be sent based on past purchase 
behaviors making the content relevant and 
timely to a shopper. Customers such as 
Walmart make use of the SMS service in its 
pharmacy operations for both prescriptions 
refill reminders and for pick-up notifications.  
Transactional messages may also be used 
to send delivery notifications (allowing for 
reduced delivery time windows), layaway 
programs, and new product releases. As this 
information is a tool for both customer 
service and sales, consumers view the 
content as highly relevant and as an added 
convenience for their shopping experience.  

Location Based Advertising  

Besides the increasing amount of time spent 
on mobile devices, the attraction for 
advertisers is the fact that the device is 
generally with the consumer and can be 
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tracked. As such, an advertiser can know rather precisely the location of an individual 
consumer. This geo-location ability provides an additional powerful consumer-targeting 
data point and adds another dimension for engaging a consumer with the “right ad at the 
right time”. The opportunity to deliver a coupon or special offer to a consumer right when 
he or she is in the vicinity of the vendor has been shown to materially drive sales. Based 
on data from 10,000 real ad campaigns tracked

4
 by the Local Search Association (LSA), 

click through rates (CTRs) employing geo-fencing and geo-targeting resulted in a true two 
times improvement.  

SITO’s location-based Mobile App Ad Targeting service delivers location-based mobile 
advertisements directly to a consumer’s smartphone for precise targeting. The service 
creates relevant content for consumers by placing ads, coupons, and promotions when 
and where they are most likely to be engaged. Specifically, the platform delivers rich 
media mobile ads with the following features: 

 Geo-fencing – Targets customers within a certain radius of location and uses 

technology to push coupons ads, promotions to mobile apps. 

 Verified Walk-in – Tracks foot-traffic to locations and which ads drove action. 

 Behavioral Targeting – Tracks past behaviors over 30-90 day increments 

allowing for real-time campaign management. 

 Analytics and Optimization – Culling and building measurement system to 

track metrics such as user demographics, psychographics, click-throughs and 
time of engagement.  

Another key feature is SITO’s ability to deliver targeted ads in mobile applications (apps) 
to smartphones with extremely accurate proximity (approximately 15 feet) of the desired 
location. Some location-based service providers are only accurate to 100 feet or more 
which can materially impact the effectiveness of an ad.  

In addition, SITO wraps its geo-location capabilities with other known data about a specific 
consumer before placing the specific advertisement in front of that consumer. For 
example, combining geo-location with information such as income, apps used on the 
mobile device, previous purchases, housing location, internet provider, and the type of 
device can all be utilized to help deliver the most appropriate ad at the most appropriate 
time.  

Launched late 2013, SITO’s data-driven mobile ad network has provided a significant 
boost to corporate revenues. Revenue is based on a campaign basis with the same key 
media metrics as 
Internet advertising, 
primarily on the 
desired number of 
audience impressions. 
The chart at the right 
details the growth in 
mobile ad revenues 
since early 2014. In Q1 
of this year mobile ad 
revenue increased to 
$1.6 million and is 
expected to climb to 
$2.5 million in the June 
quarter. We anticipate 
that in the June 
quarter, ad placement revenues will eclipse the revenues from the SMS segment and 
grow from there. 

Intellectual Property Assets 

SITO’s patent portfolio represents internal research and development as well as select 
technology purchased from other entities. On March 15, 2010, the Company purchased 

                                                           
4
 LSA “Local Mobile Search Study”, April 2013  
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six patents and three patent applications from an unrelated third party for $900,000, of 
which $550,000 was paid on the execution of the purchase agreement and the remaining 
$350,000 was paid in installments, the last of which was paid on October 15, 2012. At 
present the company’s IP assets include patents in the following technology segments:  

 Digital Video and Audio Streaming and Advertising – Patents in this segment 

cover over-the-top (OTT) digital streaming services and compression protocols. 
Over-the-top streaming refers to content that is delivered from a third party such 
as Netflix (NFLX, $665.94, Not Rated) and Hulu rather than broadcast carrier 
such as AT&T or Comcast (CCV, $25.06, Not Rated). These patents also read 
on the notion of dynamic advertising insertion into these OTT streams and the 
billing and tracking of revenues generated from the advertising. There is a 
significant trend (especially within the millennial generation) involving cutting the 
“cable cord” and simply use an internet provider along with third party apps to 
stream content. With the growing demand for streamed content, the patents 
covering these technologies appear to offer the most significant near-term 
potential for IP monetization. SITO has therefore focused initial efforts on this first 
category and has committed significant resources to generating work product 
around leading USA-based video streaming services and streaming standards 
solutions providers. 

 Sending Information To and Between Mobile Devices – Patents in this 

segment read on the notion of over-the-air (software) provisioning of 
smartphones and mobile devices. This type of customization or aftermarket 
provisioning could include changing a carrier plan, modifying the user interface of 
the device, and content delivery.  

 Accessing information on a Mobile Device - These patents cover features that 

offer users improved effectiveness in accessing information on a mobile device. 
This includes a variety of uses, including: abbreviated dial codes for rapid access 
to services, providing ads and coupons, and more efficient user interface 
features. As SITO’s revenue model is driven by the access of information on 
mobile devices, this category of patents is core to its business, and is primarily 
used for defensive purposes and growth.   

Patent litigation with Zoove Corporation that concluded in November 2013 
involved some of the patents in this category and resulted in a $750,000 
settlement. 

Though the company is primarily focused on the operational side of the business, 
management believes that there is value in these IP assets and will (when appropriate) 
seek to monetize these assets. To further this effort, SITO has established a separate 
subsidiary, SITO Mobile Solutions R&D IP, LLC, dedicated to the monetization of these 
assets, primarily through licensing.  

Competition 

Though SITO Mobile is focused strictly on mobile advertising (a fairly narrow niche in the 
digital ad space) it naturally competes with all forms of traditional advertising media when 
it comes to the division of advertising budgets. These outlets comprise direct mail, 
television, radio, cable and print. More specifically, in the digital advertising market, many 
current competitors enjoy significant competitive advantages, such as better name 
recognition and financial resources, larger existing customer bases, and significantly 
greater technical, sales and marketing resources. The growth in the use of mobile devices 
for ecommerce is compelling brands and advertisers to increase ad spending directed at 
mobile consumers. As a result, both seasoned digital ad players such as Google (GOOG, 
$520.51, Not Rated), Yahoo! (YHOO, $39.29, Not Rated), Millennium Media (MM, $1.69, 
Note Rated) and inMobi along with numerous start-ups are racing to design products and 
strategies to effectively target the “always connected” consumer. As such, competition in 
the mobile space is already intense.  

In the SMS messaging and notification space, SITO faces competition from other platform 
providers and home-grown solutions. Some of the well-known providers include Sumotext, 
Ez Texting, and 4INFO. SITO differentiates itself based on the personalized nature of 
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messages, achieved through integration with a company’s CRM database. Additionally, 
STIO enjoys a competitive advantage in that the company has some very large partners 
selling its system, including AT&T. 

The increased availability and quality of location data through mobile devices has led to 
the emergence of a number of entities looking to capitalize on adding geo-location 
targeting to mobile ad strategies. Currently SITO faces direct competition from companies 
such as xAd, Verve Mobile, NinthDecimal and Place Iq. Though the competitive 
environment is not trivial, we believe SITO’s competitive advantages lie in its precise geo-
location data, the addition of third party data streams and its current relationships with top 
brands and agencies. Additionally, in our view, mobile advertising is an extremely large 
and growing market and we believe there is room for a variety of participants. Over time, 
we expect the market to consolidate and anticipate that many of the current smaller 
service providers could be acquired by larger media companies and agencies looking to 
bring these services in-house.  

We also anticipate that the larger entities already participating in some segments of digital 
marketing will look to gain entrance into the location-based segment. We note that Apple 
may not seem (at first glance) as a potential competitor, but the combination of its latest 
iOS8 operating system, the iAd advertising network, the newly-launched Apple Pay 
payment system and in-store iBeacon tracking puts Apple in an interesting position to 
perhaps become a notable force in this market space.  

Financial Discussion 

SITO Mobile ended its 2014 calendar year with revenues of $9.8 million (up nearly 27% 
year/year) and an operating of loss of $3.7 million. With the rebranding that was 
completed in 2014, we expect revenues in 2015 to exceed $16 million. We note that in Q1 
2015 SITO generated revenues of $3.8 million and a GAAP operating profit of $42,000. 
With the ongoing growth in mobile ad spend we are estimating revenues approaching 
$22.3 million for calendar 2016 with an adjusted EBITDA of $4.7 million.    

As a relatively young company participating in the rapidly expanding mobile ad market, the 
company has financed its operations with a series of equity offerings and a debt package. 
Most recently, on October 3, 2014 the company entered into a Revenue Sharing and Note 
Purchase Agreement (the “Fortress Agreement”). This financing agreement resulted in the 
sale of $10,000,000 of senior notes and 2.6 million of new common shares at $0.3817 per 
share. The notes have a maturity of 42 months and an interest rate of LIBOR plus 9%.  
The revenue sharing provision attached to the notes provide Fortress with up to a 50% 
share of the monetization revenues for SITO’s IP totaling $5 million if the notes are paid in 
full prior to March 31, 2018 or $7.5 million if the notes are paid at some later date.   

As of the end of the March 2015 quarter, SITO had a debt balance of $8.7 and cash on 
the balance sheet of $4.8. Going forward, we anticipate that the company will generate 
positive cash from operations and will not need additional capital except for potential 
attractive acquisition opportunities. 

Valuation 

The current market capitalization of SITO Mobile is roughly $55 million (assuming 154 
million outstanding shares) with about $4.8 million in cash. This market cap number 
equates to a market cap-to-sales multiple of just more than 2.4X based on our fiscal 2016 
estimated revenues of $22.3 million. We feel that this low valuation is primarily the result 
of a general lack of awareness of the company’s recent strategic repositioning with the 
emergence of its geo-location mobile ad platform. With the acquisition of DoubleVision, 
SITO is now an emerging leader in the mobile ad tech space, and we believe is well 
positioned to generate impressive top line growth through fiscal 2015 and 2016. We argue 
that given the expected growth and the fact that the company is now generating positive 
cash flow from operations, the valuation should move more in line with the Price/Revenue 
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 Company   Symbol  Price    

 Market 

Cap (MM) 

 2015E 

Sales 

(MM) 

 2015 Est 

Revenue 

Growth 

 2015E 

Market 

Cap/Sales 

Coupons.com COUP 10.79$  894.0$        270.8$  22.1% 3.3

Digital Turbine APPS 3.02$    172.5$        119.7$  323.8% 1.4

Marchex Inc. MCHX 4.95$    209.4$        142.3$  -18.8% 1.5

IZEA Corp IZEA 0.42$    24.2$          22.4$    169.4% 1.1

YY, Inc. YY 69.52$  3,740.0$     889.0$  50.0% 4.2

Millenial Media MM 1.62$    226.9$        326.9$  10.4% 0.7

Travelzoo, Inc. TZOO 11.28$  166.2$        133.1$  -6.3% 1.2

MeetMe MEET 1.70$    76.4$          48.9$    9.2% 1.6

Viggle VGGL 2.05$    42.9$          31.7$    76.3% 1.4

Web.com Group WWWW 24.22$  1,250.0$     554.7$  -2.7% 2.3

Weibo WB 17.14$  3,550.0$     476.0$  42.4% 7.5

Yelp, Inc. YELP 43.03$  3,220.0$     572.0$  51.5% 5.6

YuMe YUME 5.42$    181.4$        200.5$  12.6% 0.9

AVERAGE 56.9% 2.5

SITO Mobile SITO 0.36$    55.3$          16.8$    70.5% 3.3

Market Cap/Sales Valuation Table

multiples of other successful mobile marketing related enterprises that have been 
purchased in recent years (see Valuation Table below

5
). As noted, recent transactions in 

the mobile media space have (on average) been completed at Price/Revenue multiples of 
above 10X.  

Additionally, we have included a table (see below
6
) of current valuations of companies in 

various sectors of the mobile space. The companies listed in the chart have an average 
valuation on the out year 
revenues of roughly 2.5X. 
Given SITO Mobile’s 
expected rapid growth in its 
geo-location ad network, its 
pure focus on mobile ad tech 
and the fact that the company 
is generating positive cash 
flow from operations, we 
believe the shares deserve a 
slight premium to the other 
mobile ad tech companies.  
We believe a fair yet 
conservative valuation for the 
company today would be 
Price/Revenue metric of 4.5X 
on the fiscal 2016 revenues. 
Applying a 4.5X multiple to 
our fiscal 2016 estimate of 
$22.3 million equates to a 
current value of 
approximately $0.65 per 
share (assuming a share 
count of 154 million). We feel 
this Price/Revenue multiple accounts for the inherent risks generally associated with 
managing a relatively young, small cap company, but at the same time factors in the 
dynamic growth metrics within the mobile ad market, SITO Mobile’s current balance sheet 
and the company’s dynamic future growth potential. 

Investment Risks 

SITO Mobile Ltd. is currently a relatively small company with a market capitalization of just 
$55 million. To date, the company has yet to generate sufficient revenues on a quarterly 

                                                           
5
 Pricing and estimated revenue information has been derived from Yahoo Finance and technology related news sites including TechCrunch, All 

Things D, and paidContent. None of the companies listed in the table are followed or rated by Ladenburg Thalmann & Co. Mention of specific 
companies not covered by Ladenburg Thalmann & Co. Inc. is not a recommendation to buy, sell or hold these securities mentioned. 

6
 Pricing and estimated revenue information has been derived from Yahoo Finance as of June 30, 2015. None of the companies mentioned are 

covered by Ladenburg Thalmann expect for Digital Turbine (Buy Rated), Viggle (Buy Rated) and IZEA (Buy Rated). Mention of specific companies not 
covered by Ladenburg Thalmann & Co. Inc. is not a recommendation to buy, sell or hold these securities mentioned. 

Company Name Purchaser
Transaction 

Date

Tansaction 

Value (000s)

Estimated 

Revenues 

(000s)

Transaction Price / 

Estimated Revenues 

Adapt.Tv AOL, Inc. Aug-13  $            405,000  $         22,400 18.1

Amobee Singapore Telecom Mar-12  $            321,000  $         14,000 22.9

Buddy Media Salesforce, Inc. Jun-12  $            689,000  $         45,900 15.0

Meraki Cisco Systems Dec-12  $         1,280,000  $       100,000 12.8

Hipcricket Augume Technologies Aug-11  $              46,300  $         10,000 4.6

Meridian Aruba Networks May-13  $              26,000  $           1,040 25.0

Parse Facebook Apr-13  $              85,000  $           5,000 17.0

Power Reviews Baravoice Jun-12  $            168,200  $         20,100 8.4

Mopub Twitter Aug-13  $            448,000  $       100,000 4.5

JumpTap Millenial Media Mar-11  $            326,000  $         45,000 7.2

SuccessFactors Dec-11  $         3,400,000  $       332,000 10.2

Average 12.8

M&A Activity in the Mobile Media Market Sector
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basis to achieve GAAP profitability, and is not expected to do so until mid-fiscal 2016. In 
our opinion, the primary risks to our investment thesis lay in effective management of the 
expected rapid revenue growth and the company's ability to continue escalating its 
location-based mobile ad platform. Other risk factors to our investment thesis and price 
target include, but are not limited to, the following:  

 the company’s reliance on wireless carriers, especially AT&T, to market and distribute 
its products and services. The loss of or a change in relationships with AT&T, or other 
partners could cause SITO to lose access to its subscribers and thus materially 
reduce its revenues; 

 the growing number of competitors in the digital and mobile ad market. Many of these 
competitors are much larger, well-known entities and possess significantly greater 
financial, marketing and technical resources;  

 the continued popularity and use of smart mobile devices for ecommerce. Any 
disruption in this current paradigm would likely hinder the company's future revenue 
growth; 

 the company’s ability to protect and monetize its patents; 

 the company’s ability to stay current with the rapid pace of technological innovations 
in the digital/mobile ad industry and provide its user base with relevant ad platforms 
with attractive ROIs;  

 the company’s dependence upon the efforts of its executive officers and directors. 
The loss of one or more executive officers and directors, or failure to add key 
personnel, could slow the growth of the business or cease operations entirely;   

 the company’s history of operating losses. Though the company generated positive 
operating results in Q1 2015 there is no guarantee that the company will continue to 
produce positive operating cash flows; 

 the current share price is under $1.00 and the common shares are not currently 
traded on a national market exchange. As such there is a general lack of liquidity in 
the stock which may cause added volatility and risk for investors;  

 applicable SEC rules governing the trading of “penny stocks” may limits the trading 
and liquidity of the company's common shares which may affect the trading price of 
the common stock; and 

 the company may need to raise additional capital in the future which could result in 
significant equity dilution for the current shareholders. 

Management Team 

Jerry Hug – Chief Executive Officer 

Prior to the last three years as EVP of Corporate Development at SITO, Mr. Hug was 
Executive Vice President and Chief Strategy Officer of Wireless Retail Inc., a $400 million 
wireless services company which helped pioneer the store-in-store model for selling 
mobile phones for wireless carriers in large national retailers. Mr. Hug served as interim 
CFO prior to Wireless Retail’s eventual sale to the Radio Shack Corporation. Prior to 
Wireless Retail, Jerry was Managing Partner of Redwood Partners, an early-stage 
merchant bank and advisory firm that focused on providing early-stage capital and 
executive management to technology, media and telecom businesses. 

Kurt Streams – CFO 

Mr. Streams is a CPA with extensive audit experience with public companies. Most 
recently, he was Partner at GBM LLC, a business management firm service public and 
private companies, where he managed patents and licensing for a publicly-held consumer 
products client. Kurt has served as CFO of three companies including IGIA, Inc., where he 
managed patents and licensing for IGIA’s portfolio of branded consumer products. Prior, 
he was CFO at The Deal, where he teamed with the company’s CEO to raise $125 million 
over a three-year start-up period that ultimately led to the sale of the company to 
TheStreet.com. 
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Adam Meshekow – EVP, Product & National Sales  

As the Executive Vice President of Product and National Sales, Mr. Meshekow oversees 
SITO's sales and product innovation. His extensive mobile industry knowledge coupled 
with his prior experience driving unprecedented sales growth as head of mobile at Toys 
"R" Us has enabled Adam to implement successful mobile strategies and executions. 
Adam launched his career mobile marketing technology at seQRets, and currently sits on 
the Advisory Board for KIIP and Snip Snap. 

Jon Lowen EVP, Operations & Product Development 

Mr. Lowen is the director of SITO Mobile's operations and product development. He brings 
his experience and intuitive nature from DoubleVision where his mobile media savvy 
consistently brought better than average results for clients. He also helped grow Outside 
Hub, now Carbon Media Group, into the largest outdoor sports digital media company 
where as COO he spearheaded a round of recapitalization in 2010 with a large venture 
capital firm to continue revenue and profit growth. 
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Table 1: SITO Mobile, Ltd. Quarterly Income Statement (Fiscal Year End -- September) 
 

12/31/2012 3/31/2013 6/30/2013 9/30/2013 12/31/2013 3/31/2014 6/30/2014 9/30/2014 12/31/2014 3/31/2015 6/30/2015 9/30/2015

Revenues

Wireless Applications 1,947         1,808         1,924         2,106         2,147         1,757         1,940         2,353         2,425         2,004         2,100         2,100         

Licensing/Royalties -                -                750            72              94              133            135            135            135            

Media Placement -                -                10              60              131            557            1,289         1,627         2,350         2,300         

Total Revenues 1,947$       1,808$       1,924$       2,106$       2,907$       1,817$       2,143$       3,004$       3,847$       3,766$       4,585$       4,535$       

Cost of Revenues 884$          777$          804$          863$          868$          862$          818$          1,041$       1,696$       1,580$       2,150$       2,125$       

Gross Margin 1,063$       1,031$       1,120$       1,243$       2,039$       955$          1,325$       1,963$       2,151$       2,186$       2,435$       2,410$       

Cost and Expenses -                

Research and development 9                24              13              20              24              12              12              11              10              9                10              11              

Compensation expense 1,755         635            765            653            -                695            3,518         -                

Depreciation and Amortization expense 155            160            163            185            150            57              152            370            189            68              75              75              

Selling and marketing 1,067         1,006         950            875            228            238            1,033         3,543         700            912            950            975            

General and adminstrative -                2,496         1,566         -                1,370         1,155         1,175         1,200         

Total Costs and Expenses 2,986$       1,825$       1,891$       1,733         2,898$       1,873$       1,892$       3,380         2,269         2,144         2,210         2,261         -                -                -                

Operating Profit (Loss) (1,923)$      (794)$         (771)$         (490)           (859)$         (918)$         (567)$         (1,417)        (118)           42              225            149            

Interest income -                -                -                -                -                -                -                54              -                -                

Interest expense (308)          (279)          (491)          (193)          (192)          (191)          (185)          (181)          (417)          (434)          (425)          (425)          

Net (loss) Before Taxes (2,231)        (1,073)        (1,262)        (683)           (1,051)        (1,109)        (752)           (1,598)        (535)           (338)           (200)           (276)           

Income Taxes -                -                -                -                -                -                -                -                -                -                -                -                

Net Profit (Loss) (2,231)$      (1,073)$      (1,262)$      (683)           (1,051)$      (1,109)$      (752)$         (1,598)        (535)           (338)           (200)           (276)           -                

 Weighted Average Shares fully diluted   132,472     132,646     134,186     125,464     140,816     142,706     142,729     143,240     153,262     153,662     153,750     153,750     

EPS - fully diluted (0.02)$        (0.01)$        (0.01)$        (0.01)$        (0.01)$        (0.01)$        (0.01)$        (0.01)$        (0.00)$        (0.00)$        (0.00)$        (0.00)$        

Depreciation and amortization 339            321            546            282            247            251            244            364            305            344            350            350            

Stock-based compensation 1,406         267            353            216            842            267            340            645            180            150            175            175            

Cash Earnings (Loss) (487)$         (485)$         (363)$         (185)$         38$            (591)$         (168)$         (589)$         (50)$           156$          325$          249$          

Cash Earnings (Loss) Per Share (0.00)$        (0.00)$        (0.00)$        (0.00)$        0.00$         (0.00)$        (0.00)$        (0.00)$        (0.00)$        0.00$         0.00$         0.00$         

EBITDA (179)$         (206)$         128$          8$              230$          (400)$         17$            (408)$         367$          536$          750$          674$          

Gross Margin 54.6% 57.0% 58.2% 59.0% 70.1% 52.6% 61.8% 65.3% 55.9% 58.0% 53.1% 53.1%

General and adminstrative 0.0% 0.0% 0.0% 0.0% 85.9% 86.2% 0.0% 0.0% 35.6% 30.7% 25.6% 26.5%

Research and development 0.5% 1.3% 0.7% 0.9% 0.8% 0.7% 0.6% 0.4% 0.3% 0.2% 0.2% 0.2%

Selling and marketing 54.8% 55.6% 49.4% 41.5% 7.8% 13.1% 48.2% 117.9% 18.2% 24.2% 20.7% 21.5%
Total Costs and Expenses 153.4% 100.9% 98.3% 82.3% 99.7% 103.1% 88.3% 112.5% 59.0% 56.9% 48.2% 49.9%

Operating Profit (Loss) -98.8% -43.9% -40.1% -23.3% -29.5% -50.5% -26.5% -47.2% -3.1% 1.1% 4.9% 3.3%

Net Profit (Loss) -114.6% -59.3% -65.6% -32.4% -36.2% -61.0% -35.1% -53.2% -13.9% -9.0% -4.4% -6.1%
Cash Earnings (Loss) -25.0% -26.8% -18.9% -8.8% 1.3% -32.5% -7.8% -19.6% -1.3% 4.1% 7.1% 5.5%

Total Revenues 88.8% 16.3% 21.4% -3.2% 49.3% 0.5% 11.4% 42.6% 32.3% 107.3% 114.0% 51.0%

Total Costs and Expenses 198.6% 27.0% 15.7% -18.8% -2.9% 2.6% 0.1% 95.0% -21.7% 14.5% 16.8% -33.1%

Operating Profit (Loss) NA NA NA NA NA NA NA NA NA NA NA NA

Net Profit (Loss) NA NA NA NA NA NA NA NA NA NA NA NA

Cash Earnings (Loss) NA NA NA NA NA NA NA NA NA NA NA NA

Total Revenues -10.5% -7.1% 6.4% 9.5% 38.0% -37.5% 17.9% 40.2% 28.1% -2.1% 21.7% -1.1%

Total Costs and Expenses 39.9% -38.9% 3.6% -8.4% 67.2% -35.4% 1.0% 78.6% -32.9% -5.5% 3.1% 2.3%

Operating Profit (Loss) NA NA NA NA NA NA NA NA NA NA 435.7% -33.8%

Net Profit (Loss) NA NA NA NA NA NA NA NA NA NA NA NA

Cash Earnings (Loss) NA NA NA NA NA NA NA NA NA NA NA NA

% SEQUENTIAL INCREASE

Fiscal Year Ending 2015E

QUARTERLY INCOME STATEMENT   (000's)

% of TOTAL REVENUE

% YEAR OVER YEAR INCREASE

Fiscal Year Ending 2013 Fiscal Year Ending 2014

 
 
Source: Ladenburg Thalmann Estimates and Company Filings 
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Table 2: SITO Mobile, Ltd. Annual Income Statement (Fiscal Year End -- September) 
 

2011 2012 2013 2014 2015E 2016E

Wireless Applications 4,580        6,347        7,785        8,197        8,629        9,250        

Licensing/Royalties -                -                -                916           538           550           

Media Placement -                -                -                758           7,566        12,500      

Total Revenues 4,580$       6,347$       7,785$       9,871$       16,733$     22,300$     

Cost of Revenues 2,544         2,907         3,328         3,589         7,551        10,250       

Gross Margin 2,036        3,440         4,457         6,282         9,182         12,050       

Cost and Expenses

Research and development 79             85             66             59             40             75             

Compensatiion Expense (includes stock-based) 5,469        3,044        3,808        4,213        -                -                

Depreciation and Amortization expense 634           690           663           729           407           500           

Selling and marketing 3,161        2,387        3,898        5,042        3,537        3,750        

General and adminstrative 4,900        5,100        

Total Costs and Expenses 9,343$       6,206$       8,435$       10,043$     8,884$       9,425$       

Operating Profit (Loss) (7,307)$      (2,766)$      (3,978)$      (3,761)$      298$          2,625$       

Interest income -                -                -                -                54             -                

Interest expense (26)            (488)          (1,271)       (749)          (1,701)       (750)          
-                -                -                

Net (loss) Before Taxes (7,333)        (3,254)        (5,249)        (4,510)        50              1,875         

Income Taxes -                -                -                -                -                -                

Net Profit (Loss) (7,333)$      (3,254)$      (5,249)$      (4,510)$      50$            1,875$       

 Weighted Average Shares fully diluted   127,817 131,192 133,879 143,750 154,000 154,000

EPS - fully diluted (0.06)$        (0.02)$        (0.04)$        (0.03)$        0.00$         0.01$         

Depreciation and amortization 633           1,001        1,106        1,106        1,349        1,350        

Stock-based compensation 4,592        502           2,242        2,094        680           750           

Cash Earnings (Loss) (2,108)$      (1,751)$      (1,901)$      (1,310)$      2,079$       3,975$       

Cash Earnings (Loss) Per Share (0.02)$        (0.01)$        (0.01)$        (0.01)$        0.01$         0.03$         

EBITDA (2,082)$      (1,263)$      (630.40)$    (561)$         2,327$       4,725$       

Gross Margin 44.5% 54.2% 57.3% 63.6% 54.9% 54.0%

General and adminstrative 0.0% 0.0% 0.0% 0.0% 29.3% 22.9%

Research and development 1.7% 1.3% 0.8% 0.6% 0.2% 0.3%

Selling and marketing 69.0% 37.6% 50.1% 51.1% 21.1% 16.8%
Total Costs and Expenses 204.0% 97.8% 108.3% 101.7% 53.1% 42.3%

Operating Profit (Loss) -159.5% -43.6% -51.1% -38.1% 1.8% 11.8%

Net Profit (Loss) -160.1% -51.3% -67.4% -45.7% 0.3% 8.4%
Cash Earnings (Loss) -46.0% -27.6% -24.4% -13.3% 12.4% 17.8%

Total Revenues 477.6% 38.6% 22.7% 26.8% 69.5% 33.3%

Total Costs and Expenses 92.8% -33.6% 35.9% 19.1% -11.5% 6.1%

Operating Profit (Loss) NA NA NA NA NA 780.9%

Net Profit (Loss) NA NA NA NA NA 3650.0%

Cash Earnings (Loss) NA NA NA NA NA 91.2%

% YEAR OVER YEAR INCREASE

% of TOTAL REVENUE

ANNUAL INCOME STATEMENT (000s)

 
 
Source: Ladenburg Thalmann Estimates and Company Filings 
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Table 3: SITO Mobile, Ltd. Balance Sheet 
 

2011 2012 2013 2014 2015E 2016E

Wireless Applications 4,580        6,347        7,785        8,197        8,629        9,250        

Licensing/Royalties -                -                -                916           538           550           

Media Placement -                -                -                758           7,566        12,500      

Total Revenues 4,580$       6,347$       7,785$       9,871$       16,733$     22,300$     

Cost of Revenues 2,544         2,907         3,328         3,589         7,551        10,250       

Gross Margin 2,036        3,440         4,457         6,282         9,182         12,050       

Cost and Expenses

Research and development 79             85             66             59             40             75             

Compensatiion Expense (includes stock-based) 5,469        3,044        3,808        4,213        -                -                

Depreciation and Amortization expense 634           690           663           729           407           500           

Selling and marketing 3,161        2,387        3,898        5,042        3,537        3,750        

General and adminstrative 4,900        5,100        

Total Costs and Expenses 9,343$       6,206$       8,435$       10,043$     8,884$       9,425$       

Operating Profit (Loss) (7,307)$      (2,766)$      (3,978)$      (3,761)$      298$          2,625$       

Interest income -                -                -                -                54             -                

Interest expense (26)            (488)          (1,271)       (749)          (1,701)       (750)          
-                -                -                

Net (loss) Before Taxes (7,333)        (3,254)        (5,249)        (4,510)        50              1,875         

Income Taxes -                -                -                -                -                -                

Net Profit (Loss) (7,333)$      (3,254)$      (5,249)$      (4,510)$      50$            1,875$       

 Weighted Average Shares fully diluted   127,817 131,192 133,879 143,750 154,000 154,000

EPS - fully diluted (0.06)$        (0.02)$        (0.04)$        (0.03)$        0.00$         0.01$         

Depreciation and amortization 633           1,001        1,106        1,106        1,349        1,350        

Stock-based compensation 4,592        502           2,242        2,094        680           750           

Cash Earnings (Loss) (2,108)$      (1,751)$      (1,901)$      (1,310)$      2,079$       3,975$       

Cash Earnings (Loss) Per Share (0.02)$        (0.01)$        (0.01)$        (0.01)$        0.01$         0.03$         

EBITDA (2,082)$      (1,263)$      (630.40)$    (561)$         2,327$       4,725$       

Gross Margin 44.5% 54.2% 57.3% 63.6% 54.9% 54.0%

General and adminstrative 0.0% 0.0% 0.0% 0.0% 29.3% 22.9%

Research and development 1.7% 1.3% 0.8% 0.6% 0.2% 0.3%

Selling and marketing 69.0% 37.6% 50.1% 51.1% 21.1% 16.8%
Total Costs and Expenses 204.0% 97.8% 108.3% 101.7% 53.1% 42.3%

Operating Profit (Loss) -159.5% -43.6% -51.1% -38.1% 1.8% 11.8%

Net Profit (Loss) -160.1% -51.3% -67.4% -45.7% 0.3% 8.4%
Cash Earnings (Loss) -46.0% -27.6% -24.4% -13.3% 12.4% 17.8%

Total Revenues 477.6% 38.6% 22.7% 26.8% 69.5% 33.3%

Total Costs and Expenses 92.8% -33.6% 35.9% 19.1% -11.5% 6.1%

Operating Profit (Loss) NA NA NA NA NA 780.9%

Net Profit (Loss) NA NA NA NA NA 3650.0%

Cash Earnings (Loss) NA NA NA NA NA 91.2%

% YEAR OVER YEAR INCREASE

% of TOTAL REVENUE

ANNUAL INCOME STATEMENT (000s)

 
 
Source: Company Filings  
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APPENDIX A: IMPORTANT RESEARCH DISCLOSURES
 
ANALYST CERTIFICATION

I, Jon R. Hickman, attest that the views expressed in this research report accurately reflect my personal views about the subject security
and issuer. Furthermore, no part of my compensation was, is, or will be directly or indirectly related to the specific recommendation or views
expressed in this research report, provided, however, that:

The research analyst primarily responsible for the preparation of this research report has or will receive compensation based upon various
factors, including the volume of trading at the firm in the subject security, as well as the firm’s total revenues, a portion of which is generated
by investment banking activities.

Additional information regarding the contents of this publication will be furnished upon request. Please contact Ladenburg Thalmann,
Compliance Department, 570 Lexington Avenue, 11th floor, New York, New York 10022 (or call 212-409-2000) for any information regarding
current disclosures, and where applicable, relevant price charts, in regard to companies that are the subject of this research report.

COMPANY BACKGROUND

SITO Mobile Ltd. operates a mobile location-based advertising platform for businesses, advertisers, and brands. The platform allows marketers
to create content targeted to audiences, based on location, interests, behaviors and loyalty. Building on the increasing proliferation of mobile
devices, SITO provides its customers with the ability to deliver actionable content in a real-time manner, while providing measurement and
analytics. The company’s mobile location-based advertising platform utilizes geo-fencing, targeting consumers within a precise location and
uses technology to push coupons, ads, and promotions to mobile apps. The company's mobile messaging platform builds and controls tailored
programs, including messaging, reminders and customer incentive programs. SITO Mobile changed its name from Single Touch Systems, Inc.
in September 2014. The company was originally incorporated in 2000 and is based in Jersey City, New Jersey.

VALUATION METHODOLOGY

Our valuation is based on a 4.5X multiple of our fiscal 2016 revenue estimate of $22.3 million. 4.5X the $22.3 million revenue estimate equates
to a current value of approximately $0.65 per share (assuming a share count of 154 million).

RISKS

SITO Mobile Ltd. is currently a relatively small company with a market capitalization of just $54 million and an accumulated deficit of $134
million as of September 2014. To date, the company has yet to generate sufficient revenues on a quarterly basis to achieve GAAP profitability,
and is not expected to do so until mid-fiscal 2016. In our opinion, the primary risks to our investment thesis lay in effective management of
the expected rapid revenue growth and the company's ability to continue escalating its location-based mobile ad platform. Other risk factors
to our investment thesis and price target include, but are not limited to, the following:
• SITO's reliance on wireless carriers, especially AT&T, to market and distribute its products and services to customers;

• the growing number of competitors in the digital and mobile ad market. Many of these competitors are much larger, well-known entities and
possess significantly greater financial, marketing and technical resources;

• the continued popularity and use of smart mobile devices for ecommerce.

• the company’s ability to protect and monetize its patents;

• the company’s ability to stay current with the rapid pace of technological innovations in the digital/mobile ad industry and provide its user
base with relevant ad platforms with attractive ROIs;

• the company’s dependence upon the efforts of its executive officers and directors. The loss of one or more executive officers and directors,
or failure to add key personnel, could slow the growth of the business or cease operations entirely;

• the company’s history of operating losses. Though the company generated positive operating results in Q1 2015 there is no guarantee that
the company will continue to produce positive operating cash flows in future periods;

• the current share price is under $1.00 and the common shares are not currently traded on a national market exchange. As such there is a
general lack of liquidity in the stock which may cause added volatility and risk for investors;

• applicable SEC rules governing the trading of “penny stocks” may limits the trading and liquidity of the company's common shares which
may affect the trading price of the common stock; and

• the company may need to raise additional capital in the future which could result in significant equity dilution for the current shareholders.

STOCK RATING DEFINITIONS

Buy: The stock’s return is expected to exceed 12.5% over the next twelve months.
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Neutral: The stock’s return is expected to be plus or minus 12.5% over the next twelve months.
Sell: The stock’s return is expected to be negative 12.5% or more over the next twelve months.

Investment Ratings are determined by the ranges described above at the time of initiation of coverage, a change in risk, or a change in target
price. At other times, the expected returns may fall outside of these ranges because of price movement and/or volatility. Such interim deviations
from specified ranges will be permitted but will become subject to review.

RATINGS DISPERSION AND BANKING RELATIONSHIPS AS OF (July 1, 2015)

Rating % IB %
BUY 72.7 57.4
NEUTRAL 27.3 43.9
SELL 0.0 0.0

COMPANIES UNDER JON'S COVERAGE
Digital Turbine Inc. (APPS)
eGain Corporation (EGAN)
Hemisphere Media Group, Inc. (HMTV)
Marathon Patent Group, Inc. (MARA)
ParkerVision, Inc. (PRKR)
SITO Mobile, Ltd. (SITO)
Uni-Pixel, Incorporated (UNXL)
Boingo Wireless, Inc. (WIFI)

 Cachet Financial Solutions, Inc. (CAFN)
GSV Capital Corp. (GSVC)
IZEA, Inc. (IZEA)
Patent Properties, Inc. (PPRO)
Superconductor Technologies Inc. (SCON)
Firsthand Technology Value Fund (SVVC)
Viggle Inc. (VGGL)
ZAGG Incorporated (ZAGG)

COMPANY SPECIFIC DISCLOSURES
Ladenburg Thalmann & Co. Inc. makes a market in Digital Turbine Inc., IZEA, Inc. and Viggle Inc..
Ladenburg Thalmann & Co. Inc. has managed or co-managed a public offering for Viggle Inc. within the past 12 months.
Ladenburg Thalmann & Co. Inc. intends to seek compensation for investment banking and/or advisory services from IZEA, Inc. within the
next 3 months.
Ladenburg Thalmann & Co. Inc received compensation for investment banking services from Viggle Inc. within the past 12 months.
Ladenburg Thalmann & Co. Inc had an investment banking relationship with Viggle Inc. within the last 12 months.

OTHER COMPANIES MENTIONED
Digital Turbine Inc. (APPS - $3.02 BUY)
IZEA, Inc. (IZEA - $0.42 BUY)
Viggle Inc. (VGGL - $2.05 BUY)
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GENERAL DISCLAIMERS

Information and opinions presented in this report have been obtained or derived from sources believed by Ladenburg Thalmann & Co. Inc.
to be reliable. The opinions, estimates and projections contained in this report are those of Ladenburg Thalmann as of the date of this report
and are subject to change without notice.

Ladenburg Thalmann & Co. Inc. accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion
of liability does not apply to the extent that such liability arises under specific statutes or regulations applicable to Ladenburg Thalmann & Co.
Inc. This report is not to be relied upon in substitution for the exercise of independent judgment. Ladenburg Thalmann & Co. Inc. may have
issued, and may in the future issue, other reports that are inconsistent with, and reach different conclusions from, the information presented in
this report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared them and Ladenburg
Thalmann & Co. Inc. is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. Investors
should consider this report as only a single factor in making their investment decisions.

Some companies that Ladenburg Thalmann & Co. Inc. follows are emerging growth companies whose securities typically involve a higher
degree of risk and more volatility than the securities of more established companies. The securities discussed in Ladenburg Thalmann & Co.
Inc. research reports may not be suitable for some investors. Investors must make their own determination as to the appropriateness of an
investment in any securities referred to herein, based on their specific investment objectives, financial status and risk tolerance.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or
implied, is made regarding future performance. The price, value of and income from any of the securities mentioned in this report can fall as
well as rise. The value of securities is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income
of such securities. Investors in securities such as ADRs, the values of which are influenced by currency volatility, effectively assume this risk.
Securities recommended, offered or sold by Ladenburg Thalmann & Co. Inc. (1) are not insured by the Federal Deposit Insurance Company;
(2) are not deposits or other obligations of any insured depository institution; and (3) are subject to investment risks, including the possible loss
of some or all of principal invested. Indeed, in the case of some investments, the potential losses may exceed the amount of initial investment
and, in such circumstances; you may be required to pay more money to support these losses.

The information and material presented in this report are provided to you for information purposes only and are not to be used or considered
as an offer or the solicitation of an offer to sell or to buy any securities mentioned herein. This publication is confidential for the information of
the addressee only and may not be reproduced in whole or in part, copies circulated, or disclosed to another party, without the prior written
consent of Ladenburg Thalmann & Co. Inc.

Comparisons to peers/industry averages and indices are provided for informational purposes only. Comparisons to this information have
limitations and material characteristics that may differ from the subject company(ies). Because of these differences, these references should
not be relied upon as an accurate measure of comparison. Investors cannot invest directly in an index.

Investing in low priced securities is speculative and carries a high degree of risk. You should independently investigate and understand all
risks before making any investment. The markets for small cap stocks are highly speculative and this level of risk may not be appropriate for
all investors. Some of the companies listed may be subject to the “Penny Stock Rule”. Under this rule, the SEC has defined a “penny stock”
to be an equity security which has a market price of less than $5.00 a share, subject to certain exemptions. Such exemptions include equity
listed on NASDAQ and an equity security issued by an issuers which has (i) net tangible assets of at least $2,000,000, if such issuers has
been in continuous operational for (3) years; (ii) net tangible assets of $5,000,000, if such issuer has been in continuous operation for less
than (3) years; or (iii) average revenue of at least $6,000,000 for the preceding three (3) years. Unless such exemption is available, regulations
require delivery of a risk disclosure document explaining the penny stock market and the risks associated therewith prior to any transaction
involving a penny stock. For stock not quoted on NASDAQ or at any time that the company has less than $2,000,000 in net tangible assets, the
trading in common stock is covered under Rule 15g-9 under the Securities Exchange Act of 1934 for non-NASDAQ and non-exchange listed
securities. Under such rule, broker-dealers who recommend covered securities to persons other than established customers and accredited
investors must make a written suitability determination for the purchaser and receive the purchaser’s written agreement to a transaction prior
to sale. Some securities may not be cleared for sale in all states or other jurisdictions and LTCO assumes no responsibility to apprise you of
individual states and jurisdictions’ regulatory restrictions. Stocks in the microcap segment of market have risks that are not as common in other
segments of market. These risks include, but are not limited to, liquidity risk, which can lead to higher volatility and low trade volume, company
specific risks that contribute to lower valuation, higher probability of financial default and distress.

Links to third party web sites are provided for convenience only. Ladenburg Thalmann & Co. Inc. does not support the content of third party
links, nor does it endorse such content. Ladenburg Thalmann & Co. Inc. is not responsible for content of third party web sites.

Member: NYSE, NYSE MKT, FINRA, all other principal exchanges and SIPC
Additional Information Available Upon Request

©2015 - Ladenburg Thalmann & Co. Inc. All Rights Reserved.
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EQUITY RESEARCH  
 

ENERGY, POWER & INFRASTRUCTURE 
 

Power & Electric Utilities 
Brian J. Russo, CFA  (646) 432-6312            brusso@ladenburg.com 
     Vinod Srinivasaraghavan (212) 409-2085            vsrin@ladenburg.com 

Energy Exploration & Production, Master Limited Partnerships, Upstream 
Noel A. Parks    (212) 409-2023            nparks@ladenburg.com 
Michael Schmitz, CFA   (212) 409-2028            mschmitz@ladenburg.com 

Master Limited Partnerships, Midstream & Closed-End Energy MLP & REIT Funds 
Eduardo Seda    (212) 409-2034            eseda@ladenburg.com 
     Hilary Cauley    (212) 409-2072            hcauley@ladenburg.com 

Master Limited Partnerships, Downstream & Others 
Richard A. Verdi    (212) 409-2060            rverdi@ladenburg.com 

Water & Sustainable Infrastructure 
Richard A. Verdi    (212) 409-2060            rverdi@ladenburg.com 
 

HEALTHCARE 
 

Biotechnology 
Matthew L. Kaplan                                  (212) 891-5247 mkaplan@ladenburg.com 
  Wangzhi Li, PhD (212) 409-2051      wli@ladenburg.com 

Biotechnology (BioPharmaceuticals) 
Robert (Bert) C. Hazlett, III  (212) 409-2062               rhazlett@ladenburg.com 

Biotechnology (Personalized Medicine)  
Kevin DeGeeter (212) 409-2027            kdegeeter@ladenburg.com 
     James Colby (212) 409-2058            jcolby@ladenburg.com 

Healthcare Equipment & Medical Technologies 
Jeffrey S. Cohen (305) 572-4110            jcohen@ladenburg.com 
 

FINANCIAL INSTITUTIONS 
 

Financial Services – Business Development Cos. & Specialty Finance 
Mickey M. Schleien, CFA (305) 572-4131            mschleien@ladenburg.com 

Financial Services – Equity REITs 
Daniel P. Donlan (212) 409-2056            ddonlan@ladenburg.com 
     John J. Massocca (212) 409-2543            jmassocca@ladenburg.com 

Financial Services – Mortgage REITs 
David Walrod, CFA (212) 409-2031            dwalrod@ladenburg.com 
 

TECHNOLOGY 
 

Internet & Software Services 
Jon R. Hickman (510) 918-4045            jhickman@ladenburg.com 

Hardware  
Daniel L. Amir (415) 726-5900            damir@ladenburg.com           

Software and Services 
Glenn G. Mattson (212) 409-2073               gmattson@ladenburg.com 
 

TECHNICAL ANALYSIS 
 

Adolfo R. Rueda, CMT (212) 409-2039            arueda@ladenburg.com 
 

ADDITIONAL CONTACTS 
Kenneth Brush, Head of Trading  (212) 409-2011            kbrush@ladenburg.com 

Eric Novotny    (212) 409-2011            enovotny@ladenburg.com 

570 Lexington Avenue    11th Floor    New York, NY 10022        (212) 409-2000 
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