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Closing Price 03/28/2016 $1.86
Rating: Buy
12-Month Target Price: $5.00
52-Week Range: $1.39 - $14.88
Market Cap (M): 15
Shares O/S (M): 8.3
Float: 78.1%
Avg. Daily Volume (000): 22
Dividend: $0.00
Dividend Yield: 0.00%
Risk Profile: High
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Revenue ('000)
 2015A 2016E 2017E
1Q 1,171 2,124 3,589
2Q 1,247 2,231 3,777
3Q 1,264 2,367 4,007
4Q 2,419 3,097 5,249
CY 6,100 9,820 16,622
Prior 5,343 8,870 15,275
 

EPS
 
 2015A 2016E 2017E
1Q (0.23) (0.14) (0.10)
2Q (0.28) (0.13) (0.06)
3Q (0.38) (0.12) (0.03)
4Q (0.35) (0.11) 0.02
CY (1.28) (0.50) (0.15)
Prior (0.92) (0.43) (0.07)
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COPSYNC, INC. Buy
Demand for CopSync's Products Begins to Ramp, Fueled
by Changes to Sales Team, in Our View
Summary

• COYN posted $2.4 million of revenue in 4Q15, easily topping our $1.6 million
estimate.

• The better-than-expected subscriptions are critical given their recurring
nature and reflect the benefits of a complete overhaul of its sales team.

• COYN continues to penetrate Texas, but is also laying the foundation for
accelerated rates of growth, as COPsync911 software is now installed in 10
states.

• COYN expects to add first installations in another 5-6 states in 1H16.

• We reiterate our Buy rating and $5 price target.

Details
COYN's first quarter results demonstrate a much stronger sales execution,
in our opinion. COYN posted 4Q15 revenue of $2.4 million, which implies 57%
year-over-year and 91% sequential revenue growth. Furthermore, the company's
results topped our $1.6 million estimate. Management made significant changes to
its salesforce at the beginning of 2015, and we believe the 4Q15 results are an
early indicator of the direct impact of these changes. Revenue from software and
subscriptions was almost $1.2 million, compared to our $900,000 estimate. This
upside is particularly important given it is recurring and should continue to build each
quarter. Revenue from hardware was almost $1.3 million, up 57% year over year.
While hardware revenue can be lumpy, it is mostly pass-through revenue, which
suggests to us that many police stations are going through technology upgrades that
require COPsync to install its software. We note 46% of revenue came from Network,
10% from Vidtac, 8% from 911, and 36% from third-party hardware.

Although Texas will continue to drive near-term growth, the company is laying
the foundation for growth in other states. Texas represents 97% of revenue, as
COYN is installed in 79% of the counties. However, given early adopters have been
small, 23% of Texas law enforcement officers are on the COPsync network. While it
will continue to aggressively pursue larger Texas cities, including Dallas, Fort Worth,
Houston, San Antonio, and Austin, and the smaller cities as well, the company is
now positioned to expand in several other states. COPsync911 is now installed in 10
states, up from five states last quarter. We believe the core states outside of Texas
that will drive growth in 2016 include Louisiana, Mississippi, New Hampshire, and
Massachusetts. However, New York, New Jersey, Maine, Rhode Island, and Virginia
also have COYN's software installed and have begun the educational process. Police
have never had real-time information sharing; therefore, education takes time. We
believe management has placed significant emphasis on NJ as that could lead to
much wider adoption in the tri-state area.

We increase our revenue estimates to reflect the stronger recurring
subscription results in 4Q15. While hardware demand can be lumpy, software
is recurring, and incremental sales drive sequential revenue growth. Therefore, we
raise our revenue estimates up to $9.8 million (from $8.9 million) in 2016 and up to
$16.6 million (from $15.3 million) in 2017.

Reiterate Buy rating and $5 target. Due to COYN's innovative technology for public
safety, we argue that its EV/sales multiples of 0.6x and 0.3x our 2016 and 2017
projections, respectively, are quite cheap. Tyler Technologies (TYL - Buy - $123.49)
recently acquired leading public safety software company NWS for 5x its projected
2016 revenue. NWS also had industry-leading margins and therefore commanded
a premium, but COYN's current valuation suggests limited downside based on our
estimates.

SEE PAGES 3 - 5 FOR IMPORTANT DISCLOSURES AND DISCLAIMERS



 

 

 

Table 1. COPsync, Inc. Income Statement
FY2014 MarA JunA SeptA Dec 2015E Mar Jun Sept Dec 2016E Mar Jun Sept Dec 2017E

Hardware, installation and other revenue 3,248,091 502,657 499,278 532,969 1,269,000 2,803,904 854,517 848,773 906,047 1,142,100 3,751,437 1,367,227 1,358,036 1,449,676 1,827,360 6,002,299

Software license/subscription revenue 2,662,237 668,229 747,313 730,577 1,150,000 3,296,119 1,269,635 1,382,529 1,461,154 1,955,000 6,068,318 2,221,861 2,419,426 2,557,020 3,421,250 10,619,557

Total Revenue 5,910,328 1,170,886 1,246,591 1,263,546 2,419,000 6,100,023 2,124,152 2,231,302 2,367,201 3,097,100 9,819,755 3,589,088 3,777,462 4,006,695 5,248,610 16,621,856

Cost of Products - Hardware 2,571,359 453,342 366,703 422,940 1,104,030 2,347,015 692,159 674,774 706,717 873,707 2,947,356 1,093,782 1,066,058 1,123,499 1,397,930 4,681,269

Cost of Products - Software 1,073,136 303,692 321,494 302,300 540,500 1,467,986 457,069 483,885 496,792 645,150 2,082,896 733,214 774,216 818,246 1,094,800 3,420,477

Gross Profit 2,265,833 413,852 558,394 538,306 774,470 2,285,022 974,925 1,072,642 1,163,692 1,578,244 4,789,502 1,762,093 1,937,187 2,064,950 2,755,880 8,520,110

Gross Margin 38.3% 35.3% 44.8% 42.6% 32.0% 37.5% 45.9% 48.1% 49.2% 51.0% 48.8% 49.1% 51.3% 51.5% 52.5% 51.3%

Research and development 1,952,786 485,620 459,547 316,116 338,717 1,600,000 807,178 780,956 828,520 929,130 3,345,784 897,272 868,816 841,406 944,750 3,552,244

Sales and marketing 1,408,659 364,367 450,822 563,213 821,598 2,200,000 679,729 714,017 757,504 867,188 3,018,438 897,272 793,267 681,138 682,319 3,053,997

General and administrative 2,960,262 415,204 589,214 577,143 918,439 2,500,000 700,970 691,704 591,800 743,304 2,727,778 825,490 793,267 809,352 902,761 3,330,871

Income from operations (EBIT) (4,055,874) (851,339) (941,189) (918,166) (1,304,284) (4,014,978) (1,212,952) (1,114,033) (1,014,133) (961,379) (4,302,497) (857,942) (518,163) (266,946) 226,050 (1,417,002)

Operating margin NM NM NM NM NM NM NM NM NM NM NM NM NM NM NM NM

Other income (167,593) (68,733) (170,177) (591,298) (1,519,792) (2,350,000) (1,750) (1,750) (1,760) (1,770) (7,030) (1,765) (1,745) (1,725) (1,705) (6,940)

EBT (4,223,467) (920,072) (1,111,366) (1,509,464) (2,824,076) (6,364,978) (1,214,702) (1,115,783) (1,015,893) (963,149) (4,309,527) (859,707) (519,908) (268,671) 224,345 (1,423,942)

Income tax provision -                      -                     -                     -                        -                      -                      -                      -                      -                      -                      -                      -                  -               -                   -               -                     

Effective tax rate NM NM NM NM NM NM NM NM NM NM NM NM NM NM NM NM

Net Income (4,223,467) (920,072) (1,111,366) (1,509,464) (2,824,076) (6,364,978) (1,214,702) (1,115,783) (1,015,893) (963,149) (4,309,527) (859,707) (519,908) (268,671) 224,345 (1,423,942)

Net margin -71.5% -78.6% -89.2% -119.5% -116.7% -104.3% -57.2% -50.0% -42.9% -31.1% -43.9% -24.0% -13.8% -6.7% 4.3% -8.6%

Series B preferred stock dividend (105,000) (15,390)           (26,178)           (8,091)                -                   -                   -                   -                   -                   -                   -                  -              -           -                -            -                  

Early conversion of warrants -                   (10,500)           -                 (18,375)              -                   -                   -                   -                   -                   -                   -                  -              -           -                -            -                  

Net Income (4,328,467) (945,962) (1,137,544) (1,535,930)        (2,824,076)      (6,443,512) (1,214,702)      (1,115,783)      (1,015,893)      (963,149)         (4,309,527) (859,707)     (519,908)  (268,671)      224,345   (1,423,942)

Net margin -73.2% -80.8% -91.3% -121.6% -116.7% -105.6% -57.2% -50.0% -42.9% -31.1% -43.9% -24.0% -13.8% -6.7% 4.3% -8.6%

EPS (0.96) (0.23) (0.28) (0.38) (0.35) (1.28) (0.14) (0.13) (0.12) (0.11) (0.50) (0.10) (0.06) (0.03) 0.02 (0.15)

Dil Shares 4,488,475 4,039,056 4,055,284 4,061,464 8,000,000 5,038,951 8,641,000 8,641,000 8,641,000 8,641,000 8,641,000 8,641,000 8,641,000 8,641,000 13,241,000 9,791,000

Hardware revenue growth Y-o-Y 10.3% -44.5% -46.6% -11.3% 57.2% -13.7% 70.0% 70.0% 70.0% -10.0% 33.8% 60.0% 60.0% 60.0% 60.0% 60.0%

Software revneue growth Y-o-Y 49.5% 14.6% 15.9% 4.2% 56.8% 23.8% 90.0% 85.0% 100.0% 70.0% 84.1% 75.0% 75.0% 75.0% 75.0% 75.0%

Products gross margin 20.8% 9.8% 26.6% 20.6% 13.0% 16.3% 19.0% 20.5% 22.0% 23.5% 21.4% 20.0% 21.5% 22.5% 23.5% 22.0%

Software gross margin 59.7% 54.6% 57.0% 58.6% 53.0% 55.5% 64.0% 65.0% 66.0% 67.0% 65.7% 67.0% 68.0% 68.0% 68.0% 67.8%

R&D to revenue 33.0% 41.5% 36.9% 25.0% 14.0% 26.2% 38.0% 35.0% 35.0% 30.0% 34.1% 25.0% 23.0% 21.0% 18.0% 21.4%

S&M to revenue 23.8% 31.1% 36.2% 44.6% 34.0% 36.1% 32.0% 32.0% 32.0% 28.0% 30.7% 25.0% 21.0% 17.0% 13.0% 18.4%

G&A to revenue 50.1% 35.5% 47.3% 45.7% 38.0% 41.0% 33.0% 31.0% 25.0% 24.0% 27.8% 23.0% 21.0% 20.2% 17.2% 20.0%

EBITDAS (3,572,010) (837,712) (927,909) (905,154) (1,291,284) (3,962,059) (1,199,952) (1,101,033) (1,001,133) (948,379) (4,250,497) (844,942) (505,163) (253,946) 239,050 (1,365,002)

Sources: Maxim Group estimates and company reports
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Related Companies Mentioned in this Report
Company Ticker Rating 12 Month Price Target Price

03/28/16
Tyler Technologies, Inc. TYL Buy $201.00 $123.49
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  Maxim Group LLC Ratings Distribution As of: 03/28/16   

% of Coverage
Universe with Rating

% of Rating for which Firm
Provided Banking Services

in the Last 12 months

  Buy
Fundamental metrics and/or identifiable catalysts exist such that we
expect the stock to outperform its relevant index over the next 12 months.

87% 33%

  Hold
Fundamental metrics are currently at, or approaching, industry averages.
Therefore, we expect this stock to neither significantly outperform nor
underperform its relevant index over the next 12 months.

12% 27%

  Sell
Fundamental metrics and/or identifiable catalysts exist such that we
expect the stock to underperform its relevant index over the next 12
months.

*See valuation section for company specific relevant indices

1% 0%

I, Brian Kinstlinger, CFA, 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.

The research analyst(s) primarily responsible for the preparation of this research report have received compensation based upon various factors,
including the firm’s total revenues, a portion of which is generated by investment banking activities.

Maxim Group makes a market in COPSYNC, INC. and Tyler Technologies, Inc.

Maxim Group managed/co-managed/acted as placement agent for an offering of the securities for COPSYNC, INC. in the past 12 months.

Maxim Group has received the non-objecting beneficial owners (NOBO) list from COPSYNC, INC. which may have some value for the
Firm's Wealth Management division.

Maxim Group received compensation for investment banking services from COPSYNC, INC. in the past 12 months.

Maxim Group expects to receive or intends to seek compensation for investment banking services from COPSYNC, INC. in the next 3
months.

An affiliate of Maxim Group beneficially owns warrants/shares in COPSYNC, INC. .

COYN: We use the Russell 2000 (RUT) as the relevant index for COPsync Inc.
TYL: We use the Russell 2000 (RUT) as the relevant index for Tyler Technologies, Inc.

Valuation Methods
COYN: Our price target is based on a multiple of our forward revenue estimates.
TYL: Our price target is based on a forward, price-to-adjusted-earnings multiple.

Price Target and Investment Risks
COYN: Aside from general market and other economic risks, risks particular to our price target and rating for COPsync Inc. include: 1) local budget
constraints; and 2) the inability to market.
TYL: Aside from general market and other economic risks, risks particular to our price target and rating for Tyler Technologies, Inc. include: (1)
MSFT Dynamics adoption; (2) government IT spending; (3) tax collections; and (4) changes in R&D spending.

RISK RATINGS

Risk ratings take into account both fundamental criteria and price volatility.

Speculative – Fundamental Criteria: This is a risk rating assigned to early-stage companies with minimal to no revenues, lack of earnings, balance
sheet concerns, and/or a short operating history. Accordingly, fundamental risk is expected to be significantly above the industry. Price Volatility:
Because of the inherent fundamental criteria of the companies falling within this risk category, the price volatility is expected to be significant with the
possibility that the investment could eventually be worthless. Speculative stocks may not be suitable for a significant class of individual investors.

High – Fundamental Criteria: This is a risk rating assigned to companies having below-average revenue and earnings visibility, negative cash
flow, and low market cap or public float. Accordingly, fundamental risk is expected to be above the industry. Price Volatility: The price volatility of
companies falling within this category is expected to be above the industry. High-risk stocks may not be suitable for a significant class of individual
investors.
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Medium – Fundamental Criteria: This is a risk rating assigned to companies that may have average revenue and earnings visibility, positive cash
flow, and is fairly liquid. Accordingly, both price volatility and fundamental risk are expected to approximate the industry average.

Low – Fundamental Criteria: This is a risk rating assigned to companies that may have above-average revenue and earnings visibility, positive
cash flow, and is fairly liquid. Accordingly, both price volatility and fundamental risk are expected to be below the industry.

DISCLAIMERS

Some companies that Maxim Group LLC 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 Maxim Group LLC 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.

This communication is neither an offer to sell nor a solicitation of an offer 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 Maxim Group, LLC (“Maxim”).

Information and opinions presented in this report have been obtained or derived from sources believed by Maxim to be reliable, but Maxim makes
no representation as to their accuracy or completeness. The aforementioned sentence does not apply to the disclosures required by NASD Rule
2711. Maxim 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 Maxim. This report is not to be relied upon in
substitution for the exercise of independent judgment. Maxim 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 Maxim is under no obligation to ensure that such other reports are brought to the attention of
any recipient of this report.

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. Information, opinions and estimates contained in this report reflect a judgment at its original date of publication
by Maxim and are subject to change without notice. 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 Maxim: (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 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.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
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Capital Markets/Syndicate: 212-895-3695 

Corporate Finance: 212-895-3811

Equity/Options Trading: 212-895-3790 

Equity Research: 212-895-3736 

Event Driven/Risk Arb Group: 212-895-3878 

Fixed Income Trading: 212-895-3875 

 

 

Global Equity Trading: 212-895-3623 

Institutional Sales: 212-895-3755 

Institutional Sales Trading: 212-895-3873 

Prime Brokerage: 212-895-3723 

Wealth Management: 212-895-3624 

20 Crossways Park Drive North 

Suite 304 

Woodbury, NY 11797 

Tel: 516-393-8300 

Lafayette, California 
3732 Mt. Diablo Blvd 
Suite 158 
Lafayette, CA 94549 
Tel: 415-762-0114

246 Maple Avenue  

Red Bank, NJ 07701 

Tel: 732-784-1900 

7900 Glades Road 

Suite 505
Boca Raton, FL 33434 

Tel: 561-465-2605 

Corporate Headquarters 
The Chrysler Building 

405 Lexington Ave., 2nd FL 

New York, NY 10174 

Tel: 212-895-3500 

Tel: 212-895-3500

Woodbury, Long Island        Red Bank, New Jersey

San Francisco, Bay Area Boca Raton, Florida


