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We think COPsync has first-mover advantage in building out a connected, more timely 
and detailed data network for law enforcement.  The COPsync Network™ improves 
officer safety through advanced notification and real-time information sharing across 
jurisdictions; this solves the challenge of agencies working in separate “silos”.  The solution 
can improve officer efficiency by replacing manual operations when in the field.  
COPsync911™ gives schools and other high-target community buildings the ability to 
communicate more quickly with both the closest law enforcement officers in their patrol cars 
and a 911 dispatch center.   

COPsync identified a significant market opportunity with an attractive recurring 
revenue profile.  The U.S. has more than one million law enforcement officers and close to 
100,000 schools.  We estimate a total addressable market (TAM) of annual recurring revenue 
at more than $1 billion.  As most business is sold under one or four year contracts, the 
company generates subscription-as-a-service revenue (SaaS).  Renewal rates historically 
were more than 95%.  As a result, the company is positioned to build a largely recurring 
revenue business model.  The stock market accords high valuations to SaaS equities, with 
the stocks of leading firms in the industry trading at more than 70x forward-year earnings. 

We think COPsync will reach a “tipping point” and the network effect will accelerate 
the company’s value proposition and growth outlook.  We think the value of COPsync’s 
offering increases as more customers in surrounding areas sign up.  We expect Texas to be 
the first state to “tip” as the company has 21% of the state agencies and almost all areas on 
major thruways and borders.  The company is engaged with some of the larger cities and 
agencies in Texas and we anticipate a significant win by the end of 2016.  We think the 
company can “tip” outside of Texas as: management expands the 911 offering and builds 
support within states; government-related funding helps accelerate expansion; and the 
company wins over political influencers who support the expansion. 

Given the early nature of the company’s life cycle, we estimate losses in the next few 
years, but think COYN will reach free cash flow break even by 2018.  We model the next 
few years as an investment period as the company builds out a nationwide network.  In 
addition to normal business wins, the company has six larger opportunities in the pipeline that 
represent more than $6 million of new orders.  As adoption picks up, we forecast sales will 
accelerate to $10 million in 2017 and $16 million in 2018, from $6 million 2016.  We model 
net losses per share of $1.36 in 2016, $1.32 in 2017 and $1.14 in 2018, due to the slower 
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FCF Yield (2018E) N/A 
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Price to Book Value NM 
Return on Equity (2018E) NM 
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Interest Coverage Ratio 0.47 

Short Interest % 0.5% 
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 2015 2016E 2017E 2018E
Mar. ($0.23)    ($0.26)A ($0.35) ($0.31)
June (0.27) (0.35)A (0.33) (0.30)
Sep. (0.22) (0.36) (0.33) (0.29)
Dec. (0.38) (0.40) (0.31) (0.25)
   

EPS ($1.10) ($1.36) ($1.32) ($1.14)
   
P/E             NM NM NM
Note: NR = Not Rated.  Risk Ratings:  H = Highly risky; M = Moderately risky.  2015 loss per share excludes one-time charges of $0.33. Sum 
of quarterly data may not equal full-year total due to rounding and/or changes in share count.  Share count reflects 50:1 reverse stock split in 
4Q:15.  NC = Not covered by Sidoti & company, LLC.   

Year 2009 2010 2011 2012 2013 2014 2015 2016E 2017E 2018E
Rev.(Mil.

)
$0.3 $2.4 $1.3 $1.7 $4.7 $5.9 $6.1 $5.9 $10.4 $15.9 

GAAP EPS ($0.03) ($0.02) ($0.02) ($0.03) ($0.02 ($1.18) ($1.43) ($1.34) ($1.30) ($1.13) 
Description:  COPsync, Inc. (www.copsync.com) provides law enforcement entities with a network of criminal-related data that enable first 
responders to react faster and safer.  COPsync911 provides threat-alert services to schools and other high-priority buildings, enhancing 
response times to emergencies.  The company also sells in car video cameras and other services.  Headquarters are in Addison, TX. 
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recognition of subscription revenue and a likely rise in operating expenses.   

Key risks to the story are COYN’s ability to access capital and the possibility of share dilution.  The company ended 
2Q:16 with $625,690 in debt and $2.2 million in cash.  We model capital outlays plus capitalized software spending of about 
$905,000, $842,000, and $1.2 million in 2016-2018, respectively, resulting in negative free cash flow (FCF) of $5.8 million ($0.65 
per share) in 2016 and $2.7 million ($0.29) in 2017 and then positive FCF of $31,740 (about breakeven) in 2018.  We estimate 
the company will raise $1.2 million in debt in 2017 and $2.2 million in 2018 at a 20% annualized interest rate, and add about 
700,000 shares of common stock through 2018.  By year-end 2018, we model net cash of $142,024 ($0.01 per share).  We note 
that the company may have to raise $4-$5 million in equity in order to remain compliant with NASDAQ listing requirements, a 
move that would dilute the existing shareholder base; moreover, ready access to the capital markets cannot be assured.   

We initiate coverage of COPsync, Inc. with a $4 price target.  We think given its first mover advantage, COPsync has the 
opportunity to become a nationwide provider of network services, but the risks associated with achieving that goal are 
considerable.  For valuation purposes, we assume the company can capture in 10 years 20% of a $1 billion-plus annualized 
market opportunity and operate at an 18% operating margin, comparable with leading SaaS companies, suggesting EPS of 
$1.23.  We discount back these earnings at a 25% rate annually and apply a 30x multiple to the present value of $0.13 per share 
to derive a $4 target.  However, if the company attained only a 15% market share, our price target would be $2.  The 30x 
multiple reflects the high valuations currently accorded SaaS stocks.  We think there could be upside to COYN’s earnings 
potential if the company successfully penetrates the in-patrol car video camera and on-body camera markets. 

Company Overview  
 
COPsync was founded on the idea that providing more 
timely information to first responders could help save 
lives and improve police effectiveness.  COYN’s 
predecessor company was started in 2004 by two police 
officers in Texas after a fellow officer was killed in a 
routine traffic stop by someone known as a threat to law 
enforcement; that information was not available to the 
officer at the time.  COPsync was created to solve the 
problem of different jurisdictions operating independently 
and not communicating.  The company’s products get 
critical information to first responders faster. 
 
The company acquired the predecessor business, 
Postlink Technology, in April 2008 and began generating 
revenue in 4Q:08.  The company uplisted to the NASDAQ 
in November 2015, after a 50-to-1 reverse split and equity 
raise of $10.6 million that included stock and warrants 
priced at $3.50 per unit.  Ronald Woessner joined in 2010 
as CEO; he previously was senior vice president and 
general counsel for Zix Corporation (NASDAQ: ZIXI, NC), 
a subscription-based, encrypted e-mail services provider, 
as well as vice president and general counsel at Amtech 
Corporation (NASDAQ: AMTC, NC), a manufacturer of 
RFID products and services, including the electronic 
transportation toll collection system “E-Z Pass”.  CFO 
Barry Wilson also joined in 2010 and worked with Mr. 
Woessner at Zix and Amtech in senior financial roles.   
 
The company’s main offerings are the COPsync Network 
for law enforcement and COPsync911, a system to alert 
first responders when a threat occurs at a vulnerable 
location, such as a school or hospital.  The company also 
developed an in-car video camera and is pursuing 
opportunities to sell related products from third parties, 
such as life alert products and police body-worn cameras. 
 
COPsync Network 
 
The COPsync Network provides law enforcement 
agencies across the U.S. with an encrypted secure real-
time officer-only communications platform.  The COPsync 

Network offers advanced notification, which can improve 
officer safety.  Users get instant access to the COPsync 
database, as well as local, state and federal law 
enforcement databases, including any photos and mug 
shots.  The COPsync database gathers information at the 
point of incident and immediately shares critical data with 
all officers on the COPsync Network.  Data include non-
adjudicated information (i.e., not just legal data, but 
commentary from officers); this can be helpful in 
identifying and assessing the risk in encounters. 
 
An officer or agency can use instant or text messaging to 
instantaneously and securely broadcast an alert to other 
officers in the COPsync Network.  This can relate to 
crimes in progress, police pursuits, terror alerts, officers 
needing assistance, or an ad hoc query to fellow officers 
about a suspicious person.  Alerts are automatically 
received by the closest five law enforcement officers in 
their patrol cars.  The messages can be attached to 
incident reports and used as a basis for probable cause 
to initiate a traffic stop or other field contact. 
 
The COPsync Network, with a swipe of a driver’s license, 
can instantly notify an officer of outstanding warrants; be 
on look outs (BOLOs); past offenses recorded in county, 
state and federal databases; and previous interactions 
with other officers on the COPsync Network.  The 
interface allows preparation of a citation that can be 
printed in the patrol car; the citation information flows 
instantly to the applicable court system. 
 
COPsync Network increases officer productivity.  The 
technology eliminates manual processes and enables 
officers to electronically write tickets, accident reports, 
DUI forms, arrest forms and incident and offense reports.   
 
Collection of data on vehicle crashes can be done faster 
with a system for reports and diagrams that can be 
transmitted to reporting bureaus and are then accessible 
immediately to other officers and agencies.  Officers can 
display past law enforcement actions associated with any 
street address.  For DUI incidents, officers can quickly 
capture information about the driver, vehicles and 
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witnesses and automatically insert it in required forms for 
towing, jail and courts.   
 
COPsync911 
 
COYN’s threat-alert offering was introduced in 2Q:13.  
The original target was schools, but this expanded to any 
facility where local officers are willing to receive alerts.  
Examples are hospitals, daycare facilities, government 
office buildings, energy infrastructure locations and other 
facilities with high concern about security.  COPsync911 
is a real-time threat alert system installed on the personal 
computers and smart devices of subscribers in a building.  
Access is achieved through an icon on users’ desktops; 
once activated, the system broadcasts an alert that is 
received by the patrol cars of the five closest law 
enforcement officers on the COPsync system and the 
911 dispatch center at the same time.  The system also 
automatically sends a notification to all other building 
subscribers. 
 
Benefits include live, silent communication with 911 
dispatch centers and officers.  Activation creates a crisis 
communication portal that all parties can communicate 
on, typically resulting in much faster response times.  Law 
enforcement officers get immediate access to a local map 
displaying the location of the threatened building, the 
location of the device that activated the alert and a 
diagram of the threatened building.   
 
VidTac™—Patrol In-Car Video System 
 
This segment is led by Dr. Andrew Cilia, who held 
previous roles at WatchGuard Technologies and has 
more than 30 years of industry experience, as well as 17 
patents to his name.  VidTac cameras have competitive 
advantages such as higher resolution, which is critical for 
evidence purposes, intelligence on when to take pictures, 
constant recording when a police car is running, 
redundant storage, and intelligent video categorization. 
 
Historically, law enforcement in-car video systems were 
controlled by a hardware digital video recorder (DVR).  
With VidTac, the DVR is software installed on a 
computer, rather than an independent box.  Since it is not 
a hardware-centric solution, VidTac is attractively priced 
compared with other high-end video.  In addition, one can 
export data in any wireless protocol available on the 
laptop with no extra cost or equipment.    
 
Functions include live updates, location-based safety, 
streaming video and real-time live support.  VidTac saves 
agencies money by eliminating the need for a proprietary 
processor and replacing the DVR computer every three to 
four years.  Replacement costs also are lower (we 
estimate 60% replacement cost savings).    
 
In 2015, VidTac accounted for 9% of revenue.  We 
anticipate future plans to integrate VidTac with COPsync 
and sell to integrated COPsync customers and/or 
enterprise customers.  The company is focused on selling 
VidTac to the existing COPsync Network client base 
since this approach maximizes the use of the workforce.   
 

WARRANTsync 
 
The WARRANTsync system is designed to be a Texas 
statewide misdemeanor warrant clearing database.  The 
system enables law enforcement officers in the field to 
receive notice of outstanding warrants in real-time at the 
point of a traffic stop.  This enables the offender to pay 
the outstanding warrant fees and costs using a credit 
card.  We view the WARRANTsync system as an 
enhancement feature to the COPsync Network service. 
 
Technology 
 
COPsync designed the COPsync Network to be vendor 
neutral, so it can be used with products and services 
offered by other law enforcement technology vendors.  
The network architecture is designed to scale nationwide, 
consistent with management’s long-term goals.  In-
vehicle computer application is software based.  The 
software operates on a vendor-hosted base, using the 
Microsoft (NASDAQ: MSFT, NC) Azure cloud platform.  
The system has 24/7 support and averages 99.99% 
uptime.  All of the data is encrypted and the Azure cloud 
provides ample capacity to scale nationwide. 
 
SaaS And Recurring Revenue 
 
Most of COYN’s offerings are priced on an annual 
subscription basis; the company gets paid at the 
beginning of the contract, with contracts ranging from one 
to four years.  The COPsync Network is priced at about 
$720 per officer per year, while COPsync911 has an 
initial $600 set up fee then costs $3,000 in the first year 
and $1,200 for each renewal year.  Using a SaaS model 
allows customers to get new additions, improvements, 
maintenance, and compliance changes seamlessly 
without having to purchase new offerings.  The system 
ensures 100% availability and scalability by managing all 
monitoring, infrastructure, data center, networking, and 
cloud opportunities.  Renewal rates run in excess of 95%, 
and the company has a dedicated renewal team.  We 
think the current environment of high profile violent acts 
makes it likely that these products will remain a priority 
and renewals will continue at high rates. 
 
Expansion Plans 
 
The company has a well thought out expansion plan, in 
our view.  COYN typically enters new markets with the 
911 offering given strong customer and community 
demand to keep schools safe.  Once a school is secured 
as a client, patrol officers and dispatchers get the 
COPsync product for free, which, along with use of key 
contacts in communities, can act as referrals and 
references for upselling the COPsync Network. 
 
Texas.  We think the first objective of COPsync is to 
expand in Texas until reaching a “tipping point”, with 
clients that creates a network effect that spurs additional 
sales.  In Texas, customers include about 21% (546 of 
2,642) of the law enforcement agencies, 132 of 154 of the 
Sherriff’s offices and 12 of the 14 border county sheriff’s 
offices.   
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We think the company has a strong pipeline of new deals.  
Management has a goal of closing at least one top-tier 
agency in 2017 and is pursuing sales opportunities in San 
Antonio, Houston and Dallas.  We think the signing of one 
large agency can spur more to follow.  San Antonio 
announced a pilot program with COPsync in 2016.  The 
Bexar County (includes San Antonio) Sherriff’s office 
started evaluating the product in August 2016, while the 
Houston and Harris County Department of Education and 
Police Department are in a pilot program. 
 
Expansion outside of Texas to build a nationwide 
network.  The second key expansion plan is to ultimately 
build out a nationwide network.  The company is in 15 
states, including Texas, and identified 12 potential states, 
including opportunities in Arizona, California, Florida, 
Illinois, Washington, Minnesota and Ohio, among others.  
The company is pursuing direct sales outside of Texas 
and continues to pursue agencies along major U.S. 
interstates known for drug trafficking.   
 
Increase In Sales Force  
 
COO and Head of Sales Alyssa Kirk joined in May 2015; 
she is a former marine officer, with experience at the U.S. 
Department of Defense and Northrop Grumman (NYSE: 
NOC, NC).  The company increased the salesforce to 12 
direct persons, up from four exiting 2015.  We think the 
direct salesforce will help expand business outside of 
Texas.  In addition, an inside sales staff of three to four 
people contribute to the process.  We also think the 
company will use distributors to expand its reach.   
 
Significant Market Opportunity 
 
We estimate Texas has more than 100,000 law 
enforcement officers and 10,000 public schools.  With 
recurring revenue of $720 per unit for officers and $1,200 
for schools, we estimate a market potential of $81 million 
in annual revenue from Texas alone.  We think once 
COYN is successful in “owning” Texas, earnings and 
cash flow will be self-funding for the entire company. 
 
The U.S. has about 1.0 million police officers and 99,000 
public schools; we estimate this represents an annual 
recurring revenue opportunity of $1.0 billion.  In addition, 
we think VidTac cameras can be sold to some of 
COPsync’s customers.  According to TASER 
International (NASDAQ: TASR, BUY), there are about 
600,000 patrol cars in the United States.   
 
Regulatory And Government Support 
 
We think opportunities exist to get government grant 
money which can facilitate adoption.  The Department of 
Homeland Security requires that Federal agencies 
interconnect.  Federal money from Stone Garden grants 
is available from Homeland Security for agencies on 
borders and that have ocean fronts.  This is positive for 
the States of Texas, Florida, New Mexico, California and 
Arizona.  The Department of Justice (DOJ) also has 
grants for discretionary purposes for law enforcement.  
On the local level, there are funds available for electronic 
ticketing for efficiency and court security.   

View Bookings As Source Of Future Earnings 
 
Bookings typically are either one or four years.  When 
customers want to finance COYN’s hardware, this is 
typically done over a four-year period, and the company 
can add a four-year software fee.  The timing of bookings 
can vary based on what is sold.  Software is recognized 
slower, over the life of the contract, while hardware is 
recognized when installed.   
 
The company generated $4.5 million of order bookings in 
2015.  Bookings in 1H:16 were $2.5 million, up more than 
150%, year over year, and we forecast $9-$10 million in 
2016.  We note the third quarter is typically a strong one, 
given new budgets.  We estimate the signing of one large 
deal worth $1 million by year-end 2016. 
 
Barriers To Entry And Competition 
 
COPsync holds one patent issued related to the 
information handling system; this comprises a network 
connection for communicating information between a 
person and a vehicle or subject person; there is one 
patent pending and two patents are in application.   
 
The company started investing and spending on R&D in 
2008.  We think first-mover advantage and network effect 
limit competition.  We contend there is no direct 
competition to the COPsync Network; the main 
competition is maintaining the status quo.  COPsync 
operates the largest U.S. law enforcement real-time 
information sharing, communication and data 
interoperability network and created a vendor-neutral 
offering to work with systems of other law enforcement 
technology vendors. 
 
Competitors to the COPsync911 threat alert service 
include calling 911, panic buttons and alarm monitoring 
services.  We think these solutions have fewer features 
and functionality than what COPsync offers. 
 
There are many vendors that provide record, jail, and 
court management, such as Tyler Technologies 
(NASDAQ: TYL, NC) and computer aided dispatch to law 
enforcement.  The in-car video camera market is highly 
competitive.  Competition includes WatchGuard 
Technologies (private), VIEVU (part of the Safariland 
Group; private) and TASER.   
 
Recent Results  
 
Revenue in 2Q:16 of $1.3 million rose 4%, year over 
year, with Software up 13% and Hardware declining 10%.  
We think a better measure of COYN’s earnings power is 
bookings, which were up more than 100%, year over 
year, to $1.4 million.  Hardware is still posting gross 
losses as sales are modest and there are costs to build 
out the market.  The Software segment, posted a 58% 
gross margin, up 90 basis points, year over year.  Higher 
outlays for S&M and G&A associated with a national 
rollout resulted in a net loss per share of $0.35 in 2Q:16, 
compared with $0.27 in the prior-year period.  Interest 
expense declined as a result of conversion of some of the 
debt to equity in 2015. 
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Earnings Outlook  
 
We model revenue of $5.9 million in 2016, down 4% year 
over year, with the majority of estimated bookings of $9 
million coming in 4Q:16.  We model a gross margin of 
11.9%, constrained by losses in Hardware as the 
company is building out long-term contracts.  We forecast 
R&D, S&M and G&A grow 20%, 172% and 88%, 
respectively, year over year.  We model interest expense 
of $88,687 down from $1.2 million in 2015, as debt 
declined to $625,690 at the end of 2Q:16, from a high of 
$2.4 million at the close of 3Q:15.  As a result, we 
forecast a net loss per share of $1.36. 
 
For 2017, we estimate revenue increases 77% to $10.4 
million, assuming the signing of some larger Texas 
contracts and expansion in other states, and forecast 
bookings of $15 million.  By our model, the gross margin 
will expand to 26.2% on wider Hardware and Software 
segment margins.  We model R&D, S&M and G&A 
expense grow 12%, 17% and 15%, respectively year over 
year, and interest expense increases 133% to $206,395 
on higher projected debt to fund growth.  We forecast a 
net loss per share of $1.32. 
 
For 2018, we model revenue of $15.9 million, up 54%, 
year over year, and $20 million of related bookings.  The 
gross margin will improve to 30.9%, by our estimate, with 
the Hardware segment gross margin reaching 16% (from 
3% in 2017); in the long term, we think this segment can 
post a gross margin of more than 40%.  We forecast the 
Software segment gross margin at 62%, up 310 basis 
points, year over year.  We model R&D, S&M and G&A 
expense rise a moderate 7%, 2% and 3%, respectively, 
as the company should have more of the infrastructure 
built out by then.  We model interest expense of 
$617,298, up almost 200% year over year as we model 
total debt expands to $3.8 million.  We model a net loss 
of $1.14 per share for the year. 
 
Balance Sheet And Cash Flow  
 
As the company is in the early phase of a nationwide 
expansion, COYN is spending in anticipation of earnings 
down the road.  We estimate high R&D and sales 
expenses as the company executes on the expansion 
plans; this will result in free cash outflows and the need to 
raise debt, in our view, until COYN reaches self-
sufficiency.  We model the share count increases from 
8.8 million to 9.5 million at the end of 2018 and total debt 
rises from $625,690 at end of 2Q:16 to $3.8 million at 
year end 2018. 
 
The company ended 2Q:16 with $2.2 million in cash and 
$0.6 million in debt.  We estimate capital expenditures 
and capitalized software costs of $0.9 million in 2016, 
$0.8 million in 2017 and $1.2 million in 2018.  Based our 
definition of free cash flow that subtracts cap-ex and 
capitalized software, we model free cash flow outflows of 
$5.9 million ($0.65 per share) in 2016 and $2.7 million 
($0.29) in 2017 and breakeven in 2018.  We model 
COYN will end 2018 with cash of $4.0 million, total debt 
of $3.8 million and net cash of $142,024 ($0.01 per 
share).  We estimate a blended interest rate of 5%.   

In the longer term, we think the recurring nature of 
software revenue can be leveraged over a relatively fixed 
cost and generate attractive free cash flow.  With $20 
million of net operating losses (NOLs) at the end of 2015, 
we think pre-tax earnings will be shielded from taxes for 
the foreseeable future. 
 
Risks  
 
COPsync is not yet profitable and requires external funding 
to build out its business, which could dilute current 
shareholders.  The company is also not compliant with 
NASDAQ listing requirements and could face de-listing if it 
does not raise capital.  Our estimate that the company will 
be free cash flow breakeven in 2018 is dependent on 
booking larger deals already identified. 
 
Long-term success for COYN depends on building out a 
larger network and executing on plans to expand into new 
states.  We think COPsync has designed a scalable 
technology offering. 
 
COPsync depends on government budgets for funding and 
is working on developing sources of federal funding. 
 
Valuation  
 
Given the early nature of the business, we think an 
appropriate way to value COYN is to look at the market 
opportunity in the long term, project COYN’s market share 
and discount back the future earnings.  We peg a $1.1 billion 
annual market opportunity.  We assume that in 10 years the 
company will hold a 20% share, generate an 18% operating 
margin and post EPS of $1.23.  We discount back these 
earnings at a rate of 25% annually, or $0.13 per share.  
Applying a 30x multiple to this present value, we derive a $4 
price target.  To give some perspective to the considerable 
risks here, if COPsync achieved only a 15% market share, 
our price target would be $2 (see Exhibit 1).  We note that 
management’s ability to offset any future share count dilution 
by buying back stock will greatly depend on consistent free 
cash flow generation, something we do not expect to 
happen until after 2018, at the earliest.   
 
Given the primarily recurring nature of subscription revenue, 
we think it is appropriate to compare COYN with SaaS 
companies.  TASER International also sells into to the law 
enforcement vertical and is building out a recurring revenue 
stream from its camera and storage-related businesses and 
is afforded a forward P/E multiple of 39x.  Digital Ally, also a 
maker of police cameras, is not yet profitable, but trades at 
0.9x next-year’s projected revenue, comparable with 0.9x for 
COYN.  Tyler Technologies, which sells into court systems, 
trades at 42x forward earnings.  Leading SaaS companies 
trade at more than 50-60x forward earnings. 
 

 

Market Share 10% 15% 20% 25% 30% 35% 40% 45% 50%

Price Target $1 $2 $4 $5 $7 $8 $10 $12 $13

Source:  Sidoti and Company, LLC Estimates

Exhibit 1. Price Target Based On Projected Market Share In 10 Years
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Table 1. COPsync, Inc. Income Statement
2014 Mar Jun Sep Dec 2015 Mar A Jun A Sep  E Dec E 2016E Mar E Jun E Sep E Dec E 2017 E 2018 E

  Hardware Revenue $3,248,091 $502,657 $499,278 $532,969 $1,285,531 $2,820,435 $437,859 $448,836 $692,860 $899,872 $2,479,426 $985,183 $1,234,299 $1,558,934 $2,204,686 $5,983,102 $10,610,188
    % change Yoy 10.3% -44.5% -46.6% -11.3% 59.2% -13.2% -12.9% -10.1% 30.0% -30.0% -12.1% 125.0% 175.0% 125.0% 145.0% 141.3% 77.3%
  Software Revenue 2,662,237       668,229          747,313          730,577         1,166,858     3,312,977     844,237        841,834        843,816        851,806          3,381,694       1,013,084     1,094,384     1,096,961     1,192,529     4,396,959        5,337,027       

    % change Yoy 49.5% 14.6% 15.9% 4.2% 59.1% 24.4% 26.3% 12.6% 15.5% -27.0% 2.1% 20.0% 30.0% 30.0% 40.0% 30.0% 21.4%

Total Revenue 5,910,328       1,170,886       1,246,591       1,263,546       2,452,389     6,133,412     1,282,096     1,290,670     1,536,676     1,751,678       5,861,120       1,998,267     2,328,683     2,655,896     3,397,215     10,380,061     15,947,216     
  % Change Yoy 25.1% -21.3% -21.1% -3.0% 59.2% 3.8% 9.5% 3.5% 21.6% -28.6% -4.4% 55.9% 80.4% 72.8% 93.9% 77.1% 53.6%
  Hardware cost of revenue 2,571,359       453,342          366,703          422,940          1,174,776       2,417,761       576,471          764,844          1,039,290       1,349,808       3,730,412       1,132,960       1,234,299       1,480,988       1,984,217       5,832,464          8,969,654         
    % Sales 79.2% 90.2% 73.4% 79.4% 91.4% 85.7% NM NM NM NM NM 115.0% 100.0% 95.0% 90.0% 97.5% 84.5%
  Software cost of revenue 1,200,136       303,692          321,494          302,300         500,441        1,427,927     366,669        354,393        354,403        357,759          1,433,224       425,495        459,641        449,754        488,937        1,823,828        2,047,877       
    % Sales 45.1% 45.4% 43.0% 41.4% 42.9% 43.1% 43.4% 42.1% 42.0% 42.0% 42.4% 42.0% 42.0% 41.0% 41.0% 41.5% 38.4%
Total Cost of Sales 3,771,495       757,034          688,197          725,240         1,675,217     3,845,688     943,140        1,119,237     1,393,692     1,707,566       5,163,636       1,558,456     1,693,940     1,930,742     2,473,154     7,656,292        11,017,531     
  % Sales 63.8% 64.7% 55.2% 57.4% 68.3% 62.7% 73.6% 86.7% 90.7% 97.5% 88.1% 78.0% 72.7% 72.7% 72.8% 73.8% 69.1%

  Hardware Gross Profit 676,732          49,315            132,575          110,029         110,755        402,674        (138,612)       (316,008)       (346,430)       (449,936)         (1,250,986)     (147,777)       -                 77,947          220,469        150,638           1,640,535       
    Hardware Gross Margin 20.8% 9.8% 26.6% 20.6% 8.6% 14.3% -31.7% -70.4% -50.0% -50.0% -50.5% -15.0% 0.0% 5.0% 10.0% 2.5% 15.5%

  Software Gross Profit 1,462,101       364,537          425,819          428,277         666,417        1,885,050     477,568        487,441        489,414        494,048          1,948,470       587,589        634,743        647,207        703,592        2,573,131        3,289,150       
    Software Gross Margin 54.9% 54.6% 57.0% 58.6% 57.1% 56.9% 56.6% 57.9% 58.0% 58.0% 57.6% 58.0% 58.0% 59.0% 59.0% 58.5% 61.6%

Total Gross Profit 2,138,833       413,852          558,394          538,306         777,172        2,287,724     338,956        171,433        142,984        44,112            697,485         439,812        634,743        725,154        924,061        2,723,769        4,929,685       
  Total Gross Margin 36.2% 35.3% 44.8% 42.6% 31.7% 37.3% 26.4% 13.3% 9.3% 2.5% 11.9% 22.0% 27.3% 27.3% 27.2% 26.2% 30.9%
R&D 1,825,786       485,620          459,547          316,116         355,461        1,616,744     385,106        517,754        517,754        517,754          1,938,368       527,754        537,754        547,754        557,754        2,171,016        2,331,016       
  % Sales 30.9% 41.5% 36.9% 25.0% 14.5% 26.4% 30.0% 40.1% 33.7% 29.6% 33.1% 26.4% 23.1% 20.6% 16.4% 20.9% 14.6%

S&M 1,408,659       364,367          450,822          563,213         846,810        2,225,212     1,258,403     1,511,004     1,536,676     1,751,678       6,057,761       1,761,678     1,771,678     1,781,678     1,791,678     7,106,712        7,266,712       
  % Sales 23.8% 31.1% 36.2% 44.6% 34.5% 36.3% 98.2% 117.1% 100.0% 100.0% 103.4% 88.2% 76.1% 67.1% 52.7% 68.5% 45.6%

G&A 2,960,262       415,204          589,214          577,143         890,335        2,471,896     914,261        1,190,715     1,229,341     1,313,759       4,648,075       1,323,759     1,333,759     1,343,759     1,353,759     5,355,034        5,515,034       
  % Sales 50.1% 35.5% 47.3% 45.7% 36.3% 40.3% 71.3% 92.3% 80.0% 75.0% 79.3% 66.2% 57.3% 50.6% 39.8% 51.6% 34.6%

Total operating expenses 6,194,707       1,265,191       1,499,583       1,456,472       2,092,606     6,313,852     2,557,770     3,219,473     3,283,771     3,583,191       12,644,205    3,613,191     3,643,191     3,673,191     3,703,191     14,632,762      15,112,762     
  % Sales 104.8% 108.1% NM NM NM 102.9% NM NM NM NM NM NM NM NM 109.0% NM 94.8%

Operating income (4,055,874)     (851,339)         (941,189)         (918,166)         (1,315,434)   (4,026,128)   (2,218,814)   (3,048,040)   (3,140,787)   (3,539,079)     (11,946,720)   (3,173,379)   (3,008,448)   (2,948,037)   (2,779,130)   (11,908,993)    (10,183,077)   
  Operating margin NM NM NM NM NM NM NM NM NM NM NM NM NM NM NM NM NM

Interest income  9,700               -                   -                   (9,700)            38,241          28,541          714                -                 5,552             1,184               7,451              5,229             500                500                3,799             10,028             10,760             
Interest  expense (177,293)         (68,733)           (170,177)         16,657           (980,930)       (1,203,183)   (11,994)         (35,930)         (22,833)         (17,930)           (88,687)          (13,026)         (38,197)         (78,563)         (76,609)         (206,395)          (617,298)         
One time and other expense -                   -                   -                   (598,255)         (615,205)       (1,213,460)   -                 -                 -                 -                   -                  -                 -                 -                 -                 -                    -                   

Pretax income (4,223,467)     (920,072)         (1,111,366)     (1,509,464)     (2,873,328)   (6,414,230)   (2,230,094)   (3,083,970)   (3,158,068)   (3,555,824)     (12,027,956)   (3,181,176)   (3,046,145)   (3,026,099)   (2,851,940)   (12,105,360)    (10,789,615)   

Net income (Loss) (4,223,467)     (920,072)         (1,111,366)     (1,509,464)     (2,873,328)   (6,414,230)   (2,230,094)   (3,083,970)   (3,158,068)   (3,555,824)     (12,027,956)   (3,181,176)   (3,046,145)   (3,026,099)   (2,851,940)   (12,105,360)    (10,789,615)   

 Preferred dividend (33,693)           (15,390)           (2,553)             (8,091)            (12,658)         (38,692)         -                 -                 -                 -                   -                  -                 -                 -                 -                 -                    -                   
Accretion on preferred and warrants (71,307)           (10,500)           (23,625)           (18,375)          -                 (52,500)         -                 -                 -                 -                   -                  -                 -                 -                 -                 -                    -                   
Net income to shareholders (4,328,467)     (945,962)         (1,137,544)     (1,535,930)     (2,885,986)   (6,505,422)   (2,230,094)   (3,083,970)   (3,158,068)   (3,555,824)     (12,027,956)   (3,181,176)   (3,046,145)   (3,026,099)   (2,851,940)   (12,105,360)    (10,789,615)   

GAAP Loss per share ($1.18) ($0.23) ($0.28) ($0.38) ($0.48) ($1.43) ($0.26) ($0.35) ($0.36) ($0.40) ($1.34) ($0.35) ($0.33) ($0.33) ($0.31) ($1.30) ($1.13)

Adjusted Net Income (Loss) (4,223,467)     (920,072)         (1,111,366)     (911,209)         (2,258,123)   (5,200,770)   (2,230,094)   (3,083,970)   (3,158,068)   (3,555,824)     (12,027,956)   (3,181,176)   (3,046,145)   (3,026,099)   (2,851,940)   (12,105,360)    (10,789,615)   

Adj Loss per share ($1.12) ($0.23) ($0.27) ($0.22) ($0.38) ($1.10) ($0.26) ($0.35) ($0.36) ($0.40) ($1.36) ($0.35) ($0.33) ($0.33) ($0.31) ($1.32) ($1.14)

Shares outstanding 3,659,734       4,039,056       4,055,284       4,061,464       6,019,741     4,543,886     8,569,465     8,795,815     8,892,815     8,989,815       8,989,815       9,086,815     9,183,815     9,248,482     9,313,148     9,313,148        9,507,148       

Sources: Company reports and Sidoti & Company, LLC estimates
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Table 2. COPsync Inc. Cash Flow Statement
2014 Mar Jun Sep Dec 2015 Mar A Jun A  Sep  E Dec E 2016E Mar E Jun E Sep E Dec E 2017 E 2018 E

Operating Activities
  Net income ($4,223,467) ($920,072) ($1,111,366) ($1,523,662) ($2,859,130) ($6,414,230) ($2,230,094) ($3,083,969) ($3,158,068) ($3,555,824) ($12,027,955) ($3,181,176) ($3,046,145) ($3,026,099) ($2,851,940) ($12,105,360) ($10,789,615)
  D&A 47,393         13,627         13,280         13,012        13,302       53,221       15,523       26,637       5,420          5,420           53,000             19,875       19,875       19,875         19,875         79,500           119,250        
  Stock comp 147,097       46,010         49,822         49,759        151,290     296,881     33,870       48,625       47,000       47,000        176,495          47,000       47,000       47,000         47,000         188,000        188,000        
Stock issued for services rendered -                -                -                -               -              89,571       178,601     50,000       50,000        368,172          50,000       50,000       50,000         50,000         200,000        200,000        
Other Amortization 474,464       -                -                600,920       1,048,302  1,649,222  -              -              -              -               -                   -              -              -               -               -                 -                 
  Capital contribution / forfeiture 79,000         19,750         19,750         19,750        19,750       79,000       12,500       12,500       12,500       12,500        50,000             12,500       12,500       12,500         12,500         50,000           50,000          
Discount on 3 year, 50% note payable -                16,878         16,878         17,253        46,170       97,179       2,605          4,727          5,000          5,000           17,332             30,538       30,538       -               -               61,077           -                 
Warrants valuation 1,259,576    -                23,551         84,048        (88,435)      19,164       -              57,921       -              -               57,921             -              -              -               -               -                 -                 
Amortization of endorser agreement -                -                -                -               117,048     117,048     334,826     305,776     305,776     305,776      1,252,154        305,776     305,776     305,776       305,776       1,223,104     1,223,104     
Bad Debt Expense 185,864       -                -                (159,000)      44,611       (114,389)    36,000       18,592       20,000       20,000        94,592             30,000       30,000       30,000         30,000         120,000        160,000        
Other   (37,993)        -                -                (96,558)       416,924     320,366     -              -              -              -               -              -              -               -               -                 -                 
Gain/loss on asset sale (1,516)          1,854            (74)                -               -              1,780          (505)            2,901          -              -               2,396               -              -              -               -               -                 -                 
Changes in working capital -              -                   -               
  Accounts receivable (276,789)      36,623         (35,599)        (513)             (86,014)      (85,503)      (13,973)      (1,181)        66,925       93,833        145,604          (403,973)    (67,887)      145,031       114,459       (212,371)       (178,829)       
  Inventories 111,856       (79,930)        20,314         (145,559)      (53,443)      (258,618)    35,137       (132,421)    126,532     106,755      136,003          (351,986)    (349,354)    262,865       110,910       (327,564)       (275,829)       
  Prepaid expenses and others (57,146)        71,029         (40,838)        26,271        130,718     187,180     (64,258)      (252,004)    534,204     (125,123)     92,819             (586,042)    (375,217)    975,401       (274,826)     (260,684)       (219,512)       
  Deferred revenues & loans (311,586)      (109,047)      (307,615)      (135,789)      52,981         (499,470)      (99,351)        76,397         202,780       5,219,647    5,399,473        1,480,569    2,000,000    2,000,000     2,000,000     7,480,569       9,350,000       
  Accounts payables and other (335,616)      (2,666)          845,992       (8,878)          361,823       1,196,271    (1,159,519)  157,465       420,271       (181,664)      (763,447)          344,769       612,688       613,484         50,284           1,621,225       1,365,171       
Cash flow for operating activities (2,900,870)  (891,320)      (423,971)      (1,268,946)  (770,661)      (3,354,898)  (3,007,668)  (2,579,433)  (1,361,660)  2,003,320    (4,945,441)      (2,202,150)  (730,226)      1,435,833     (385,961)       (1,882,505)     1,191,740       

-                
Investment Activities
Investments -                -                -                -               -              -              (50,000)      -              -              -               (50,000)           -              -              -               -               -                 -                 
Proceeds from asset sales 2,500            -                4,000            -               -              4,000          4,000          15,950       -              -               19,950             -              -              -               -               -                 -                 
Capitalized software costs -                -                -                -               -              -              -              (224,805)    (224,805)    (224,805)     (674,415)          (224,805)    (224,805)    (61,975)        (70,000)        (581,585)       (800,000)       
CapEx (51,233)        (5,081)          (3,323)          (4,924)         (7,991)        (21,319)      (66,116)      (54,323)      (55,000)      (55,000)       (230,439)          (65,000)      (65,000)      (65,000)        (65,000)        (260,000)       (360,000)       
Cash flow for investment activities (48,733)        (5,081)          677               (4,924)         (7,991)        (17,319)      (112,116)    (263,178)    (279,805)    (279,805)     (934,904)          (65,000)      (65,000)      (65,000)       (65,000)       (260,000)       (360,000)       

Finance Activities
  Proceeds Notes Payable 1,165,000    -                389,834       217,167       (7,001)        600,000     -              -              -              -               -                   426,697     846,387     -               -               1,273,084     2,352,723     
  Notes and leases paid (210,604)      (46,340)        (95,146)        (458,041)      (884,099)    (1,483,626) (63,654)      (48,311)      (105,693)    (105,693)     (323,351)          (51,161)      (51,161)      (51,161)        (51,161)        (204,643)       (204,643)       
  Convert proceeds -                484,315       30,000         1,608,753    (1,596,753) 526,315     -              -              -              -               -                   -              -              -               -               -                 -                 
  Stock issuance 2,124,615    -                4,577            (2,033)         11,281,079 11,283,623 -              -              -              -               -                   -              -              -               -               -                 -                 
  Stock warrants 44,000         98,000         9,600            11,766        34,390       153,756     -              -              -              -               -                   -              -              -               -               -                 -                 
Cash flow from finance activities 3,123,011    539,935       334,905       1,377,612    8,827,616  11,080,068 (63,654)      (48,311)      (105,693)    (105,693)     (323,351)          375,537     795,226     (51,161)       (51,161)       1,068,441     2,148,080     

Effects of Exchange Rate Changes -                -                -                -                -                -                -                -                -                -                -                    -                -                -                 -                 -                   -                   
Change in cash 173,408       (356,466)      (88,389)        103,742       8,048,964    7,707,851    (3,183,438)  (2,890,922)  (1,747,158)  1,617,822    (6,203,696)       (1,891,614)  -                1,319,672     (502,122)       (1,074,064)      2,979,820       
Cash beginning of period 414,051       587,459       230,993       142,604       246,346       587,459       8,295,310    5,111,872    2,220,950    473,792       8,295,310        2,091,614    200,000       200,000         1,519,672     2,091,614       1,017,550       
Cash end of period 587,459       230,993       142,604       246,346       8,295,310    8,295,310    5,111,872    2,220,950    473,792       2,091,614    2,091,614        200,000       200,000       1,519,672     1,017,550     1,017,550       3,997,370       

Free cash flow (2,952,103)  (896,401)      (427,294)      (1,273,870)  (778,652)    (3,376,217) (3,073,784) (2,858,561) (1,641,465) 1,723,515   (5,850,295)       (2,491,955) (1,020,031) 1,308,858   (520,961)     (2,724,090)    31,740          
Free cash flow per share ($0.81) ($0.22) ($0.11) ($0.31) ($0.13) ($0.74) ($0.36) ($0.32) ($0.18) $0.19 ($0.65) ($0.27) ($0.11) $0.14 ($0.06) ($0.29) $0.00

Sources: Company reports and Sidoti & Company, LLC estimates
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Table 3. COPSync Inc. Balance Sheet
2014 Mar Jun Sep Dec 2015 Mar A Jun A  Sep  E 2016E Mar E Jun E Sep E 2017 E 2018 E

Cash $587,459 $230,993 $142,604 $246,346 $8,295,310 $8,295,310 $5,111,872 $2,220,950 $473,792 $2,091,614 $200,000 $200,000 $1,519,672 $1,017,550 $3,997,370
Accounts receivable 223,622       189,518       225,349      384,862     426,265     426,265     404,238     386,827     319,902       226,069        630,043       697,930       552,899       438,440       617,270        
Inventory 246,077       326,007       305,693      451,252     484,695     484,695     449,558     581,979     455,447       348,692        700,678       1,050,032    787,167       676,256       952,085        
 Prepaid and other 270,148       232,438       273,276      247,005     543,949     543,949     554,051     686,580     152,376       277,499        863,541       1,238,758    263,357       538,183       757,694        
Deferred loan costs 50,000         50,000         -              -             -             -             -             -             -               -                 -                -                -                -                -                
Total current assets 1,377,306   1,028,956   946,922      1,329,465 9,750,219 9,750,219 6,519,719 3,876,336 1,401,517   2,943,874     2,394,262    3,186,720    3,123,095    2,670,429    6,324,420    

Net PP&E 175,876       151,703       137,588      129,499     124,188     124,188     201,285     383,159     411,522       439,885        478,247       516,609       554,970       593,332       825,469        
Investment -               -               -              -             -             50,000       50,000       50,000         50,000          -                -                -                -                -                
Software development costs -               -               -              -             -             -             -             224,804     449,609       674,414        899,219       1,124,024    1,185,999    1,255,999    2,055,999    
Total assets 1,553,182   1,180,659   1,084,510   1,458,964 9,874,407 9,874,407 6,771,004 4,534,299 2,312,648   4,108,173     3,771,728    4,827,352    4,864,064    4,519,761    9,205,887    

Accounts payable and accrued expenses 1,526,612   1,522,638   2,370,238   2,233,538 2,486,529 2,486,529 1,328,484 1,487,191 1,907,462   1,725,798     2,070,567    2,683,255    3,296,739    3,347,023    4,712,194    
Deferred revenue 2,526,990   2,566,509   2,315,601   2,340,017 2,028,120 2,028,120 1,894,119 1,855,462 1,961,469   4,944,956     6,000,000    7,200,000    8,400,000    9,600,000    15,750,000  
Obligations under capital lease -               7,805           7,982          8,163         9,010         9,010         8,537         43,825       36,208         28,590          64,840         52,757         40,673         28,590         28,590          
Debt due short term 679,397       1,131,744   1,580,027   878,717     166,760     166,760     160,125     348,393     250,318       152,242        261,806       252,729       213,651       141,742       111,742        
Total current liabilities 4,732,999   5,228,696   6,273,848   5,460,435 4,690,419 4,857,179 3,391,265 3,734,871 4,155,456   7,003,828     8,397,213    10,188,740 11,951,064 13,259,097 20,714,268  

Deferred revenue 1,142,437   993,871       887,164      726,959     1,091,838 1,091,838 1,126,487 1,241,542 1,338,315   3,574,476     4,000,000    4,800,000    5,600,000    6,400,000    9,600,000    
Obligations under capital leases -               25,449         23,386        21,276       19,118       19,118       16,891       140,431     140,431       140,431        92,098         92,098         92,098         92,098         43,764          
Debt due long terrm 445,817       543,546       444,422      1,495,334 315,963     315,963     325,918     108,276     108,276       108,276        502,141       1,318,528    1,318,528    1,318,528    3,671,250    
Long-term Liabilities 1,588,254   1,562,866   1,354,972   2,243,569 1,426,919 1,742,882 1,469,296 1,490,249 1,587,022   3,931,459     4,594,239    6,210,625    7,010,625    9,129,153    16,986,265  
Total Liabilities  6,321,253   6,791,562   7,628,820   7,704,004 6,117,338 6,600,061 4,860,561 5,225,120 5,742,478   10,935,287  12,991,452 16,399,366 18,961,689 22,388,250 37,700,533  

Shareholders' equity (4,768,071)  (5,610,903)  (6,544,310)  (6,245,040) 3,757,069 3,274,346 1,910,443 (690,821)   (3,429,830)  (6,827,113)   (9,219,724)  (11,572,013) (14,097,625) (17,868,490) (28,494,646) 
Total liabilities & shareholders equity 1,553,182   1,180,659   1,084,510   1,458,964 9,874,407 9,874,407 6,771,004 4,534,299 2,312,648   4,108,173     3,771,728    4,827,352    4,864,064    4,519,761    9,205,887    

Net Cash (Debt) (985,471)     (1,477,551)  (1,913,213)  (2,157,144) 7,784,459 7,784,459 4,600,401 1,580,025 (61,440)       1,662,075     (720,885)      (1,516,111)  (145,278)      (563,407)      142,024        
Net Cash (Debt) per share ($0.27) ($0.37) ($0.47) ($0.53) $1.29 $1.71 $0.54 $0.18 ($0.01) $0.18 ($0.08) ($0.17) ($0.02) ($0.06) $0.01
Sources: Company reports and Sidoti & Company, LLC estimates
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Required Disclosures 

 
COPsync, Inc. (COYN-$0.78)     NR     Price Target: $4     Risk Rating: H 
 
  
 

 
Risks  
 
COPsync is not yet profitable and requires external funding to build out its business, which could dilute current shareholders.  The 
company is also not compliant with NASDAQ listing requirements and could face de-listing if it does not raise capital.  Our 
estimate that the company will be free cash flow breakeven in 2018 is dependent on booking larger deals already identified. 
 
Long-term success for COYN depends on building out a larger network and executing on plans to expand into new states.  We 
think COPsync has designed a scalable technology offering. 
 
COPsync depends on government budgets for funding and is working on developing sources of federal funding. 
 
Valuation  
 
Given the early nature of the business, we think an appropriate way to value COYN is to look at the market opportunity in the long 
term, project COYN’s market share and discount back the future earnings.  We peg a $1.1 billion annual market opportunity.  We 
assume that in 10 years the company will hold a 20% share, generate an 18% operating margin and post EPS of $1.23.  We 
discount back these earnings at a rate of 25% annually, or $0.13 per share.  Applying a 30x multiple to this present value, we 
derive a $4 price target.  To give some perspective to the considerable risks here, if COPsync achieved only a 15% market share, 
our price target would be $2 (see Exhibit 1).  We note that management’s ability to offset any future share count dilution by 
buying back stock will greatly depend on consistent free cash flow generation, something we do not expect to happen until after 
2018, at the earliest.   
 
Given the primarily recurring nature of subscription revenue, we think it is appropriate to compare COYN with SaaS companies.  
TASER International also sells into to the law enforcement vertical and is building out a recurring revenue stream from its camera 
and storage-related businesses and is afforded a forward P/E multiple of 39x.  Digital Ally, also a maker of police cameras, is not 
yet profitable, but trades at 0.9x next-year’s projected revenue, comparable with 0.9x for COYN.  Tyler Technologies, which sells 
into court systems, trades at 42x forward earnings.  Leading SaaS companies trade at more than 50-60x forward earnings. 
  
 
Sidoti & Company.  Sidoti & Company, LLC is a licensed broker/dealer, and publishes research reports about some of the 
securities it follows.  All research published by Sidoti & Company, LLC is based on public information, or on information from the 
company discussed in the report that that company is required to promptly make public . This report was prepared for market 
professionals and institutional investor customers.  Market professionals and institutional investors should consider this report as 
only one factor in making their investment decisions.  This report is for information purposes only and is not intended as an offer 
to sell or a solicitation to buy securities.  This research report is not a substitute for the exercise of your independent judgment.  
Information contained herein is based on sources we believe to be reliable but we do not guarantee their accuracy.  The stock 
rating on this report reflects the analyst’s recommendation based on a 12-month period.  It should be presumed that the analyst 
who authored this report has had discussions with the subject company to ensure factual accuracy prior to publication.   

Sidoti does NOT own securities of the issuers described herein, and Sidoti does not make a market in any securities.  Sidoti does 
not engage in, or receive compensation from, any investment banking or corporate finance-related activities with the company 
discussed in the report.  Sidoti’s contracts with issuers protect Sidoti’s full editorial control of all research, timing of release of 
reports, and release from liability for negative reports.  To ensure further independence, the company discussed in the report has 
agreed to a minimum coverage term of one Initiation Report and three Update Reports, which that company cannot unilaterally 
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terminate earlier.  Sidoti & Company, LLC takes steps to ensure analyst independence including setting fees in advance and 
utilizing analysts who must abide by the CFA Institute Code of Ethics and Standards of Professional Conduct.  Each Sidoti & 
Company, LLC analyst has full discretion on the rating and revenue target based on his or her own due diligence.  Analysts are 
paid in part based on overall profitability of Sidoti & Company, LLC.  Such profitability is derived from a variety of sources and 
includes payments received from issuers of securities covered by Sidoti & Company, LLC for services described below.  No part 
of analyst compensation was, or will be, directly or indirectly, related to the specific recommendations or views expressed in any 
report or article.  All issuers to be considered for research obtain the approval of a stock selection committee comprised of the 
Director of Research, the Chief Compliance Officer, and an independent outside person for screening applicants. 

Sidoti Company Sponsored Research Rating System  The Sidoti & Company, LLC Company Sponsored Research rating 
system consists of “Moderately Risky” (M) and “Highly Risky” (H) ratings.  “Moderately Risky” suggests companies, that while still 
subject to relatively high price volatility, are characterized by more stable and predictable cash flow, a more established operating 
history, and an operating environment that is somewhat less competitive with a potential for loss of principal.   “Highly Risky” 
suggests high risk equities of companies with a short or unprofitable operating history, limited or less predictable revenues, very 
high risk associated with success, significant financial or legal issues, or a substantial risk/loss of principal.   As of 10/26/16, 
Company Sponsored Research Cap Research provides research on 1 companies, of which 0 (0%) are rated Moderately Risky 
and 1 (100%) are rated Highly Risky.   Earnings targets and opinions concerning the composition of market sectors included in 
this report reflect analyst judgments as of this date and are subject to change without notice.  A risk to our earnings targets is that 
the analyst’s estimates or forecasts may not be met.  This report contains forward-looking statements, which involve risks and 
uncertainties.  Actual results may differ significantly from such forward-looking statements.  Factors that may cause such 
differences include, but are not limited to, those discussed in the “Risk Factors” section in the issuer’s SEC filings available in 
electronic format through SEC Edgar filings at www.sec.gov.   

Every company in the Microcap sector bears certain inherent risks and Sidoti & Company, LLC will not provide any company 
subject to those risks with a rating below moderate because stock in the Microcap segment of the market have many risks that 
are not as prevalent in Large-Cap, Blue Chips, or even Small-Cap stocks.  Often it is these risks that cause Microcap stocks to 
trade at discounts to their peers.  The most common of these risks is liquidity risk, which is typically caused by small trading floats 
and very low trading volume which can lead to large spreads and high volatility in stock price.  In addition, Microcaps tend to have 
significant company specific risks that contribute to lower valuations.  Investors need to be aware of the higher probability of 
financial default and higher degree of financial distress inherent in the Microcap segment of the market.  

Compensation.  Sidoti & Company, LLC received a flat fee of $40,000, renewable annually from the company discussed in this 
report for the creation and dissemination of an Initiation Report and three Update Reports, including this report.  The purpose of 
the fee is to subsidize the high costs of research and monitoring.  Sidoti holds a conference twice a year and charges a fee of 
$5,000 per conference for presenting companies. Sidoti does not currently have a current investment banking services 
relationship with the company discussed in this report, or contemporaneously with any other companies discussed in other 
(Sidoti) Company Sponsored Research reports. Sidoti has not received investment banking income from the company discussed 
in the report in the past 12 months, and does not expect to receive investment banking income from the company discussed in 
the report in the next 12 months.  Of securities rated in other Sidoti Company Sponsored Research reports, Sidoti has received 
investment banking income from 0 companies (0%) in the past 12 months. Investment banking services, as defined under FINRA 
Rule 2241, include, among other things, acting as an underwriter in, or as a member of the selling group in, a securities 
underwriting.  Sidoti’s role in any issuer’s investment banking transaction can be viewed in that issuer’s filings at www.sec.gov.   

Sidoti has non-research employees who will seek compensation for brokerage commission revenue in connection with market 
trading the securities of this company.  Sidoti & Company, LLC has received compensation for non-investment banking services 
on the Small-Cap Universe, and expects to receive additional compensation for non-investment banking services on the Small-
Cap Universe, paid by issuers of securities covered by Sidoti & Company, LLC analysts.  These non-investment banking services 
include investor relations services and software, financial database analysis, advertising services, brokerage services, advisory 
services, investment research, investment management, non-deal road shows, and attendance fees for conferences sponsored 
or co-sponsored by Sidoti & Company, LLC.   

Sidoti Analysts.  The research analyst certifies that this report accurately reflects his/her personal views about the subject 
securities and issuers and that none of the research analyst's compensation was, is or will be, directly or indirectly, related to the 
analyst's specific recommendations or views contained in this research report.  Sidoti policy does not allow an analyst or a 
member of their household (i) to own, trade, or have any beneficial interest in any securities of any company that analyst covers, 
or (ii) serve as an officer or director of a covered company.  Sidoti employees, including research analysts, receive compensation 
that is based in part upon the overall performance of the firm, including revenues generated by Sidoti’s investment banking and 
brokerage activities, but compensation is not directly related to investment banking or brokerage revenues.   

Sidoti maintains and enforces written policies and procedures reasonably designed to prevent any controlling persons, officers (or 
persons performing similar functions), or employees of Sidoti from influencing the activities of research analysts and the content 
of research reports prepared by the research analyst.  Sidoti research analysts seek to have management of their covered 
companies meet with investors during non-deal road shows.  Analysts’ compensation may be related to their success in 
scheduling non-deal road shows.  This approach could be viewed as presenting potential conflicts of interest. 
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Reprints of Sidoti & Company, LLC reports are prohibited without permission.  Additional information is available upon request.  
For any further questions, please contact the Chief Compliance Officer at Sidoti. 

Source 
Key Statistics data is sourced from FactSet Research Systems 
 

 


