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Stock Data 

Exchange: NasdaqGS 

52-week Range: $13.29 - 21.21 

Shares Outstanding (million): 27 

Market cap ($million): $487 

EV ($million): $325 

Debt ($million): $93 

Cash ($million): $255 

Avg. Daily Trading Vol. ($million): $3.0 

Float (million shares): 24 

Short Interest (million shares): 3.7 
 

Revenues (US$ million) 

  2012E 

(New) 

2012E 

(Old) 

2013E 

(New) 

2013E 

(Old) 

Q1 Mar 73A 71E      79E         76E    

Q2 Jun  137E            146E          

Q3 Sep  361E      363E       379E       381E    

Q4 Dec    164E        172E     

Total    735E     775E  
 

EV/Revs 0.4x        0.4x  

 

Earnings per Share (pro forma) 

 

 2012E 

(New) 

2012E 

(Old) 

2013E 

(New) 

2013E 

(Old) 

Q1 Mar (0.59)A (0.60)E (0.31)E  

Q2 Jun 0.09E    0.10E    0.14E     

Q3 Sep 1.23E        1.40E     

Q4 Dec 0.24E    0.25E    0.32E     

Total  $1.09E  $1.60E  
 

    

P/E     16.5x      11.3x  

   

EBITDAS* (US$ million) 

 2012E 

(New) 

2012E 

(Old) 

2013E 

(New) 

2013E 

(Old) 

Q1 Mar (18)A (18)E   (8)E            

Q2 Jun   3E      4E     5E         6E    

Q3 Sep  57E      58E       66E     

Q4 Dec    14E       15E       18E     

Total    57E    58E    81E    82E 
 

    

EV/EBITDAS   5.7x  4.0x  

*EBITDAS defined as earnings before interest, taxes, 
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Initiating with BUY: We are initiating coverage of SurgePays with a BUY rating 

and a 12-month price target of $7.00. SurgePays is a technology company that 

offers retail, telecom, and fintech products for retailers in the underbanked 

community. 

Focused on large growth opportunities: The company is meeting the needs of 

underserved markets by offering financial technology, telecommunications, 

and retail products for customers at local retailers in their communities. It offers 

prepaid wireless and underbanked financial products and services, along with 

popular consumer goods, to retail merchants (mainly operators of convenience 

stores (C-stores)) that address the needs of store customers nationwide. 

Large market potential: There are ~68 million adults in the U.S. that are 

underbanked. Many of these adults are conveniently located near C-stores 

where they can shop and acquire telecom and fintech products. This represents 

a significant market opportunity for SurgePays’s telecom and fintech products, 

as well as its distribution products. 

Strong EBB growth: The company recently reported very strong Q4 revenues 

for its EBB program of ~$6.0 million, which is up significantly from Q3 revenues 

of ~$1.2 million. SurgePays’s mobile  broadband  business has  gone  from  zero  

to  nearly  $3 million  in monthly  revenue  in  less  than  six  months (when the 

program originally launched in August 2021). SurgePays expects strong EBB 

growth in 2022 with a goal of achieving over 200,000 subscriber activations (up 

from 30,000 subscribers at the end of December 2021). 

Spin-off to unlock value: In February 2021, the company filed a Form S-1 

registration statement with the SEC for the planned sale of ~25% of LogicsIQ 

shares to the public (IPO). LogicsIQ will remain a majority-owned subsidiary of 

SurgePays. The exact details and timing of the spinoff/IPO will be determined 

later. The company believes that both SurgePays and LogicsIQ will, as separate 

public companies, be better positioned to deliver long-term growth and 

maximize stockholder value. 

Growth is key: We believe that the biggest potential variable and challenge to 

our financial model is the ability of the company to successfully develop, 

market, and grow its EBB, LogicsIQ, and ECS platforms. For 2022, we expect 

strong revenue growth of +20% (y-o-y) to $60 million. 

However, challenges exist: SurgePays operates in a highly competitive 

environment and competes against a wide range of other technology and retail 

companies. The areas of technologies that SurgePays competes in are 

constantly changing and improving, so this requires SurgePays to constantly 

invest in its technology and products. If SurgePays is unable to keep its products 

innovative and useful, it may find its products and technologies obsolete. 

Positive high risks versus rewards: Overall, concerns outweighed by growth 

prospects and valuation. We believe the demand for SurgePays’s retail and 

fintech products and services will grow fueled by continued strong industry 

growth and advances in these industries. We believe the ~billion dollars market 

potentials presents high rewards for the risks. 

Current valuation attractive: We calculate a 12-month price target for shares 

of SurgePays to be $7.00 based on a NPV analysis, representing significant 

upside from the current share price. We believe this valuation appropriately 

balances out the company’s high risks with the company’s high growth 

prospects and large upside opportunities. 

 
 

Company Description 

SurgePays, based in Bartlett, TN, is a technology company that offers retail, 

telecom, and fintech products for retailers in the underbanked community. 

 

Stock Data 

Exchange: NasdaqCM 

52-week Range: 1.76 –28.50 

Shares Outstanding (million): 12 

Market cap ($million): $37 

EV ($million): $29 

Debt ($million): $11 

Cash ($million): $19 

Avg. Daily Trading Vol. ($million): $4 

Float (million shares): 7 

Short Interest (million shares): ~0.2 

Dividend, annual (yield): $0 (NA%) 

 

 Revenues (US$ million) 

  2020A 

(Cur.) 

2021E 

(Cur.) 

2022E 

(Cur.) 

  

Q1 Mar 16A 11A 14E  

Q2 Jun  15A     11A     15E     

Q3 Sep 13A 15A    15E     

Q4 Dec  11A    13E    16E     

Total   54A   50E   60E  

EV/Revs 0.5x  0.6x 0.5x  
 

Earnings per Share (pro forma) 

 

 2020A 

(Cur.) 

2021E 

(Cur.) 

2022E 

(Cur.) 

 

Q1 Mar (1.47)A (1.85)A (0.03)E  

Q2 Jun (1.14)A    (0.07)A    (0.00)E     

Q3 Sep (1.09)A    (0.51)A    0.02E     

Q4 Dec (1.15)A    (0.04)E    0.03E     

Total (5.02)A (1.47)E 0.02E  

P/E N/A  N/A 154x  

 

Important Disclosures 

Ascendiant Capital Markets LLC seeks to do business 
with companies covered by its research team. 
Consequently, investors should be aware that the 
firm may have a conflict of interest that could affect 
the objectivity of this report. Investors should 
consider this report as only a single factor in making 
an investment decision. 

For analyst certification and other important 
disclosures, refer to the Disclosure Section, located 
at the end of this report, beginning on page 26. 

Rating: BUY 

Ticker:       SURG 

Price:        $3.07 

Target:     $7.00 

 

SurgePays, Inc.  
Initiating Coverage with BUY and $7 Target 
Strong growth potential for its retail, telecom, and fintech products for 
retailers in the underbanked community. We expect high growth and 
spin-off over the next year to be positive for stock. 
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INVESTMENT THESIS 
 

We are initiating coverage of SurgePays with a BUY rating and a 12-month price target of $7.00. 

 

SurgePays, based in Bartlett, TN, is a technology company that offers retail, telecom, fintech, and software products for retailers in 

the underbanked community. The company is meeting the needs of underserved markets by offering financial technology, 

telecommunications, and retail products for customers at local retailers in their communities. It offers prepaid wireless and 

underbanked financial products and services, along with popular consumer goods, to retail merchants (mainly operators of 

convenience stores (C-stores)) that address the needs of store customers nationwide. 

 

The SurgePays system is a fintech software platform that processes third-party prepaid wireless activations and top-ups, gift card 

activation and loads, and wireless SIM activation. It enables retailers to instantly add credit to any prepaid wireless customer’s 

account for any carrier, providing the merchant commissioned transactions, increased foot traffic, and customer loyalty. Additionally, 

SurgePays offers an innovative supply-chain marketplace for convenience store, bodega, and tienda owners. Retailers can order many 

top selling products for their store, at a deeper wholesale discount than traditional distribution due to utilizing the Direct Store 

Delivery (DSD) model. 

 

SurgePays was originally incorporated in August 2006, and in December 2016, the company acquired True Wireless, LLC, bringing in 

the current management team lead by Kevin Brian Cox. In December 2017, the company changed its name to Surge Holdings, Inc. to 

Exhibit 1: SurgePays, Inc. Stock Price (5-Years) 

                       

 

Source: https://bigcharts.marketwatch.com/ 
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better reflect the diversity of its business operations. The company changed its name to SurgePays, Inc. in October 2020 to reflect its 

focus on its SurgePays fintech platform. 

 

In February 2021, the company filed a Form S-1 registration statement with the SEC for the planned sale of ~25% of LogicsIQ shares 

to the public (IPO). LogicsIQ will remain a majority-owned subsidiary of SurgePays. The exact details and timing of the spinoff/IPO, 

capital structure, and management teams will be determined later. The company believes that both SurgePays and LogicsIQ will, as 

separate public companies, be better positioned to deliver long-term growth and maximize stockholder value. 

 

LogicsIQ is an enterprise software development company providing marketing business intelligence (“BI”), plaintiff lead generation, 

and case load management solutions for law firms representing plaintiffs in Mass Tort legal cases. LogicsIQ’s enterprise software and 

vertically integrated services are specifically targeted for the 150,000+ law firms in the U.S. 

 

 

Exhibit 2: SurgePays, Inc. Corporate Overview 

 

 

 

Source: Company reports. 
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Exhibit 3: SurgePays Investment Highlights 

 

 
 

Source: Company reports. 

 

 

Exhibit 4: Underbanked Market Opportunities 

    
 

Source: Company reports. 
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SurgePays disrupts the current C-store wholesale product distribution model by leveraging blockchain technology to provide store 

owners a software platform interface, similar to an e-commerce marketplace, where they can order wholesale goods that will be 

shipped directly from the manufacturer. SurgePays offers independent store owners the ability to order wholesale products 

conveniently and efficiently at a lower cost than from traditional product distribution. Store owners realize a 10 - 15% lower price on 

the wholesale products they buy and can select from a wider variety of products from manufacturers nationwide. SurgePays’s 

competitive edge is through its software platform, relationships, capacity, efficiency, economies of scale, and experience. 

 

SurgePays also utilizes its blockchain fintech software  platform  to  bring  essential  financial  services  and  products  (gift cards, 

wireless service, Emergency Broadband Benefit Program (EBB)) to  the  underbanked communities  by  targeting  the  stores  that are 

most  frequented  by  these  customers. 

 

SurgePays had strong revenue growth in Q3. In its Q3 2021 report (on November 16, 2021), the company reported revenues of $15 

million and net loss was $1.7 million. Revenue was +14% (y-o-y) due to strong growth in its EBB and LogicsIQ businesses, which more 

than offset weakness in its ECS business. 

 

The company does not provide specific quarterly financial guidance, but we believe that the company should continue to have high 

growth as it expands its products, customers, and technologies in 2022. The company has recently (on January 11, 2022) reported 

very strong Q4 revenues for its EBB program of ~$6.0 million, which is up significantly from Q3 revenues of ~$1.2 million. SurgePays’s 

mobile  broadband  business has  gone  from  zero  to  nearly  $3 million  in monthly  revenue  in  less  than  six  months (when the 

program originally launched in August 2021). SurgePays expects strong EBB growth in 2022 with a goal of achieving over 200,000 

subscriber activations (up from 30,000 subscribers at the end of December 2021). 

 

For 2021, we expect revenues of $50 million (-8% y-o-y) and net loss of $7 million and EPS of $(1.47). For 2022, we expect revenue 

of $60 million (+20% y-o-y) and net income of ~$0.3 million and EPS of $0.02. 

 

The company’s balance sheet is solid with an estimated ~$19 million in cash and $11 million in debt as of December 2021. In 

November (its just completed Q4), the company raised $20 million (selling 4.6 million shares at $4.30/share). We believe the company 

has enough cash for its near term operational and strategic plans. In November 2021, the company’s stock was uplisted to the Nasdaq 

Capital Market (from OTCQB). 

 

Our investment thesis factors in an uncertain business and financial execution for its retail, telecom, fintech, and software products, 

a very competitive industry, uncertain macro environment, and balance sheet and investment uncertainties which is offset by the 

very large potential upside opportunities created from successful commercialization and growth. We believe that the current 

valuation for SurgePays has already factored in many of its risks (principally its ability to grow revenues and profitability and 

customers) but is under valuing its overall growth and product prospects, resulting in a positive risk versus reward scenario for an 

investment in SurgePays. 

 

We believe the unlocking of value with the IPO spin-off of LogicsIQ will be a major catalyst for the stock. With major market 

opportunities and its current relative low share price valuation, we believe an investment in SurgePays presents favorable risk versus 

rewards for investors. 

 

We believe the current valuation is attractive. 

 

Based on our expectations and assumptions and our NPV analysis, we calculate a 12-month price target for shares of SurgePays to 

be $7.00, representing significant upside from current share price. We believe this valuation appropriately balances out the 

company’s high risks with the company’s high growth prospects and large upside opportunities. We acknowledge that SurgePays is 

still at an early stage in its product development, commercialization, and growth, but we believe key sales and financial milestones 

over the next year should be positive catalysts for the stock.  
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INVESTMENT RISKS 
 

Growth and Commercialization Risks 

SurgePays’s goal is to increase the operational and financial growth and profitability of its main businesses. The company on an 

overall basis will need to increase awareness to its target markets and to demonstrate superiority (more effective, lower costs, and/or 

better technologies) of its technologies and services. The markets for telecom, fintech, distribution, and technology software are 

characterized by high competition, frequent technological developments and innovations, new product and services, and evolving 

technology industry standards. This will require SurgePays to develop its technologies, services, expertise and reputation, and 

continue to improve the effectiveness and ease of use of its technologies and services. While the market opportunities are large, 

there are always significant risks to grow (add new customers) and commercialize new products (grow or maintain revenue per 

customers). 

 

Competition 

SurgePays operates in a highly competitive environment and competes against a wide range of other technology and distribution 

companies that are attempting to replicate or have better technologies and operations than the company’s main distribution, fintech, 

and telecom products, and software technologies. Although SurgePays believes that its products and services are superior to 

competing products and technologies, there are always the possibility of new entrants or difficulties with existing competition. 

SurgePays competes primarily with very large technology and distribution companies but also many new and well capitalized entrants 

in many of its businesses. Many of these competitors are much larger, have greater resources, very large customer base, and 

proprietary technology; which could result in lower projected sales for SurgePays and at higher costs, reduced margins, and lowered 

profitability for the company. 

 

Regulatory Risks 

SurgePays’s telecom and fintech products are heavily regulated by the FCC and other federal, state and local agencies. These 

regulators frequently restrict or impose conditions on the company’s ability to operate in designated areas and to provide certain 

products or services. SurgePays provides Emergency Broadband Benefit (“EBB”) programs, telecom retail products, and fintech 

products, all of which are highly regulated, have high privacy and security requirements, and have strict rules to be able to participate 

in them. If SurgePays experiences any problems or violations, the company may be unable to continue these businesses or may have 

significantly higher costs to maintain them. 

 

Technology Risks 

Technologies are constantly changing and improving due to new technologies and changing business and consumer demands. This 

requires a company like SurgePays to constantly invest in its technology and products. This is much more the case for SurgePays since 

the company is relatively small and it is actively focused on fintech which has rapidly changing technologies. Technologies and 

products are still being established and there are numerous various viable business platforms being developed. If SurgePays is unable 

to keep its products innovative and useful, it may find its technologies and products obsolete. 

 

Spin-off Risks 

In February 2021, SurgePays filed a Form S-1 registration statement with the SEC for the planned sale of ~25% of LogicsIQ shares to 

the public (IPO). LogicsIQ will remain a majority-owned subsidiary of SurgePays. The exact details and timing of the spinoff/IPO, 

capital structure, and management teams will be determined later. The company believes that both SurgePays and LogicsIQ will, as 

separate public companies, be better positioned to deliver long-term growth and maximize stockholder value. However, if SurgePays 

were to experience difficulties with the spin-off or if either of the two companies (post spin-off) were to face difficulties in its business, 

then it would have a material negative impact on its business and financials (particularly in the near term). This may negatively impact 

current shareholders of SurgePays as well as any uncertainties and volatility in valuations in regards to the planned spin-off. 
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Coronavirus and Economic Uncertainties 

General technology spending tends to be correlated with economic activity and income levels due to their discretionary nature, so 

major deterioration in economic conditions tends to result in an overall decline in consumer and enterprise spending. This was 

demonstrated during the 2008 and 2009 Great Recession and global economic slowdown. While enterprise and consumer spending 

levels and economic conditions have rebounded since and have been strong the past several years, the global macroeconomic 

environment can change significantly quickly as was shown with the start of the pandemic in March 2020. Since then, due to huge 

government stimulus the U.S. economy is now very strong. However, the pandemic has still negatively impacted many businesses 

and has been a huge disruption to the U.S. (and global) economy. In particular, SurgePays’s ECS business has been directly negatively 

affected by the pandemic with recent sales down due to COVID restrictions. Further economic disruptions and weakness may result 

in depressed enterprise and consumer spending levels; this may have a negative impact on  SurgePays, its various businesses, and its 

customers. 

 

Capital Markets Risks 

We believe SurgePays has enough cash to fund its operations and strategic plans for the next several years. However, the company 

is still incurring losses and we believe that it will be at least a year before the company can be cash flow self-sufficient from operations. 

Many early stage technology companies fund their operations from the sale of equity or debt capital until their products or services 

reach commercial success. Early stage technology companies valuations tend to fluctuate widely, particularly in the past year with 

the volatility in the markets. There is always the chance that market interests and valuations for companies in this industry (or the 

total stock market) can decline significantly. The share price volatility in the past year (with a stock price range of $1.76 – 28.50) in 

SurgePays’s share price may make capital raising much more difficult and expensive. 

 

 

VALUATION 
 

We are initiating coverage of SurgePays with a BUY rating and a 12-month price target of $7.00, which is based on a NPV analysis. It 

currently generates significant revenue but also significant losses as it invests to grow its businesses so traditional valuation metrics 

are not useful. We believe a more accurate valuation should take into consideration the potential value of its various businesses (sum 

of the part). We do acknowledge that this valuation is complex and requires a large number of forward assumptions that we have to 

estimate that may be imprecise and may vary significantly from actual results. This is particularly so for a company like SurgePays 

which is still in early high growth phase with its main businesses. 

 

However, we believe our assumptions are fair and provide a reasonable basis for our valuation analysis. Our analysis considers future 

estimated profits from each of its major business segments (based on estimated future profits and discounted this back to a current 

value), currently focused on its ECS (Electronic Check Services), LogicsIQ, and Surge Blockchain businesses. We apply a high discount 

rate to capture the high uncertainties associated generally with early stage companies. We then added up the values (including 

estimated current net cash), and allocated the value based on current share count. Based on our NPV analysis, we arrived at our 12-

month price target of $7.00, which we believe appropriately balances out the company’s risks with its high growth prospects. 

 
On November 2, 2021, the company’s stock was uplisted to the Nasdaq Capital Market (from OTCQB). The company’s stock has 

traded in a volatile range of $1.76 – 28.50 over the past year, and $1.76 - 4.24 since its uplisting. The stock closed at $5.90 on 12/31/20 

and is now (as of 1/21/22) at $3.07. 
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Exhibit 5: SurgePays Stock Price (since uplisting to Nasdaq Capital Market on November 2, 2021) 

   

  

 Source: https://bigcharts.marketwatch.com/ 

 

 

We believe this stock price volatility is likely due to general stock price volatility with small/microcap technology stocks. We believe 

that there are near term catalysts that can drive the stock (particularly for key sales and growth milestones expected in 2022). As the 

company is likely to make significant progress (and growth) in its businesses over the next several years, we believe this will result in 

much improved visibility into future cash flows and higher share price. We believe the company has a solid balance sheet, and that 

it has enough capital to achieve its strategic goals. 

 

We expect valuations for SurgePays to improve as visibility into cash flow generation becomes clearer, resulting in significant upside 

to the current share price. We also want to note that investor’s interest in technology companies (particularly with fintech, software, 

and telecom companies) are very high with many companies in this area attributed high valuations due to the large market and 

growth opportunities. 

 
 

Exhibit 6: Company Valuation (DCF) by Business Segments (in millions) 

    

 

 Source: Ascendiant Capital Markets estimates 

Product Calculated NPV Discount Rate Estimated Annual Profits

ECS 16$                 25% 4                                

LogicsIQ, Inc. 40$                 25% 10                              

Surge Blockchain, LLC 20$                 25% 5                                

Total 76$                 

Net cash 8$                   

Current Value for existing shareholders 84$                 

Shares Outstanding (mils) 12                   

Estimated Value per share 7.00$              
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COMPANY 
 

SurgePays, based in Bartlett, TN, is a technology company that offers retail, telecom, fintech, and software products for retailers in 

the underbanked community. The company is meeting the needs of underserved markets by offering financial technology, 

telecommunications, and retail products for customers at local retailers in their communities. It offers prepaid wireless and 

underbanked financial products and services, along with popular consumer goods, to retail merchants (mainly operators of 

convenience stores (C-stores)) that address the needs of store customers nationwide. 

 

The SurgePays system is a fintech software platform that processes third-party prepaid wireless activations and top-ups, gift card 

activation and loads, and wireless SIM activation. It enables retailers to instantly add credit to any prepaid wireless customer’s 

account for any carrier, providing the merchant commissioned transactions, increased foot traffic, and customer loyalty. Additionally, 

SurgePays offers an innovative supply-chain marketplace for convenience store, bodega, and tienda owners. Retailers can order many 

top selling products for their store, at a deeper wholesale discount than traditional distribution due to utilizing the Direct Store 

Delivery (DSD) model. 

 

SurgePays was originally incorporated in August 2006, and was previously known as North American Energy Resources, Inc. and KSIX 

Media Holdings, Inc. Prior to April 2015, the company operated as an independent oil and natural gas company. In April 2015, NAER 

was acquired by KSIX Media, and the company became KSIX Media Holdings, Inc. and operated as an Internet marketing company. 

In December 2016, the company acquired True Wireless, LLC, bringing in the current management team lead by Kevin Brian Cox. In 

December 2017, the company changed its name to Surge Holdings, Inc. to better reflect the diversity of its business operations. The 

company changed its name to SurgePays, Inc. in October 2020 to reflect its focus on its SurgePays fintech platform. As of March 2021, 

SurgePays had 31 employees. 

 

In February 2021, the company filed a Form S-1 registration statement with the SEC for the planned sale of ~25% of LogicsIQ shares 

to the public (IPO). LogicsIQ will remain a majority-owned subsidiary of SurgePays. The exact details and timing of the spinoff/IPO, 

capital structure, and management teams will be determined later. The company believes that both SurgePays and LogicsIQ will, as 

separate public companies, be better positioned to deliver long-term growth and maximize stockholder value. 
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Exhibit 7: SurgePays Management Team 

  

 

 

Source: Company reports. 

 

 
PRODUCT  
 

SurgePays provides wholesale goods and services to convenience stores (C-stores), bodegas, minimarts, tiendas and other corner 

stores that provide goods and services primarily to the underbanked community. SurgePays leverages Direct Store Delivery (DSD) 

and the cost saving efficiencies of direct e-commerce to provide a high variety of many commonly sold consumable products while 

increasing profit margins for these stores. These products are offered in a convenient wholesale e-commerce platform. SurgePays 

also utilizes its blockchain fintech software  platform  to  bring  essential  financial  services  and  products  to  the  underbanked 

communities  by  targeting  the  stores  that are most  frequented  by  these  customers. 
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Exhibit 8: SurgePays Businesses 

 

  

Source: Company reports. 

ECS
64%

LogicsIQ, Inc.
30%

True Wireless
4%

Surge Blockchain, LLC
1%

Other
1%

2020 REVENUE BY SEGMENTS

ECS
40%

LogicsIQ, Inc.
51%

Surge Blockchain, LLC
9%

Q3 2021 REVENUE BY SEGMENTS
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Traditional distribution components of transportation, warehousing, profit, and labor normally accounts for ~25% of the retail cost 

of a product sold in convenience stores (C-stores). Independent retailers generally do not get a better deal on products when buying 

by the case as opposed to the pallet. The value proposition is realized by reducing this markup by eliminating the need for these old-

school supply chain costs via Direct Store Delivery (DSD). With DSD, goods can be delivered to the retailer directly from the 

manufacturer which should reduce the cost price of the products for the store owner. 

 

SurgePays disrupts the current C-store wholesale product distribution model by leveraging blockchain technology to provide store 

owners a software platform interface, similar to an e-commerce marketplace, where they can order wholesale goods that will be 

shipped directly from the manufacturer. The same way residential B2C purchasing habits have changed due to the advent of 

relationship-centric retail platforms online, SurgePays offers independent store owners the ability to order wholesale products 

conveniently and efficiently at a lower cost than from traditional product distribution. Store owners realize a 10 - 15% lower price on 

the wholesale products they buy and can select from a wider variety of products from manufacturers nationwide. 

 

SurgePays has established programs to market and sell these products or services to its customer’s stores and can scale significantly 

and quickly to bring a wide variety of products into stores nationwide. SurgePays’s ability to support sales transactions nationwide is 

bolstered by developing its software that fosters automation after the order is placed. CenterCom, SurgePays’s operations center in 

Central America, provides a competitive advantage by adding bilingual customer care and support personnel to grow as needed. 

 

Distributors generally do not have a complete set of product and service offerings or capabilities, and no single distributor currently 

provides all the top selling consumables while offering products and services to enhance the lifestyle of the underbanked such as 

prepaid wireless, gift cards, bill payment, check cashing, and reloadable debit cards. SurgePays believes this creates a significant 

opportunity for a shift to a nationwide wholesale e-commerce platform. 

 

Most traditional convenience store distributors are companies that have been in business for over 50 years and utilize the historical 

“manufacturing plant to truck to warehouse to truck to store” logistics model. The principal competitive factors for distributors are 

product variety and availability, technical features, quality, price, customer support, and distribution coverage. However, the 

company believes that with its diverse product line, better efficiencies resulting in lower wholesale cost of goods sold, it has the 

ability to compete favorably in the industry and to capture market share and to generate high sales growth.  

 

SurgePays’s competitive edge is through its software platform, relationships, capacity, efficiency, economies of scale, and experience. 

Its blockchain platform streamlines the process for bringing products directly to the targeted retail store, providing them with better 

pricing and more product selection. 
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Exhibit 9: SurgePays Fintech Solutions 

 
 

Source: Company reports. 

 

 

SurgePays Blockchain Software 

SurgePays Blockchain Software is a multi-purpose fintech platform utilized by more than 8,000 store owners nationwide to offer a 

complete suite of financial products to their underbanked customers. These services include adding real-time credit to prepaid 

wireless accounts, activating gift cards, loading Visa debit cards, payments and other financial transactions for the underbanked. All 

these services are bundled on a single software interface which conveniently allows the store clerk to perform these financial service 

processes for the customer at the register while checking out. Retail locations transacting on the SurgePays platform include 

independently owned convenience stores, bodegas, minimarts, tiendas, and other general purpose retail corner stores. 

 

The SurgePays platform engages store owners in that the owner makes transactional profit while providing essential financial services 

to these underserved customers. This relationship presents SurgePays an opportunity to capitalize by offering the store owner other 

wholesale products commonly found in these same types of stores, by utilizing the same platform to develop other product sales. 

 

The SurgePays Direct Store Delivery (DSD) module is unique by utilizing one touch ordering and cost saving efficiencies of e-commerce 

to provide stores as many commonly sold consumable products at a lower cost than traditional distributors. These products include 

herbal stimulants, energy shots, dry foods, hemp and CBD products, communication accessories, PPP products, bagged snacks and 
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food items, and many other novelties. Point and click orders for products are instantly sent to the manufacturer for delivery direct 

(drop ship) to the store without SurgePays having to take possession of the inventory. 

 

SurgePays wholesale model is essentially an e-commerce storefront that offers products direct from manufactures. The goal of the 

SurgePays Portal is to leverage the competitive advantage and efficiencies of direct e-commerce, all through one convenient 

wholesale e-commerce platform. 

 

SurgePhone Wireless and LocoRabbit Wireless 

SurgePhone Wireless is a mobile virtual network operator (MVNO) and operates both the SurgePhone wireless and Loco Rabbit 

wireless brands. 

 

SurgePhone Wireless is certified by the FCC to provide wireless services to qualifying customers under the Emergency Broadband 

Benefit Program (EBB) where the government will pay 100% of the qualifying customers LTE monthly data usage. SPW is licensed to 

provide EBB services to qualifying low-income customers in fourteen states. The EBB Program provides SurgePhone up to a $90 

reimbursement for the cost of each tablet distributed and a $50 per customer, per month (recurring) subsidy for data services. 

 

LocoRabbit Wireless offers prepaid wireless plans with talk, text, and 4G LTE data at prices that are lower than competitors. Available 

nationwide, LocoRabbit Wireless is sold online and by a nationwide network of convenience stores, gas stations, mini-marts, bodegas 

and tiendas connected to the SurgePays software platform. Due to its wireless payment platform, SurgePays is able to offer an 

industry high commission to the retailer for top-ups paid monthly at the client’s store. 

 

Electronic Check Services (ECS) 

ECS has been a financial technology tech and wireless top-up platform for over 15 years. All ECS branding, software, equipment, 

support and functions have now been converted to the SurgePays fintech brand. In October 2019, SurgePays acquired ECS for the 

favorable ACH banking relationship; a fintech transactions platform processing over 20,000 transactions a day at ~8,000 

independently owned retail stores. The ECS platform serves as the backbone for the company’s wireless top-up transactions and 

wireless products. 

 

LogicsIQ 

LogicsIQ is an enterprise software development company providing marketing business intelligence (“BI”), plaintiff lead generation, 

and case load management solutions for law firms representing plaintiffs in Mass Tort legal cases. LogicsIQ’s enterprise software and 

vertically integrated services are specifically targeted for the 150,000+ law firms in the U.S. 

 

Lead generation consist of sourcing leads for its clients. LogicsIQ provides this service to its clients by qualifying leads through 

verification of information collected during the lead generation process, using a client questionnaire which assists in determining the 

services to be provided, and is completed and verified using its call center operations. 

 

LogicsIQ products and services: 

 

 Intake Logics:  Intake Logics is its proprietary cloud-based customer relationship management (CRM) software built on 

years of data tracking and analysis to deliver optimal results. 

 LogicsIQ Services:  Services to its clients include tech support, marketing, intake solutions, and customer service. 

 Marketing Capabilities:  LogicsIQ attracts consumers with its proprietary media buying strategies and partners that 

generate, on average, 80,000 leads and thousands of retainers for clients that can subsequently run more cost-effective 

mass tort campaigns. 

 SaaS Service:  LogicsIQ has developed an internal case load management platform Software as a Service (SaaS) which is 

customized for law firms of any size and licensed on a subscription basis. 
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CenterCom 

CenterCom is an operations support center based in El Salvador providing sales support, customer service, IT infrastructure design, 

graphic media, database programming, software development, revenue assurance, lead generation, and other various operational 

support services. CenterCom supports SurgePays as well as provides call center and operational support for various third-party 

clients. 

 

SurgePays acquired in January 2019 a 40% equity ownership of Centercom Global, S.A. de C.V. Anthony Nuzzo, a director and officer 

of SurgePays, has a controlling (50%) interest in CenterCom Global. 

 

True Wireless 

True Wireless (TW) is licensed to provide wireless services to qualifying low-income customers in five states. TW was originally 

acquired by SurgePays in December 2016. SurgePays sold TW in May 2021 and is no longer involved in its business. 

 

 

Exhibit 10: SurgePays’s LogicsIQ and CenterCom 

 
 

Source: Company reports. 
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Exhibit 11: SurgePays Wireless Solutions 

  

  

 

Source: Company reports. 
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Exhibit 12: SurgePays Wholesale Distribution Solutions 

 

 

Source: Company reports. 
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Exhibit 13: SurgePays Product and Network Strategy 

 

 

 

Source: Company reports. 

 

 



 SURG: SurgePays, Inc. 
 

 
 
 

January 24, 2022 Ascendiant Capital Markets, LLC P a g e  19 

 

 

SurgePays’s long-term goal is to become a top provider of goods and services to independently owned retail stores across the country. 

It is pursuing the following key business and product strategies: 

 

 Driving organic growth and acquisitions to its portfolio of distribution and underbanked products.  

 Expanding its in-house sales as well as Independent Sales Organizations teams to drive retail growth. 

 Developing, maintaining, and expanding its nationwide network of retail stores.  

 Pursuing additional opportunistic capital raising and capital unlocking opportunities. 

 Continuing to explore and execute prospective partnering or distribution opportunities.  

 Identifying unique market opportunities that increase cash flow and shareholder value. 

 

 

Exhibit 14: SurgePays Growth Strategy 

 

     

Source: Company reports. 
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FINANCIALS 
 

SurgePays’s fiscal year ends on December 31. We expect its next earnings report (for Q4 2021 ending December) to be in mid-March. 

In November 2021, the company effected a 1-for-50 reverse stock split as well as uplisted its stock listing to the Nasdaq Capital 

Market. 

 
 

Exhibit 15: SurgePays Historical Financials  

 

 

Source: Company reports and Ascendiant Capital Markets estimates. 

 

 

Recent Results (fiscal Q3 ending September 2021) 

 

SurgePays had strong revenue growth in Q3. In its Q3 2021 report (on November 16, 2021), the company reported revenues of $15 

million and net loss was $1.7 million. Revenue was +14% (y-o-y) due to strong growth in its EBB and LogicsIQ businesses, which more 

than offset weakness in its ECS business. Operating expenses were $2.3 million, down slightly from Q2’s $2.7 million. Q3 EPS was 

$(0.51), compared with Q3 2020 EPS of $(1.09). 

 

The company does not provide specific quarterly financial guidance, but we believe that the company should continue to have high 

growth as it expands its products, customers, and technologies in 2022. We have modeled solid revenue growth next year in 2022 

after a small decline in 2021 (due to pandemic issues), primarily driven by its EBB and LogicsIQ businesses. The company has recently 

(on January 11, 2022) reported very strong Q4 revenues for its EBB program of ~$6.0 million, which is up significantly from Q3 

revenues of ~$1.2 million. SurgePays’s mobile  broadband  business has  gone  from  zero  to  nearly  $3 million  in monthly  revenue  

in  less  than  six  months (when the program originally launched in August 2021). SurgePays expects strong EBB growth in 2022 with 

a goal of achieving over 200,000 subscriber activations (up from 30,000 subscribers at the end of December 2021). 

 

For 2021, we expect revenues of $50 million (-8% y-o-y) and net loss of $7 million and EPS of $(1.47). For 2022, we expect revenue 

of $60 million (+20% y-o-y) and net income of ~$0.3 million and EPS of $0.02. 

 

  

FYE Dec 31

(in millions except EPS) 2018A 2019A 2020A 2021E 2022E

Total Revenue 15.2      25.7      54.4      50.0      60.0      

Growth % (y/y) 69% 111% -8% 20%

Operating income (loss) (1.5)      (7.8)      (10.1)     (4.2)      1.1        

Net income (pro forma) (1.5)      (8.4)      (10.7)     (7.2)      0.3        

EPS (0.94)$   (4.39)$   (5.02)$   (1.47)$   0.02$    

EBITDA (1.2)      (7.2)      (8.6)      (3.3)      1.7        
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Exhibit 16: Q3 2021 and Recent Corporate Highlights 

 

  

Source: Company reports. 

 
 

Exhibit 17: Growth in Mobile Broadband Subscribers (as reported on January 11, 2022) 

 

Source: Company reports. 
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Exhibit 18: Revenue By Segment 

 
 

Source: Company reports. 

 

 

We believe that the biggest potential variable and challenge to our financial model is the ability of the company to successfully 

develop, market, and grow its EBB, LogicsIQ, and ECS platforms. It is these businesses that have the highest potential for growth. If 

the company can make significant progress towards these goals, then revenue and earnings will likely be able to grow significantly. 

However, if the company has difficulties in making progress towards these goals, then revenue and profitability may not be achieved 

or will likely grow at a moderate rate or even not at all. 

 

The company’s balance sheet is solid with an estimated ~$19 million in cash and $11 million in debt as of December 2021. In 

November (its just completed Q4), the company raised $20 million (selling 4.6 million shares at $4.30/share). We believe the company 

has enough cash for its near term operational and strategic plans. 

 

 

Exhibit 19: SurgePays Financial Metrics 

  

Source: Company reports and Ascendiant Capital Markets estimates. 

2018 2019 Mar-20 Jun-20 Sep-20 Dec-20 2020 Mar-21 Jun-21 Sep-21

Fiscal Year End: December 31 FY-A FY-A Q1A Q2A Q3A Q4A FY-A Q1A Q2A Q3A

Revenue By Segments

ECS 10.8      9.7        9.1        8.3        7.8        34.9      6.9        6.3        5.8        

LogicsIQ, Inc. 0.4        7.2        5.5        4.5        3.7        2.8        16.4      3.4        4.5        7.5        

Surge Pays, Inc.

True Wireless 12.8      3.4        0.3        0.8        0.7        0.6        2.4        0.6        0.5        

Surge Blockchain, LLC 1.0        4.2        0.3        0.2        0.1        (0.1)       0.5        0.0        0.0        1.3        

Other 1.0        0.1        0.2        0.2        

Totals 15.2      25.7      15.8      14.5      12.8      11.3      54.4      11.0      11.4      14.5      

Recent Share Price (1/21/22) 3.07$          

52-Weeks Share Price (Low - High) $1.76 - 28.50

Shares Outstanding 12 million

Market Capitalization $37 million

Enterprise Value $29 million

Cash (12/31/21) est. $19 million

Debt (12/31/21) est. $11 million

2020A Revenue $54 million

2020A Net loss $11 million

2020A EPS (5.02)$         

2021E Revenue $50 million

2021E Net loss $7 million

2021E EPS (1.47)$         
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FINANCIAL MODEL 

 

 

 

 

   

 
  

SurgePays Inc.
Income Statement ($ mils) 2018 2019 Mar-20 Jun-20 Sep-20 Dec-20 2020 Mar-21 Jun-21 Sep-21 Dec-21 2021 Mar-22 Jun-22 Sep-22 Dec-22 2022

Fiscal Year End: December 31 FY-A FY-A Q1A Q2A Q3A Q4A FY-A Q1A Q2A Q3A Q4E* FY-E Q1E Q2E Q3E Q4E FY-E

Total Revenue 15.244 25.743 15.788 14.515 12.802 11.302 54.407 10.989 11.378 14.538 13.054 49.959 14.286 14.791 15.265 15.665 60.007

Cost of Revenues 8.570 20.305 15.059 14.382 11.216 11.281 51.938 9.857 10.051 12.635 11.226 43.770 12.143 12.425 12.670 12.845 50.083

Gross Profit 6.674 5.437 0.729 0.133 1.586 0.021 2.469 1.132 1.327 1.903 1.828 6.189 2.143 2.367 2.595 2.820 9.924

Depreciation and amortization 0.150 0.227 0.265 0.304 0.306 0.297 1.173 0.218 0.218 0.000

Selling, general and administrative8.060 12.978 3.229 3.861 2.905 1.447 11.441 3.022 2.736 2.279 2.089 10.126 2.286 2.219 2.137 2.193 8.835

Restructuring and other 0.000 0.000 0.000

Total operating expenses 8.209 13.206 3.494 4.165 3.211 1.744 12.614 3.240 2.736 2.279 2.089 10.344 2.286 2.219 2.137 2.193 8.835

Operating income (loss) (1.535) (7.768) (2.765) (4.032) (1.625) (1.723) (10.146) (2.108) (1.410) (0.376) (0.261) (4.155) (0.143) 0.148 0.458 0.627 1.090

Interest income (expense) (0.140) (0.227) (0.483) (0.701) (1.164) (1.036) (3.384) (1.304) (2.097) (1.237) (0.208) (4.845) (0.210) (0.210) (0.210) (0.210) (0.839)

Other income (expense) 0.217 (0.452) 0.191 2.308 0.287 0.022 2.808 (1.403) 3.292 (0.045) 0.000 1.844 0.000 0.000 0.000 0.000 0.000

Income before income taxes (1.459) (8.447) (3.057) (2.425) (2.502) (2.737) (10.722) (4.815) (0.214) (1.658) (0.469) (7.156) (0.353) (0.062) 0.248 0.417 0.251

Income taxes 0.082 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Net income (loss) (1.541) (8.447) (3.057) (2.425) (2.502) (2.737) (10.722) (4.815) (0.214) (1.658) (0.469) (7.156) (0.353) (0.062) 0.248 0.417 0.251

Nonrecurring/noncash adjustments 0.000 0.000 0.000

Net income (pro forma) (1.541) (8.447) (3.057) (2.425) (2.502) (2.737) (10.722) (4.815) (0.214) (1.658) (0.469) (7.156) (0.353) (0.062) 0.248 0.417 0.251

EBITDA (1.228) (7.156) (2.436) (3.631) (1.205) (1.320) (8.592) (1.764) (1.218) (0.201) (0.098) (3.281) 0.020 0.311 0.621 0.790 1.743

Shares, Basic 1.6     1.9     2.1     2.1     2.3     2.4     2.1      2.6     3.1     3.3     10.5   4.9     12.2   12.5   12.8   13.1   12.7   

Shares, Diluted 1.6     1.9     2.1     2.1     2.3     2.4     2.1      2.6     3.1     3.3     10.5   4.9     12.2   12.5   12.8   13.1   12.7   

EPS Basic (pro forma) ($0.94) ($4.39) ($1.47) ($1.14) ($1.09) ($1.15) ($5.02) ($1.85) ($0.07) ($0.51) ($0.04) ($1.47) ($0.03) ($0.00) $0.02 $0.03 $0.02

EPS Diluted (pro forma) ($0.94) ($4.39) ($1.47) ($1.14) ($1.09) ($1.15) ($5.02) ($1.85) ($0.07) ($0.51) ($0.04) ($1.47) ($0.03) ($0.00) $0.02 $0.03 $0.02

Margins

Gross margin 44% 21% 5% 1% 12% 0% 5% 10% 12% 13% 14% 12% 15% 16% 17% 18% 17%

Selling, general and administrative53% 50% 20% 27% 23% 13% 21% 27% 24% 16% 16% 20% 16% 15% 14% 14% 15%

Operating margin -10% -30% -18% -28% -13% -15% -19% -19% -12% -3% -2% -8% -1% 1% 3% 4% 2%

Tax rate, GAAP -6% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Net margin -10% -33% -19% -17% -20% -24% -20% -44% -2% -11% -4% -14% -2% 0% 2% 3% 0%

Y/Y % change

Total Revenue 69% 111% -30% -22% 14% 16% -8% 30% 30% 5% 20% 20%

Gross margin -19% -55% 55% 898% 20% 8673% 151% 89% 78% 36% 54% 60%

Selling, general and administrative 61% -12% -6% -29% -22% 44% -11% -24% -19% -6% 5% -13%

Operating income (loss) 406% 31% -24% -65% -77% -85% -59% -93% -110% -222% -340% -126%

Net income (loss) 448% 27% 58% -91% -34% -83% -33% -93% -71% -115% -189% -104%

EPS Diluted (pro forma) 365% 14% 26% -94% -53% -96% -71% -98% -93% -104% -171% -101%

Source: Company reports and Ascendiant Capital Markets estimates. *Reflects a 1-for-50 reverse stock split in November 2021.
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SurgePays Inc.
Balance Sheet ($ mils) Dec-18 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22

Fiscal Year End: December 31 Q4A Q4A Q1A Q2A Q3A Q4A Q1A Q2A Q3A Q4E Q1E Q2E Q3E Q4E

Assets

Cash and cash equivalents 0.445 0.346 0.439 0.340 0.421 0.674 1.602 0.575 0.636 18.773 18.769 18.837 19.205 19.716

Short term investments 0.015 0.015 0.015 0.000 0.000 0.000 0.000 0.000

Accounts receivable, net 0.207 3.056 3.733 0.815 0.337 0.180 0.489 0.592 1.668 1.450 1.587 1.643 1.696 1.741

Lifeline revenue due from USAC 0.851 0.061 0.210 0.233 0.223 0.213 0.222

Inventory 1.357 0.103 0.177 0.178 0.234 0.175 0.502 0.502 0.502 0.502 0.502 0.502

Deferred income taxes 0.000 0.000 0.000 0.000 0.000

Prepaid expenses and other 0.201 0.097 0.060 0.032 0.039 0.006 0.006 0.006 0.035 0.031 0.143 0.148 0.153 0.157

Total current assets 3.060 3.575 4.457 1.537 1.197 1.251 2.554 1.349 2.840 20.757 21.002 21.131 21.555 22.115

Property and equipment, net 0.031 0.295 0.259 0.243 0.250 0.237 0.224 0.229 0.217 0.217 0.217 0.217 0.217 0.217

Note receivable 0.177 0.177 0.177 0.177 0.177 0.177 0.177

Intangibles, net 0.065 4.769 4.984 4.695 4.406 4.126 3.924 3.760 3.597 3.597 3.597 3.597 3.597 3.597

Goodwill 0.867 0.867 0.867 0.867 0.867 0.867 0.867 0.867 0.867 0.867 0.867 0.867 0.867 0.867

Investment in Centercom 0.204 0.236 0.349 0.457 0.415 0.341 0.390 0.411 0.411 0.411 0.411 0.411 0.411

Deferred income tax 0.000 0.000 0.000 0.000 0.000

Other 0.061 0.277 0.519 0.473 0.481 0.430 0.881 0.614 0.522 0.522 0.522 0.522 0.522 0.522

Total assets 4.084 9.986 11.322 8.165 7.658 7.325 8.790 7.386 8.631 26.547 26.792 26.921 27.346 27.906

Liabilities and stockholders’ equity

Accounts payable and accrued expenses3.104 3.638 5.403 5.266 5.480 5.590 4.463 5.801 4.159 3.735 4.143 4.289 4.427 4.543

Accounts payable and accrued expenses - related party0.150 0.999 1.253 1.546 1.700 1.754 1.604 0.449 2.294 2.060 2.286 2.367 2.442 2.506

Credit card liability 0.395 0.449 0.388 0.384 0.378 0.383 0.382 0.000 0.000 0.000 0.000 0.000

Deferred revenue 0.050 0.685 0.317 0.443 0.725 0.566 0.236 0.236 0.236 0.236 0.236 0.236

Deferred income tax 0.000 0.000 0.000 0.000 0.000

Warrant liabilities 0.051 0.191 1.362 1.449 1.415 1.358 2.729 1.459 1.568 1.568 1.568 1.568 1.568 1.568

Other 0.070 0.129 0.170 0.123 0.050 0.211 0.235 0.098 0.068 0.068 0.068 0.068 0.068 0.068

Short term debt 0.972 1.649 1.350 1.977 2.948 5.566 4.835 5.257 2.919 3.000 3.000 3.000 3.000 3.000

Total current liabilities 4.792 7.054 10.611 11.062 11.971 15.304 14.974 13.629 11.243 10.666 11.300 11.527 11.741 11.920

Deferred income taxes 0.000 0.000 0.000 0.000 0.000

Warrant liabilities 0.000 0.000 0.000 0.000 0.000

Other long term liabilities 0.601 0.990 1.219 1.212 1.236 1.010 1.433 0.454 0.447 0.447 0.447 0.447 0.447 0.447

Deferred revenue 0.000 0.000 0.000 0.000 0.000

Long term debt 0.680 6.642 6.369 2.854 3.360 1.737 2.773 2.633 7.486 7.486 7.486 7.486 7.486 7.486

Total other liabilities 1.281 7.632 7.588 4.066 4.596 2.747 4.207 3.088 7.933 7.933 7.933 7.933 7.933 7.933

Preferred stock 0.014 0.014 0.014 0.014 0.014 0.014 0.014 0.014 0.014 0.014 0.014 0.014 0.014 0.014

Common stock 0.088 0.102 0.105 0.113 0.116 0.127 0.153 0.162 0.003 (0.033) (0.070) (0.107) (0.143) (0.180)

Additional paid-in capital 0.334 6.055 6.932 9.264 9.817 10.725 15.850 17.115 17.804 17.804 17.804 17.804 17.804 17.804

Retained earnings (2.424) (10.871) (13.928) (16.353) (18.855) (21.592) (26.408) (26.622) (28.367) (28.836) (29.189) (29.251) (29.002) (28.586)

Accumulated other comprehensive income 19.000 19.000 19.000 19.000 19.000

Total stockholders’ equity (1.988) (4.700) (6.877) (6.963) (8.908) (10.726) (10.391) (9.331) (10.546) 7.948 7.559 7.461 7.672 8.052

Total stockholders’ equity and liabilities4.084 9.986 11.322 8.165 7.658 7.325 8.790 7.386 8.631 26.547 26.792 26.921 27.346 27.906

Balance Sheet Drivers
Dec-18 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22

Q4A Q4A Q1A Q2A Q3A Q4A Q1A Q2A Q3A Q4E Q1E Q2E Q3E Q4E

Prepaid as % of total rev 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 1% 1% 1% 1%

A/P and accrued exp as % of total rev 20% 14% 34% 36% 43% 49% 41% 51% 29% 29% 29% 29% 29% 29%

A/P and accrued exp related as % of total rev1% 4% 8% 11% 13% 16% 15% 4% 16% 16% 16% 16% 16% 16%

  Activity Ratios

A/R Days Sales Outstanding 1 11 21 5 2 1 4 5 10 10 10 10 10 10

  Book & Cash Value (per share)

Book Value per Share (diluted) -$1.22 -$2.44 -$3.31 -$3.28 -$3.88 -$4.51 -$3.99 -$3.02 -$3.23 $0.76 $0.62 $0.60 $0.60 $0.61

Cash per Share (diluted) $0.27 $0.19 $0.22 $0.17 $0.18 $0.28 $0.62 $0.19 $0.19 $1.79 $1.54 $1.51 $1.50 $1.51

Net cash per Share (diluted) -$0.74 -$4.12 -$3.50 -$2.11 -$2.57 -$2.79 -$2.31 -$2.37 -$2.99 $0.79 $0.68 $0.67 $0.68 $0.70

Source: Company reports and Ascendiant Capital Markets estimates
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SurgePays Inc.
Cash Flow Statement ($ mils) 2018 2019 Mar-20 Jun-20 Sep-20 Dec-20 2020 Mar-21 Jun-21 Sep-21 Dec-21 2021 Mar-22 Jun-22 Sep-22 Dec-22 2022

Fiscal Year End: December 31 FY-A FY-A Q1A Q2A Q3A Q4A FY-A Q1A Q2A Q3A Q4E FY-E Q1E Q2E Q3E Q4E FY-E

Cash flow from operating activities

Net income (1.541) (8.447) (3.057) (2.425) (2.502) (2.737) (10.722) (4.815) (0.214) (1.658) (0.469) (7.156) (0.353) (0.062) 0.248 0.417 0.251

Depreciation 0.150 0.227 0.265 0.304 0.307 0.297 1.173 0.218 0.180 0.181 0.200 0.779 0.200 0.200 0.200 0.200 0.800

Amortization 0.056 0.047 0.046 0.054 0.051 0.197 0.065 0.028 0.030 0.123 0.000

Debt related amortization expense 0.069 0.345 0.452 0.621 0.599 2.017 0.704 0.647 0.657 2.008 0.000

Dividend 0.000 0.000 0.000

Stock comp 0.158 0.330 0.017 0.051 0.060 0.055 0.183 0.062 (0.016) (0.037) (0.037) (0.028) (0.037) (0.037) (0.037) (0.037) (0.147)

Deferred rent 0.000 0.000 0.000

A/R and inventory reserves 0.978 1.750 1.750 0.000 0.000

Deferred income taxes 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Change in fair value of warrant liability0.004 (0.004) 0.348 (0.045) (0.180) (0.135) (0.011) 1.471 (0.646) 0.203 1.028 0.000

Writedowns and impairments 0.000 0.000 0.000

Other gains/losses 0.016 0.450 (0.615) (2.212) 0.017 (0.046) (2.856) (0.128) (2.584) (0.116) (2.828) 0.000

Other (0.038) 0.000 0.000 0.000

Changes in operating assets and liabilities:

Accounts receivable (0.103) (3.600) (0.677) 2.919 0.478 (1.573) 1.147 (0.309) (0.103) (1.075) 0.217 (1.270) (0.137) (0.056) (0.053) (0.044) (0.290)

Lifeline revenue due from USAC 0.320 0.790 (0.149) (0.023) 0.010 0.010 (0.152) (0.009) 0.115 0.106 0.000

Inventory (0.837) 1.357 (0.103) (0.075) (0.001) (0.178) (0.056) (0.016) (0.327) (0.398) 0.000

Prepaid expenses & other current assets0.040 (0.086) 0.037 0.028 (0.006) 0.033 0.091 (0.001) 0.000 (0.029) 0.004 (0.026) (0.111) (0.005) (0.005) (0.004) (0.125)

Income tax 0.000 0.000 0.000

Other assets (0.097) 0.049 0.066 (0.061) 0.005 (0.001) 0.001 0.061 0.000 0.061 0.000 0.000 0.000 0.000 0.000

Accounts payable 0.925 1.474 1.790 0.182 0.498 0.418 2.887 (0.851) 1.370 0.187 (0.425) 0.282 0.408 0.147 0.137 0.116 0.808

Accrued expenses 0.000 (0.234) (0.234) 0.226 0.081 0.076 0.064 0.447

Deferred revenue (0.172) (0.050) 0.685 (0.368) (0.317) 0.405 0.405 0.282 (0.159) (0.330) (0.208) 0.000

Other liabilities 0.120 (0.088) (0.145) 0.006 (0.049) (0.075) (0.263) (0.068) (0.022) (0.037) 0.000 (0.127) 0.000 0.000 0.000 0.000 0.000

Net cash (used in) provided by operating activities(1.016) (6.533) (1.044) (1.187) (1.147) (0.948) (4.326) (3.435) (1.420) (2.289) (0.744) (7.888) 0.197 0.268 0.567 0.712 1.743

Cash flow from investing activities

Purchases of property and equipment(0.332) (0.228) (0.003) 0.000 (0.001) (0.002) (0.007) (0.003) (0.043) (0.005) (0.200) (0.251) (0.200) (0.200) (0.200) (0.200) (0.800)

Purchases of short-term investments(0.190) (0.015) 0.015 0.015 0.000 0.000

Acquisitions 0.244 0.210 0.000 (0.325) (0.325) 0.000

Other 0.000 0.000 0.000

Net cash used in investing activities(0.278) (0.032) (0.003) 0.000 0.014 (0.002) 0.008 (0.003) (0.369) (0.005) (0.200) (0.577) (0.200) (0.200) (0.200) (0.200) (0.800)

Cash flow from financing activities

Issuance of debt 3.112 4.217 1.350 1.410 1.280 1.022 5.061 4.323 0.868 2.418 0.081 7.691 0.000 0.000 0.000 0.000 0.000

Repayment of debt (2.648) (0.961) (0.361) (0.377) (0.065) (0.181) (0.984) (1.467) (0.107) (0.063) (1.637) 0.000

Issuance of stock 3.211 0.150 0.055 0.000 0.364 0.569 1.510 0.000 1.510 0.000 0.000 0.000 0.000 0.000

Proceeds from stock option exercises 0.000 0.000 0.000

Other 0.000 19.000 19.000 0.000

Dividends and distributions 0.000 0.000 0.000

Cash provided by (used in) financing activities0.464 6.467 1.140 1.088 1.215 1.204 4.646 4.366 0.761 2.355 19.081 26.564 0.000 0.000 0.000 0.000 0.000

Effect of exchange rate on cash 0.000 0.000 0.000

Net increase (decrease) in cash and equivalents(0.830) (0.099) 0.093 (0.099) 0.082 0.253 0.328 0.928 (1.028) 0.061 18.137 18.099 (0.003) 0.068 0.367 0.512 0.943

Beginning cash and equivalents 1.274 0.445 0.346 0.439 0.340 0.421 0.346 0.674 1.602 0.575 0.636 0.674 18.773 18.769 18.837 19.205 18.773

Ending cash and equivalents 0.445 0.346 0.439 0.340 0.421 0.674 0.674 1.602 0.575 0.636 18.773 18.773 18.769 18.837 19.205 19.716 19.716

Source: Company reports and Ascendiant Capital Markets estimates



   SURG: SurgePays, Inc. 
 
 
 
 

January 24, 2022 Ascendiant Capital Markets, LLC P a g e  26 

 

ANALYST CERTIFICATION 
Each analyst hereby certifies that the views expressed in this report reflect the analyst’s personal views about the subject securities 
or issuers. Each analyst also certifies that no part of the analyst’s compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed in this report. The analyst who prepared this report is compensated based upon 
the overall profitability of Ascendiant Capital Markets, LLC, which may, from time to time, include the provision of investment 
banking, financial advisory and consulting services. Compensation for research is based on effectiveness in generating new ideas for 
clients, performance of recommendations, accuracy of earnings estimates, and service to clients. 

 

SurgePays, Inc.  

 Ascendiant Capital Markets, LLC has not received compensation for advisory or investment banking services from the 
company in the past 12 months. 
 

IMPORTANT DISCLOSURES 
This report has been distributed by Ascendiant Capital Markets, LLC and is for the sole use of our clients. This report is based on 
current public information that we consider reliable, but we do not represent it is accurate or complete, and it should not be relied 
on as such. This report contains information from various sources, including United States government publications, The Wall Street 
Journal and other periodicals, Yahoo! Finance and other sources, and is for informational purposes only and is not a recommendation 
to trade in the securities of the companies mentioned within the report. We seek to update our research and recommendations as 
appropriate, but the large majority of reports are published at irregular intervals as we consider appropriate and, in some cases, as 
constrained by industry regulations. 
 
We may have a business relationship with companies covered in this report. Ascendiant Capital Markets, LLC may make a market in 
the securities of the subject company. We and our affiliates, officers, directors, and employees will from time to time have long or 
short positions in, act as principal in, and buy or sell, the securities or derivatives (including options and warrants) thereof of covered 
companies referred to in this report. This report is not an offer to sell or the solicitation of an offer to buy any security in any 
jurisdiction where such an offer or solicitation would be illegal. It does not constitute a personal recommendation or take into account 
the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any 
information in this report is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax 
advice. The price and value of the investments referred to in this report may fluctuate. 

Following are some general risks that can adversely impact future operational and financial performance and share price valuation: 
(1) industry fundamentals with respect to legislation, mandates, incentives, customer demand, or product pricing; (2) issues relating 
to competing companies or products; (3) unforeseen developments with respect to management, financial condition or accounting 
policies or practices; or (4) external factors that affect the interest rates, currency, the economy or major segments of the economy. 
Past performance is not a guide to future performance, future returns are not guaranteed, and loss of original capital may occur. 
Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable 
for all investors. Our report is disseminated primarily electronically, and, in some cases, in printed form. The information contained 
in this report is not incorporated into the contents of our website and should be read independently thereof. Copyright Ascendiant 
Capital Markets, LLC. No part of this material may be copied, photocopied or duplicated by any means or redistributed without the 
prior written consent of Ascendiant Capital Markets, LLC. 

Risks & Considerations 

Risks to attainment of our share price target include balance sheet/liquidity risks, technological and retail changes, customer demand 
for fintech and retail technologies, investor sentiment for investing in technology stocks, consumer sentiment and industry growth 
for retail and technology companies, competition, changing macroeconomic factors, and changes in government regulations. 

Ascendiant Capital Markets, LLC Rating System 

BUY: We expect the stock to provide a total return of 15% or more within a 12-month period. 

HOLD: We expect the stock to provide a total return of negative 15% to positive 15% within a 12-month period. 

SELL: We expect the stock to have a negative total return of more than 15% within a 12-month period. 

Total return is defined as price appreciation plus dividend yield. 
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Ascendiant Capital Markets, LLC Rating System 

Prior to January 31, 2014, ASCM used the following rating system: 

Strong Buy:  We expect the stock to provide a total return of 30% or more within a 12-month period. 

Buy:                  We expect the stock to provide a total return of between 10% and 30% within a 12-month period. 

Neutral:            We expect the stock to provide a total return of between minus 10% and plus 10% within a 12-month period. 

Sell:                   We expect the stock to provide a total return of minus 10% or worse within a 12-month period. 

Speculative Buy: This rating is reserved for companies we believe have tremendous potential, but whose stocks are illiquid or 
whose equity market capitalizations are very small, often in the definition of a nano cap (below $50 million in 
market cap). In general, for stocks ranked in this category, we expect the stock to provide a total return of 50% 
or more within a 12-month period. However, because of the illiquid nature of the stock’s trading and/or the nano 
cap nature of the investment, we caution that these investments may not be suitable for all parties. 

Total return is defined as price appreciation plus dividend yield. 

Ascendiant Capital Markets, LLC Distribution of Investment Ratings (as of January 15, 2022) 

 

 

 

 

Other Important Disclosures 

Our analysts use various valuation methodologies including discounted cash flow, price/earnings (P/E), enterprise value/EBITDAS, 
and P/E to growth rate, among others. Risks to our price targets include failure to achieve financial results, product risk, regulatory 
risk, general market conditions, and the risk of a change in economic conditions. 

Dissemination of Research 

Ascendiant Capital Markets, LLC research is distributed electronically via the Thomson Reuters platforms, Bloomberg, Capital IQ and 
FactSet. Please contact your investment advisor or institutional salesperson for more information. 

General Disclaimer  

The information and opinions in this report were prepared by Ascendiant Capital Markets, LLC.  This information is not intended to 
be used as the primary basis of investment decisions and because of individual client objectives it should not be construed as advice 
designed to meet the particular investment needs of any investor.  This material is for information purposes only and is not an offer 
or solicitation with respect to the purchase or sale of any security.  The reader should assume that Ascendiant Capital Markets, LLC 
may have a conflict of interest and should not rely solely on this report in evaluating whether or not to buy or sell securities of issuers 
discussed herein.  The opinions, estimates, and projections contained in this report are those of Ascendiant Capital Markets, LLC as 
of the date of this report and are subject to change without notice.  Ascendiant Capital Markets, LLC endeavors to ensure that the 
contents have been compiled or derived from sources that we believe are reliable and contain information and opinions that are 
accurate and complete.  However, Ascendiant Capital Markets, LLC makes no representation or warranty, express or implied, in 
respect thereof, takes no responsibility for any errors and omissions contained herein, and accepts no liability whatsoever for any 
loss arising from any use of, or reliance on, this report or its contents.  Information may be available to Ascendiant Capital Markets, 
LLC, or its affiliates that is not reflected in this report.  This report is not to be construed as an offer or solicitation to buy or sell any 
security. 

 

 

   Investment Banking Services 

   Past 12 months 

Rating Count Percent Count Percent 

Buy 40 98% 16 40% 
Hold 0 0% 0 0% 
Sell 1 2% 0 0% 

Total 41 100% 16 39% 
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Additional Disclosures 

Ascendiant Capital Markets, LLC is a broker-dealer registered with the United States Securities and Exchange Commission (SEC) and 

a member of the FINRA and SIPC.  Ascendiant Capital Markets, LLC is not a Registered Investment Advisor nor is it an investment 

advisor registered with the Securities and Exchange Commission or with the securities regulators of any state, and at the present 

time is not eligible to file for federal registration. 


