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Rating: BUY

Ticker: SURG
Price: $1.78
Target: $8.50

(from $9.00)

SurgePays, Inc.

Q3 weak. Despite near term loss of ACP, we expect high growth potential
with Lifeline and new products over the long term. Lowering P/T to 58.50.

Q3 weak: SurgePays recently (on November 12) reported its fiscal Q3 2024
(ending September) results. Revenue was S5 million (-86% y-o-y), compared to
our estimates of $7 million and consensus of $9 million. EPS was $(0.73),
compared to our estimates of $(0.20) and consensus of $(0.27). There was no
Q3 guidance.

Lower revenue due to end of ACP: The company was significantly negatively
affected by the end of the ACP program in May.

ACP growth but program has now stopped: The company had ~250,000
subscribers to its mobile wireless program (Affordable Connectivity Program
("ACP")). Each subscriber is $30/month of revenue with 60% gross margins.
However, funding for ACP has now ran out and it is uncertain when it will be
reinstated.

ACP uncertainty but likely to return: The ACP stopped accepting new
applications for enrollment in February and announced on June 1, 2024 that
the ACP has ended due to running out of funding. We believe this important
program will be extended but have modeled for significantly uncertainty for
when it will be reinstated or for delays.

No 2024 guidance: The company did not provide 2024 guidance.

Lowering 2024 estimates: We are lowering our 2024 estimates for revenue to
$58 million, from $63 million, and for EPS to $(1.64) from $(1.00).

Focused on large growth opportunities: The company is targeting the
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)) for the needs of store customers nationwide.

Now offering Lifeline: In October 2024, SurgePays announced that it has
signed a Master Services Agreement (MSA) with TerraCom, Inc. to provide
Lifeline services. The company already has gotten 70,000 customers in the
Lifeline program and believes it can exceed its ACP subscribers over time.
Strong growth potential in wireless: The company plans to focus on its LinkUp
Mobile prepaid wireless brand which benefits from its convenience store
distribution partners which should improve growth, profitability, and
customer loyalty. The company recently signed a major agreement with AT&T
to offer a full range of mobile wireless, voice, data and messaging services on
the nation's largest wireless network.

Large market potential: There are ~100 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 products.
Positive risks versus rewards: We believe the demand for SurgePays’s retail
and fintech products and services will grow fueled by continued strong
industry growth and increased product offerings. We believe the stock is
significantly undervalued especially when ACP returns as we expect.
Valuation attractive: We are maintaining our BUY rating, but lowering our 12-
month price target to $8.50 from $9.00, which is ~12x our 2026 EPS estimate
of $0.70 and is based on its long term earnings growth rate. This represents
significant upside from the current share price and we believe this valuation
appropriately balances out the company’s risks with the company’s high
growth prospects and large upside opportunities.

United States

Company Description

SurgePays, based in Bartlett, TN, is a technology company that offers retail,
telecom, and fintech products for retailers in the underbanked community.
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OVERVIEW

e  SurgePays recently (on November 12) reported its fiscal Q3 2024 (ending September) results.

e  Revenue was S5 million (-86% y-0-y), compared to our estimates of $7 million and consensus of $9 million.

e  EPSwas $(0.73), compared to our estimates of $(0.20) and consensus of $(0.27).

e  There was no Q3 guidance.

e The company did not provide 2024 guidance.

e  We are lowering our 2024 estimates for revenue to $58 million, from $63 million, and for EPS to $(1.64) from $(1.00).
e  We are maintaining our 2025 revenue estimate of $75 million, but lowering it for EPS to $(0.16) from $0.16.

ADDITIONAL DETAILS

e Gross profit for the quarter was $(8) million, compared with our estimate of ~$0 million.
e  Gross margin for the quarter was -164%, versus our expectation of 5% and 31% last year.
e  Operating expenses were $6 million, versus our expectation of $5 million.

e  Operating loss was $(14.3) million, versus our expectation of a loss of $(4.8) million.

e Net loss was $(14.3) million, versus our expectation of a loss of $(3.9) million.

e In February 2021, the company filed a Form S-1 registration statement with the SEC for the planned sale of ~25% of LogicslQ
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. In November 2023, the company announced
that it was winding down (closing) LogicsIQ but has recently announced that it is currently reevaluating its options.

e InApril 2022, the company announced the acquisition of Torch Wireless, a provider of wireless broadband with the FCC’s
Affordable Connectivity Program (ACP) in a cash and limited royalties deal. The purchase price was ~$800,000.

e InJanuary 2024, the company announced the acquisition of the software development and point-of-sale (“POS”) equipment
and operations of DNR Business Solutions Inc. d/b/a ClearLine Mobile for $2.5 million in cash and notes.

e In October 2024, SurgePays announced that it has signed a Master Services Agreement (MSA) with TerraCom, Inc., a wireless
service provider and licensed Lifeline provider, to provide Lifeline services. SurgePays and TerraCom have agreed to finalize a
stock purchase agreement to acquire the majority of TerraCom stock, subject to regulatory approval. Terms were not
disclosed.

The company’s balance sheet had $24 million in cash and $4 million in debt, compared with $38 million in cash and $5 million in debt
at the end of June.

December 14, 2024 Ascendiant Capital Markets, LLC Page 2
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Exhibit 1: SurgePays Overview

SurgePays is a technology and telecom company focused on underbanked and underserved communities

u : TORCH
@S rgePhone zy g

SurgePhone & Torch Wireless Prepaid Top-ups
Wireless subsidiaries providing subsidized Financial empowerment for those without
service to 250k+ subscribers nationwide. checking accounts or credit cards. Technology-

250k+

Subscribers
SSurgePays

Source: Company reports.

layered platform enables clerks at 1,000s of
convenience stores to process payment "top-
ups” for every prepaid wireless company, load
prepaid debit cards, and activate gift cards.

Nasdaq: SURG

8,000+ 100+ Years

Locations Nationwide Management Experience

G

LinkUp Mobile

Lowest cost prepaid wireless brand in the
industry launched in 2024.

170+ Bartlett, Tennessee

Team Members Headquarters

Exhibit 2: SurgePays’s Affordable Connectivity Program (ACP)

SurgePhone + Torch Wireless

@SurgePhone' &T ORCH

SurgePhone and Torch Wireless are Mobile Virtual
Network Operators (MVNOSs) licensed by the FCC to
provide subsidized wireless services (Talk, Text &
Data) to over 250,000 subscribers.

Any household receiving government benefits such as
SNAP/Food Stamps, Medicaid, Veterans Pension, etc.
is eligible for free wireless service.

AFFORDABLE
HC CONNECTIVITY
PROGRAM

Helping Households Connect

&S SurgePays

Source: Company reports.

>

ACP is a government benefit
program supported by the FCC

Ensures affordability for qualified
participants

Supports connectivity for work,
school, healthcare, etc.
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Investment Highlights

Multi-Billion Dollar Growing Market Opportunity
Poised for significant growth in a fragmented market that grows
every year organically and through immigration’

Deep Value with Hyper-Growth

SurgePays strategically delivers crucial services to a market segment that
remains resilient in the face of inflation and recession, difficult economic
times increase addressable market size

Focus on Profitability
Strategic planning, full product suite development, and disciplined
execution yield competitive advantages with management effective ratios

Strong Capitalization Provides Flexibility
Paid off $19mm line of creditin 2023 from internally generated cashflows

World Class Leadership
Team, board, and advisors with extensive knowledge and experience
intelecom, prepaid, and fintech

Based on internal estimates

Source: Company reports.
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Exhibit 4: SurgePays Market Opportunity

Market Opportunity (

100+ Million Adults in the U.S. are Prepaid Customers'

Over 1/3 of the U.S. Population is Under or Unbanked?

The underbanked conduct the majority of financial
transactions at their trusted local convenience store
closest to their home. SurgePays utilizes these stores as
the points of distribution into these communities.

As we onboard stores to our fintech software platform, we
enable store clerks to perform transactions such as
prepaid wireless activation and payments, along with
reloading debit cards and other financially enabling
services to improve the daily lives of those without
traditional access to banks, credit and checking accounts.

SurgePays revenue is directly tied to how many essential

services we provide to those who need them most B Unbanked = Underbanked mBanked

68 Million Adults in the U.S. are Underbanked

* Residents of low-income neighborhoods visit c-stores five or more times per week due
to proximity, convenience, and a lack of other stores in the neighborhood?

+ Underbanked generally rely on local retailers to fill the financial services gap that leaves
many families operating on a cash basis

*  There are over 74,000,000 prepaid wireless subscribers in the U.S. with most paying for
service (top-up) in person®

Addressable = Many c-store distributors have been doing business the same way for over 100 years
and additionally do not serve Hispanic stores = primed for disruption

Market

* Hispanic population has increased to more than 63.6 million representing over 52 trillion in
consumer spending power?

* Enabling independently owned stores to provide underbanked financial services to their
community creates opportunities for upselling wholesale products

TONY'S |

Source: Company reports.

December 14, 2024 Ascendiant Capital Markets, LLC Page 5



SURG: SurgePays, Inc.

scendiont

CAPITAL MARKETS, LLC

Exhibit 5: SurgePays FinTech Suite

FinTech Suite|

SurgePays fintech platform utilizes a suite of financial and prepaid products to
convert corner stores and bodegas into tech-hubs for underbanked neighborhoods.

Dynamic Processing Solution Enables:

3 : A XBOX e
Spodliuaams. B = 0 :
T macrone B i T - NETFLIX o -
w ‘LS Web based Portal or Verifone Terminal

. [ - L & Domine's
T Mobile [ @ Munes
Wireless Plan Wholesale Sell Bitcoin Gift Cards Debit Card
Payments e-Commerce Reload
Platform

J =
'{ amazoncash % i - F
¢ | AR =2, .

Check Cashing Load Amazon Load iGaming Activate Prepaid Utility Bill Load Toll &
Software Cash Apps Wireless SIMs Payment Transit

Complementary Services Drive Revenue

Services Flywheel Powers Growth

ACP
Enroliments

LinkUp Mobile
Activations

Drive Wireless Subscriber Base

» Estimated 20% of transactions at C-stores are on Benefit Cards (EBT/WIC) in
lower-income areas’

» Seamless lead generation when customers utilize their EBT cards

» Effortless enrollment is facilitated through the "Surge Point of Sale’ tablet

» Create loyalty with the store and community = upsell LinkUp Mobile

Prepaid Top-ups = Underbanked Tech Hub

» Process prepaid top-ups for every wireless company in the country

»+ (Gather data on competitor plans and payment trends regionally to better
position LinkUp Mobile

+ Load debit cards and activate gift cards for cash consumers desiring digital
purchasing power

Expanded Products & Services

» Leveraging our distinct competitive edge, compelling owner-operated stores to
embrace our platform

= We are the only Prepaid wireless company that owns fts own prepaid platform.
\_/ We are the only prepaid top-up platform that owns its own prepaid wireless
company

|. HSA Consulting. https.//www.ws| com/articles/food-stamps-are-about-to-spoil-grocery-stores-outlook-2d8851d0

Source: Company reports.
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Exhibit 6: SurgePays Growth Strategy

2024 Growth Strategies

Services Flywheel Powers Growth

Organic

>

Successfully launch prepaid brand
Linkup Mobile

Upsell ACP customers (limit 1 per
household) to prepaid wireless
family plan

Build national sales team to
increase store count

Partner with distribution
companies with existing networks

While less than 50% of Hispanic
immigrants have bank accounts,
those crossing the border are not
banked with credit’

Growth Strategies

* Enable stores to provide a full suite of financial
services to the underbanked and underserved

Organic

Opportunistic Expansion

» Add complementary services
such as Telehealth, Digital
Payments & Streaming
acquisitions

» Acquire distributor networks with
existing footprint of
independently owned stores

» Pursue additional synergistic
acquisitions that achieve cost
savings and increased
efficiencies

S SurgePays

* Increase mobile broadband subscriber base

* Improve cash to digital conversion accessibility j

* Build national sales team to grow number of stores

Acquisitions

* Acquire distributor networks with an existing footprint of
independently owned stores to add to our national
network of community stores

* Acquire companies with complimentary products to add
to our suite of underbanked financial or prepaid products

Source: Company reports.

Over 8,000 Stores on the SurgePays Network

December 14, 2024
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Exhibit 7: LinkUp Mobile

LinkUp Mobile Link U?_|

Mobilese

Prepaid Wireless Brand

N Newly launched, lowest cost prepaid
= wireless brand

Substantial market of over 100 million
%} prepaid customers in the U.S., predominantly

using cash for their service payments

We are the only wireless company that
owns our payment platform at convenience
stores. This competitive advantage allows
us to offer the lowest cost prepaid wireless
service while paying the highest
commissions to store owners — the
ultimate influencers to these communities

0«

Source: Company reports.

Exhibit 8: End of ACP Program (May 31, 2024)

FCC BRINGS AFFORDABLE CONNECTIVITY PROGRAM TO A CLOSE

Absent Additional Congressional Funding, Chairwoman Rosenworcel Pens Lelter to
Congress Highlighting Progress That Will be Lost in Closing the Digital Divide

WASHINGTON, May 31, 2024—Federal Communications Commission Chairwoman Jessica
Rosenworcel today announced that due to a lack of additional Congressional funding, the agency
will officially end the Affordable Connectivity Program (ACP) on June 1, 2024. The agency had
already imposed an enrollment freeze in early February to help with the accurate forecasting of
funding exhaustion and to smooth the administration of the ACP’s end. During the ACP wind-
down process, Chairwoman Rosenworcel sent monthly letters to Congress stressing the
importance of the program and the need for additional funding to keep the program going. In a
new letter to Congress, Chairwoman Rosenworcel highlighted the nationwide need to support
low-income families who struggle to pay for high-speed internet service and outlined the steps the
Commission has taken to sofien the impact that the conclusion of the ACP will have on enrolled
households.

“The Affordable Connectivity Program filled an important gap that provider low-income
programs, state and local affordability programs, and the Lifeline program cannot fully address.”
said Chairwoman Rosenworcel. “The Commission is available to provide any assistance
Congress may need to support funding the ACP in the future and stands ready to resume the
program if additional funding is provided.”

Source: Federal Communications Commission.

December 14, 2024 Ascendiant Capital Markets, LLC Page 8
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Exhibit 9: Q3 2024 Results and Recent Highlights (as of November 12, 2024)

SurgePays Announces Third Quarter 2024 Financial Results
Migration of former ACP Subscribers to Lifeline Well Underway

BARTLETT. Tenn. . Nov. 12, 2024 /PRNewswire/ -- SurgePays, Inc. (Nasdagq: SURG) ("SurgePays” or the "Company’). a bridging critical financial and
connectivity gaps in underserved communities, today announced its financial results for the third quarter ended September 30, 2024 .

Management Commentary

Chairman and CEO Brian Cox commented on the quarter's results, "We anticipated a challenging third quarter, and we seized it as an opportunity
to reset, recalibrate, and accelerate. With every team member intensely focused, we're advancing toward becoming cash flow positive as quickly
as possible. We are aligning sales, integration, and strategy to generate new revenue streams across each of our business segments. This quarter
wasn't a setback but a setup, priming us for long-term. sustainable growth.

‘In the third quarter of 2024, SurgePays reported $4.8 million in sales, aligning with expectations for our first full quarter without Affordable
Connectivity Funding (ACP) since mid-2021. Our Mobile Virtual Network Operator (MVNO) revenue was $23,60g compared to $30.2 million in the
same quarter last year, reflecting the anticipated funding shift. Meanwhile, sales in our Prepaid Platform Services segment surged 69% to 547
million , showcasing significant growth momentum.

"Gross profit (exclusive of depreciation and amortization) swung to a $7.8 million loss in the third quarter from a $10.5 million profit in the year-ago
pericd due to our strategic decision to utilize our strong balance sheet to protect our previous ACP subscriber base and distribution network. \With
ACP funding ending. ourimmediate focus was on how to retain and preserve these hard-earned customers within the SurgePays ecosystem. We
chose to temporarily self-fund our MVYNO operations, prioritizing customer continuity while facilitating a seamless transition to Lifeline, another
government-subsidized program. By maintaining connectivity for our low-income customers, we made a socially responsible and strategic choice
that positions us well for potential long-term economic returns. We expect this decision to be both customer-centered and financially astute in the
long run]

"Our recent Master Services Agreement with TerraCom, Inc., a licensed Lifeline provider, represents a pivotal step. This partnership allows us to
migrate up to 280,000 subscribers to Lifeline, establishing a steady alternative subsidy channel In tandem, our sales teams are now actively
engaging new customers, reigniting growth initiatives, and leveraging our SurgePays platform's point-of-sale capabilities at convenience stores.
While ACP remains uncertain, our subsidized revenue channel is robustly supported by the Lifeline program. The team and platform built for ACP
is now enrolling thousands of Lifeline customers daily without distracting from our core business focus. This department has been overwhelmed
and has had to hire additional employees for the sales onboarding team. Our team has now enrolled over 70,000 customers in the Lifeline
program, and we believe our Lifeline subscribers potential can far outpace our highest ACP subscriber count.

"Meanwhile, our retail prepaid brand, LinkUp Mobile. has proved to be a mere significant opportunity than initially anticipated, and to capture
maximum market share. we moved decisively to secure a direct carrier connection. We anticipate this partnership will enable us to quickly
generate hundreds of thousands of new subscribers and establish LinkUp Mobile as a formidable presence in the prepaid space.

“Our SurgePays Prepaid Top-ups platform is experiencing exponential growth as a critical element in store readiness for LinkUp Mobile activations.
As a prerequisite to LinkUp activations, stores join our platform, which also facilitates prepaid reloads. This channel's monthly revenue growth has
surged nearly 400% in just five months, reaching over $2.2 million in monthly revenue — a trend we expect will continue as market demand
intensifies.

"Our ClearLine Peint of Sale (POS) SaaS platform is emerging as a high-potential asset within SurgePays. This advanced platform redefines the in-
store customer experience by transforming POS terminals and customer-facing screens into interactive engagement tools. ClearlLine's patent-
pending application supports in-store marketing campaigns, loyalty enrollment, and QR code interactions, effectively replacing traditional posters
with smart TVs for dynamic QR-code advertising and instant coupon redemptions. By enhancing revenue per store and elevating customer
satisfaction. ClearLine offers retailers acticnable insights, driving growth and loyalty. Following years of development, ClearLine is now ready for
market deployment, and as it gains traction, we anticipate it will contribute meaningfully to consclidated revenues by Q1 2025.

“While we continue investing across our four business channels, we're also laying a robust foundation for rapid, sustainable growth. Recently, we
opened a dedicated sales and operations center in EL Salvador , a project over a year in the making and a strategic move in anticipation of growth
across all our verticals. Nearly 100 experienced team members, previously outsourced. are now full-time SurgePays employees, bringing
continuity and expertise essential for our ambiticus expansion and product launches.

This new facility marks a pivotal evelution from our longstanding outsourcing strategy, which enhances customer relationships and maximizes
sales opportunities.

"At SurgePays, we're driven by four pillars of success: team, product, distribution. and funding. With what | believe is the most seasoned team in
prepaid wireless, a market-leading product suite, proprietary distribution channels, and $24 million in cash. cash equivelants, and investments as
of September 30, 2024 . we're positioned to execute cur growth strategy with precision. Over the next few months. we expect each of our four
business segments to create a momentum that drives continuous growth and improvement, generating synergistic and scalable recurring
revenue.

Source: Company reports.
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Exhibit 10: SurgePays, Inc. Stock Price (5-Years)
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Source: https://bigcharts.marketwatch.com/

Exhibit 11: Consensus Expectations (as of November 12, 2024)

Revenue (mils) EPS
2024E 2025E 2024E 2025E
Q1 Mar $31A Q1 Mar $0.07A
Q2 Jun $15A Q2 Jun $(0.66)A
Q3 Sep $9E Q3 Sep $(0.27)E
Q4 Dec $11E Q4 Dec $(0.23)E
Total $60E $59E Total $(1.11)E $(0.09)E

*Quarterly estimates may not add to annual estimates due to variations in contributing estimates and rounding.

Source: Company report, LSEG, and Ascendiant Capital Markets estimates
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FINANCIAL MODEL

SurgePays Inc.
Income Statement ($ mils)  [Mar-22 Jun-22 Sep-22 Dec-22[ 2022 |Mar-23 Jun-23 Sep-23 Dec-23[ 2023 [Mar-24 Jun-24 Sep-24 Dec-24[ 2024 [Mar-25 Jun-25 Sep-25 Dec-25[ 2025
Fiscal Year End: December 31| Q1A Q2A Q3A Q4A | FY-A| QIA Q2A Q3A Q4A | FY-A | QIA Q2A Q3A Q4E | FY-E| QIE Q2 Q3E Q4E | FY-E

Total Revenue 211 280 362 36.2|1215| 348 359 342 323| 137.1| 314 151 4.8 6.8 | 58.1 11.0 19.6 19.1 253| 75.0
Cost of Revenues 185 258 343 2905|1081 | 271 259 237 249| 1015 232 185 12.6 6.7 | 611 105 137 13.4 17.7| 55.3
Gross Profit 26 22 19 67| 135 77 100 105 74| 356| 82 (34) (78 01| (30) 06 59 57 76| 198

Depreciation and amortization 0.0 0.0 0.0 0.0

Selling, general and administ 3.7 3.0 2.9 32| 128 3.0 3.8 3.4 6.6 16.8 6.4 7.4 6.4 6.8 27.1 6.1 5.9 6.1 6.3| 244

Restructuring and other 0.0 0.0 0.0 0.0
Total operating expenses 3.7 3.0 2.9 32| 128 3.0 3.8 3.4 6.6 16.8 6.4 7.4 6.4 6.8 27.1 6.1 5.9 6.1 6.3| 244
Operating income (loss) (1.1) (0.8) (1.0) 35| 06| 47 62 7.1 0.9 18.9 1.8 (10.9) (14.3) (6.7)| (30.1)| (55) 00 (0.4) 13| (4.6)
Interest income (expense) (0.2) (06) (0.7 (05| (20) (02 (0.2) (1) (1 (©6) (1) (©1) 01 (0.1) (03)| (01) (0.1 (0.1) (0.1 (0.2)
Other income (expense) 0.0 0.5 02 (0.0) 06 00 (01) 01 0.0 0.1 0.0 07 (01 0.0 0.6 0.0 0.0 0.0 0.0 0.0
Income before income taxes (1.2) (1.0) (1.5 30| (0.7)| 45 60 71 08| 184| 1.6 (10.3) (14.3) (6.8) (29.8)| (5.6) (0.1) (0.4) 12| (4.8)
Income taxes 0.0 2.3 2.3 0.4 25 1.4 1.6 1.4 0.0 0.1 0.0 1.5
Net income (loss) (1.2) (1.0) (1.5) 30| (0.7)| 45 60 71 30| 206| 1.2 (129) (143) (55) (31.4)| (42) (0.0) (0.3) 12| (3.3)
Nonrecurring/noncash adjustments 0.1 0.1 0.0 0.0 0.0
Net income (pro forma) (1.2) (09 (15 30| (06)| 45 60 7.1 30| 206 12 (12.9) (14.3) (5.5) (31.4) (4.2) (0.0) (0.3) 12| (3.3)
EBITDA (0.9 (1) (08 41| 24| 50 64 75 34| 223| 40 (76) (122) (4.9 (20.7)| (36) 1.9 15 31| 28
Shares, Basic 121 123 12.4 12.8 | 12.40 141 142 14.3 14.4 14.3 17.7 194 19.7 19.9 | 19.2 20.0 201 20.3 20.5| 20.2
Shares, Diluted 121 123 12.4 128 | 124 145 151 15.1 15.0 14.9 18.7 194 197 19.9| 194 | 200 20.1 20.3 20.5| 20.2
EPS Basic (pro forma) ($0.10) ($0.07) ($0.12) $0.23 [($0.05)| $0.32 $0.42 $0.50 $0.21 | $1.45 | $0.07 ($0.66) ($0.73) ($0.27)|($1.64)|($0.21) ($0.00) ($0.02) $0.06 |($0.16)

EPS Diluted (pro forma) ($0.10) ($0.07) ($0.12) $0.23 |($0.05)| $0.31 $0.40 $0.47 $0.20 | $1.38 | $0.07 ($0.66

($0.73) ($0.27)|($1.62)|($0.21) ($0.00) ($0.02) $0.06 |($0.16)

Margins
Gross margin 12% 8% 5%  19%| 11%| 22% 28% 31% 23% 26%| 26% -23% -164% 1% -5% 5% 30% 30% 30%| 26%
Selling, general and administf  17%  11% 8% 9%| 11% 9% 11% 10% 20% 12%| 20% 49% 135% 100%| 47%| 55% 30% 32%  25%| 32%
Operating margin -5% -3% -3%  10% 1% 14% 17% 21% 3% 14% 6% -72% -299% -99%| -52%| -50% 0% -2% 5% -6%
Tax rate, GAAP 0% 0% 0% 0% 0% 0% 0% 0% -299% -12%| 26% -25% 0%  20% -5%| 25% 25% < 25% 0%| 31%
Net margin -6% -3% -4% 8% -1% 13% 17% 21% 9% 15% 4% -85% -299% -81%| -54%| -38% 0% -2% 5% -4%

Y/Y % change
Total Revenue 92% 146% 149% 156%)| 138%| 64% 28% -6% -11% 13%| -10% -58% -86% -79%| -58%| -65% 30% 300% 273%| 29%
Gross margin 133%  65% 1% 272%| 118%| 192% 358% 446% 11% 165% 6% -134% -175% -99%| -108%| -93% -271% -173% #H##HHtt| -753%
Selling, general and administ{ 22% 11% 27% -17% 7% -19% 26% 17% 104% 31%| 115% 94%  90% 3%| 62% -6% -21% -5% -7%| -10%
Operating income (loss) -50% -40% 157% -267%| -111%| -548% -832% -835% -75%| 2877%| -63% -275% -301% -876%| -260%| -414% -100% -97% -119%| -85%
Net income (loss) -75% 355% -10% -144%| -95%| -475% -713% -575% 1%| -3129%| -73% -316% -302% -281%| -252%| -440% -100% -98% -122%| -89%
EPS Diluted (pro forma) -95% 7% -76% -130%| -98%| -411% -632% -492% -14%| -2859%| -79% -267% -254% -236%| -217%| -418% -100% -98% -122%| -90%

Source: Company reports and Ascendiant Capital Markets estimates.
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Balance Sheet ($ mils) Mar-22 Jun-22 Sep-22 Dec-22|Mar-23 Jun-23 Sep-23 Dec-23|Mar-24 Jun-24 Sep-24 Dec-24 | Mar-25 Jun-25 Sep-25 Dec-25
Fiscal Year End: December 31 QIA Q2A Q3A Q4A | QIA Q2A Q3A Q4A | Q1A Q2A Q3A Q4E | QIE  Q2E  Q3E  Q4E
Assets
Cash and cash equivalents 3.4 8.7 7.9 7.0 8.9 5.2 127 146| 429 384 13.7 10.9 5.4 7.3 8.9 11.5
Short term investments 10.1 10.1 10.1 10.1 10.1 10.1
Accounts receivable, net 5.6 8.3 9.5 9.2 9.7 103 9.8 9.5 8.3 1.4 15 2.0 3.3 5.9 5.7 7.6
Lifeline revenue due from USAC
Inventory 3.1 5.7 9.5 11.2 15.5 18.1 14.5 9.0 7.3 8.4 8.4 8.4 8.4 8.4 8.4 8.4
Deferred income taxes 0.0 0.0 0.0 0.0 0.0
Prepaid expenses and other 0.2 0.0 0.1 0.1 0.2 0.2 0.2 0.2 0.5 0.5 0.3 0.4 0.1 0.2 0.2 0.3
Total current assets 12.4 227 27.0 27.6 34.2 33.7 37.3 33.4 59.1  48.7 33.9 31.8 27.3 31.8 33.2 37.7
Property and equipment, net 0.2 0.9 0.7 0.6 0.6 0.5 0.4 0.4 0.3 0.2 0.2 0.1 0.5 0.4 0.3 0.7
Note receivable 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Intangibles, net 3.3 3.1 2.9 3.2 3.1 3.1 29 2.7 2.4 2.2 2.0 2.0 2.0 2.0 2.0 2.0
Goodwill 0.9 1.7 1.7 1.7 1.7 1.7 1.7 1.7 4.2 4.2 4.2 4.2 4.2 4.2 4.2 4.2
Investment in Centercom 0.4 0.5 0.4 0.4 0.4 0.4 0.4 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Deferred income tax 2.8 25 0.0 0.0 0.0 0.0 0.0
Other 0.5 0.5 0.4 0.4 0.4 0.4 0.4 0.4 04 0.4 0.6 0.6 0.6 0.6 0.6 0.6
Total assets 17.8 29.5 33.4 34.0 40.6  39.9 43.2 41.9 69.6 56.4 41.5 39.3 35.2 39.6 40.9 45.9

Liabilities and stockholders’ equity

Accounts payable and accrued expel 56 11.3 137 188 | 20.7 168 128 6.4 6.5 4.3 3.2 4.5 3.2 5.7 55 7.3
Accounts payable and accrued expel 14 2.2 3.6 1.7 2.0 0.5 1.0 1.0 0.6 0.5 0.5 0.7 0.3 0.6 0.6 0.8
Credit card liability 0.0 0.0 0.0 0.0 0.0
Deferred revenue 0.3 0.1 1.9 0.2 0.7 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Deferred income tax 0.6 0.7 0.1 0.1 0.1 0.0 0.0 0.0 0.0
Warrant liabilities 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Short term debt 15 7 7.8 2.7 2.3 12 0.6 4.6 16 16 16 16 16 16 16 16
Total current liabilities 89 213 269 235| 257 185 145 127 9.4 6.6 5.4 7.0 5.2 8.0 7.8 9.8
Deferred income taxes 0.0 0.0 0.0 0.0 0.0
Warrant liabilities 0.0 0.0 0.0 0.0 0.0
Other long term liabilities 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.3 0.3 0.0 0.0 0.0 0.0 0.0 0.0
Deferred revenue 0.0 0.0 0.0 0.0 0.0
Long term debt 6.1 5.6 5.6 5.0 4.5 4.5 4.5 0.5 3.6 3.2 2.8 2.8 2.8 2.8 2.8 2.8
Total other liabilities 6.5 6.0 6.0 5.4 4.9 4.9 4.9 0.8 4.0 3.5 2.8 2.8 2.8 2.8 2.8 2.8
Preferred stock 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Common stock 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.8 35 53 7.1 8.8
Additional paid-in capital 387 394 395 408 411 416 419 434| 700 730 74.2 74.2 74.2 74.2 74.2 74.2
Retained earnings (36.3) (37.3) (38.8) (35.8)| (31.3) (25.3) (18.2) (15.2)| (14.0) (26.8) (41.1) (46.6)] (50.7) (50.8) (51.1) (49.9)
Minority Interest (0.0) 0.0 (0.2) 0.1 0.1 0.2 0.1 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Accumulated other comprehensive income 0.0 0.0 0.0 0.0 0.0
Total stockholders’ equity 24 2.2 0.5 51| 100 16.6 238 284 56.2 46.3 33.3 29.6 27.2 28.9 30.3 33.3
Total stockholders’ equity and liabil| 17.8 29.5 33.4 34.0 40.6  39.9 43.2 41.9 69.6 56.4 41.5 39.3 35.2 39.6 40.9 45.9

Balance Sheet Drivers

Mar-22 Jun-22 Sep-22 Dec-22|Mar-23 Jun-23 Sep-23 Dec-23|Mar-24 Jun-24 Sep-24 Dec-24 | Mar-25 Jun-25 Sep-25 Dec-25

QIA Q2A Q3A Q4A | QIA Q2A Q3A Q4A | Q1A Q2A Q3A Q4E | QIE  Q2E  Q3E Q4E

Prepaid as % of total rev 1% 0% 0% 0% 0% 0% 1% 1% 2% 3% % 7% 1% 1% 1% 1%

AP and accrued exp as % of total rev 27%  40% 38% 52% 59%  47% 37% 20% 21%  28% 67% 67% 29% 29% 29% 29%

A/P and accrued exp related as % of tot{ 6% 8% 10% 5% 6% 1% 3% 3% 2% 3% 10% 10% 3% 3% 3% 3%
Activity Ratios

A/R Days Sales Outstanding 24 27 24 23 25 26 26 27 24 8 29 27 27 27 27 27
Book & Cash Value (per share)

Book Value per Share (diluted) $0.20 $0.18 $0.04 $0.40| $0.69 $1.10 $1.58 $1.89| $3.01 $2.38 $1.69 $1.49| $1.36 $1.44 $1.49 $1.62

Cash per Share (diluted) $0.29 $0.71 $0.63 $0.55| $0.61 $0.34 $0.84 $0.97| $2.30 $1.98 $1.20 $1.06] $0.77 $0.87 $0.93 $1.05

Net cash per Share (diluted) -$0.35 -$0.37 -$0.44 -$0.05| $0.14 -$0.03 $0.51 $0.64| $2.02 $1.73 $0.98 $0.83] $0.55 $0.65 $0.71 $0.84

Source: Company reports and Ascendiant Capital Markets estimates

December 14, 2024 Ascendiant Capital Markets, LLC Page 12



SURG: SurgePays, Inc.

scendiont

CAPITAL MARKETS, LLC

SurgePays Inc.

Cash Flow Statement ($ mils) Mar-22 Jun-22 Sep-22 Dec-22{ 2022 (Mar-23 Jun-23 Sep-23 Dec-23| 2023 |Mar-24 Jun-24 Sep-24 Dec-24| 2024 (Mar-25 Jun-25 Sep-25 Dec-25(2025
Fiscal Year End: December 31 Q1A Q2A Q3A Q4A |FY-A| Q1A Q2A Q3A Q4A | FY-A | Q1A Q2A Q3A Q4E |FY-E| QIE Q2E Q3E Q4E |FY-E

Cash flow from operating activities

Net income (1.2) (0.9 (1.8) 33| (06) 45 6.1 7.0 30| 206 12 (12.9) (14.3) (5.5)|(31.4)| (4.2) (0.0) (0.3) 1.2|(3.3)
Depreciation 0.2 0.2 0.3 0.3 0.9 0.2 0.2 0.2 0.2 0.9 0.2 0.2 0.2 01| 08 0.1 0.1 0.1 01| 04
Amortization 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.2 0.1 0.1 0.1 0.2 0.0
Debt related amortization expense 0.0 0.3 0.1 0.5 0.0 0.0 0.0 0.0
Dividend 0.0 0.0 0.0 0.0
Stock comp 0.0 0.0 0.0 0.1 0.1 0.3 0.3 0.3 15 2.4 1.9 3.0 1.8 18| 84 1.8 1.8 1.8 18| 7.0
Deferred rent 0.0 0.0 0.0 0.0
A/R and inventory reserves 0.1 (0.1)| (0.0) 0.1 0.1 0.0 0.0
Deferred income taxes 0.0 0.0 0.3 (0.3) 0.0 00| 0.0 (0.1) 0.0 0.0 0.0 | (0.1)
Change in fair value of warrant liability 0.2 (0.2) 0.0 0.0 0.0 0.0 0.0
Writedowns and impairments 0.0 0.0 0.0 0.0
Other gains/losses 00 (0.6) 0.1 00| (0.4) (0.0) (0.0 (0.1 (0.0)) (0.1 (01 (0.1) (0.1) 0.2) 0.0
Other 0.0 0.0 0.0 0.0
Changes in operating assets and liabilities:
Accounts receivable (24 (@7 @1 03| (59| (0.4 (0.6 05 01| (04 13 69 (01) (05| 75| (1.3) (26) 02 (19)](56)
Lifeline revenue due from USAC 0.0 0.0 0.0 0.0
Inventory 13 (26) (3.9 (L7)| (69| (43 (2.6 35 55 2.1 17 (1.0) 00 0.7 0.0
Prepaid expenses & other curre  (0.2) 0.2 (0.1) 0.0| (0.1)| (0.1) 0.0 00 00| (@1 (03 (0 02 (] 03| 03 (1) 00 (0.1)] 0.2
Income tax 0.0 0.0 2.8 2.8 0.0
Other assets 13.0 | 13.0 (2.8) (2.8) 00| 00| 00 00 00 00| 0.0
Accounts payable (1.0) 57 45 (10.1)| (0.8)| 1.4 (3.0 19 (0.3)] (0.0)] (24) (23 (1.1) 13| (44) (13 25 (02) 18| 28
Accrued expenses 00) 08 (08 10| 10| (13) (0.3 (5.4)  (5.4)] (12.4) (0.6) 0.2] (0.4 (0.3) 03 (00) 02] 01
Deferred revenue 00 (02) 18 (L7)] (00) 05 (0.7) 01 (0.1)] (0.2)| (0.0) (0.0) 0.0
Other liabilities (0.0) (00) (0.0) (0.0f (0.O) 2.0 (200 (0.00 (0.0) (0.0)__02 (06) 05 00| 01| 00 00 00 00|00

Net cash (used in) provided by ~ (3.3) 0.2 (0.8) 47| 08| 29 (26) 81 20| 103| 40 (41) (133) (27|@61n| (50 1.9 15 31| 16

Cash flow from investing activities

Purchases of property and equij  (0.0) 0.0 (0.0)| (0.0) 0.0 (0.5) 0.0 | (0.5)| (0.5) 0.0 0.0 (0.5)[ (1.0)
Purchases of short-term investments 0.0 0.0 (10.1) (10.1) 0.0
Acquisitions (1.1) 00| (1.1) 0.0 0.0 0.0
Other (0.4) (04| (02 (0.1 03 0.0 0.0

Net cash used in investing activ  (0.0) (1.1) 0.0  (0.4)| (1.5)| (0.2 (0.1) 00 00| (03] 00 00 (106) 00[(106)] (05 00 00 (0.5)](10)

Cash flow from financing activities

Issuance of debt 0.5 6.2 6.7 0.0 0.0| 0.0 0.0 0.0 0.0 0.0| 0.0
Repayment of debt 0.0) (0.0) (0.00) (5.2)| (5.2)| (0.90 (1.1) (0.6) (0.1)| (2.6)] (0.4) (0.4) (0.4) (1.1) 0.0
Issuance of stock 0.0 0.0 15.9 0.0 0.0 0.0 | 15.9 0.0 0.0 0.0 0.0| 0.0
Proceeds from stock option exercises 00| 0.0 0.2 0.2 8.8 8.8 0.0
Other 0.0 0.0 (0.5) (0.5) 0.0
Dividends and distributions 0.0 0.0 0.0 0.0

Cash provided by (used in)fina 0.5 6.2  (0.0) (5.2)[1.457| (0.9) (0.9 (0.6) (0.1)| (24)| 243 (0.4) (09 00[230| 00 00 00 00|00

Effect of exchange rate on cash 0.0 0.0 0.0 0.0

Net increase (decrease) in cash  (2.8) 53 (0.8) (0.9 o8 1.8 (3.7) 7.5 1.9 7.6 28.3 (45) (24.8) (27| (3.7)| (5.5 19 15 26| 0.5
Beginning cash and equivalents 6.3 3.4 8.7 7.9 6.3 7.0 8.9 5.2 12.7 7.0 146 429 38.4 13.7 | 14.6 10.9 5.4 7.3 8.9 |10.9
Ending cash and equivalents 3.4 8.7 7.9 7.0 7.0 8.9 5.2 12.7 146 14.6 429 384 137 10.9] 10.9 5.4 7.3 8.9 115115

Source: Company reports and Ascendiant Capital Markets estimates
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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.
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Report Date Price

Report Date Rating Target
1 1/24/2022 Buy 7.00
2 4/10/2022 Buy 8.00
3 5/29/2022 Buy 8.50
4 8/31/2022 Buy 8.75
5 11/20/2022 Buy 9.00
6 4/2/2023 Buy 9.50
7 5/30/2023 Buy 10.50
8 8/26/2023 Buy 11.00
9 12/5/2023 Buy 11.50
10 3/31/2024 Buy 10.00
11 6/5/2024 Buy 9.50
12 9/10/2024 Buy 9.00

e  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.
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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.

Ascendiant Capital Markets, LLC Distribution of Investment Ratings (as of October 11, 2024)

Investment Banking Services
Past 12 months

Rating Count Percent Count Percent
Buy 58 98% 25 43%
Hold 0 0% 0 0%
Sell 1 2% 0 0%
Total 59 100% 25 42%
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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.

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.
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