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ID Watchdog reported Q1 -2017 earnings the other day and the numbers were in line with our estimates with a
few nuances we will cover briefly. Revenues finished at $3.54 million versus our estimate of $3.47 million, and
net income finished at $182,000 versus our estimates of 214,000.
In general, expenses were higher than we anticipated, but as we noted in the initial coverage, that is typical for Q1
because the quarter generally carries some ramp up in costs associated with the new batch of new befits business,
including infrastructure to maintain it. Translation: accelerated expenses in Q1 means new business was added
that needs support, which is of course a good thing. Granted, it’s the level of new expenses that require some
scrutiny, but there were a couple of items in the earnings release that we will focus on just for a moment to
illustrate why we are perhaps even more bullish in the story than when we initiated.
First, recall, they had some remnant/late enrollments that that will show up in Q2, which is a new situation (as far
as we know). That means Q1 probably included some expenses that were related to business levels that we won’t
see until Q2.
Second, CEO Mike Greene noted the following in the earnings release:
Mr. Greene concluded, "In 2017, we are accelerating enhancements to our service offerings, significantly
expanding our sales force and increasing our marketing efforts in order to drive top-line growth and generate
long-term value for our shareholders."
This is subtle on the face, however, management has historically been quite tight lipped about nearly everything
concerning the story, so we actually think this comment is a relative mouthful. On one hand, “accelerating
enhancements” means spending money (expenses), but also presumably to take advantage of opportunities that
are apparently developing. We may revisit that after we see Q2 numbers because Q1, as noted, is always padded.
However, they have provided some expected margin guidance which we have worked into the model. The bigger
issue is the focus on “driving top line growth”. As we said, IDWAF management has historically been very
methodical about what they say and what they do, thus, we interpret this comment to mean that they are pursuing
some clear paths to accelerated growth.
Lastly, we were also encouraged by something else that was buried in the release and the corresponding numbers.
Aside from the employee benefits channel, the release notes that they “anticipate continued increases in our direct
website subscriptions”. We have been of the view that they were essentially trying to wind-down, or at least deemphasis this part of the business. To that end, we have actually modeled an ongoing contraction in this piece of
the business. We need to get a bit of color from the Company on this, but again, that provides a little bump in our
model if in fact they continue to grow the segment. We’re also curious about what changed that direction, or
perhaps we just misunderstood it from the beginning.
To reiterate, the Q1 numbers held no surprises and we think further validated our view that the Company should
continue to grow into better valuations. We are beginning to think that the likelihood for revenue growth in 2018
and beyond may prove higher than our current estimates. However, for now, we reiterate or price target and our
allocation, and again, will look to additional visibility to revisit each of those as well as our model assumptions.
We have provided a new look at the model below as well.
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Projected Operating Model
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Rating System Overview
There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 1
“investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.
Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with a rating of 1. As
a guideline, here is a suggestion on how to use the allocation system.
Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy. In
simple terms, that means you are generally best off owning a number of issues rather than just two or three. To that point, our goal
is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline. Hypothetically, if you think you
would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per stock (using the
diversification approach we just mentioned, and the 20 stock coverage list we suggested and leaving some room to perhaps add
another 5 of the names from our profiles). We generally start initial coverage stocks with an allocation of 4. Thus, at $1000 invested
per stock and a typical starting allocation of 4, your “investment unit” would be the same $250 we used in the example above. Thus,
if we initiate a stock at a 4, you might consider putting $1000 into the position ($250 * 4). If we later raise the allocation to 6, you
might consider adding two additional units or $500 to the position. If we then reduce the allocation from 6 to 4 you might consider
selling whatever number of shares you purchased with 2 of the original 4 investment units. Again, this is just a suggestion as to how
you might be able to use the allocation system to manage your portfolio.

For those hung up on the tradition of more typical rating systems (Buy, Sell, Hold) we would submit the following guidelines.
A Trickle rating of 1 thru 3 would best correspond to a "Speculative Buy" although we would caution that a rating in that
range should not assume that the stock is necessarily riskier than a stock with a higher rating. It may carry a lower rating
because the stock is trading closer to a price target we are unwilling to raise at that point. This by the way applies to all of
our ratings.
A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.
A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range would
indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will. You will not see a lot of these.
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Our publications are for information purposes only. Readers should review all available information on any company mentioned in
our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, as well as other
regulatory filings. Trickle Research is not registered as a securities broker-dealer or an investment advisor either with the U.S.
Securities and Exchange Commission or with any state securities regulatory authority. Readers should consult with their own
independent tax, business and financial advisors with respect to any reported company. Trickle Research and/or its officers and
employees, and/or members of their families may have a long/short position in the securities mentioned in our research and analysis
and may make purchases and/or sales for their own account of those securities. David Lavigne does not have a position in I.D.
Watchdog.
Trickle Research has not been compensated directly by I.D. Watchdog, Inc. for the publication of this report. An affiliate of Trickle
Research has performed some additional internal company analysis for ID Watchdog for which it was compensated. Trickle Research
performed some of that analysis as was compensated by the affiliate for work Trickle performed in that regard.
Trickle Research has an exclusive content licensing agreement with SMM.Global whereby SMM.Global pays Trickle Research a fee
for any Trickle labeled content displayed, hosted or distributed on its site: www.SMM.Global. Per that agreement, SMM.Global may
charge issuers to host and distribute Trickle licensed research. Trickle Research does not accept payment from the subject issuers of
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