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Siyata Mobile Inc. (“Siyata”, the “company”) reported Q1-2020 financials, with revenue
comparable on a year-over-year basis, and 4% higher quarter-over-quarter.
Management has stated that growth in their 4G PTT products was not enough to offset
the decline in sales of legacy products.
The gross margin in Q1-2020 was 32% (Q1-2019: 28%). The improvement is attributed
to greater sales of its 4G PTT products and a greater mix of sales to North America.
The EBITDA and net income in Q1-2020 was -$0.74 million and -$1.57 million (EPS: $0.02), respectively, versus Q1-2019’s -$1.63 million and -$2.16 million (EPS: -$0.01),
respectively.
In March 2020, Siyata launched its UV350 with Verizon (NYSE: VZ). In an article
published by the Wall Street Journal, it was mentioned that Verizon controlled about
two-thirds of the market for police, fire, and other first responders. This development is
expected to materially increase the product reach and sales of UV350.
In April 2020, Siyata launched a product portfolio of 4G cellular signal boosters. These
signal boosters are available for purchase on numerous retail sites, including
Amazon.com (NASDAQ: AMZN), Costco.ca (NASDAQ: COST), BestBuy.ca
(NASDAQ: BBY), and Walmart.ca (NYSE: WMT). According to the Digital Journal, the
global signal booster market was valued at US$8.2 billion in 2017, and is expected to
reach US$17.60 billion by the end of 2025, reflecting a compound annual growth rate
(“CAGR”) of 10%.
In April 2020, Siyata launched the 4G/LTE UR5 rugged device for the first responder
and enterprise mobile workforce. The UR5 is an extremely lightweight, handheld,
rugged Android smartphone, with integrated PTT. We are pleased to see Siyata
expand its 4G PTT product portfolio and expect this new offering to increase the
company’s revenue potential.
Siyata has outlined plans to list on the NASDAQ. We are pleased to see this, and
contingent on this listing, feel that larger investors and institutions in the United States
may be more likely to look at Siyata.
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YTD
-74%
13%
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52-Week Range
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Market Cap.
Current Yield
P/E (forward)
P/B

$0.09 - $0.49
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N/A
N/A
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*See last page for important disclosures, rating, and risk definitions. All figures in C$ unless otherwise specified.
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Company Update
Since our last update report (dated November 21, 2019), Siyata announced
numerous material positive developments:
Launched with Major Telecom Company
In Q1-2020, Siyata launched its UV350 with Verizon. In an article published by the
Launched with
Wall Street Journal (dated August 2017), it was mentioned that Verizon controlled
Verizon
about two-thirds of the market for police, fire and other first responders.
Furthermore, Siyata now has access to Verizon’s fleet of commercial vehicle
customers. This development is expected to materially increase the product
reach and sales of UV350. UV350 is now available in North America through:

Launched a Product Portfolio of Cellular Signal Boosters
In Q2-2020, Siyata launched a product portfolio of cellular signal boosters, which
include the Uniden U60C 4G and Uniden U65C 4G. Cellular boosters are used to
Launched product strengthen (amplify) cellular signals in homes, vehicles, remote areas, etc.
portfolio of cellular
signal boosters

Source: unidencellular.ca

According to the company, due to the COVID-19 pandemic, demand for their
cellular signal boosters have been strong. The aforementioned products are
available for purchase on numerous retail sites, including Amazon.com, Costco.ca,
Available through BestBuy.ca, and Walmart.ca.
numerous retail sites

We see these cellular boosters as being complementary to the UV350 – the
company has indicated that the boosters can connect directly into the UV350
to enhance cellular coverage for enterprise and first responders within their
Complementary to vehicles. The company is currently exploring opportunities to provide its cellular
the UV350 boosters through one of its existing U.S. Tier 1 cellular carrier partners, which would
tremendously expand the sales channel for its cellular boosters.
Global signal
booster market to
witness a CAGR of
10%

The global signal booster market was valued at US$8.2 billion in 2017, and is
expected to reach US$17.60 billion by the end of 2025, reflecting a compound
annual growth rate (“CAGR”) of 10% (Source: Digital Journal).
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Launched UR5 Rugged Devices
On April 27, 2020, Siyata launched the 4G/LTE UR5 rugged device for the first
Launched the UR5 responder and enterprise mobile workforce. According to Siyata, the UR5 is an
extremely lightweight, handheld rugged Android smartphone, with integrated PTT.
An image of the UR5 is provided below.
UR5 Rugged Device

Source: Company Filings

There are ~37.6 million task enterprise workers (Source: Sonim Technologies Inc.
/ NASDAQ: SONM), ~0.87 million police officers (Source: Statistics Canada,
NLEOMF), ~1.27 million firefighters (Source: NFPA), and ~0.98 million emergency
medical service professionals (Source: ASCFUSA, FRC Estimates) in North
America. We believe this outlines a tremendous target market for the UR5. With
that said, to date, management has stated that rugged handset device sales (the
UR5 above and the UR7 - discussed in our previous reports) have been modest.
We are pleased to see Siyata expand its 4G PTT product portfolio and expect
this new offering to be accretive to revenue.
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Financials
Q1-2020
comparable to Q12019

Revenue
In Q1-2020, Siyata reported revenue of $3.06 million – a comparable figure to Q12019 (of $3.04 million) and a 4% quarter-over-quarter (“QoQ”) increase. The
following shows the quarterly trend in revenue.
Revenue: Q1-2019 to Q1-2020
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Source: Company Filings, FRC
Legacy product
sales were lower
than expected

We were surprised to see revenue be marginally higher compared to Q1-2019 and
Q4-2019. Management has stated that growth in their 4G PTT products were not
enough to offset lower sales from legacy products. It seems highly unlikely that
Siyata will meet our 2020 revenue forecast of $31.45 million. Our revisions will be
discussed later in the report.
Due to COVID-19, management has stated that product sales to commercial
customers have decreased, but that sales to first responders have increased. The
net impact was undisclosed. We believe that commercial fleet vehicles currently
represent Siyata’s largest customer segment and suspect that the overall impact
of COVID-19 on the company will be negative.

Margins
Gross margin The gross margin in Q1-2020 was 32% (Q1-2019: 28%). The improvement is
improvement attributable to greater sales of 4G PPT products (higher margin products) versus
its legacy products, and a greater mix of sales to North America. Management
expects the gross margin to continually improve in subsequent quarters as
more sales of UV350 are realized. Although the EBITDA, EBIT and net margins
continue to be negative, each metric improved YoY due to a higher gross margin
and lower selling, general, and administrative (“SG&A”) expenses and share-based
expenses. SG&A expenses were 53% of revenue in Q1-2020 (59% in Q1-2019),
attributable to the reduction in advertising and marketing spend.
Salary reductions
and layoffs

The company has indicated that they are continually reducing their cash burn due
to COVID-19 – temporary salary reductions of 20% were enacted onto
management and directors, in addition to permanent lay-offs across the company.
We are pleased to see the company be proactive in managing its cost base
during unstable times.
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Margins
Gross
EBITDA
EBIT
Net
Expenses
SG&A
Share-based comp.

Q1-2019
28.0%
-53.5%
-61.8%
-71.0%
Q1-2019
58.6%
22.9%

Q1-2020
32.4%
-24.3%
-38.5%
-51.3%
Q1-2020
52.6%
4.1%

Source: Company Filings, FRC

EBITDA and Net Loss
The following shows the company’s EBITDA and net loss, which improved YoY.
Line Items
EBITDA
Net Loss
EPS

Q1-2019
-$1.63 million
-$2.16 million
-$0.02

Q1-2020
-$0.74 million
-$1.57 million
-$0.01

Source: Company Filings, FRC

FCF deteriorated
due to cash being
tied up in
receivables

Cash Flows
Although the net loss improved YoY, free cash flows (“FCF”) deteriorated YoY due
to a significant amount of cash being tied up in receivables. We note that the
company had a materially higher receivables balance at the end of Q1-2020 (of
$4.71 million) versus year-end 2019 (of $1.94 million). According to management,
they expect to collect most of these receivables within the next six to eight weeks.
We note that Siyata Mobile Israel (“SMI”), a wholly owned subsidiary, has a
factoring agreement on its receivables (amount undisclosed) with a funding entity
(name undisclosed).
Summary of Cash Flows
Operating
Investing
Financing
Effects of Exchange Rate
Net
Free Cash Flows to Firm (FCF)

Q1-2019
-$2,148,709
-$1,064,988
$5,973,590
-$23,733
$2,736,160
-$3,213,697

Q1-2020
-$2,517,663
-$476,627
$226,336
$241,548
-$2,526,406
-$2,994,290

Source: Company Filings, FRC

Balance Sheet
At the end of Q1-2020, Siyata reported a cash position of $0.94 million, working
capital of $5.93 million, and a long-term debt position of $5.63 million. The majority
of the long-term debt consists of convertible debentures with an interest rate of 12%
per annum, exercise price of $0.45 per share, and a maturity date of December 23,
2021.
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Liquidity & Capital Structure
Cash
Working Capital
Current Ratio
LT Debt
Total Debt
LT Debt / Capital
Total Debt / Capital

Q1-2020
$938,965
$5,925,419
2.23
$5,627,903
$7,436,942
0.31
0.41

Source: Company Filings, FRC
Completed a private
placement for gross
proceeds of $1.33
million

Subsequent to the quarter, Siyata completed a non-brokered private
placement with Accel Telecom Inc, a related party, for gross proceeds of
$1.33 million. In consideration for the proceeds, Accel has subscribed for 1,330
convertible debentures that mature on June 26, 2021, and bear an interest rate of
10% per annum. The convertible debentures have an exercise price of $0.30 and
are redeemable at 101% of the face value at any time after June 26, 2020. We are
pleased to see the company improve its liquidity position.
Stock Options and Warrants
Siyata currently has 12.37 million options (weighted average exercise price of
$0.46) and 17.57 million warrants (weighted average exercise price of $0.51)
outstanding. Currently, nil options and warrants are in the money.

Projections and Valuation
Our 2020 and 2021 revenue, EBITDA and net income forecasts are presented
below.

Line Items
Revenue
EBITDA
Net Income
EPS

Old Forecasts
2020
2021
$31.45 M
$46.79 M
$2.13 M
$6.05 M
$84k
$4.89 M
$0.00
$0.04

New Forecasts
2020
2021
$17.81 M
$25.15 M
-$0.52 M
$1.73 M
-$3.24 M
-$1.08 M
-$0.03
-$0.01

Note: M denotes million

Source: FRC

We have made the following key revisions:
•

©2020 Fundamental Research Corp.

Revenue Forecasts: We have been overly optimistic on the adoption rate
of Siyata’s products in the market, and have revised our revenue forecasts
lower to reflect a slower ramp-up of sales. In Siyata’s conference call, it was
indicated that the government tender for the majority of PTT devices (valued
between $3 million to $5 million) are to be delivered in Q2-2020 and Q32020. This is expected to provide a strong uplift to revenue in subsequent
quarters.
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•

EBITDA Forecasts: We have revised SG&A expenses in 2020 materially
lower compared to 2019, owing to the reduction in expenses outlined on
page four. Our longer-term SG&A expenses have also been revised lower.

•

Debt Forecasts: We assumed that Siyata’s convertible debentures with a
maturity date of December 2021 will be refinanced.

Our updated valuation models are presented below.
DCF valuation of
$0.79 per share

Discounted Cash Flow
Our updated discounted cash flow (“DCF”) valuation on Siyata’s shares is $0.79
per share (previously $1.21).

Source: FRC

Comparables Valuation
Our updated comparables valuation model is outlined below. The updated EV/R
and EV/EBITDA multiples are 2.00x (previously 2.28x) and 11.43x (previously
12.00x), respectively.
Sector
Communications Equipment
Telephone and Telecommunications Equipment
Wireless Telephone Equipment
Technology Hardware and Equipment
Average:

EV/R
2.10
2.30
2.20
1.40
2.00

EV/EBITDA
12.50
11.70
10.70
10.80
11.43

Average
comparables
valuation of $0.96

Source: S&P Capital IQ, FRC
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We are revising our fair value estimate on Siyata’s shares from $1.14 per
share to $0.90 per share. This is the average of all three of our valuation
models. We are reiterating our BUY rating.

Risks
We believe the company is exposed to the following risks (list is non-exhaustive):
➢ Valuation is highly dependent on penetration of the North American
commercial vehicle and first responder vehicle markets.
➢ Whilst the company is currently the only provider of an “all in-one”, in-vehicle
integrated PoC communications platform, success in their field may attract
rivals and competitors.
➢ Partner risk associated with distributors that work with Siyata.
➢ Upgrade cycles and constant need for innovation: whilst the company is well
positioned to take advantage of the LMR to PoC upgrade cycle, there is no
guarantee that the company will have a competitive business model in the
long run.
➢ The overall impact of COVID-19 on the company is still unknown.
➢ The company relies on suppliers for the delivery of components that are
used in the assembly of products.
➢ Company products are manufactured in a facility in China – the trade war
between the United States and China may cause Siyata to incur significant
additional costs when shipping products to the United States.
➢ Exchange rate risk, as the company operates internationally but reports in
C$.
Maintaining risk
rating of 4

We are maintaining a risk rating of 4 (Speculative).
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Appendix
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Fundamental Research Corp. Equity Rating Scale:
Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk
Hold – Annual expected rate of return is between 5% and 12%
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.
Fundamental Research Corp. Risk Rating Scale:
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated
industry. The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of profitability. The capital structure
is conservative with little or no debt.
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive. The industry and company are relatively less
sensitive to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated its ability to generate positive
free cash flows (though current free cash flow may be negative due to capital investment). The company’s capital structure is conservative with little to modest use
of debt.
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. The industry may be cyclical. Profits and cash flow are
sensitive to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow. Debt use is in line with industry
averages, and coverage ratios are sufficient.
4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up mode or in a
turnaround situation. These companies should be considered speculative.
5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and unproven products.
Products may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity issues and may rely on external funding.
These stocks are considered highly speculative.
Disclaimers and Disclosure
The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates
and opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or
correctness. There is no guarantee that our forecasts will materialize. Actual results will likely vary. The analyst and Fundamental Research Corp. “FRC” does
not own any shares of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking
business with the subject company. Fees were paid by SIM to FRC. The purpose of the fee is to subsidize the high costs of research and monitoring. FRC takes
steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional
Conduct. Additionally, analysts may not trade in any security under coverage. Our full editorial control of all research, timing of release of the reports, and release
of liability for negative reports are protected contractually. To further ensure independence, SIM has agreed to a minimum coverage term including an initial report
and three updates. Coverage cannot be unilaterally terminated. Distribution procedure: our reports are distributed first to our web-based subscribers on the date
shown on this report then made available to delayed access users through various other channels for a limited time.
The distribution of FRC’s ratings are as follows: BUY (67%), HOLD (7%), SELL / SUSPEND (26%).
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe/ for subscription options.
This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and
uncertainties that could cause actual results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but
are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product
lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other
risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities
regulators. By making these forward-looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these
statements for revisions or changes after the date of this report. A report initiating coverage will most often be updated quarterly while a report issuing a rating may
have no further or less frequent updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT ASSUMES
FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO. ALWAYS TALK TO YOUR
FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S RISK TOLERANCE,
OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN
MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR PORTFOLIO. This REPORT is solely
for informative purposes and is not a solicitation or an offer to buy or sell any security. It is not intended as being a complete description of the company, industry,
securities or developments referred to in the material. Any forecasts contained in this report were independently prepared unless otherwise stated and HAVE NOT
BEEN endorsed by the Management of the company which is the subject of this report. Additional information is available upon request. THIS REPORT IS
COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION. Please give proper credit, including citing Fundamental Research
Corp and/or the analyst, when quoting information from this report.
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction.
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