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INVESTMENT HIGHLIGHTS 
 

 

Stellar Management Team: highly successful entrepreneurial and 

corporate level experience combined in one team 

 

 

Referral Marketing: most trusted, most efficient, and less expensive 
marketing program – cuts through the noise and overwhelm 

 

 

Profitable Business Model (flexible cost structure with scalable 
revenues) and High Value Proposition (complete solution tackling a real 

need in the market) 

 

 

Market penetrated (with reputable corporate customer base) and on 
track to grow exponentially 

 

 
 
 
THE INVESTMENT OPPORTUNITY:  
Considering all factors and arguments analyzed in this report, we believe REW truly 
represents a highly profitable investment opportunity at a very attractive current 
valuation. Research, analysis and valuation of all possible factors influencing REW’s future 
performance represent a solid framework for a potential super-success. Nevertheless, we 
would like to attract investors’ attention to the potential risks affecting this investment 

opportunity: notably REW’s ability to retain and grow a solid customer base, to generate 
scalable revenues and control costs, technology and product risks, market and sector risks 
and the ability to obtain required financing. Investors are invited to conduct their own 
analysis of the factors presented in this report in order to estimate the profitability 
worthiness of this opportunity. 

 

SECTOR: SaaS Referral Marketing Solutions 

                    Software Applications 
 
 

   Valuation and Research Report 

RewardStream Solutions - REW 
 

TSX Ticker: REW          Frankfurt Ticker: JL4L        WKN No: A2APX1 

RewardStream Solutions Inc. (REW) is a SaaS company specialized in the tactical execution 
of referral marketing programs that help brands to acquire, engage and retain new 
customers, by leveraging their existing customer base. The company is based in Vancouver, 
Canada. It has already penetrated the market and is currently working with prestigious 
brands like Virgin Mobile, Wind, Rogers, Boost Mobile, AT&T, TotalProtect, First Calgary 
Financials, etc.  

 

Initiating Coverage 
 

Strong Buy 

Price at 10.08.2016              CAD 0.41 

Price target 12-months        CAD 1.93 

52-week range                      0.08 - 0.65 

 
 
 

Stock InformationStock & Trading 
Information    Market Cap (CAD)             15.85 million              

Shares Outstanding           38.66 million 
 
Fully Diluted                     43.32 million            

 
 

 
 
 
Corporate Highlights: 
 

 Recently closed an Amalgamation with 
Musgrove Minerals Corp. (MGS) on the TSX 
Venture Exchange 
 

 Major brands like Virgin Mobile, Wind, AT&T, 
Rogers, etc. as corporate customers  

 
 Closed 10 corporate customers in the past 6 

months and in late discussions to close 9 more 
 
 CAD $21.2 million projected revenues for 2019 

 
 
 
 
 
 
 
 
REW: CN – 1 Year Price Chart  
 
 
 
 
 
 
 
 
 
 
 
 

 

Source: Bloomberg 
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VALUATION 

Discounted Cash-Flow Model (DCF): Our DCF model 
attributed RewardStream a value of CAD $2.10 per 
share today. REW has been generating revenues since 
at least 2013 (only public information available). In 
2013 they had revenues of CAD $2.08 million, CAD 
$1.86 million in 2014 and approx. CAD $1.5 million in 
2015. Based on our assumptions, REW’s Management 
team with its expertize, track-record and the right 
Marketing & Sales, REW will be able to generate CAD 
$1.75 million in revenues in 2016. According to the 
Management’s projections, which we find reasonable considering the current pipeline, the 
company will be able to generate CAD $3 million in 2017, CAD $8.5 million in 2018 and CAD 
$21.2 million in 2019. We assumed a year-on-year revenue growth estimation for years 
2019-2026 at 30% (industry standards plus a premium for REW’s Management), then by 
attributing a perpetual revenue growth of 7% for the second 10 years. We assumed a COGS 

level at 40% of revenues, as general industry standards are between 35%-50%. R&D 
(software development & enhancement) is estimated to stay steady at an average of CAD 
$2 million per year, as REW’s software has low ongoing work requirements compared to 
other complex architectures. In order to achieve the optimistic revenue targets, REW will 
need to spend 35% of Revenues in Sales & Marketing. Then we estimated the appropriate 
risk discount factor for REW at 15% (WACC=10% plus a 5% risk premium for the early 
commercial stage). REW has currently CAD$2,000,000 in cash. Hardware depreciation is 
assumed at CAD$15,000. Sector-standard Net Working Capital is: Accounts Receivable are 
13.68% of Sales, Accounts Payable at 4.95%, Inventory at 2.08% and Non-Cash Working 
Capital at 11.45%. We estimated CAPEX at negligible levels for our horizon, as the 
necessary expenditures for the operations has been already used in the past. We assumed 
the company will need another financing of CAD $1,000,000 (assumed at CAD $0.50/share) 
before cash-flow positivity. This will result in a total shares outstanding of 40,657,069.  
 
Comparables - Market Pricing: Our 
peers’ universe selection criterion was 
primarily the product/service offered 
(SaaS in Internet Marketing) target 
customers (e-marketers, online 
businesses) and geographical market 
exposure (North America and Europe). 
Companies satisfying these criteria are 
believed to be influenced by the same 
forces and market trends that REW will 
be, in our scenario. Revenue based 
multiples (EV/Sales and P/Sales) were 
used for our Comparables model, as an 
important portion of SaaS or Internet Marketing companies have negative or insignificant 
EBITDA. We averaged (equally weighted) the average EV/Sales and P/Sales multiples and 
divided the outcome with the projected number of shares outstanding (40,657,069). That 
gave us a future share price of CAD $3.55. We used the same risk factor as in our DCF 
model (15%) to discount back to 2016. The target stock price, based on our model, is 
CAD$ 1.76.  

 
Sensitivity Analysis: In order 
to get a variation of key 
elements to REW’s future share 
price, we have decided to 
perform a Sensitivity Analysis 
for both our valuation models.  
For both DCF and Comparables, 
the main factors that we 
decided to vary are the 
projected Revenues and the 
discount Risk factor. We believe 

these are the most sensitive 
variables. All factors were varied 
on the range -40%, -20%, 
+20%, +40%. 
 
We have averaged both valuation models (equally weighted) to compute our final valuation 
for REW. The outcome is CAD $1.93 per share. Our price target reflects the successful 
breakthrough of REW’s solution in an environment that desperately needs it.  

DCF Value per Share:  

CAD $2.10 

 

Comps Price per Share: 
CAD $1.76 

Source: Bloomberg 

Peers' Universe Enterprise Price

Company Name EV/Sales P/Sales

1.Shopify 10.6 11.24

2.Snipp Interactive 1.68 2.27

3.YuMe 0.31 0.67

4.Wix.com 5.98 6.38

5.TubeMogul 1.44 1.77

6.Rocket Fuel 0.26 0.23

7.Tremor Video 0.21 0.51

8.HubSpot 8.7 9.22

9.Marketo 6.16 6.56

10.GoDaddy 3.28 3.07

Average 3.86 4.19

Variation -40% -20% 20% 40%

Target Stock Price 1.10 1.60 2.60 3.10

Target Stock Price 1.65 1.84 2.46 3.03

Target Stock Price 12.37 4.05 1.28 0.85

Target Stock Price 1.06 1.41 2.12 2.47

Target Stock Price 2.31 2.01 1.55 1.37

Discount Factor

Revenues 2021

DCF Sensitivity

Comps Sensitivity

First 5 Years Revenue Projection

Discount Factor

Perpetual Revenue Growth (2026+)

EV (Present Value FCF) CAD 83'246'641

Cash CAD 2'000'000

Debt CAD 0

Total Equity Value CAD 85'246'641

Shares Outstanding 40'657'069

Value per Share CAD 2.10

REW DCF Valuation
2016 CAD 1'750'000

2017 CAD 3'000'000

2018 CAD 8'500'000

2019 CAD 21'200'000

2020 - 2026 30% YoY

2026 + 7% YoY

COGS 40% of Sales

R&D 10% of Sales

Sales&Market. 35% of Sales

DCF Horizon 20 Years

Beta 1.4

Acc. Rec 13% of Sales

Acc. Payable 4.9% of Sales

Inventory 2.1% of Sales

Non Cash WC 11.5% of Sales

NWC

Assumptions & Rationale

Growth

Operational 

Expenses

Revenue 

Projection

Sales 2021

Median Multiples

Valuation Model

Valuation 

Shares Outstanding

Future Stock Price

Risk Factor

Price per share 1.76

15%

3.55

REW Comparables Valuation

CAD 35'828'000

EV/Sales= 4.54; P/Sales= 4.79

Sales*(Sum of Average Multiples/2)

144'279'356

40'657'069
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GLOBAL INDUSTRY ANALYSIS 

 
Overview: Referral Marketing is the disruptive 
sub-market of the global Internet Marketing 
industry. Referral Marketing relies on the potential 
of promoting products to new customers, through 
existing customers’ recommendation.  
 
Trends, Facts and Forces: Recent studies have 
displayed the tremendous advantages and value 

add of referral marketing. A global survey 
conducted by Nielsen in 2016 shows that 92% of 
consumers trust recommendation from people 
they know. Nowadays we are more and more 
overwhelmed by the over-abundance of 
advertisement and products. Recommendation 
cuts through this noise, quickly and effectively. It 
is estimated that a well handled referral program guarantees a response ratio up to 70% 
and conversion rates of 0.8-1.5 new customers acquire per active campaign. Referred 
customers, as they’re less price sensitive and ready to purchase, they represent buying 
with higher profit margins for businesses (estimated at 25% higher). A referral marketing 
survey conducted by REW and Demand Metric concluded that 72% of consumers have 
made a purchase on recommendation and 52% have recommended.  
 
Opportunities for profitability: Despite highly sophisticated algorithms and databases 
that can predict when a customer will make a future purchase, the value of any customer 
does not reside only in what that person buys. How the customer feels about it and what 
he’s willing to tell others about your product impacts Revenues and Profitability just as 
much. Approximately 41% of businesses don’t have a specific referral marketing program 
(RewardStream Solutions and Demand Metric, 
2016). 48% manage referral marketing in-house. 
Half of the 41% without a program have no 
specific plans on the program implementation and 
the other half intends to launch very soon. The 
main obstacles for marketers is budget, marketing 
resources, expertise and executive support – all 
surmountable by outsourcing to referral marketing 
specialists, like REW. These statistics reflect a 
tremendous profitability opportunity.  
A very important aspect of referral marketing is 
the multiplier effect: referred customers will bring 
in more referred customers if they value positively 
the product. While costs are kept under control, 
revenues are increasing tremendously. 

 
Market performance: We believe REW’s performance will be influenced by the 
same forces shaping SaaS companies’ performance, especially in the Marketing & 
Advertisement space. Despite the high SaaS companies’ valuation in 2013 and the following 
correction in 2014, SaaS stocks have generally out-performed NASDAQ composite in the 
past four years. SaaS growth rates are three to five times those of traditional public 
software companies. Companies with 
YoY revenue growth of less than 25% 
have been trading at around 4x 
revenues whereas those with YoY 
growth of +50% have shown revenue 
multiples of around 13x (Bloomberg, 

S&P Capital IQ, Morningstar). After 
the important decline in LinkedIn 
(LNKD) and Tableau (DATA) in early 
February 2016, followed by a selloff 
in other stocks as well, the overall 
sector bounced back and showed 
signs of solid performance. Most of 
the active SaaS stocks covering the 
selloff were SalesForce (CRM) 
+3.53% YTD, ZenDesk (ZEN) 
+16.26% YTD, DST Systems (DST) 
+6.54% YTD and also the best 
performing Ebix (EBIX) +67.89% 
YTD and Model N (MODN) +23.30%.  

S&P Advertising Index YTD Performance 

S&P Advertising Index 

Nasdaq Composite 

S&P Composite 

Source: Software Equity Group 2015 

Source: 

RewardStream 

Solutions & 

Demand Metric, 
2016 

Source: 

RewardStream 
Solutions & 

Demand 

Metric, 2016 

“Referral Marketing is an effective 
channel for acquiring new customers” 

How do you manage your Referral Marketing 

program? 

Implementation plan of Referral Program 

Source: RewardStream Solutions & Demand Metric, 2016 

 

Recent SaaS Index Performance (2014-2015)  

Source: Bloomberg 

mailto:info@rampartners.ch


 RAMPartners SA 
Bvd Georges-Favon 19, 1204 Geneva, Switzerland 

  Email: info@rampartners.ch 

Analyst Email: ey@rampartners.ch 

         Telephone:  +41223108602 

 

      RewardStream Solutions Inc.                                     Author: Erenik Yzeiraj, Analyst                                                                  10.08.2016   

COMPANY ANALYSIS 
 

Business Model: The company’s operations have been generating 
+$1 million revenues since at least 2013 (only public information 
available). In 2013 REW had revenues of $2.08 million, $1.86 million 
in 2014 and approximately $1.5 million in 2015. The decline in 
revenues is explained by the shift in technology and positioning the 

company went through. From a loyalty program vendor, the company 
became a SaaS referral marketing solutions provider. Employing the 

SaaS model, REW provides execution and overall management of 
referral marketing programs allowing businesses to monetize their 
existing customer base by acquiring new referred customers. REW 
generates revenues in three ways: Launch Fees, Monthly Fees and 
Success Fees. It targets Enterprise (E), Medium (M) and Small (S) businesses. The 
Revenue model is straight-forward: Launch Fees of $10k-$20k to setup the program (only 
for entreprise); Monthly fees: E [$5k-$10k]; M [$500-$1,000]; S [$99-$199] to keep the 
program running with full functionalities; Success Fees: $1 to $25 per new customer or a 
percentage of total sales. Basically, REW becomes an outsourcing service for handling the 
referral marketing program of businesses, through its SaaS model.  
 
Products & Technology: The software, called Spark, is highly configurable and semi-
custom. The technology and architecture behind is fully patented and fully compliant with 
digital communication law. The marketer does pretty much nothing, the application itself 
and REW’s team will do 99% of the work. Along with the software, REW provides a full 
range of services: hosting, security, fraud prevention, member care, best practices, built-in 
promotion functionalities, reward analytics and dedicated account management. In overall, 
REW has two offerings: the software on one hand side and the full range of complementary 
services on the other.  
 
Competitive Advantages: It is one of the most complete, time saving, efficient, cost 
optimized solutions out there. With a smooth and elegant interface, it offers ease of use to 
marketers. It allows any Marketing Manager to highly customize the referral program, to 

analyze the results and improve the overall marketing efficiency, all in a highly secure way. 
While keeping marketing budget under control and at low levels, the marketer can reach 
out to prospective customers cutting through the confusing and overwhelming noise around 
consumers. It can rely on REW’s team’s support to optimize the program and generate 
warm quality leads to convert into revenues.  
 
Commercial Stage: REW has generated $300 
million in new business for its clients so far. Its 
customer base is composed by prestigious brands 
like RBC, Sprint, AT&T, Virgin, Wind, etc. In the 
past 6 months REW’s team have already closed 10 
enterprises and is in late discussion with 9 more. 
The company has already penetrated the market 
with existing customers and ongoing sales. With 
the trust of reputable brands, REW will find it 
easier to further develop its business. Its current achievements reflect a solid proof of 
concept and market need for its solutions, as well as a successful overall sales effort.  
 
Profitability & Margins: We estimate COGS are comprised of Advertisement & Customer 
Acquisition, Software Implementation and Customization, Help Desk Support, Hosting and 
Maintenance. Operating Expenses usually concern Overhead (salaries, software 
development & enhancement), G&A, Marketing and Sales. REW’s current Gross Margin are 
at 60%. We estimate EBITDA and Net Margin should constantly grow to reach the 20% and 
15% respectively. The SaaS model in the Internet Marketing space is typically 
characterized by high COGS requirements but usually moderate and steady OPEX. We 
believe REW’s business model has the ability to generate and expand substantial cash-flow. 
Considering the company’s current sales pipeline, cost structure and offerings, projected 
margins in this report are realistic. 
 
Capital Structure & Financing: The company recently closed a non-brokered Private 
Placement at CAD $0.25/share for net proceeds of CAD $2,028,500. A prior Convertible 
Note of CAD $217,488 was fully converted (principal and interest) into 869,954 shares with 
1 year hold. 20% of the converted shares were released on Closing of the financing and 
every three months there will be 20% more released.  
There are currently 38.6 million shares outstanding. The company has 4,057,000 Warrants 
at an exercise price of CAD $0.50 and 603,925 others at various prices (historical 
warrants). In total, REW has 42,448,040 fully diluted shares. The current capital structure 
reflects a solid situation with no substantial obstacles to potential share price appreciation.  

The Referral Marketing Funnel 

Revenue Generation  

RewardStream’s Current Clients 

To what extend do you trust the 
following forms of advertising? 

Ownership: 
 

 Management: 16% 
 Friends and Family: 12% 
 1 Year Voluntary Pool: 26% 
 New Investors (Placement): 21% 
 Existing Investors: 13% 

 Float: 12% 

mailto:info@rampartners.ch


 RAMPartners SA 
Bvd Georges-Favon 19, 1204 Geneva, Switzerland 

  Email: info@rampartners.ch 

Analyst Email: ey@rampartners.ch 

         Telephone:  +41223108602 

 

      RewardStream Solutions Inc.                                     Author: Erenik Yzeiraj, Analyst                                                                  10.08.2016   

MANAGEMENT 

 
Our Management analysis framework is based on Management’s “skin in the game”, 
incentives, track-record, reaction to turbulence and business priorities within the company.  
 
 “Skin in the game”: REW’s management team represents the third largest shareholder in 

the company (16%). They have participated in the recent financings of the company. 
Their personal financial involvement in the company’s equity reflects what every investor 
is looking for in a management team: belief and conviction in the company’s success.  

 

 Incentives: Since the amalgamation was closed very recently, there are no publicly 
available audited financials up to date yet. Therefore, we cannot derive any executive 
compensation policy from the company so far. 

 
 Track-Record: REW is led by a stellar management team. The team brings a combination 

of successful entrepreneurial experience (Contigo Systems, Class Software Solutions and 
PayByPhone) with corporate involvement (TIO Networks, Sierra Wireless, Contractually). 
The current CEO, CFO, VP Operations and VP Product & Marketing have met each other 
at their experience within Contigo. Successes and achievements include: 

 
o CEO: designing the strategy of TIO’s payment Wallet (over $1 billion per year in 

payments),  
o VP Sales: helped grow PayByPhone from start-up to acquisition by PayPoint for $43 million 
o CFO: has raised over $20 million for tech and biotech companies  
o VP Operations: launched first consumer telematics solutions at Contigo and oversaw full 

delivery system at TIO Networks 
o VP Product and Marketing: brought successful products to market for Glenayre, Infowave, 

Sierra wireless, Vision Critical, Contigo and Contractually. 
o Software Architect: Software Engineer at CAE and OpenText 
 
 With this successful track record rich in marketing, sales, technology and business 

expertise, REW’s team is on the right track to make REW its next success.  
 

 Reaction to turbulence: The combination of entrepreneurship with corporate background 
gives a management team the necessary creativity and discipline it needs to react to 
external and internal pressures. With the existing business complexity, markets’ 
volatility, investors’ impatience, customers’ unpredictability and constant commercial 
environmental change, we almost always need to see experienced grey hair alongside 
with hands-on adventurous dynamism. The current team has what it takes to handle 
potential problems.  

 
 Business priorities: Our research indicates that REW’s executives do not currently hold 

any executive positions in any other project or company. Therefore, their time, energy 
and focus are fully dedicated in providing revenue growth, profitability and shareholder 
value.  

 
We conclude that REW Management has the necessary skills, ability, devotion, focus and 
“skin in the game” to do everything in their hands to make this project work. 

 
 
 
 
 

 
 

 
 
 
 
 
 

 
 
 
 
 
 
 

Management Analysis: 
 

Our in-house model shows that management has the 
necessary skills, ability, devotion, focus and “skin in 

the game” to do everything in their hands to turn 
RewardStream into a big success and ultimately 

provide value for shareholders. 
 

RewardStream’s Management Team 
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Disclaimer 

 
Copyright 2016 RAMPartners SA. All rights reserved. This report has been prepared and issued by RAMPartners. All information used in the publication of this report has been 
compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this 

report represent those of the analyst at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain 

categories of investors. RAMPartners does not offer or provide personalized advice. We publish information about companies in which we believe our readers may be interested 

and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in any 

manner whatsoever as, personalized advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as 
RAMPartners’ solicitation to effect, or attempt to effect, any transaction in a security. This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities 

mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in 

any securities mentioned or in the topic of this document. RAMPartners has a restrictive policy relating to personal dealing. RAMPartners does not conduct any investment 

banking business with the company and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, 
employees and contractors of RAMPartners may have a position in any or related securities mentioned in this report. RAMPartners was not compensated for this report.  

RAMPartners or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can 

fall as well as rise and are subject to large and sudden swings. In addition, it may be difficult or not possible to buy, sell or obtain accurate information about the value of 

securities mentioned in this report. Past performance is not necessarily a guide to future performance. Forward-looking information or statements in this report contain 
information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties 

and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. The distribution 

of this document is not a “personalized service” and, to the extent that it contains any financial advice, is intended only as a “class service” provided by RAMPartners (i.e. 

without taking into account the particular financial situation or goals of any person). To the maximum extent permitted by law, RAMPartners, its affiliates and contractors, and 

their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the information contained in this 
report and do not guarantee the returns on investments in the products discussed in this publication.  
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