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 ???? please add a graph of stock performance, as we discussed, in any relevant location in this doc???? 

Parameters 2016A 2017E 2018E 2019E 2020E 

Revenues ($K) 728 1,535 4,264 8,304 10,257 

Operating profit (loss) 
($K) 

-5,738 -5,132 -2,889 -684 -208 

EPS ($) -0.21 -0.15 -0.09 -0.03 -0.01 

Vonetize published its Q3 2017 report, which included the following main points: 

 Revenues for the first nine months of 2017 amounted to $984K, compared with $539K for 
the corresponding 2016 period, and with $728K in 2016 as a whole. Growth in revenues 
stemmed from the distribution of services, and the signing of distribution and service 
agreements in Israel, Russia and Latin America. 

 Vonetize has more than 2 million "unique users" for its services in Israel alone. 

 Distribution agreement in Israel with Triple C Cloud Computing Ltd. ("Triple C"): on 
November 16, 2017, Vonetize announced that its services to Triple C will be provided 
according to the current agreement until the end of November 2017. Vonetize will provide 
Triple C with a technology platform and VOD content by April 30, 2018, the date on which the 
agreement will be terminated and services will be discontinued to Triple C. Triple C will 
continue to operate the SMART brand in Israel. 

 MoU for the acquisition of Takoomi's video advertising activity: the possible transaction will 
be based on cash payments, and shares of Vonetize (at market price). An acquisition will 
enable Vonetize to integrate audience-targeted advertising on its content platform. 

 Operations in Russia: on November 20, 2017, Vonetize announced that it had launched its 
content platform in a pilot format for a leading media conglomerate in Russia. 

Vonetize Plc (“Vonetize”), an Israeli-headquartered company, offers Video-on-Demand (VOD) 
and Over-The-Top (OTT) content services, technology platforms as fully-managed services for 
set-top boxes, smart phones, smart TVs and other Internet-connected devices.  The company 
offers multi-screen end-to-end video content solutions, including premium content from 
Hollywood studios; cloud-based digital video delivery of live and VOD content; content 
management systems; billing; CRM; and marketing/business intelligence (BI) analysis systems.  
The company is also active in Latin America, Africa, and the UK. Vonetize has been listed on the 
Tel Aviv Stock Exchange (TASE:VNTZ) since July 2016.  It was established and incorporated in 
Cyprus as Pixelate T.V. Ltd. in April 2011, and renamed to its current name in February 2016. 
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Analysis 

 Vonetize’s distribution agreement with Triple C, which will be terminated in April 2018, is 
significant not only in terms of revenues for Vonetize, but also in terms of its business and 
strategic positioning as a content provider in Israel and worldwide. In our report dated 
November 21, 2017, this issue was taken into account in the economic model. 

 On the other hand, the domain in which Vonetize operates is dynamic in its developments. 
Thus, its business model is expected to enable it to develop very rapidly based on an existing 
technology platform, which can be customized rapidly according to local suppliers’ 
requirements and service operations. In this context, Vonetize’s possible acquisition of 
Takoomi's activity is, in our understanding, synergetic and complementary to its activity in the 
OTT field. If this transaction is realized, it will provide significant financial potential for 
Vonetize both in its business operations and in its renewed positioning as a broad platform 
that also includes a targeted advertising platform. 

 Vonetize forecasts increased revenues based on its various agreements, and on expenses that 
are not expected to grow due to past investments, primarily in its technology. We estimate 
that this growth will occur in 2018. In addition, the company's auditors provided a warning 
disclosure; Vonetize must raise capital before the end of 2018. 

 We maintain our previous valuation at NIS 44.3M / $12.6M. The price target is unchanged,  
in the range of NIS 1.17 - NIS 1.32, an average of NIS 1.24. 
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Quarterly Update 

The company published its Q3 2017 report, which included several significant updates: 

 Content platform pilot launched in Russia: On November 20, 2017 Vonetize announced that it launched its 

content platform in a pilot format for a leading media corporation in Russia. The two parties are preparing to 

launch the service commercially immediately after completion of the pilot. 

 Distribution agreement with Renxo S.A to market Vonetize's services in Latin America: On July 19, 2017, 

Vonetize reported that it had signed a binding agreement with Renxo S.A, which is engaged in the marketing and 

distribution of digital content services in Latin America, Europe, India and South Africa. According to the 

agreement, Renxo S.A will market Vonetize’s SmartVOD in Latin America. 

 On October 17, 2017, Vonetize published an announcement regarding its distribution agreement in Israel with 
Triple C Cloud Computing Ltd. ("Triple C"): 

o On November 16, 2017, Vonetize announced that its services to Triple C will be provided according to the 
current agreement until the end of November 2017. Furthermore, Vonetize will provide Triple C with a 
technology platform and VOD content for the latter’s subscribers by April 30, 2018, the date on which the 
agreement will be terminated. From the date of termination, Vonetize will cease to provide its services to 
Triple C, but the latter will have exclusive rights to market and sell the “SMART” brand in Israel. 

o Vonetize retains the right to continue offering unlimited content services in Israel. 
o Triple C will pay Vonetize a balance agreed upon for the services and a fixed monthly payment until April 

30, 2018, so that Vonetize’s revenues for the agreement period will amount to NIS 2M. In parallel, Vonetize 
will reduce its investment in content licensing for the Triple C project, so that the resulting net cash-flow for 
Vonetize from the agreement termination will not, according to them, materially affect the company.  

o Moreover, Vonetize’s management state that this development with Triple C provides Vonetize with the 

potential to directly complete within the IP TV domain in Israel 

 Expansion of service distribution agreement for Vonetize’s SmartVOD by LG in Brazil and Mexico: On October 

15, 2017, the company announced the signing of an addendum to its SmartVOD service distribution agreement 

with LG Electronics Inc. Based on the addendum, Vonetize’s service will also be distributed by LG in Mexico and 

Brazil. The distribution will be carried out through pre-installation of SmartVOD in LG smart TVs that are sold in 

these countries, as well as via “pushing” software updates to existing smart TVs in the market. LG will also 

promote the service through premium placement in their smart TV main content screen. 

 Vonetize announced that it has more than 2 million "unique users" for its services in Israel alone. Unique users are 
defined by Vonetize as those that have accessed and/or made use of their services (for example, have viewed one 
video) on their device(s), whether with or without payment. 

 Q3 2017 financial data 
o Revenues grew to approximately $984K, compared with approximately $540K in the corresponding 

2016 period. The increase was primarily due to revenues from operations in Brazil and the Triple C 
transaction. 

o Cost of sales increased significantly to approximately $3.16M compared with approximately $1M in 
the corresponding 2016 period, primarily as a result of amortization and provisions made by the 
company in the amount of $860K against the background of the Triple C transaction and a real 
increase in content costs (as a result of growth in sales). 

o Research and development, and general and administrative expenses remained at a level similar to 
that of the corresponding period in 2016. Total operating loss increased by approximately $800K, 
primarily as a result of the increase in cost of sales. 

o On August 6, 2017, Vonetize issued convertible bonds (Series A) totaling NIS 15.2M, NIS 0.95 per bond. 
The bonds are convertible into ordinary shares; one bond (with a NIS 1.4 par value) can be exchanged 
for an ordinary share. Bond interest rate is 6% per annum. 

o Vonetize’s cash amounted to approximately $2.35M. The company’s capital deficit rose to $5.3M, 
primarily due to the bond issue. 

o Vonetize’s accountant has provided a warning disclosure, which is currently an on-going concern. 
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Possible acquisition of Israeli Takoomi’s advertising activity 
Following the publication of Vonetize’s Q3 2017 report on December 5th, an MoU was signed with Takoomi, an Israeli 
company active in the video advertising domain. Takoomi specializes in the field of video, having both technological 
capabilities and presence among large advertisers. Thus far, Takoomi has focused primarily on Internet, and not on 
OTT television. 
 
Vonetize seeks to acquire Takoomi’s activity that was established in 2012, and generated revenues of NIS 7M in 2016, 
with a gross profit of 25%. The purpose of the acquisition is to expand Vonetize’s content services via an advertising-
based model, and to offer these services to additional customers through platforms on which Takoomi advertises.  
In other words, an acquisition would provide Vonetize with the opportunity to connect to significant advertisers in the 
television space. Additionally, Vonetize has agreements in place with major studios, and a technology platform with 
relatively fast interfacing capabilities. The resulting combination of technologies would enable precise audience 
segmentation for advertisements, thus establishing an advertising-based communication model rather than a 
subscription model. 
 
The acquisition transaction is expected to total approximately $1M over two years, based on cash payments 
throughout the period as well as grants based on success. In addition, Takoomi will receive Vonetize shares, which 
constitute a significant part of the deal (approximately 1.5M shares, which are equivalent to the average market price 
of approximately $300K). 
 
Analysis 

The company lost Triple C, a significant Israeli customer. We remind that the company also lost another significant 
customer a year ago (Samsung). As Vonetize is a small firm that is active in a highly competitive market, it may suffer 
great volatility in its business cycle. However, Vonetize is seeing increased revenues in Brazil. In addition, a pilot 
project in Russia, if successful, is expected to lead to a significant increase in revenues.  
 
In Israel, the company is expected to contract with Takoomi, which will enable it to expand its technology platform 
services, positioning Vonetize as a content provider with an attractive business model for advertisers as well. However, 
this transaction has not been finalized, and therefore we are not yet including it in our economic model. 
 
Vonetize’s revenues in Russia and Africa are forecasted to be lower than expected during 2017 in view of Q3 2017 
results, but may increase during 2018. 
 

In light of this, we maintain our previous valuation at NIS 44.3M / $12.6M. The target price for the company’s share is 
in the range of NIS 1.17 - NIS 1.32, an average of NIS 1.24. 
 
Below is the stock overview YTD (Source: TASE website): 
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Appendix - Financial Reports 

Balance Sheet, in 000, $ 

 Audited Audited Unaudited 

Current Assets: 31.12.2015 31.12.2016 .2017930.0 

Cash and cash equivalents 1,308 1,925 2,353 

Other deposits (VOD Libraries)  248 347 1,245 

Account receivable 830 504 456 

Total current assets 2,386 2,776 4,054 

Current Assets:-Non    

Restricted deposits 36 23 0 

Other deposits (VOD Libraries)  619 308 331 

Taxes -   

PPE, net 58 49 0 

Total non-current assets 713 380 331 

    

Total Assets 3,099 3,156 4,385 

Current Liabilities:    

Cash withdraw 31 14 0 

Taxes 342 401  

Accounts payables (VOD Libraries)  656 1,457 2,365 

Other accounts payable 673 965 1,693 

Financial obligations to company owners - 692 631 

Total current liabilities 1,702 3,529 4,689 

Current Liabilites:-Non    

Financial obligations to company owners 0 516 3498 

Accounts payables (VOD Libraries)  76 0 0 

Warrants exercisable into shares 0 31 1501 

Total Liabilities 1,778 4,076 9,688 

Equity  1,321 -920 -5,303 
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Profit and Loss, in 000, $ 

 Audited Audited Audited Unauditied Unauditied 

 31.12.2014 31.12.2015 31.12.2016 30.9.16 30.9.17 

Revenues 1,650 1,963 728 539 984 

Cost of revenues 1,247 2,020 2,766 1,891 3,158 

Gross profit (loss) 403 -57 -2,038 -1,352 -2,174 

      

Research and development expenses 1,029 689 1,194 895 833 

General and administrative expenses 1,500 2,135 2,423 1,787 1,852 

Other expenses -344 49 83 62 - 

Operating loss -1,782 -2,930 -5,738 -4,096 -4,859 

      

Financial expenses -82 -100 -241 -213 -454 

Other financial expenses (income), net 88 16 5 14 19 

Total loss before tax -1,776 -3,014 -5,974 -4,295 -5,294 

Tax -235 -146 -39 -10 - 

Total loss -2,011 -3,160 -6,013 -4,285 -5,294 
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Disclaimers, disclosures and insights for more responsible investment decisions 

"Frost & Sullivan" – A company registered in California, USA with branches and subsidiaries in other regions, including in Israel, and including  any 
other relevant Frost & Sullivan entities, such as Frost & Sullivan Research & Consulting Ltd. ("FSRC"), a wholly owned subsidiary of Frost & Sullivan 
that is registered in Israel – as applicable. "The company" or "Participant" – The company that is analyzed in a report and participates in the TASE' 
Scheme; "Report", "Research Note" or "Analysis"  –  The content, or any part thereof where applicable, contained in a document such as a Research 
Note and/or any other previous or later document authored by "Frost & Sullivan", regardless if it has been authored in the frame of the "Analysis 
Program", if included in the database at www.frost.com and regardless of the Analysis format-online, a digital file or hard copy; "Invest", "Investment" 
or "Investment decision" – Any decision and/or a recommendation to Buy, Hold or Sell any security of The company. 

The purpose of the Report is to enable a more informed investment decision. Yet, The Report does not include any personal or personalized advice 
as it cannot consider the particular investment criteria, needs, preferences, priorities, limitations, financial situation, risk aversion, and any other 
particular circumstances and factors that shall impact an investment decision.Nothing in a Report shall constitute a recommendation or solicitation to 
any specific decision maker to make any specific "Investment Decision" - as defined above or by various laws - so Frost & Sullivan takes no 
responsibility and shall not be deemed responsible for any specific"Investment Decision", and will not be liable for any actual, consequential, or 
punitive damages directly or indirectly related to The Report. Without derogating from the generality of the above, you shall consider the following 
clarifications, disclosure recommendations and disclaimers. Frost & Sullivan makes no warranty nor representation, expressed or implied, as to the 
completeness and accuracy of the Report at the time of any investment decision, and no liability shall attach thereto, considering the following among 
other reasons: The Report may not include the most updated and relevant information from all relevant sources, including later Reports, if any, at the 
time of the investment decision, so any investment decision shall consider them; The Analysis considers data, information and assessments provided 
by the company and from sources that were published by third parties (however, even reliable sources contain unknown errors from time to time); The 
methodology aims to focus on major known products, activities and target markets of the company that may have a significant impact on its 
performance as per our discretion, but it may ignore other elements; The company was not allowed to share any insider information; Any investment 
decision must be based on a clear understanding of the technologies, products, business environments, and any other drivers and restraints of the 
company performance, regardless if such information is mentioned in The Report or not; An investment decision shall consider any relevant updated 
information, such as the company’s website and reports on Magna;  Information and assessments contained in The Report are obtained from sources 
believed by us to be reliable (however, any source may contain unknown errors. All expressions of opinions, forecasts or estimates reflect the 
judgement at the time of writing, based on the company’s latest financial report, and some additional information (they  are subject to change without 
any notice). You shall consider the entire analysis contained in the Reports. No specific part of a Report, including any summary that is provided for 
convenience only, shall serve per se as a basis for any investment decision. In case you perceive a contradiction between any parts of The Report, 
you shall avoid any investment decision before such contradiction is resolved. 

Risks, valuation and projections: Any stock price or equity value referred to in The Report, may fluctuate. Past performance is not indicative of future 
performance, future returns are not guaranteed, and a loss of original capital may occur. Nothing contained in The Report is, or should be relied on as, 
a promise or representation as to the future.  The projected financial information is prepared expressly for use herein and is based upon the stated 
assumptions and Frost & Sullivan's analysis of information available at the time that this Report was prepared.  There is no representation, warranty, 
or other assurance that any of the projections will be realized. The Report  contains forward-looking statements, such as "anticipate", "continue", 
"estimate", "expect", "may", "will", "project", "should", "believe" and similar expressions. Undue reliance should not be placed on the forward-looking 
statements because there is no assurance that they will prove to be correct. Since forward-looking statements address future events and conditions, 
they involve inherent risks and uncertainties. Forward-looking information or statements 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 to be materially different from current projections. Macro level factors that are not directly analyzed in the Report, such as 
interest rates and exchange rates, any events related to the eco-system, clients, suppliers, competitors, regulators and others  may fluctuate at any 
time. An investment decision must consider the Risks described in the Report and any other relevant Reports, if any, including the latest financial 
reports of the company. R&D activities shall be considered as high risk, even if such risks are not specifically discussed in the Report. Any investment 
decision shall consider the impact of negative and even worst case scenarios. Any relevant forward-looking statements as defined in Section 27A of 
the Securities Act of 1933, and Section 21E the Securities Exchange Act of 1934 (as amended) are made pursuant to the safe harbor provisions of 
the Private Securities Litigation Reform Act of 1995. 

TASE Analysis Scheme: The Report is authored by Frost & Sullivan Research & Consulting Ltd. within the framework of the Analysis Scheme of the 
Tel Aviv Stock Exchange ("TASE") regarding the provision of analysis services on companies that participate in the analysis scheme (see details: 
www.tase.co.il/LPages/TechAnalysis/Tase_Analysis_Site/index.html, www.tase.co.il/LPages/InvestorRelations/english/tase-analysis-program.html), 
an agreement that the company has signed with TASE ("The Agreement") and  the regulation and supervision of the Israel Security Authority (ISA). 
FSRC and its lead analyst are licensed by the ISA as investment advisors. Accordingly the following implications and disclosure requirements shall 
apply. The agreement with the Tel-Aviv Stock Exchange Ltd. regarding participation in the scheme for research analysis of public companies does not 
and shall not constitute an agreement on the part of the Tel-Aviv Stock Exchange Ltd. or the Israel Securities Authority to the content of the Equity 
Research Notes, or to the recommendations contained therein. 

As per the Agreement and/or ISA regulations: A summary of the Report shall also be published in Hebrew. In the event of any contradiction, 
inconsistency, discrepancy, ambiguity or variance between the English Report and the Hebrew summary of said Report, the English version shall 
prevail. The Report shall include a description of the Participant and its business activities, which shall inter alia relate to matters such as: 
shareholders; management; products; relevant intellectual property; the business environment in which the Participant operates; the Participant's 
standing in such an environment including current and forecasted trends; a description of past and current financial positions of the Participant; and a 
forecast regarding future developments and any other matter which in the professional view of Frost & Sullivan (as defined below) should be 
addressed in a research Report (of the nature published) and which may affect the decision of a reasonable investor contemplating an investment in 
the Participant's securities.. An equity research abstract shall accompany each Equity Research Report, describing the main points addressed. A 
thorough analysis and discussion will be included in Reports where the investment case has materially changed. Short update notes, in which the 
investment case has not materially changed, will include a summary valuation discussion.  Subject to the agreement, Frost & Sullivan Research & 
Consulting Ltd. is entitled to an annual fee to be paid directly by the TASE. The fees shall be in the range of 35 to 50 thousands USD per each 
participant. Each participant shall pay fees for its participation in the Scheme directly to the TASE. 

The  lead analyst holds an investment advisory license of the ISA and is responsible for this Report, certify that the views expressed in the Report 
accurately reflect their personal views about the company and its securities, and that no part of their compensation was, is, or will be directly or 
indirectly related to the specific recommendation or view contained in the Report. Neither said analysts nor Frost & Sullivan trade or directly own any 
securities in the company. 

© 2017  All rights reserved to Frost & Sullivan and Frost & Sullivan Research & Consulting Ltd. Any content, including any documents, may not be 
published, lent, reproduced, quoted or resold without the written permission of the companies. 
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