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Intellicheck Mobilisa, Inc. (IDN: $1.60 Price Buy; $3 PT)
A SaaS Play in Threat Identification and Identification Authentication Markets
Figure 1. Intellicheck Mobilisa, Inc.—Key Company Data, Prices as of 8/2/16
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 Investment Summary

Company Description
Intellicheck Mobilisa, Inc. develops,
integrates, and markets identity systems for
mobile and handheld access control and
security systems. The company provides
identity systems products, software
products for data collection devices; and
instant credit application kiosk software
applications. It also offers government
identification products In addition, the
company performs consulting work for
other companies. It serves government,
military, and commercial markets through
its salesforce and distributors. Intellicheck
Mobilisa, Inc. was founded in 1994 and is
headquartered in Jericho, New York.

Overview: lntellicheck Mobilisa, Inc. (Intellicheck) is a technology company that is engaged in developing,
integrating and marketing threat identification and identity authentication solutions to address challenges
that include retail fraud prevention, law enforcement threat identification, and mobile and handheld access
control and security for the government, military and commercial markets. Intellicheck's products include
Retail ID™, a solution for preventing fraud in the retail industry; Age ID™, a smartphone/tablet-based
solution for preventing sale of age-restricted products to minors; Age ID™ can also be integrated into
point-of-sale systems for retailers; Law ID™, a smartphone-based solution used by law enforcement
officers to identify and mitigate threats; and Defense ID®, a mobile and fixed infrastructure solution for
threat identification, identity authentication and access control to military bases and other government
facilities.
Positioning: Intellicheck core markets has a potential that exceeds $1B in annual recurring revenues.
The Company is also expanding its reach into new markets that will benefit from enhanced safety,
regulatory compliance and fraud prevention. Intellicheck has transitioned to a SaaS (Software as a
Service) model by moving their patented technologies to the web to provide enhanced safety, regulatory
compliance and fraud prevention for the billions of transactions that occur there each day.
Summary: Intellicheck has built two decades of experience in threat identification and identification
authentication. The Company is focused on markets that are benefitting from enhanced safety, regulatory
compliance and fraud prevention. Intellicheck history has translated to a successful business validated
by customers that include U.S. Military, Department of Homeland Security, Target, Kohl’s & Neiman
Marcus. With the transition to SaaS, Intellicheck business model embeds recurring revenue with high
margin. The Company has a strong IP portfolio that includes 25 patents (+9 pending). Intellicheck plans
to leverage their IP in the new target markets to strengthen the competitive position.
Our one-year price target of $3 is based on 5x EV/2016E sales and is supported by DCF. This
valuation multiple is within peer group valuation range. Institutional money flow is positive. The stock may
find support near the February 2015 lows of $1.36. Near-term resistance is at 10-week moving average
(MA) of $1.64.

The Disclosure section may be found on pages 23-24 of this report.
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Rationale
Overview: lntellicheck Mobilisa, Inc. (Intellicheck) is a technology company that is engaged in developing,
integrating and marketing threat identification and identity authentication solutions to address challenges
that include retail fraud prevention, law enforcement threat identification, and mobile and handheld access
control and security for the government, military and commercial markets. Intellicheck's products include
Retail ID™, a solution for preventing fraud in the retail industry; Age ID™, a smartphone/tablet-based
solution for preventing sale of age-restricted products to minors; Age ID™ can also be integrated into pointof-sale systems for retailers; Law ID™, a smartphone-based solution used by law enforcement officers to
identify and mitigate threats; and Defense ID®, a mobile and fixed infrastructure solution for threat
identification, identity authentication and access control to military bases and other government facilities.
Attractive Positioning: Intellicheck is an established player in threat identification, including authenticating,
verifying and validating persons’ identities in support of Fraud Prevention, Regulatory Compliance and
Enhanced Safety. Intellicheck core markets has a potential that exceeds $1B in annual recurring revenues.
The Company is also expanding its reach into new markets that will benefit from enhanced safety, regulatory
compliance and fraud prevention. Intellicheck has transitioned to a SaaS (Software as a Service) model by
moving their patented technologies to the web to provide enhanced safety, regulatory compliance and fraud
prevention for the billions of transactions that occur there each day.
Retail Market: Intellicheck Retail ID™ application is a proven identity authentication solution that can
instantly and accurately authenticate identification documents such as a driver license. This solution is
designed to deliver better service, increase loyalty and credit card programs and reduce fraud. Retail ID
reduces liability risks and ensures compliance by checking all retrieved data against each state's privacy
laws and regulatory requirements. The Company is currently in 60 day trials with two department stores.
Addressable market broadened: Intellicheck is aiming to tap new markets like Education,
Emergency/Disaster management, Healthcare, Law enforcement. The combined market opportunity of the
new markets is estimated at $2 billion. Intellicheck targets a 5% market share of this market which is around
$175 million market. This is more than three times the market which is currently addressed by Intellicheck
($50 million in 2014). The Company’s target market opportunity also includes over 200 million driver licenses
in the US. Around 170 ports in the US are mandated to implement the Transportation Worker Identification
Credential (TWIC).
Competitive Barriers: Intellicheck currently holds twenty-two U.S. patents, two Canadian patents and one
United Kingdom patent. These patents cover commercially important aspects of Intellicheck capabilities
relating to the authentication and verification of identification documents, and relating to our Defense ID®
System technology. Intellicheck will continue to pursue patents for all of our new technologies arising from
their research and development efforts.
Augmenting Sales efforts: Intellicheck has expanded its sales, marketing and strategic communications
capabilities, which are expected to fuel sales, increase awareness in key markets, build brand value, and
create tactical marketing and communications initiatives that will speak to important markets, in line with the
Company's long-term strategic plan. Contract awards that demonstrate growing traction in the public and
private sector, include the U.S. Army Corps of Engineers, TechFlow and the U.S. Navy, as well as Helzberg
Diamonds.
Summary: Intellicheck has built two decades of experience in threat identification and identification
authentication. The Company is focused on markets that are benefitting from enhanced safety, regulatory
compliance and fraud prevention. Intellicheck history has translated to a successful business validated by
customers that include U.S. Military, Department of Homeland Security, Target, Kohl’s & Neiman Marcus.
With the transition to SaaS, Intellicheck business model embeds recurring revenue with high margin. The
Company has a strong IP portfolio that includes 25 patents (+9 pending). Intellicheck plans to leverage their
IP in the new target markets to strengthen the competitive position.
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Valuation
Our one-year price target of $3 is based on 5x EV/2016E sales and is supported by DCF. This valuation
multiple is within peer group valuation range.
Institutional money flow is positive. Short interest days at 1.1 is unchanged from end of June. The stock may
find support near the February 2015 lows of $1.36. Near-term resistance is at 10-week moving average
(MA) of $1.64.

Investment Positives:
 Technology Leader in the Identity market: Intellicheck developed and maintains the nation’s largest ID
card development library. The Company is recognized as the leader in Driver License Scanning,
Identification and Verification Technologies. Intellicheck has strong business relationships with
Departments of Motor Vehicles (DMV) in all 50 US States. Intellicheck patents cover commercially
important aspects of their capabilities relating to the authentication and verification of identification
documents, and relating to their Defense ID® System technology.

 Scalable Business Model: As the company’s software platform is already developed, we believe the
company might not have to incur large product development expenses. Going forward, as revenues starts
increasing, the business model will be more associated with variable costs. Expense growth should lag
revenue growth. Intellicheck should see revenue improvement in 2017. In addition, currently recurring
revenue is about 25% of overall revenue. As this mix improves, gross margins should improve.

 Business model transformation: In the beginning of 2013, Intellicheck made a decision to move into
the SaaS offering from a pure play hardware provider integrating the software. This move clearly changed
its business model with more recurring revenues stream and a large addressable market.

 Addressable market broadened: Intellicheck is aiming to tap new markets like Education,
Emergency/Disaster management, Healthcare, Law enforcement. The combined market opportunity of
the new markets is estimated at $2 billion. IDN targets a 5% market share of this market which is around
$175 million market. This is more than three times the market which is currently addressed by IDN ($50
million in 2014).

 Large market opportunity: The largest market opportunity for Intellicheck are in the Retail and Law
enforcement space with Retail ID™ and Law ID™. Adjacent market includes the verification opportunity
of over 200 million driver licenses in the US. Also around 170 ports in the US are mandated to implement
the Transportation Worker Identification Credential (TWIC).

Investment Negatives:
 Losses since inception: Intellicheck has sustained net losses of $5,333,951 and $7,644,230 for the
fiscal years ended December 31, 2015 and 2014, respectively, and the accumulated deficit was
$98,633,745 as of December 31, 2015. Since the Company expects to incur additional expenditures in
line with the sales growth of the business, Intellicheck may not achieve operating profits in the near future.

 Reliance on reference data provided by government and quasi-government agencies. If
governmental and quasi-government agencies were to stop sharing data with Intellicheck, the utility of
the proprietary software would be diminished in those jurisdictions and business would be damaged.
Currently, the fifty states, ten Canadian provinces and the District of Columbia, cooperate with Intellicheck
by providing sample identification cards so that the Company may modify all of their hardware and
software products to read and analyze the encoded information found on such jurisdiction's identification
cards.

 Long sales and implementation cycles. Target customers in the commercial fraud protection, access
control and age verification industry sectors include large retailers and government agencies, typically
require longer sales and implementation cycles for than do potential customer base solely interested in
age verification, such as restaurant, bar and convenience store operators. The longer sales and
implementation cycles for larger retail companies continue to have an adverse impact on the timing of
realizing revenues.
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 The industry is evolving and its growth is uncertain. With changing administration in government,
changes in government budgets, and slowly evolving government standards on use of identity products,
the government sector is slowly developing. The commercial sector has the ability to develop faster than
the government sector, but it is also subject to a higher level of uncertainty because of potential
uncertainty in the continued financial health of commercial customers, as well as long sales cycles.

Recent Financial Results
Total revenues decreased by 4% to $951,000 for 1Q16 from $987,000 for 1Q15. The increase in Identity
Systems revenues in 1Q16 is primarily from the modest increase in Defense ID® sales. The decrease in
other revenues is a result of the sale of the wireless asset business in 3Q15. Backlog at the end of 1Q16,
which represents non-cancelable sales orders for products not yet shipped and services to be performed,
was approximately $161,000 compared to $292,000 at end of 1Q15. At the end of 4Q15, backlog was
approximately $339,000.
Figure 2. Intellicheck Mobilisa, Inc. – Statements of Operations

Sources: Company Reports and Joseph Gunnar estimates

During 1Q16, Intellicheck made sales to two customers that accounted for approximately 23% of total
revenues. The revenue was associated with two commercial identity sales customers and accounted for
approximately 14% of accounts receivable at March 31, 2016.
Gross profit as a percentage of revenues was 82.8% for 1Q16 compared to 60.3% for 1Q15. The increase
in percentage is due to higher revenues on the new SaaS model, lower equipment sales and a reduction in
amortization expense.
Operating expenses, which consist of SG&A and R&D expenses, increased $1,014,000 or 53% to
$2,936,000 for 1Q16 compared to $1,922,000 for 1Q15. Of this increase, $555,000 resulted from
accelerated R&D efforts on two new products: Retail ID Mobile product launched in May along with another
product to be announced shortly partially offset by a reduction in headcount. The remaining increase
reflected higher non-cash stock-based compensation costs, legal fees, and an early termination payment
on the office lease in Port Townsend.
Figure 3. Intellicheck Mobilisa, Inc. -

Sources: Company Reports and Joseph Gunnar estimates
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Intellicheck incurred a net loss of $2,143,000 for 1Q16 compared to a net loss of $1,302,000 for 1Q15. The
Company has a net operating loss carry forward for losses generated in prior years of $2.2 million.
At the end of 1Q16, Intellicheck had cash and cash equivalents of $4,074,000, working capital of $2,760,000,
total assets of $16,014,000 and stockholders' equity of $13,384,000.

Figure 4. – Intellicheck Mobilisa, Inc. – Consolidated Balance Sheeets

Sources: Company Reports and Joseph Gunnar estimates

Company Background
The Company originally incorporated in the state of New York in 1994 as Intelli-Check, Inc. On March 14,
2008, the corporation was renamed Intellicheck - Mobilisa, Inc. after the consummation of the merger with
Mobilisa, Inc. On October 27, 2009, the corporate name was changed to Intellicheck Mobilisa, Inc. On August
31, 2009, the Company acquired 100% of the common stock of Positive Access Corporation, a developer
of driver license reading technology. The acquisition of Positive Access expanded the Company's
technology portfolio and related product offerings and allowed the Company to reach a larger number of
customers through Positive Access's extensive distribution network. On October 27, 2015 Intellicheck
announced that their headquarters have been relocated to its Jericho, New York facility.
Intellicheck a technology company engaged in developing, integrating and marketing identity systems for
various applications including mobile and handheld access control and security systems for the government,
military and commercial markets. Products include the Defense ID® and Fugitive Finder systems, advanced
ID card access control products currently protecting military and federal locations, and ID-Check, a patented
technology that reads, analyzes, and verifies encoded data in magnetic stripes and barcodes on
government-issue IDs from U.S. and Canadian jurisdictions designed to improve the customer experience
for the financial, hospitality and retail sectors.
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Figure 5. Intellicheck Mobilissa, Inc. - Current Served Markets

Sources: Company Reports and Joseph Gunnar estimates

Intellicheck plans to expand the business by pursuing a research and development strategy designed to
move their technologies into new product markets that are expected to benefit from enhanced safety,
regulatory compliance and fraud prevention. The Company anticipates extending their technologies into the
healthcare and first responder spaces and to online applications to provide enhanced safety, regulatory
compliance and fraud prevention for the billions of transactions that occur there each day.
As a complement to these new offerings, Intellicheck is also developing a data analytics platform to analyze
the data we capture and to provide meaningful data, trend and predictive analysis to a variety of customers
in the commercial and government spaces. Intellicheck sold the wireless enterprise assets on August 31,
2015 in order to focus the company resources on the core identity authentication business.
Intellicheck primary businesses include Identity Systems products, which include commercial applications
of identity card reading and verification and government sales of defense security and identity card
applications.
Intellicheck technologies address problems such as:
Commercial Fraud and Risk Management - which may lead to economic losses to merchants from check
cashing, debit and credit card, as well as other types of fraud such as identity theft that principally use
fraudulent identification cards as proof of identity.
Instant Credit Card Approval -retail stores uses Intellicheck technology to scan a driver license at a kiosk
or at the Point Of Sale (POS) and send the information to a credit card underwriter to get instant approval
for a loyalty-branded credit card. This technique protects consumer data and is significantly more likely to
result in a completed transaction compared to in-store personnel asking customers to fill out a paper form.
Unauthorized Access - Intellicheck systems and software are designed to increase security and deter
terrorism at airports, shipping ports, rail and bus terminals, military installations, high profile buildings and
infrastructure where security is a concern.
Inefficiencies Associated With Manual Data Entry - by reading encoded data contained in the bar code
and magnetic stripe of an identification card with a quick swipe or scan of the card, where permitted by law,
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customers are capable of accurately and instantaneously inputting information into forms, applications and
the like without the errors associated with manual data entry.

Products and Services
Intellicheck products and services are sold as Software as a Service (SaaS) where customers pay for cloud
based service. The Identity Systems are marketed to the Commercial and Government identification sectors.

Figure 6. Intellicheck Mobilissa, Inc. – Products and Benefits

Sources: Company Reports and Joseph Gunnar estimates

Commercial Identification
ID√Check® Family – The patented ID√Check® technology is a document verification software. The
ID√Check® technology is embedded in many of their product lines including Retail ID™, Law ID™, Defense
ID®, Age ID™, Guest ID™, Access ID™ and TWIC ID™. It is capable of reading and verifying in a swipe or
scan the encoded format contained on U.S. and Canadian driver licenses, state issued non-driver
identification cards, and military IDs.
ID√Check® software does not require a connection to a central database to operate, thus negating privacy
concerns. The ID√Check® software applications can check if the format of the document is valid, if the
document has been altered, if the document has expired and if the person presenting the document can
purchase age restricted products.
Government Identity Systems
Product Enhancement. With the success of Defense ID® in the military and government industry sectors,
Intellicheck has enhanced their product line to support other entities such as law enforcement, port security
and commercial installations.
TWIC Program. The TWIC program continues to undergo testing for final rules regarding the reader
technology. Intellicheck was on the first list of ICE readers and will continue to provide its software on
additional hardware platforms to address the unique needs of each port. Intellicheck has combined Defense
ID® and TWIC reader applications to provide customers with the benefits of each product in a single device
and are the first company to have readers listed on the TSA's QTL (Qualified Technology List).
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Intellectual Property
Intellicheck currently holds twenty-two U.S. patents, two Canadian patents and one United Kingdom patent.
At present, Intellicheck has other patent applications pending in the U.S. Patent and Trademark Office as
well as internationally. These patents cover commercially important aspects of our capabilities relating to
the authentication and verification of identification documents, and relating to our Defense ID® System
technology. Intellicheck will continue to pursue patents for all of our new technologies arising from their
research and development efforts.

Target Industry Sectors
Commercial Identity Systems
Intellicheck has witnessed the increased use of false identification cards to engage in commercial fraud, to
gain access to unauthorized areas and to gain entry to critical infrastructure. Since merchants are facing
significant economic losses due to these frauds, Intellicheck believes that customers need is a document
verification system that can accurately read the electronically stored information. Intellicheck targets the
industry sectors that would most benefit from their systems and software.
Figure 7. Intellicheck Mobilissa, Inc. – Target Industries and Current Customers

Sources: Company Reports and Joseph Gunnar estimates

Government Identity Systems
Intellicheck Defense ID® system is tailored to locations that validate identification cards as a means of
access. Historically, the military sector has been the primary focus, followed closely by Sea Ports, Oil
Refineries and the law enforcement sector. Military bases, for example, are an ideal location for the use of
the Defense ID® system because individual ID cards are checked prior to allowing base access and, in most
cases, bases issue visitor/vendor passes to individuals needing access that do not possess a military ID.
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Because Defense ID® is customizable, it can be used in many different environments. The information
provided via instant access to multiple law enforcement databases proves invaluable to gate officers and
law enforcement personnel ensuring the security of a facility.

Customers
Commercial Identity Systems
Intellicheck has generated revenues from customers from the sale of systems, licensing of software and
sale of software upgrades. Representative customers that have used or are using Intellicheck systems and
software for commercial fraud protection and productivity enhancement include Fidelity Information
Services, MGM Grand, Caesar’s Palace, and Enterprise.
Government Identity Systems
Intellicheck has generated revenue from customers from the sale of systems, licensing of software and sale
of extended service agreements. Representative customers that have used or are using Intellicheck systems
and software for security and identification purposes include the U.S. Airforce Academy, Fort Wainwright
and Andrews AFB.
Although the composition of Intellicheck largest customers has changed from year to year, a significant
portion of revenues have been attributable to a limited number of major customers. In 2015, the top ten
customers accounted for approximately 59% of total revenues. In 2014, the top ten customers accounted
for approximately 44% of total revenues.

Competition
Intellicheck competes in an industry that is intensely competitive and rapidly changing. Unless a device can
read, decode and analyze all of the information that is legally permitted to be analyzed, which is electronically
stored on a driver license, the user may not obtain accurate and reliable confirmation that a driver license is
valid and has not been altered or tampered with. ID√Check® units, which can read bar codes, are at a
competitive advantage because all states and Canadian provinces currently utilize bar codes to encode their
driver licenses, as well as all U.S. military IDs and uniformed services cards.
In the government identity sector, there are several companies, including MorphoTrust USA, EID Passport
and HID Global that are currently offering products that compete with the Defense ID® system. Several of
Intellicheck competitors are also customers. The U.S. government also has DBIDS and AIE that compete
with Intellicheck products. Motorola and Honeywell are offering an embedded driver's license reading
solution on a tether scanner. Intellicheck will continue to experience increased competition in the document
verification sector.

Marketing and Distribution
Commercial Identity Systems
Intellicheck objective is to become the leading developer and distributor of document and age verification
products. To date, marketing efforts have been through direct sales by sales and marketing personnel,
through resellers and license agreements. Intellicheck markets their products through direct marketing
approaches such as web marketing, a small number of select trade shows and well known public interest
and trade associations.
Intellicheck generates revenues from the licensing of software and the selling of bundled solutions that
contain hardware and software. The bundled solutions are sold as a Software as a Service (SaaS).
The ID√Check® software is available to customers via the cloud (SaaS) and available for Microsoft Windows
and Windows Mobile platforms in addition to devices such as credit card terminals and other operating
systems such as Linux. Intellicheck is marketing the ID√Check® technology to the government, airlines,
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airports, high profile buildings or infrastructure, mass merchandisers, grocery, convenience and pharmacy
chains, casinos and banks.

Government Identity Solutions
When dealing with military and government entities, Intellicheck must comply with applicable procurement
regulations. In addition to sole source awards, Intellicheck also respond to Requests for Proposal ("RFPs")
and Requests for Qualifications ("RFQs") when their technological capabilities meet that of the desired
system.

Worldwide Identity and Access Management Forecast
Identity and access management (IAM) has always been a market somewhat separate from the rest of
security because it is much more about "letting the good guys in" than it is about "keeping the bad guys out."
Enterprises will find out that these are two sides of the same coin. The increasing popularity of user behavior
analytics and dynamic authentication combine to allow for the coveted two sided approach. This recognition
can be both lucrative and risky for traditional IAM vendors that must not only compete with traditional players
in the space but also with vendors in other areas — most notably intrusion detection and security information
and event management submarkets.
Meanwhile, the traditional IAM solutions in user provisioning, multifactor authentication, and single sign-on
(SSO) submarkets are consolidating as distributed architectures, and strong standards allow enterprises to
select a single vendor for the bulk of its IAM needs.
To remain competitive, IAM vendors must continue to integrate their solutions into suites while providing
additional value-add in terms of user behavior analytics, dynamic authentication, and strong authentication.
In addition, they must consider how privileged access management (PAM) and cloud based solutions will
affect their positions.
Identity and access management vendors like Intellicheck are looking toward real time, dynamic use cases
and supporting new architectures to differentiate their solutions.
Technology Suppliers
IAM vendors must recognize that the identity management space appears lucrative in the eyes of other
vendors and, therefore, must evaluate nontraditional competitors to ensure that they are positioned for future
success.
Submarkets are collapsing quickly as new distributed architectures along with existing standards make it
easier to tie together technical components such as strong authentication, single sign-on, and user
provisioning. In addition, newer functionality like dynamic authentication and user behavior analytics can
span product categories.
The cloud is coming but not in its purest, whitest form. The IT version will actually be a mass of storm clouds
that vendors will need to navigate. Keep in mind that the datacenter is still the ship to large enterprises, and
there is no sign of it disappearing, so integration between newer cloud technologies and older on-premise
systems is key.
Compliance has always been a driver for security spending, but its limitations are becoming noticeable.
Vendors must recognize the shift toward risk and particularly insider threat as a potential driver of enterprise
requirements.
Market Forecast
The future of identity and access management can be characterized as one of market collision and evolution
as companies look to adopt third-party platform technologies and architectures.
IDC forecasts, Identity and access management revenue to grow at a CAGR of 8% by 2019. IAM product
and SaaS sales are benefiting from a strong focus on internal policy enforcement, especially context-driven
identity.
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Figure 8. Worldwide Identity and Access Management Revenue by Submarket, 2014-2019E ($M)
2014–2019
CAGR (%)

2014

2015

2016

2017

2018

2019

Single sign-on

2,051

2,232

2,429

2,646

2,860

3,087

9

Authentication

1,609

1,753

1,909

2,076

2,251

2,438

9

Provisioning

768

819

874

930

988

1,046

6

Privileged access

436

490

547

604

662

721

11

Legacy authentication

188

177

166

156

147

138

(6)

$5,052

$5,470

$5,925

$6,413

$6,907

$7,430

8%

Total

Sources: IDC and Joseph Gunnar estimates

Demand for IAM solutions remains high; however, newer distributed architectures, an increasing adherence
to standards, and integration of new capabilities into native platforms are all driving the market slightly lower
and forcing vendors to find new ways to differentiate.
Drivers and Inhibitors
Drivers
Insider Threat
Assumption: The threat pendulum is swinging back toward insider concerns in enterprises. Whether or not
actual insiders are identified as a threat for acting maliciously or compromised accounts are identified as a
key part of the attacker kill chain, strengthening the identity validation process and monitoring user activity
is a priority issue.
Impact: Organizations are still working on enterprise wide strategies for provisioning, single sign-on, and
most importantly multifactor authentication. In addition, user behavior analytics is on the horizon of adding
context to user sessions. There is still a lot of work to be done in enterprises, and vendors will benefit.
Privileged Access Management
Assumption: Privileged access management is still on the minds of enterprises as they defend against
credential theft and other account compromise. The focus on shared accounts and partner access continues
to drive the need. Furthermore, the architecture lends itself to broader use as user activity monitoring and
dynamic authentication become more popular.
Impact: The privileged access management space continues its strong growth. Vendor decisions in the next
couple of years will make or break the opportunity for success as the need increases but also overlaps with
other product categories.
Inhibitors
Microsoft
Assumption: Microsoft continues to enhance its identity management offerings, especially with its Azure AD
Premium cloud-based solution. With strong enterprise momentum behind Office 365, the company is also
successfully changing its active directory story from device-oriented group policy management to useroriented identity management.
Impact: Most immediately, the pure-play, cloud-oriented, single sign-on providers must strengthen their
positioning against the Microsoft story by focusing on either user constituencies (consumers, partners, etc.),
functional differentiation, or industry alignment. Major suite vendors must continue to build out their
integration capabilities.
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Strong Authentication
Assumption: Hardware tokens for remote access via enterprise VPNs along with the mainstay use case for
the strong authentication market are no longer a strategic need for enterprises. Newer software-based
solutions, typically offered on smartphones, are becoming the de facto standard for strong authentication.
Moreover, with the smartphone also replacing the need for specialized biometric capture/input devices, its
value proposition is ensured.
Impact: Hardware tokens won't disappear overnight, but fewer and fewer contracts will be renewed.
Meanwhile, cheaper tokens and wearable devices will blur the lines a bit. However, even while demand for
strong authentication increases, decreasing per-user prices amidst commoditization will add some drag.

Market Share
Worldwide revenue for the identity and access management market reached $5.1 billion in 2014, up from
$4.7 billion in 2013. We anticipate that the overall market will increase to $7.4 billion in 2019. Market drivers
include the convergence of mobility, social networking, big data analytics, and an increasing demand for the
cloud and SaaS delivery of traditional IT software and services.
Figure 9 shows worldwide revenue for 2013 and 2014 and the growth and market share of 2014 for identity
and access management vendors.
Figure 9. Worldwide Identity and Access Management Revenue by Vendor, 2013 and 2014 ($M)
2013 Share
2014 Share
2013–2014
(%)
(%)
2013
2014
Growth (%)
IBM

578

616

12.4

12.2

7

EMC

528

586

11.3

11.6

11

Oracle

499

510

10.7

10.1

2

CA Technologies

437

427

9.3

8.5

(2)

Gemalto

376

411

8.1

8.1

9

Symantec

342

332

7.3

6.6

(3)

Micro Focus

188

203

4

4

8

Dell

158

176

3.4

3.5

12

Datacard

89

96

1.9

1.9

8

CyberArk Software

61

87

1.3

1.7

41

Subtotal

3,256

3,444

69.7

68.2

6

Other

1,419

1,608

30.3

31.8

13

$4,674

$5,052

100

100

8%

Total

Sources: IDC and Joseph Gunnar estimates

Market Leaders
The market leaders offer comprehensive portfolios of IAM and IAM SaaS offerings for their customers.
We see the following differentiators among them:
IBM continues to capitalize on its appliance strategy, which makes its suite appear more flexible and easier
to implement.
EMC has strong growth but will face significant challenges if it doesn't solidify its single sign-on offering.
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Gemalto bought SafeNet in August 2014, so it inherits the combined revenue. However, as with EMC, the
jury is still out on whether the company can combine disparate SSO offerings into a cohesive solution.

CyberArk is growing significantly faster than its submarket, highlighting its dominance of that area. However,
competition is heating up, and the company will need to figure out how to expand into a market dominated
by much larger competitors.
Market Developments
The market continues its drive toward consolidation with major players supporting key standards and
integrating strong authentication, single sign-on, and provisioning capabilities into suites.
Multifactor authentication continues to grow in demand, but the move to software solutions (e.g., smartphone
apps) and new entrants into the market are driving prices down and offsetting traditional upside potential.
Privileged access management continues to grow at a healthy rate. Use cases remain disparate with niche
opportunities available; however, monitoring sensitive accounts — particularly third-party access — will drive
the market and create newer, broader opportunities for PAM architectures to be deployed for all users.
User behavior analytics and dynamic authentication will become a key battleground as vendors from other
security markets vie for attention. Integration of capabilities into existing processes will determine the
outcome.

Identity and Access Management Market Trends
IAM is an information security and risk discipline, and it is set of processes and technologies that manage
the identities and entitlements of people, services and things, and the relationships among them. It provides
the right access for the right reasons, enabling the right interactions at the right time, to help drive business
outcomes.
Electronic signature products and services have proven their business value in the marketplace. IAM
professional services has seen broad adoption, and use of these services is particularly prevalent for
strategy, process analysis, design and identity governance, and administration (IGA) tool implementations.
Security information and event management (SIEM) has been deployed widely for threat identification and
prevention use cases. While SIEM's direct value for IAM use cases is not often realized, SIEM provides data
collection capabilities that can be used by more advanced analytical tools, such as user and entity behavior
analytics (UEBA), to identify potential breaches enabled by compromised privileged accounts. Privileged
access management (PAM) technologies have continued to penetrate the market to help prevent breaches
and provide better visibility and control for privileged access.
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Figure 10. Adoption Cycle of Identity and Access Management Technologies

Sources: Gartner and Joseph Gunnar estimates

Phone-as-a-token authentication methods continued to have a strong adoption trend due to increased
mobile device presence as well as their advantages over legacy hardware tokens. However, out-of-band
SMS and voice modes are being eroded, while mobile push methods are on the rise. Federated identity
management, particularly SAML-based identity federations, is mainstream and widespread SaaS usage has
spurred federation technology's market growth. IAM as a service (IDaaS) is moving rapidly through the
adoption cycle as more organizations realize rapid time to value, albeit mostly for "lightweight" functional
requirements that don't include in-depth identity governance needs.
System for Cross-Domain Identity Management (SCIM) advanced because prevalent SaaS providers began
to support the standard. Vendors have begun to support OpenlD Connect in their access management
products and services, although interoperability testing is in its early days and implementations are relatively
rare. User managed access (UMA) had its first production implementations during the last year.

Page 14

Equity and Industry Research
August 2, 2016
Intellicheck Mobilisa, Inc.

Figure 11. Priority Matrix for Identity and Access Management Technologies

Sources: Gartner and Joseph Gunnar estimates

IAM technologies are predominantly infrastructure technologies. They are implemented to support one or
more business process improvements or compliance initiatives. For this reason, many of the business
benefits from IAM adoption are indirect. The ability to deliver accountability and transparency of access to
the business remains important. However, IAM has a significant opportunity to deliver direct business value
by enabling easy, lower-cost, risk-managed interactions with partners and customers.
Technologies that have seen mainstream penetration, such as federated identity management and IAM
professional services, have repeatedly demonstrated their impact and value. So have technologies with
anticipated mainstream adoption in two to five years, such as IDaaS and IGA. Early phase technologies,
such as Internet of Things authentication and blockchain technologies for IAM applications, hold great
promise, but have a long way to go to be proven.

Competitive Positioning for Identity and Access Management
Gartner forecast that by 2020, 40% of identity and access management (IAM) purchases will use the identity
and access management as a service (IDaaS) delivery model - up from less than 20% in 2016.
A vendor in the IDaaS market delivers a predominantly cloud-based service in a multitenant or dedicated
and hosted delivery model. The service brokers a set of functionality across multiple IAM functions specifically, identity and governance administration (IGA), access enforcement, and analytics functions - to
target systems on customers' premises and in the cloud.
Competitive vendors must provide a baseline level of functionality in all of the following IAM functional areas:
IGA: At a minimum, the vendor's service is able to automate synchronization of identities held by the service
or obtained from customers' identity repositories to target applications and other repositories. The vendor
also must provide a way for customers ' administrators to manage identities directly through an IDaaS
administrative interface, and allow users to reset their passwords.
Access: Access includes user authentication, single sign-on {SSO) and authorization enforcement. At a
minimum, the vendor provides authentication and SSO to target applications using web proxies and
federation standards. Vendors also may offer ways to vault and replay passwords to get to SSO when
federation standards are not supported by the applications.
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Identity log monitoring and reporting: At a minimum, the vendor logs IGA and access events, makes the
log data available to customers for their own analysis, and provides customers with a reporting capability to
answer the questions, "Who has been granted access to which target systems and when?" and "Who has
accessed those target systems and when?"
The IDaaS market remains roughly split between two styles of offerings.
Web-centric IDaaS providers support web and mobile architected application targets in the cloud or on
customers' premises. Web-centric IDaaS providers generally have strengths in multifactor authentication
and SSO. Offerings tend to support the basic user administration, self-service and identity synchronization
aspects of IGA, but lack legacy application connector support, and customizable multilevel approval
workflow and governance features, such as access certification, role mining and role life cycle management,
and segregation of duties violation detection. Web-centric IDaaS usually deploys rapidly because the
services are designed to be multitenant, and customization and legacy integration requirements are not the
primary design goals.
Legacy, full-featured IDaaS providers have services that were developed to support web applications onpremises and in the cloud, as well as legacy applications. More IGA connectors are available for legacy
applications, and customizable approval workflows are supported. More of these vendors also provide
governance features, such as access certification, role mining and role life cycle management, and detection
of segregation of duties violations. Legacy supporting implementations can be deployed rapidly, but will
generally take longer and be more costly, because the more advanced IGA features they support are needed
by larger organizations, often from regulated industries and with complex requirements. Also, customized
IGA implementations often need implementation support from system integrators.
Over the next four years, the "fuzzy" dividing line will continue to blur as web-centric IDaaS providers deliver
more IGA features that are good enough for more organizations.
Figure 12. Magic Quadrant for Authentication

Sources: Gartner and Joseph Gunnar estimates

The market is mature, with several vendors offering products that have been continuously offered during the
past three decades (although ownership has changed over that time). However, new methods and vendors
continue to emerge, with the most rapid growth occurring within the past decade in response to the changing
market needs for different trade-offs among trust, user experience (UX) and total cost of ownership (TCO).
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The greater adoption of user authentication over a wider variety of use cases, the impact of mobile, cloud
and big data analytics, and the emergence of innovative methods continue to be disruptive.
There are more than 250 vendors offering some kind of stand-alone user authentication product or service,
although only approximately 100 of these might be commercially viable, and perhaps fewer than 50 vendors
have offerings that we would be consider to be credible choices for enterprise clients. Gartner’s Magic
Quadrant depicts the 14 vendors with the most significant market presence by number of customers or
number of end users served. The largest vendors in this Magic Quadrant account for the majority of the
market by customer and end user numbers.

IDaaS, evolution of the opportunity
Growth in the identity and access management as a service (IDaaS) market is expected to outpace that in
the overall identity and access management (IAM) market. This is in large part to increased adoption of
SaaS and platform as a service (PaaS) computing models. Compared with even a few years ago, the IDaaS
market is much more competitive, varied and diverse. Longstanding players, such as CA Technologies (CA),
Okta, OneLogin and Ping, compete with new entrants, including broader platform vendors (such as Microsoft
and Salesforce) and providers with an integrator background. This will put pressure on IDaaS pricing in the
next few years, changing the competitive dynamics of both the cloud and on-premises IAM markets.
The IDaaS market is still in its early stages, but will carry on, growing rapidly. Gartner estimates that, over
the next five years, the average annual growth rate in the IDaaS market will be 37%, compared with 8% for
the overall IAM market. Authentication as a service is a simple function to deliver compared with
multifunction IDaaS. Estimated total spend on multifunction IDaaS was almost $300 million in 2014, and
Gartner expects it to exceed $1 billion by year-end 2018.
Figure 13 shows the responsibilities that are primarily the IDaaS vendor's, the buyer's or are shared between
the vendor and buyer. Figure highlight the cost categories that organizations should analyze in total when
comparing the organization's own costs for managing current or planned on-premises software
implementations versus IDaaS. Many of these costs are for labor. Organizations should consider fully
burdened labor costs, including recruitment, training, salaries and benefits.
Figure 13. Vendor Versus Buyer Responsibilities for IDaaS

Sources: Gartner and Joseph Gunnar estimates
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Buyers believe they can reach their IAM goals more rapidly by going with IDaaS. This has been proved,
although mostly for web-centric application use cases that don't require the full features of a traditional IAM
software stack, particularly identity governance and administration (IGA). Buyers should expect faster
implementation times with IDaaS than with on-premises deployments. This also applies, but less so, to fullfeatured IDaaS and projects that include legacy applications and functional depth requirements for IGA.
IDaaS vendors know their solutions, and have worked to streamline implementation and operations.
However, these more-complex projects can still require significant time and money to implement, and
customization demands are a common cause of prolonged projects and cost increases.
Figure 14 depicts the set of core IAM functions, the common set of cloud and on-premises IAM delivery
models, and the extent to which the typical, cloud-based market offerings can deliver IAM functional depth
found in traditional IAM software stacks that have been deployed on-premises.
Figure 14. IAM Delivery Models

Sources: Gartner and Joseph Gunnar estimates

The IDaaS solutions market is composed of many startups that often specialize in IAM. This is in contrast to
the traditional on-premises IAM market, which is dominated by big providers such as IBM, Oracle, CA and
Microsoft, which offer products that span the security and IT space. But growing interest in cloud-based IAM,
and the sheer numbers of smaller players in the market, have resulted in a recent spate of mergers and
acquisitions (M&As) and market consolidation, which has now peaked. Many IAM providers are less likely
to acquire in this space as a result of prior acquisitions or internal development of their own IDaaS
capabilities.

Financials
Total revenues for 2015 were 6% higher in fiscal year 2015 as compared to fiscal year 2014. The increase
in the Identity Systems revenues in 2015 is a result of increased commercial identity sales. The decrease in
Other revenues in 2015 is a result of reduced wireless installation projects and the sale of the wireless assets
on August 31, 2015.
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Figure 15. Intellicheck Mobilisa, Inc. – Segment Results

Sources: Company Reports and Joseph Gunnar estimates

Backlog at the end of 2015, which represents non-cancelable sales orders for products not yet shipped and
services to be performed, was approximately $339,000. The backlog consists of Defense ID® contracts and
commercial sales orders. Backlog at the end of 2014 was approximately $530,000.
Gross profit increased by $158,000 or 4% to $4,008,000 for the year ended December 31, 2015 from
$3,850,000 in the year ended December 31, 2014. Gross profit, as a percentage of revenues, was 57% and
58% in 2015 and 2014, respectively. The decrease in percentage in 2015 is due to increased sales of a
particular type of equipment to a commercial customer that has a lower margin.
Operating expenses, which consist of selling, general and administrative and research and development
expenses increased by $2,201,000 or 30% to $9,489,000 for the year 2015 from $7,288,000 for, 2014.
Selling expenses increased 6% to $1,450,000 for the year 2015 from $1,374,000 for the year 2014,
principally as a result of increased salaries due to the hiring of sales representatives. General and
administrative expenses increased 33% to $5,444,000 for the year 2015 from $4,091,000 for the year 2014,
principally as a result of an amortization of the covenant not to compete, higher costs for stock-based
compensation for stock options and restricted stock units issued during the year. Research and development
expenses increased 42% to $2,595,000 for the year 2015 from $1,823,000 for the year 2014, principally as
a result of the utilization of a specialized consulting firm for certain projects beginning the second quarter.
Figure 16. Intellicheck Mobilisa, Inc. – Selected Financial Data

Sources: Company Reports and Joseph Gunnar estimates

As of December 31, 2015, Intellicheck had cash and cash equivalents of $5,953,000, working capital of
$5,659,000, total assets of $18,473,000 and stockholders' equity of $16,326,000.
Cash used in operating activities was $4,436,000 in 2015 as compared to cash used in operating activities
of $2,374,000 in 2014. The increase in cash used in operations in 2015 is primarily a result of increase in
the net loss. Cash generated in financing activities was $7,601,000 in 2015 compared to $5,247,000 in 2014.
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Management
Michael D.Malone, Chairman: From November 2004 to February 2011, Michale D.Malone was the
President of Skarven Enterprises. The Boeing Company acquired Skarven in December 2008. Until
February 2011, Admiral Malone stayed with Skarven as a part of transition management team. He serves
as a technical advisor and consultant to Pequote Capital – a venture capitalist and Environmental Tectonics
Coproration. Several due diligence projects in support of Pequote investments and acquisitions are
conducted by him and has developed a government marketing strategy for ETC. Admiral Malone, has served
34 years in US navy before joining Skarven. He graduated in 1970 from the United States Naval Academy.
His graduate education includes the Navy Nuclear Propulsion Program, and studies at the National Defense
University, Harvard University, and The George Washington University.
William Roof, CEO: William Roof, Ph D joined Intellicheck as CEO in October 2014. Prior to Intellicheck,
he was CTO at Techflow Inc., where he managed technology incubator division focusing on big data
analytics technology, energy and law enforcement technology for commercial and governmental segments.
Dr. Roof served as VP of Research and Product development at IntelliDOT Corp. from 2004 to 2009. At
earlier stages, Dr. Roof was in roles like VP R&D at Cardinal Health’s Pyxis Division, Program Manager at
SAIC, Lear Siegler and Senior systems Engineer at Litton Industries. Dr. Roof served in military in both the
Army and Navy and retired as a Captain from naval intelligence. In 2001, 2002 and 2003, Dr.Roof served in
the Middle East at Operations Noble Eagle, Enduring Freedom and Iraqi Freedom. He earned a BS in
engineering from United States Military Academy at West point, an MBA from Loyola Marymount University
and PhD in software engineering from United States Naval Post graduate school.
Bill White, CFO: Bill White has around 30 years’ experience in business development, financial
management and operations. He was the Cofounder, CFO secretary and Treasurer of Focus Micro Inc. He
played an important role on growing FM’s annual revenue to $36 million in 5 years. Prior to cofounding FM,
he was in various financial roles in the government for 15 years. Mr. White has a BA degree in Business
Administration from Washington State University and a Certified Fraud Examiner.
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Figure 17. Intellicheck Mobilisa, Inc.—Income Statement, 2013-2016E
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Figure 18. Intellicheck Mobilisa, Inc.—Valuation Comparables, Prices as of 7/31/16

Sources: Company reports and Joseph Gunnar estimates
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Risk Factors
 Reliance on reference data provided by government and quasi-government agencies. If
governmental and quasi-government agencies were to stop sharing data with Intellicheck, the utility of
the proprietary software would be diminished in those jurisdictions and business would be damaged.
Long sales and implementation cycles. Target customers in the commercial fraud protection, access
control and age verification industry sectors include large retailers and government agencies, typically
require longer sales and implementation cycles for than do potential customer base solely interested in
age verification. The industry is evolving and its growth is uncertain. With changing administration in
government, changes in government budgets, and slowly evolving government standards on use of
identity products, the government sector is slowly developing. The commercial sector has the ability to
develop faster than the government sector, but it is also subject to a higher level of uncertainty from long
sales cycles.

 See Intellicheck Mobilisa filings with the Securities and Exchange Commission for additional risk factors.
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Important Disclosures, Certifications and Other Information
Ratings Distribution and Definitions
Buy
Hold
Sell

100%
0%
0%

Equity Ratings Definitions (as of 8/4/16)
Buy: Total return expected to exceed S&P 500 by at least 10%
Hold: Total return expected to be in-line with S&P 500.
Sell: Total return expected to underperform S&P 500 by at least 10%

This Equity Ratings Distribution reflects the percentage distribution for rated equity securities for the twelve month period 8/1/15 through 8/4/16. Rating definitions
are expressed as the total return relative to the expected performance of S&P 500 over a 12-month period. Within the twelve month period ended 8/4/16, Joseph
Gunnar & Co., LLC (JG) has provided investment banking services to 50% of companies with equity rated a Buy, 0% of companies with equity rated a Hold and
0% of companies with equity rated a Sell.

For a discussion of the valuation methods used to determine our price target, if any, please see page 3. See page 23 for the
risks that may impede achievement of such price target.
Analyst Certification: Each research analyst whose name appears in bold on the front page certifies that: (1) the views expressed in this report reflect
the analyst’s personal views about the subject securities or issuers; and (2) none of the analyst’s compensation was, is or will be directly or indirectly
related to the specific recommendations or views expressed herein. The analyst(s) responsible for the preparation of this report receive(s) compensation
primarily based upon individual performance (e.g., productivity and quality of work) and the overall financial performance of Joseph Gunnar & Co., LLC,
including overall revenues from investment banking activities.

COMPANY
Intellicheck Mobilissa, Inc.

DISCLOSURE
5,6 and 9

1

As of the date hereof, the analyst or financial interest in the securities of this entity.
JG makes a market in the debt securities of this entity.
3
JG makes a market in the equity securities of this entity.
4
As of 7/31/16, JG own 1% or more of any class of common equity securities of this entity.
5
JG has managed or co-managed a public offering or Rule 144A offering of securities for this entity during the past 12 months.
6
JG has received compensation for investment banking services from this entity during the past 12 months.
7
JG expects to receive or intends to seek compensation for investment banking services from this entity within the next three months.
8
JG or its affiliates has received compensation for products or services other than investment banking services from this entity during the past 12 months.
9
JG had a [investment banking services] [non-investment banking securities-related services] [non-securities services] client relationship with this entity during
the past 12 months.
10
As of the date hereof, the analyst or other JG employee who assisted in the drafting of this report (or a member of his/her household) serves as an officer,
director or advisory board member of this entity.
11
JG had (and/or currently has) a financial advisory relationship with certain creditors or equity holders with respect to the entity during the past 12 months.
Compendium Disclosure: Securities of issuers in this report, in addition to the subject issuer, may be rated by JG or its affiliate. Please see disclosures,
price charts, and ratings histories for those issuers in our previously-published research reports, available by contacting your account executive at 1888-248-6427, or on JG’s web site at www.josephgunnar.com.
*Disclosure items appropriate to each entity, if any, are indicated.
The table above discloses JG’s or its affiliate’s ownership, if any, of securities mentioned herein. While this report is in circulation, JG or its affiliates may, from time
to time, make purchases or sales for their own accounts of securities of any entity. The table above also discloses, as of the date hereof, whether or not JG makes
a market in any of the securities mentioned herein. JG’s market making may constitute, in the case of equity securities and certain debt securities, standing ready
to make purchases or sales of securities on a regular or continuous basis or quoting markets in debt securities. Notwithstanding JG’s market making activities as
of the date hereof, while this report is in circulation JG may begin or discontinue such market making activity for any entity.
The analyst who prepared this report is an associated person of JG. From time to time, JG may accept payments from customers for generic investment
advice contained in this report. None of the analyst’s compensation was, is or will be directly or indirectly related to the specific recommendations or views
expressed herein. This report is for information purposes only. Under no circumstances is it to be used or considered as an offer to sell, or a solicitation of
an offer to buy any security. While the information contained in this report has been obtained from sources believed to be reliable, we do not represent or
guarantee that the report is accurate or complete, and it should not be relied upon as such. Any references or citations to, or excerpts from, third-party
information or data sources (including, but not limited to, Bloomberg and Capital IQ) do not and are not intended to provide financial or investment advice
and are not to be relied upon by anyone as providing financial or investment advice. Based on public information available to us, prices and opinions
expressed in this report reflect judgments as of the date hereof and are subject to change without notice. The securities covered by or mentioned in this
report involve substantial risk and should generally be purchased only by investors able to accept such risk. This research report and the securities
mentioned herein, some of which may not be registered under the Securities Act of 1933, are intended only for Qualified Institutional Buyers
(QIBs), as defined under Rule 144A. Any opinions expressed assume that this type of investment is suitable for the investor. This report may be the last
or only report covering the issuer(s), industries sectors and/or securities discussed. Decisions to cease coverage are based on a variety of factors. JG’s
research coverage is opportunistic in nature and analysts generally are not assigned continuing-coverage responsibilities for any issuer, industry, sector
or security. As a result, coverage of such issues is frequently characterized by either isolated reports or long periods between reports. JG’s views of a
security, issuer, industry or sector may change without the issuance of a new report. If you would like to know whether JG’s views have changed, please
call us at (212) 440-9600.
Joseph Gunnar & Co., LLC is a member of FINRA (www.finra.org) and SIPC (www.sipc.org)
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