
 

 

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549

FORM 8-K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

   
Date of Report (Date of Earliest Event Reported):  August 9, 2017

Cogint, Inc. 
__________________________________________
(Exact name of registrant as specified in its charter)

   
Delaware 001-37893 77-0688094

_____________________
(State or other jurisdiction

_____________
(Commission

______________
(I.R.S. Employer

of incorporation) File Number) Identification No.)
    

2650 North Military Trail, Suite 300, Boca Raton,
Florida

 33431

_________________________________
(Address of principal executive offices)

 ___________
(Zip Code)

   
Registrant’s telephone number, including area code:  561-757-4000

Not Applicable 
______________________________________________

Former name or former address, if changed since last report

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:

[  ]  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
[  ]  Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
[  ]  Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
[  ]  Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))



Top of the Form

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this chapter) or
Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company [  ]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. [  ]



Top of the Form
     
Item 2.02.    Results of Operations and Financial Condition.

On August 9, 2017, Cogint, Inc., a Delaware corporation (the “Company”) issued a press release announcing its financial and
operational results for the 2017 second quarter ended June 30, 2017. The press release is furnished herewith as Exhibit 99.1.

Also on June 30, 2017, following the issuance of the press release referred to above, the Company conducted a conference call to
discuss the reported financial and operating results. The Company had issued a press release on August 3, 2017 to announce the
scheduling of the conference call. The transcript of the conference call is furnished herewith as Exhibit 99.2.

The information included herein and in Exhibit 99.1 and Exhibit 99.2 shall not be deemed “filed” for purposes of Section 18 of the
Securities Exchange Act of 1934 (“Exchange Act”) or otherwise subject to the liabilities of that section, nor shall it be deemed
incorporated by reference in any filing under the Securities Act of 1933 or the Exchange Act, except as expressly set forth by
specific reference in such filing.

     
Item 9.01    Financial Statements and Exhibits.

(d) Exhibits

   
Exhibit No.  Description
 

 
 

99.1
99.2  

Press release, dated August 9, 2017.
Transcript of conference call held on August 9, 2017
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

     
  Cogint, Inc.
      
August 14, 2017  By:  /s/ Derek Dubner 
    
    Name: Derek Dubner
    Title: CEO
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99.1  Press Release dated August 9, 2017
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Exhibit 99.1

cogint Announces 2017 Second Quarter Financial Results

BOCA RATON, Fla. — August 9, 2017 – Cogint, Inc. (NASDAQ: COGT), a leading provider of information and data-driven, performance
marketing solutions, today announced financial results for the quarter ended June 30, 2017.

“We delivered a very strong second quarter with revenues of $53 million, up 29% versus the second quarter of 2016, and Adjusted EBITDA of
$4.8 million, up 54%, driven by enterprise-wide adoption of our products and solutions,” stated Derek Dubner, cogint’s CEO. “Given our
innovation-driven product roadmap and the increasing momentum we experienced throughout the quarter, we are very optimistic about the
second half of 2017.”

Second Quarter 2017 Financial Highlights

For the three months ended June 30, 2017, as compared to the three months ended June 30, 2016:

-Total revenue increased 29% to $53.0 million.

-Information Services revenue increased 39% to $18.6 million.

-Performance Marketing revenue increased 24% to $34.4 million.

-Gross profit margin increased 300 basis points to 31%.

-Net loss was $20.4 million (inclusive of non-recurring costs of $10.0 million and tax benefit of $0) compared to $7.2 million (inclusive of
non-recurring costs of $1.7 million and tax benefit of $3.5 million).

-Adjusted EBITDA grew 54% to $4.8 million.

Second Quarter 2017 and Recent Business Highlights

-Now over 50 customers spending in excess of $1 million with us on an annualized basis.

-Integrated idiCORE™ with industry leaders in the mobile and digital authentication space, serving as a key ingredient in innovative, multi-
factor identity authentication solutions.

-After a successful launch of our Pay Per Call ad format in fourth quarter 2016, continued adoption across a range of verticals with Pay Per
Call generating $1.5 million in second quarter 2017.

-Leveraging our Custom Audience Identity Graph enables the communication with our audience on an even more personalized level through
addressable channels, such as email, push notifications, SMS, contact centers and platforms like Facebook messenger and Google.

-Nearly 90% of our audience data is addressable to us in at least one marketing channel and more than 50% of our audience data is
addressable in more than three.

Within our Information Services segment:

-Financial revenue increased to $3.0 million, up 78% year over year.

-Emerging revenue increased to $2.2 million, up 267% year over year.

-Digital revenue increased to $1.3 million, up 63% year over year.

Within our Performance Marketing segment:

-Consumer revenue increased to $8.6 million, up 93% year over year.

-Lifestyle revenue increased to $7.6 million, up 45% year over year.

-Financial revenue increased to $5.0 million, up 7% year over year.

Use of Non-GAAP Financial Measures

Management evaluates the financial performance of our business on a variety of key indicators, including adjusted EBITDA. Adjusted
EBITDA is a non-GAAP financial measure equal to net loss, the most directly comparable financial measure based on US GAAP, adding back
interest expense, income tax benefit, depreciation and amortization, share-based payments, non-recurring legal and litigation costs, acquisition
and restructuring costs, write-off of long-lived assets, and other adjustments.

Conference Call

Cogint, Inc. will host a conference call on Wednesday, August 9, 2017 at 4:30 PM ET to discuss its 2017 second quarter financial and operating
results. To listen to the conference call on your telephone, please dial (866) 270-1533 for domestic callers or (412) 317-0797 for international
callers. To access the live audio webcast, visit the cogint website at www.cogint.com. Please login at least 15 minutes prior to the start of the
call to ensure adequate time for any downloads that may be required. Following completion of the earnings call, a recorded replay of the



webcast will be available for those unable to participate. To listen to the telephone replay, please dial (877) 344-7529 or (412) 317-0088 with
the replay passcode 1011117. The replay will also be available for one week on the cogint website at www.cogint.com.

About cogint™

At cogint, we believe that time is your most valuable asset. Through powerful analytics, we transform data into intelligence, in a fast and
efficient manner, so that our clients can spend their time on what matters most – running their organizations with confidence. Through leading-
edge, proprietary technology and a massive data repository, our data and analytical solutions harness the power of data fusion, uncovering the
relevance of disparate data points and converting them into comprehensive and insightful views of people, businesses, assets and their
interrelationships. We empower clients across markets and industries to better execute all aspects of their business, from managing risk,
conducting investigations, identifying fraud and abuse, and collecting debts, to identifying and acquiring new customers. At cogint, we are
dedicated to making the world a safer place, to reducing the cost of doing business, and to enhancing the consumer experience.

RELATED LINKS: http://www.cogint.com

FORWARD-LOOKING STATEMENTS

This press release contains “forward-looking statements,” as that term is defined under the Private Securities Litigation Reform Act of 1995
(PSLRA), which statements may be identified by words such as “expects,” “plans,” “projects,” “will,” “may,” “anticipate,” “believes,”
“should,” “intends,” “estimates,” and other words of similar meaning. Such forward looking statements are subject to risks and uncertainties
that are often difficult to predict, are beyond our control and which may cause results to differ materially from expectations, including whether
given our innovation-driven product roadmap and the increasing momentum we experienced through the 2017 second quarter, we are very
optimistic about the second half of 2017. Readers are cautioned not to place undue reliance on these forward-looking statements, which are
based on our expectations as of the date of this press release and speak only as of the date of this press release and are advised to consider the
factors listed above together with the additional factors under the heading “Forward-Looking Statements” and “Risk Factors” in the Company’s
Annual Report on Form 10-K, as may be supplemented or amended by the Company’s Quarterly Reports on Form 10-Q and other SEC filings.
We undertake no obligation to publicly update or revise any forward-looking statement, whether as a result of new information, future events or
otherwise, except as required by law.

COGINT, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Amounts in thousands, except share data)

                 
      (unaudited)
      June 30, 2017  December 31, 2016
ASSETS:        

 

 
  

 
      

 

Current assets:                 
Cash and cash equivalents      $ 19,248      $ 10,089
Accounts receivable, net of allowance for doubtful accounts of $1,091 and $790 at

June 30, 2017 and December 31, 2016, respectively      32,417      30,958
Prepaid expenses and other current assets      2,963      2,053
       

 
       

 
 

Total current assets      54,628      43,100
Property and equipment, net      1,415      1,350
Intangible assets, net      92,814      98,531
Goodwill      166,256      166,256
Other non-current assets      2,581      2,674
       

 
       

 
 

Total assets      $ 317,694      $ 311,911
       

 

       

 

 

LIABILITIES AND SHAREHOLDERS’ EQUITY:   
 
      

 

 
  

 
      

 

Current liabilities:                 
Trade accounts payable      $ 15,173      $ 14,725
Accrued expenses and other current liabilities      14,771      6,981
Deferred revenue      1,108      318
Current portion of long-term debt      2,750      4,135
       

 
       

 
 

Total current liabilities      33,802      26,159
Promissory notes payable to certain shareholders, net      10,253      10,748
Long-term debt, net      49,910      35,130
Acquisition consideration payable in stock      10,225      10,225
Other non-current liabilities      500      —
       

 
       

 
 

Total liabilities      104,690      82,262
       

 
       

 
 

Shareholders’ equity:                 
Series A preferred stock—$0.0001 par value, 10,000,000 shares authorized; 0 share

issued and outstanding at June 30, 2017 and December 31, 2016      —      —
Series B preferred stock—$0.0001 par value, 10,000,000 shares authorized; 0 share

issued and outstanding at June 30, 2017 and December 31, 2016      —      —
Common stock—$0.0005 par value, 200,000,000 shares authorized; 55,528,094 and

53,717,996 shares issued at June 30, 2017 and December 31, 2016, respectively; and
55,180,092 and 53,557,761 shares outstanding at June 30, 2017 and December 31,
2016, respectively      28      27

Treasury stock, at cost, 348,002 and 160,235 shares at June 30, 2017 and December 31,
2016, respectively      (1,254)      (531)

Additional paid-in capital      361,595      344,384
Accumulated deficit      (147,365)      (114,231)
       

 
       

 
 

Total shareholders’ equity      213,004      229,649
       

 
       

 
 

Total liabilities and shareholders’ equity      $ 317,694      $ 311,911
               



COGINT, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(Amounts in thousands, except share data)
(unaudited)

                             
      Three Months Ended June 30, Six Months Ended June 30,
      2017      2016 2017  2016
Revenue      $ 53,024      $ 41,043  $ 103,790      $ 80,467
Cost of revenues (exclusive of depreciation

and amortization)      36,624      29,557  71,822      58,051
       

 
       

 
   

 
       

 
 

Gross profit      16,400      11,486  31,968      22,416
Operating expenses:                             
Sales and marketing expenses      5,843      3,179  10,356      6,305
General and administrative expenses      25,067      13,167  39,573      26,534
Depreciation and amortization      3,454      2,996  6,875      5,605
Write-off of long-lived assets      —      —  3,626      —
       

 
       

 
   

 
       

 
 

Total operating expenses      34,364      19,342  60,430      38,444
       

 
       

 
   

 
       

 
 

Loss from operations      (17,964)   (7,856)  (28,462)   (16,028)
Other income (expense):                             
Interest expense, net      (2,445)      (1,856)  (4,672)      (3,681)
Other expenses, net      —      (976)  —      (1,273)
       

 
       

 
   

 
       

 
 

Total other expense      (2,445)   (2,832)  (4,672)   (4,954)
       

 
       

 
   

 
       

 
 

Loss before income taxes      (20,409)   (10,688)  (33,134)   (20,982)
Income taxes      —      (3,504)  —      (7,026)
       

 
       

 
   

 
       

 
 

Net loss      $ (20,409)   $ (7,184)  $ (33,134)   $ (13,956)
       

 

       

 

   

 

       

 

 

Loss per share:                             
Basic and diluted      $ (0.37)      $ (0.15)  $ (0.61)      $ (0.37)
       

 

       

 

   

 

       

 

 

Weighted average number of shares
outstanding:                             

Basic and diluted      54,778,046      48,084,608  54,297,536      37,776,411
       

 

       

 

   

 

       

 

 

Comprehensive loss:                             
Net comprehensive loss      $ (20,409)   $ (7,184)  $ (33,134)   $ (13,956)
       

 

       

 

   

 

       

 

 

COGINT, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands, except share data)
(unaudited)

             
  Six Months Ended June 30,
  2017      2016
CASH FLOWS FROM OPERATING ACTIVITIES:             
Net loss  $(33,134)      $(13,956)
Adjustments to reconcile net loss to net cash provided by operating activities:             
Depreciation and amortization  6,875      5,605
Non-cash interest expenses and related amortization  1,497      1,202
Share-based payments  16,631      14,623
Non-cash loss on exchange of warrants  —      1,273
Write-off of long-lived assets  3,626      —
Provision for bad debts  1,039      195
Deferred income tax benefit  —      (7,039)
Changes in assets and liabilities:             
Accounts receivable  (2,498)      869
Prepaid expenses and other current assets  (910)      968
Other non-current assets  93      (706)
Trade accounts payable  448      (174)
Accrued expenses and other current liabilities  7,790      (1,227)
Deferred revenue  790      (491)
Other non-current liabilities  500      —
   

 
       

 
 

Net cash provided by operating activities  2,747      1,142
   

 
       

 
 

CASH FLOWS FROM INVESTING ACTIVITIES:             
Purchase of property and equipment  (437)      (577)
Capitalized costs included in intangible assets  (3,831)      (5,902)
Acquisition, net of cash acquired  —      (50)
   

 
       

 
 

Net cash used in investing activities  (4,268)      (6,529)
   

 
       

 
 

CASH FLOWS FROM FINANCING ACTIVITIES:             
Proceeds from issuance of shares, net of issuance costs  —      4,664
Proceeds for debt obligations, net of debt costs  14,039      (381)
Repayments of long-term debt  (2,636)      (1,125)
Taxes paid related to net share settlement of vesting of restricted stock units  (723)      —
   

 
       

 
 

Net cash provided by financing activities  10,680      3,158
   

 
       

 
 

Net increase (decrease) in cash and cash equivalents  $ 9,159      $ (2,229)
Cash and cash equivalents at beginning of period  10,089      13,462
   

 
       

 
 

Cash and cash equivalents at end of period  $ 19,248      $ 11,233
   

 

       

 

 



SUPPLEMENTAL DISCLOSURE INFORMATION             
Cash paid for interest  $ 3,195      $ 2,510
Cash paid for income taxes  $ —      $ —
Share-based compensation expenses capitalized in intangible assets  $ 581      $ 499
Issuance of common stock to a vendor for services rendered  $ —      $ 131
Fair value of acquisition consideration  $ —      $ 21,206

Use and Reconciliation of Non-GAAP Financial Measures

Management evaluates the financial performance of our business on a variety of key indicators, including adjusted EBITDA. Adjusted EBITDA is a non-
GAAP financial measure equal to net loss, the most directly comparable financial measure based on US GAAP, adding back interest expense, income tax
benefit, depreciation and amortization, share-based payments, non-recurring legal and litigation costs, acquisition and restructuring costs, write-off of long-
lived assets, and other adjustments, as noted in the tables below.

                         
  Three Months Ended June 30, Six Months Ended June 30,
(In thousands)  2017      2016 2017  2016
Net loss  $(20,409)   $(7,184)  $(33,134)   $(13,956)
Interest expense, net  2,445      1,856  4,672      3,681
Income tax benefit  —      (3,504)  —      (7,026)
Depreciation and amortization  3,454      2,996  6,875      5,605
Share-based payments  9,319      7,245  16,631      14,623
Non-recurring legal and litigation costs  8,325      191  8,830      714
Acquisition and restructuring costs  1,650      525  2,318      577
Write-off of long-lived assets  —      —  3,626      —
Non-cash loss on exchange of warrants  —      976  —      1,273
Adjusted EBITDA  $ 4,784      $ 3,101  $ 9,818      $ 5,491
   

 

       

 

   

 

       

 

 

We present adjusted EBITDA as a supplemental measure of our operating performance because we believe it provides useful information to our investors as it
eliminates the impact of certain items that we do not consider indicative of our cash operations and ongoing operating performance. In addition, we use it as
an integral part of our internal reporting to measure the performance of our reportable segments, evaluate the performance of our senior management and
measure the operating strength of our business.

Adjusted EBITDA is a measure frequently used by securities analysts, investors and other interested parties in their evaluation of the operating performance
of companies similar to ours and is an indicator of the operational strength of our business. Adjusted EBITDA eliminates the uneven effect across all
reportable segments of considerable amounts of non-cash depreciation and amortization, share-based payments and write-off of long-lived assets.

Adjusted EBITDA is not intended to be a performance measure that should be regarded as an alternative to, or more meaningful than, either operating income
or net income as indicators of operating performance or to cash flows from operating activities as a measure of liquidity. The way we measure adjusted
EBITDA may not be comparable to similarly titled measures presented by other companies, and may not be identical to corresponding measures used in our
various agreements.

Contact Information: 

Media and Investor Relations Contact: 
Cogint, Inc. 
Jordyn Kopin 
Director, Investor Relations 
646-356-8469 
JKopin@cogint.com
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MANAGEMENT DISCUSSION SECTION

Operator: Good day, ladies and gentlemen, and welcome to Cogint’s Second Quarter 2017 Earnings Conference Call. At this time, all participants are in a
listen-only mode. Later, we will conduct a question-and-answer session, and instructions will follow at that time. [Operator Instructions] As a reminder, this
call is being recorded.

I would now like to introduce your host for today’s conference, Jordyn Kopin, Investor Relations. Please go ahead.

 
Jordyn Kopin
Director, Investor Relations, Cogint, Inc.

Good afternoon and welcome. Thank you for joining us to discuss our second quarter 2017 earnings results. With me today are Derek Dubner, our Chief
Executive Officer; and Dan MacLachlan, our Chief Financial Officer.

Our call today will begin with comments from Derek Dubner and Dan MacLachlan, followed by a question-and-answer session. I would like to remind you
that this call is being webcast live and recorded. A replay of the event will be available following the call on our website. To access the webcast, please visit
our Investor Relations page on our website www.cogint.com.

Before we begin, I would like to advise listeners that certain information discussed by management during this conference call are forward-looking statements
covered under the Safe Harbor provisions of the Private Securities Litigation Reform Form Act of 1995. Actual results could differ materially from those
stated or implied by our forward-looking statements due to risks and uncertainties associated with the company’s business. The company undertakes no
obligation to update the information provided on this call. For discussion of risks and uncertainties associated with cogint’s business, I encourage you to
review the company’s filings with the Securities and Exchange Commission, including the most recent Annual Report on Form 10-K and the subsequent 10-
Q.

During the call, we may also present certain non-GAAP financial information relating to adjusted EBITDA. Management evaluates the financial performance
of our business on a variety of key indicators, including adjusted EBITDA. The definition of adjusted EBITDA and the reconciliation to the most directly
comparable GAAP financial measure is provided in our earnings press release issued earlier today.

With that, I am pleased to introduce cogint’s Chief Executive Officer, Derek Dubner.

 
Derek Dubner
Chief Executive Officer & Director, Cogint, Inc.

Thank you, and good afternoon, to all who are joining us today to discuss our second quarter results. cogint is pleased to report a very strong second quarter
with revenues of $53 million, a 29% increase over the second quarter 2016. Gross profit margin increased 300 basis points to 31%, and adjusted EBITDA
increased 54% to $4.8 million. We experienced strong broad-based customer demand from existing and new products across both our risk management and
marketing services business with strengthening momentum transitioning into Q3. Our success this quarter is despite the modest seasonality that we would
normally expect to see in the marketing services business.



Looking ahead to the second half of 2017 and beyond, we remain intently focus on the priorities that I have discussed in the past. First, we are uniquely
positioned to leverage our competitive advantages to drive growth in both the short and long term. We have developed unparalleled intelligent technology
platforms, both in power and scale, in CORE™ and our Agile Audience Engine™. Comprehensive data assets covering over 95% of the U.S. adult
population, including our unique first-party marketing data asset of over 130 million U.S. consumers in our Custom Audience Identity Graph, delivers holistic
and dynamically generated views of consumers. Through these platforms and our capabilities, we grow and enhance the database through creation of
proprietary data, both through analytics and real-time consumer interaction. Second, our continued innovation, introducing new products and solutions to
market faster than others in our space and ensuring that these products and solutions solve for the needs of our customers. Third, leveraging these competitive
advantages and capabilities to scale across existing and new markets.

In the risk management side of the business, we’re executing on our robust product roadmap. idiCORE™ continues to evolve with new data sets fused during
the quarter and new functionality. Recent implementations have further enhanced our matching logic and are demonstrating increased hit rates for customers.
Feedback is very positive. We are making great strides expanding within and across industries with idiCORE and related solutions.

Our previously cited transition from a development-driven company to a sales-driven company is progressing nicely. Our efforts are being rewarded. We have
entered into several strategic relationships with leading mobile identity authentication and background screening solutions providers. These relationships
present great opportunity as these providers serve large industries of banking, financial services, insurance, healthcare and technology. As these companies
deliver their innovative solutions to their markets, we are powering the backend of these solutions.

It is a reaffirmation of our path forward that these companies have selected us amongst larger more well-established data providers to power their solutions.
We attribute these wins to our intelligent designs, proprietary algorithms, unique data assets and speed to satisfy customer demand that these innovators are
selecting us from head-to-head comparisons with others. While these relationships are early stage, we expect that they will provide meaningful revenue.

On the marketing side of the business, we aim to disintermediate or partner with large media and CRM agencies as well as DSPs, SSPs and exchanges in
order to provide more cost-effective and scalable customer acquisition strategies for brands across verticals. As a first-party data originator, with our own
content development and audience acquisition capabilities, we are uniquely situated to tailor custom marketing programs and one-to-one communication
strategies to our Custom Audience Identity Graph. We are focused on driving more conversions for our customers through both digital and offline channels.
We believe that the worlds of data and creative must work harmoniously to create more relevant, informative and engaging experiences for consumers.

Three primary initiatives are in place to ensure the continued growth of our marketing business, all of which center around extracting greater value out of our
unique and proprietary data assets. First, we are increasing demand for our custom data products. These products generate our most profitable dollars
providing margin expansion on little to no additional traffic acquisition cost or TAC. As marketers become more attuned to the value of highly targeted
custom audience data and begin to extract greater value through their CRM initiatives, we continue to believe that our customers will have an increased
appetite for this line of products, of which we are a leader in the U.S. market. Our data revenue is highly diversified across verticals.

Second, we are developing new performance marketing products in order to drive increased conversions for brands across all addressable channels. The
nature of our first-party data origination, which includes demographic and custom attribute data, provides us the ability to access our audience through much
of their daily media consumption. Whether it be within Facebook’s newsfeed, a YouTube tutorial, a mobile gaming app or while listening to a Pandora or
Spotify station, all of these experiences enable the targeting of custom audiences using email address as opposed to cookies, which in addition to mobile
phone number is our primary key within our Custom Audience Identity Graph.

This gives us a distinct pricing advantage in our audience acquisition efforts by eliminating third-party ad tech platforms. Additionally, we have the ability to
communicate with our audience on an even more personalized level through addressable channels such as email, push notifications, SMS, contact centers and
platforms like Facebook messenger and Google. Nearly 90% of our audience data is addressable to us in at least one marketing channel and well over 50% in
more than three.

In the marketing services business as well, we’re developing strategic partnerships that foster the growth of our business. By combining our first-party data
asset with businesses already established at the C-suite of Fortune 500 companies and technology businesses with embedded technology in desired media
channels, we believe we can expand our market share of the multibillion dollar U.S. digital advertising space. While direct customer relationships remain our
primary focus behind the quality of our products and long-term scalability of our business, strategic partnerships with service and technology providers has
always been a part of our growth strategy and we will use our increasingly distinguished data asset to create those opportunities.

As we have discussed in the past, cross-selling opportunities are available to us to capture a greater share of customer spend by leveraging the respective
competitive advantages of each of our businesses. We have established selective integrations between our risk management and marketing services
businesses, effectively packaging our services to meet desperate customer needs. Today, we are supporting marketing customers in not only customer
acquisition but also on the backend in their age verification and identity authentication efforts.

As our marketing business is performance based, the differentiated ability to not only acquire prospects at massive scale but also to perform real-time vetting
of these prospects presents a unique value-added solution, which efficiently increases ROI for our customers. By way of example, today we are generating
customers for a leading tobacco company while providing backend age verification services. We increased the value proposition for this industry leader at no
incremental cost to the company. This exemplifies the synergistic effects we create across our businesses and the leveragability of our business model.

Now, turning to a few recent events. We’re pleased to report that James Reilly returned to the company as President, as of July 1st. For those unaware, James
has a long history in the data and analytics industry, including his work with this management team, building a prior company which was sold to TransUnion.
James was responsible for building the revenue from startup to sale. As a result of a non-compete agreement entered into by James and the company that was
acquired by TransUnion, James ceased performing services for us for the non-compete period. We’re happy to report that this dispute is now resolved and
James has rejoined the team. James is a thought leader in our industry and he brings tremendous value to this team. We are excited to have him back in the
role and we are already experiencing the benefits derived from his presence and efforts.

Next, I would like to turn to our settlement of multiple litigation matters with competitor, TransUnion. We are happy to conclude these matters and are very
pleased with the settlement. Until recently, we had been devoting hundreds of thousands of dollars per month to legal fees to prosecute and defend these
complex matters, and this litigation could have carried on for years to come. These matters were disruptive to the business, not only financially, but due to the
requisite expenditure of significant time and focus by management. While the terms of the settlement agreement are confidential, we were happy to report that
the parties had come to an agreement to resolve all disputes between them and to focus on their respective businesses. The settlement requires company
subsidiary IDI Holdings, LLC to pay to TransUnion $7 million over the course of a one-year period. As a result of the settlement, we have taken a one-time
charge, which negatively impacted our net income. This settlement eliminated all material litigation of the company, removed a significant impediment to our
continued expansion and immediately freed up resources to devote to focused investment and development efforts. We are very pleased with this outcome.



Our Information Services segment revenue increased 39% to $18.6 million. Our Performance Marketing segment revenue increased 24% to $34.4 million.
Within our Information Services segment, financial revenue increased 78% to $3 million. Emerging revenue increased 267% to $2.2 million. Digital revenue
increased 63% to $1.3 million. Within our Performance Marketing segment consumer revenue increased 93% to $8.6 million, lifestyle revenue increased 45%
to $7.6 million and financial revenue increased 7% to $5 million.

Finally, given our innovation-driven product roadmap and the increasing momentum we experienced throughout this quarter, we are very optimistic about the
second half of 2017, a characteristically strong period for our company.

Now, I’ll turn it over to Dan to discuss the financials.

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.

Thank you, Derek, and good afternoon. I’m extremely pleased with our performance in the first half of 2017. We saw strong demand across both our
segments as we continue to execute on all fronts, with our growth initiatives propelling us into the second half of 2017. Our Information Services segment
continues to expand our consolidated margin as we leverage the scalability of the fixed cost model, driving increased profitability. Our Performance
Marketing segment continues to drive consistent growth across multiple verticals and channels. This positions us well for rapid growth in the second half of
2017.

Moving on to our second quarter results, revenues were $53.0 million, a 29% increase over second quarter 2016, driven by strong growth across both our
segments. Adjusted EBITDA was $4.8 million, a 54% increase over second quarter 2016. Adjusted EBITDA margin expanded 150 basis points to 9% as
compared to second quarter 2016.

I do want to take a few minutes to discuss the litigation settlement and the impact it had on our second quarter results. Although the settlement was entered
into in July, we accrued the full $7.0 million settlement in our SG&A expense as of June 30, 2017. This means the full impact of the $7.0 million is included
in our second quarter 2017 results. In addition, we spent approximately $1.3 million in related legal fees during the second quarter leading up to the
settlement. As Derek mentioned earlier in the call, the settlement allows us to focus on the business and removes ongoing expense related to these matters.

Continuing to the details of our P&L, as mentioned, revenues were $53.0 million for the second quarter. Our Information Services revenue increased 39% to
$18.6 million, led by strong growth from our Financial, Digital and Emerging verticals. Our Performance Marketing revenue increased 24% to $34.4 million,
driven by our strong growth in our Consumer and Lifestyle verticals.

Cost of revenues were $36.6 million compared to $29.6 million for the second quarter 2016, a result of increased data costs and TAC associated with the
increase in revenue, partially offset by increased scale on our Information Services segment which produces higher gross margins. Gross margin was 31% for
the second quarter 2017, a 300 basis point increase over second quarter 2016.

SG&A was $22.6 million (excluding the $8.3 million related to the litigation matters I discussed earlier), a 38% increase over second quarter of 2016, driven
primarily by continued investment in the expansion of our sales, operations, infrastructure and technology teams, partially offset by lower professional fees.
The $22.6 million in SG&A for the second quarter consisted primarily of $9.3 million of non-cash share based compensation, $6.3 million in employees’
salaries and benefits, $1.1 million in IT related costs and $0.8 million in accounting, legal and other professional fees.

Depreciation and Amortization was $3.5 million in the second quarter 2017, a 15% increase over second quarter 2016. The increase was primarily the result
of the amortization of internally developed internal-use software.

Excluding the litigation related expenses, loss before income taxes was $12.1 million for the quarter, largely a result of the non-cash share based payments of
$9.3 million. Loss before income taxes for the second quarter 2016 was $10.7 million, largely a result of non-cash share based payments of $7.2 million. We
continue to recognize a full valuation allowance on our deferred tax assets, and as a result, did not book any tax benefit in the period. As discussed on our last
call, we expect to be in a full allowance position for the remainder of the year and do not expect to book a tax benefit in 2017. Net loss inclusive of the one-
time settlement and non-recurring expenses totaling $10.0 million, was $20.4 million.

We reported a loss of $0.37 per share for the second quarter based on a weighted average share count of 54.8 million shares.

Moving on to the balance sheet. Cash and cash equivalents were $19.2 million at June 30, 2017, compared to $10.1 million at December 31, 2016. Total debt,
including the current portion of long-term debt, which was used to finance a portion of the Fluent acquisition, was $62.9 million at June 30, 2017, an increase
of $12.9 million from December 31, 2016, a result of an additional Incremental Term Loan taken in the first quarter of 2017.

Current assets were $54.6 million at June 30, 2017, compared to $43.1 million at December 31, 2016. Current liabilities, exclusive of the current portion of
long-term debt, were $31.0 including $6.5 million in connection with the litigation settlement, at June 30, 2017, compared to $22.0 million at December 31,
2016.

Moving on to the statement of cash flows, for the six months ended June 30, 2017, cash provided by operating activities was $2.7 million compared to
$1.1 million for the same period 2016. The $2.7 million provided by operating activities was primarily the result of operating income of $3.5 million, after
adjustments for non-cash items totaling $29.7 million and the unpaid accrual of $7.0 million in connection with the litigation settlement as of June 30, 2017.

Cash used in investing activities was $4.3 million for the six months ended June 30, 2017, mainly the result of $3.8 million used for software developed for
internal use.

Cash provided by financing activities was $10.7 million for the six months ended June 30, 2017, a result of $14.0 million in net proceeds from the
Incremental Term Loan taken in the first quarter 2017, partially offset by the repayment of $2.6 million in long-term debt.

For the trailing twelve months ending June 30, 2017, our leverage ratio was 2.3x net debt to adjusted EBITDA.

I will now turn it over to Derek, to conclude our prepared remarks.

 
Derek Dubner
Chief Executive Officer & Director, Cogint, Inc.



Thank you, Dan. In closing, we posted a very strong second quarter. We are still in the early innings of our development as a company, and I am very excited
about where we stand today, but I’m even more excited about where we are going tomorrow.

Our innovative platforms continue to improve, our product roadmap is strong and enduring, our data assets are expanding and evolving, our infrastructure is
fortified, and opportunities are abound. We are leveraging our assets and capabilities to propel our aggressive expansion within our markets.

And, most importantly, we remain focused on our customers. Given all this, we are very excited about the remainder of 2017 and beyond. Based on our
performance year-to-date and underlying metrics, we are reaffirming our previously issued revenue outlook for 2017 in the range of $233 million to
$239 million.

Our operator will now open the line for Q&A.

QUESTION AND ANSWER SECTION

Operator: [Operator Instructions] The first question will come from Jim McIlree of Chardan Capital. Please go ahead.

 
James McIlree
Analyst, Chardan Capital Markets LLC

Thank you, and good evening. So last year, your Q3 numbers versus Q2, you had a big jump primarily in the Performance Marketing, is that a reasonable,
seasonable kind of increase to think about for this year as well?

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.

Yeah, Jim. This is Dan. And thank you for the question. So what we’re seeing in Q2, and we normally have questions about seasonality, and I’m waiting for
you to answer that still or ask that still. But normally in Q2 and Q3, we see a bit of seasonality pressure in the marketing side of the business. However, with
the growth initiatives that we started in Q4 of this past year, following through Q1 into the second quarter, we pretty much moved past any of that seasonality
pressure, and was able as you can see going from Q1 to Q2 at the top line and continued at the bottom line, increase both at revenue and profitability. What
we’re seeing in the first month of Q3 is just continued growth and acceleration because of those initiatives. And we expect the third quarter to continue on the
path of growth, and if you will buck any seasonality pressure that we’ve seen historically.

 
James McIlree
Analyst, Chardan Capital Markets LLC

Okay. But to hit that, let’s call it $235 million, you need to do like $65-ish million per quarter in the next two. Is that kind of equally divided between Q3 and
Q4 or you think one is bigger than the other?

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.

No, Q4 is normally our best quarter, but we are very confident where we are today, and especially what we’re doing so far in the first month and a half, if you
will, of Q3, we’re very confident in reaffirming our guidance for $233 million to $239 million for the year. But you will see growth in Q3 and then substantial
growth going into Q4.

 
James McIlree
Analyst, Chardan Capital Markets LLC

Okay. That’s helpful. I don’t want to be too negative about this, but just help me understand the margins in the quarter. So if my understanding is correct, the
incremental margins on the Information Services business are robust and you had at least as a percent of revenue, a nice uptake in Information Services, Q2
verses Q1, but not much of an overall improvement in gross margin. So I’m just wondering, are my expectations too high? Or is there something else going
on? Or maybe my underlying assumptions are wrong?

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.

I think the best way to look at it is, really look at it as a comparison to prior year. Q4 and Q1 tends to be, especially on the Performance Marketing side of the
business, our best quarter, or our best quarters. But as you can see in Q2, we were able to maintain those margins and looking back to prior year, able to
expand and grow those margins by 300 basis points. Going into Q3, I think you’ll see some consistency at the margin level and really see a breakout in Q4 as
we really start to expand the Information Services side of the business as well as continued traction in growth on the Performance Marketing side of the
business.

 
James McIlree
Analyst, Chardan Capital Markets LLC

Okay. Great. And one more if I might. I think we’ve spoken in the past about the batch migration in the comp report for the Information Services side. Can
you give me an update on that?

 
Derek Dubner
Chief Executive Officer & Director, Cogint, Inc.

Sure, Jim. This is Derek. Nice to speak you. Those are going very well. I would say that those initiatives are very far along and we have some parts of those in
market already and other parts of those coming very soon. And that’s part of our excitement along with, as Dan said, the building momentum throughout Q2
and leading into Q3. That’s part of the excitement we have, leading into the back half of the year.



 
James McIlree
Analyst, Chardan Capital Markets LLC

Okay. Great. That’s very helpful. Thanks a lot guys. And good luck with everything.

 
Derek Dubner
Chief Executive Officer & Director, Cogint, Inc.

Thank you Jim.

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.

Thanks Jim.

Operator: The next question comes from Jim Goss of Barrington Research. Please go ahead.

 
James Charles Goss
Analyst, Barrington Research Associates, Inc.

Thanks. I was wondering if you might talk about the contribution of IDI versus Fluent in the Information Services growth. Is there any color you might add in
the emergence of IDI in that regard?

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.

Yeah, Jim, and it’s good speaking with you. This is Dan. We don’t break out the business by risk management and the digital marketing side of the business.
But what I will say is, we talked about on prior calls that we really moved from a development stage organization on the risk side of the business in 2016 to a
sales side in 2017. A lot of that revenue you’ll see to fall into the financial revenue side of the Information Services segment, and as Derek talked about with
some of the initiatives the early release, if you will, some of the portions of our batch, as well as our comp report here in the near future, we’re very excited
about the contribution that the risk side of the business will continue to make on the Information Services.

Our Performance Marketing and Digital Marketing side of the business continue to be, of course, the lion’s share of the business, and that side of the business
has done a magnificent job not only scaling at the revenue side, but also leveraging their first-party data asset to grow the gross margin in their business as
well.

 
James Charles Goss
Analyst, Barrington Research Associates, Inc.

Okay. And you made a comment that or it’s in the text that, there are more than 50 customers spending in excess of $1 million on an annualized basis. Are
they all in the Fluent business, I would presume given the earlier stage of IDI? And how does that breakdown between Information Services versus
Performance Marketing?

 
Derek Dubner
Chief Executive Officer & Director, Cogint, Inc.

Okay. Jim, this is Derek. Thank you. We try our best being an early-stage company to give the transparency that we can. I think it’s a safe assumption to say,
given how far along the Marketing Services business is that those customers lie on the marketing side of the business. But we’re very excited about where we
are on the risk management side of the business, especially given – we didn’t comment about this, but given the very high margins that come with that side of
the business. So we’re very excited as we move forward. Again as Dan said, we just don’t break out IDI against the marketing side of the business. So
hopefully that answers your question.

 
James Charles Goss
Analyst, Barrington Research Associates, Inc.

Okay. I think there is also a comment about software development expenses. Is there a run rate of a couple million dollars per quarter or something like that
sort of in this R&D-type vein? Or what guidance can you give in that cost area?

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.

Sure. And that’s kind of a good way to look at it. On both our Agile Audience Engine platform as well as our CORE platform, there is a substantial amount of
technology effort that goes into building that platform and enhancements, some of the technologist time, as it relates to their salaries and benefits, gets
capitalized as internal use software. As both platforms mature, the amount of time that is capitalizable begins to diminish. But at this point I would say,
looking at it from a run rate perspective, looking at that $2 million mark is a good way to look at it.

 
James Charles Goss
Analyst, Barrington Research Associates, Inc.

Okay. And the last thing I would ask, you mentioned that there will be no tax benefit in 2017, I was wondering how long before you would start to take that
credit. And once you start, will you have a period of time during which your profit growth will be enhanced by that accounting treatment?

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.



Yeah. So, what we will do going into 2018 and we continue to do at each quarter is, we take a look at where we’re at from the valuation stand point, we also
look at projections from an income standpoint at the net level going into the future. Based on where we’re at with the losses through the first eight quarters, if
you will, ending June 30, 2017, we’ve taken a full valuation allowance, which does not allow us to take any tax benefit. However, we’re accruing those tax
benefits, if you will, with the full allowance, and as we turn to profitable net income side of the business, you will start to see that we will be able to take that
tax benefit.

 
James Charles Goss
Analyst, Barrington Research Associates, Inc.

Okay, that’s all for right now. Thanks very much.

 
Derek Dubner
Chief Executive Officer & Director, Cogint, Inc.

Thank you, Jim.

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.

Thanks, Jim.

Operator: The next question comes from William Gibson of ROTH Capital Partners. Please go ahead.

 
William Tennent Gibson
Analyst, ROTH Capital Partners LLC

Thank you. You talked about new relationships that you’re using with risk management, could you give us a little more color on that without naming names
of who you’re partnered with, just what type of businesses they are and how they are using your technology.

 
Derek Dubner
Chief Executive Officer & Director, Cogint, Inc.

Sure, Bill. Nice to talk to you. This is Derek. There are some great companies out there that are innovators in their respective markets. They have, in this
reference these would be those that can do identity authentication via multi-factor authentication, that is several variables entered by the consumer to validate
identity and these particular companies have invented new ways of performing that authentication without the mundane and often difficult way of logging
into multiple bank accounts, logging into multiple telecom accounts, you name it, with various user names, passwords and the like.

So, it’s the ability to use sort of different variables to login to an account and we have the ability to perform that backend solution for these providers. There
are other providers that could and probably do that business today, but we’re very excited that we’ve gone head-to-head with them and we have found our
place at the table this early, and so we’re excited about the opportunity. The same exists in background screening, where we can provide verification of data
points on the backend of many, many companies. And so what is key about these relationships, as these innovators, they serve many industries, many large
industries, as I mentioned, banking, financial services, healthcare and technology; so, it’s really our way of expanding into markets but doing that through
another channel. And so, we’re very excited about this opportunity.

 
William Tennent Gibson
Analyst, ROTH Capital Partners LLC

All right. Thank you. And then on the custom analytics, is this something you’re performing on in the cloud or is that behind the customers firewall or is it a
combo of the two?

 
Derek Dubner
Chief Executive Officer & Director, Cogint, Inc.

Sure Bill, thanks for the question. The custom analytics is really – that is our core competency, that is our secret sauce and that’s really what makes us so
valuable, and special in my view. We aggregate billions of records as we’ve discussed, and many of those data points are obtainable by others in raw data, but
it’s when we take those massive datasets, when we perform those custom analytics on that data, our brilliant team both here and especially in Seattle where
they’re doing much of the hard work. When we fuse that data together and we create a connection that is otherwise unattainable, that is that proprietary data
point of ours that’s extremely valuable. And the custom analytics is built into the secret sauce. We’ve done that since the day we created this company and
that will continue to be our mantra forever at this company, and that’s what really differentiates us from other providers out there. So, that’s the very exciting
part of what we do.

 
William Tennent Gibson
Analyst, ROTH Capital Partners LLC

Good. And then one last question, in your discussion, you talked about the First Union settlement being an SG&A. I’m trying to get a base level for where
sales and marketing is, as opposed to G&A. Can you share the breakdown or roughly what the run rate should be maybe as a percent of revenue in the back
half for sales and marketing?

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.

Yeah, sure. No problem, Bill. So, if you look at obviously our 10-Q that’s has been filed, our earnings release and you look at the breakout of sales and
marketing expense for the three months ended June 30, it ran about $5.8 million. The G&A expense ran $25 million, but that included those onetime charges
that we previously discussed. So, if you are looking at a percentage of revenue taking that $5.8 million that’s in sales and marketing would be a good way to
look as a run rate going forward.



 
William Tennent Gibson
Analyst, ROTH Capital Partners LLC

Okay. So, the charges were all in G&A?

 
Daniel MacLachlan
Chief Financial Officer, Cogint, Inc.

That is correct.

 
William Tennent Gibson
Analyst, ROTH Capital Partners LLC

Okay. Thank you.

 
Derek Dubner
Chief Executive Officer & Director, Cogint, Inc.

Thanks, Bill.

Operator: And this concludes our question-and-answer session. I would now like to turn the conference back over to Derek Dubner for any closing remarks.

 
Derek Dubner
Chief Executive Officer & Director, Cogint, Inc.

Thank you very much. Again, thank you to all for joining us today on our call. We look forward to updating you on future progress at our next quarterly call.
Hope you have a nice evening and a good afternoon.

Operator: The conference is now concluded. Thank you for attending today’s presentation. You may now disconnect your lines. Have a great day.


