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PART I - FINANCIAL INFORMATION
Unless otherwise indicated or required by the context, all references in this Quarterly Report on Form 10-Q to “we,” “us,” “our,” “cogint,” or the “Company,”
refer to Cogint, Inc. and its consolidated subsidiaries.
ITEM 1. FINANCIAL STATEMENTS.
COGINT, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share data)
(unaudited)
March 31, 2017

ASSETS:
Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts of $680 and $790
at March 31, 2017 and December 31, 2016, respectively
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Intangible assets, net
Goodwill
Other non-current assets
Total assets
LIABILITIES AND SHAREHOLDERS’ EQUITY:
Current liabilities:
Trade accounts payable
Accrued expenses and other current liabilities
Deferred revenue
Current portion of long-term debt
Total current liabilities
Promissory notes payable to certain shareholders, net
Long-term debt, net
Contingent consideration payable in stock
Total liabilities
Shareholders' equity:
Series A preferred stock—$0.0001 par value, 10,000,000 shares authorized;
0 share issued and outstanding at March 31, 2017 and December 31, 2016
Series B preferred stock—$0.0001 par value, 10,000,000 shares authorized;
0 share issued and outstanding at March 31, 2017 and December 31, 2016
Common stock—$0.0005 par value, 200,000,000 shares authorized; 54,440,337
and 53,717,996 shares issued at March 31, 2017 and December 31, 2016,
respectively; and 54,235,306 and 53,557,761 shares outstanding at March 31,
2017 and December 31, 2016, respectively
Treasury stock, at cost, 205,031 and 160,235 shares at March 31, 2017 and
December 31, 2016, respectively
Additional paid-in capital
Accumulated deficit
Total shareholders’ equity
Total liabilities and shareholders’ equity

$

22,014

$

27,951
2,389
52,354
1,391
94,029
166,256
2,543
316,573

$

$

See notes to condensed consolidated financial statements
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December 31, 2016

11,499
6,467
1,081
2,750
21,797
9,971
50,266
10,225
92,259

$

10,089

$

30,958
2,053
43,100
1,350
98,531
166,256
2,674
311,911

$

14,725
6,981
318
4,135
26,159
10,748
35,130
10,225
82,262

-

-

-

-

27

27

(699 )
351,942
(126,956 )
224,314
316,573

$

(531 )
344,384
(114,231 )
229,649
311,911

COGINT, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(Amounts in thousands, except share data)
(unaudited)
Three Months Ended March 31,
2017
2016

Revenue
Cost of revenues (exclusive of depreciation and amortization)
Gross profit
Operating expenses:
Sales and marketing expenses
General and administrative expenses
Depreciation and amortization
Write-off of long-lived assets
Total operating expenses
Loss from operations
Other income (expense):
Interest expense, net
Other expenses, net
Total other expense
Loss before income taxes
Income taxes
Net loss
Loss per share:
Basic and diluted
Weighted average number of shares outstanding:
Basic and diluted
Comprehensive loss:
Net comprehensive loss

$

50,766
35,198
15,568

$

4,513
14,506
3,421
3,626
26,066
(10,498 )

3,126
13,367
2,609
19,102
(8,172 )

$

(2,227 )
(2,227 )
(12,725 )
(12,725 )

$

(1,825 )
(297 )
(2,122 )
(10,294 )
(3,522 )
(6,772 )

$

(0.24 )

$

(0.25 )

53,811,688
$

See notes to condensed consolidated financial statements
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39,424
28,494
10,930

(12,725 )

27,468,214
$

(6,772 )

COGINT, INC.
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
(Amounts in thousands, except share data)
(unaudited)
Common stock
Shares
Amount

Balance as at December 31, 2016
Vesting of restricted stock units
Increase in treasury stock resulting
from shares withheld to pay
statutory taxes in connection with
the vesting of restricted stock units
Share-based compensation expenses
Net loss
Balance as at March 31, 2017

53,717,996
722,341

54,440,337

$

$

Treasury stock
Shares
Amount

27
-

160,235
-

27

44,796
205,031

$

$

Accumulated
deficit

Total
Shareholders'
equity

(531 ) $ 344,384
-

$ (114,231 ) $
-

229,649
-

(168 )
7,558
(699 ) $ 351,942

(12,725 )
$ (126,956 ) $

(168 )
7,558
(12,725 )
224,314

See notes to condensed consolidated financial statements
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Additional
paid-in
capital

COGINT, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands, except share data)
(unaudited)
Three Months Ended March 31,
2017
2016

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization
Non-cash interest expenses and related amortization
Share-based payments
Non-cash loss on exchange of warrants
Write-off of long-lived assets
Provision for bad debts
Deferred income tax benefit
Changes in assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Other non-current assets
Trade accounts payable
Accrued expenses and other current liabilities
Deferred revenue
Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment
Capitalized costs included in intangible assets
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds for debt obligations, net of debt costs
Repayments of long-term debt
Taxes paid related to net share settlement of vesting of restricted stock units
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
SUPPLEMENTAL DISCLOSURE INFORMATION
Cash paid for interest
Cash paid for income taxes
Share-based compensation expenses capitalized in intangible assets
Issuance of common stock to a vendor for services rendered

$
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$

(6,772 )

3,421
733
7,312
3,626
(39 )
-

2,609
584
7,378
297
(90 )
(3,536 )

3,046
(336 )
131
(3,226 )
(514 )
763
2,192

666
531
(833 )
436
(365 )
(452 )
453

(262 )
(2,078 )
(2,340 )

(177 )
(3,037 )
(3,214 )

$

14,039
(1,798 )
(168 )
12,073
11,925
10,089
22,014

$

(563 )
(563 )
(3,324 )
13,462
10,138

$
$
$
$

1,247
246
-

$
$
$
$

1,276
278
131

$

See notes to condensed consolidated financial statements

(12,725 )

$

COGINT, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except share data)
(unaudited)
1. Summary of significant accounting policies
(a) Basis of preparation and liquidity
The accompanying unaudited condensed consolidated financial statements have been prepared for Cogint, Inc., a Delaware corporation, in accordance with
accounting principles generally accepted in the United States (“US GAAP”) and applicable rules and regulations of the Securities and Exchange Commission
regarding interim financial reporting. Certain information and note disclosures normally included in annual financial statements prepared in accordance with
US GAAP have been condensed or omitted pursuant to those rules and regulations.
The accompanying unaudited condensed consolidated financial statements reflect all normal recurring adjustments necessary to present fairly the financial
position, results of operations, and cash flows for the interim periods, but are not necessarily indicative of the results of operations to be anticipated for any
future interim periods or for the full year ending December 31, 2017.
The information included in this quarterly report on Form 10-Q should be read in conjunction with the consolidated financial statements and accompanying
notes included in our Annual Report on Form 10-K for the year ended December 31, 2016 (“2016 Form 10-K”).
The condensed consolidated balance sheet as of December 31, 2016 included herein was derived from the audited financial statements as of that date
included in the 2016 Form 10-K, but does not include all disclosures including notes required by US GAAP.
Principles of consolidation
The condensed consolidated financial statements include the financial statements of the Company and its subsidiaries. All significant transactions among the
Company and its subsidiaries have been eliminated upon consolidation.
(b) Recently issued accounting standards
In May 2014, Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2014-09 (“ASU 2014-09”), “Revenue from
Contracts with Customers (Topic 606).” The standard’s core principle is that a company will recognize revenue when it transfers promised goods or services
to customers in an amount that reflects the consideration to which the company expects to be entitled in exchange for those goods or services. In August
2015, FASB issued ASU No. 2015-14, “Revenue from Contracts with Customers (Topic 606): Deferral of the Effective Date,” which delays the effective date
of ASU 2014-09 by one year. FASB also agreed to allow entities to choose to adopt the standard as of the original effective date. In March 2016, FASB issued
ASU No. 2016-08, “Revenue from Contracts with Customers (Topic 606): Principal versus Agent Considerations (Reporting Revenue Gross versus Net)”
(“ASU 2016-08”), which clarifies the implementation guidance on principal versus agent considerations. The guidance includes indicators to assist an entity
in evaluating whether it controls the good or the service before it is transferred to the customer. The new revenue recognition standard will be effective for
public entities for annual reporting periods beginning after December 15, 2017, and interim periods therein, that is, the first quarter of 2018. The new
standard also permits two methods of adoption: retrospectively to each prior reporting period presented (full retrospective method), or retrospectively with
the cumulative effect of initially applying the guidance recognized at the date of initial application (the modified retrospective method). We currently do not
plan to early adopt ASU 2014-09, and we anticipate adopting the standard using the modified retrospective method. We plan to have our preliminary
assessment on the impact this guidance will have on our condensed consolidated financial statements and related disclosures in the third quarter of 2017.
In February 2016, FASB issued ASU No. 2016-02 (“ASU 2016-02”), “Leases (Topic 842),” which generally requires companies to recognize operating and
financing lease liabilities and corresponding right-of-use assets on the balance sheet. This guidance will be effective in the first quarter of 2019 on a modified
retrospective basis and early adoption is permitted. We are still evaluating the effect that this guidance will have on our consolidated financial statements
and related disclosures.
In March 2016, FASB issued ASU No. 2016-09 (“ASU 2016-09”), “Compensation-Stock Compensation (Topic 718): Improvement to Employee Share-based
Payment Accounting,” which simplifies the accounting for share-based payment transactions, including the income tax consequences, an option to recognize
gross share-based compensation expense with actual forfeitures recognized as they occur, as well as certain classifications on the statement of cash flows. We
adopted ASU 2016-09 in the first quarter of 2017 on a
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retrospective basis. As a result of the adoption, the Company recorded an increase to the deferred tax asset balance and an increase to the corresponding
valuation allowance of $301 related to the cumulative-effect adjustment as of January 1, 2017. For the three months ended March 31, 2017, the Company
recorded tax expense of $1,297 related to the tax deficiency recognized during the period, which was offset by a corresponding reduction in the valuation
allowance.
In August 2016, FASB issued ASU No. 2016-15 (“ASU 2016-15”), “Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash
Payments,” which provides guidance for certain cash flow issues, including contingent consideration payments made after a business combination and debt
prepayment or debt extinguishment costs, etc. The guidance will be effective for fiscal years beginning after December 15, 2017, and interim periods within
those fiscal years, and early adoption is permitted. We are still evaluating the impact of ASU 2016-15 on our condensed consolidated financial statements.
2. Loss per share
Basic loss per share is computed by dividing net loss by the weighted average number of common shares outstanding during the periods. Diluted loss per
share reflects the potential dilution that could occur if securities or other contracts to issue common stock were exercised or converted into common stock
and is calculated using the treasury stock method for stock options and unvested shares. Common equivalent shares are excluded from the calculation in the
loss periods as their effects would be anti-dilutive.
The information related to basic and diluted loss per share for the three months ended March 31, 2017 and 2016 is as follows:
Three Months Ended March 31,
2017
2016

(In thousands, except share data)

Numerator:
Net loss
Denominator:
Weighted average shares outstanding - Basic and diluted
Loss per share:
Basic and diluted:

$

(12,725 )

$

53,811,688
$

(0.24 )

(6,772 )
27,468,214

$

(0.25 )

3. Acquisition
Q Interactive Acquisition
To expand and strengthen the Company’s marketing services business, on June 8, 2016 (the “Effective Date of Q Interactive Acquisition”), the Company
entered into and consummated the transactions contemplated by a Membership Interest Purchase Agreement with Selling Source, LLC (“Selling Source”), the
seller, pursuant to which the Company acquired all of the issued and outstanding membership interests (the “Membership Interests”) in Q Interactive, LLC
(“Q Interactive”), a Delaware limited liability company (the “Q Interactive Acquisition”).
As consideration for the Membership Interests, after preliminary adjustment for Q Interactive’s net working capital at closing, the Company issued to Selling
Source 2,369,190 shares of the Company’s common stock, par value $0.0005 per share. Selling Source may receive additional consideration for the
Membership Interests if 2016 gross revenue of Q Interactive equals or exceeds $25,000 (the “Earn-out Target”). Such additional consideration, if earned,
would be paid in either of the following ways, at the seller’s option, no earlier than the one-year anniversary of the closing date (the “Q Interactive Earn-out
Shares”): (i) 1,200,000 shares of common stock (subject to adjustment for certain capital events) or (ii) that number of shares of common stock equal to
$10,000, in the aggregate, as determined by the volume weighted average price of the common stock for the ten trading days immediately preceding Selling
Source’s receipt of a statement prepared by the Company stating the Earn-out Target has been achieved. Based on management’s preliminary assessment in
2016, the Company concluded that it was extremely likely that Q Interactive would meet the Earn-out Target, and the estimated fair value of the Q Interactive
Earn-out Shares is $10,000. As of December 31, 2016, after certain measurement period adjustments, including the finalization of the closing working capital
adjustment, the net balance of contingent consideration payable in stock of $10,225 was recognized. During the three months ended March 31, 2017, it was
concluded that the Earn-out Target had been met and the acquisition consideration payable in stock is expected to be settled in 2017, however, it is classified
as a non-current liability in the condensed consolidated balance sheets because this liability will be settled with the Company’s common stock. We used the
probability-weighted method to determine the fair value of the contingent consideration payable in stock as of March 31, 2017, and this fair value
assessment represents Level 3 measurements.
The following table summarizes the preliminary purchase price allocation and the fair value of the net assets acquired and liabilities assumed (marked to
market), and the resulting amount of goodwill in the Q Interactive Acquisition (the legal and accounting acquiree) at the Effective Date of the Q Interactive
Acquisition.
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(In thousands)

Assets acquired:
Accounts receivable
Prepaid expenses and other current assets
Property and equipment
Intangible assets:
Customer relationships
Trade names
Acquired proprietary technology
Databases
Non-competition agreements
Total intangible assets
Total assets acquired
Liabilities assumed:
Trade accounts payable
Accrued expenses and other current liabilities
Deferred revenue
Total liabilities assumed
Goodwill
Total consideration

$

4,673
213
73
4,900
1,700
2,150
4,800
1,040
14,590
19,549

$

2,297
1,153
52
3,502
5,384
21,431

The intangible assets acquired in the Q Interactive Acquisition are amortized on a straight-line basis over the estimated useful lives. The useful lives for
customer relationships, trade names, acquired proprietary technology, databases and non-competition agreements are 10 years, 20 years, 5 years, 5 years and
2 years, respectively, and the weighted average useful life for these acquired intangible assets with definite useful lives is 8 years.
Goodwill from the Q Interactive Acquisition principally relates to intangible assets that do not qualify for separate recognition, including the assembled
workforce and synergies. Goodwill is tax deductible for income tax purposes and was assigned to the Information Services and Performance Marketing
reporting segments in the amount of $1,765 and $3,619, respectively.
The fair value of assets acquired and liabilities assumed from the Q Interactive Acquisition was based on a preliminary valuation and our estimates and
assumptions are subject to change within the measurement period. The primary area of the purchase price not yet finalized is related to contingent
consideration, as described above. Measurement period adjustments will be applied to the period that the adjustment is identified in our consolidated
financial statements.
Q Interactive Integration
On January 18, 2017, the Company’s management and Board of Directors approved a plan to merge and fully integrate Q Interactive’s business into Fluent,
LLC (“Fluent”), a wholly-owned subsidiary of the Company (the “Q Interactive Integration”). As a result, Q Interactive became a wholly-owned subsidiary of
Fluent. We expect little or no customer or revenue attrition associated with the Q Interactive Integration.
As a result of the cost synergies we will achieve through the Q Interactive Integration, we expect to realize annualized savings in our operating expenses of
approximately $4,500 beginning in the second quarter of 2017. An aggregate of $668 in restructuring costs associated with the Q Interactive Integration was
recognized in general and administrative expenses during the three months ended March 31, 2017, which was assigned to the Information Services and
Performance Marketing segments in the amount of $200 and $468, respectively. Also, we wrote off the remaining balance of certain long-lived assets of
$3,626, primarily relating to trade names and acquired proprietary technology acquired in the Q Interactive Acquisition, in the first quarter of 2017, and
recognized it in the operating expenses as a write-off of long-lived assets.
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4. Intangible assets, net
Intangible assets other than goodwill consist of the following:
(In thousands)

Amortization period

Gross amount:
Software developed for internal use
Acquired proprietary technology
Customer relationships
Trade names
Domain names
Databases
Non-competition agreements

March 31, 2017

3-10 years
5 years
7-10 years
20 years
20 years
5-10 years
2-5 years

Accumulated amortization:
Software developed for internal use
Acquired proprietary technology
Customer relationships
Trade names
Domain names
Databases
Non-competition agreements
Net intangible assets:
Software developed for internal use
Acquired proprietary technology
Customer relationships
Trade names
Domain names
Databases
Non-competition agreements
$

December 31, 2016

13,762
11,382
34,986
16,357
191
31,292
1,768
109,738

11,438
13,532
34,986
18,057
191
31,292
1,768
111,264

(729 )
(2,986 )
(6,037 )
(1,073 )
(13 )
(4,257 )
(614 )
(15,709 )

(505 )
(2,660 )
(4,840 )
(916 )
(10 )
(3,354 )
(448 )
(12,733 )

13,033
8,396
28,949
15,284
178
27,035
1,154
94,029

10,933
10,872
30,146
17,141
181
27,938
1,320
98,531

$

The gross amount associated with software developed for internal use mainly represents capitalized costs of internally developed software. The amounts
relating to acquired proprietary technology, customer relationships, trade names, domain names, acquired databases, and non-competition agreements all
represent the fair values of intangible assets acquired as a result of the acquisition of Fluent on December 8, 2015 (the “Fluent Acquisition”) and the Q
Interactive Acquisition.
During the three months ended March 31, 2017, as a result of the Integration, the remaining balance of intangible assets of $3,560, relating to the acquired
proprietary technology and trade names acquired in the Q Interactive Acquisition, was written off into the operating expenses as a write-off of long-lived
assets. See Note 3, “Acquisition,” for details.
Amortization expenses of $3,266 and $2,526 were included in depreciation and amortization expenses for the three months ended March 31, 2017 and 2016,
respectively. As of March 31, 2017, intangible assets of $6,347, included in the gross amounts of software developed for internal use, have not started
amortization. These intangible assets will start to amortize when they are put into use.
As of March 31, 2017, estimated amortization expenses related to the Company’s intangible assets for the remainder of 2017 through 2022 and thereafter are
as follows:
(In thousands)
Year

March 31, 2017

Remainder of 2017
2018
2019
2020
2021
2022 and thereafter
Total

$

$
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10,173
13,725
13,447
12,810
9,856
34,018
94,029

5. Goodwill
Goodwill represents the cost in excess of the fair value of the net assets acquired in a business combination. As of March 31, 2017 and December 31, 2016,
the balance of goodwill includes $5,227 as a result of the acquisition of Interactive Data, LLC (“Interactive Data”) effective on October 2, 2014, $155,645 as
a result of the Fluent Acquisition effective on December 8, 2015, and $5,384 as a result of the Q Interactive Acquisition effective on June 8, 2016.
In accordance with ASC Topic 350, “Intangibles - Goodwill and Other,” goodwill is tested at least annually for impairment, or when events or changes in
circumstances indicate that the carrying amount of such assets may not be recoverable, by assessing qualitative factors or performing a quantitative analysis
in determining whether it is more likely than not that its fair value exceeds the carrying value. The measurement date of our annual goodwill impairment test
is October 1.
As of March 31, 2017, there are no events or changes in circumstances to indicate that goodwill is impaired.
6. Long-term debt, net
Long-term debt, net, including promissory notes payable to certain shareholders, net, as of March 31, 2017, consist of the following:

(In thousands)

Principal amount
Less: unamortized debt issuance costs
Add: PIK interest accrued to the principal balance
Long-term debt, net
Less: Current portion of long-term debt
Long-term debt, net (non-current)

12% incremental
term loan,
due 2020

12% term loan,
due 2020

$

42,234
3,694
553
39,093
2,062
37,031

$

$

14,828
918
13
13,923
688
13,235

$

10% promissory
notes,
due 2021

$

$

Total

10,000
366
337
9,971
9,971

$

67,062
4,978
903
62,987
2,750
60,237

$

Long-term debt, net, including promissory notes payable to certain shareholders, net, as of December 31, 2016, consist of the following:
12% term loan,
due 2020

(In thousands)

Principal amount
Less: unamortized debt issuance costs
Add: PIK interest accrued to the principal balance
Long-term debt, net
Less: Current portion of long-term debt
Long-term debt, net (non-current)

$

$

42,750
3,964
479
39,265
4,135
35,130

10% promissory notes,
due 2021

$

10,000
384
1,132
10,748
10,748

Total

$

$

52,750
4,348
1,611
50,013
4,135
45,878

Term Loan
On December 8, 2015, Fluent entered into an agreement (“Credit Agreement”) with certain financial institutions, for a term loan in the amount of $45,000
(“Term Loan”), with Whitehorse Finance, Inc. acting as the agent (the “Term Loan Agent”). Fluent’s obligations in respect of the Term Loan are guaranteed
by the Company and substantially all of the other direct and indirect subsidiaries of the Company. The obligations of Fluent and the obligations of the
guarantors are secured by substantially all of such entities’ assets. The Credit Agreement has a term of five years.
Prior to the Amendment No. 3 to Credit Agreement entered into on January 19, 2017 (the “Amendment No. 3”), payments of principal in the amount of $563
each were due on the last day of each quarter, commencing March 31, 2016. Additionally, 50% of excess cash flow of Fluent and its subsidiaries for the
immediately preceding fiscal year is required, in Term Loan Agent’s sole discretion, to be paid towards the Term Loan obligations, commencing with the
fiscal year ending December 31, 2016. As a result of the excess cash flow for the year ended December 31, 2016, we reclassified a total amount of $1,885 into
current portion of long-term debt in the condensed consolidated balance sheet as of December 31, 2016. Because the Term Loan Agent refused the
prepayment, we reclassified the $1,885 back to non-current portion of long-term debt as of March 31, 2017. The Credit Agreement provides for certain other
customary mandatory prepayments upon certain events, and also provides for certain prepayment premiums during the first 4 years of the Term Loan,
provided that the prepayment premiums are not applicable to scheduled payments of principal, the required excess cash flow payments and certain other
required prepayments.
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Debt issuance costs, including the fair value of warrants issued to the Term Loan Agent and its affiliates in prior periods (“Whitehorse Warrants”), are
amortized into interest expense over the term of the Term Loan using the interest method. The Whitehorse Warrants include warrants to purchase, in
aggregate, 300,000 shares of common stock, with an exercise price of $5.08 per share. We estimate the fair value of such warrants on the date of grant using a
Black-Scholes pricing model and recognized them as debt issuance costs and additional paid-in capital.
The Credit Agreement, as amended, contains customary representations and warranties, covenants (including certain financial covenants), and events of
default, upon the occurrence of which the Term Loan Agent may accelerate the obligations under the Credit Agreement. Certain restrictive covenants impose
limitations on the way we conduct our business, including limitations on the amount of additional debt we are able to incur and restricts our ability to make
certain investments and other restricted payments, including certain intercompany payments of cash and other property. The financial covenants include the
requirement that the Company and its subsidiaries attain certain quarterly minimum EBITDA thresholds, Fluent and its subsidiaries attain certain quarterly
minimum EBITDA thresholds, Fluent and its subsidiaries meet certain leverage ratios on a quarterly basis, Fluent and its subsidiaries meet certain fixed
charge coverage ratios on a quarterly basis, and Fluent and its subsidiaries maintain at all times cash and cash equivalent balances of at least $2.0 million (or
such lesser amount agreed to by the Term Loan Agent), in the aggregate. As of March 31, 2017, the Company was in compliance with the financial covenant
requirements.
Incremental Term Loan
On January 19, 2017, Fluent entered into the Amendment No. 3, amending Fluent's Term Loan facility dated December 8, 2015. The Amendment No. 3,
among other things, provides for a new term loan in the principal amount of $15,000 ("Incremental Term Loan"), subject to the terms and conditions of the
Amendment No. 3, and modifies certain other provisions set forth in the Credit Agreement, including certain financial covenants and related definitions. The
entire Incremental Term Loan of $14,039, net of debt issuance costs of $961, was received on February 1, 2017.
The Incremental Term Loan and Fluent's existing Term Loan (collectively, the "Term Loans") are guaranteed by the Company and the other direct and
indirect subsidiaries of the Company, and are secured by substantially all of the assets of the Company and its direct and indirect subsidiaries, including
Fluent, in each case, on an equal and ratable basis. The Term Loans accrue interest at the rate of: (a) either, at Fluent's option, LIBOR (subject to a floor of
0.50%) plus 10.5% per annum, or base rate plus 9.5% per annum, payable in cash, plus (b) 1% per annum, payable, at Fluent's option, in either cash or inkind. Payments of principal of the Term Loans are $688 per quarter, replacing the original $563 for the Term Loan, payable at the end of each calendar
quarter, commencing on March 31, 2017. The Term Loans mature on December 8, 2020.
Promissory Notes
On December 8, 2015, the Company entered into and consummated the promissory notes financing (the “Promissory Notes”) with each of Frost Gamma
Investment Trust (“Frost Gamma”), an affiliate of Phillip Frost, M.D., the Vice Chairman of the Company’s Board of Directors, Michael Brauser, the Executive
Chairman of the Board of Directors, and another investor (the “Promissory Note Investors”), pursuant to which the Company issued Promissory Notes of $5.0
million to Frost Gamma, $4.0 million to Michael Brauser, and $1.0 million to another investor, for an aggregate financing in the amount of $10.0 million.
The Promissory Note Investors received (i) a promissory note in the principal amount equal to the amount of their respective promissory notes, with a rate of
interest of 10% per annum, which interest shall be capitalized monthly by adding to the outstanding principal amount of such Promissory Notes, and (ii) a
grant of 100 shares of convertible Series B preferred stock (“Series B Preferred”) for each $1.0 million increment of their respective Promissory Notes, with a
total of 1,000 shares of Series B Preferred granted (“Promissory Note Shares”), pursuant to fee letter agreements. Each share of Series B Preferred automatically
converted into 50 shares of common stock in 2016.
Under the terms of the Promissory Notes, the Company is required to repay the principal amounts thereof, with all accrued interest thereon, on the date that is
six months after the repayment of all amounts due under the Credit Agreement, except that the Company may repay the Promissory Notes earlier from the
proceeds of a round of public equity financing. During the three months ended March 31, 2017, the Company repaid the accrued paid-in-kind (“PIK”)
interest of $533, $426, and $107 to Frost Gamma, Michael Brauser and another investor, respectively.
The fair value of Promissory Note Shares of $413 was calculated by multiplying the closing common stock market price of the Company on December 8,
2015 of $8.45, with the total shares granted, as converted, which was recognized as debt issuance costs, and the unamortized debt issuance costs as at March
31, 2017 and December 31, 2016 was $344 and $350, respectively.
In connection with the Promissory Notes, on December 8, 2015, the Company, each lender under the Promissory Notes, and the Term Loan Agent, etc. entered
into a Subordination Agreement (the “Subordination Agreement”), pursuant to which the debt under the Promissory Notes was made expressly subordinate to
the debt under the Credit Agreement. In addition, the Subordination Agreement restricts the terms of the Promissory Notes, including certain modifications of
such terms, and the ability of any lender under the
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Promissory Notes to take certain actions with respect to the obligations arising under the Promissory Notes. The terms of the Subordination Agreement shall
remain in effect until such time that all obligations under the Credit Agreement are paid in full.
The net balance of Promissory Notes was presented as promissory notes payable to certain shareholders, net, in the consolidated balance sheet.
Fair value
As mentioned above, the Company’s long-term debt outstanding as at March 31, 2017 represented 1) the Term Loans with interest at LIBOR (with a floor of
0.5%) plus 10.5% per annum, and 2) Promissory Notes pursuant to the agreements effective December 8, 2015, with a rate of interest of 10% per annum.
Considering the Term Loans have a variable interest rate, and interest rates have been relatively stable, we regard the fair values of the long-term debt to
approximate their carrying amount as of March 31, 2017. This fair value assessment represents Level 2 measurements.
7. Income taxes
The Company is subject to federal and state income taxes in the United States. Our tax provision for interim periods is determined using an estimate of our
annual effective tax rate, adjusted for discrete items arising in that quarter. In each quarter, we update our estimate of the annual effective tax rate, and if our
estimated annual tax rate changes, we make a cumulative adjustment in that quarter.
The Company’s effective income tax rate differed from the statutory federal income tax rate of 34% for the three months ended March 31, 2017 and 2016. For
the three months ended March 31, 2017, the effective income tax rate was 0% and the difference is mainly the result of the full valuation allowance applied
against the Company’s deferred tax assets and state income taxes. For the three months ended March 31, 2016, the effective income tax rate was 34.2% and
this difference is primarily due to state income taxes and nondeductible expenses.
The Company assesses its income tax positions and records tax benefits for all years subject to examination based upon its evaluation of the facts,
circumstances and information available at the reporting date. For those tax positions where it is more-likely-than-not that a tax benefit will be sustained, the
Company has recorded the largest amount of tax benefit with a greater than 50% likelihood of being realized upon ultimate settlement with a taxing
authority that has full knowledge of all relevant information. For those income tax positions where it is not more-likely-than-not that a tax benefit will be
sustained, no tax benefit has been recognized in the Company’s financial statements.
The balance of unrecognized tax benefits as of March 31, 2017 and December 31, 2016 was $1,668. In our tax return filed for the year ended December 31,
2015, a loss of $4,375, resulting from the disposal of all assets and liabilities related to our Chinese and British Virgin Islands based subsidiaries
(collectively, the “Advertising Business”) in 2015, was included. This uncertain tax position of $1,668 is reflected as a reduction in deferred tax assets. Based
on management’s assessment, no tax benefit has been recognized for the loss mentioned above. This unrecognized tax benefit, if recognized, would favorably
affect the Company’s annual effective tax rate before application of any valuation allowance. The Company has not accrued any interest or penalties as of
March 31, 2017 with respect to its uncertain tax positions.
The Company does not anticipate a significant increase or reduction in unrecognized tax benefits within the next twelve months.
8. Common stock, treasury stock and warrants
Common stock
As of March 31, 2017 and December 31, 2016, the number of issued shares of common stock was 54,440,337 and 53,717,996, respectively, which included
shares of treasury stock of 205,031 and 160,235, respectively.
12

The change in the number of issued shares of common stock during the three months ended March 31, 2017 was due to the issuance of an aggregate of
722,341 shares of common stock as a result of the vesting of restricted stock units (“RSUs”), of which, 44,796 shares of common stock were withheld to pay
withholding taxes upon such vesting, which are reflected in treasury stock.
Treasury stock
As of March 31, 2017, the Company held 205,031 shares in treasury, with a cost of $699. This increase in treasury stock during the three months ended
March 31, 2017 was due to shares that were withheld to pay withholding taxes upon the vesting of RSUs.
Warrants
As of March 31, 2017 and December 31, 2016, warrants to purchase an aggregate of 2,220,102 shares of common stock were outstanding, with exercise prices
ranging from $3.75 to $10.00 per share.
9. Share-based payments
As of March 31, 2017, the Company maintains two share-based incentive plans: the 2008 Share Incentive Plan (the “2008 Plan”), which was carried forward
as a result of the reverse acquisition between the Company and The Best One, Inc. (“TBO”) consummated on March 21, 2015, whereby TBO became a
wholly-owned subsidiary of the Company (the “TBO Merger”), and the Cogint, Inc. 2015 Stock Incentive Plan (the “2015 Plan”), which was approved during
the annual meeting of stockholders on June 2, 2015, which authorized the issuance of 2,500,000 shares of common stock. The 2015 Plan was amended on
June 3, 2016 at the Company’s annual meeting of stockholders which approved an increase of the number of shares of common stock authorized for issuance
under the 2015 Plan to 12,500,000. The primary purpose of the 2015 Plan is to attract, retain, reward and motivate certain individuals by providing them with
an opportunity to acquire or increase a proprietary interest in the Company and to incentivize them to expend maximum effort for the growth and success of
the Company, so as to strengthen the mutuality of the interests between such individuals and the stockholders of the Company.
As of March 31, 2017, there were 180,568 and 5,632,992 shares of common stock reserved for issuance under the 2008 Plan and the 2015 Plan, respectively.
Outside of the 2008 Plan and 2015 Plan, Marlin Capital Investments, LLC (“Marlin Capital”), a company which our Executive Chairman Michael Brauser
owns 50% and is one of two managers, held RSUs representing the right to receive 2,000,000 shares of the Company’s common stock. These RSUs vest
annually beginning from October 13, 2015 only if certain performance goals of the Company are met. The shares underlying such RSUs will not be delivered
until October 13, 2018, unless there is a change of control of the Company. For the three months ended March 31, 2017 and 2016, share-based compensation
expenses of $311 and $311, associated with shares under the Marlin Capital agreement, were recognized, respectively.
Outside of the 2008 Plan and 2015 Plan, effective November 16, 2015, the Company entered into an employment agreement with Michael Brauser (the
“Michael Brauser Employment Agreement”) relating to his service as Executive Chairman of the Board of Directors, pursuant to which, Michael Brauser will
receive an annual base salary of $25 payable in accordance with the Company’s general payroll practices and RSUs representing the right to receive
5,000,000 shares of common stock. The issuance of shares of common stock underlying the RSUs was approved by the stockholders at the annual meeting in
2016. These RSUs vest ratably over a four year period; provided, however, that no portion of the RSUs shall vest unless and until the Company has gross
revenue in excess of $100.0 million and positive EBITDA in any one fiscal year during the vesting period (the “Vesting Conditions”). In addition, such RSUs
vest in full upon a Company change in control, termination of Michael Brauser without cause, termination by Michael Brauser for good reason, or Michael
Brauser’s death or disability. The Company determined that the Vesting Conditions were met, effective March 14, 2017, and as a result, 1,250,000 shares
were vested, but Michael Brauser has elected to defer delivery of any vested RSUs until his separation from service from the Company or death or disability.
Outside of the 2008 Plan and 2015 Plan, on December 8, 2015, at the time of Dr. Phillip Frost’s joining the Board of Directors of the Company as Executive
Vice Chairman, Frost Gamma received a grant of 3,000,000 RSUs, and the issuance of shares of common stock underlying such RSUs was approved by the
stockholders at the annual meeting in 2016. These grants were fully vested on December 8, 2015, but Frost Gamma has elected to defer delivery of any vested
RSUs until Dr. Phillip Frost’s separation from service from the Company or death or disability.
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Share options
Details of share options activity during the three months ended March 31, 2017 were as follows:
Weighted average
exercise price per
share

Number of
options

Outstanding as of December 31, 2016
Outstanding as of March 31, 2017

352,000
352,000
352,000
283,250

Options vested and expected to vest as of March 31, 2017
Options exercisable as of March 31, 2017

$
$
$
$

Weighted average
remaining
contractual term

10.25
10.25
10.25
10.56

4.4 years
4.1 years
4.1 years
3.0 years

Aggregate
intrinsic
value

$
$
$
$

-

The aggregate intrinsic value amounts in the table above represent the difference between the closing price of the Company’s common stock on March 31,
2017 of $4.65 and the exercise price, multiplied by the number of in-the-money stock options as of the same date.
The unvested balance of options is shown below for the three months ended March 31, 2017:
Number of
options

Unvested as of December 31, 2016
Unvested as of March 31, 2017

68,750
68,750

Weighted average
exercise price per share

$
$

Weighted average
remaining
contractual term

8.91
8.91

8.9 years
8.7 years

Compensation expenses recognized from employee stock options for the three months ended March 31, 2017 and 2016 of $110 and $16, respectively, were
recognized in general and administrative expenses in the condensed consolidated statements of operations. As of March 31, 2017, unrecognized share-based
compensation cost relating to granted share options amounted to $336, which are expected to be recognized over a weighted average period of 2.7 years.
Restricted stock units
Details of unvested RSUs activity during the three months ended March 31, 2017 were as follows:
Weighted average
grant-date fair value

Number of units

Unvested as of December 31, 2016
Vested and delivered
Withheld as treasury stock (1)
Vested not delivered (2)
Forfeited
Unvested as of March 31, 2017

12,407,029
(677,545 )
(44,796 )
(2,238,254 )
(77,250 )
9,369,184

$
$
$
$
$
$

8.40
7.93
12.08
9.71
5.39
8.13

(1)

As discussed in Note 8, the increase in treasury stock was due to shares withheld to pay statutory withholding taxes upon the vesting of RSUs during
the three months ended March 31, 2017.

(2)

Vested not delivered represent the vested RSUs with deferred delivery at a future time. As of March 31, 2017, the cumulative shares of RSUs included
in “vested not delivered” above were 6,345,921.

The Company recognized compensation expenses (included in sales and marketing expenses, and general and administrative expenses in the condensed
consolidated statements of operations, and intangible assets in the condensed consolidated balance sheets) for these RSUs of $7,448 and $7,511 for the three
months ended March 31, 2017 and 2016, respectively. The fair value of the RSUs was estimated using the market value of the Company’s common stock on
the date of grant, which was equivalent to the closing price of the common stock on the grant date.
As of March 31, 2017, unrecognized share-based compensation expenses associated with the granted RSUs amounted to $65,920, which are expected to be
recognized over a weighted average period of 2.3 years.
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Shares issued to third-party vendors
The Company issues shares to certain third-party vendors from time to time in lieu of cash for services rendered. Stock compensation expenses for shares
issued to third-party vendors of $0 and $129 for the three months ended March 31, 2017 and 2016, respectively, were recognized in general and
administrative expenses.
The share-based compensation expenses for the Company’s share options, RSUs and common stock were allocated to the following accounts in the
condensed consolidated financial statements for the three months ended March 31, 2017 and 2016:
Three Months Ended March 31,
2017
2016

(In thousands)

Sales and marketing expenses
General and administrative expenses

$

Capitalized in intangible assets
Total

$

698
6,614
7,312
246
7,558

$

$

546
6,832
7,378
278
7,656

10. Segment information
The Company currently manages its operations in two reportable segments, Information Services and Performance Marketing. The segments reflect the way
the Company evaluates its business performance and manages its operations.
Information regarding our Information Services and Performance Marketing segments is as follows:
Three Months Ended March 31,
2017
2016

(In thousands)

Revenue:
Information Services
Performance Marketing

$
$

Loss (income) from operations:
Information Services
Performance Marketing

$

Corporate (1)
$
Depreciation and amortization:
Information Services
Performance Marketing

$
$

Write-off of long-lived assets
Information Services
Performance Marketing

$
$

Share-based payments:
Information Services
Performance Marketing

$

Corporate (1)
$
Capital expenditure:
Information Services
Performance Marketing

$
$
15

16,418
34,348
50,766

$

(5,004 )
(1,332 )
(6,336 )
(4,162 )
(10,498 )

$

1,328
2,093
3,421

$

1,189
2,437
3,626

$

2,940
1,013
3,953
3,359
7,312

$

2,051
289
2,340

$

$

$

$

$

$

$

11,051
28,373
39,424
(5,151 )
2,315
(2,836 )
(5,336 )
(8,172 )
1,151
1,458
2,609
2,983
766
3,749
3,629
7,378
2,995
219
3,214

(In thousands)

March 31, 2017

Assets:
Information Services
Performance Marketing

$

Corporate (2)
$
Intangible assets, net:
Information Services
Performance Marketing

$
$

Goodwill:
Information Services
Performance Marketing

$
$

December 31, 2016

92,770
202,936
295,706
20,867
316,573

$

52,107
41,922
94,029

$

44,178
122,078
166,256

$

$

$

$

91,405
197,937
289,342
22,569
311,911
52,424
46,107
98,531
44,178
122,078
166,256

(1)

Corporate primarily represents corporate administrative costs that are not allocated to individual segments. The segment information for the three
months ended March 31, 2016 was reclassified to conform to the current period presentation.

(2)

Assets of corporate primarily represents corporate’s assets that are not allocated to individual segments. The segment information as of December 31,
2016 was reclassified to conform to the current period presentation.

A reconciliation of loss from operations from segments to loss from continuing operations before income taxes for the periods presented is as follows:
Three Months Ended March 31,
2017
2016

(In thousands)

Loss from operations from segments
Corporate (1)
Total other expense (2)
Loss before income taxes

$

(6,336 )
(4,162 )
(2,227 )
(12,725 )

$

$

$

(2,836 )
(5,336 )
(2,122 )
(10,294 )

(1)

Corporate primarily represents corporate administrative costs that are not allocated to individual segments.

(2)

Other expense, primarily represents non-operating income and expense, including interest expense, net, and other expenses, net, which the Company
does not allocate into segments.

Revenue by geography is based on the location of the customers. The following table sets forth revenue by geographic areas:
Three Months Ended March 31,
2017
2016

(In thousands)

Revenue:
United States
Outside of the United States (1)

$
$

(1)

46,694
4,072
50,766

$
$

35,405
4,019
39,424

No individual country, other than disclosed above, exceeded 10% of total consolidated revenue for any period presented.

11. Related party transactions
For the three months ended March 31, 2017 and 2016, material related party transactions were as follows:
Financing
On December 8, 2015, the Company entered into and consummated Promissory Notes with certain investors, for an aggregate financing of $10.0 million,
pursuant to which the Company received $5.0 million from Frost Gamma, $4.0 million from Michael Brauser, and $1.0 million from another investor. As of
March 31, 2017, the principal, plus accrued PIK interest, of such Promissory
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Notes, owing to Frost Gamma, Michael Brauser and such other investor, were $5,169, $4,135, and $1,034, respectively. During the three months ended March
31, 2017, the Company repaid $533, $426, and $107 to Frost Gamma, Michael Brauser and another investor, respectively. See Note 6, “Long-term debt, net,”
for details.
Conversion of Series B Preferred
On February 22, 2016, the Company’s Series B Preferred, 450,962 shares in total, including 141,430 shares previously issued to Frost Gamma in relation to
certain financial arrangements, and 156,544 and 105,704 shares previously issued to Ryan Schulke, Chief Executive Officer of Fluent, and Matthew Conlin,
President of Fluent, respectively, in connection with the Fluent Acquisition, automatically converted into the Company’s common stock, by multiplying
each such share of Series B Preferred by 50.
Earn-out Shares
On March 11, 2016, the Company issued 900,108 common earn-out shares to Frost Gamma, and 1,800,220 Series A earn-out shares to certain investors
(which were subsequently converted to 1,800,220 shares of common stock), including 567,069 shares to Grander Holdings, Inc. 401K, an entity owned by
Michael Brauser, the Executive Chairman of the Board of Directors, upon a determination by the Board of Directors that certain financial targets had been
achieved as set forth in the merger agreement of the TBO Merger effective on March 21, 2015.
Business Consulting Agreement
Marlin Capital holds RSUs representing the right to receive 2,000,000 shares of the Company’s common stock. These RSUs vest annually beginning from
October 13, 2015 only if certain performance goals of the Company are met. The shares underlying such RSUs will not be delivered until October 13, 2018,
unless there is a change of control of the Company. For the three months ended March 31, 2017 and 2016, share-based compensation expenses of $311 and
$311, associated with shares under the Marlin Capital agreement, were recognized, respectively. See Note 9, “Share-based payments,” for details.
Others
Effective on August 1, 2015, the Company entered into a consulting agreement with DAB Management Group Inc. (“DAB”) for DAB to provide consulting
services related to business development, future acquisitions and strategic transactions for a term of six months, and shall automatically renew for additional
six-month periods, unless either party provides written notice to the other of its intent not to renew not fewer than 30 days prior to the expiration of the then
current term (the “DAB Agreement”). DAB is owned by Daniel Brauser, a director of the Company at the time the DAB Agreement was entered into and the
son of Michael Brauser, Executive Chairman of the Company. Under the DAB Agreement, the consulting service fee is $20 per month. The Company
recognized consulting service fee of $60 each for the three months ended March 31, 2017 and 2016.
In October 2015, the Company entered into a Non-Exclusive Aircraft Dry Lease Agreement with Brauser Aviation, LLC, an affiliated entity of our Executive
Chairman, to pay a set hourly rate for Company-related usage of the aircraft. The Company recognized aircraft lease fee of $0 and $75 for the three months
ended March 31, 2017 and 2016, respectively.
12. Commitments and contingencies
(a) Capital commitment
The Company incurred data costs of $1,075 and $1,115 for the three months ended March 31, 2017 and 2016, respectively, under certain non-cancellable
data licensing agreements. As of March 31, 2017, material capital commitments under non-cancellable data licensing agreements were $24,345, shown as
follows:
(In thousands)
Year

March 31, 2017

Remainder of 2017
2018
2019
2020
2021
2022 and thereafter
Total

$

$
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3,188
4,415
5,210
5,575
4,655
1,302
24,345

(b) Contingency
Other than as described below, the Company is not currently a party to any legal proceeding, investigation or claim which, in the opinion of the management,
is likely to have a material adverse effect on the business, financial condition, results of operations or cash flows. Legal fees associated with such legal
proceedings, are expensed as incurred. We review legal proceedings and claims on an ongoing basis and follow appropriate accounting guidance, including
ASC 450, when making accrual and disclosure decisions. We establish accruals for those contingencies where the incurrence of a loss is probable and can be
reasonably estimated, and we disclose the amount accrued and the amount of a reasonably possible loss in excess of the amount accrued, if such disclosure is
necessary for our financial statements to not be misleading. To estimate whether a loss contingency should be accrued by a charge to income, we evaluate,
among other factors, the degree of probability of an unfavorable outcome and the ability to make a reasonable estimate of the amount of the loss. We do not
record liabilities when the likelihood that the liability has been incurred is probable, but the amount cannot be reasonably estimated. Based upon present
information, we determined that there were no matters that required an accrual as of the balance sheet date, March 31, 2017. The Company estimates that
adverse rulings in pending litigation matters could result in a possible loss of between $3,000 and $6,000.
On October 27, 2014, TransUnion Risk and Alternative Data Solutions, Inc. (“TRADS”) filed a Complaint for Declaratory Judgment against Interactive Data,
among other parties, in the U.S. Bankruptcy Court, Southern District of Florida (the “Bankruptcy Court”), regarding a dispute over ownership of certain
intellectual property to which both TRADS and Company subsidiary TBO have asserted competing ownership claims. TBO asserted that it purchased this
intellectual property from Ole Poulsen (“Poulsen”), the Company’s Chief Science Officer (“Purchased IP”). TRADS has since dropped Interactive Data as a
party, and added TBO and Ole Poulsen. On June 10, 2015, over TRADS’ objections, the Bankruptcy Court granted TBO’s motion to expand the scope of
discovery to include, among other things, whether TRADS is a good faith purchaser of any of the Purchased IP, free of any fraud or misconduct by or on
behalf of TRADS, and whether there was a fraud on the Bankruptcy Court by TRADS. On February 22, 2016, TBO and Mr. Poulsen filed a motion for
summary judgment seeking judgment in their favor on all claims based upon, among other things, TRADS having committed a fraud on the Bankruptcy
Court. On April 20, 2016, the Bankruptcy Court denied the motion for summary judgment. Trial took place on May 16 and 17, 2016 and June 15, 22-24 and
27, 2016. The parties submitted post-trial memoranda to the Bankruptcy Court on July 12, 2016.
On August 18, 2016, the Bankruptcy Court entered a trial order (“Trial Order”) and final judgment (the “Final Judgment”) in favor of TRADS finding the
Purchased IP is owned by TRADS, and ordering the Company, TBO and Poulsen to turn over all copies of the Purchased IP in their possession. The
Bankruptcy Court also ordered the Company and TBO to pay TRADS’ attorneys’ fees and costs, in an amount to be determined at a later time by the
Bankruptcy Court.
On October 7, 2016, TRADS filed a motion seeking its attorneys’ fees and costs. A preliminary hearing was initially set on this motion for October 18, 2016,
and then continued until November 15, 2016. On November 15, 2016, the Bankruptcy Court again continued the motion to December 20, 2016 and again
continued to February 15, 2017, and again continued to April 4, 2017. On April 4, 2017, the Bankruptcy Court held a pretrial hearing on TRADS’ motion for
attorneys’ fees and costs, and on April 11, 2017, entered a Pretrial Scheduling Order setting the trial on the attorneys’ fees and costs on August 14-16,
2017. On April 19, 2017, TBO filed a motion for partial summary judgment on various threshold legal issues relating to TRADS’ request for attorneys’ fees
and costs. On April 26, 2017, TRADS filed its response to the motion for partial summary judgment. TBO filed its reply on the motion on May 3, 2017.
The Company, TBO and Poulsen have appealed the Bankruptcy Court’s ruling to the United States District Court, Southern District of Florida (the “District
Court”), and on October 11, 2016, filed a motion for stay of the Final Judgment pending appeal in the District Court. By stipulation of the parties, TRADS
agreed not to enforce the turnover of the Purchased IP until at least October 27, 2016, while the stay motion was briefed. On October 25, 2016, the Company,
TBO and Poulsen filed an emergency motion for an interim stay of the Final Judgment until the stay motion filed October 11, 2016 could be resolved. The
District Court granted the interim stay and on November 8, 2016 held a hearing on whether to keep the stay in effect while the appeal is pending. On
December 14, 2016, the District Court denied TBO and Poulsen’s motion for stay of the Final Judgment pending appeal, however, the judge stayed the
effectiveness of that order for seven days to allow TBO to appeal the stay ruling to the Eleventh Circuit Court of Appeals. The order further provided that the
effectiveness of the order would be further delayed until the Eleventh Circuit Court of Appeals ruled on a request for stay. In December 2016, the Company,
TBO and Poulsen filed notices of appeal to the Eleventh Circuit Court of Appeals seeking review of the District Court’s orders denying their motions for stay
pending appeal. TRADS moved to dismiss the appeal of the stay ruling to the Eleventh Circuit Court of Appeals for lack of jurisdiction. On February 28,
2017, the Eleventh Circuit Court of Appeals ruled that while it did not have jurisdiction over the appeals, before the District Court finally adjudicated the
appeals, it had inherent power to consider the stay motions. The Eleventh Circuit Court of Appeals denied the stay motions but ruled that the Company “has
established that it has strong likelihood of succeeding in its argument that the judgment incorrectly identifies it as The Best One, Inc.’s legal successor
entity…” TBO and Poulsen have complied with the orders, with Poulsen turning over the Purchased
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IP to TRADS. The Eleventh Circuit Court of Appeals returned the case to the District Court until completion of the appeal before that court.
As a result of the Trial Order and Final Judgment, during 2016, the Company wrote off $4,055 of intangible assets for both the Purchased IP and capitalized
legal costs incurred and paid in defending the claims. An adverse ruling on the award of attorneys’ fees and costs could have an immediate near-term impact
on the Company’s financial position, results of operations, and liquidity. As of the date hereof, this case is ongoing.
On October 23, 2014, TRADS filed a Complaint and Motion for Temporary Injunction, in the Fifteenth Judicial Circuit Court in and for Palm Beach County,
Florida (the “Circuit Court”), against James Reilly, then President and Chief Operating Officer of the Company, seeking relief for alleged violation of a
noncompetition agreement. On February 5, 2015, after the presentation of TRADS’ case, the Circuit Court denied TRADS’ motion for a temporary injunction
to prohibit Mr. Reilly from continuing employment with TBO. TRADS appealed that order, and on December 2, 2015, the Fourth District Court of Appeal
reversed the order denying the temporary injunction and remanded for Mr. Reilly to present his case opposing the preliminary injunction. The evidentiary
hearing on TRADS’ motion took place on May 4 and 5, 2016. On July 1, 2016, a temporary injunction was entered against Mr. Reilly. On July 15, 2016, Mr.
Reilly filed a notice of appeal, appealing the trial court’s injunction order to the Fourth District Court of Appeal. On October 3, 2016, Mr. Reilly filed an
answer, affirmative defenses, and counterclaim asserting claims against TRADS for fraudulent and negligent misrepresentation. TRADS responded to the
counterclaim on November 16, 2016 by filing a motion to dismiss. On October 5, 2016, the Fourth District Court of Appeal affirmed the trial court’s
injunction order. On February 17, 2017, the Circuit Court heard TRADS’ motion to dismiss, granted the motion without prejudice, and gave leave to Mr.
Reilly to amend his answer, affirmative defenses, and counterclaim alleging TRADS’ fraudulent and negligent misrepresentation. On February 28, 2017, Mr.
Reilly filed a motion to amend the temporary injunction. That motion was heard by the Circuit Court on March 9, 2017. On March 23, 2017, the Circuit
Court entered an order granting the motion to modify, and reduced the duration of the temporary injunction from two years to one year. The temporary
injunction will now expire at midnight on June 30, 2017. Mr. Reilly filed his amended answer, affirmative defenses and counterclaim on March 6, 2017.
TRADS responded to the amended counterclaim by filing a motion to dismiss on March 21, 2017. That motion has not yet been set for hearing. An adverse
ruling could have an immediate near-term impact on the Company’s financial position, results of operations, and liquidity. As of the date of this report, this
case is ongoing.
On July 28, 2015, TRADS filed a Complaint and Motion for Preliminary Injunction in the District Court against Surya Challa, former Vice President of
Technology of TBO, seeking relief for an alleged violation of a noncompetition agreement. The hearing on TRADS’ Motion for Preliminary Injunction was
held on February 19, 2016. On March 23, 2016, the District Court denied TRADS’ motion for preliminary injunction. On April 22, 2016, TRADS filed a
notice of appeal seeking review of the trial court’s order denying the motion for preliminary injunction. On September 23, 2016, the District Court judge
entered an order staying the case pending appeal. On December 16, 2016, Mr. Challa filed a motion to dismiss the appeal as moot because he is no longer
employed by the Company. On January 12, 2017, the Eleventh Circuit Court of Appeals issued an opinion affirming the district court’s order denying
TRADS’ motion for preliminary injunction. The Eleventh Circuit Court of Appeals also denied Mr. Challa’s motion to dismiss the appeal as moot. On March
31, 2017, the parties attended a court-ordered settlement conference during which a settlement was reached between the parties. The case was dismissed with
prejudice on April 5, 2017.
On August 10, 2016, the Company filed a lawsuit against TransUnion and related parties, in the Eleventh Judicial Circuit Court in and for Miami-Dade
County, Florida, alleging tortious interference with its prospective business relationship with Datamyx, LLC (“Datamyx”). The complaint was amended on
October 18, 2016. The Company alleges that it was in negotiations to acquire Datamyx, and a definitive transaction was imminent, when TransUnion
interfered with the proposed Datamyx acquisition solely as an act of malice in order to damage the Company. As a result of the interference, Datamyx
abruptly terminated negotiations with the Company and was ultimately acquired by another suitor. The Company is seeking damages, including lost profits.
As of the date hereof, this case is ongoing.
On March 16, 2017, Cogint, Inc. (“Cogint”) was served with a complaint filed by TRADS in the District Court alleging trademark infringement and unfair
competition relating to reference to TRADS’ product in marketing materials. Cogint filed a motion to dismiss the complaint on April 6, 2017. On April 20,
2017, TRADS filed an amended complaint adding Interactive Data as a party. The amended complaint alleges trademark infringement and unfair competition
against both Cogint and Interactive Data, and also alleges claims of vicarious liability for trademark infringement and unfair competition against Cogint. On
May 4, 2017, Cogint and Interactive Data responded to the amended complaint by filing an answer and affirmative defenses. We believe that this case is
meritless and will defend it vigorously. An adverse ruling could have an immediate near-term impact on the Company’s financial position, results of
operations, and liquidity. As of the date hereof, this case is ongoing.
On March 16, 2017, Cogint, Cogint’s subsidiary IDI Holdings, LLC (“IDI Holdings”), Michael Brauser, and Derek Dubner were served with a complaint filed
by TRADS in the Eleventh Judicial Circuit Court in and for Miami-Dade County, Florida. The complaint alleges a claim for tortious interference against
Cogint and IDI Holdings, a claim for civil conspiracy against Mr. Brauser and Mr. Dubner, and a claim for breach of fiduciary duty against Mr. Dubner,
relating to, among other things, the hiring of Messrs.
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Reilly and Challa, and the Company’s Chief Financial Officer, Mr. MacLachlan. The defendants responded to the complaint on April 27, 2017 by filing a
motion to dismiss. We believe that this case is meritless and will defend it vigorously. An adverse ruling could have an immediate near-term impact on the
Company’s financial position, results of operations, and liquidity. As of the date hereof, this case is ongoing.
In addition to the foregoing, we may be involved in litigation from time to time in the ordinary course of business. We do not believe that the ultimate
resolution of any such matters will have a material adverse effect on our business, financial condition, results of operations or cash flows. However, the results
of such matters cannot be predicted with certainty and we cannot assure you that the ultimate resolution of any legal or administrative proceeding or dispute
will not have a material adverse effect on our business, financial condition, results of operations and cash flows.
13. Subsequent events
On April 11, 2017, the Company’s Board of Directors approved the grant of 10,000 RSUs to a third-party consultant for services rendered, which became
fully vested on April 18, 2017. Effective April 13, 2017, the Company’s Compensation Committee approved the grants of 1,907,000 RSUs to certain
employees and directors, with vesting periods ranging from one to four years.
Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.
Executive Overview
You should read the following discussion in conjunction with our condensed consolidated financial statements and related notes included in this Quarterly
Report on Form 10-Q. This Quarterly Report on Form 10-Q contains certain forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995 (“PSLRA”), Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities
Exchange Act of 1934, as amended, (the “Exchange Act”), about our expectations, beliefs, or intentions regarding our business, financial condition, results
of operations, strategies, the outcome of litigation, or prospects. You can identify forward-looking statements by the fact that these statements do not relate
strictly to historical or current matters. Rather, forward-looking statements relate to anticipated or expected events, activities, trends, or results as of the
date they are made. Because forward-looking statements relate to matters that have not yet occurred, these statements are inherently subject to risks and
uncertainties that could cause our actual results to differ materially from any future results expressed or implied by the forward-looking statements. Many
factors could cause our actual activities or results to differ materially from the activities and results anticipated in forward-looking statements. These
factors include those contained in this Quarterly Report on Form 10-Q, as well as the disclosures made in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2016 filed on March 14, 2017 (“2016 Form 10-K”), and other filings we make with the Securities and Exchange Commission.
We do not undertake any obligation to update forward-looking statements, except as required by law. We intend that all forward-looking statements be
subject to the safe harbor provisions of PSLRA. These forward-looking statements are only predictions and reflect our views as of the date they are made
with respect to future events and financial performance.
Overview
Cogint, Inc. (“we,” “us,” “our,” “cogint,” or the “Company”), a Delaware corporation, is a data and analytics company providing cloud-based mission-critical
information and performance marketing solutions to enterprises in a variety of industries. cogint’s mission is to transform data into intelligence utilizing our
proprietary technology platforms to solve complex problems for our clients. Harnessing the power of data fusion and 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 our intelligent platforms, CORETM and Agile Audience EngineTM, we uncover the relevance of disparate data points to deliver end-to-end, ROIdriven results for our customers. Our analytical capabilities enable us to build comprehensive datasets in real-time and provide 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, identifying fraud and abuse, ensuring legislative compliance, and debt recovery, to identifying and acquiring new customers. With the goal of reducing
the cost of doing business and enhancing the consumer experience, our solutions enable our clients to optimize overall decision-making and to have a
holistic view of their customers.
We provide unique and compelling solutions essential to the daily workflow of organizations within both the public and private sectors. Our cloud-based
data fusion and customer acquisition technology platforms, combined with our massive database consisting of public-record, proprietary and publiclyavailable data, as well as a unique repository of self-reported information on millions of consumers, enables the delivery of differentiated products and
solutions used for a variety of essential functions throughout the customer life cycle. These essential functions include customer identification and
authentication, investigation and validation, and customer acquisition and retention.
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The Company operates through two reportable segments: (i) Information Services and (ii) Performance Marketing.
Information Services—Leveraging leading-edge technology, proprietary algorithms, and massive datasets, and through intuitive and powerful analytical
applications, we provide solutions to organizations within the risk management and consumer marketing industries. CORE is our next generation data fusion
platform, providing mission-critical information about individuals, businesses and assets to a variety of markets and industries. Through machine learning
and advanced analytics, our Information Services segment uses the power of data fusion to ingest and analyze data at a massive scale. The derived
information from the data fusion process ultimately serves to generate unique solutions for banking and financial services companies, insurance companies,
healthcare companies, law enforcement and government, the collection industry, law firms, retail, telecommunications companies, corporate security and
investigative firms. In addition, our data acquisition solutions enable clients to rapidly grow their customer databases by using self-declared consumer
insights to identify, connect with, and acquire first-party consumer data and multi-channel marketing consent at massive scale.
Built in a secure Payment Card Industry (PCI) compliant environment, our cloud-based next generation technology delivers greater than four 9s of service
uptime. By leveraging our proprietary infrastructure design within the cloud, we currently operate in six datacenters spread geographically across the U.S.
and are able to dynamically and seamlessly scale as needed. Using our intelligent framework and leveraging a micro services architecture where appropriate,
we reduce operational cost and complexity, thus delivering superior performance at greatly reduced costs compared to traditional datacenter architectures.
Since the release of our CORE platform in May 2016, we have added billions of data records and continue to add approximately over a billion records per
month on average. Our average query response time for a comprehensive profile is less than 250 milliseconds versus competitive platforms that measure
comprehensive profile response times in seconds.
Performance Marketing—Our Agile Audience Engine drives our Performance Marketing segment, which provides solutions to help brands, advertisers and
marketers find the right customers in every major business-to-consumer (B2C) vertical, including internet and telecommunications, financial services, health
and wellness, consumer packaged goods, career and education, and retail and entertainment. We deterministically target consumers across various marketing
channels and devices, through the user- supplied acquisition of personally identifiable information on behalf of our clients, such as email addresses, other
identifying information and responses to dynamically-populated survey questions. Additionally, 80% of our consumer interaction comes from mobile, a
highly-differentiated characteristic compared to our competitors whose platforms are not mobile-first.
We own hundreds of media properties, through which we engage millions of consumers everyday with interactive content, such as job postings, cost savings,
surveys, promotions and sweepstakes that generate over 800,000 registrations and over 7.5 million compiled survey responses a day. Our owned media
properties alone have created a database of approximately 130 million U.S. adults with detailed profiles, including 224 million unique email addresses,
across over 75 million households. With meaningful, people-based interaction that focuses on consumer behavior and declared first-party data, leveraged on
a mobile-centric platform that provides seamless omni-channel capabilities, we have the ability to target and develop comprehensive consumer profiles that
redefine the way advertisers view their most valuable customers.
On January 18, 2017, the Company’s management and Board of Directors approved a plan to merge and fully integrate the business of Q Interactive, LLC (“Q
Interactive”), a wholly-owned subsidiary acquired by the Company on June 8, 2016, into Fluent, LLC (“Fluent”), a wholly-owned subsidiary of the Company
(the “Q Interactive Integration”). As a result, Q Interactive became a wholly-owned subsidiary of Fluent. We expect little or no customer or revenue attrition
associated with the Q Interactive Integration.
As a result of the cost synergies we will achieve through the Q Interactive Integration, we expect to realize annualized savings in our operating expenses of
approximately $4.5 million beginning in the second quarter of 2017. An aggregate of $0.7 million in restructuring costs associated with the Q Interactive
Integration was recognized in general and administrative expenses during the three months ended March 31, 2017. Also, we wrote off the remaining balance
of certain long-lived assets of $3.6 million, primarily relating to acquired proprietary technology and trade names acquired in the Q Interactive Acquisition,
in the first quarter of 2017, and recognized it in the operating expenses as a write-off of long-lived assets.
In order for the Company to continue to develop new products, grow its existing business and expand into additional markets, we must generate and sustain
sufficient operating profits and cash flow in future periods. This will require us to generate additional sales from current products and new products currently
under development. We have begun building out our sales organization to drive current products and to introduce new products into the market place. We
will incur increased compensation expenses for our sales and marketing, executive and administrative, and infrastructure related persons as we increase
headcount in the next 12 months.
Critical Accounting Policies and Estimates
Management’s discussion and analysis of financial condition and results of operations are based upon cogint’s condensed consolidated financial statements,
which have been prepared in accordance with accounting principles generally accepted in the United States (“US
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GAAP”). The preparation of these financial statements requires cogint to make estimates and judgments that affect the reported amounts of assets, liabilities,
revenues and expenses, and related disclosure of contingent assets and liabilities. On an on-going basis, cogint evaluates its estimates, including those
related to bad debts, income taxes, and contingencies. We base our estimates on historical experience and on various other assumptions that are believed to
be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions.
For additional information, please refer to our 2016 Form 10-K, filed with the Securities and Exchange Commission, or SEC, on March 14, 2017.
Recently issued accounting standards
See Note 1(b), “Recently issued accounting standards,” in the Notes to Condensed Consolidated Financial Statements.
First Quarter Financial Highlights
For the three months ended March 31, 2017, as compared to the three months ended March 31, 2016:
•

Total revenue increased 29% over prior year to $50.8 million.

•

Information Service revenue increased 49% over prior year to $16.4 million.

•

Performance Marketing revenue increased 21% over prior year to $34.4 million.

•

Gross profit margin increased 300 basis points over prior year to 31%.

•

Net loss was $12.7 million (inclusive of a one-time write-off of long-lived assets of $3.6 million and tax benefit of $0 million) compared to $6.8 million
(inclusive of tax benefit of $3.5 million).

•

Adjusted EBITDA increased 111% over prior year to $5.0 million.

Recent Business Highlights
Within our Information Services segment:
•

Continued strong client demand for our data solutions across all market verticals, leveraging our platforms with a focus on machine learning, to provide
intelligence essential to client decision-making and improved ROI.

•

Healthcare revenue increased 85% over prior year to $2.7 million.

•

Financial Services revenue increased 40% over prior year to $2.6 million.

•

Media & Entertainment revenue increased 98% over prior year to $1.8 million.

Within our Performance Marketing segment:
•

Strategic growth verticals continue to show increasing demand and strong profitability, with continued focus on activation of our unique, first-party
database across new channels.

•

Mobile App revenue increased 517% over prior year to $7.5 million.

•

Career & Education revenue increased 74% over prior year to $2.5 million.

•

Market Research revenue increased 319% over prior year to $1.4 million.

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 nonGAAP 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, write-off of long-lived assets, and other adjustments, as noted in the tables below.
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Three Months Ended March 31,
2017
2016

(In thousands)

Net loss
Interest expense, net
Income tax benefit
Depreciation and amortization
Share-based payments
Write-off of long-lived assets
Non-recurring legal and litigation costs
Restructuring costs
Non-cash loss on exchange of warrants
Adjusted EBITDA

$

$

(12,725 )
2,227
3,421
7,312
3,626
505
668
5,034

$

$

(6,772 )
1,825
(3,522 )
2,609
7,378
575
297
2,390

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.
Results of Operations
Three months ended March 31, 2017 compared to three months ended March 31, 2016
Revenue. Total revenue increased $11.3 million or 29% to $50.8 million for the three months ended March 31, 2017, from $39.4 million for the three months
ended March 31, 2016. This increase was driven by strong growth across both our segments and the Q Interactive Acquisition. Information Services revenue
increased 49% and Performance Marketing revenue increased 21%. Revenue generated from our Information Services segment and Performance Marketing
segment were $16.4 million and $34.4 million, respectively, for the three months ended March 31, 2017, as compared to $11.0 million and $28.4 million,
respectively, for the three months ended March 31, 2016.
Gross profit. Gross profit margin was 31% and 28% for the three months ended March 31, 2017 and 2016, respectively. The increase in gross profit margin
was attributed to scaling of our Information Services segment, producing higher gross margin relative to the consolidated business. Performance Marketing
segment gross profit margin remained consistent.
Historically, the relative mix of revenue derived from our Information Services and Performance Marketing segments produces a consolidated average gross
margin between 26% and 32%. Historically, at scale, the Information Services segment will trend with average gross margins between 70% and 85%. As a
result, we expect our combined gross margin to increase over the next twelve months as our Information Services revenue continues to scale.
As a result of the increase in revenue and gross profit margin, gross profit increased $4.6 million or 42% to $15.6 million for the three months ended March
31, 2017, from $10.9 million for the three months ended March 31, 2016.
Sales and marketing expenses. Sales and marketing expenses increased $1.4 million or 44% to $4.5 million for the three months ended March 31, 2017, from
$3.1 million for the three months ended March 31, 2016. The increase was mainly the result of increased headcount as we continue to invest in the expansion
of our sales organization and increased fulfillment costs. Sales and marketing expenses consist of advertising and marketing, salaries and benefits, traveling
expenses incurred by our sales team, share-based compensation expenses, and fulfillment costs. Included in sales and marketing expenses was non-cash
share-based compensation expenses of $0.7 million for the three months ended March 31, 2017, as compared to $0.5 million for the three months ended
March 31, 2016.
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General and administrative expenses. General and administrative expenses increased $1.1 million or 9% to $14.5 million for the three months ended
March 31, 2017, from $13.4 million for the three months ended March 31, 2016. The increase was mainly the result of increased headcount, restructuring
costs related to the Q Interactive Integration, partially offset by lower professional fees. The amounts consisted mainly of non-cash share-based payments of
$6.6 million and $6.8 million, professional fees of $1.1 million and $2.2 million, restructuring costs of $0.7 million and $0 million, and employee salaries
and benefits of $4.1 million and $2.6 million, for the three months ended March 31, 2017 and 2016, respectively.
Depreciation and amortization. Depreciation and amortization expenses increased $0.8 million or 31% to $3.4 million for the three months ended March 31,
2017, from $2.6 million for the three months ended March 31, 2016. The increase in depreciation and amortization in the first quarter of 2017 was mainly due
to the amortization of intangible assets resulting from the Q Interactive Acquisition effective on June 8, 2016 and the launch of software developed for
internal use after the first quarter of 2016.
Write-off of long-lived assets. As a result of the Q Interactive Integration, we wrote off $3.6 million for the three months ended March 31, 2017, primarily
relating to the remaining balance of the acquired proprietary technology and trade names, acquired in the Q Interactive Acquisition, and recognized it in the
operating expenses as a write-off of long-lived assets. There was no such item for the three months ended March 31, 2016.
Interest expense, net. Interest expense, net, represented the interest expense and amortization of debt issuance costs associated with the term loan in the
amount of $45.0 million (“Term Loan”) pursuant to a credit agreement entered in December 2015 (“Credit Agreement”), and promissory notes payable to
certain stockholders in the amount of $10 million (“Promissory Notes”) pursuant to agreements with certain stockholders in December 2015, and the
incremental term loan in the amount of $15.0 million (“Incremental Term Loan”, together with Term Loan, collectively, “Term Loans”), pursuant to the
amendment No. 3 to the Credit Agreement effective in January 2017 (the “Amendment No. 3”). Interest expense, net, increased $0.4 million or 22% to $2.2
million for the three months ended March 31, 2017, from $1.8 million for the three months ended March 31, 2016. The increase was mainly attributable to
the addition of the Incremental Term Loan. The long-term debt balance, including the current portion of long-term debt and net of unamortized debt issuance
costs, was $63.0 million as of March 31, 2017.
Loss before income taxes. We had a loss before income taxes of $12.7 million and $10.3 million, including non-cash share-based payments of $7.3 million
and $7.4 million, depreciation and amortization of $3.4 million and $2.6 million, and write-off of long-lived assets of $3.6 million and $0 million, for the
three months ended March 31, 2017 and 2016, respectively. The increase in loss before income tax was primarily due to the one-time write-off of long-lived
assets of $3.6 million resulting from the Q Interactive Integration in the first quarter of 2017.
Income taxes. Income tax benefit of $0 million and $3.5 million was recognized for the three months ended March 31, 2017 and 2016, respectively. A full
valuation allowance on the deferred tax assets was recognized for the three months ended March 31, 2017, and a full valuation allowance is expected for the
remainder of 2017. See Note 7, “Income Taxes,” for details.
Net loss. A net loss of $12.7 million and $6.8 million was recognized for the three months ended March 31, 2017 and 2016, respectively, as a result of the
foregoing.
Effect of Inflation
The rates of inflation experienced in recent years have had no material impact on our financial statements. We attempt to recover increased costs by
increasing prices for our services, to the extent permitted by contracts and competition.
Liquidity and Capital Resources
Cash flows provided by operating activities. For the three months ended March 31, 2017 and 2016, net cash provided by operating activities was $2.2
million and $0.5 million, respectively, which was mainly the result of the operating income of $2.3 million and $0.5 million, after the adjustments of noncash items of $15.1 million and $7.2 million, for the corresponding periods, respectively.
Cash flows used in investing activities. Net cash used in investing activities for the three months ended March 31, 2017 and 2016 was $2.3 million and $3.2
million, respectively, which was mainly due to capitalized costs included in intangible assets of $2.1 million and $3.0 million, for the corresponding periods,
respectively.
Cash flows provided by (used in) financing activities. Net cash provided by financing activities for the three months ended March 31, 2017 was $12.1
million, which was mainly the result of net proceeds from the Incremental Term Loan of $14.0 million in February 2017, partially offset by repayments of
long-term debt of $1.8 million. Net cash used in financing activities for the three months ended March 31, 2016 of $0.6 million was mainly due to
repayments of long-term debt.
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As of March 31, 2017, the Company had material commitments under non-cancellable data licensing agreements of $24.3 million. For the three months
ended March 31, 2017, the Company funded its operations using available cash and proceeds from the long-term debt.
The Company reported net loss of $12.7 million for the three months ended March 31, 2017, as compared to $6.8 million for the three months ended March
31, 2016. As of March 31, 2017, the Company had an accumulated deficit of $127.0 million.
As of March 31, 2017, the Company had cash and cash equivalents of approximately $22.0 million, of which, $9.4 million was held by Fluent, an increase of
$11.9 million from $10.1 million as of December 31, 2016. A portion of this cash held by Fluent may be used by Fluent only for general operating purposes.
Based on projections of growth in revenue and operating results in the coming year, and the $15.0 million Incremental Term Loan entered into in January
2017, the Company believes that it will have sufficient cash resources to finance its operations and expected capital expenditures for the next twelve months.
Subject to revenue growth, the Company may have to continue to raise capital through the issuance of additional equity and/or debt, which, if the Company
is able to obtain, could have the effect of diluting stockholders. Any equity or debt financings, if available at all, may be on terms which are not favorable to
the Company. If the Company’s operations do not generate positive cash flow in the upcoming year, or if it is not able to meet the debt covenants specified in
the Credit Agreement, as amended, or if it is not able to obtain additional equity or debt financing on terms and conditions acceptable to it, if at all, it may be
unable to implement its business plan, or even continue its operations.
The Company may explore the possible acquisition of businesses, products and/or technologies that are complementary to its existing business. The
Company is continuing to identify and prioritize additional technologies, which it may wish to develop internally or through licensing or acquisition from
third parties. While the Company may engage from time to time in discussions with respect to potential acquisitions, there can be no assurances that any such
acquisitions will be made or that the Company will be able to successfully integrate any acquired business. In order to finance such acquisitions and working
capital, it may be necessary for us to raise additional funds through public or private financings. Any equity or debt financings, if available at all, may be on
terms which are not favorable to us and, in the case of equity financings, may result in dilution to stockholders.
As of March 31, 2017, we had financed approximately $70.0 million, for the cash portion of the purchase price of the Fluent Acquisition and other general
operating purposes, with the proceeds from the Term Loans and Promissory Notes described herein. The Term Loans have an outstanding principal balance,
plus paid-in-kind (“PIK”) interest, of $57.6 million, and the Promissory Notes have an outstanding principal balance, plus PIK interest, of $10.3 million. All
obligations under the Term Loans mature on December 8, 2020 and our Promissory Notes are due six months after payment in full of our Term Loans. The
Credit Agreement governing the Term Loans contains restrictive covenants which impose limitations on the way we conduct our business, including
limitations on the amount of additional debt we are able to incur and restricts our ability to make certain investments and other restricted payments,
including certain intercompany payments of cash and other property. The restrictive covenants in the Credit Agreement, as amended, may limit our strategic
and financing options and our ability to return capital to our stockholders through dividends or stock buybacks. Furthermore, we still may need to incur
additional debt to meet future financing needs.
The Term Loans are guaranteed by the Company and the other direct and indirect subsidiaries of the Company, and are secured by substantially all of the
assets of the Company and its direct and indirect subsidiaries, including Fluent, in each case, on an equal and ratable basis. The Term Loans accrue interest at
the rate of: (a) either, at Fluent's option, LIBOR (subject to a floor of 0.50%) plus 10.5% per annum, or base rate plus 9.5% per annum, payable in cash, plus
(b) 1% per annum, payable, at Fluent's option, in either cash or in-kind. Principal amortization of the Term Loans will be $0.7 million per quarter, payable at
the end of each calendar quarter, commencing on March 31, 2017. The Term Loans mature on December 8, 2020.
The Credit Agreement, as amended, requires us to maintain and comply with certain financial and other covenants. We cannot assure you that we will be able
to maintain compliance with such financial or other covenants. Our failure to comply with these covenants could result in an event of default which, if not
cured or waived, could result in the acceleration of all of our indebtedness, which would materially adversely affect our financial health if we are unable to
access sufficient funds to repay all the outstanding amounts. Moreover, if we are unable to meet our debt obligations as they come due, we could be forced to
restructure or refinance such obligations, seek additional equity financing or sell assets, which we may not be able to do on satisfactory terms, or at all. In
addition, the Credit Agreement includes certain mandatory prepayment provisions, including annual prepayments of the Term Loans with a portion of our
excess cash flow. As long as the Term Loans remain outstanding, the restrictive covenants and mandatory prepayment provisions could impair our ability to
expand or pursue our business strategies or obtain additional funding. At March 31, 2017, the Company was in compliance with the covenants under the
Credit Agreement, as amended.
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Contractual Obligations
As of March 31, 2017, the Company has the following future contractual obligations:
(In thousands)

Lease agreements
Data license agreements
Debt
Contingent consideration payable in stock
Employment agreements
Total

Remainder
of 2017

$

$

657
3,188
7,657
10,225
2,050
23,777

2018

$

$

431
4,415
9,723
442
15,011

2019

$

$

415
5,210
9,262
137
15,024

2020

$

$

427
5,575
55,336
22
61,360

2021

$

$

440
4,655
15,882
20,977

2022 and
thereafter

$

$

1,163
1,302
2,465

Total

$

3,533
24,345
97,860
10,225
2,651
$ 138,614

The lease agreements represent future minimum rental payments under non-cancellable operating leases having initial or remaining lease terms of more than
one year. The data license agreements of $24.3 million represent material data purchase commitment under non-cancellable data licensing agreements. Debt
of $97.9 million represents the payment of principal and interest of the Term Loans and Promissory Notes. Contingent consideration payable in stock
represents the fair value of earn-out shares associated with the Q Interactive Acquisition, payable in 2017. Employment agreements represent related
agreements reached with certain executives, including our Executive Chairman, Chief Executive Officer and Chief Financial Officer, etc., which provide for
compensation and certain other benefits and for severance payments under certain circumstances. The total future contractual obligations as of March 31,
2017 increased by $25.1 million from December 31, 2016, which was primarily due to the increase in data license agreements of $7.6 million and debt of
$18.1 million.
Off-Balance Sheet Arrangements
As of March 31, 2017, we did not have any off-balance sheet arrangements, as defined in Item 303(a)(4)(ii) of Regulation S-K.
Item 3. Quantitative and Qualitative Disclosures About Market Risk.
We are exposed to market risk for the effect of interest rate changes. To date, we have not used derivative instruments to mitigate the impact of our market risk
exposures. We have also not used, nor do we intend to use, derivatives for trading or speculative purposes.
Interest Rate Risk
We are exposed to market risk related to changes in interest rates. Our investments are considered cash equivalents and primarily consist of money market
mutual funds. As of March 31, 2017, we had cash and cash equivalents of $22.0 million. The carrying amount of our cash and cash equivalents reasonably
approximates fair value, due to the fact that we can redeem such investment freely. The primary objectives of our investment activities are the preservation of
capital, the fulfillment of liquidity needs and the fiduciary control of cash and investments. We do not enter into investments for trading or speculative
purposes. Our investments are exposed to market risk due to a fluctuation in interest rates, which may affect our interest income and the fair market value of
our investments. Due to the short-term nature of our investment portfolio, we do not expect our operating results or cash flows to be materially affected by a
sudden change in market interest rates.
As of March 31, 2017, we have the principal amount of long-term debt, plus PIK interest, in aggregate of $68.0 million, including current portion of longterm debts. Our Term Loans accrues interest at LIBOR (with a floor of 0.5%) plus 10.5% per annum, payable in cash, plus an additional 1.0% per annum
payable, at Fluent’s election, in-kind or in cash. Interest under the Term Loans is payable monthly, including monthly compounding of PIK interest. Our
Promissory Notes have a rate of interest of 10% per annum, which interest is capitalized monthly by adding to the outstanding principal amount of such
Promissory Notes. The fair value of our debt will generally fluctuate with movements of interest rates, increasing in periods of declining rates of interest and
declining in periods of increasing rates of interest.
A hypothetical 10% increase in interest rates relative to our current interest rates would not have a material impact on the fair value of all of our outstanding
long-term debts, net. Changes in interest rates would, however, affect operating results and cash flows, because of the variable rate nature of the Term Loans.
A hypothetical 10% increase or decrease in overall interest rates as of March 31, 2017 would result in an impact to interest expense for the next twelve
months by $0.7 million.
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Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and
procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of March 31, 2017. We maintain disclosure controls and
procedures that are designed to provide reasonable assurance that information required to be disclosed in our reports filed or submitted under the Exchange
Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms and that such information is accumulated
and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow for timely decisions
regarding required disclosure. Our management recognizes that any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving their objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible
controls and procedures.
Based on the evaluation of disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934), the
Company’s Chief Executive Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures were effective as of March
31, 2017.
Changes in Internal Control Over Financial Reporting
There were no changes in the Company’s internal control over financial reporting during the quarter ended March 31, 2017 that have materially affected, or
are reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 1. Legal Proceedings.
Other than as described below, the Company is not currently a party to any legal proceeding, investigation or claim which, in the opinion of the management,
is likely to have a material adverse effect on the business, financial condition, results of operations or cash flows. Legal fees associated with such legal
proceedings, are expensed as incurred. We review legal proceedings and claims on an ongoing basis and follow appropriate accounting guidance, including
ASC 450, when making accrual and disclosure decisions. We establish accruals for those contingencies where the incurrence of a loss is probable and can be
reasonably estimated, and we disclose the amount accrued and the amount of a reasonably possible loss in excess of the amount accrued, if such disclosure is
necessary for our financial statements to not be misleading. To estimate whether a loss contingency should be accrued by a charge to income, we evaluate,
among other factors, the degree of probability of an unfavorable outcome and the ability to make a reasonable estimate of the amount of the loss. We do not
record liabilities when the likelihood that the liability has been incurred is probable, but the amount cannot be reasonably estimated. Based upon present
information, we determined that there were no matters that required an accrual as of the balance sheet date, March 31, 2017. The Company estimates that
adverse rulings in pending litigation matters could result in a possible loss of between $3.0 million and $6.0 million.
On October 27, 2014, TransUnion Risk and Alternative Data Solutions, Inc. (“TRADS”) filed a Complaint for Declaratory Judgment against Interactive Data,
LLC (“Interactive Data”), among other parties, in the U.S. Bankruptcy Court, Southern District of Florida (the “Bankruptcy Court”), regarding a dispute over
ownership of certain intellectual property to which both TRADS and Company subsidiary TBO have asserted competing ownership claims. TBO asserted that
it purchased this intellectual property from Ole Poulsen (“Poulsen”), the Company’s Chief Science Officer (“Purchased IP”). TRADS has since dropped
Interactive Data as a party, and added TBO and Ole Poulsen. On June 10, 2015, over TRADS’ objections, the Bankruptcy Court granted TBO’s motion to
expand the scope of discovery to include, among other things, whether TRADS is a good faith purchaser of any of the Purchased IP, free of any fraud or
misconduct by or on behalf of TRADS, and whether there was a fraud on the Bankruptcy Court by TRADS. On February 22, 2016, TBO and Mr. Poulsen filed
a motion for summary judgment seeking judgment in their favor on all claims based upon, among other things, TRADS having committed a fraud on the
Bankruptcy Court. On April 20, 2016, the Bankruptcy Court denied the motion for summary judgment. Trial took place on May 16 and 17, 2016 and June
15, 22-24 and 27, 2016. The parties submitted post-trial memoranda to the Bankruptcy Court on July 12, 2016.
On August 18, 2016, the Bankruptcy Court entered a trial order (“Trial Order”) and final judgment (the “Final Judgment”) in favor of TRADS finding the
Purchased IP is owned by TRADS, and ordering the Company, TBO and Poulsen to turn over all copies of the Purchased IP in their possession. The
Bankruptcy Court also ordered the Company and TBO to pay TRADS’ attorneys’ fees and costs, in an amount to be determined at a later time by the
Bankruptcy Court.
On October 7, 2016, TRADS filed a motion seeking its attorneys’ fees and costs. A preliminary hearing was initially set on this motion for October 18, 2016,
and then continued until November 15, 2016. On November 15, 2016, the Bankruptcy Court again continued the motion to December 20, 2016 and again
continued to February 15, 2017, and again continued to April 4, 2017. On April 4, 2017, the Bankruptcy Court held a pretrial hearing on TRADS’ motion for
attorneys’ fees and costs, and on April 11, 2017, entered a Pretrial Scheduling Order setting the trial on the attorneys’ fees and costs on August 14-16,
2017. On April 19, 2017, TBO filed a motion for partial summary judgment on various threshold legal issues relating to TRADS’ request for attorneys’ fees
and costs. On April 26, 2017, TRADS filed its response to the motion for partial summary judgment. TBO filed its reply on the motion on May 3, 2017.
The Company, TBO and Poulsen have appealed the Bankruptcy Court’s ruling to the United States District Court, Southern District of Florida (the “District
Court”), and on October 11, 2016, filed a motion for stay of the Final Judgment pending appeal in the District Court. By stipulation of the parties, TRADS
agreed not to enforce the turnover of the Purchased IP until at least October 27, 2016, while the stay motion was briefed. On October 25, 2016, the Company,
TBO and Poulsen filed an emergency motion for an interim stay of the Final Judgment until the stay motion filed October 11, 2016 could be resolved. The
District Court granted the interim stay and on November 8, 2016 held a hearing on whether to keep the stay in effect while the appeal is pending. On
December 14, 2016, the District Court denied TBO and Poulsen’s motion for stay of the Final Judgment pending appeal, however, the judge stayed the
effectiveness of that order for seven days to allow TBO to appeal the stay ruling to the Eleventh Circuit Court of Appeals. The order further provided that the
effectiveness of the order would be further delayed until the Eleventh Circuit Court of Appeals ruled on a request for stay. In December 2016, the Company,
TBO and Poulsen filed notices of appeal to the Eleventh Circuit Court of Appeals seeking review of the District Court’s orders denying their motions for stay
pending appeal. TRADS moved to dismiss the appeal of the stay ruling to the Eleventh Circuit Court of Appeals for lack of jurisdiction. On February 28,
2017, the Eleventh Circuit Court of Appeals ruled that while it did not have jurisdiction over the appeals, before the District Court finally adjudicated the
appeals, it had inherent power to consider the stay motions. The Eleventh Circuit Court of Appeals denied the stay motions but ruled that the
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Company “has established that it has strong likelihood of succeeding in its argument that the judgment incorrectly identifies it as The Best One, Inc.’s legal
successor entity…” TBO and Poulsen have complied with the orders, with Poulsen turning over the Purchased IP to TRADS. The Eleventh Circuit Court of
Appeals returned the case to the District Court until completion of the appeal before that court.
As a result of the Trial Order and Final Judgment during 2016, the Company wrote off $4.1 million of intangible assets for both the Purchased IP and
capitalized legal costs incurred and paid in defending the claims. An adverse ruling on the award of attorneys’ fees and costs could have an immediate nearterm impact on the Company’s financial position, results of operations, and liquidity. As of the date hereof, this case is ongoing.
On October 23, 2014, TRADS filed a Complaint and Motion for Temporary Injunction, in the Fifteenth Judicial Circuit Court in and for Palm Beach County,
Florida (the “Circuit Court”), against James Reilly, then President and Chief Operating Officer of the Company, seeking relief for alleged violation of a
noncompetition agreement. On February 5, 2015, after the presentation of TRADS’ case, the Circuit Court denied TRADS’ motion for a temporary injunction
to prohibit Mr. Reilly from continuing employment with TBO. TRADS appealed that order, and on December 2, 2015, the Fourth District Court of Appeal
reversed the order denying the temporary injunction and remanded for Mr. Reilly to present his case opposing the preliminary injunction. The evidentiary
hearing on TRADS’ motion took place on May 4 and 5, 2016. On July 1, 2016, a temporary injunction was entered against Mr. Reilly. On July 15, 2016, Mr.
Reilly filed a notice of appeal, appealing the trial court’s injunction order to the Fourth District Court of Appeal. On October 3, 2016, Mr. Reilly filed an
answer, affirmative defenses, and counterclaim asserting claims against TRADS for fraudulent and negligent misrepresentation. TRADS responded to the
counterclaim on November 16, 2016 by filing a motion to dismiss. On October 5, 2016, the Fourth District Court of Appeal affirmed the trial court’s
injunction order. On February 17, 2017, the Circuit Court heard TRADS’ motion to dismiss, granted the motion without prejudice, and gave leave to Mr.
Reilly to amend his answer, affirmative defenses, and counterclaim alleging TRADS’ fraudulent and negligent misrepresentation. On February 28, 2017, Mr.
Reilly filed a motion to amend the temporary injunction. That motion was heard by the Circuit Court on March 9, 2017. On March 23, 2017, the Circuit
Court entered an order granting the motion to modify, and reduced the duration of the temporary injunction from two years to one year. The temporary
injunction will now expire at midnight on June 30, 2017. Mr. Reilly filed his amended answer, affirmative defenses and counterclaim on March 6, 2017.
TRADS responded to the amended counterclaim by filing a motion to dismiss on March 21, 2017. That motion has not yet been set for hearing. An adverse
ruling could have an immediate near-term impact on the Company’s financial position, results of operations, and liquidity. As of the date of this report, this
case is ongoing.
On July 28, 2015, TRADS filed a Complaint and Motion for Preliminary Injunction in the District Court against Surya Challa, former Vice President of
Technology of TBO, seeking relief for an alleged violation of a noncompetition agreement. The hearing on TRADS’ Motion for Preliminary Injunction was
held on February 19, 2016. On March 23, 2016, the District Court denied TRADS’ motion for preliminary injunction. On April 22, 2016, TRADS filed a
notice of appeal seeking review of the trial court’s order denying the motion for preliminary injunction. On September 23, 2016, the District Court judge
entered an order staying the case pending appeal. On December 16, 2016, Mr. Challa filed a motion to dismiss the appeal as moot because he is no longer
employed by the Company. On January 12, 2017, the Eleventh Circuit Court of Appeals issued an opinion affirming the district court’s order denying
TRADS’ motion for preliminary injunction. The Eleventh Circuit Court of Appeals also denied Mr. Challa’s motion to dismiss the appeal as moot. On March
31, 2017, the parties attended a court-ordered settlement conference during which a settlement was reached between the parties. The case was dismissed with
prejudice on April 5, 2017.
On August 10, 2016, the Company filed a lawsuit against TransUnion and related parties, in the Eleventh Judicial Circuit Court in and for Miami-Dade
County, Florida, alleging tortious interference with its prospective business relationship with Datamyx, LLC (“Datamyx”). The complaint was amended on
October 18, 2016. The Company alleges that it was in negotiations to acquire Datamyx, and a definitive transaction was imminent, when TransUnion
interfered with the proposed Datamyx acquisition solely as an act of malice in order to damage the Company. As a result of the interference, Datamyx
abruptly terminated negotiations with the Company and was ultimately acquired by another suitor. The Company is seeking damages, including lost profits.
As of the date hereof, this case is ongoing.
On March 16, 2017, Cogint, Inc. (“Cogint”) was served with a complaint filed by TRADS in the District Court alleging trademark infringement and unfair
competition relating to reference to TRADS’ product in marketing materials. Cogint filed a motion to dismiss the complaint on April 6, 2017. On April 20,
2017, TRADS filed an amended complaint adding Interactive Data as a party. The amended complaint alleges trademark infringement and unfair competition
against both Cogint and Interactive Data, and also alleges claims of vicarious liability for trademark infringement and unfair competition against Cogint. On
May 4, 2017, Cogint and Interactive Data responded to the amended complaint by filing an answer and affirmative defenses. We believe that this case is
meritless and will defend it vigorously. An adverse ruling could have an immediate near-term impact on the Company’s financial position, results of
operations, and liquidity. As of the date hereof, this case is ongoing.
On March 16, 2017, Cogint, Cogint’s subsidiary IDI Holdings, LLC (“IDI Holdings”), Michael Brauser, and Derek Dubner were served with a complaint filed
by TRADS in the Eleventh Judicial Circuit Court in and for Miami-Dade County, Florida. The
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complaint alleges a claim for tortious interference against Cogint and IDI Holdings, a claim for civil conspiracy against Mr. Brauser and Mr. Dubner, and a
claim for breach of fiduciary duty against Mr. Dubner, relating to, among other things, the hiring of Messrs. Reilly and Challa, and the Company’s Chief
Financial Officer, Mr. MacLachlan. The defendants responded to the complaint on April 27, 2017 by filing a motion to dismiss. We believe that this case is
meritless and will defend it vigorously. An adverse ruling could have an immediate near-term impact on the Company’s financial position, results of
operations, and liquidity. As of the date hereof, this case is ongoing.
In addition to the foregoing, we may be involved in litigation from time to time in the ordinary course of business. We do not believe that the ultimate
resolution of any such matters will have a material adverse effect on our business, financial condition, results of operations or cash flows. However, the results
of such matters cannot be predicted with certainty and we cannot assure you that the ultimate resolution of any legal or administrative proceeding or dispute
will not have a material adverse effect on our business, financial condition, results of operations and cash flows.
Item 1A. Risk Factors.
Our business, financial condition, operating results, and cash flows may be impacted by a number of factors, many of which are beyond our control, including
those set forth in our Annual Report on 10-K for the year ended December 31, 2016 (“2016 Form 10-K”), filed on March 14, 2017, the occurrence of any one
of which could have a material adverse effect on our actual results.
There have been no material changes to the Risk Factors previously disclosed in our 2016 Form 10-K.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
None.
Item 3. Defaults Upon Senior Securities.
None.
Item 4. Mine Safety Disclosures.
Not Applicable.
Item 5. Other Information.
None.
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Item 6. Exhibits.
The following exhibits are filed as part of, or incorporated by reference into, this Quarterly Report on Form 10-Q.
Exhibit No.

Description

10.01

Amendment No. 3 to Credit Agreement, dated as of January 19, 2017, by and among Cogint, Inc., Fluent, LLC, the other borrowers party
thereto, Whitehorse Finance, Inc., as administrative agent, and the other lenders party thereto (incorporated by reference to Exhibit 10.39 to
the Company's Annual Report on Form 10-K filed March 14, 2017).

31.1

Certification of Executive Chairman filed pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a) of the Securities and Exchange Act of
1934 as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.*

31.2

Certification of Chief Financial Officer filed pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a) of the Securities and Exchange Act of
1934 as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.*

32.1

Certification by Executive Chairman pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.**

32.2

Certification by Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.**

101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

XBRL Instance Document*
XBRL Taxonomy Extension Schema Document*
XBRL Taxonomy Extension Calculation Linkbase Document*
XBRL Taxonomy Extension Definition Linkbase Document*
XBRL Taxonomy Extension Label Linkbase Document*
XBRL Taxonomy Extension Presentation Linkbase Document*

*
**

Filed herewith
Furnished herewith
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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
thereunto duly authorized.
Cogint, Inc.
May 9, 2017
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By:

/s/ Daniel MacLachlan
Daniel MacLachlan
Chief Financial Officer
(Principal Financial Officer)

By:

/s/ Jacky Wang
Jacky Wang
Chief Accounting Officer
(Principal Accounting Officer)

Exhibit 31.1
CERTIFICATIONS
I, Michael Brauser, certify that:
(1)

I have reviewed this Quarterly Report on Form 10-Q of Cogint, Inc.;

(2)

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

(3)

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

(4)

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(5)

May 9, 2017

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.
By: /s/ Michael Brauser
Michael Brauser
Executive Chairman
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATIONS
I, Daniel MacLachlan, certify that:
(1)

I have reviewed this Quarterly Report on Form 10-Q of Cogint, Inc.;

(2)

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

(3)

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

(4)

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(5)

May 9, 2017

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.
By: /s/ Daniel MacLachlan
Daniel MacLachlan
Chief Financial Officer
(Principal Financial Officer)

Exhibit 32.1
CERTIFICATION PURSUANT
TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the accompanying Quarterly Report on Form 10-Q of Cogint, Inc. for the quarter ended March 31, 2017 (the “Report”), the
undersigned hereby certifies pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to my knowledge
and belief, that:
(1)

the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Cogint, Inc.

May 9, 2017

By: /s/ Michael Brauser
Michael Brauser
Executive Chairman
(Principal Executive Officer)

The certification set forth above is being furnished as an Exhibit solely pursuant to Section 906 of the Sarbanes—Oxley Act of 2002 and is not being
filed as part of the Report or as a separate disclosure document of Cogint, Inc. or the certifying officers.

Exhibit 32.2
CERTIFICATION PURSUANT
TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the accompanying Quarterly Report on Form 10-Q of Cogint, Inc. for the quarter ended March 31, 2017 (the “Report”), the
undersigned hereby certifies pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to my knowledge
and belief, that:
(1)

the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Cogint, Inc.

May 9, 2017

By: /s/ Daniel MacLachlan
Daniel MacLachlan
Chief Financial Officer
(Principal Financial Officer)

The certification set forth above is being furnished as an Exhibit solely pursuant to Section 906 of the Sarbanes—Oxley Act of 2002 and is not being
filed as part of the Report or as a separate disclosure document of Cogint, Inc. or the certifying officers.

