
JM Investment Advisors SA,   Office    +41.22.593.6700 
Avenue Reverdil 8-10, Nyon 1260,   Fax       +41.22.365.4779 
Switzerland     Email  info@jm-investmentadvisors.com
  

   ePlay Digital Inc.                                                 Author: David Mapley, Senior Analyst                                                      13.12.2016 22  

 
 

13.12.2016 

 
 
 
 

 
 

INVESTMENT HIGHLIGHTS 
 

 

 All-star Management Team: successful entrepreneurial approach 
combined with “gray-hair” corporate level background in the media 

sector. 

 

 Exponential market growth: although it has been existing for only 
half a decade, eSports and online gaming communities have been 
generating substantial revenue growth (half a billion USD in 2015) and 
are on track to reach $1.2 billion by 2019 (Newzoo, 2015). 

 

 Traditional TV media switching to second-screen content: More 
and more people are using mobile phones and tablets while watching TV 
programs. For many of us, browsing on the internet or social media, 
texting or talking on the phone while in front of the TV, has become 
regular occurrence. Therefore, focus and willingness to purchase is 
being driven by second-screen content. 

 

 Synergies & value creation from the merger: By vertically 
integrating its traditional media & broadcasting activities (PokerVision 
Network) with its digital advertisement eSports platform (Mobovivo), 
the company is set for strategic efficiencies in cost optimization, 

marketing and IT spending and larger customer reach. 

 

 
 
 

 
 

 
 
The Investment Opportunity: 
Considering all factors and arguments analyzed in this report, we believe ePlay truly 
represents a highly profitable investment opportunity at a very attractive current 
valuation. Research, analysis and valuation of all possible factors influencing ePlay’s 
future performance represent a solid framework for a potential super-success. 
Nevertheless, we would like to attract investors’ attention to the potential risks 
affecting this investment opportunity: notably ePlay’s ability to retain and grow a solid 
customer base, to generate scalable revenues and control costs, technology and 
product risks, market and sector risks and the ability to obtain required financing. 
Investors are invited to conduct their own analysis of the factors presented in this 
report in order to estimate the profitability of this opportunity. 

SECTOR: Digital Media 
 

                          Equity Research Report 

ePlay Digital Inc. 
 

Bloomberg: EPY:CN           Exchange: CANADA          Ticker: EPY 
FRANKFURT                    2NY2                                

 Initiating Coverage 

 

Strong Buy  

Price at (08.12.2016) (CAD)     0.50 

Price Target year 2017 (CAD) 1.81 

52-week range (CAD) 0.01-0.94 

 
 
 
Stock Data (m)  

 
Market cap (CAD)                          22.1    

Shares outstanding                       44.2     
 

Enterprise value (CAD)                  21.3             

Cash (CAD)                      $800,000.00                       

 
 
 

Company description: 
 
ePlay Digital is an innovative digital 
media company operating in the next-
generation TV and video networks. ePlay 
is the result of the merger of two 
companies: Mobovivo and Poker Vision 
Network. 
 
Mobovivo has integrated TV, Video on 
Demand, sports, content marketing, 
interactivity, and social media to create a 
powerful interactive platform for the end-
user. 
 
Poker Vision is in the television, poker 
and sports entertainment sector.  They 
are the owners and operators of the 
Canadian Poker Tour, Canadian Poker 
Player Magazine and producer of over 30 
hours of televised poker content. 

 
EPY: CN – 1 Year Price Chart  
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 

 

 
 

 
 

 

Source: Investing.com 
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GLOBAL INDUSTRY ANALYSIS 
 

Digital Marketing: People 
are spending more time on 
their tablets and phones 
than desktop computers. 
Despite this colossal 
change, companies have 
only recently started to 
take notice. In the last 
year, desktop 
advertisement revenue has 
plunged 8%, while mobile 
revenue has sky-rocketed 
to an increase of 40% 
since 2015. In the first half 
of 2016, mobile accounted 
for half of the combined 
revenue from display ads 
in the United States. 
According to two of the largest multi-media advertising companies, GroupM and Magna 
Global, they expect to double their spending on mobile in the next three years. The 
recipe for success has drastically changed in the last two years. Attracting vast 
audiences through flashy base sharing mutual interests, ideas and experiences united 
by a single platform. Fan loyalty is key: active users returning every day delivers a 
strategic advantage over competition by ensuring continual consumption of a product. 
Consumers are seeking community, interactivity, and control to help shape a product. 
Ad-supported media companies build relationships with their consumers directly and on 
behalf of marketers. This relationship can then be used to push clients to stores, 
theaters, and other screens. The collection of Big Data by media companies is a crucial 
key performance indicator. It allows a company to follow trends based on the 
engagement rate, user activity, response rate and the demographics of fans. This data 
can provide marketing solutions for advertisers, therefore enhancing their cost-
effectiveness. 

 
Augmented Reality: This has revolutionized the 

way media content is being diffused. Sport 
examples such as virtual lane markers for speed-
skating and skiing offers the audience an enhanced 
experience and understanding of the sport. 
American football, soccer, tennis and golf are 
pioneers in the augmented reality space, and have 
set a global standard of how audiences expect to 
view sports. 

 
eSports: eSports is short for electronic sports. This refers to competition facilitated 
through electronic systems, primarily video games.  
 
Three reasons why brands and sports are starting to take notice. 
 
 Reaching the next generation: 

The audience aged between 21 
and 35 consume media differently 
to past generations. Esports 
communities are driven by the 
consumers desire to actively 
engage in the viewing and 
gameplay of the sport from the 
comfort of their own homes. 

 Online gaming has become a 
spectator sport: Similar to 
sports, eSports contains leagues, 
teams, and events for global competitions with prize pools in the millions. 
According to Newzoo, an eSport research company, there are currently 147 
million active viewers of esports content. 40% of this mass do not play the sport 
themselves, but they are engaged by the interactive gaming dynamics.   

 Promising growth: Global revenues generated through merchandise, ticketing, 
media rights, advertising, and sponsorships already amounts to approximately 
$0.5 billion this year. Considering the market has been established only in the 
past couple of years, this reflects tremendous revenue growth. Global revenues in 
the sector are expected to grow, as brands such as Nvidia, Intel, Samsung and 
Coca-Cola scramble to tap into the growing trend.  Global leader in E-sports 
research, SuperData, projects global revenue to reach $1.2 billion by the year 
2019. 
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Poker – The sport: The “sportifying” of poker through platforms such as the Global 
Poker League and Match Poker, online team-based poker competitions, has helped the 
poker industry as a whole by detaching itself from the restrictive ‘gaming and gambling’ 
association it has formed over time. By altering the perception of poker from a game of 
luck with stats to a mind-sport and game of skill, will create greater competition and 
therefore greater participation. The success of the Facebook application, Zynga Poker 
Texas Holdem, is another key indicator of poker growing as competitive sport. The 
application boasts more than 50 million active users and is purely virtual: no money is 
involved. Users worldwide compete for rankings.  
 
Second-Screen: TV’s 
popularity as the number one 
source of entertainment is 
dropping. As audiences switch 
to mobile devices and tablets, 
the multi-media industry has 
begun to take notice of a 
growing second screen 
market.  Multi-tasking while 
watching TV isn’t anything 
new. For many of us, talking 
on the phone, texting, and or 
browsing social networks 
while watching TV has become 
a regular occurrence.  

 
According to a report by the 
Pew Research center: 

 
 22% of cell owners 

used their phone 

to check whether 

something they heard 

on television was true 

or not. 

 35% of cell owners 

who use the internet, 

email or apps on their 

phone used their 

phone to visit a 

website that was 

mentioned on 

television (that works 

out to 20% of all cell 

owners).1 

 20% of cell owners 

who use the internet, 

email or apps on their 

phone used their phone to see what other people were saying online about a 

program they were watching (that works out to 11% of all cell owners). 

 19% of cell owners who use the internet, email or apps on their phone used their 

phone to post their own comments online about a program they were 

watching (that works out to 11% of all cell owners). 

 

COMPANY ANALYSIS 
 
Business Model: Mobovivo, the digital advertisement arm of ePlay Digital is already 
generating revenues. Relying on its prestigious client base (ESPN, Ford, Fiat, Time 
Warner Cable, etc.), Mobovivo has positioned itself as one of the references for big 
brand’s creative advertisement campaigns. Its first commercial project was FIFA World 
Cup 2014 in Brazil, in collaboration with ESPN Brazil. This is how Mobovivo works. It 
has developed a second-screen technology (marketing platform) where highly 
interactive and engaging content on sports is published. Throughout its channels, 
Mobovivo will drive content to the end-user. Brands will enter in the process and 
advertise their products, while the end-user is engaging on the platform. From an end-
user perspective, it is very interactive and engaging.  
The media arm of ePlay Digital, Poker Vision Network, will focus on the poker 
environment. It will capitalize on its valuable assets and media infrastructure to further 
enhance the customer reach and the range of services offered. The company will focus 
on distributing poker related content throughout its media channels. We will be 

http://www.pewinternet.org/2012/07/17/the-rise-of-the-connected-viewer/#footnote1
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typically seeing live poker games, casinos’ games, poker documentaries, reality shows, 
interviews, trainings, etc. Poker Vision has all the media infrastructure in place and set 
up.  
 
The merger: Combining the two entities 
assets, know-how, technology and 
customer base, ePlay has achieved 
Throughout the multiple synergies, ePlay 
can expect to see its market reach), its cost 
structure optimized (marketing and IT 
expenditures minimized) and a unique 
Media, Entertainment and Digital 
Advertisement product offering. Mobovivo 
brings its technology expertise and its state 
of the art second-screen platform. Whereas 
Poker Vision Network will provide its TV 
broadcasting, Event organizing and 
distribution license, and Magazine 
publishing. The combined offering will result 
in the following range of products: Second 
Screen Content, Advertisement Platform, 
Broadcasting TV Network, Poker Events and 
Distribution License, Magazine Publishing 
and an interactive new set of data.  
 
Commercial and development stage: The current development stage of the 
company represents the right timing for potential investors. Its digital advertisement 
business is already developed, with revenues and blue chip clients. Its media assets 
and infrastructure are in place and ready to produce. The integration process between 
the two entities is near its end and new exciting commercial deals are being negotiated 
and closed. We believe we are at the inflection point, where revenues will scale up 
dramatically.  
 
Competitive advantage: The way we see ePlay differentiate itself is within two crucial 
characteristics: Vertical Integration and Number of Platforms. Going through the entire 
value chain, ePlay Digital operates as the traditional TV media broadcaster and the 
digital/internet advertiser in the same time. As of today, no other current company 
operates actively in both sectors. In the same time, ePlay offers a greater number of 
platforms for content distribution, compared to its competitors. Indeed, the digital 
second-screen platform, the TV infrastructure, the events distribution, the magazine 
publishing, the casino venues, etc. constitute a profitable base of solutions for 
advertisers to push through their promotional content.  

 
Operational performance: ePlay will 
generate revenues mainly from 
advertising and subscriptions to its 
platforms. Other revenue streams come 
from Live Events, Poker Tours and 
Infomercials. We estimate COGS to 
average 30% when ePlay hits a certain 
maturity level. Operating Expenses 
consist mainly of R&D, Marketing & 
Sales, SG&A and Overhead. We believe 
the operational requirements will remain 
at a considerable low level and here is 
why. One of the major synergies the 
merger will create is the marketing & 
sales reach and effectiveness. Promoting, marketing and selling the company’s 
products will achieve important efficiency levels, since the target clientele is bigger 
now. Creating a complete Media & Entertainment network, with engaging and creative 
sports content, interactive platforms, and full TV & Online presence, will create a 
marketing multiplier effect. For instance, we estimate 1$ spent on marketing now will 
generate sales volume corresponding to $2-$3 spending. Therefore, we assume an 
Operating Margin of 25% average once the maturity is achieved. ePlay has a clean 
Balance Sheet and current Management’s plans project a debt-free business. We 
believe ePlay’s business model can generate important cash-flows and grow 
substantially.  
 
Financings: The company recently closed a Private Placement at CAD $0.20/share for 
total proceeds of CAD $889,814. The two entities, Mobovivo and Poker Vision, were 
acquired by a Canadian Pool Corporation (CPC) listed on the CSE, Frankfurt and Xetra. 
The transaction was all in shares. Currently, at the date of this report, only Poker Vision 
Network’s acquisition has been completed. We are expecting Mobovivo’s acquisition to 
be completed before the end of 2016. There are currently 44,154,244 shares 
outstanding. The previous Private Placements warrants amount to 13,350,000, with an 
average exercise price of CAD $0.29. Current options amount to 989,160. The existing 
CPC had acquisitions were valued at a total of 20,000,000 shares. 
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VALUATION 

Discounted Cash-Flow Model (DCF): Our DCF 
model attributed  ePlay Digital a value of CAD 
$2.86 per share today. Mobovivo has been 
generating revenues since 2014. Based on our 
assumptions, ePlay’s Management team with its 
expertize, track-record and the right Marketing & 
Sales campaign, will be able to generate CAD $3 
million in revenues in 2017. We estimate the 
company will be able to generate CAD $4.5 million 
in 2018, CAD $6.75 million in 2019 and CAD 
$10.13 million in 2020. We assumed a year-on-year revenue growth for years 2017-
2021 of 50% in average, 30% for years 2021-2026 (industry standards plus a premium 
for ePlay’s Management), then we attributed a perpetual revenue growth of 7%. We 
assumed a COGS level at 40% of revenues in the first years then averaging at 30%, as 
general industry standards are between 35%-50%. R&D (software development & 
enhancement) is estimated to stay steady at an average of CAD $1.5 million per year, 
as ePlay’s software has low ongoing work requirements compared to other complex 
architectures. To achieve the optimistic revenue targets, ePlay will need to spend 35% 
of Revenues in Sales & Marketing in average for the next 10 years. Then we estimated 
the appropriate risk discount factor for ePlay at 10% (with a beta of 1.5). ePlay has 
currently CAD $800,000 in cash. Hardware depreciation is assumed at CAD $100,000 
per year. Sector-standard Net Working Capital requirements are: Accounts Receivable 
20% of Sales, Accounts Payable at 19.81%, Inventory at 3.55%. We estimated CAPEX 
to be somewhere around CAD $7 million, $2 million in 2018 and $5 million in 2021, 5 
years from now. We assumed the company will need another financing of CAD 
$10,000,000 (assumed at CAD $1/share) in order to sustain its growth plans. This will 
result in total shares outstanding of 54,154,244.  

 
Comparables - Market Pricing: 
Our peers’ universe selection criterion 
was primarily the product/service 
offered (eSports, online gaming, 
digital media) and target customers 
(retail public from 21 to 40 years 
old). Companies satisfying these 
criteria are believed to be influenced 
by the same forces and market 
trends that ePlay will be, in our 
scenario. Revenue based multiples 
(EV/Sales and P/Sales) were used for 
our Comparables model, as an important portion of companies in this sector have 
negative or insignificant EBITDA. We averaged (equally weighted) the average EV/Sales 
and P/Sales multiples and multiplied the outcome with the projected revenues for ePlay 
in 2021. We divided that result with the number of shares outstanding (54,154,244). 
That gave us a future projected share price of CAD $1.21. We used the same risk factor 
as in our DCF model (10%) to discount back to end of 2016. The target stock price, 
based on our model, is CAD$ 0.76.  

 
Sensitivity Analysis: In order to see the impact of the variation of key elements to 
ePlay’s future share price, we 
decided to perform a 
Sensitivity Analysis for both 
our valuation models.  
The main factors that we 
decided to vary are the 
projected Revenues and the 
discount Risk factor. We 
believe these are the most 
sensitive variables. All factors 
were varied on the range -
40%, -20%, +20%, +40%. 
 
We have averaged both 
valuation models (equally 
weighted) to compute our 
final valuation for ePlay. The 
outcome is CAD $1.81 per 
share. Our price target reflects the successful breakthrough of ePlay’s solution in the 
most innovative and growing space of the total digital media market.  

 

 

 
 

Peers' Universe Enterprise Price

Company Name EV/Sales P/Sales

1. Viacom 3.2 3.03

2. WWE 3.6 3.54

3. Discovery Comm 3.11 3.8

4. Activision Blizzard 4.95 4.68

5. Zynga 3.39 3.55

6. Atari 3.55 2.9

7. Nintendo 5.39 7.71

8. Daily Journal 5.14 8.44

Average 4.04 4.71

DCF Fair Value:  

CAD $2.86/ share 

 

Comps Fair Value:  

 CAD $0.76/ share  

2017 CAD 3'000'000

2018 CAD 4'500'000

2019 CAD 6'750'000

2020 CAD 10'125'000

2017 - 2021 50% YoY

2021 - 2026 30% YoY

Perpetual 7% YoY

COGS 30% Sales

R&D $1,500,000/year

Sales&Market. 35% Sales

DCF Horizon 20 Years

Beta 1.5

Acc. Rec 20% of Sales

Acc. Payable 19.81% of Sales

Inventory 3.55% of Sales

Non Cash WC 23.41% of Sales

NWC

Assumptions & Rationale

Operational 

Expenses

Revenue 

Projection

Growth

Variation -40% -20% 20% 40%

Target Stock Price 1.29 1.99 3.92 5.20

Target Stock Price 1.59 2.02 5.17 39.28

Target Stock Price N/A 9.78 1.51 0.94

Target Stock Price 0.46 0.61 0.91 1.07

Target Stock Price 0.92 0.83 0.70 0.64

Discount Factor

Revenues 2021

DCF Sensitivity

Comps Sensitivity

First 5 Years Revenue Projection

Discount Factor

Perpetual Revenue Growth (2036+)

Sales 2021

Median Multiples

Valuation Model

Valuation 

Shares Outstanding

Future Stock Price

Risk Factor

Price per share

ePlay Comparables Valuation

CAD 15'187'500

EV/Sales= 4.04; P/Sales= 4.71

Sales*(Sum of Average Multiples/2)

66'426'328

54'154'244

0.76

10%

1.23

EV (Present Value FCF) CAD 154'067'608

Cash CAD 800'000

Debt CAD 0

Total EV Value CAD 154'867'608

Shares Outstanding 54'154'244

Value per Share CAD 2.86

ePlay DCF Valuation
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Management Overview 
 
Our Management analysis framework is based on Management’s “skin in the game”, 
incentives, track-record, reaction to turbulence and business priorities within the 
company.  
 
Skin in the game: ePlay’s management team represents the third largest shareholder 
in the company (15%). They have participated in the recent financings of their 
respective companies. Their personal financial involvement in the company’s equity 
reflects what every investor is looking for in a management team: belief and conviction 
in the company’s potential and future success.  

 
Incentives: Since the merger was closed very recently, there are no publicly available 
consolidated financials up to date yet. However, during our discussions with the 
Management team, they have expressed that part of the strategy going forward will be 
minimizing executives’ salaries and maximize equity incentive plans.  
 
Track Record: ePlay is led by an “all-star” management team. The team brings a 
combination of successful entrepreneurial experience with high-level corporate 
background (Canadian Broadcasting Corporation, Rogers, The Sports Network, etc.). 
Highlights include, but not limited to: 

 Trevor Doerksen, CEO: produced one of the first snowboarding films in 1989 
and was the executive producer of the science television series, SciQ. His 
graduate research into flexible e-content has led to a multi-million-dollar 
research project and the founding of Mobovivo. He was named Alberta’s 
Entrepreneur of the year and one of Alberta’s Most Influential People.  

 Lynne Kellner, VP Finance & Administration: Canada’s first female TV 
sports producer, held positions of Producer, Director, Executive Producer and 
Production Manager in her 31 year career with CBC. Some of her main 

projects are Hockey Night in Canada, Producer for CBC’s National Curling 
coverage, 1976, 1984 and 1996 Olympics, etc. 

 Jim Nelles, VP Broadcasting: 35 years of broadcasting experience with 
focus on brings strong relationships with key Canadian program suppliers, US 
distributors as well as global producers.  

 
Reaction to turbulence: We believe that going through the entire process of building 
a successful business provides everyone involved with the necessary knowledge, 
experience and “intelligence” that is required to withstand outside pressures, whether it 
comes from external market factors, technical challenges, managed to develop an 
entire new concept at a time where the market didn’t exist. His intuition, vision and 
maturity has taken Mobovivo from an idea to closing a client like ESPN. Moreover, ePlay 
was joined by Lynne Kellner and Jim Nelles, two highly experienced successful media 
professionals. This combination of entrepreneurship with corporate background gives a 
management team the necessary creativity and discipline it needs to react to external 
and internal pressures. We believe that the management team has the ability to react 
positively to what might threat ePlay Digital’s performance.  
 
Business Priorities: Our research indicates that ePlay’s executives do not currently 
hold any executive positions in any other project or company. Therefore, their time, 
energy and focus are fully dedicated in providing revenue growth, profitability and 
shareholder value.  
 

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