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Kidoz Inc. (TSXV: KIDZ) — Well Positioned to Capture a Piece of the Growing Kids’ Digital Ad Market
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Market Data (as of August 21, 2019)

Current Price
Fair Value
Rating*
Risk*

52 Week Range
Shares O/S
Market Cap
Current Yield
P/E (forward)
P/B

YoY Return
YoY TSXV

C$0.30 — C$0.61

131,124,989

C$65.56 mm

N/A

N/A

N/A

-5.7%

-17.5%

*see back of report for rating and risk definitions
*All the figures are in US$ unless otherwise specified.

Key Financial Data (FYE - Dec 31)

Highlights

>

As a result of the acquisition completed in Q1-2019, Kidoz
generated revenues of $0.82 million in Q2-2019, up from just
$24k in Q2-2018. Approximately 71% of revenues in Q2-
2019 came from ads.

We believe the company has a significant early mover
advantage in the kids’ digital ad market, considering that it
has over 1,500 kids’ gaming / learning apps, and videos on
its network, that are also compliant with U.S. and European
digital privacy laws for kids. Its network has 50 million
monthly users, and hundreds of brands advertise on the
network.

PwC estimates that the global kids’ (under 13 years) digital
ad market will grow by approximately 22% p.a. from 2018
($0.9 billion) to 2021 ($1.7 billion).

Kidoz’ EBITDA in Q2-2019 was -$0.46 million versus -
$1.18 million in Q2-2018, and -$0.61 million in Q1-2019. Its
net loss in Q2-2019 was $0.40 million (EPS: -$0.00) versus
$0.99 million (EPS: -$0.02) in Q2-2018, and $0.83 million
(EPS: -$0.01) in Q1-2019.

The company has a sound balance sheet with $1.05 million
in cash, $2.05 million in working capital, and no debt at the
end of Q2-2019.

As Q2 revenues were lower than expectations, we have
lowered our near-term revenue and EPS forecasts.

370,086 60,190 478,397 641,336 1,002 863 112,059
Working Capital 454 447 13,396 345184 662,373 835,386 02 083
Total Assets 1,129 526 120093 337853 769633 20911440 20215012
LT Debt to Capital 0.0% 028.0% 123.9% 0.0% 0.0% 0.0%
Eevenues 111,610 273921 93475 106,978 2960514 5,372.072
MNet Income (2.965.682)  (3.136.302)  (L.741.931) (2.392.831) (1.712,148) (743,345)
EPS 003 003 2003 004 001 001
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Rapidly With rising consumption of content on mobile phones, laptops and tablets, companies / brands
Growing are rapidly increasing ad spending on digital platforms as opposed to traditional platforms.
Digital Ad According to eMarketer, total digital ad spending in the U.S. alone is expected to grow
Spending 19% to $129 billion in 2019. Digital spending, which is expected to account for 54% of total
ad spending in 2019, is expected to grow 17% in 2020, and 14% in 2021 to $172 billion.

Digital vs. Traditional Ad Spending
United States, 2018-2021

media ad di
. Dlgltal ad spending (blllions)

Source: eMarketer, Feb 2019
www.eMarketer.com

US Traditional Media Ad Spending Growth, 2019
% change

Out-of-home

Radio*

o
2

Print+**

7.5

Directories***
-19.0%

Note: *excludes off-air radio and digital; **excludes digital; ***print only,
excludes digital
Source. eMarketer, Feb 2019

245295 www.eMarketer.com

Kids — One of One of the fas‘Fest- growing online audience are kids. Approximately one-third of i.nternet users
the Fastest globally are kids. According to PwC, approximately 40% of new internet users in 2018 were
kids, or 62 million kids globally. Every second, two Kids go online for the first time, or
170,000 new Kkid users per day. Also, the time spent on the internet by kids has increased
significantly from 2014 to 2018.

Growing
Online
Audience
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Hours spent weekly consuming internet by age group
(UK), 2014-18

hours I 2014 1 2018 GF19%)
Comparatively for the adult population, weekly
internet consumption has increased 18% 2014-171 20.5

+22%

Age 5-15 Age 3-4 Age 5-7 Age 8-11 Age 12-15

Source: PwC

PwC estimates that the global kids (under 13 years) digital ad market will grow by
approximately 22% p.a. from 2018 ($0.9 billion) to 2021 ($1.7 billion).

Estimated global kids adwertising spand, 2016-21F mm
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Total 8% 8%
B Noceagal  (16%) (3%

W Dl 9% 6%

Increasing Ads

The following chart shows the estimated ad spend by platform. As shown, kid tech-enabled
N6 Al digital content compliant with the U.S. Child Online Privacy Protection Act (“COPPA”),

Platforms GDPR compliant (European equivalent), and other kids digital privacy laws are expected to
capture the largest share (30% by 2021).
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Estimated global kids digital advertising

spend, 2016-21F 1,685 CAGR |CAGR
$m 44 16-18 | 18-21

Total 25% 22%
Social 25% 16%
[ search 23% 9%

Kids broadcasters -
TVand digital bundles  *°  5%

I Non-compliant digital'  10% 9%

I Kids broadcasters - 28%  21%
digital only

I voD 32% 25%

I YouTube 31% 26%

Il Compliant digital® 45%  38%

2016 2017 2018 2019F  2020F  2021F

Note: 1) Kid's or family content publishers using delivery technology which is not compliant with COPPA! GDPR-KJ other kids digilal privacy laws;

2) Kidtech-enabled digital content compliant with COPPA! GDPR-K! olher kids digital privacy laws

Source: PWC Analysis

Source: PwC

The rapid growth in online adoption by kids has also resulted in increased M&A activities in
the space, as shown below. Interestingly, the chart, prepared by PwC, also shows Shoal’s
acquisition of Kidoz earlier this year.

Kidtech and digital kids investment timeline, Q4 2017 — Q2 2019 Not exhaustive

Moonbug - $145m

SuperAwesome
- $13m
A LA

Penguin Fairytale -,

o
=
2
S
S
=
S
[

Shirsa Labs Technology - $6.3m
- $500k
Kinsane - $2.5m _¢ 0 i
Y Y acquires Storybots |
Q4 2017 Q3 2018 Q4 2018 :
é Byju's acquires é
— Osmo - §120m —
PullString acquired inahi I .
Historically, the kids digital by Appleg q Rainshine takes significant stake in &
sector has had a notable lack Kinsane
of investment, with no M&A or Shoal Games acquires Kidoz - $21m
(public) investment from the Softbank and Kaga
major technology companies Electronics invest in Hugmo

(or their investment arms)

Source: PwC

Overall, we believe that the Kidoz content discovery network has a significant early mover
advantage considering that it has over 1,500 kids’ gaming / learning apps and videos that are
COPPA & GDPR compliant. In June 2019, Google (Nasdaq: GOOG) certified the Kidoz
network as an approved advertising network for apps targeting kids. The Kidoz network not
only offers distribution, but also monetization opportunities to developers of kids’ apps. The
network currently has 50 million monthly users, and hundreds of brands (a few listed
below) advertise on the network.

A Few Brands That Advertising on the Kidoz Network

Wpsly:  Splouf  StORYa Hotlogg's

Source: Kidoz
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Reports
$0.82M in
Revenues in

02
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As a result of the Kidoz acquisition, the company’s revenues increased to $0.82 million in Q2-
2019, up from $0.31 million in Q1-2019, and from $24k in Q2-2018. H1-2019 revenues were
$1.12 million, up from just $49k in H1-2018. Approximately 71% of the revenues in Q2-
2019 came from ad revenues. The remaining 29% came from content revenues, primarily
subscriptions on Rooplay, in-app purchases on social bingo sites, and Rooplay Originals.
Surprisingly, content revenues were up from $24k in Q2-2018 to $0.24 million in Q2-2019.
We believe this likely indicates a significant increase in traffic to Rooplay and social bingo
sites from the Kidoz network.

Revenues

$300,000
$818,286
$800,000

%700,000

5600,000

$500,000

5400,000

. $305,956
300,000

5200,000

$100,000 $40.942

Q3-2018

§24,351
5 —
Q1-2018

$24,345
—

Q2-2018

517,342
—

04-2018 Ql-201%

Q2019

Q1-2018 Q1-2019 Q22018 Q22019 2018 (6M) 2019 (6M)
Ad Revenuss - 230,862 - 578,032 - 809,914
Content Revenues 24351 735,004 24,343 239234 43,604 314,328
Total Revenues 24,351 305,956 24,3 318,286 13,694 1124242

Source: Company Data / FRC

The company reported gross margins of 30% in Q2-2019; they had not reported COGS in the
same period last year. Operating costs (excluding stock based compensation) were $0.70
million, up 14% YoY, and down 4% QoQ. The QoQ drop was because the company had high
consulting fees related to the acquisition of Kidoz in Q1-2019.

A Q1-2018 Q1-2019 Q22018 Q2-2019 2018 (6M) 2019 (6M)
Gross 100.0% 41.8% 100.0% 20.8% 100.0% 33.1%
EBITDA 2684.9% 200.5% _4836.7% -56.8% _3760.3% 93.9%
EBIT 2689.3% 201.1% 4842.4% 57.4% 3765.7% 96.5%
Net _3430.5% 270.1% _A064.7% 437% 3747.6% -108.9%

Expenses / Sales Q1-2018 Q1-2019 Q22018 Q22019 2018 (6M) 2019 (6M)
Sefling & Marketing 643.5% 282% 474 5% 11.7% 560.0% 16.2%
Development 1111.3% 83.2% 1090.4% 34.0% 1100.9% 48.0%
Stock Based Compensation 15.2% 1.6% 24023% 0.6% 1208 5% 0.9%
Compensation & Consulation 662.9% 243% 703.3% 18.2% 683.1% 38.9%
G&A 349 9% 34.0% 266.1% 21.3% 308.0% 25.0%
Total 2784.30 242.3% 14936.7% 86.6% 3860.5% 129.0%

Source: Company Data / FRC
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EBITDA in Q2-2019 was -$0.46 million versus -$1.18 million in Q2-2018, and -$0.61 million
in Q1-2019. The net loss in Q2-2019 was $0.40 million (EPS: -$0.00) versus $0.99 million
(EPS: -§0.02) in Q2-2018, and $0.83 million (EPS: -$0.01) in Q1-2019.

$3,000,000

§2,000,000

§818, 286

$1,000,000

%308, 066

$24,343
50

-$613, 385

-§454, oz ~$398. 296

51,000,000
~$o26, 304

~$1.177, 386 3885, 473

-52,000,000

m Revenues mEBITDA

H1-2019 versus -$1.32 million in H1-2018.

Sheet capital, with no debt.

Liquidity Analysis

Cash 5641.536
Working Capital 5662373
Current Ratio 8.30
Diebt / Capital 0.0%
LT Debt / Capital 0.0%
EEIT Inter=st Coverage Ratio n'a

Net Income

Source: Company Data / FRC

Q1-2019

51,831,085
52,236,001
3.80

0.6%
0.0%

wa

Source: Company Data / FRC

As aresult of the improvement in operating cash flows, free cash flows were -$1.08 million in

Summary of Cash Flows 2013 (6MI) 2019 (6)M1)
Cash Flows from Operations (1,314.936) (1.226.201)
Cash Flows from Investing (8,720) 148,372
Cash Flows from Financing 2,284 819 1,485,137
Met Changs 061,163 407,508
Free Cash Flows {1,313,656) {1.077,629)

KO A At the end of Q2-2019, the company had $1.05 million in cash, $2.05 million in working

S1,040 04
52,032,083
350

0.0%
0.0%

wa
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NY (e X071 08 Kidoz has 3.34 million options (weighted average exercise price of C$0.45) and nil warrants
/0 IO outstanding. 2.05 million options are in the money, implying the company can raise up to
C$0.86 million if exercised.

Valuation We are adjusting our revenue forecast for 2019 from $3.40 million to $2.96 million, and for
2020 from $6.22 million to $5.37 million. We are also adjusting our 2019 earnings estimate
from -$1.03 million (EPS: -$0.01) to -$1.71 million (EPS: -$0.01), and our 2020 estimate from
-$0.27 million (EPS: -$0.00). to -$0.74 million (EPS: -$0.01).

Projections

STATEMENTS OF OPERATIONS

I019E 2020E
Total Revenues 93475 106,978 2,960,314 5372072
Cost of Sales - 1,33437% 2,304293
Groszs Profit 93,475 106,978 1,105,935 1,567,779
Expenses
Selling & Miarketing 244 810 352,770 375,000 500,000
Development 333202 043,334 1,043,167 1,147 434
Stock Bazed Compensation 43212 395,380 19360 39,580
Compensation & Consulation 466 916 622,779 735,015 208,317
Provizsion for doubtful accounts
Bad Debt Expense
G&A 256,303 271277 628,359 165,499
EBITDA -1,750,968 -2,683,762 -1,695,967 -713.301
Amortization 4068 5,614 16,131 30,044
EEIT -1,755,036 -1,689.376 -1,712,148 -T43,345
Intersst & Bank Charges -34.114 -23.436
Exchange rate and Unusual items -12274 -0.082
EBT -1,851.424 -2,726,924 -1,712,143 -T43. 45
Unuszual gain or loss 718,712 44 572
Income Taxes -30.761 -88.521
Net Earnings for the period -1,741,951 -1,502,831 -1,712,148 -T43, 345
EPS 0.03 0.04 0.01 001

Source: FRC

Our revised fair value estimate on Kidoz’ shares dropped from C$1.00 to C$0.97 per
share. We are maintaining our BUY rating.

The following risks, though not exhaustive, may cause our estimates to differ from actual
results:

e Attracting players and keeping them engaged is critical and requires continuous
development and innovation.
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e The company may have to pursue equity financings, which may dilute existing
shareholders.

e The average daily trading volume is relatively low as shares are thinly traded.

e Any unfavorable changes in regulations in the future may impact the company’s
business.

We are maintaining our risk rating at 4 (Speculative).
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2019E 2020E
Total Revenues 03475 106,978 1,960,314 5372072
Cost of Sales - 1,854379 2,804 203
Gross Profit 83,475 106,978 1,105,935 2,567,779
Expenses
Selling & MMarketing 244 310 332,770 373,000 300,000
Development 833,202 043,334 1,043,167 1,147 4384
Stock Bazed Compensation 43212 303,380 19,860 30,380
Compenszation & Consulation 466,916 622,779 733,015 808,517
Provizion for doubtful accounts
Bad Debt Expense
G&A 256,303 2m27m 628,830 763 499
EBITDA -1,750,968 -1,683,762 -1,695,967 -T13,301
Amortization 4.063 3,614 16,181 30,044
EBIT -1,755,036 -1,680.376 -1,712.148 -T43,345
Intersst & Bank Charges -34.114 -28.436
Exchange rate and Unusual items 12274 29062
EBT -1,851.424 -2,716,924 -1,712.148 -T43,345
Unusual gain or loss 18.712 44 372
Income Taxes -30.761 -88.521
Net Earnings for the period -1,741,951 -1,592.831 -1,712.148 -T43.345
EPS 0.03 0.04 0.01 0.01
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BALANCE SHEET

(in USS)- YE Dec 3=t 017 2019E 2020E
Assets

Cazh 60, 190 478 397 641 336 1,002 863 112,059
Accounts receivable 17,194 15,022 12,103 110,593 236,778
Prepaid expenzes 33404 34,714 40 730 22119 31,336
Current Assets 110,878 548,133 753,378 1,135,576 420,193
Property and equipment 10,148 G720 16,233 30,074 70,030
Other Aszzetz - -

Goodwill and identified intangible assets 3.067 19,723,790 19,723,790
Total Assets 129,093 557,853 T69,633 20911440 20,216,012

Liabilities & Shareholders' Equity

Accounts payables & accrued liabilities 01.626 114192 00,805 280190 328,108
Derivative 44572
Eelated parties 3,336 44,185
Current Liabilities 04,082 202,949 a0,805 280,190 328,108
Loans payable 347,608 502313
Shareholder's Equity
Share Capital 21223271 23133400 26552468 48217037 48217037
Foreipn Currency Translation 24,580 24,530 24,380 24,580 24,580
Deficit 21,563,438 -23305380 25808220 -27.610368 28353712
Total Liabilities & Shareholders 129,093 557,853 769,633 20911440 20,216,012
Equity
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STATEMENTS OF CASHFLOWS

(in USS)- YE Dec st 017 2019E

Operating Activities
et earnings for the period -5,156302 -1.741.951 -2,592 831 -1,712.148 =743 343

Items not involving cash

Depreciation 3370 4068 3614 16,181 30,044
Trophy Bingo Amortization 482013

(Gain on =zile of domain name'others 262 464 3420 -1.482

Stock Bazed Compensation 43212 305,580

Issuance of consultant stock options
Loss on disposal of equipment | Others

2408255 1,689,251 -1,999119 1,695,967 -713.301
Agcountz Beceivable 27,754 2172 2019 08,420 -146,184
Other Azzats 3493 8.067
Prepaid Expenses -16.280 21220 45023 17,620 20237
Accounts payable and accrued expenses -80,810 61,395 67,572 189,383 47918
Changes in working capital 68,452 30414 -109 678 168,315 -127.503
Cash from (used in} operations 2476,707  -1,638,837 2,108,797  -1,527.452 -340,804
Financing activities
Proceeds from secured borrowings, net 400,811 188,135 -1.823
Private Placement 1,573, 404 1,820,239 2279 408 1,763 200
Options / Warrants 32310 6,600
Cash provided by financing activities 1,974,215 2,060,684 2,284,085 1,763,200 -
Investing activities
Acquisition of Equipment -7.404 -3.640 -12.140 -50,000 50,000
Proceeds from =ale of subsidiary 133264
Goodwill / Others -1.683
Cash used in investing activities -7.404 -3.640 -12,149 125,579 -50,000
Increase (decrease) in cash -509.896 418,207 163,139 361,327 -890,804
Cash beginning of period 370,086 60,100 478,397 641,336 1,002,863
Cash end of period 60,190 478,307 641,536 1,002,863 112,059
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Fundamental Research Corp. Equity Rating Scale:

Buy — Annual expected rate of return exceeds 12% or the expected return is commensurate with risk

Hold — Annual expected rate of return is between 5% and 12%

Sell — Annual expected rate of return is below 5% or the expected return is not commensurate with risk

Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.

Fundamental Research Corp. Risk Rating Scale:

1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.
The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of profitability. The capital structure is
conservative with little or no debt.

2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive. The industry and company are relatively less sensitive
to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated its ability to generate positive free cash flows
(though current free cash flow may be negative due to capital investment). The company’s capital structure is conservative with little to modest use of debt.

3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. The industry may be cyclical. Profits and cash flow are sensitive
to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow. Debt use is in line with industry averages, and coverage
ratios are sufficient.

4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up mode or in a turnaround
situation. These companies should be considered speculative.

5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and unproven products. Products
may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity issues, and may rely on external funding. These stocks
are considered highly speculative.

Disclaimers and Disclosure

The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates and
opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.
There is no guarantee that our forecasts will materialize. Actual results will likely vary. The analyst and Fundamental Research Corp. “FRC” does not own any shares
of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject
company. Fees were paid by KIDZ to FRC. The purpose of the fee is to subsidize the high costs of research and monitoring. FRC takes steps to ensure independence
including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct. Additionally, analysts
may not trade in any security under coverage. Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are
protected contractually. To further ensure independence, KIDZ has agreed to a minimum coverage term including four reports. Coverage can not be unilaterally
terminated. Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed access
users through various other channels for a limited time.

The distribution of FRC’s ratings are as follows: BUY (68%), HOLD (8%), SELL / SUSPEND (24%).
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe/for subscription options.

This report contains "forward looking" statements. ~Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and
uncertainties that could cause actual results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but are not
limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services;
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in the
Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators. By making these
forward looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these statements for revisions or changes
after the date of this report. A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent updates
because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.

Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO. ALWAYS
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR UNIQUE
CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN YOUR
PORTFOLIO. This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security. It is not intended as being a complete
description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this report were independently prepared unless
otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report. Additional information is available upon
request. THIS REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION. Please give proper credit, including
citing Fundamental Research Corp and/or the analyst, when quoting information from this report.
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