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EDUCATIon TECHnoLogy CoMPAny - RATIng CHAngE

Industry: Education Technology                                  Focus BUY Portfolio
Current Price: $1.14
Recommended: October 2015
Recommendation Price: $0.47
Market Cap: $20,781,056
Shares Outstanding: 28,082,509
Diluted: 36,121,677

DISCUSSION

Since our October 2015 recommendation at $0.47 we have been very pleased with 
the company’s growth financially, from a business development perspective and in 
terms of its stock price. The stock has now posted a 54% gain from our last update 
at $0.74 in January and a 142% gain from our original recommendation price in 
October of 2015. We are very pleased with these returns and our decision to take 
half our original position off the table is not a comment on management’s execution 
or the business climate. Our decision is based on the stock exceeding our near-term 
fair value by over 25% and our strategy of de-risking our capital in SPEC BUY situ-
ations.

By selling half of our position in a stock which has more than doubled we are taking 
all of our initial risk capital off the table. By keeping half of our original position in a 
company that is performing very well, we also can participate in the potential future 
upside in the stock. It is a strategy we have employed with great success in the past.

RECENT NEWS - Positive

Recent news from Lingo Media has been positive which has helped drive the stock 
to new highs. On April 11, 2016,- Gale, a leading provider of library resources and 
part of Cengage Learning, and ELL Technologies Ltd., a subsidiary of Lingo Me-
dia announced that they had entered into a commercial distribution partnership. 
Through the agreement, Gale will have exclusive international rights to market, sell 
and distribute ELL Technologies’ Scholar English language training program to uni-
versity and college libraries, public libraries, and private schools. The product will 
be co-branded as “Gale Lingo” and will be available in the second quarter of 2016. 
Given that many advanced scholarly research pursuits in higher education today 
are conducted in English, there is an increasing global demand for students to learn 
English and with this new distribution agreement, the company is will broaden its 
offering by bringing to the library market the innovative learning techniques that 
Scholar provides. The potential for meaningful sales from this partnership in the



2 Copyright 2016 KeyStone Financial Publishing Corp.

Independent Equity Advisors

Small-Cap Stock Report
KeyStone’s 

KeyStone’s Small-Cap Stock Report  April 2016QUICK FLASH UPDATE 

Editor: Ryan Irvine, BBA (Finance) 
Senior Analyst: Aaron Dunn, CFA

Lingo Media Corporation Current Price (April 29, 2016): $1.14
(LM: TSX)  reCoMMendATion:  neAr-TerM: SeLL hALf/Long-TerM : hoLd hALf
EDUCATIon TECHnoLogy CoMPAny - RATIng CHAngE

Industry: Education Technology                                  Focus BUY Portfolio
Current Price: $1.14
Recommended: October 2015
Recommendation Price: $0.47
Market Cap: $20,781,056
Shares Outstanding: 28,082,509
Diluted: 36,121,677

second half of 2016 is real.

On March 31, 2016,  – Telefónica Educación Digital S.L.U., a company within the 
Telefónica Group that offers comprehensive online learning solutions for education 
and training, and ELL Technologies Ltd., a subsidiary of Lingo Media announced 
that they have entered into a commercial distribution partnership. Telefónica has 
been granted the rights to market, sell and distribute ELL Technologies’ full prod-
uct suite of English language training products in Peru. Telefónica will serve as a 
key strategic distribution partner in the Peruvian marketplace, helping Lingo Media 
make significant inroads in this market. Telefónica will work with ELL Technolo-
gies to help grow the company’s existing sales pipeline, as well as reach out to their 
own industry contacts. Both companies have previously worked together on select 
smaller projects and the experience was constructive.

CONCLUSION

This morning, Lingo Media to reported strong year end numbers which met expec-
tations and showed solid growth year-over year. We plan to issue a full update the 
stock early next week. We reiterate, the advice to SELL HALF our position in Lingo 
Media is based on valuation in the near-term with the stock surging to the $1.14 
range, the company now has a trailing PE in the range of 12.9 based and is above our 
last fair value estimate in the near-term. We elect to continue to hold a half position 
due to the fact that the company continues to sign deals with growth potential going 
forward.

Again, by selling half of our position in a stock which has more than doubled we 
are taking all of our initial risk capital off the table. By keeping half of our original 
position in a company that is performing very well, we also can participate in the 
potential future upside in the stock. It is a strategy we have employed with great suc-
cess in the past.
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BV (BV/Share):  Book value (book value per share)  
Book value per common share calculated as total shareholder’s equity less 
preferred equity, and divided by the number of common shares outstand-
ing.  Should the company decide to dissolve, the book value per common 
share indicates the dollar value remaining for common shareholders after 
all assets are liquidated and all creditors are paid.

D/E:  Debt-to-equity ratio  
A measure of a company’s financial leverage calculated by dividing long 
term debt by shareholders equity.  It indicates what proportion of equity 
and debt the company is using to finance its assets. 

Current ratio
One of many ratios designed to evaluate short-term liquidity of a com-
pany.  Calculated as current assets divided by current liabilities, this ratio 
gauges the level of cash resources relative to current liabilities as a mea-
sure of cash obligations.

EBITDA  
Earnings before interest, taxes, depreciation, and amortization.  EBITDA 
is calculated as revenue minus expenses (excluding tax, interest, deprecia-
tion, and amortization).

EPS:  Earnings per share 
A company’s earnings available to common shareholders, also known as 
net income or net profit, divided by the number of shares outstanding.

EV:  Enterprise value
Enterprise value is calculated as market capitalization less cash and 
equivalents, plus debt.  Evaluation of EV relative to the company’s trailing  
EBITDA is used in identifying potential takeover targets.

FCF:  Free cash flow
Capital expenditures are subtracted from cash flow from operating activi-
ties to arrive at free cash flow, which intends to measure the cash available 
to a company after making all cash outlays necessary to maintain existing 
productive capacity (as measured by capital expenditures on a company’s 
cash flow statement). 

net working capital  
A measure of the company’s ability to carry on its normal business com-
fortably and without financial stringency, to expand its operations with-
out the need of new financing, and to meet emergencies and losses.  Cal-
culated by deducting current liabilities from the current assets.

P/B:  Price-to-book ratio
Calculated as a stock’s market value (current closing price) divided by its 
latest quarter’s book value.  While a lower P/B ratio could mean that the 
stock is undervalued, it could also serve as a sign of weak fundamentals, 
and as with most ratios, this varies a fair amount by industry.

PEg ratio
The price/earnings to growth, or PEG ratio is calculated as P/E ratio di-
vided by a company’s annual EPS growth.  The PEG ratio is used to deter-
mine a stock’s value while taking into account earnings growth.

P/FCF:  Price-to-free cash flow ratio
Calculated as a company’s current share price divided by its free cash flow 
per share (i.e., free cash flow divided by the number of company’s shares 
outstanding) over the last four quarters (called “TTM,” or “trailing 12 
months” calculation).  It is a measure of the market’s expectations regard-
ing a firm’s future financial health.

P/S:  Price-to-sales ratio
It is calculated as a stock’s current market price divided by its sales (rev-
enue) per share.  When calculating this ratio, we use the company’s rev-
enue from its latest four quarters, or on a TTM basis. 

RoE:  Return on equity
A measure of a corporation’s profitability, calculated as net income di-
vided by shareholder’s equity.  ROE is often useful in comparing the prof-
itability of a company to other firms in the same industry.

 Value: 1 - poor investment value
  5 - excellent investment value

 growth: 1 - poor growth potential
  5 - excellent growth potential

Featured companies in KeyStone’s Small-Cap Stock Report are evaluated on a scale of 1 to 5 on each of the following criteria:

 Risk/Liquidity: 1 - high exposure to liquidity concerns
   5 - low exposure to liquidity concerns

 overall:  1 - poor fundamental characteristics
   5 - excellent fundamental characteristics

Disclosure

Stock Holding Other

Companies KeyStone KeyStone Employees Related Companies Investment Banking Client Related Company Business Relationship

Lingo Media Corporation YES YES NO NO NO


