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Leveraging Synergies Between Telecom Services
and Mobile Payments in Emerging Markets
Upco International Inc. (CSE: UPCO, OTCQB: UCCPF) (“Upco” or “the Company”),
with its fully owned subsidiaries, Upco Systems Inc. and Upco Systems srl (“Upco
Systems”), is a Vancouver, New York City and Milan based company that offers price
competitive, high-quality and privacy-protected telecom and mobile payment services
to consumers globally. The Company has two divisions: B2B Wholesale Telecom
Division (Upco Systems Inc. based in New York City) providing Voice over Internet
Protocol (“VoIP”) Telecom Services and B2C Retail Mobile App Division (Upco
Systems Srl based in Milan) (available on Apple iOS & Android) that is being
developed to provide fully secure mobile communication (up to 40% cheaper
international calling and free messaging between users), and secure mobile money
payment processing and transferring through its blockchain technology. Upco’s two
divisions are synergistic as its B2B Wholesale VoIP Division drives organic customer
traffic to its B2C Retail Division in underdeveloped growth markets such as Latin
America, Asia, Africa and the Middle East. In these telecom markets, the data
bandwidth for the most recent versions of well-known mobile applications like Skype,
WhatsApp, and Viber are too low and can rarely be used there. Upco Messenger has
lower use of data bandwidth, which means it is cheaper to use, and Upco uses an
algorithm that enables higher quality in Voice perception, thus presenting a significant
opportunity for Upco to gain market share. The Company has also developed a digital
wallet (“Upco to Money” or “Upco’s eWallet”) by incorporating blockchain technology
with its Upco Mobile App to provide customers with a more secure mobile payments
option. The Company has received a license to transfer payments internationally
through Upco’s e-Wallet. Currently, the Company generates all of its revenues from
its telecommunication business. However, the Company is expected to begin
monetizing its mobile payments business in Q2 2019.

Investment Rationale
Wholesale VoIP telecom division is a solid cash cow
Upco is a licensed global telecom carrier and is focused on the global VoIP (Voice
over IP) wholesale market, primarily targeting global wholesale long-distance call
termination. The Company’s global voice termination platform connects more than
170 countries and/or almost all major telecom service providers across the globe.
Competitive Upco Mobile App in underserved markets may brighten revenue
prospects
In December 2017, Upco unveiled its Upco Mobile Application (“Upco Mobile App”).
Currently, the Upco Mobile App is available through both the Apple iOS and Google
Play Stores (Android). Although the Upco Mobile App also has a messenger function
similar to WhatsApp and Skype, the Upco Mobile App has a competitive advantage
due to its integrated mobile payment services. The Upco mobile app enables users to
transfer funds internationally in a fast and secure way (blockchain technology). The
Company has received a license for international transfer payments via the Upco
mobile app so that its users can benefit from real-time money transfer, lower costs for
payment and 365 days availability of their funds.
Synergy between wholesale and retail divisions can help Upco grow
The Company has a well-established wholesale business division that generates
revenue from long-distance calls. Once the Upco mobile app acquires users
throughout the world, it becomes possible to route users’ calls through Upco
wholesale division. The Company aims to double the gross margin of its wholesale
business by attracting additional users through its Mobile App.
Global Mobile Point-of-Sale (POS) to reach US$1.7 Trillion by 2022
The global payments industry has grown significantly during the last decade due to
the strong global economy, technological advancements in the payments industry and
frequent introduction of new payments methods. According to SharesPost Research
LLC, the global payment industry market size was US$110 trillion in 2017. Domestic
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non-cash segments (which include checks and credit cards) accounted for 50% of these total payments. Further, due to increased
smartphone subscriptions and internet penetration, global mobile POS payments have grown significantly. Statista, (according to its
Digital Market Outlook September 2018) has forecast that the global mobile Point-of-Sale (POS) payments should increase to
US$1.69 trillion by 2022 from US$230 billion in 2016. According to Mordor Intelligence, the transaction value of the global mobile
payments market was about US$719 billion in 2017. Moreover, availability of mobile wallets with cryptocurrencies and secured
blockchain technology is set to disrupt the payments industry. In particular, the A2P (Application-to-Person) SMS market, which is
expected to grow to US$70.3 billion in 2020, should face significant technological disruption.
Wholesale VoIP market has significantly changed the telecommunication industry landscape
Infonetics Research (a sub-division of IHS Markit Ltd.), an independent research company, has estimated that the global VoIP
market should reach US$82.5 billion by 2019 from US$69.6 billion in 2014. For the past decade, the rapid adoption of smartphones
and tablets and higher internet penetration have resulted in such tremendous growth of the global VoIP market. In addition, Statista,
an online statistics data portal, estimates that the global mobile VoIP market size should increase to US$145 billion by 2024 as
organizations increasingly accept VoIP technology. Conventional telecom operators can no longer enjoy their past high profit
margins due to the availability of mobile applications such as Skype, WhatsApp and others now offering low-cost international calling
capabilities. These mobile applications use VoIP technology, which significantly reduces the costs involved in making international
voice calls.

Company Overview
Business
Upco International Inc. is a telecom company headquartered in Vancouver, Canada and New York City, US and Milan, Italy. The
Company offers high-quality voice termination and mobile payment services. The Company currently targets underdeveloped
countries and growing emerging markets. The Company functions as two different business units:
1.
2.

B2B (Business-to-Business) Wholesale Division (Telecom services) – the B2B wholesale division offers high-quality
voice termination services focusing on underdeveloped nations. The Company is a licensed global telecom carrier
B2C (Business-to-Consumer) Retail Division (Mobile App) – this division operates a mobile application known as Upco
Mobile App. The Upco Mobile App allows users to transfer money and enjoy other mobile banking services. Additionally,
the App provides users with a discount on international calls and has a messenger service.

Further, the Company has ensured the highest privacy and security by incorporating blockchain technology. The Company received
a license for its e-Wallet payment services.

1. B2B Wholesale Division (Telecom Services)
Upco’s B2B Business Division focuses on offering wholesale traffic termination services for its customers. The Company enables
long-distance calls service for its customers through access to its cloud-based voice termination platform. The Company has signed
mutual transaction agreements with counterparty telecommunications networks to purchase and sell minutes at predetermined
prices. The Company generates revenue when the customers of its counterparty networks make long-distance calls using the
Company’s telecommunications network. The Company can also track relevant data for each individual call to specific destinations,
allowing the Company to price each call with respect to distance of made call, country in which it operates, and volume of minutes
used by users.
Upco’s Carrier Cloud – primary focus of VoIP wholesale services
Upco’s cloud-based voice termination platform (Carrier Cloud) is the main hub for the Company’s wholesale telecom business.
Currently, Upco system’s voice termination platform serves more than 170 countries, thereby connecting every major telecom
service provider across the globe. The Company’s voice termination platform was developed by Digitalk Limited (“Digitalk”). Digitalk
is a UK-based company that offers cloud-based platform-as-a-Service (PaaS) solutions.
On August 01, 2015, the Company signed a Carrier Cloud agreement with Digitalk to use the services of its cloud-based platform.
Key features of Upco’s Carrier Cloud that help differentiate its offerings are as follows:
•
Reach – Carrier Cloud offers complete cloud-based voice termination platform solutions and links more than 170 countries
•
Gateway – Upco’s voice termination hub is accepted among Tier 1, 2 and 3 telecom carriers across the globe
•
Scale – Carrier Cloud can handle high termination volume
•
No Limits – Provides high termination scalability
•
Quality – Offers high quality routes at cheap pricing
•
Intelligence – Detailed data analysis reduces costs and increases profitability
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Exhibit 1 shows major telecom service providers the Company has collaborated with for its wholesale business.
Exhibit 1: Partnered with tier 1, 2 and 3 global carriers

Source: Company Investor Presentation

Growth Strategy for B2B Wholesale Division
Upco is pursuing a diverse vertical growth strategy for its Wholesale division. Currently, the Company is engaged in strategic
discussions with target companies/operators around the globe. Upco’s major target regions of interest are Africa, South America,
EMEA, Middle East, North America and Asia. The Company intends to initially form a strategic joint venture or partnership
agreement with a selected target operator to increase combined revenues with the intention to eventually merge with the selected
target operator at some point in the future. Currently, Upco’s Wholesale division operates between customers and suppliers.
However, once the new strategic operator is in place, Upco will also act as the additional customer/supplier to the end user. Exhibit
2 presents these operational flows of Upco’s B2B Wholesale division.
Exhibit 2: Operational flow diagram for B2B Wholesale division with strategic alliance

Source: Company Investor Presentation

2. B2C Retail Division – Upco Mobile App
On December 08, 2017, the Company launched its Upco Mobile App. Upco Mobile App offers a wide range of mobile payment
solutions. Additionally, the Upco Mobile App offers cheap international calls as well as high-quality messenger functions.
Upco Mobile App also enjoys significant competitive advantage compared to its peers as it can provide a secure mobile payment
option leveraging blockchain technology.
Upco Mobile App shows superior quality versus its peers and seamlessly operates in low-bandwidth data due to its telecom
networking relationships in these markets. This higher operability should enable the Company to capture market share in
underdeveloped countries. Exhibit 3 shows visuals of Upco Mobile App’s key features.
Key features of Upco’s Mobile App:
•
Balance transfer and payments – Upco-to-Upco payments transfer is available
•
International cheap calls – Upco international calls are competitive versus normal GSM calls
•
Messenger functions – Peer-to-Peer communication with a serverless solution (no middleman), ensuring complete
privacy and security.
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Exhibit 3: Key features of Upco Mobile App

Source: Company Investor Presentation

My e-Wallet (UpcoPAY) – significant competitive advantage over other payment processing and mobile payments solution
providers
By using blockchain technology, Upco’s mobile app ensures ultimate privacy and security for its users. The eWallet locks the funds
of the users and therefore protects against fraud. The user can access, transfer and receive money 24/7, 365 days per year. The
transaction fees are significantly lower than the competition.
Upco users in Europe and Canada can send/receive money through UpcoPAY starting in the Spring of 2019. Additionally, the
Company expects to expand its UpcoPAY services to more geographies in the future.
Significant advantages of incorporating blockchain secured technology in the Upco e-Wallet
Blockchain technology offers significant benefits over traditional payment processes. Key features of the blockchain technology are
as follows:
•
Enhanced security on transactions – The transactions through blockchain technology are recorded on taper-proof
distributed ledger block by block. Blockchain technology also prevents double entry and fraudulent transactions.
•
Instant transaction realization – Users can send money to anyone worldwide. Users can instantly realize these funds
through their smartphone.
•
Peer to Peer (P2P) lending – Blockchain technology also helps users lend and/or receive funds directly from other users.
•
Remittances – Currently, cost of remittances with traditional banks and financial institutions is relatively high across the
globe. Blockchain technology allows mobile users to transfer funds by avoiding paying transaction fees to banks and
financial institutions, thereby reducing costs involved in such transactions.
•
Mobile wallets – Currently, mobile e-wallet usage has been increasing and replacing existing cash, checks and even credit
and debit cards. Using mobile e-wallets is convenient compared to other transactions. Further, blockchain technology used
in such mobile e-wallets offers high security through special signature features to verify a transaction.
•
Rewards and loyalty programs – Blockchain technology offers reward point providers to track the reward points earned
and/or spent by users to better design their rewards and loyalty programs.
•
Access in Underdeveloped Countries – Millions of people in underdeveloped countries still do not have access to bank
accounts. Smartphones have proven to be an efficient platform, as users who do not have a bank account can use
blockchain technology to participate in global e-commerce, transfer funds to friends and family, and pay down outstanding
loan balances without incurring heavy banking charges.
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Exhibit 4 shows a screenshot of My e-Wallet, part of UpcoPAY.
Exhibit 4: UpcoPAY Mobile App’s My e-Wallet

Source: Company Investor Presentation

Significant developments through collaboration since the Upco Mobile App was launched in 2017
•
In September 2018, Upco launched the Company’s mobile messenger.
•
Emoney plc.: On September 25, 2018, Upco entered into an agreement with Emoney plc.
(www.emoney.com.mt), a European financial company, to support Upco’s monetary
payment and transfer services within Europe. On October 02, 2018, the Company
developed an interface between Emoney and the Upco Mobile App for user authentication
and transaction/account management called UpcoPAY.
•
SixthContinent Inc.: On November 27, 2018, Upco signed a Non-Disclosure
Agreement (NDA) with SixthContinent Inc. (SXC), to finalize a strategic Joint
Venture (JV) agreement for the Company’s e-wallet application. Pursuant to the
agreement, Upco and SXC will merge the user community of SXC into the
Company’s e-wallet application. The new system is expected to be “powered by UpcoPAY” and branded under SXC. Upco
is expected to benefit from SixthContinent’s large user community and various major brands. SXC, the largest international
digital gift card provider, owns a network of over 3,000 leading brands and has 400,000 users. Through this partnership
agreement, Upco users should benefit from lower prices on shopping cards, enabling Upco to generate additional revenue
via service and transaction fees.

UpcoPAY Business Case Examples
UpcoPAY has a variety of payment options/benefits such as eGift cards through UpcoPAY’s eWallet, e-Billing payments (cable,
internet, phone, credit card, utilities and more) and international mobile top-up.
This section provides a brief overview of the processes involved in two business applications, namely eGift cards and international
mobile top-up payments.
Business Case 1: eGift cards
Upco users can send virtual gift cards to anyone with a personalized message. Upco users can select these virtual gift cards from
leading merchants including JCPenney, Darden, GAP and others. The eGift cards offer significant benefits to users such as instant
delivery via email or SMS, no fees and customers can use these cards in-store, online or over phone. Exhibit 5 shows UpcoPAY’s
process for sending eGift cards and logos of current leading merchants who offer eGift cards through Upco.
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Exhibit 5: Process involved in sending eGift cards via UpcoPAY and leading merchants who offer eGift cards

Source: Company Investor Presentation

Exhibit 6 explains the payment order flow for eGift cards through UpcoPAY.
Exhibit 6: Payment order flow for eGift cards by using UpcoPAY

Source: Company Investor Presentation

Business Case 2: International Mobile Top-Up
Upco users can recharge international mobile phones by using UpcoPAY in more than 200 destinations across the globe. UpcoPAY
assures safe and instant mobile recharging. Exhibit 7 outlines the process of international mobile top-up by using UpcoPAY.
Exhibit 7: Process of mobile recharge through UpcoPAY

Source: Company Investor Presentation

Synergy between B2B and B2C divisions
Upco has synergies between its wholesale and retail divisions. As seen in Exhibit 8 (left side of Exhibit 8 shows Upco’s position in
the mobile network prior to rolling out its Mobile App), Upco typically acted as a transit operator/VoIP carrier, which routes calls from
one provider to other providers. After positioning the Upco Mobile App in the mobile network (right side of Exhibit 8 shows Upco’s
position in the mobile network after rolling out its Mobile App), Upco no longer requires a third operator (B), who acts in between the
transit operator and subscriber (B). Therefore, Upco expects to improve the wholesale division’s gross margins by up to 2x through
disintermediating a local carrier.
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Exhibit 8: Synergy between B2B and B2C divisions

Source: Company Investor Presentation

Growth Strategy
Upco has developed its growth strategies towards getting a global position in the wholesale telecom market and to simultaneously
increase its overall profit margin through selling its mobile banking functions to third parties in telecom and eCommerce sectors.
B2B (Business-to-Business) Wholesale Division – The Company has plans to increase its interconnection agreements with Tier
1, 2 and 3 global telecom carriers. Further, Upco intends to acquire more global telecom carriers at attractive EBITDA multiples
between 2.5x and 3.0x EV/EBITDA. Such telecom acquisitions should help the Company increase its presence in the global
telecommunications market. The Wholesale division’s primary target regions of interest include Africa, South America, EMEA,
Middle East, North America and Asia. Upco is actively seeking JV/partnership agreements to scale up revenue, as explained earlier
in the “Growth Strategy for Wholesale B2B Division” section of this report.
B2C (Business-to-Consumer) Retail Division – To increase Upco’s user base for its Upco Mobile App, the Company has defined
both organic and inorganic growth strategies. Promoting the functions of the Upco Mobile App and collaborating with third party
companies will ensure a higher user base. PR and marketing activities will create the required awareness. The use of a co-branding
strategy will provide the Upco Mobile App with a premium image.

Timeline and Milestones
The Company has outlined strategic milestones for both divisions. In December 2017, the Company successfully launched its Upco
Mobile App. In October 2018, e-Money approved Upco to use their banking systems. In addition, the Company is planning to enter
other growth markets such as Italy.
Exhibit 9 presents the Company’s recently completed and upcoming milestones.
Exhibit 9: Recently Completed and Upcoming Milestones

Checklist

Milestones

Completed/Expected

P

Upco Mobile App approved on mobile app stores (Google and Apple)

Sept 2018

P

eMoney approved Upco to use their banking systems and start providing API banking
information; Mastercard connected to user’s eWallet

Oct 2018

P

Evaluate mobile app engagement and usage test results for the Senegal market

Dec 2018

P

Evaluate mobile app engagement and usage test results for the Italian market

Dec 2018

P

Evaluate mobile app engagement and usage test results for the Philippines market

Q1 2019

Expand Upco Mobile App in an additional 4-5 countries

Q2 2019

UpcoPAY to go live with first customer (Italy)

Q3 2019

Pursuing JV and commercial agreements with e-commerce and B2B companies to develop
co-branding strategies

Ongoing

Source: Company Investor Presentation
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Company Timeline and Key Events
Exhibit 10 presents the reverse chronological order of the evolution of Upco International, summarizing key events since 2017.
Exhibit 10: Timeline summarizing significant annual events since 2017
Date
05-Feb-19
20-Dec-18
27-Nov-18
26-Nov-18
01-Nov-18
29-Oct-18
26-Oct-18
18-Oct-18
02-Oct-18
25-Sep-18
20-Sep-18
14-Sep-18
10-Sep-18
31-Aug-18
28-Aug-18
29-Jun-18
07-Jun-18
05-Jun-18
29-May-18
15-May-18
14-May-18
24-Apr-18
22-Feb-18
02-Feb-18
20-Dec-17
08-Dec-17
04-Dec-17
29-Nov-17
27-Nov-17
26-Oct-17
04-Jul-17
21-Apr-17
13-Aug-14

Event
Upco International announced UpcoPAY, a highly secure eWallet solution to make person-to-person (P2P) payments. The app will
be available in Spring 2019. The Company signed a partnership agreement with SixthContinent, the largest international platform
for Shopping Cards with a community of 400,000 users.
Announced that the Company will be adapting Upco Mobile Messenger to integrate with new eSIM technology in 2019.
Entered into a Non-Disclosure Agreement (NDA) with SixthContinent Inc. (SXC), to finalize a strategic Joint Venture agreement for
the Company’s e-wallet application (Upco to Pay). SXC owns offices in San Francisco (CA) and Milan (Italy). SXC has agreements
with over 3,000 leading brands and owns 400,000 users.
Upco along with its strategic partners Transfer-To (www.transfer-to.com) and Emoney Plc (www.emoney.com.mt) continued to
develop and update its fully encrypted communication app.
Added balance transfer and email authentication in the Company’s mobile application
Actively seeking opportunities to grow its blockchain and eWallet technology through the multi-billion-dollar cannabis industry.
Raised gross proceeds of $300,000 through the issuance of 1,363,636 shares at $0.22 per share.
Raised gross proceeds of $432,960 through the issuance of 1,967,998 shares at $0.22 per share.
Pursuant to the agreement with Emoney plc (www.emoney.com.mt), Upco started to develop the interface between Emoney and
the Upco Mobile App.
Entered into an agreement with Emoney plc (www.emoney.com.mt) to assist the Company’s monetary payment and transfer
services within Europe.
Launched the Company’s mobile messenger communication app (“Upco Mobile App”) in Apple App store and Google Play store.
Upgraded to the OTCQB market in the US under the trading symbol of “UCCPF”.
The Company’s fully secured communication mobile application was in the final stage of development to release in iOS and
Android platforms.
Raised gross proceeds of $528,168 through the issuance of 12,500,000 shares at $0.20 per share. Upco closed the final tranche
to raise up to $2.5 million at $0.20 per share.
Tested the Company’s Upco Mobile App on “TestFlight”. TestFlight is an online beta testing platform owned by Apple for over-theair installation and testing of mobile applications. The results showed that the Company’s application offered faster service using
lesser megabytes (MB) compared to its peers.
Raised gross proceeds of $408,000 (the second tranche of financing to raise up to $2.5 million at $0.20 per share) through the
issuance of 2,040,000 shares at $0.20 per share.
Raised gross proceeds of $1,642,500 (the first tranche of financing to raise up to $2.5 million at $0.20 per share) through the
issuance of 8,212,500 shares at $0.20 per share.
Opened a new office in Rome, Italy to enter the European market.
Entered into an agreement with MLC s.r.l, to promote Upco’s brand name in Europe, China and other regions. MLC s.r.l owns a
brand of Sorgente Tesorino in Italy that distributes approximately 10 million bottles of water per year.
Engaged with Emoney as the Company’s banking institution partner to reach Upco’s monetary payment and transfer services to
the European market. Emoney is a European based financial company that offers online current accounts and rechargeable credit
cards.
Raised approximately $165,000 through the issuance of 1.65 million shares at $0.10 per share.
Entered into a contract agreement with Nexmo Inc (“Nexmo”) to offer SMS authentication services for its mobile platform. Nexmo is
a subsidiary of Vonage Holdings Corporation and offers cloud Communications Platform as a Service (“CPaaS”).
Improved the Company’s telecom service offering and existing platform by integrating cutting-edge blockchain technology in SMS
communications and invoice management.
Integrated blockchain technology into the Company’s e-Wallet payment system.
Developed Upco e-Wallet, which supports transfer of cryptocurrencies such as Bitcoin and Ethereum using blockchain technology.
The users can also select their favored method of payment using either cryptocurrencies or common currencies (fiat).
Unveiled the Company’s Upco Mobile App in the Google Play store.
Appointed Mr. Don Blackadar as the Blockchain Payment Application Project Lead.
Listed on the Frankfurt Stock Exchange (Deutsche Boerse AG) under the symbol WKN A2H7JC.
Upco International Inc. developed an advanced blockchain payment system to expand its current mobile application to payment
services. Using this payment option, users can send invoices, approve payments, convert international currencies, and transfer
funds internationally.
NSS Resources Inc. (CSE: NSS) changed its name to Upco International Inc. (CSE: UPCO)
NSS Resources Inc. completed the acquisition of Upco Systems Inc through the issuance of 33 million common shares of NSS at
a price of $0.03 per share.
NSS Resources Inc (CSE: NSS) entered into a non-binding Letter of Intent (“LOI”) with Upco Systems Inc. and Aduna Holding
GmbH (sole owner of Upco). Pursuant to the LOI, NSS would acquire Upco through the issuance of 33 million common shares of
NSS at a price of $0.06 per NSS share. This transaction was a Reverse Take Over (“RTO”).
Upco Systems Inc. was incorporated as a private company under the laws of the State of New York, USA.
Source: Company filings
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Industry Overview
We now present the reader with a brief overview of trends shaping the telecommunications industry, the EU’s implementation of
“Roam Like at Home” regulations and an overview of the mobile payments industry.
Global unique mobile subscriber penetration is expected to be 79% by 2025
The telecommunications industry has experienced significant technical development, which has assisted a variety of businesses
transform their operations, particularly the banking and information technology sectors. According to GSMA’s (a trade association,
which represents a global mobile network of about 800 operators) report ‘The Mobile Economy 2019’, unique mobile subscribers
(who have more than one mobile subscription) are forecast to increase to 5.8 billion by 2025 from 5.1 billion in 2018, representing a
1.9% CAGR. India and China are expected to have 1.46 billion and 1.17 billion smartphone connections respectively by 2025. As
seen in Exhibit 11, Sub-Saharan and Latin American countries are forecast to have the biggest increase (700 basis points or bps) in
terms of mobile penetration of population from 45% in 2018 to 51% in 2025 and 67% in 2018 to 74% in 2025, respectively. The
increase in mobile penetration of population is primarily attributable to increasing mobile network coverage in rural regions,
availability of smartphones at affordable prices and significantly cheaper telecom tariffs. In addition, according to GSMA, in 2018,
smartphones contributed about 60% of the total mobile connections. Further, GSMA also estimates that the global unique mobile
subscriber penetration should grow to 79% in 2025 from 67% in 2018 as seen in Exhibit 11.
Exhibit 11: Global unique mobile subscriber penetration by various regions (in %)

Source: The Mobile Economy 2019

4G was the leading the mobile network technology in 2018 and should continue its dominance in the future
According to GSMA, in 2018, 4G mobile network technology overtook 2G network technology with 3.4 billion connections, which
accounted for 43% of the total connections and is expected to reach 60% in 2023. Meanwhile, mobile operators across the world are
expected to continue to invest in 5G. China, the US and Japan are forecast to be the leading countries with more 5G connections in
2025. GSMA also estimates that there will be 1.4 billion 5G connections in 2025 globally. Further, according to GSMA (The Mobile
Economy 2019 report) 5G is anticipated to contribute approximately US$2.2 trillion to the world economy over the next 15 years. By
2025, five billion people or 60% of the population would be mobile internet subscribers. By 2025, 4G should still continue to lead the
list with 59% of total connections, followed by 20% from 3G and 15% from 5G.
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Exhibit 12 displays global mobile network technology trends in terms of 2G, 3G, 4G and 5G adoption and growth.
Exhibit 12: Share of 5G is estimated to grow to 15% by 2025

Source: GSMA – The Mobile Economy 2018

Devices and connections are forecast to grow at 10% CAGR in the 2017 to 2022 period
During the past two decades, global internet traffic has undergone significant growth. In 1992, global internet networks handled
about 100 GB per day. This had increased significantly to 46,600 GB per second in 2017 and is forecast to grow to 150,700 GB per
second in 2022. According to Cisco’s Visual Networking Index (VNI) - Forecast and Trends, 2017–2022, global devices and
connections are increasing at an impressive rate of 10% CAGR from 2017 to 2022. By 2022, Machine-to-Machine (M2M)
connections are expected to contribute 51% of the total devices and connections. Further, M2M is also forecast to grow by 2.4 times
to reach 14.6 billion connections by 2022 at a 19% CAGR from the 2017 to 2022 period. M2M includes video surveillance,
transportation, smart meters, healthcare monitoring and other applications. In addition, smartphones are anticipated to grow by 1.6
times to reach 3.2 billion units by 2022, at 9% CAGR. Further, the average number of devices and connections held by a person is
forecast to increase to 3.6 by 2022 from 2.04 in 2017. Exhibit 13 shows the global connections and devices growth trend.
Exhibit 13: Global connections and devices growth trend (billions of devices)

Source: Cisco Visual Networking Index: Forecast and Trends, 2017–2022
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Global IP traffic continues to increase to reach 396 exabytes (EB) per month by 2022
According to Cisco’s VNI, global Internet Protocol (IP) traffic is estimated to reach 396 exabytes per month by 2022 from 122
exabytes per month in 2017, at a 26% CAGR. By 2022, smartphones are expected to contribute about 44% of the global IP traffic,
followed by TVs (24%), and PCs (19%). Exhibit 14 shows the global IP traffic trends with respect to devices.
Exhibit 14: Global IP traffic trends (exabytes per month)

Source: Cisco Visual Networking Index: Forecast and Trends, 2017–2022

VoIP market overview
Voice over Internet Protocol (VoIP) technology converts and transmits voice communications into digital data through a high-speed
internet connection. Since VoIP’s introduction in the late 1990s, it has experienced significant growth. According to Infonetics
Research, an independent research company, the global VoIP market is expected to reach US$82.5 billion in 2019 from US$69.6
billion in 2014, representing a 3.5% CAGR. Further, Statista forecasts the global mobile VoIP market size to reach US$145 billion by
2024, as many organizations continue to adopt VoIP to reduce their phone bills. Mobile based applications such as Skype,
WhatsApp, Viber and others are expected to be significant factors to drive VoIP market growth for the next four years, mainly due to
increased international calling using these mobile applications. Next-generation technologies such as WebRTC, XaaS, Hypervoice
and other new cloud-based communication technologies are also anticipated to increase value-added services to the VoIP market in
the future.
The US VoIP market alone is estimated to be US$27 billion in 2018, a 5.1% increase compared to 2017. The US VoIP market has
grown by approximately 10.4% over the five-year period from 2013 to 2018. The VoIP industry in the US is fragmented and no
single player holds a dominating market share in the industry. These US market trends may perhaps be used to project other
regions of the world. Exhibit 15 displays the global mobile VoIP market size by region.
Exhibit 15: Global mobile VoIP market size by region (in billion US$)

Source: Statista - https://www.statista.com/statistics/691602/global-mobile-voip-market-size-by-region/
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The European Union ended roaming charges for voice, data and text message in 2017
On June 15, 2017, the European Union successfully implemented the Roam Like at Home regulation and completely abolished
roaming charges within the European Union (EU) and European Economic Area (EEA). Due to this regulation, Europeans traveling
to any EU country from their home country can access voice (phone calls), data and SMS at their domestic price without incurring
any additional roaming or surcharges. Further, this regulation also made sure that mobile network operators’ customers enjoy these
benefits as long as they do not significantly exceed their stay abroad (other EU nations), compared to their stay in the home country
during a particular period. The European Commission has been working to implement this regulation in the EU/EEA region since
2007. In 2007, the European Commission introduced the Eurotariff that capped maximum tariffs of phone calls received and made
from abroad. This tariff cap was further reduced in 2009 and price cap on roaming SMS was introduced. In the following years,
tariffs on roaming SMS and phone calls were further reduced and a price cap on data roaming was introduced in 2012. By April
2016, roaming charges on phone calls, messaging and data significantly reduced such that the operators charged only a minimum
additional amount to domestic prices. Further, these charges were completely abolished when the Roam Like at Home regulation
was implemented in 2017. Exhibit 16 presents the significant decline in roaming charges in the EU from 2007 to 2017. Such
mandated declines in EU roaming charges have affected the Company’s revenues, causing revenue to decline by 59% for the nine
months ended September 30, 2018, compared to the prior-year period (See Financial Performance for more details).
Exhibit 16: EU’s Roam Like at Home regulation abolished roaming charges in 2017

Source: https://ec.europa.eu/digital-single-market/en/roaming-charges-what-has-european-commission-done-so-far

We now discuss the mobile payment industry in detail.
Domestic non-cash segment dominates the global payments industry with a 50% market share in 2017
The global payments industry was approximately US$110 trillion in 2017, according to SharesPost Research. The global payments
industry has been evolving substantially since its inception. The global payments industry has progressed from the old barter
system, coins, cash on paper and pooling bank accounts to recent cashless payments such as credit cards and e-wallets. During
the last decade, the payment industry has evolved at a rapid pace due to advancements such as new providers, new platforms, and
frequent introduction of new payment tools. In particular, mobile payments across the globe play a critical role in the payments
industry, supported by increased internet penetration. As seen in Exhibit 17, domestic non-cash segment including checks and
credit cards contributed to about US$55 trillion or 50% of total payments. Retail and cross-border transactions each accounted for
approximately US$25 trillion or 22.7% share of total payments. At present, small companies heavily compete for e-commerce, retail,
peer-to-peer services and cross-border payments. Big financial companies such as JP Morgan Chase, Citi, Wells Fargo and Bank of
America contribute and support retail and cross-border payments. In addition, new start-up fin-tech companies develop blockchain
oriented secure payments across all segments. Card payment companies such as MasterCard, American Express and Visa heavily
invest in credit cards payments and dominate market share in credit cards. Due to the large size of the payments industry and
regular technology advancement, the payment industry attracts a large amount of investments.
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Exhibit 17: Global payments industry was valued to be US$110 trillion in 2017

Source: SharesPost Research; PayPal investor day 2018

Mobile POS payments is forecast to be US$1.7 Trillion by 2022
According to the Digital Market Outlook September 2018, by Statista, the global mobile Point-of-Sale (POS) payments is expected to
reach US$1.7 trillion by 2022 from US$230 billion in 2016 as seen in Exhibit 18. Further, according to Mordor Intelligence, in 2017,
the transaction value of the mobile payments market was approximately US$718.5 billion. Mordor Intelligence also expects the
transaction value of the mobile payments market to reach about US$ 2.73 trillion by 2023 at a CAGR of 24.5% over the forecast
period of 2018 to 2023. The increase is mainly attributable to a rapidly developing global economy coupled with increasing usage of
mobile phones and growing internet penetration. Further, many governments of emerging countries encourage banks to build
infrastructure for safe and secure mobile payments in remote and rural areas. Such partnerships between various mobile operators
and payment networks in the emerging markets is expected to provide a significant boost to the mobile payments industry in the
years to come.
Exhibit 18: Global mobile POS payments to reach $1.6 trillion (in billion US$)
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Source: Statista Digital Market Outlook, September 2018

Recently, according to Adobe, in the US during the holiday season from November 1, 2018 to November 26, 2018, mobile payments
accounted for approximately 30% or US$17.5 billion of total sales with a significant growth of 43% year-over-year. Particularly, on
Cyber Monday, sales through smartphones alone accounted for US$2.2 billion, or 27.7% of total sales.
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Blockchain technology set to disrupt the mobile payment industry
Currently, blockchain technology is increasingly used in secure payments/transfers system by various banks. Blockchain is a
distributed database system that records real-time transactions and stores data with high-level secured data encryption. Applicationto-Person (A2P) SMS plays a critical role in mobile banking and mobile money transactions. Banks believe that SMS is the most
secure and reliable option for the A2P market. According to Transparency Market Research, the A2P market is expected to grow at
a CAGR of 4.1% to reach US$70.3 billion in 2020 from US$53.1 billion in 2013. However, blockchain technology may become an
effective alternative option to the A2P SMS market. This is due to blockchain technology’s key features such as enhanced safety on
funds transactions and verified decentralized system. Further, according to the University of Cambridge’s ‘Global Cryptocurrency
Benchmarking Study – 2017’, users of cryptocurrency wallets increased significantly between 2.9 million to 5.8 million in 2017
compared to between 0.3 million to 1.3 million in 2013 as seen in Exhibit 19.
Exhibit 19: Users of cryptocurrency wallets

Source: University of Cambridge’s ‘global Cryptocurrency Benchmarking Study – 2017
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Upco International’s Comparables
We now discuss Upco International’s major comparables. As mentioned earlier, the Company has two divisions, Wholesale
(telecom) and Retail (focusing on mobile payments). Therefore, we have a distinct set of comparables for each division, which we
outline below. Exhibit 20 shows the Company’s major comparables and valuation metrics.

B2B Wholesale telecom division comparables
We have selected the following companies BCE Inc. (TSE: BCE), Rogers Communications Inc (TSE: RCI), Telus Corp (NYSE: TU,
TSE: T), Shaw Communications Inc (TSE: SJR), RingCentral, Inc. (NYSE: RNG) and Vonage Holdings Corp (NYSE: VG) as the
Company’s major comparables for its Wholesale Division since they are in the telecommunications business and trading on major
stock exchanges.
•
BCE Inc. (TSE: BCE), (“BCE”) – BCE is a Canadian internet and wireless service provider. BCE provides broadband,
wireless, fixed line and television services. BCE is one of the biggest telecommunications providers in Canada and has
nine million customers contributing approximately 30% of the total Canadian telecommunications’ market share.
•
Rogers Communications Inc. (TSE: RCI-A), (“Rogers”) – Rogers is a Canadian media and telecommunications
company, headquartered at Toronto. Rogers functions primarily in cable television, internet connectivity and wireless
communications segments. For the three months ended March 31, 2019, Rogers generated approximately $3.59 billion of
revenue, or a 1.3% decrease compared to the same period in 2018.
•
Telus Corp. (NYSE: TU, TSE: T), (“Telus”) – Telus is one of the biggest telecommunications service providers in
Canada. Telus operates in both wireline and wireless segments. Telus has over nine million subscribers contributing
approximately 30% of the total Canadian telecommunications’ market share. For the three months ended March 31, 2019,
Telus generated operating revenues of approximately $3.5 billion, or a 3.8% increase compared to the same period in
2018.
•
Shaw Communications Inc. (TSE: SJR-B), (“Shaw”) – Shaw is a Canada based telecommunications company,
that offers internet, television, mobile and telephone services. Shaw generates approximately 87% of the total revenue from
its wireline business. In 2016, Shaw acquired Wind Mobile (and renamed to Freedom Mobile) to enter into the wireless
business. For the three months ended February 28, 2019, Shaw generated revenue of approximately $1.32 billion, a 1.0%
decrease year-over-year.
• RingCentral, Inc. (NYSE: RNG), (“RingCentral”) – RingCentral is a US-based company that provides cloud-based
communications as software-as-a-service (SaaS) solutions. The Company’s primary product is known as ‘RingCentral
Office’, that provides communications solution for employees. RingCentral generates revenue primarily based on
‘RingCentral Office’ subscriptions at annual basis. For the three months ended March 31, 2019, RingCentral generated
revenue of US$201 million, a 34% increase year over year.
• Vonage Holdings Corp. (NYSE: VG) (“Vonage”) – Vonage is a US-based telecommunications company that offers
cloud-based communication services to businesses. Nexmo, an Application Program Interface (API) platform of Vonage,
offers tools for messaging and voice calls. The Company generated revenue of US$180 million for the first quarter ended
2019.

B2C Retail division comparables
Apple Pay, Google Pay, PhonePe (in India), Beam (in UAE), LALA world (primarily in Singapore) and Amazon Pay are
significant competitors to the Company’s mobile payment division. However, we have selected the following pure-play
companies Boku Inc. (LON: BOKU), Bango PLC (LON: BGO), and LALA World as the Company’s major comparables since
they are in the payments industry.
•
Boku Inc (LON: BOKU) (“Boku”) – Boku is a global leader in direct carrier billing that offers alternate payment options
to debit and credit cards. Boku enables users to pay from their mobile balance for the goods they buy. Boku’s products
include Boku Acquire, Boku Checkout, and Boku Account. By using Boku Checkout payment option, users can make
payments by entering their phone number. Technology companies such as Apple, Google, Microsoft, Spotify, Facebook
and Sony use Boku’s payment platform. For the year ended December 31, 2018, Boku’s revenue increased to US$35.3
million, or a 45% increase compared to the same period in 2017.
•
Bango PLC (LON: BGO) (“Bango”) – Bango is a mobile payment company with operations primarily in the UK,
European Union, Canada, Indonesia and USA. Bango’s products are Bango Payment Platform, Bango Boost and Bango
Dashboard. On December 11, 2018, Bango launched ‘Bango Marketplace’ to increase user acquisitions for mobile app
developers and mobile operators.
•
LALA World (Private) – LALA World, a Singapore-based private financial technology company, offers mobile payment
solutions using crypto currency. In September 2018, LALA World launched a new service is known as ‘Pay by Crypto’,
which is available as a free download in Apple App store. Users can pay for utility bills services such as top-ups, gas,
broadband and recharge. Users also can buy LALA tokens from exchanges such as Coss, Qryptos, Kucoin, and
Cobinhood and then transfer them to the LALA World App.
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Exhibit 20: Financial/Valuation metrics of comparables (as of May 23, 2019)

Companies

Market
Cap (CAD)

Price
(CAD)

Enterprise
Value
(CAD)

P/B

P/S

BCE Inc.
(TSE: BCE)

$54.83B

$61.00

$85.6B

3.38x

2.32x

Rogers Communications
(TSE: RCI-A)

$36.08B

$70.40

$52.91B

4.37x

2.40x

TELUS Corporation
(NYSE: TU, TSE: T)

$29.95B

$49.84

$45.5B

2.91x

2.10x

Shaw Communications Inc.
(TSE: SJR-B)

$14.01B

$27.31

$18.19B

2.40x

2.63x

RingCentral, Inc.
(NYSE: RNG)

$13.51B

$164.91

$13.43B

30.28x

13.86x

$3.89B

$16.06

$4.56B

5.46x

2.69x

Boku Inc.
(LON: BOKU)

$603.13M

$246.18

$44.50M

N/A

10.07x

Bango PLC
(LON: BGO)

$117.16M

$166.33

$116.45M

N/A

10.43x

$4.38M

$0.065

$4.55M

6.50x

1.74x

Vonage Holdings Corp
(NYSE: VG)

Upco International Inc.
(CSE: UPCO)

1-year price charts

Source: Yahoo! Finance
Note: 1 gbp = 1.70 CA$, 1 US$ =1.35 CA$ (as of 12/18/2018)
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Company SWOT Analysis
We now discuss the various strengths and weakness of Upco International Inc. Further, we also summarize the various
opportunities and threats that the Company is exposed to.

Strengths
Introduction of blockchain in Upco Mobile App
The introduction of blockchain technology to the Company’s e-Wallet offers a significant competitive advantage. Blockchain
technology is known for enabling secured payment transactions through its advanced encryption and decentralized distributed
ledger. Upco received an international license via its banking partner, this give the company an edge.
Upco Mobile App to tap low bandwidth, unregulated markets
The Upco Mobile App has features such as free audio and video calls, messaging and group chats, sharing geolocation and sharing
attachments similar to Skype and WhatsApp. In addition, the Upco Mobile App performs better in low bandwidth markets such as
Latin America, Asia, the Middle East and Africa, while, Skype, WhatsApp and Viper have had difficulties performing well in such
markets. Therefore, Upco is well-positioned to capture market share in high-growth emerging markets.
Partnership with leading telecom global carriers
Upco has entered into partnership agreements with leading telecom service providers globally. The Company has partnered with
Tier 1, 2 and 3 global telecom carriers

Weakness
Negative cash flow from operations
Upco generated negative cash flow from operations during the past four quarters. Therefore, the Company has to depend on capital
markets and debt markets to raise funds. If the Company is not able to raise funds on time to meet working capital requirements and
investments, it could significantly affect the company’s operations and growth.

Opportunities
VoIP technology disrupts telecommunication markets
The VoIP market is growing with an expected market size of US$145 billion by 2024. Companies around the world have started to
shift their communications via VoIP rather than conventional methods in order to reduce their phone bills. Further, leading
conventional telecom companies are not able to offer high-quality international calls to customers at reasonable prices. VoIP
technology offers solutions to both global companies and telecom operators with cost-effective and high-quality telecommunication
services.
Fast-growing global mobile payments/FinTech industry
The global payments/FinTech industry has rapidly evolved to mobile payments methods. The global payments market was valued at
US$110 trillion in 2017. Factors such as the introduction of new payment methods, entry of new providers and a strong global
economy drive more investments to the global payments industry. Further, recent developments, such as blockchain technology,
offers secured money transfer in a cost-effective manner. Therefore, global banks and other financial institutions have commenced
implementation of blockchain technology in their transactions, especially in cross-border money transactions.

Threats
Low barriers to entry
Upco also operates in the mobile app and payment industry that is extremely competitive with low barriers to entry. Any new entrant
into this industry may have the technology to disrupt the Company’s on-going process. In addition, established mobile operators can
easily enter into the mobile app industry to strengthen their business. Such low barriers to entry could pose a significant threat to the
Company’s on-going operations.
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Financial Performance
We now present the financial performance of Upco International Inc. Upco follows January-December as its fiscal financial period.
All currency symbols represent United States dollars (US$), unless otherwise specified.
Exhibit 21 shows Upco’s income statements for the twelve months ended December 31, 2018 and December 31, 2017. During the
twelve months ended December 31, 2018, the Company generated revenue of $2,514,627, a 62% decline compared to the same
period in 2017. This decrease was primarily due to a decline in revenue from the Company’s telecommunication wholesale services,
as the European Union made significant changes to the pricing and regulation of its international roaming charges. The Company’s
gross profit margin for the twelve months ended December 31, 2018 stood at -2.29% (or -$57,637) compared to 0.15% (or $10,016)
for the same period in 2017. Further, as mentioned earlier, the Company expects to increase its profit margins through an improved
user base from its messaging app and e-wallet payment system in the future. Total operating expenses increased by 125% to
$1,818,981 compared to the twelve months ended December 31, 2018. This increase was primarily attributable to higher expenses
such as consulting fees ($422,075, +285%), marketing, travel and tradeshows ($341,341) and professional fees ($221,732, +107%).
Further, for the twelve months ended December 31, 2018, the Company also incurred stock-based compensation of $634,248, a
significant 239% increase compared to the same period in 2017.
Exhibit 21: Income statements for the twelve months ended December 31, 2018 and December 31, 2017

Particulars
Revenue
Cost of Revenue

For the Year Ended December
31, 2018

For the Year Ended December
31, 2017

$2,514,627

$6,688,138

2,572,264

6,678,122

-61%

(57,637)

10,016

-675%

Y-o-Y (%)
-62%

Operating Expenses
Amortization

$20,102

$0

NM

Bad Debt Expense

311,055

125,399

148%

Consulting fees

422,075

109,752

285%

Filing Fees

66,725

5,642

NM

Insurance

20,743

24,682

-16%

Interest and Bank Charges

14,573

15,314

-5%

196,649

264,156

-26%

IT and Communication
Office Expenses

8,298

8,954

-7%

Management Fees

170,084

88,864

91%

Professional Fees

221,732

107,031

107%

Promotion, Travel and Shows

341,341

54,899

NM

Subscription Fees
Rent

18,198

-

NM

7,406

3,703

100%

1,818,981

808,396

125%

Other Income (Expenses)
Gain on Settlements

-

797,300

NM

Write off of Equipment

(639)

-

NM

Interest

1,580

-

NM

Impairment of Intangibles

-

(351,850)

-100%

Finder Fees

-

(94,656)

-100%

(16,649)

9,668

-272%

-

(587,234)

NM

Stock-Based Compensation

(634,248)

(187,000)

239%

Total Expenses

(649,956)

(413,772)

57%

(2,526,574)

(1,212,152)

108%

Foreign Exchange
Listing Expense

Net Income (Loss)
OCI - Foreign Exchange Adjustment
Comprehensive Income (Loss)
Basic and diluted loss per share
Weighted average number of common
shares outstanding

(36,902)

-

NM

(2,563,476)

(1,212,152)

111%

($0.04)

($0.05)

-18%

57,300,728

22,113,370

159%

(Note: NM represents not meaningful)
Source: Company filings
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Exhibit 22 presents Upco’s balance sheets as of December 31, 2018 and December 31, 2017. As of December 31, 2018, the
Company’s cash stood at $165,180, compared to $57,107 as of December 31, 2017, a 189% increase. This increase in cash was
primarily attributable to proceeds from the issuance of shares. The Company’s total assets increased by 60% to $977,583, primarily
due to increase in receivables to $579,102 (+21%) and recognition of an intangible asset of $181,882 as of December 31, 2018.
However, total liabilities as of December 31, 2018 decreased to $289,194, compared to $762,458 in the same period in 2017, due to
decrease in trade payables ($280,166, -63%). As of December 31, 2018, the Company’s share capital stood at $4,289,069, a 190%
increase compared to $1,480,756 as of December 31, 2017, primarily due to share issuance.
Exhibit 22: Balance sheets as of December 31, 2018 and December 31, 2017

Particulars

As of December 31, 2018

As of December 31, 2017

Change (%)

Assets
Current assets
Cash
Receivables
prepaid

$165,180

$57,107

189%

579,102

480,419

21%

20,955

-

NM

$765,237

$537,526

42%
-72%

Non-current assets
Other Receivables
Intangible Asset
Deposits
Equipment
Total assets

15,246

55,093

181,882

-

NM

15,218

16,064

-5%

-

639

-100%

$977,583

$609,322

60%

280,166

762,458

-63%

9,028

-

NM

$289,194

$762,458

-62%

Liabilities
Current liabilities
Trade Payables
Loans Payable
Total liabilities
Equity
Share capital

4,289,069

1,480,756

190%

Reserves

798,653

201,965

295%

Accumulated Other Comprehensive Income

(36,902)

-

NM
138%

Deficit

(4,362,431)

(1,835,857)

Total equity

$ 688,389

$(153,136)

NM

Total liabilities and shareholders' deficiency

$ 977,583

$609,322

60%

(Note: NM represents not meaningful)
Source: Company Filings
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Exhibit 23 displays Upco’s cash flow statements for the twelve months ended December 31, 2018 and December 31, 2017. For the
twelve months ended December 31, 2018, the Company’s operating cash outflow was $2,401,535, compared to operating cash
inflow of $107,847 in the same period in 2017. This increase in operating cash outflow was primarily attributable to higher net loss ($2,526,574, +108%) and increased changes in receivables (-$98,683) for the twelve months ended December 31, 2018, compared
to the corresponding period in 2017. For the twelve months ended December 31, 2018, investing cash out flow was $201,138,
compared to cash inflow of $4,339, mainly attributable to intangible assets (-$201,984). Further, cash from financing activities for the
twelve months ended December 31, 2018 increased to $2,747,648, mainly due to net proceeds from share issuance of $2,616,717.
Exhibit 23: Cash flow statements for the twelve months ended December 31, 2018 and December 31, 2017

Particulars

For the Year Ended
December 31, 2018

For the Year Ended
December 31, 2017

Y-o-Y (%)

Cash flow used in operating activities
Net Profit (Loss) For the Period

($2,526,574)

($1,212,152)

108%

639

-

NM

Adjustments for Non-Cash Items:
Write-off of Equipment
Amortization Expense
Stock-Based Compensation

20,102

-

NM

634,248

187,000

239%

Finder's Fee

-

94,656

NM

Listing Expense

-

587,234

NM

Gain on Settlements

-

(797,300)

NM

Impairment of Intangibles

-

351,850

NM

Accrued Interest

-

4,764

NM

(98,683)

344,778

NM

39,847

16,606

NM

(20,955)

-

NM

-

21,242

NM

Trade Payables

(459,187)

571,715

-180%

Other Payables

9,028
-

(62,546)

NM

($2,401,535)

$107,847

NM

(201,984)

-

NM

846

(604)

NM

-

4,943

NM

($201,138)

$4,339

-4736%

Changes in Non-Cash Working Capital:
Receivables
Other Receivables
Prepaid
Due from Related Party

Deferred Revenue
Net Cash Flows From (Used in) Operating Activities
Cash flow used in investing activities
Intangible Assets
Deposits
Net Cash Acquired on Reverse Take-Over
Net Cash Flows From (Used in) Investing Activity
Cash flow from financing activities
Repayment of Loans Payable
Net Proceeds from Share Issuance
Exercise of Stock Options
Net Cash Flows From (Used in) Financing Activities

-

(139,302)

NM

2,616,717

39,107

NM

130,931

-

NM

$2,747,648

($100,195)

NM

Effect of Foreign Exchange on Cash

(36,902)

-

NM

Net change in cash and cash equivalents

144,975

11,991

NM

57,107

45,116

27%

$165,180

$57,107

189%

Cash - Beginning of Period
Cash - End of Period

Note: NM represents not meaningful
Source: Company Filings
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Key Risk Factors
Technology risk
The Company is in the technology industry that is rapidly changing. The Company should make significant investments in Research
and Development to adapt with such rapid advancements in technology. Failure to do so might make the Company’s technology
obsolete and could lead to loss of market share. In addition, these investments may add to the Company’s expenses and become a
financial burden if the product fails generate revenues and eventually profits.
Key personnel risk
Currently, the Company’s growth completely depends on the management and expertise of its key personnel. In addition, there is
usually high demand for such fundamentally strong and experienced executives in the technology industry. In order to retain such
talent, the Company should invest significant capital, as finding such new talent is riskier and time consuming. Departure of key
personnel could significantly affect the Company’s operations and growth potential.
Market acceptance risk
The success of the Company depends on how the market reacts to its products and services. On the other hand, competitors could
develop similar products through rapid technological innovations that could become a significant alternative to the Company’s
products/services. The Company faces a risk of huge loss or cessation of operations if it fails to achieve significant market
acceptance.
Financing risk
The Company is currently is in the start-up phase. Hence, the Company does not produce significant revenue to meet its working
capital requirements. The Company primarily depends on the capital markets to meet its financing needs. Failure to raise adequate
capital could create serious operational issues and ultimately lead to cessation of operations.

Shareholding Pattern
As of May 13, 2019, Upco has 67.10 million common shares outstanding, 0.34 million warrants and 6.47 million stock options as
shown in Exhibit 24.
Exhibit 24: Capitalization structure and Ownership as of May 13, 2019

Particulars
Common shares outstanding

in million
67.10

Stock Options

6.47

Warrants

0.34

Fully diluted shares

73.58

Management Ownership

16%

Coserfi S.R.L. Ownership

30%

Aduna Holding GmbH Ownership

10%
Source: Company Presentation
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Profile of Management, Board Members and Advisors
Andrea Pagani – Founder, President and CEO of Upco International and Upco Systems
“Visionary” is what suits Andrea perfectly. Holding a bachelor’s in computer science and graduating cum laude from University
Politecnico in Milano shows his potential. He started his career working for various world leading telecom operators solving complex
business development projects globally. His specialty in nanotechnology brought him to found Upco where he initiated (based on
blockchain technology) an application that supports a combination of industries such as mobile payments and telecom. His ability to
see “over and above” adds value to help develop commercial products with this high-end application. In this dynamic and fastmoving industry, he supports the board in continuously looking for new opportunities.
Gerben Borsje – CEO of Upco Systems srl, Board Member of Upco Systems Inc and Advisor to Upco International
Gerben is born with a drive. He is a pure, self-made sales and distribution driven entrepreneur. He has built various consumer
brands on a global and pan-European scale. His more than two decades experience and knowledge with fast moving consumer
products adds value to the team. His capacity in building bridges and out-of-the-box thinking is a strength that has proven success
for the company. Managing negotiations for commercial agreements on an international level is his second nature and in line with
the Company’s goals.
Kim Ying Lee – Chairman and Board Member of Upco International
Kim has been senior advisor to small and mid-size companies in the industrial and technology industries. He has extensive Board
level experience working with public and private companies in Europe, Asia, Middle East and North America/Caribbean. He has
extensive experience in five industries: (1) consulting (i.e. hospitality, transportation, technical industries and management buyouts),
(2) plastic packaging materials, (3) food processing, (4) financial brokerage and asset management and (5) real estate development
and construction. He has a master’s degree in economics from the University of Amsterdam and a master’s degree in business
administration (MBA) from the University of Chicago.
Gert-Jan Geels – CFO of Upco International
Mr Geels, a true gentleman with a gift to see financials integrated in commercial expansion. Mr. Geels was an independent financial
consultant with focus on the Dutch financial sector, where he specialized in support of management teams, commercial business,
reducing debt, takeovers, compliance and strategic alliances. Mr. Geels obtained a degree from Amsterdam Academy for Banking &
Finance Hogeschool Holland en Vrije Universitei, with a specialization in fiscal law and public relations.
Franco Zanichelli – Director of Upco International
An Analyticus with an open mind, a rare and good combination. Until this day, the University of Parma enjoys his expertise, humor
and education in international finance and food technology. Franco has worked over a decade as Financial Director for a world
leader in the food industry. His skillsets in risk management, analyzing opportunities and understanding finances in general brings
great value to the team. His global business experience and knowledge of various cultures are key for our Board. He is capable
bringing a balance between finance, risk and commercial needs to succeed.
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Sources
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•
•
•
•
•
•
•
•

Company Website
Company Press Release & Presentations
SEDAR Filings
The International Telecommunication Union (ITU)
GSM Association – The Mobile Economy 2019
Statista Digital Market Outlook, September 2018
SharesPost Research; PayPal investor day 2018
University of Cambridge’s ‘global Cryptocurrency Benchmarking Study – 2017
https://ec.europa.eu/digital-single-market/en/roaming-charges-what-has-european-commission-done-so-far

Disclaimer
The information contained herein is not intended to be used as the basis for investment decisions and should not be construed as
advice intended to meet the particular investment needs of any investor. The information contained herein is not a representation
or warranty and is not an offer or solicitation of an offer to buy or sell any security. To the fullest extent of the law, RB Milestone
Group LLC (“RBMG”), its staff, specialists, advisors, principals and partners will not be liable to any person or entity for the
quality, accuracy, completeness, reliability or timeliness of any information provided, or for any direct, indirect, consequential,
incidental, special or punitive damages that may arise out of the use of information provided to any person or entity (including but
not limited to lost profits, loss of opportunities, trading losses and damages that may result from any inaccuracy or
incompleteness of such information). Investors are expected to take full responsibility for any and all of their investment decisions
based on their own independent research and evaluation of their own investment goals, risk tolerance, and financial condition.
Investors are further cautioned that small-cap and microcap stocks have additional risks that may result in trading at a discount to
their peers. Liquidity risk, caused by small trading floats and very low trading volume can lead to large spreads and high volatility
in stock price. Small-cap and microcap stocks may also have significant company-specific risks that contribute to lower
valuations. Investors need to be aware of the higher probability of financial default and higher degree of financial distress inherent
in the small-cap and microcap segments of the market. The information, opinions, data, quantitative and qualitative statements
contained herein have been obtained from sources believed to be reliable but have not been independently verified and are not
guaranteed as to accuracy, nor does it purport to be a complete analysis of every material fact regarding RBMG client companies,
industries, or securities. The information or opinions are solely for informational purposes and are only valid as of the date
appearing on the report and are subject to change without notice. Statements that are not historical facts are "forward-looking
statements" that involve risks and uncertainties. "Forward looking statements" as defined under Section 27A of the Securities Act
of 1933, Section 21B of the Securities Exchange Act of 1934 and the Private Securities Litigation Act of 1995 include words such
as "opportunities," "trends," "potential," "estimates," "may," "will," "could," "should," "anticipates," "expects" or comparable
terminology or by discussions of strategy. These forward-looking statements are subject to a number of known and unknown risks
and uncertainties outside of the company's or our control that could cause actual operations or results to differ materially from
those anticipated. Factors that could affect performance include, but are not limited to those factors that are discussed in each
profiled company's most recent reports or company filings or registration statements filed with the SEC or other actual
government regulatory agency. Investors should consider these factors in evaluating the forward-looking statements contained
herein and not place undue reliance upon such statements. Investors are encouraged to read investment information available at
the websites of Upco International Inc. (“Upco”) at www.upcointernational.com and the SEC at http://www.sec.gov and/or FINRA
at http://www.finra.org and/or other actual government regulatory agency. RBMG is a US-based consulting firm and is hired by
client companies globally to carry out consulting services that include: corporate strategy formation, business development,
market intelligence and research. RBMG is not a FINRA member or registered broker/dealer. RBMG research reports and other
proprietary documents or information belonging to RBMG are not to be copied, transmitted, displayed, distributed (for
compensation or otherwise), or altered in any way without RBMG's prior written consent. RBMG has received a cash fee equal to
one hundred thirty thousand USD from Upco in exchange for RBMG consulting services. In this case, consulting services consist
of corporate strategy formation, business development, market intelligence and research. These services include the preparation
of this research report and RBMG helping Upco communicate its corporate characteristics to applicable investment and media
communities. In addition, RBMG and/or its respective affiliates, contractors, principals or employees may buy, sell, hold or
exercise shares, options, rights, or warrants to purchase shares of Upco at any time. In the past, RBMG’s principal (“Principal”),
through a separate investment fund that was controlled by Principal (“Fund”), purchased 1,363,636 common shares of Upco from
Upco. The common shares came with four-month trade restrictions. Currently, Principal, through Fund, indirectly owns shares of
Upco. Principal will directly or indirectly buy, sell, hold or exercise shares, options, rights, or warrants to purchase shares of Upco
at its lawful discretion and this can happen at any time.
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