
BEACON EQUITY RESEARCH

Company Background

In Touch Media Group (OTCBB: ITOU) is a firm specializing in online mar-
keting and public relations for its business clients, which have goals ranging 
from increasing website traffic and conversions to building brand awareness. 
The breadth and depth of the Company’s services encompass online market 
research, search engine advertising campaign development and optimiza-
tion, targeted publicity, development of lead generation and informational 
websites, and strategically placed website advertising. The Company also 
develops strategic celebrity endorsement agreements on behalf of its clients 
in order to build shareholder value for publicly traded companies. 

The Company was one of the first 100 companies to receive the prestigious 
Certified Professional status from Google, which has also awarded In Touch 
Media Group the top expert status in this field. 

With a combination of search engine advertising, publicity and other effective 
marketing systems, the Company has created an impressive portfolio of 
clients that includes Invest Engine, the RC&A Group, MCL Debit Master 
Card, DreamCream.net, SleepOasis.com, Clubware, Smart Journey and 
Rodedawg International.

The Company trades in one of the U.S. economy’s highest growth sectors, one 
that has financially rewarded investors over the past few years.
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Investment Considerations

In Touch Media Group’s recent developmental activity is expected to increase the Company’s future revenues and 
earnings. The highlights of these pivotal advancements are outlined below

New Multiplayer Online Game 
The Company formed Nightlife Interactive Gaming, LLC, in partnership with a group of private early stage investors 
and recently announced that it is expanding into the Massive Multiplayer Online Game (MMOG) arena.  It has 
launched construction of a role-playing MMOG involving virtual nightclubs. The game will feature an in-game 
advertising platform, delivering advertisements on a pay-per-transaction basis. This represents a paradigm shift 
away from impression-based advertising costs and toward cutting edge marketing accountability. After conducting 
survey interviews of more than 9,000 potential players, the Company developed a benefits package for the game’s 
subscribers. Beta test registration for the game began in June 2006, and the Company is targeting a Fall 2007 launch 
for this product. The successful launch of this MMOG is expected be a major driver of revenue growth going 
forward.   A patent was filed for a seamless ad, which does not interrupt game play and builds in accountability with 
regard to in-game advertising.  The recent purchase of the in-game technology company, Massive, by Microsoft is an 
indicator of the future growth of this sector.  

Recent Retention by AbsoluteSKY
In Touch Media Group has been retained by AbsoluteSKY (OTC: ABSY), a company specializing in the design, 
development and implementation of Radio Frequency Identification (RFID) technology for the specialty retail 
apparel market. AbsoluteSKY provides retailers with a comprehensive method of inventory tracking throughout the 
supply chain, thereby increasing inventory returns, eliminating missed sales, and enhancing productivity by 
preventing loss. 
AbsoluteSKY’s retention of In Touch Media is intended to increase the brand awareness of AbsoluteSKY’s range of 
superior RFID products, and to create an effective online marketing campaign on its behalf. This proves that the 
Company is now largely recognized as a leader in Internet marketing and public relations, and this deal is expected 
to yield positive results for the Company, in terms of both publicity and incremental revenues. 

Agreement with Rodedawg International
In Touch Media Group recently signed an agreement with Ice-T, a pioneer of hip-hop music and an accomplished 
actor, to be the spokesperson for one of its leading clients, Rodedawg International Industries, Inc. (OTC: RWGI). In 
Touch Media Group has been retained to develop and implement a public relations and marketing strategy for 
Rodedawg’s new vehicle launch. In consideration for services rendered, the Company received 3 million restricted 
shares of RWGI, of which 1.5 million shares were issued to Ice-T for his endorsement. Rodedawg has also reimbursed 
the Company for its expenses related to establishing this endorsement relationship, and continues to do so for the 
ongoing management of the Rodedawg public relations campaign.
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Recent Events

On August 16, 2006, Nightlife Interactive, LLC, announced the launch of a social networking site to invite ideas for 
improving its games.  This will aid the company in research and development and marketing its new game offers as 
per the market requirements.

On August 12, 2006, AbsoluteSKY announced that it has retained In Touch Media Group for providing services to 
increase brand awareness for its RFID based product suite. AbsoluteSKY provides high-end RFID product solutions 
to the specialty retail market that helps companies to achieve better inventory management. 

On July 31, 2006, patent protection was filed for the seamless ad by Nightlife Interactive, LLC, a company in which In 
Touch has a significant equity position.

On July 5, 2006, In Touch Media Group announced that it has managed a breakthrough in Massive Multiplayer 
Online Game Role Playing Game (MMORPG) and is working on a multiplayer online game that will have a unique 
advertising platform. The Company is developing this game in partnership with a group of private investors. 
According to Bob Cefail, Chairman of In Touch Media Group, this will bring in marketing accountability. The product 
is due for launch in the summer of 2007.

Industry

The rapid growth of the Internet has changed consumer behavior, and businesses have recognized that the Internet is 
a powerful medium for advertising and sales. 

A recent study demonstrated that more than 50 percent of all online sales are preceded by Internet searches. Today, 
Internet search not only provides consumers with information; it also provides businesses with vital information 
about consumers and their online behavior. As a result, companies are aggressively taking advantage of Internet 
marketing and public relations in order to position their products and services in a highly targeted manner. Forrester 
Research estimates that spending for search engine advertising will reach $7 billion by 2007, and climb to $11.6 billion 
by 2010. 
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The following research data was used to develop the principle plans and goals of the Nightlife initiative into the 
establishment of an online subscriber-based/ad-supported game development company. 
 
 • According to the Pew Foundation study on Internet usage which was completed in April 2006, 73% of  
  American adults use the Internet. That currently represents approximately 147 million people. 
 
 • Thirty-one percent (31%) of American adults play online games. 
 
 • 40 million U.S. households have one or more video game consoles. 
 
 • Seventy percent (70%) of college students reported playing video, computer or online games at least once  
  in a while, and 65% of college students reported being regular or occasional game players. 
 
 • In-game advertising is expected to surpass 700 million dollars by 2010, according to "Video Games Are the  
  Next Frontier for Advertisers," a DecisionNote report from The Yankee Group. 
 
 • One popular online game, World of Warcraft, possesses over 6 million subscribers paying $15 a month  
  each. 
 
 • Revenues from online gaming in total are estimated at $2 billion during 2005. 

“Seamless advertising” is a concept through which an advertisement can be streamed live in a video game without 
any interruption to the game play itself. The advantage of this concept is that games, based in present time, can use 
product placements as part of the game.  With a seamless ad, when individuals are interested in the item they can get 
more info or a coupon seamlessly without interrupting their game with just a click of the mouse.  Previous in-game 
advertisements have been strictly banner ads.  When clicked on they brought the player outside of the game.  The 
seamless ad is a pay-per-transaction model and brings accountability for the advertiser in the same way Pay Per Click 
advertising does for Google, Yahoo and Overture. In-game advertising was a $75 million market in 2005 and is 
expected to grow to $10 billion by 2010. This reflects the latent potential imbibed in this mode of advertising and is 
slated to witness more visibility along with the growth of the gaming industry. In Touch Media Group is waiting 
patent approval before it fully launches its next-generation concept. Once approved, it is expected to provide 
significant high margin revenue given the growth potential of the concept.     

    The computer game industry forms a significant part of the entertainment sector, with an  
    annual turnover of approximately $25 billion. 
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Financial Analysis 

In Touch Media Group last announced financial results for the quarter ending June 30, 2006. The Company generated 
revenues of $1,597,370, or a 346% increase over the $461,415 recorded in the comparable quarter of 2005. For the six 
months ended June 30, 2006, the Company reported a 126% growth in revenue to $1.83 million from $0.8 million over 
the same period a year ago. The Company has adopted a new strategy to focus on earnings from the development 
and sales of marketing and investor relations programs to larger and more sophisticated clients to achieve a stable 
revenue stream. The increase in revenue was due to an agreement under which In Touch Media obtained a celebrity 
endorsement for one of its customers for which it received 1.5 million shares of customer’s stock having a value of 
$1.2 million.

The cost of revenues was $0.37 million for the six months ended June 30, 2006, an increase of 42%, from $0.26 million 
for the six months ended June 30, 2005.  For the quarter ended June 30, 2006, the cost of revenues was $0.25 million, 
an increase of 57% from $0.15 million in the same period a year ago. Cost of revenues increased primarily due to the 
increase in personnel cost for developing products for sale. The gross profit margin increased from 65% to 84% in the 
quarter ended June 30, 2006, compared to the same quarter in 2005. The gross profit margin for the six months ended 
June 30, 2006, increased to 79% from 67% in the same period a year ago.

For the six months ended June 30, 2006, operating expenses rose 85% from $1.09 million in 2005 to $2.02 million in 
2006. This was mainly on account of a 23% increase in employee related expenses, 84% increase in management fees, 
167% increase in selling and marketing cost, 139% increase in general and administrative expenses and a one-time 
impairment of restricted securities of $0.52 million. However, stock based compensation was down 29% in the six 
months ended June 30, 2006. 

For the quarter ended June 30, 2006, the operating expenses increased 151% from $0.55 million in 2005 to $1.38 
million in 2006. The rise in operating expenses in the second quarter of 2006 over the same period in 2005 was 
primarily due to a 122% increase in management fees, 283% increase in selling and marketing expenses, 99% increase 
in general and administrative expenses and a one-time impairment of restricted securities of $0.52 million.  

A table representing the operating expenses of In Touch Media is given below.

Gross Profit  Six month ended   Six month ended    Quarter ended    Quarter ended
 Margin June 30, 2006   June 30, 2005     June 30, 2006   June 30, 2005

Gross Profit  79.3% 67.1% 84.3% 65.3%
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The loss from operations is $0.56 million in the six months ended June 30, 2006, compared to $0.54 million in the same 
period a year ago. The operating loss fell sharply from $246,849 in the quarter ended June 30, 2005, to $31,180 in the 
quarter ended June 30, 2006, due to increased revenues and better operating efficiency. 

Operating  Six Month ended  Six Month ended Quarter ended Quarter ended
Expenses June 30, 2006 ($)  June 30, 2005 ($) June 30, 2006 ($) June 30, 2005 ($)

Employee 
Compensation
Stock Based 
Compensation
Management 
Fees
Selling and 
Marketing
General and 
Administrative
Equity in Loss of 
Joint Venture
Impairment of 
Restricted 
Securities
Total

218,016

339,993

361,388

346,334

227,299

0

525,000

2,018,030

177,430

480,000

195,837

129,642

94,825

12,000

0

1,089,734

98,715

217,075

205,388

225,751

106,005

0

525,000

1,377,934

91,793

240,000

92,557

58,893

53,141

12,000

0

548,384

Particulars  Six Month ended  Six Month ended Quarter ended Quarter ended
 June 30, 2006 ($)  June 30, 2005 ($) June 30, 2006 ($) June 30, 2005 ($)

ELoss from 
Operations
Net Profit (Loss)

($564,809)

($150,895)

($545,382)

($561,819)

($31,180)

$882,198 

($246,849)

($262,900)
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Revenue & Net Profit (Loss) for Quarter ended June '05 and '06
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Revenue Net Profit (Loss)

In Touch Media recorded net income of $882,198 in the quarter ended June 30, 2006, compared to a net loss of 
$262,900 recorded in the quarter ended June 30, 2005. The income is due to a $1.01 million income on derivative 
financial instruments in the second quarter of 2006. However the Company recorded a net loss of $150,895 in the six 
months ended June 30, 2006, compared to $561,819 in the six months ended June 30, 2005. The fall in net income in 
the six months ended June 30, 2006, over the same period in 2005 is due to a $600,359 income on derivative financial 
instruments in the said period. 

Below is a graph depicting the revenues and net losses for the discussed time periods.
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Valuation

The valuation model for In Touch Media Group, Inc. is based on the present value of the expected future cash flows 
(DCF model). The key assumptions for the DCF model are as follows:

 • In Touch Media has announced its entrance into the Massive Multiplayer Online Game industry, which is  
  expected to provide meaningful growth potential going forward. It has also taken aggressive steps in the  
  field of online gaming and has been retained by AbsoluteSKY for increasing brand awareness. With the  
  company gaining recognition from potential customers, it is likely to positively impact the firm’s overall  
  financial performance. For 2006, it is assumed that In Touch Media Group will be able to realize a 40%  
  increase in revenues over 2005.  
 • Revenue is expected to grow at a rate of 40% for the five-year forecasted period (2006 – 2010) and a   
  perpetual growth rate of 15% is assumed from 2011.
 • Cost of revenue and operating expenses have been assumed at 35% and 47.5% of revenue, respectively. 
 • In Touch Media Group is a small company operating in a burgeoning industry. As is typical for most  
  stocks in this sector, it has limited liquidity and high volatility in its stock. The average cost of capital is  
  assumed to be 14.5% for the Company, based on an analysis of the risk/reward profile of the Company.
 • A perpetuity growth rate of 15% has been taken into consideration for calculation of the fair value of the  
  stock.

Net Income    

CapEx      

Free Cash Flows    

Discount Rate  14.50%  

PV of FCF      

Cumulative Value of FCF (2006 - 2011)

PV of Terminal Value    

Total PV of Firm    

Total Fully Diluted Shares O/S  

Fair Value Target Price  

 

2006

    300,000 

      25,000 

    275,000 

 

    240,175 

4,031,164

22,239,346

26270510

35,987,000

 $   0.73 

2007

  420,000 

    31,250 

  388,750 

 

  339,520 

 

 

 

 

 

Free Cash Flow

2008

  588,000 

    39,063 

  548,938 

 

  479,421 

 

 

 

 

 

2009

  823,200 

    48,828 

  774,372 

 

  676,307 

 

 

2010

 1,152,480 

      61,035 

 1,091,445 

 

    953,227 

 

 

 

 

 

2011

 1,613,472 

      76,294 

 1,537,178 

 

 1,342,514 

 

 

 

 

 

 



9

Analyst: Kris Goldcross, CFA
Initial Report
September 26, 2006

In Touch Media Group (OTCBB: ITOU)

Conclusion

In Touch Media Group uses leading edge strategies to increase the effectiveness of client marketing and public 
relations efforts. The Company uses a proprietary blend of paid search tools, online and offline market research, 
consultation, and new media strategies to create synergistic marketing campaigns that bring high-quality, relevant 
traffic to client’s websites. The exponential growth of the Internet and e-commerce has created a demand for 
successful online marketing and public relation strategies. Operating in a steadily booming and developing industry, 
and in light of its advanced market research and search engine optimization methodology, the Company appears 
uniquely poised to post impressive returns going forward. The firm's content would likely be a good match for video 
game producers, such as Left Behind Games (OTCBB: LFBG).
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Robert Cefail is responsible for the business and sales strategy of the company, as well as 
for the day-to-day sales and business development of In Touch Media Group. Since 2002, 
Mr. Cefail has generated well over $2 million in sales and developed over 200 clients for the 
Company. From 1985 to 2002, Mr. Cefail was involved in telecommunications through the 
establishment of Robert Cefail & Associates, Inc. Mr. Cefail garnered the first prison inmate 
phone locations for such companies as PayTel of America, Northeast Pay Phones, Equal 
Access Communications and Eastern Pay Phones. He constituted a joint venture with 
American Inmate Communications, Inc., for the purpose of enabling Robert Cefail & 
Associates, Inc., to provide full inmate telephone services to its correctional industry clients. 
In 1991, Mr. Cefail achieved a first in the private inmate phone industry when he 
established service contracts with two major local phone providers, Contel and United 
Telephone, to deliver inmate phone services. He then established The RC&A Group, Inc., 
which was involved in multiple communications applications. 

Toli Cefail has been a marketing professional for more than 20 years. She has overseen the 
marketing, legal, and regulatory affairs for what became a top provider of specialized 
telecom services against competitors such as AT&T, MCI, Sprint and the Baby Bells. This 
involved establishing, coordinating, and managing regulatory affairs and marketing efforts 
in 600 counties spanning 41 states. Ms. Cefail was also responsible for obtaining favorable 
groundbreaking legislation for this company in a number of states, as well as creating the 
firm’s administrative structure and procedures. She has also assisted in the marketing and 
web development for a boutique investment banking firm, The RC&A Group, and has 
performed marketing consulting for such prominent entertainers as Doug E. Fresh. 
Currently, Ms. Cefail oversees the development of administrative structure and procedures 
for In Touch Media Group and assists in the development and execution of its marketing 
and business plans. 

Robert Cefail
Chairman and 
Vice President 

Toli Cefail 
Chief Operating 
Officer

Management 

The management team of In Touch Media Group consists of the following personnel:

The management team is led by Laura Betterly, President and CEO. Ms. Betterly is an early 
entrant in the online marketing field, having established the online music company 
Visiosonic, also known as PCDJ.com. In the 1980s, Ms. Betterly worked in public accounting 
as a staff accountant and was comptroller of a retail group in Manhattan. She then 
established Betar Bookkeeping, Ltd., a firm specializing in computerizing businesses, 
software systems, and networking, as well as training personnel to operate these systems. 
She has been a featured speaker at such diverse functions as CES (Consumer Electronics 
Show), Winter Music Conference, NARAS, the Grammy organization, and the Federal 
Trade Commission. Ms. Betterly has been interviewed extensively and featured in such 
newspapers as The Wall Street Journal, The Washington Post and Newsday. She has also 
appeared on CNN, NPR and numerous other broadcasts, and has been interviewed over 
200 times for print and broadcast media.

Laura Betterly
President and CEO
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Linda Batdorf has over 30 years of management and public relations experience, ranging 
from an executive position with a religious, non-profit organization in New York City to her 
current position as the Deputy Chief Operations Officer of the Company. Ms. Batdorf 
oversaw the human resources of Robert Cefail and Associates, Inc., which had 
approximately 90 employees. She established a network of over 100 field representatives for 
the company, as well as internal systems to streamline the company’s functions. She was 
also instrumental in handling investor affairs for this company’s multi-million dollar 
transactions. She continues to use her administrative skills in the establishment of human 
resources for In Touch Media Group. As a result of the high quality personnel recruited to 
this team, the company has expanded, becoming a publicly traded company earlier this 
year.

Steve Blom has a propensity for finding resources and technologies that accomplish the 
most for the least amount of money. He has been a key player in adjustments to In Touch 
Media Group’s strategy and business plan at several important junctures. He formed his 
own company in 1997 before selling it in 1999 to Task Management, the biggest player in 
his market. He joined In Touch Media Group in 2002.  Mr. Blom is an entrepreneur and 
marketer, which make him the ideal person to supervise the Research and Development 
division of ITMG. He has supervised numerous projects for the Company, including the 
development of the original system for deploying large-scale email campaigns. He has also 
leveraged many open source resources to save on development costs and increase profits. 
Blom is the driving force behind the company’s current product line and is the producer of 
the Google AdWords 30 Day Boot Camp. Mr. Blom is the key person behind the technology 
that is to become AdPlacer™.

Steve Blom
Vice President of 
Research and 
Development

Linda Batdorf 
Deputy Chief 
Operating Officer
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Risks

There are several risks associated with In Touch Media Group that could impede future growth. Some of the key risks 
associated with the company have been outlined below: 

Dependence on Third Party 
The Company’s information and accounting systems are dependent on third party software, global communication 
providers, telephone systems, and other major aspects of technology and Internet setups. The Company depends on 
third party data centers to host its servers, and also for major components of the technology platform, such as 
hardware and software providers, and domain name registries. This makes the system vulnerable to disruptions that 
can hinder the Company’s services to its customers, and hinder the customers’ access to the Company’s systems. This 
in turn could lead to a loss of customers and a fall in the demand for In Touch Media’s services, directly impacting 
revenue. 

Competition
The online paid search market is fiercely competitive. In Touch Media’s competitors have long operating histories, 
larger customer bases, greater brand recognition, and greater financial and marketing resources, which make it easier 
for them to sign deals with network distributors and allocate resources for marketing and promotional campaigns. 
This may render the Company inadequate in positioning itself in the marketplace, resulting in financial loss.

Click Fraud
In Touch Media is exposed to the risk of illegitimate clicks on sponsored listings. If the clicks go undetected, the 
affected advertisers would experience a fall in returns on their investments in pay-per-click advertising programs. 
This could result in a loss of advertising network partners, and a resultant loss in revenue. 

Internet Marketing Industry Still in a Development Stage
Internet marketing and paid search advertising are still in a development stage, where revenues and profits depend 
on the rate of acceptance, growth and use of the Internet for effective advertising. Large advertisers generally rely on 
more traditional forms of media advertising and are generally unwilling to venture into uncharted territory. In 
addition, paid search is not always looked upon favorably by consumers. If this becomes a trend, and there are fewer 
clicks on paid search listings, the commercial utility of In Touch Media’s search services could be adversely affected. 
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Disclaimer

Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and micro capitalization 
companies.   BER has no investment banking or consultation conflicts thereby minimizing the inherent conflicts of interest 
between the research analysts and the companies they cover.   BER is not a registered investment advisor or broker dealer.   No 
information in this report should be construed as an endorsement to either buy or sell any securities mentioned in this report.  
The analyst(s) who prepared this report rely on publicly available information which neither the analyst, nor BER, can guarantee 
to be error-free or factually accurate.   All conclusions in this report are deemed reasonable and appropriate by the author. The 
Private Securities Litigation Reform Act of 1995 provides investors a "safe harbor" in regard to forward-looking statements.  To 
fully comply with the requirements of this law, BER cautions all investors that such forward-looking statements in this report are 
not guarantees of future performance. Unknown risk, uncertainties, as well as other uncontrollable or unknown factors may 
cause actual results to materially differ from the results, performance or expectations expressed or implied by such 
forward-looking statements.  Investors should exercise good judgment and perform adequate due-diligence prior to making any 
investment.   Ratings and price targets in this report should not be construed as recommendations or stock price predictors.  
Beacon Equity Research has been directly compensated six thousand dollars by In Touch Media Group, Inc. for an enrollment in 
its research program. Readers of this report are urged to use due diligence in any purchase of security list herein.  Readers should 
consult the Company's SEC filings as well as our initial report on the firm to better understand the inherent risks associated with 
this security. There may be many uncontrollable or unknown factors which may cause actual results to materially differ from the 
results, performance or expectations expressed or implied by such forward-looking statements.  Investors should exercise good 
judgment and perform adequate due-diligence prior to making any investment. 

I,  Kris Goldcross, CFA, the author of this report, certify that the material and views presented herein represent my personal 
opinion regarding the content and securities included in this report.   In no way has my opinion been influenced by outside 
parties, nor has my compensation been either directly or indirectly tied to the performance of any security listed.  I certify that I 
do not currently own, nor will own and shares or securities in any of the companies featured in this report.

Kris Goldcross, CFA

Mr. Goldcross completed the Chartered Financial Analyst program from the CFA Institute in August of 2005, and was awarded 
his CFA Charter in September 2005. Mr. Goldcross holds a bachelors degree in commerce and currently works for an Investment 
Banking Firm which specializes in a private wealth management. His work profile includes analysis and recommendation of 
stocks listed on the Indian stock market to clients on the basis of both technical as well as fundamental analysis. Mr. Goldcross 
primarily concentrates on the metal, banking and FMCG sectors of the Indian capital markets. He also has expertise in analyzing 
the movement in exchange rates and its likely impact on global commodity prices. In addition he is also responsible for 
analyzing macro-economic variables including inflation, money supply to forecast movements in interest rates.
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