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Share Price $1.00

Exchange OTC

52 Week Range $0.51 - $2.45

Enterprise Value (MM) 16.17

Market Capitlization (MM) 17.97

Public Market Float (MM) 3.99

Shares Outstanding (MM) 17.97

Avg Volume (3 months) 6,731

Short Interest (MM) 0

Balance Sheet Key Points

Cash and Cash Equivalents 
(MM)

1.80

Total Debt (MM) 0

Full Year 2014 2015E 2016E

Revenue 36.6 32.1 35.5

EPS (0.11) 0.08 0.18

P/E - 20x 20x

PPS - 1.6 3.6

Company Overview: SecretCaps is initiating coverage of Research Solutions (RSSS) with a $1.60 
price target. Research Solutions is a California based pioneer in providing on-demand access to 
scientific, technical and medical (STM) information. These include science companies, academic 
institutions, and research organizations. The company is unique in its Article Galaxy offering, a cloud 
based software-as-a-service (SaaS) solution, that provides access to tens of millions of existing 
articles. This service provides customers with research critical content, while saving time, money and 
remaining copyright compliant.

Article Galaxy has reached an inflection point: Article Galaxy (AG) is not a new offering, 
although the service has reached an inflection point as strong market adoption is underway. In the 1Q 
2015, AG revenue grew 17% Y/Y to $5.2M and in the 2Q 2015 AG revenue increased 19% Y/Y to 
$5.1M. Licensing and copyright fees for AG correlates to a 25% gross margin, lower than what is 
sported by other SaaS offerings, although this GM is higher than the company’s legacy reprints 
business’ GM of 10%. Article Galaxy is a game changer in targeting the $5B STM Subscription and 
Syndication Services market. Historically, AG has target the corporate market with a 4% marketshare, 
but the company is now also targeting the academic market which makes up $4.5B of this $5B 
market. The transition from print to digital is clearly still underway to AG’s benefit, and academic 
institutions’ library budgets are under pressure. As such libraries will choose AG to buy single 
articles, or what they need instead of purchasing entire books.

Transition To A Higher Margin Business: RSSS is transitioning its focus from its legacy print 
business with a 9% GM to its SaaS Article Galaxy segment which packs a 25% GM. This move 
creates a faster growing and leaner business which can be more profitable on a lower revenue base. 
The market is unaware of this transition which creates an investment opportunity for investors. The 
market is currently unaware of this transition, which creates a buying opportunity for investors.

Article Galaxy is highly scalable: As a SaaS offering, Article Galaxy is the go-to in the industry for 
STM content. AG has a significant moat since it is an automated process with a highly stickball and 
stable revenue stream. AG addresses key problems faced by knowledge workers today which include 
(1) saving time and being a one-stop-shop for STM content, (2) saving money as customers are 
paying for just the single articles they need, (3) remaining copyright compliant which cuts legal risks 
and time, (4) AG has checks to ensure no duplicate purchases, and (5) the process is efficient and 
automated, so paywalls are transcended.

AG’s moat with customers and publishers is a strong data point: Article Galaxy ranks number 
one across every category for customer satisfaction over its peers in a survey by OutSell. AG’s 
customers are stable and include 4/5 of the top 5 drug companies in the world and 50% of the global 
top 10 biotech and pharmaceutical companies. RSSS also has long standing partnerships with STM 
publishers, which streamlines content monetization.

Management’s Experience: RSSS’s CEO Peter Derycz founded Infotrieve and sold the company to 
PE investors in 2003. Infotrieve is a direct competitor to RSSS, and was acquired by a larger 
competitor, Copyright Clearance Center or CCC. His considerable experience in this market, coupled 
with RSSS’s moat could make the company a potential buy out target

Valuation: We believe RSSS is significantly undervalued as the transition to the higher margin 
Article Galaxy segment and two quarters of double digit revenue growth have flown under the radar 
in the marketplace. Article Galaxy Revenue Increased 19% to $5.1 Million Marking 9th Consecutive 
Quarter of Year over Year Double-Digit Revenue Growth and Driving Adj. EBITDA up 136% to 
$112,000.

Further, the company trades at roughly 0.43x EV/Revenue, well below the industry average of 3.16x. 
While accounting for a conservative 10% growth in AG Q/Q in 2015, a 20% increase Y/Y to 2016 
and a 10% decrease in reprints over the same time-frame, shares could see $0.08 in EPS in 2015. 
With a conservative 20x P/E ratio this amounts to a $1.60 share price, or 60% upside potential, with 
far greater returns moving into 2016.

Risks: Increased push by larger players’ offerings, such as Google Scholar, share swings and liquidity 
risks and AG uptake in the marketplace.

Initiating Coverage: Technology

Research Solutions: An Unknown, Higher Margin 
SaaS Business Transition Provides An Attractive 

Investment Opportunity 
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Company Background:

Research Solutions provides on-demand access to scientific, technical and medical (STM) information 
for a wide array of companies include life science companies, academic institutions and research intensive 
organizations. The company is broken down into two segments, Article Galaxy and Reprints and ePrints.

Article Galaxy is RSSS’s cloud based software-as-a-service solutions that provides customers with a 
one-stop-shop to the universe of STM content. AG’s content library includes over 70 million existing STM 
articles and is growing at a pace of one million articles per year. Article Galaxy is an easy to use, time and 
money saving offering for knowledge workers who also receive the added benefits of preventing duplicate 
purchases and remaining copyright compliant.

Key to the helm of Article Galaxy is its efficiency and flexibility, since the offering is a single source 
option for the entire universe of STM content and the ability to download single articles on demand to save 
money by only purchasing the specific content a customer requires.

The company still offers its Reprints and ePrints for customers, but revenue from this segment is 
expected to decline. Our valuation of the company accounts for a decline in this segment, while an overall 
growth scenario linked to Article Galaxy.

Industry Trends Offer A Growth Environment

The overall information industry grew at a rate of 3.7% to $738 billion in 2013, up from 3.5% growth 
from 2012 to 2013 per a study by Outsell, Inc. Looking ahead to 2016, the same report calls for 4.4% growth 
in the STM market.

Breaking this growth down into what RSSS can target, the 
company’s addressable market of STM Subscription and 
Syndication Services totals $119B. This is the product of the 
$87B Search, Aggregation and Syndication that is growing at 
17% and the $33B STM market that is growing at 3.7%, both 
estimates from the Outsell report.

Going one step further, RSSS’s current total addressable 
market of STM services is valued at $5B and is broken down 
into $0.5B in the corporate market and $4.5B in the academic 
market. Currently the company has roughly 4% of the 
corporate market with $20M in TTM revenue and minimal 
academic market reach. As such, the company still has 
significant expansion opportunities linked not only to the 
corporate market, but in the currently untapped, and much 
larger, academic market. 

As academic institutions and libraries face budget cuts, they will look 
to access only the specific content they require instead of purchasing entire books or costly annual 
subscriptions to publishers. As such, Article Galaxy will be positioned to cater to this market segment. We 
believe this opportunity is viable as in the 2Q of 2015, 32% of new customer accounts came from academia.

(Source: Research Solutions)
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An Unknown Higher Margin Business Transition Is Creating A Leaner Company, While 
Offering Investors a Buying Opportunity:

Unbeknownst to the investing realm is a compelling business transition underway at Research 
Solutions. Over the past several two fiscal years, the company’s revenue has been declining from 
$45.5M in 2013 to $36.6M in 2014. 

Looking at this event on the surface masks the true and compelling nature of the current business 
transition which can provide investors a compelling investment opportunity.

Over the past several quarters, RSSS has been moving away from its legacy lower margin 
Reprints and ePrints business to its higher margin Article Galaxy segment. The latter SaaS offering is 
highly scalable, a one-stop shop for users, is easily accessible and features a 25% gross margin, well 
above the Reprints and ePrints’ ~9% GM which the company is transitioning from.

Since Article Galaxy has a larger revenue base than the Reprints segment and a higher margin, its 
growth will clearly make up for any decline in the latter segment, while driving bottom line growth. The 
reasoning behind this is that with a higher GM business, the company can send more dollars to the 
bottom line, on a lower overall revenue base.

Our projections feature revenue of $32.09M in revenue for 2015, below the reported $36.55M of 
revenue reported in 2014, and below 2013’s $45.5M in revenue. Although as a leaner entity, the 
company can earn nearly $0.08 per share in 2015 with far greater potential for returns into 2016.

As will be discussed later, the transition is already underway. Article Galaxy has seen double 
digit revenue increases Y/Y in the past two quarters, and there are several 
additional reasons why this growth trajectory will continue. 

Shares are down considerably from $2.45 a year ago as revenue, and the 
bottom line, have fallen Y/Y. Although this fact has hidden the compelling, 
and profitable transition currently underway at Research Solutions. Since 
investors are unaware of this transition, likely due to only viewing the 
reported numbers and not dealing into the numbers, it provides current 
investors with an attractive investment opportunity. 

This transition from the company’s legacy Reprints and ePrints segment to 
its SaaS online Article Galaxy offering is also pegged to compelling industry 
trends, such as the move from print to digital, and the large academic market 
requiring cost savings that can be achieved through the use of Article Galaxy.

Targeting An Industry Transformation:

In addition of the specific industry trends, the overall transition from print to electronic is still 
underway. From 2003 to 2013, information industry revenue linked to print has declined from 65.8% to 
34.4% as electronic revenue has grown from 29.9% to 61.7% per a study by Outsell. Thus the 
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company’s cloud based AG offering will benefit as the remaining print revenue transitions to electronic 
revenue.

Research Solutions is evolving into a higher margin, higher growth cloud based company linked 
to the growth in the digital marketplace. There are detriments to competing in the print space which are 
the key factors which led the company to invest and grow into a digital provider. These faults within the 
print business include (1) a declining addressable market and total revenue potential, (2) a highly 
competitive with low margins, (3) bulky product to store, move and access (4) lumpy revenue. 

RSSS’s move to the cloud with AG has numerous benefits over the legacy print business which 
will favor growth. These include (1) industry trends favoring electronic information industry growth and 
growth in the addressable STM market, (2) AG is a digital, automated and cloud based process, (3) 
higher gross margins than in the print business and higher growth and, (4) AG has a sticky and stable 
revenue stream. These are in addition to the numerous benefits offered to customers which include time 
and money savings, faster and easier access and copyright compliance.

We expect the Reprints and ePrints segment to decline Q/Q, although our valuation discussion 
will delve into why this will be more than offset by growth for Article Galaxy. Article Galaxy will make 
up the growing majority the company’s revenue moving into 2016 and beyond.

(Source: Research Solutions)

High Customer Satisfaction Ratings Solidify Article Galaxy As An Offering:

Two quarters of double digit revenue growth is a strong factor favoring an inflection point, while 
understanding AG’s viability against the competition is a key factor in determining whether or not this 
offering’s strength will continue. Since RSSS is a small $18M company, the strength of the viability of 
AG in the marketplace is integral to their success as a company.

The Outsell study found that Research Solutions is #1 in customer satisfaction across the board 
as a document delivery provider. The company was ranked higher than The British Library the largest 
library in the world, and higher than Infotrieve, RSSS’s CEO’s first company he sold back in 2003.

These rankings demonstrate RSSS’s viability and strength in the marketplace as a small player in 
the face of larger competitors. Due to the highly scalable nature of Article Galaxy, its ease of use and 
large library of content, the company’s competitors can not block the company from being successful in 
the marketplace.
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(Source: Research Solutions)

A Penetrated And Large Customer Base Will Fuel Growth:

One of the main concerns with microcap companies, specifically SaaS based ones, is the market 
adoption of their product offering by businesses and customers. Research Solutions has already been 
successful in this area with a large and stable customer base who have adopted Article Galaxy. The 
company has penetrated some of the worlds largest companies with its offering, thus mitigating the risks 
associated with product uptake.

Research Solutions’ customers include industry giants such as 3M (MMM), Boeing (BA), and 
Royal Dutch Shell (RDS.A). RSSS also has 4 out of the 5 top 5 drug companies based by R&D 
performance, 50% of the Global Top 10 biotech and Pharmaceutical companies ranked by revenue and 
the number one ranking FMCG (fast-moving consumer goods) company worldwide ranked by sales.

With RSSS’s top customer amounting to ~7% of total revenue, the company does not derive the 
majority of its revenue from one customer, thus mitigating risk. The company’s top 35 customers make 
up ~50% of its revenue - pointing to a diversified and safer revenue base.

Long-Standing Partnerships With STM Publishers Will Drive Content Growth:

RSSS adds roughly one million articles per year to its content library, sourced through their 
partnership with leading STM publishers. The company has partnerships with leading publishers which 
include Cambridge University Press, The University Of Chicago Press, Oxford University Press, 
Springer Science and Business Media and Nature Publishing Group.

Partnership with publishers is the first step in RSSS’s supply chain and having a wide array of 
leading STM publishers guarantees that the company will not only continue increasing their content 
library, but they will have relevant and up-to-date content for their customers. Having these partnerships 
is a major accomplishment for a small company to secure, and will drive content growth for Article 
Galaxy’s future - deeming the offer relevant and up-to-date.
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(Source: Research Solutions)

Article Galaxy’s Growing and Sticky Customer Base:

Article Galaxy historically been growing through word of mouth in the STM market, and 
increased usage by existing customers. This scenario has reached an inflection point as the average 
number of customer per quarters continues to climb at a fast rate. Further, AG’s customer reach has 
grown increasingly global over the past several quarters which will aid in expanding reach.

In the 1Q of 2015, AG transactions increased 17% Y/Y to 140,821 and in the 2Q of 2015 
transactions increased 22% Y/Y to 138,736. Further in the 1Q 2015, active Article Galaxy accounts 
increased 33% to 752 and leveled off at 732 in the 2Q of 2015. The 1Q’s 752 accounts represented 33% 
growth Y/Y.

AG growth is significant, although the type and form of this revenue is more compelling. Article 
Galaxy’s revenue is not recurring, but its stable and sticky composition gives it a recurring nature. Since 
customers are charged on a transactional basis, the company has seen that order volume tends to be 
consistent from month to month. The company attributes this to consistent orders of larger customers 
that require integration of Article Galaxy into their existing work flow.

The company defines a transaction as an order for a unit of copyrighted content within Article 
Galaxy.  The average revenue per transaction is ~$37 with single article deliver service accounting for 
substantially all of Article Galaxy’s revenue. This fact is in line with industry trends, such as in the 
academic market and knowledge workers looking to save money, in acquiring only the specific articles 
they need instead of purchasing entire content libraries or books.

This sticky revenue base also relates to the sales side of the company. Management stated in the 
company’s 1Q release:

“In fact, our customer acquisition efforts have realized a 90% closing rate when our solution 
is evaluated against our competitors. Further, we've been seeing virtually no attrition from existing 
customers, demonstrating the 'stickiness' of our business model. (Source)

http://finance.yahoo.com/news/research-solutions-reports-fiscal-first-210500739.html
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This fact points to not only a sticky customer base, but the company’s product being chosen over 
90% of the time over its competitors.

Increased Sales Staff Will Accelerate Growth:

Our valuation model discussed later is based upon 10% revenue growth Q/Q for 2015 and 20% 
growth Y/Y into 2016 for Article Galaxy. We believe this growth situation has been proven viable due to 
the two quarters of growth for the offering. Recently, on March 5, 2015, the company increased their 
field salesforce by more than 60% with new staff members being appointed globally - in Belgium, 
Australia and the United States. 

"As demonstrated in our recent quarterly financials, there is growing demand for the 
mission-critical services and software that Research Solutions provides to Fortune 500 
companies and other research-driven organizations," said Research Solutions Chief Sales and 
Marketing Officer Ian Palmer.  "We are focused on adding sales staff and channel partners to 
meet this demand, while growing our global brand awareness and customer base.” (Source)

RSSS’s Chief Sales and Marketing Officer confirmed that there is growing demand for the 
company’s solutions, and an increased sales staff is required to target these opportunities. As such, we 
believe the company’s decision to increase its sales staff to target this growing demand could accelerate 
our 10% Q/Q growth estimates for Article Galaxy.

Growth Is Not Abstract: New Businesses Are Using Article Galaxy:

Two quarters of double digit AG growth is a strong data point, but an investor could view these 
as strong quarters or increased usage by certain customers - negating a growth scenario. We believe this 
is not the case as 35 customers make up 50% of the company’s revenue.

Further, new business are utilizing and benefiting from Article Galaxy. For example, Panacea 
Pharma Projects adopted the AG Widget for improved Pharmacovigilance (drug safety) literature access 
on March 13, 2015. 

Panacea Pharma Projects’ Business development manager Sam Tipper commented: 

"Article Galaxy Widget supports our systematic monitoring of scientific literature with 
tools like PubMed, ensuring that we have the quickest means available to identify and access 
the full-text so we can continue our triage and documentation workflows.” (Source)

Mr. Tipper’s comment pin points the business need and benefit for the Article Galaxy widget, as 
well as his satisfaction with the offering.

Increased Product Awareness Will Bolster Article Galaxy’s Growth:

RSSS has begun to educate potential customers about the opportunity within their product 
offerings through the correct mediums, which will aid in increased sales as a result of increased product 
exposure.

http://finance.yahoo.com/news/research-solutions-increases-sales-staff-140200697.html
http://finance.yahoo.com/news/panacea-pharma-projects-adopts-article-130200944.html
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For example, RSSS’s Senior Sales Engineer Chris Atwood is delivering a presentation entitled 
“Streamlining Content Acquisition and Contu Compliance via ILLiad” to academic professionals on 
March 18. Mr. Atwood will also educate listeners on how Article Galaxy can “…save time, lower costs, 
and improve document quality related to the acquisition of full text-scholarly research papers and copy 
right clearance when CONTU’s Rule of Five has been exceeded”. (Source)

With ILLiad being used by more than 1,100 libraries online, this represents a significant 
opportunity to educate ILLiad users on the use of Article Galaxy after the Rule of Five has been 
exceeded. 

Interestingly, ILLiad is distributed by OCLC, a nonprofit library service used by more than 
74,000 libraries in 170 countries. As such, any exposure to Article Galaxy within this realm of use can 
be another growth driver for the company.

A Continually Innovative and Enveloped Product:

RSSS has continued to improve and build upon Article Galaxy. Recently on March 13, 2015, the 
company launched the Article Galaxy Widget.

This widget is launched as browser bookmark on any website that has references to published 
journal articles. The widget standardizes the search and presentation of the full text articles and allows 
users to acquires articles with a single click. 

This saves a huge amount of time for researchers who can acquire articles quickly and easily, by 
using a widget which scans webpages for available journal content.

This web browser access to STM research articles are indexed by more than 50 search sites 
including Google Scholar, PubMed, ResearchGATE, Web of Science and Scopus. Thus Article Galaxy is 
becoming more enveloped in the larger search players, such as Google Scholar, which could lead to a 
potential buyout of RSSS by a larger player in the future attempting to get ahead in the industry.

Why The Reprints and ePrints Segment Will Decline Conservatively, Not Drastically:

Although our estimates account for a 10% forward Q/Q decline for the Reprints and ePrints 
segment of the business to remain conservative, the segment is not dead in the water. While our thesis is 
focused on a transition to the higher margin AG offering, we will identify why the company’s other 
segment will not drastically falter in the process. A drastic decline could hamper bottom line earnings 
growth, but this is not the case and we expect the second segment to decline at a conservative rate.

Deals are still being announced for the second segment which will lead to a modest decline over 
time, instead of  drastic one. To this point, on February 25, 2015, the 33 library consortium The Greater 
Western Library Alliance announced a preferred pricing agreement with the Reprints Desk. This 
agreement provides same-day acquisition of scholarly peer-review journal articles. 

This is in addition to a deal with over 200 academic libraries based upon three new library 
consortium deals announced on January 16, 2015. These agreements are with University System of 

http://finance.yahoo.com/news/reprints-desk-highlight-research-retrieval-130200198.html
http://finance.yahoo.com/news/greater-western-library-alliance-negotiates-140200831.html
http://finance.yahoo.com/news/research-solutions-subsidiary-expands-reach-140000119.html
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Maryland and Affiliated Institutions (USMAI) Consortium of Libraries, Midwest Collaborative for 
Library Services (MCLS), and the Pennsylvania Academic Library Consortium (PALCI).

These libraries now have access to more than 40,000 publications and hundreds of thousands of 
book records for a small transactional fee and a special academic copyright royalty charge. Furthering 
growth, these libraries now have access to sign up for Article Galaxy for articles that are not available 
through journal subscriptions.

Further, RSSS’ Reprints Desk has ranked #1 in every document delivery vendor score conducted 
by information analyst and advisory firm Outsell, inc since 2008 - deeming the service both viable and 
competitive. Do to this deal, the legacy users for the segment, and the variance of revenue from this 
segment, we believe a 10% Q/Q decline for our later estimates are more than conservative. 

2Q 2015’s Revenue Was Lower Sequentially - Here Is Why:

Although both the 1Q and 2Q of 2015 featured double digit Y/Y percentage increases for Article 
Galaxy’s revenue, revenue was down sequentially for the 2Q of 2015. Although down minimally, 
management stated this is due to typical seasonality in their fiscal 2Q, when revenues dip due to the 
holiday season. We believe the Y/Y results speak for themselves, and the decline sequentially is (1) very 
minimal, especially in the face of the Y/Y increase, and (2) not detrimental in the face of the Y/Y 
increase for a typically weaker quarter.

Valuation Method One: Peer Analysis

Research Solutions is significantly undervalued in comparison to its marketplace peers. On a EV/
Revenue basis, the company is less than 1/6 the average of its peers. We believe this is a product of (1) 
being an undiscovered player in the investment realm and (2) the past two quarters of Y/Y growth have 

(Source: Research Solutions)

Company Ticker EV/Revenue

Streamline Health 
Solutions

STRM 2.95x

Everyday Health, Inc. EVDY 2.13x

HealthStream, Inc HSTM 3.41x

Attunity Inc ATTU 3.77x

Computer Programs & 
Systems 

CPSI 2.73x

IHS, Inc. IHS 4.26x

E2Open, Inc. EOPN 2.98x

Thomson Reuters Corp TRI 3.07x

Average 3.16x

Research Solutions RSSS 0.43X

http://finance.yahoo.com/news/research-solutions-increases-sales-staff-140200697.html
http://finance.yahoo.com/news/research-solutions-reports-fiscal-second-210100110.html
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not yet been recognized in the marketplace. As RSSS continues to grow and execute, we believe the 
company’s valuation will grow to better match the company’s peers. 

As a simple valuation method, as RSSS continues its growth trajectory, the market will be more 
willing to award shares a higher multiple. As such, if RSSS can achieve less than half the industry 
average to be conservative, or 1.5x EV/Revenue, this would amount to over a 3x gain for shares.

Valuation Method Two: Top Line Revenue Growth Through Article Galaxy:

Due to the double digit Y/Y growth in Article Galaxy, we believe a conservative 10% sequential 
growth rate can be achieved Q/Q for the third quarter and fourth quarter. 

We also believe this growth is attainable as Article Galaxy’s traction is clear with the past two 
quarters’ Y/Y growth. Further, the 60% increase in sales staff coupled with additional customers will 
drive growth. Current growth from existing users will also aid in driving growth.

A simple 10% AG growth rate Q/Q for the 3Q and 4Q of 2015, and a 20% growth rate Y/Y from 
2015 into 2016 provides $0.08 and $0.18 per share in earnings for shareholders. These estimates include 
a 10% decline Q/Q for the 3Q and 4Q of 2015 for the Reprints and ePrints segment and a 10% decline 
Y/Y into 2016.

As discussed earlier, the company’s transition from its legacy lower margin Reprints and ePrints 
segment offer the ability for the now leaner company to earn more income, on a lower revenue base. 
This scalability, due to higher margins, is what will drive bottom line growth. Even though revenue was 
higher in the past, the company was not a leaner and profitable engine. Moving forward, the company 
will be just that.

With a conservative industry standard 20X P/E ratio, this amounts to a $1.60 share price in 
2015 and $3.60 in 2016. Overall this leads to a potential 60% return for shareholders for 2015 with 
much greater returns possible for 2016.

These projections also account for 250,000 less shares based upon a $1 share price and a $250K 
share repurchase program to be executed by the end of 2015. These estimates also include a 3% increase 
Q/Q for 2015 and Y/Y into 2016 in SG&A expenses linked to the increase in the company’s sales force.
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(Source: SecretCaps LLC)

Further Compounding Our Growth Scenario:

In furthering the growth story for RSSS, the company began the 3Q of 2015 with a new 
customer that is one of the largest pharmaceutical companies in the world, and the company expects to 
recognize revenue from this customer in the 3Q.

Also, the launch of the Article Galaxy Widget in January, with the deal signed with Panacea 
earlier based on this offering, will also support growth. This widget accelerates STM discovery by 
lowering the costs to find articles indexed by popular search tools, such as Google Scholar.

NOL Carry Forwards Can Aid With Taxes:

As of December 31, 2014, the company had a net operating loss carry forwards of ~$7M 
applicable to federal tax liabilities which expires in 2030. Additionally, the company has $4.6M which is 

http://finance.yahoo.com/news/research-solutions-reports-fiscal-second-210100110.html
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applicable to state tax liabilities expiring in 2020. We believe this NOL can used to help aid the company 
with future taxes.

Repurchase Program Can Bolster Shares:

On November 17, 2014, RSSS announced a $250K share repurchase program which can bolster 
share price appreciation. This further compounds management’s confidence in the company, while 
aligning their interests with shareholders. This is being conducted under an uncommon 10b5-1 buy 
program, that allows the company to buy shares when they otherwise would be prevented by doing so - 
such as during blackout periods.

Management: The Most Important Factor

The single most important factor when investing in microcaps is a company’s management team 
who have the direct ability to destroy or establish a company. We are confident in RSSS’s management 
team for several reasons. RSSS’s CEO Peter Derycz founded infotrieve in 2003 before selling it to 
private equity investors in 2003. Infotrieve operates in the same sector, while RSSS is rated higher in 
every category in the recent Outsell report. Further, CCC paid over $1.4B to publishers in the past ten 
years before acquiring Infotrieve. Mr. Derycz is a clear leader in the sector, and an asset to Research 
Solutions.

RSSS’s CFO Alan Urban previously served as the VP of Finance at Infotrieve, was CFO at 
ReachLocal (RLOC) and has over 20 years experience as a public accountant. The company’s leadership 
team features several more past key members at Infotrieve. As such they already have the experience 
required to work in the sector, and specifically at RSSS.

An Undiscovered Microcap:

Research Solutions has flown completely under-the-radar in the investment realm. With virtually 
no analyst coverage or commentary on the retail or institutional side, we believe investors have an 
opportunity to purchase shares prior to its widespread notice by investors on Wall St. and Main St. A less 
liquid company does pose risks, while positive news and management execution can send shares 
considerably higher. 

Central to SecretCaps’ investment thesis is finding companies whom are undiscovered, investing 
long enough for the company to execute and be noticed by the investment realm, and then gaining from 
selling shares to institutions afterwards.

High Insider Ownership Aligns Interests:

In addition to experience, insiders own 54% of the company, and institutions own 37% of the 
company. CEO Peter Derycz owns ~21% of the company and CFO Alan Urban owns ~1% of the 
company. High insider ownership by the company’s top managers and employees elements any principal 
agent problem and aligns management interest with shareholders.
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A Consolidating Industry:

As discussed earlier, Infotrieve was recently acquired by CCC for an undisclosed sum after the 
latter paid publishers nearly $1.4B in the past ten years. This was RSSS’s main and direct competitor, 
granted a much larger one. For this reason, we believe RSSS has the potential to be bought out in the 
future by CCC or another industry player attempting to get ahead in the sector. Google Scholar and other 
competitors also have the potential to purchase RSSS.

With a major player being purchased in the marketplace, purchasing RSSS at a considerably 
higher price would be an easy transaction by a larger player such as CCC. Although there are larger 
competitors in the marketplace, we believe RSSS will flourish due to its competitive and highly ranked 
Article Galaxy offering. Further, this could lead the company to be a potential takeover target by CCC, 
or even Google Scholar. The latter is not as aggressive a competitor, but is a large one, and can better go 
head to head with CCC and other competitors through the acquisition of RSSS.

Strong Financials Differentiate RSSS In The Microcap Space:

The microcap investment space is filled with companies who sport lackluster fundamentals and 
balance sheets filled with debt and questionable share structures. Research Solutions clearly breaks this 
trend with $1.8M in cash on an $18M market capitalization and no debt. 

Further, the company has not diluted shareholders as the company’s diluted shares outstanding 
has only increased by 285,078 Y/Y in the most recent quarter. This amount if in majority linked to the 
granting of 227,827 shares of restricted stock to employees.

Lack Of A Dilutive Overhang Benefits Investors:

Frequently, microcap companies will be filled with stock options and warrants which can be 
extremely dilutive to shareholders. Research solutions has its share of both, but at prices generally 
higher than the current share price. A look at RSSS’s outstanding stock options demonstrates that the 
bulk of these options are at 

(Source: RSSS 10-Q)
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prices higher than the current share price of $1. As such, investors today do not have to worry about 
being diluted away with stock options. 

Also, taking a look to RSSS’s outstanding warrants, all have exercise prices above the current 
share price. As such, investors today do not have to worry about being diluted through warrants either.

     
(Source: RSSS 10-Q)

Dilution is a key risk prevalent in many microcap companies. Dilution through stock options or 
warrants being negated in part protects investors from some or all of the dilution that can occur in a 
microcap company.

Risks: 

Research Solutions is a nano-cap stock, so investors should be aware of the risks that are 
associated with these types of companies including share price swings and liquidity risks. In addition, 
investors should be aware that an investment in RSSS will likely entail an investing style timeline of 1-2 
years. We believe the next main catalyst will be the company’s next quarterly earnings report. Further, 
any delay, or lack of growth with Article Galaxy is a main concern that investors should be aware of. We 
believe this latter risk is mitigated through the two past quarters of double digit Y/Y revenue growth and 
other growth initiatives.

Although liquidity could make purchasing shares difficult, we believe this is mitigated as any 
positive news could move shares considerably higher. With 54% insider ownership and 37% held by 
institutions, the actual trade-able float is small.

We believe some of the common risks associated with microcaps are mitigated with RSSS due to 
the company’s cash balance, higher margin transition into a leaner company, AG revenue growth, an 
adopted and competitive product and the company’s undervalued nature - all of which are hard to come 
by in a technology based microcap.

Conclusion: 

Research solutions is an undiscovered, growing microcap whose SaaS business model transition 
has gone undiscovered in the marketplace. Hidden through Y/Y revenue declines, a deeper look 
uncovers a higher margin, high growth transition that is currently underway. 

Article Galaxy is highly scalable with a massive reach and potential. The company’s growth will be 
derived mainly from an increased push into the $0.5B corporate market and $4.5B academic market - 
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the latter a new and untapped initiative deemed viable by 32% of new accounts in the 2Q of 2015 
coming from academia.

With $1.8M in cash the company has no need to raise funds, along with a repurchase program to 
bolster shares and and $7M Federal and $4.6M State NOL to help with taxes moving forward. High 
insider ownership and industry trends favoring the move from print to digital, in line directly with 
RSSS’s business transition, are very strong data points favoring the company’s success.

Projecting a conservative 10% revenue growth rate Q/Q for the 3Q and 4Q 2015 and a 20% FY 
growth for 2016, shares can earn $0.08 per share in 2015 and yield a 60% return. Investors could see far 
greater returns into 2016.

With the risks noted, Research Solutions is clearly one of our top microcap picks for 2015 and 
2016.

Additional Information: A recorded CEO / CFO interview is available at SecretCaps.com. All content 
is released and embargoed to SecretCaps members first.

––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
Disclosure: This article was provided strictly for informational purposes only. Nothing contained herein 
should be construed as an offer, solicitation, or recommendation to buy or sell any investment or 
security, or to provide you with an investment strategy, mentioned herein. Nor is this intended to be 
relied upon as the basis for making any purchase, sale or investment decision regarding any security. 
Rather, this merely expresses SecretCaps’ opinion, which is based on information obtained from sources 
believed to be accurate and reliable and has included references where practical and available. 
However, such information is presented "as is", without warranty of any kind, whether express or 
implied. SecretCaps makes no representation as to the accuracy, timeliness, or completeness of any such 
information or with regard to the results to be obtained from its use should anything be taken as a 
recommendation for any security, portfolio of securities, or an investment strategy that may be suitable 
for you.

SecretCaps, LLC (including its members, partners, affiliates, employees, and/or consultants) 
(collectively, "SecretCaps") along with its clients may transact in the securities covered herein and may 
be long, short, or neutral at any time hereafter regardless of the initial recommendation. All expressions 
of opinion are subject to change without notice, and SecretCaps does not undertake to update or 
supplement this report or any of the information contained herein. SecretCaps is not a broker/dealer or 
investment advisor registered with the SEC, Financial Industry Regulatory Authority, Inc. ("FINRA") or 
with any state securities regulatory authority. Before making any investment decision you should 
conduct thorough personal research and due diligence, including, but not limited to, the suitability of 
any transaction to your risk tolerance and investment objectives and you should consult your own tax, 
financial and legal experts as warranted.

This article is strictly for informational and educational purposes only, and is not investment advice.
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