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For Fiscal 2024 (ended 09/30/24) SideChannel reported revenues of $7.4 million, Net Income of <$904,000>.  

Those compared to our estimates of $7.66 million and <$772,000> respectively.  Overall gross margins were 

about 60 basis points better than we estimated. In short for the fiscal year and extending back to some of the prior 

estimates (obviously we adjust that with quarterly results), we have consistently overestimated revenues and 

underestimated gross margins, with operating expense in line with our estimates.  Perhaps most importantly, for 

the full year, the Company generated positive (and quarterly sequential) cash flow from operations.  As we noted 

in our last update, “we think management is dialed in to extracting financial performance out of every spot they 

can. Given the current environment where capital for small emerging companies is becoming more scarce and 

more expensive, we cannot emphasize enough the need for those companies to reduce burn and in turn their 

reliance on equity markets to fund working capital”.  To that end, in our view, the Company’s ability to generate 

positive operating cash, or more specifically to avoid dilution to finance burn, is especially positive for 

SideChannel on multiple fronts.  

First, cybersecurity threats continue to plague organizations of all sizes, and that trend is rising. (For instance, 

from a personal perspective over the past handful of months, we have received three letters from a healthcare 

organization, our telecom provider, and a state government administration informing us that our data had been 

breached…).   Further, while generative AI will likely be utilized to harden cybersecurity solutions, it will also 

most certainly be used by attackers to enhance their approaches. From the wide angle, we believe SideChannel is 

positioned to address some of those growing threats, both through their legacy vCISO business, as well as through 

their emerging Enclave microsegmentation/zero-trust technology platform.  

On a more granular level, while technically, SideChannel launched Enclave on 2HF22, the Company’s vCISO 

business has historically generated the preponderance of the revenues.  We submit, adoption of Enclave has been 

a bit slower than we (and ostensibly the street) had anticipated, but, given the Company’s capital constraints, and 

their focus on rightsizing the business to eliminate burn (a result of the capital constraints), their available 

resources to market Enclave have been limited. We think that factor aligns the methodical uptake of Enclave 

customers.  That said, they have been marketing Enclave, and we believe they are gaining momentum in that 

regard.   

On October 29, 2024, the Company released the following:  

SideChannel, the creator of the innovative zero-trust network microsegmentation solution Enclave, 

is proud to announce an initial contract win with a prominent defense research and development 

organization within the U.S. Department of Defense (DoD). The contract will see the 

implementation of SideChannel's Enclave solution to ensure secure communications, advanced 

segmentation, and enhanced network security. 

The DoD agency had been relying on legacy systems that were increasingly costly, unreliable, and 

hard to maintain. In search of a modern, more dependable solution to connect various systems and 

sites securely, the agency selected SideChannel's Enclave for its ability to create secure, isolated 

environments for sensitive communications and data. 

Enclave will enable the agency to transition to a zero-trust architecture, ensuring that only verified 

and authorized systems and users can communicate with one another across their network. Brian 

Haugli, CEO of SideChannel, commented on this important milestone: 

"We're thrilled to partner with such a forward-thinking organization within the DoD. This contract 

reaffirms SideChannel's commitment to delivering cutting-edge, secure communications solutions 

that reduce risk and improve operational resilience. Enclave is built for organizations that 

prioritize security, and we look forward to helping this agency achieve their zero-trust objectives." 
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Additionally, SideChannel's Enclave solution is now available through the GSA and NASA SEWP 

contract vehicles, making it easier for government agencies to acquire and deploy the technology. 

These procurement options streamline the process, allowing federal entities to quickly implement 

secure, scalable solutions like Enclave to meet their evolving cybersecurity needs. 

Clearly, the DoD represents a milestone reference customer for Enclave, but we believe there are other companies 

in the private sector that are in the process of adopting/implementing the platform as well. Succinctly, we submit, 

we do not have good visibility with respect to Enclave’s adoption, but we remain of the view that the platform 

provides effective and affordable cybersecurity functionality for a variety of potential organizations and 

enterprises and announcements like the one above regarding an “organization within the DoD”, provides 

validation of that view.  Below are some links to videos that may help explain that functionality.         

• Enclave - Simple Deployment of Microsegmentation | SideChannel 

• Enclave Demo by SideChannel | VPN Replacement | Vulnerability Scanning | Microsegmentation     

• Enclave Video | ZTNA | Zero Trust 

To summarize, recall, the Company has been wrestling with some outstanding ratcheting warrants that have 

effectively prohibited them from seeking additional capital to grow (market) both their vCISO business and 

perhaps more importantly, their Enclave platform.  They have been successful in exchanging some of those 

warrants for shares, but for reasons that are not clear to us, some of the warrant holders have chosen not to accept 

that exchange, which in our view has negatively impacted the Company’s growth. However, again, despite limited 

resources, management has been able to position the business to generate modest operating cash largely around 

the legacy vCISO segment, which means that traction with Enclave could provide an additional (and higher 

margin) layer of business that should provide sequentially growing results in revenue with expanding net margins 

and profitability.  Again, we submit visibility around that dynamic remains elusive, but we believe it is emerging, 

and with a small market cap (currently under $9 million), even modest Enclave traction should lead to 

extraordinary increases in the intrinsic value of the shares. As a result, we remain steadfast in our view that 

SideChannel shares represent compelling risk/reward potential from current levels. We think that view is 

supported by management’s ability to achieve positive operating cash flow from modest revenues thus reducing 

the risk profile of the operation, as well as by recent announcements reflecting the commercial validation of 

Enclave by notable early adopters. We also believe there are more of those to come. That said, we have adjusted 

our model to more acutely reflect the “lack of visibility of Enclave sales” mantra we noted above.  To translate, 

we have assumed slower adoption, which may or may not be the case, but still reflects our target, which is several 

multiples of the current stock price. Succinctly, we believe we can defend achievable scenarios that could reflect 

intrinsic values of 10X+ the current price of SideChannel shares.                         

As a result of the above, we increasing our allocation from 5 to *6 as well as reiterating our 12-24 month price 

target of $.23 as we continue to believe the next 12 months should provide improving positive visibility. We will 

revisit both of these as that visibility improves.                   

 

 

 

 

 

 

https://www.youtube.com/watch?v=VZILVYn00d0
https://www.youtube.com/watch?v=2Y21urCgdTw
https://sidechannel.com/enclave/enclave-video/
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Projected Operating Model 
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General Disclaimer:  

Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of it investor base. 

Our publications are for information purposes only. Readers should review all available information on any company mentioned in 

our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, as well as other 

regulatory filings. Trickle Research is not registered as a securities broker-dealer or an investment advisor either with the U.S. 

Securities and Exchange Commission or with any state securities regulatory authority. Readers should consult with their own 

independent tax, business and financial advisors with respect to any reported company. Trickle Research and/or its officers, investors 

and employees, and/or members of their families may have long/short positions in the securities mentioned in our research and 

analysis and may make purchases and/or sales for their own account of those securities.  David Lavigne does not own shares of 

SideChannel, Inc.  

Trickle Research co-sponsors two microcap conferences each year. Trickle Research encourages its coverage companies to present 

at those conferences and Trickle charges them a fee to do so. Companies are under no obligation to present at these conferences.  

SideChannel has paid fees to present at past Trickle co-sponsored conferences and we will encourage them to do so in the future.  

 

Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of 

Trickle Research is prohibited.   

All rights reserved.   

Portions of this publication excerpted from company filings or other sources are noted in italics and referenced throughout the report. 

 

Rating System Overview: 

 

There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 1 

“investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.  

Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with a rating of 1.  As 

a guideline, here is a suggestion on how to use the allocation system. 

Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  In 

simple terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, our goal 

is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, if you think you 

would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per stock (using the 

diversification approach we just mentioned, and the 20-stock coverage list we suggested and leaving some room to add to positions 

around allocation upgrades. We generally start initial coverage stocks with an allocation of 4.  Thus, at $1000 invested per stock and 

a typical starting allocation of 4, your “investment unit” would be the same $250 we used in the example above.   Thus, if we initiate 

a stock at a 4, you might consider putting $1000 into the position ($250 * 4).  If we later raise the allocation to 6, you might consider 

adding two additional units or $500 to the position.  If we then reduce the allocation from 6 to 4 you might consider selling whatever 

number of shares you purchased with 2 of the original 4 investment units.   Again, this is just a suggestion as to how you might be 

able to use the allocation system to manage your portfolio.  

For those attached to more traditional rating systems (Buy, Sell, Hold) we would submit the following guidelines. 

A Trickle rating of 1 thru 3 would best correspond to a "Hold" although we would caution that a rating in that range should 

not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating because the 

stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of our ratings.  

A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.  

A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range would 

indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of these. 


