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Fiscal Year: 
December 

2008A 2009E 09/08 
Change 

2010E 10/09 
Change 

Q1 (0.02) (0.04) - (0.01) - 

Q2 (0.01) (0.01) - (0.01) - 

Q3 0.00 (0.01)A - (0.00) - 

Q4 (0.02) (0.01) - 0.00 - 

Year (0.04) (0.07) - (0.02) - 

P/E NM NM NM  

EPS 

Fiscal Year: 
December 

2009E 
(MM) 

20010E 
(MM) 

10/09 
Change 

Q1 1.0 0.9 (7.1%) 

Q2 0.9 0.9 - 

Q3 0.9 1.2 25.6% 

Q4 0.9 1.3 47.7% 

Year 3.7 4.3 18.0% 

xRev 3.2x 2.7x 

Revenue 

TRADING DATA 

52-Week Range: $1.04—0.15 EBITDAS (MM) FY10E: ($0.2) 

Market Cap. (MM): $11.7 Enterprise Value (MM): $16.3 

Shares Outstanding (MM): 16.8 EV/EBITDAS FY10E NM 

Estimated Float (MM): 8.0 Cash Per Share: $0.03 

Insider Ownership 47% Book Value Per Share: $0.03 

Average Volume 12,000 Total Debt (MM): $0 

VALUATION DATA 

Company Description: Mitek Systems is a provider of recognition and document capture technology used to proc-
ess check deposits and to detect check fraud as well as smartphone mobile business applications. The company’s 
technology is based on OCR/ICR recognition engines that are used to compare and evaluate authenticity.  

• Mitek has transformed itself into a leading provider of mobile business applications.
Leveraging software technology to process check deposits and to detect check fraud, Mitek
is building a suite of mobile applications called Oomph (Office On My Phone).

• Mitek’s Mobile Deposit application has potential to dominate the emerging market for
mobile deposit capture. We believe the mobile deposit capture market will grow into a
$100 million market opportunity by 2016.

• We believe Bank of America and a second major bank are scheduled to begin pilot
launches of Mobile Deposit. We believe the company is also in varying levels of discus-
sion with several other large banks to begin trials of Mobile Deposit.
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• OEMs are embracing Mobile Deposit. We believe this provides a major validation of 
the company’s solution. Leading OEMs integrating Mobile Deposit into their remote de-
posit capture include NCR and Fiserv.  

 
• Two Oomph applications were successfully launched in 4Q09. Mitek launched Mo-

bile Receipt and Mobile Phax during 4Q09 and plans to release three additional mobile 
applications over the next three quarters.  

 
• We believe Mitek’s OCR technology holds a competitive advantage in mobile ap-

plications. Oomph applications will come equipped with OCR in 2010 enabling auto-
mated field population versus manual data entry required in competitive products. 

 
• We believe Mobile Deposit will propel FY12 revenue to $11.4MM. Based on this esti-

mate we believe the company will report diluted FY12 EPS of $0.18. 
 
• We are initiating coverage of Mitek Systems with a Buy rating and 12-month price 

target of $3.25. 
 
 
Investment Overview 
 

Mitek Systems continues to make progress in its transition to mobile business applications 
from check fraud detection software. Despite its undisputed rank as the Number One solu-
tion for check fraud detection, processing more than 10 billion checks annually, the economic 
downturn and accelerating consolidation of financial institutions has pressured revenue. 
Revenue plunged from $6.6MM in FY05 to a current run-rate of $3.6MM. Recognizing the 
continued decline of check processing in the back office, Mitek has applied its expertise in 
character recognition software to the development of smartphone business applications. The 
enactment of Check 21 which authorized the processing of substitute, or imaged checks, and 
the emergence of the smartphone as a mobile business tool led to the development of Mo-
bile Deposit in 2008. Following the launch of Mobile Receipt and Mobile Phax in 4Q09, Mitek 
enters 2010 as a leader in mobile business applications.  
 
Mitek began its transition to mobile applications with Mobile Deposit, an application that al-
lows users to remotely deposit checks using their smartphone camera. Since that time, the 
company has continued development of mobile business applications designed initially for 
the iPhone under its Office On My Phone (Oomph) suite. Today, the company has success-
fully launched an expense report and receipt archival application called Mobile Receipt and a 
mobile document scanning tool called Mobile Phax. Mitek has three additional applications 
scheduled to launch over the next three quarters: Mobile Copy, Mobile Contact and Mobile 
Merchant to round out its Oomph suite. 
 
We believe Mobile Deposit has the potential to radically transform check deposit, par-
ticularly by small to mid-size businesses (SMBs). As consumers embrace sophisticated com-
munications technology such as smartphones and financial institutions seek cost savings 
following the damage of a two-year recession we believe there is a grand union of demand 
and necessity driving mobile banking. Demand derives from consumers seeking greater con-
venience and control over their bank accounts and necessity is the result of bank ROI con-
siderations that look beyond branch building to provide cost effective customer service. 
 
We believe the number of active mobile banking users will rise to approximately 10MM in 
2009 and will continue to grow at a 3-year CAGR of 50%. Bank of America reported 3.5MM 
mobile banking users in September 2009, an increase of more than 1.5MM over just the past 
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six months. We believe the majority of other major banks trail BofA in mobile but will rapidly 
follow-suit over the next three years vaulting the total number of mobile banking users to 
33.8MM. As a mobile banking feature, we believe Mobile Deposit will experience rapid 
adoption over this period as customers move from a “mobile banking lite” version to more 
sophisticated services that include mobile check deposit.  
 
Mitek is positioning itself for the future through its Oomph suite of mobile applications. The 
mobile business application market has been spearheaded by the Apple iPhone and App 
Store and has grown dramatically since its debut. After recording its one billionth application 
download on App Store in April 2009, nine months after launch, Apple announced its two 
billionth download just four months later. Wireless Expertise estimates that the worldwide 
market for mobile applications will grow to more than $4.5 billion in 2009.  
 
Since its launch in July 2009, Mobile Receipt has consistently ranked in the Top 10 on App 
Store for mobile business applications. However, we believe Mitek plans to target its Oomph 
application suite to the SMB market. We believe Mitek’s “killer app” will be the incorpo-
ration of its proprietary OCR technology, originally developed for check fraud detection, 
into its mobile applications. Mitek’s OCR will automatically populate expense reports from 
scanned receipt images in Mobile Receipt. We believe this will separate Mitek’s applications 
from competitive products that require manual data entry, and bring to life new applications 
such as Mobile Contact, a mobile contact manager. We expect OCR will be available in all 
Mitek mobile applications in mid-2010. 
 
We believe Mitek could become the dominant player in mobile deposit technology. 
The company is currently benefitting from a first-to-market advantage and has a patent 
pending for the mobile deposit capture process. We believe mobile deposit capture will grow 
into a $100MM market opportunity by 2016 in an emerging market for “mobile payment” that 
will encompass all forms of smartphone payment including credit cards. The company is 
considered a trusted source through its many years of providing banks with reliable check 
fraud detection and leading OEMs such as Fiserv and NCR have moved to integrate Mobile 
Deposit into their mobile banking solutions. We estimate Mitek’s FY10 revenue of $4.4MM 
will revive to $6.8MM in FY11 and grow a further 67% in FY12 to $11.4MM as financial insti-
tutions begin to adopt Mobile Deposit. We are largely treating Oomph mobile applications as 
an upside opportunity to our estimates as the company seeks potential enterprise partners. 
 
Mitek will need to raise financing over the next 12 months to continue in operation. How-
ever, we believe the company has ample related party resources to sustain operations and 
will be able to successfully complete a small financing prior to a formal bank launch of Mo-
bile Deposit. We believe Mitek will become cash flow positive in 4Q10 and will be able to 
profitably finance its operations into the future. 
 
We are initiating coverage of Mitek Systems with a Buy rating and 12-month price tar-
get of $3.25. We acknowledge that the company has several near-term challenges includ-
ing financing and the market acceptance of Mobile Deposit. However, we believe Mitek has 
significantly lowered its break-even run-rate, which we currently estimate at $1.2MM per 
quarter, such that incremental revenue from new products will begin to outpace legacy reve-
nue declines and minimize cash burn. The company has significant operating leverage and 
we believe a broad launch of Mobile Deposit by just one major bank will drive substantial 
increases in EPS. In addition, we believe that if the company can establish and defend its 
intellectual property in mobile deposit capture there is significant value to investors as the 
dominant player. Our price target of $3.25 is based on 25x our discounted FY12 estimate of 
cash flow estimate of $4.5MM. 
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Business Overview 
 

Mitek Systems is a provider of recognition and document capture technology used to detect 
check fraud as well as to power smartphone mobile business applications. The company's 
software is in operation at virtually all of the major U.S. banks and is involved in the process-
ing of approximately 10 billion checks annually.  
 
Mitek has sought to leverage its technology and deep customer relationships to enter the 
rapidly growing market for smartphone mobile business applications. Following the January 
2008 launch of Mobile Deposit that enabled remote check deposit for mobile banking, the 
company has developed and launched two mobile applications for the Apple iPhone: Mobile 
Receipt and Mobile Phax.  
 
The company operates along two primary product lines tied together by its ImageNet soft-
ware technology: 1) legacy Check Fraud Detection and 2) “Oomph” Mobile Applications that 
consist of Mobile Deposit and mobile business applications. 
 
Company History 
 

Mitek Systems began as a hardware security company during the Cold War providing spe-
cialized insulation systems, such as copper shielding, to government agencies and contrac-
tors to protect hardware data transmission. Mitek solutions were designed to prevent enemy 
intelligence from using directional radios to monitor electronic data transmission across 
computers, scanners, faxes and printers. The end of the Cold War led to a sharp decline in 
demand for Mitek’s security solutions.  
 
In November 1992 Mitek Systems purchased the Intelligent Character Recognition (ICR) 
technology assets from HNC Software transforming the company’s business into document 
image processing and recognition. The company combined ICR which is used by computers 
to recognize handwriting in scanned documents and OCR which is used by computers to 
recognize typed text to provide recognition technology for bank check processing. 
 
Mitek software emerged as the industry standard among banks for check fraud detection 
through its ImageNet software technology. The company’s technology is used to processes 
approximately 10 billion checks per year and is used by virtually all major U.S. banks. Ima-
geNet is also used in specialized applications such as absentee ballot signature ID verifica-
tion in the U.K., and truck and container movement tracking at ports through alphanumeric 
character recognition. 
  
IMAGENET: THE MITEK ENGINE 
Mitek’s proprietary ICR and OCR software technology is called ImageNet. Combining more 
than 150 man-years of development, ImageNet powers the sophisticated computer recogni-
tion of handwritten and machine printed characters in scanned documents. In addition to its 
core application of fraud prevention used to detect forged signatures and counterfeit checks, 
ImageNet is currently being applied to the development of mobile business applications that 
extract information from checks, bills, forms, and contracts, as well as digital photos and 
video.  
 
ImageNet software is used to determine specific document types through the recognition of 
key words. The software can extract data from various fields for application-specific data-
base input. Once a unique file has been created, the software automatically attributes sub-
sequent matching scans to the file by recognizing unique alphanumeric patterns such as 
social security numbers and addresses. 
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Historically, banks have been the primary users of ImageNet in analyzing checks for fraud 
and expediting the depositing process. Mitek’s specialized ImageNet FraudProtect Web 
toolkit is used to detect fraud by recognizing forged signatures and counterfeit checks. The 
toolkit also matches the name on the check to the account information listed on the bottom 
of the check and can expedite depositing by capturing account information and check 
amount. 
 
Mitek has applied its ImageNet technology to create a set of recognition toolkits. Specific 
toolkits include: 1) FraudProtect Web which is the company’s flagship solution for the U.S. 
banking industry to detect check fraud, 2) Signatures, a validation toolkit that utilizes ICR 
technology to extract signatures for authentication, 3) Data Capture, which automatically 
extracts data from documents using a combination of Mitek’s ICR, OCR, and Optical Mark 
Recognition (OMR), and 4) Photo and Video which recognizes and extracts data captures 
from various photo and video sources. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
Other important toolkits include ImageNet Payments and IMagePROVE: 
 
ImageNet Payments 
ImageNet Payments is Mitek’s check processing platform used by banks for large batch 
processing obviating the need for manual set-up. The Payments toolkit enhances images by 
fixing broken characters, separating overlapping characters, and providing clean-up such as 
artifact removal during the scanning process. This enhancement process automatically dis-
tinguishes between personal and business checks and ensures that check scans meet 
Check 21 guidelines for electronic images. The Payments toolkit can process up to 85% of 
the personal checks and 95% of the business checks scanned, significantly reducing the 
number of checks that require personal inspection. 
 
The Payments toolkit performs Courtesy Amount Recognition and Legal Amount Recogni-
tion (CARLAR). CAR examines a check and digitally extracts the dollar amount found in the 
box on the right-hand side. LAR digitally extracts the check dollar amount that is written be-
low the addressee line. A CARLAR process compares both dollar amounts to provide check 
verification. Payments also processes the numeric Magnetic Ink Character Recognition 
(MICR) line on the bottom of a check which identifies the financial institution, account num-

*Source: Company reports 

Exhibit 1 
MITK: ImageNet ICR signature verification 
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ber and check number. MICR is printed in both a unique character font and, as the name 
implies, a special magnetic ink that was originally used prior to optical to process checks 
through magnetic scanners. 
 
IMagePROVE 
IMagePROVE is Mitek’s latest generation preprocessing technology that has enabled the 
company to develop and launch its new mobile application suite for the smartphone called 
Office on My Phone (Oomph). Further innovation to ImageNet provides the engine for IM-
agePROVE enabling the software to recognize an image against background (see Exhibit 2) 
and then adjust and crop the image to reduce imperfections due to variations in lighting, 
camera angle, and focal distance. This mobile document capture technology effectively 
turns the camera feature of a smartphone into a mobile document scanner by correcting 
document distortions inherent in the imaging process of cell phone photography. IM-
agePROVE is a key component of Mitek’s pioneering Mobile Deposit application enabling 
subscribers to wirelessly deposit imaged checks using a smartphone. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

*Source: Company reports 

Exhibit 2 
MITK: IMagePROVE background captured image 
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Check Fraud Detection and Processing 
 

Check Fraud Detection and Processing is a legacy business for Mitek. The company is the 
leading provider of check detection and fraud protection technology to financial institutions 
processing more than 35% of all of the checks written in the U.S., or approximately 10 billion 
checks annually. Mitek’s ImageNet software is used by banks to determine the authenticity 
of check signatures and to recognize counterfeit checks. Processed checks are assigned a 
security confidence level with footnotes provided for checks flagged as suspicious.  
 
The company's software is found in operation at virtually all of the major U.S. banks includ-
ing each of the Top 5 and is installed through large OEMs partners including NCR, Fiserv 
and FIS. The substantial majority of Mitek’s revenue is generated from fraud detection with 
35% of FY08 revenue coming from international customers.  
 
Mitek’s legacy business has decreased sharply since 2007 due to bank consolidation and 
the downturn in the economy as well as continued contraction in check usage. A 2007 Fed-
eral Reserve Payments Study showed a 6.4% CAGR decline in the number of checks used 
in payment over the past three years. A growing consumer shift to electronic banking, spe-
cifically online bill pay, is a key factor in the reduction of check processing. As a result, we 
estimate Mitek’s annual run-rate will fall to $3.6MM from a height of $6.6MM in FY05.  
 
Despite the contraction in check fraud detection revenue and company’s new focus on mo-
bile applications, we believe Mitek continues to seek to expand its installed base of Ima-
geNet recognition toolkits into the financial industry. The company is focusing on expanding 
its base of imaging and character recognition detection solutions to bank customers through 
its key OEM relationships. 
 
We view fraud detection as a legacy business for Mitek as the number of banking customers 
decline and lower bank profitability adds to pricing pressure. While we expect Mitek to con-
tinue to invest in the fraud detection business, we believe the company’s growing focus on 
mobile applications will limit resources devoted to this business. We believe the company 
has a vested interest in maintaining its high level of customer satisfaction within the banking 
industry as relationships with bank OEMs become a vital part of its launch strategy for Mo-
bile Deposit.  
 
 
Mobile Applications-Oomph 
 

Mitek is currently developing a suite of mobile applications for smartphones called Office on 
My Phone (Oomph). Mobile applications for Oomph consist of Mobile Deposit and two re-
cently launched mobile business applications called Mobile Receipt and Mobile Phax. 
Oomph applications utilize the company’s proprietary IMagePROVE mobile document cap-
ture software leveraging the camera feature of smartphones to provide unique solutions for 
business professionals.  
 
The January 2008 launch of Mobile Deposit marked the arrival of the first mobile solution to 
address remote deposit capture. Mobile Deposit allows mobile banking customers to cap-
ture a check image with a smartphone camera and remotely deposit the check into a bank 
account, a process called “mobile deposit capture.” In 2009, the company launched two 
Oomph mobile applications for the Apple iPhone: Mobile Receipt and Mobile Phax. Cur-
rently available on the Apple App Store, Mobile Receipt is an application that is used to ar-
chive receipt images and produce expense reports. Mobile Phax, available for both the 
iPhone and Blackberry, is a scanning application that captures and transmits documents via 
fax and email. Mitek is planning to launch three additional applications over the next several 
quarters: Mobile Contact, Mobile Copy, and Mobile Merchant. 
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We believe the market for mobile applications has come of age and is set to enter a hyper 
growth stage as a result of several catalysts including mass consumer adoption of camera-
equipped smartphones and the phenomenal rise of the Apple App Store. In addition, we 
believe the mobile banking market is finally gaining traction with rapid adoption trends at 
Bank of America and the launch of a mobile deposit solution from USAA.   
 
CATALYSTS FOR MITEK’S MOBILE APPLICATION ADOPTION 
 

Several catalysts have converged over the past few years to drive mobile application adop-
tion rates in the U.S. and we believe the market has reached critical mass for businesses 
targeting mobile users. We believe the catalysts outlined below and Mitek’s deep relation-
ships in the banking industry create an opportunity for the company to gain significant trac-
tion in the mobile application market.  
 
Smartphone adoption 
Smartphones are the primary driver of mobile application usage. The latest generation of 
smartphones enable sophisticated mobile applications to leverage wireless connectivity, 
data processing, and camera-based document capture. Adoption of smartphones continues 
to sharply increase both in the U.S. and globally despite an overall contraction in handset 
volumes during 2009.  
 
Nokia, with its Symbian operating system, remains the worldwide smartphone leader with a 
market share of 45%. Gartner estimates 2009 sales of smartphones will grow 20% world-
wide to 175 million units. We believe smartphones presently comprise 17% of all phones in 
the marketplace and have the potential to grow to more than 30% by 2015.  
 
In the U.S. market, Blackberry and Apple’s iPhone dominate with a combined 2009 share of 
76%. We estimate that 90% of all smartphones shipped in the U.S. run on either Blackberry, 
Apple, Microsoft or Google’s Android operating systems. This fact coupled with the dramatic 
rise of Apple’s App Store has led Mitek to initially target the iPhone for its mobile application 
launch strategy. Mitek plans to add Blackberry, Microsoft’s Windows Media and Android 
enabled smartphones to its mobile application suite by mid-year 2010. 
  
The camera feature of smartphones empowers Mitek document capture technology, a criti-
cal element of its mobile applications. Mitek applications require camera resolution of two 
megapixels or greater to achieve sufficient image clarity for document capture. Higher reso-
lution phones produce correspondingly greater image quality and improved application per-
formance. SpecTRAX reported in July 2009 that average camera resolution had risen to 3.2 
megapixels from 1.5 megapixels in early 2007. We believe Mitek mobile applications will 
experience minimal near-term smartphone compatibility issues in the market due to 1) cur-
rent growth in camera resolution and 2) mobile application usage dominated by “techies” 
that tend to adopt the latest wireless services. 
 
Mitek views smartphones as a productivity tool and has launched its Oomph mobile applica-
tion suite as a method of solving practical problems with a smartphone camera. We believe 
the growing rate of smartphone adoption both in the U.S. and worldwide with correspond-
ingly greater features provide the strongest catalyst for mobile application growth. 
 
Apple App Store 
Apple has almost singlehandedly provided the catalyst for the consumer embrace of mobile 
applications. Following the launch of the Apple App Store in 2008, more than two billion ap-
plications have been downloaded from its site. App Store dwarfs the competition with 
85,000 applications available as of September 2009, far in excess of the less than 10,000 
available on Blackberry App World despite its greater than two-to-one U.S. handset share.  
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Application stores offered by competing carriers are in varying stages of launch with Nokia’s 
Ovi Store, one of the oldest, having launched in August 2007. The world’s Number Two 
handset maker Samsung launched its Application Store in September 2009 and hopes to 
have 2,000 applications available by year-end. Google’s Android Market launched in late 
2008 and lists approximately 10,000 applications. Expectations are high for Windows Mar-
ketplace for Mobile that will seek to improve the Apple App Store application developer ex-
perience with favorable pricing and a more user friendly return policy. 
 
Regardless of app store competitive advantages, growing competition among carriers is 
expected to propel worldwide growth of mobile applications. Wireless Expertise estimates 
the global market for mobile applications will reach $4.7 billion in 2009 and grow to more 
than $16.5 billion by 2013. This exponential growth provides the critical mass for developers 
such as Mitek who market applications directly through online stores. We believe the tre-
mendous growth seen by app stores is another primary catalyst that will drive adoption of 
Mitek mobile applications over the coming years. 
 
Check 21 Act 
A fundamental change in the processing of checks took place with enactment of the Check 
Clearing for the 21st Century Act, or “Check 21.” The Act was passed on October 28, 2003 
and become effective one year later. By authorizing the electronic processing of checks, 
Check 21 has made possible most of what we consider today to be convenience checking. 
From individual online bill payment to more sophisticated services such as remote deposit 
capture by SMB customers, Check 21 has made the digital check revolution possible.  
 
Check 21 allows banks to perform four key processes: 

• Conversion of original paper checks into electronic images 
• Check truncation (removal of original paper check from collection or return process) 
• Electronic processing of check images 
• Creation of a "substitute check" for delivery to banks that do not accept checks elec-

tronically, also called an Image Replacement Document (IRD) 
 

These four processes are designed to enable banks to handle checks electronically, save 
the considerable time and expense of manual transportation and processing of checks, and 
provide convenience to banking customers.  
 
Check 21 has ushered in a new era of banking collectively bringing the industry into the 
electronics and Internet age. Today, all major banks and most regional and community 
banks offer their customers electronic check features such as bill pay and direct deposit. 
SMBs have increasingly embraced the savings and convenience aspects of online banking. 
The advent of online remote deposit capture, now in service at all major banks, allows 
SMBs to scan, transmit and deposit checks directly over the Internet. 
 
We believe Check 21 is a catalyst for the long-term adoption of mobile banking. Mitek’s Mo-
bile Deposit takes advantage of Check 21 allowing users to capture, transmit and deposit 
checks with smartphones. We believe Mitek’s Mobile Deposit is one of the first mobile bank-
ing applications to take advantage of Check 21. 
 
Migration from Online to Mobile Banking 
Online banking has grown dramatically since its debut in 1995. We believe the number of 
households using online banking services stands at more than 70 million, up 3% from 2008. 
This growth has been fueled by sharp increases in the number of banks offering online 
banking, as well as growing Internet usage, broadband speeds and online security. In addi-
tion, the cost of online banking service has plunged from approximately $20 per month in 
2000, to an average of $7 per month in 2005, and is now primarily offered as a free service. 
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Despite the loss of revenue, banks continue to benefit from online banking via higher cus-
tomer retention rates, deposit growth and lower branch traffic for routine banking services. 
 
The enactment of Check 21 forged a new era for online banking with the creation of remote 
deposit capture (RDC). RDC allows online banking customers, primarily SMBs, to remotely 
deposit scanned checks over the Internet. Industry estimates suggest more than 50% of all 
U.S. banks offer RDC service to customers allowing it to be characterized as the “most rap-
idly adopted technology in the history of the U.S. financial services industry.” It is estimated 
that roughly 4,500 banks and credit unions currently offer RDC to customers and this num-
ber is expected to grow sharply over the coming years.  
 
Large banks such as Wells Fargo and BofA were early adopters of RDC to provide greater 
convenience to business customers. Wells Fargo reported that as of May 2009 its business 
customers had in four years electronically deposited a total 468 million checks worth $1 tril-
lion. We believe the number of Wells Fargo customers using online banking will growth to 
more than 12MM in 2009 (see Exhibit 3 below). The financial consulting firm Celent esti-
mates there are approximately 500,000 commercial users of RDC and an additional 
450,000 consumer users. Celent estimates that the number of SMB RDC users will jump 
400% to more than two million users by 2012 and surge to five million users by 2014. 
 
The market potential of RDC remains large with SMBs the primary customer due to their 
large volume of check processing. The number of SMBs with a checking account in the U.S. 
is more than 27 million. Celent reported that the majority of small businesses receive five or 
fewer checks per day but that checks represented more than 70% of total receivables. Com-
munity and regional banks have worked hard to maintain SMB customers and have adopted 
RDC as a means of 1) increasing geographic reach and 2) reducing branch visits for check 
deposit. 
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Exhibit 3 
Wells Fargo Customer Adoption of Online Banking 
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To be sure, the cost to implement online RDC remains relatively expensive. Traditional 
scanners used in RDC by SMBs range in cost from $250 to $300, plus shipping. Users must 
also have a PC, Internet connectivity and a suitable office footprint to process and submit 
deposits. We estimate banks, on average, charge $50 per month for RDC service and ap-
proximately $0.10 per deposited item. In addition, scanner shipping time, bank software set-
up and training, and maintenance can be major factors. We estimate user costs to perform 
RDC can total as high as $1,000 per year. 
 
Enter the age of mobile banking. Mobile banking has prospered with the advent of smart-
phones enabling ever greater convenience, security and ease of use. As the adoption of 
online banking slows, mobile banking is seeing a burst of growth thanks to early adopters 
such as banking giant BofA. We believe the number of mobile banking customers in the 
U.S. will grow in excess of 100% in 2009 to approximately 10MM, up from 4.9MM in 2008. 
BofA reported in early November that its mobile banking user base reached 3.5MM, or 35% 
of total mobile banking users in the market (see Exhibit 4 below). As mobile banking appli-
cations grow from “banking lite,” simple services such as balance inquiries, branch location 
finders, and intrabank fund transfers, to more sophisticated applications such as opening 
new accounts, account alerts, mobile statements and RDC, we believe the number of users 
will continue to climb sharply.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
We believe strong growth in online RDC and the rapid adoption of mobile banking bodes 
well for emergence of mobile RDC, or the “mobile deposit capture” market in 2010. After a 
period of relative quiet following the launch of Mobile Deposit in January 2008, we believe 
Mitek is now experiencing substantial interest from major banks. We believe BofA’s upcom-
ing pilot trial of Mobile Deposit is a watershed event and will serve as a strong catalyst for 
competitive bank adoption. We believe mobile deposit capture will grow into a $100MM mar-
ket opportunity by 2016. 

*Source: Company reports, California Equity Research 

Exhibit 4 
Bank of America Customer Adoption of Mobile Banking 
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Mitek Intellectual Property 
Mitek presently holds six U.S. patents and has one patent pending. Four of its patents are 
related to check fraud detection and involve the system and method of using Signature Vali-
dation. 
 
The company filed a patent on December 30, 2008 for its mobile deposit capture technology 
used in Mobile Deposit. The patent consists of four utility applications each of which contain 
approximately 30 claims: 

• Mobile deposit systems using checks 
• Mobile deposit systems using documents 
• Methods of mobile capture and processing of checks 
• Methods of mobile capture and processing of documents 

 
We believe strong patent protection covering mobile deposit capture is a critical element of 
securing Mitek’s innovative and pioneering work in Mobile Deposit. We believe the com-
pany’s initial patent strategy is to file as broad a series of claims as possible to achieve 
blanket coverage for the roll-out of Mobile Deposit and its other mobile applications. Under 
the current timeline we believe Mitek will be in a position to gain a patent for mobile deposit 
capture in 2H10.  
 
OEM Partners 
Mitek has established a leading channel of OEM partners built during its history of providing 
check fraud detection solutions. Based on the strength of its relationships, we believe Mitek 
has been able to successfully transition to mobile applications such as mobile deposit cap-
ture with the support of its OEMs. Financial institutions typically purchase integrated solu-
tions from bank OEMs rather than as standalone products from companies such as Mitek. 
Leading integrated solutions providers that serve the banking industry include FIS, Fiserv 
and NCR. In 2009, the company signed several OEM partners to integrate Mobile Deposit 
including Fiserv, NCR, RDM, and J&B.  
 
In February 2009, RDM was first to announce that it had incorporated Mobile Deposit into its 
Image & Transaction Management System suite of RDC products. J&B followed suit in April 
placing Mobile Deposit into its eCapture solution. 
 
Market leading OEMs Fiserv and NCR completed Mobile Deposit integrations of their own in 
what we believe is the strongest endorsement yet of the company’s lead in mobile deposit 
capture. Fiserv agreed to offer Mobile Deposit to its more than 1,100 financial-institutions 
currently using online RDC. Fiserv expects heavy check acceptance businesses such as 
home-appliance repair and food and beverage operations to be particularly interested in 
mobile deposit capture. NCR will integrate Mobile Deposit software into its APTRA Passport 
family of RDC solutions. We believe Mitek will add additional OEMs over the coming quar-
ters as channel partners recognize the company’s lead in mobile deposit capture.  
 
Banking Relationships 
Mitek provides fraud detection services to the vast majority of financial institutions in the 
U.S., including each of the Top 5 banks. As a trusted provider of fraud detection solutions 
for more than 15 years Mitek has built strong relationships with its bank end-users. Working 
through its OEM channel, bank customers recognize the Mitek name and understand the 
efficacy ImageNet OCR/ICR solutions bring to security against fraud as well as check cap-
ture and transmittal. We believe this long history of service provides a catalyst for adoption 
of Mobile Deposit solution. 
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Mobile Deposit 
 

Mobile Deposit is a mobile banking application that allows camera equipped smartphone 
users to remotely deposit checks into their bank account. This application, known as mobile 
RDC or mobile deposit capture, allows users to deposit checks by keying in the dollar 
amount of the check, image both sides of the check using a smartphone camera, and elec-
tronically submit the transaction into a bank account (see Exhibit 5). Currently available for 
the iPhone and selected Blackberry and Windows Mobile handsets, we believe Mitek is sup-
porting pilot launches of Mobile Deposit with Bank of America and a second major unnamed 
bank. We believe other leading candidates for Mobile Deposit are Chase, Wells Fargo, US 
Bank, Citi, BB&T and PNC as banks with the highest customer adoption of mobile banking 
service according to comScore. Mobile Deposit is offered to banks through the company’s 
OEM partners Fiserv, NCR, J&B, and RDM. We believe Mobile Deposit has the potential for 
formal launch with a banking customer in summer 2010. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
Market Opportunity 
We believe the market opportunity for mobile deposit capture is vast and will likely track 
closely the growth of mobile banking. The number of users migrating to mobile banking con-
tinues to grow on an exponential basis as many individual depositors and small to mid-size 
businesses (SMBs) seek greater convenience and control over their accounts. We also be-
lieve users will continue to gain confidence in wireless banking security as has been the 
case with online banking. We expect the number of mobile banking users will jump 100% to 
10MM in 2009. We believe this market can grow conservatively at a 50% CAGR over the 
next three years to 33.8MM users. Much of this growth will come as banks move from a mo-
bile “banking lite” list of services such as balance inquiries, branch location finders, and in-
trabank fund transfers, to more sophisticated applications such as opening new accounts, 
account alerts, mobile statements and mobile deposit capture. We believe there is also a 
strong ROI consideration for banks to offer mobile banking as outlined on Page 16.  

*Source: Company reports 

Exhibit 5 
MITK: Mobile Deposit check capture and submission 
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The nascent stage of mobile banking, taking its roots in early 2007, has made it challenging 
to forecast user adoption of mobile deposit capture. We believe there are two comparables 
that have provided user information to gain a sense of the opportunity. BofA continues to 
actively provide detail on the growth of its mobile banking customers since its May 2007 
launch and USAA has provided details on the August 2009 launch of its Deposit@Mobile 
service for mobile banking users. 
 
BofA Mobile Banking 
Bank of America’s move to begin testing Mobile Deposit with mobile banking customers was 
characterized in American Banker as a “game changer” and catalyst for leading banks to 
follow-suit. We believe BofA is testing Mobile Deposit as an upgrade for current mobile 
banking customers who use iPhone and the bank plans to expand its test to users of Black-
berry and Google’s Android operating system over the coming quarters. With 59 million cus-
tomers overall, including 4 million SMB customers, we believe Bank of America has taken 
the lead in mobile banking.  
 
At a recent conference BofA indicated it had 3.5 million customers using mobile banking at 
the end of 3Q09. This is up from two million users in 1Q09 and one million users in 2Q08. 
Exhibit 4 on Page 11 shows the adoption of BofA’s mobile banking service since 2007 and 
includes our own estimates of 7.6 million users in FY10 and 11.4 million users by the end of 
FY11.  
 
USAA Mobile Banking 
On August 11, 2009 USAA, a Texas-based financial institution with 7.2 million customers, 
was first to market with a mobile RDC application for the iPhone called Deposit@Mobile to 
its more than one million mobile banking users. We believe USAA currently has 400,000 
mobile banking customers using iPhone. We believe USAA made use of Mitek technology 
to complete the mobile capture element of the service. USAA reported that within six weeks 
of its RDC launch it had experienced 270,000 downloads and had 40,000 active users that 
deposited 100,000 checks. USAA reported that on September 30, 2009 a record $2.2MM in 
funds were deposited by RDC users. USAA is offering its mobile RDC service free to cus-
tomers and plans to roll-out the service to Blackberry users in February 2010. 
 
Estimated Adoption of Mobile Deposit 
Looking at these two mobile launches is instructive. Within two years of its mobile banking 
debut BofA reported 5.9% of its banking customers had adopted mobile banking. BofA is 
widely considered an early adopter of new services which indicates that this 5.9% adoption 
rate over two years will likely be at the high-end of comparable bank adoption. However, 
USAAs one million users of mobile banking represent an adoption rate of 13.9%. We be-
lieve the 135% differential between adoption rates indicates a much higher motivation of 
USAA customers which we believe is attributable to the lack of individual USAA branches 
and the overseas geography of many of its military customers. Thus, we believe the highly 
promising initial launch of Deposit@Mobile and its six-week, 10% adoption rate among 
iPhone banking users, representing 4% overall adoption of its mobile banking users, is 
above market.  
 
We believe BofA is planning a pilot launch of Mobile Deposit prior to calendar end 2009. 
This pilot coupled with a second pilot from a major unnamed bank could result in the launch 
of Mobile Deposit during the company’s 3Q10 (June quarter). Estimating that BofA’s mobile 
banking customer base will grow from 3.5 million currently to 6.0 million users by June 2010, 
Mitek could be in a position to have 120,000 Mobile Deposit customers within the first six 
weeks, representing a 2% adoption rate. We believe the total number of users in the June 
quarter will be 145,000 as the initial novelty of adoption slows over the balance of the quar-
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ter. Based on an expected 800,000 new mobile customers per quarter, we believe BofA 
could add an incremental 16,000 new users, or 2% per quarter in addition to our estimate of 
1% adoption of new users from its mobile base. This estimate does not take into considera-
tion a potential spike in mobile banking adoption from BofA customers looking to take ad-
vantage of the Mobile Deposit service. Extrapolating these numbers forward, we believe 
BofA alone could possess 425,500 Mobile Deposit users in Year 1 (period from June 2010 
to June 2011). We believe this number could grow to 940,000 by Year 2 and more than 1.5 
million in Year 3 (see Exhibit 6).  
 

 
 
 

These estimates take into account a number of favorable assumptions such as BofA’s ag-
gressiveness in launching a mobile deposit capture application with corresponding customer 
awareness efforts, nominal or no fees to users (a move we believe BofA is considering), and 
a launch across the spectrum of smartphones, principally iPhone and Blackberry. We note 
that the current number of online RDC users remains only 950,000 despite four years in the 
market, an overall penetration rate of less than 1.0%. We believe this low penetration is re-
lated to the relatively high cost of hardware and service to conduct RDC, making wide-
spread consumer adoption unlikely, early security concerns and the overall slow pace of 
banks to embrace and promote RDC to customers. The cost of scanners and annual user 
costs have relegated online RDC service to SMBs as primary users. We believe the curve of 
mobile deposit capture adoption will be far steeper than online RDC based on our expecta-
tions of much higher crossover appeal to consumer customers due to nominal start-up costs 
and service fees as well as ease of use.  
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Exhibit 5 
MITK: Estimated Customer Adoption of Mobile Deposit 
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Mitek is also seeking alternatives to provide Mobile Deposit to customers whose banks do 
not explicitly offer deposit capture through a mobile banking platform. We believe there are 
several opportunities to integrate Mobile Deposit with a third party deposit provider and we 
believe Mitek may be close to announcing a partner in this area. 
 
We believe the market for mobile deposit capture will grow to $100MM in 2016. We believe 
20% of total mobile banking customers will become users of mobile deposit capture by this 
period. In contrast to the sluggish consumer online RDC adoption the market has seen to-
date, we believe there will be strong crossover adoption from consumer users in mobile de-
posit capture. 
 
 
Bank ROI Considerations 
There are clear return on investment considerations involved in the implementation of new 
technology for banks. The early creation of call centers and adoption of automated teller 
machines dramatically improved customer convenience and their implementation came as a 
result of careful ROI considerations. These considerations typically involve branch operating 
costs which influence the decision to add new branch locations. Providing basic services 
such as account balances and check confirmations through call centers and simple with-
drawal and deposit service at ATMs led to a lower frequency of customer visits to branch 
locations and correspondingly lower staff requirements. As a result, customer convenience 
was increased and branch costs reduced following the adoption of these services. 
 
The creation of online banking in 1995 was a rare Grand Slam for banks that resulted in 
improved customer convenience, lower branch operating costs, and a new revenue oppor-
tunity. It wasn't until the second half of this decade that customers began demanding no-fee 
basic online service but by that time banks had created a host of new online subscription 
features and derivative marketing benefits that continued to optimize online ROI. One of 
these new features was online RDC. Banks were quick to learn that they could further in-
crease customer convenience and greatly reduce the cost of check deposit through elec-
tronic processing. Mostly an SMB-oriented service, online RDC has been slow to penetrate 
the consumer market due to high start-up costs and annual service fees that can run as 
high as $1,000.  
 
While online banking service has gained strong penetration of the consumer market over its 
14 years of existence, online RDC adoption has been disappointing with 0.6% penetration 
of the consumer online market over the course of four years. RDC penetration rates in the 
SMB market have been stronger at 2% and we believe this technology will remain an SMB 
opportunity over the coming years. Thus, we believe the overall cost of check processing 
has not declined appreciably despite the introduction of online RDC.  
 
Mobile banking appears to be taking the market by storm. The era of the smartphone has 
led to ever greater mobility and service convenience for banking customers. While still char-
acterized as “banking lite” due to the current availability of mostly basic banking services, 
we believe new features and services such as mobile deposit capture will drive mobile bank-
ing adoption rates at a CAGR of at least 50% over the next three years to 33.8MM users.  
 
We believe mobile deposit capture, led by Mobile Deposit, will drive broad crossover appeal 
to consumer customers due to greater convenience and minimal cost that has been absent 
from online RDC. From an ROI perspective, we believe mobile banking may ultimately lead 
banks to reexamine long-term plans for branch openings. For example, USAA has operated 
at a disadvantage to competitors for much of its existence with only one branch location and 
check deposit costs that we believe are twice as high as its brick and mortar bank peers.    
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The benefit of mobile banking to USAA is obvious. With a greater geographic diversity of 
customers that include active duty and deployed members of the military and as an institu-
tion with only one branch, the vast majority of customers must mail deposits to a central 
processing location. USAA was quick to embrace online banking and RDC service as a con-
venience of necessity for its customers but it has moved to adopt mobile banking and mo-
bile deposit capture with even greater alacrity.  
 
With processing costs estimated to be $1.50 per mail-in deposit, USAAs deposit cost struc-
ture is currently far higher than branch deposit estimated at a cost of between $0.75 to 
$1.00 per check (we note that these estimates vary widely as different institutions often use 
a separate basis to measure costs across the branch or organization). Though online RDC 
lowered these costs customers still incurred high up-front expenses for scanners and other 
equipment. We estimate mobile deposit capture will ultimately bring USAAs cost basis down 
to under $0.40 per check, assuming 12 checks deposited annually, raising the potential for 
a dramatically altered cost structure.  
 
BofA has taken the lead in mobile banking by a motivation that perhaps suggests USAA is a 
model to consider for the future. With 3.5 million users, BofA has the largest number of mo-
bile customers in the marketplace. BofAs keen interest in Mobile Deposit highlights what we 
believe to be a strong ROI bet the bank is placing on mobile banking. With 6,100 branch 
locations throughout the U.S. as of December 2008, the bank recently announced plans to 
close a number of branches (an amount rumored to be as high as 10% of its total locations). 
Pressure has mounted on the banking industry to reduce costs as a result of the recession 
and we believe BofA’s speed in adopting mobile banking may be indicative of a long-range 
ROI consideration. 
 
Based on the ROI consideration of check deposit, we believe it is possible that mobile de-
posit capture and Mitek’s Mobile Deposit could significantly alter the bank ROI equation in-
volved in branch building. We are cognizant of the fact that many major banks including 
Wells Fargo continue to highlight successful branch marketing efforts that result in customer 
uptake of new products and services. However, we believe there will be decreasing future 
emphasis on branch openings particularly at smaller community and regional banks due to 
the introduction of services such as Mobile Deposit.  
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Mobile Receipt  
 

Mobile Receipt is a mobile application that allows users to create and email expense reports 
using the camera feature of a smartphone. Users photograph individual receipts and input 
the payment amount, date, and category of the expense into the Mobile Receipt application. 
Receipt images can be archived as additional expenses are added to the mobile report. 
Completed expense reports are available for emailing and printing.  
 
Mobile Receipt was launched on July 20, 2009 for the Apple iPhone on the App Store. Mitek 
plans to launch versions for BlackBerry, Windows Mobile, and Google Android over the next 
three quarters. We believe Mitek is in negotiations with OEMs to offer Mobile Receipt as 
both a standalone application or bundled with other Office on My Phone applications. 

Mobile Receipt utilizes Mitek’s IMagePROVE technology to provide quality receipt images. 
IMagePROVE examines the image to recognize the receipt against the background, then 
crops the image and reduces any imperfections resulting from variations due to lighting, 
camera angle, and focal distance. Mobile Receipt requires a camera resolution of at least 
two megapixels, while cameras with greater resolution provide correspondingly higher qual-
ity results. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
Mitek is currently integrating its ICR and OCR engines to Mobile Receipt. Once completed, 
scanned information from the receipt such as the payment amount and date can be auto-
matically populated to the mobile expense report. We believe ICR/OCR integration will sign-
ficantly improve Mobile Receipt’s competitive position against popular App Store rival ver-
sions such as iXpenselt, XpenseTracker and iReceipt. 
 
Market Opportunity 
Mobile Receipt is targeted toward mobile professionals seeking reimbursement for business
-related expenses. Mobile Receipt is available on Apple’s App Store for a onetime cost 
$4.99, capable of storing up to 100 receipt images. Planned upgrades to Mobile Receipt will 
offer features such as ICR/OCR, foreign currency capability, enhanced receipt archive ca-

*Source: Company reports 

Exhibit 6 
MITK: Mobile Receipt dashboard and receipt capture 
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pacity, and the ability to export expense reports into off-the-shelf accounting software. 
These upgrades will be featured in a “Pro” version of Mobile Receipt with an annual sub-
scription of $19.99. 
 
Mitek also plans to create an enterprise version of Mobile Receipt targeted to SMB custom-
ers. We believe the company is in discussions with several OEMs to integrate the applica-
tion into business software solution suites such as expense management, accounting and 
tax. We believe the SMB market is a fertile ground for Mobile Receipt while the large enter-
prise market remains dominated by software companies such as Concur Technologies and 
its Mobile expense solution. We believe Mitek’s ICR/OCR feature will be a critical feature in 
differentiating Mobile Receipt in the marketplace.   
 
 
Mobile Phax  
 

Mitek’s Mobile Phax is a smartphone application that enables users to capture documents 
as high quality PDF files that can be emailed, printed or sent to a fax machine. The com-
pany launched Mobile Phax on September 15, 2009 for the Apple iPhone on the App Store. 
On November 18, Mobile Phax become available for Blackberry users. The company is 
planning to offer Mobile Phax for Windows Mobile and Google’s Android operating systems 
in 1Q10.  
 
Mitek’s IMagePROVE technology enables Mobile Phax to enhance user-captured images 
and transform them into standardized printer friendly PDFs in sizes of 8.5”x11” or A4 in con-
trast with lower quality JPEG images preloaded into the iPhone email application. IM-
agePROVE recognizes a document against background then scales and crops it to letter 
size before reducing imperfections caused by variations due to lighting, camera angle, and 
focal distance. We believe this provides a truly “ready-to-print” PDF file. Users can sign-up 
with a third party online fax provider such as InterFAX or use an existing account to send 
Phax documents to a physical fax machine. Mobile Phax supports camera equipped smart-
phones with resolutions of at least two megapixels with higher resolution phones producing 
correspondingly higher quality images.  
 
Market Opportunity 
Mobile Phax is currently available on Apple’s App Store. The application costs $4.99 which 
includes the ability to send 50 pages. Additional “Phax Packs” are available in quantities of 
100 pages for $9.99 and 500 pages for $24.99. We believe Mitek is pursuing enterprise 
partners to private label Mobile Phax technology both as a standalone application or bun-
dled with other Oomph applications. 
 
 
Mobile Applications in Development 
Mitek plans to expand its current suite of Office on My Phone smartphone applications with 
three new applications to be released over the next several quarters on the Apple App 
Store. These new applications will each come standard with the company’s ICR/OCR recog-
nition technology. 
 
Mobile Contact  
 

Mobile Contact software leverages the camera feature of smartphones to automatically ex-
tract contact information from images of business cards and input data into a user contact 
list. The application will feature Mitek’s OCR technology to automatically populate fields in 
the contact database. We believe Mobile Contact will be launched in 1H10 for the Apple, 
BlackBerry, Android, and Windows Mobile Devices. 
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Mobile Copy 
 

Mobile Copy is an application that allows users to extract columns or sections of text within 
articles or documents. After an article has been scanned into a smartphone the company’s 
OCR technology is used to extract the desired text for attachment into an email or for print. 
Text captured in Mobile Copy is also searchable. Mobile Copy takes advantage of Mitek’s 
OCR technology to capture specific parts of articles or documents. We believe Mobile Copy 
will be available in 1H10 for all major U.S. smartphones.  
 
 
Mobile Merchant  
 

Mobile Merchant integrates mobile deposit technology with credit card processing software 
to enable merchants to use smartphones to photograph checks and credit cards for pay-
ment. Programs are currently available in the market that offer the ability to process credit 
card transactions from mobile phones, while merchants can process check and card trans-
actions via computer. Mobile Merchant integrates these two functions into one mobile appli-
cation. We anticipate this product to be available in 2H10 for the Apple, BlackBerry, An-
droid, and Windows Mobile Devices. 
 
Mobile Merchant utilizes IMagePROVE to enhance credit card images enabling OCR to 
mine information. Mitek engineers are currently adapting OCR technology to Mobile Mer-
chant, enabling the software to automatically capture the card number, expiration date, 
CVV number, and account holder’s name from an image of the card taken through a cam-
era equipped smartphone. We believe the end users of Mobile Merchant are SMBs that 
accept cash or use imprint machines for credit card transactions. 
 
 
Oomph Product Strategy 
Mitek plans to launch each of its Oomph mobile business applications through the respec-
tive application stores of its smartphone hosts. Mitek is also in discussions with OEMs re-
garding its mobile business applications to be offered as both standalone products as well 
as a bundled suite of applications. We believe the ultimate source of revenue for Mitek mo-
bile applications will come not from application stores but at the enterprise level as bundled 
solutions through OEM partners and license agreements with off-the-shelf software compa-
nies.  
 
We believe Mobile Deposit and the upcoming launch of Mobile Merchant mark the com-
pany’s entry into an emerging market for mobile payments. We believe this market will 
emerge rapidly through the convergence of mobile banking as merchant and consumer 
smartphone users seek rapid and secure payment. We believe the market for mobile pay-
ment could increase dramatically over the next five years. We estimate the market for mo-
bile deposit capture alone, as served by Mobile Deposit, could top $100MM by 2016. We 
believe Mitek could be well positioned to participate in this rapidly emerging market for mo-
bile payment.  
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Internet Application Stores 
The list below outlines the key application stores targeted by Mitek for launch of its mobile 
business applications. Combined with Windows Marketplace for Mobile, which has not been 
launched, the three mobile application stores discussed below represent the operating sys-
tems of more than 90% of the smartphones currently sold in the U.S. 
 
Apple App Store 
The Apple App Store is an online marketplace that allows users to download applications for 
Apple’s iPhone and iPod touch portable devices. The App Store can be accessed directly 
from the iPhone and iPod as well as through Apple’s iTunes software. The App Store was 
launched on July 11, 2008 and has quickly become the largest worldwide mobile applica-
tions store. On September 28th 2009, Apple reported more than 85,000 applications avail-
able on the App Strore and that users had downloaded more than two billion applications 
since launch. The proportion of free applications to fee-based applications is approximately 
75%-25%. 
 
To develop an application for listing on the App Store, developers must purchase an iPhone 
Software Developers Kit (SDK). The SDK is available for $99 per year for the Standard ver-
sion and $299 per year for the Enterprise version. The standard version is for users devel-
oping applications for download from the App Store, while the enterprise version is for com-
panies that have 500 or more employees who develop proprietary applications for in-house 
use. Mitek holds an SDK for the Standard version. Apple charges a 30% fee on application 
revenue generated from its App Store. For example, the sale of a standard version of Mo-
bile Receipt for $4.99 on the App Store generates net revenue of $3.49 to Mitek. 

 
BlackBerry App World 
Responding to the overwhelming popularity of Apple’s App Store, Research in Motion devel-
oped the BlackBerry App World as an application store for Blackberry smartphones on April 
1, 2009. Blackberry holds the leading market share for smartphones in the U.S. at 51.8%. 
As of September 2009 we believe BlackBerry App World listed less than 10,000 mobile ap-
plications, approximately 10% of the number listed on Apple App Store. Blackberry App 
World initially launched in the U.S., United Kingdom and Canada, and has since expanded 
to include parts of Western Europe, and Latin America. 
 
Application developers must purchase a Blackberry SDK for $200 that allows them to sell 
ten unique applications, update ten existing applications, or perform ten in combination. Fol-
lowing the initial 10 applications, the developer must purchase another SDK. Blackberry 
charges a 20% fee on applications sold on Blackberry App World. 
  
Google Android Market 
The Google Android Market launched on October 22, 2008 and currently offers more than 
10,000 applications for download. Verizon announced that it would support and market 
Google’s Android Market, allowing it to be offered preloaded on Verizon phones, in contrast 
to the BlackBerry App World, and Windows Mobile Marketplace which require user 
downloads. The Android SDK is free to application developers and Google charges a 30% 
fee on application sales. The Android Market is available to users in the United States, UK, 
India, Australia and most countries in Western Europe.  
 
We believe the Android operating system has been slow to catch on in the U.S., initially 
supported only by T-Mobile. However, its open source operating system is fundamentally 
different from the Apple and Blackberry operating systems, and affords handset makers a 
much greater degree of flexibility. Handsets running Android are expected to be available 
shortly on all major U.S. carriers. 
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Management* 
 

James DeBello, President, CEO, CFO. Mr. DeBello has been a director of Mitek since No-
vember 1994 and president and CEO since May 2003. Mr. DeBello took over the reigns as 
CFO in 2009. Previously he was Chief Executive Officer of AsiaCorp Communications, Inc., 
a wireless data infrastructure and software company, from July 2001 to May 2003.  He was 
Venture Chief Executive Officer for IdeaEdge Ventures, Inc., a venture capital company, 
from June 2000 to June 2001.  From May 1999 to May 2000 he was President, Chief Oper-
ating Officer and a member of the Board of Directors of CollegeClub.com, an Internet com-
pany.  From November 1998 to April 1999 he was Chief Operating Officer of Wire-
lessKnowledge, Inc., a joint venture company formed between Microsoft and Qualcomm, 
Inc.  Before that, from November 1996 to November 1998, Mr. DeBello held positions as 
Vice President, Assistant General Manager and General Manager of Qualcomm, Inc.'s Eu-
dora Internet Software Division, and Vice President of Product Management of Qualcomm, 
Inc.'s Subscriber Equipment Division.  Mr. DeBello holds a B.A., magna cum laude and 
MBA from Harvard Business School and was a Rotary Scholar at the University of Singa-
pore where he studied economics and Chinese. 
 
Dr. Grigori Nepomniachtchi, Chief Technology Officer. Dr. Nepomniachtchi serves as Chief 
Technology Officer and leads Mitek's scientific research staff in the United States and Rus-
sia. He is an accomplished international expert in image preprocessing, and has played a 
principle role developing Mitek's industry leading IMagePROVE recognition technologies for 
cell phone camera applications. Prior to becoming CTO in September 2003, Dr. Ne-
ponmniachtchi served as Mitek's Chief Scientist between 1999 and 2003. He joined Mitek in 
1996 as Staff Scientist. Before joining Mitek, Dr. Nepomniachtchi worked as Senior Analyst 
at AUDRE Inc., where he designed and implemented Optical Character Recognition and 
Geometrical Recognition engines for converting engineering drawings, maps and electronic 
schematics into machine-readable format. Dr. Nepomniachtchi holds 4 patents in image 
analysis and intelligent character recognition. He has published more than 40 technical pa-
pers and has spoken at numerous international conferences on Document / Image Analysis 
and Understanding, Pattern Recognition and Biometrics. Dr. Nepomniachtchi has a M.S. in 
Math and a Ph.D. in Topology/Geometry from the Lomonosow University in Moscow, Rus-
sia.  
  
Josh Roach, Vice President of Engineering. Mr. Roach joined Mitek as Vice President of 
Engineering in November, 2008. He is the principle architect of Mitek's Oomph mobile appli-
cations. He is an experienced software technology executive and chief architect with an ex-
tensive history of large-scale software development in a variety of companies. Prior to join-
ing Mitek, Mr. Roach was Chief Technology Officer at Printable Technologies, a leader in 
SaaS Online Marketing Software, from 2006 to 2008, and CTO and co-Founder of Con-
Visia, an Hosted Image Collaboration System from 2004 to 2006. In addition, Mr. Roach 
held Vice President of Engineering positions at Intuit, Accelrys and was also an engineering 
executive with HNC software between 1993 and 1998. He holds a B.S. in Computer Sci-
ence from San Diego State University. 
 

 
 

 
 
 
 
 
 
 

*Source: Company reports 
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Financial Assumptions and Analysis 
 

We believe Mitek is on the verge of experiencing industry-wide adoption of its Mobile De-
posit application. Since launch of the application in January 2008 the company has experi-
enced minimal interest from banks to adopt Mobile Deposit. However, as the number of mo-
bile banking customers has continued to show exponential growth, we believe there has 
been a positive shift in interest. We believe the August 2009 launch of USAAs De-
posit@Mobile and news in October that BofA would begin a pilot trial of Mobile Deposit are 
pivotal events in the evolution of mobile deposit capture. We believe 2010 will see at least 
one major bank launch Mobile Deposit serving as a catalyst for competitors to follow suit. 
 
Our estimates call for a BofA commercial launch of Mobile Deposit in 3Q10. We believe ini-
tial adoption will track at 2% of BofAs total base number of mobile banking subscribers, 50% 
of the rate of USAAs initial adoption, within the first six weeks of launch with an additional 
gain of 25,000 users in the balance of 3Q10. We expect a 1% base conversion of BofA mo-
bile banking customers to Mobile Deposit each quarter on a go-forward basis in addition to 
2% of incremental new mobile banking customers. We believe Mitek will serve more than 
1.4MM Mobile Deposit customers by the company’s fiscal year end 2012 (September 30, 
2012). 
 
We are using a blended model for our pricing assumption. Our blended pricing estimate is 
based on 1) an annual user fee model, 2) a monthly user fee model based on an average 
number of monthly check deposits (1-2 checks per month), and 3) an average annual user 
fee model in combination with a per check fee. Our estimates include the assumption that 
Mitek will source all of its banking customers through OEM partners. Our estimates there-
fore show net revenue to Mitek after deducting OEM fees. Our blended annual pricing esti-
mate per user is $4.40.  
 
We modeling nominal contributions from the Oomph suite of mobile business applications of 
$35,000 per quarter beginning in 2Q10. While we believe this estimate is highly conserva-
tive, our expectation is that these applications will remain relatively small market, application 
store-based products. We believe this segment could materially contribute to revenue if the 
company is successful in signing an enterprise agreement with a consumer software pro-
vider. Until then, we estimate nominal revenue contribution from Oomph. 
 
In estimating the company’s legacy fraud detection business, our model assumes a contin-
ued 6% annual revenue contraction based on the 2007 Federal Reserve Payments Study 
that showed a three-year 6.4% CAGR decline in the number of checks used for payment. 
We have kept the company’s Professional Services component of check fraud detection, 
which represents customer maintenance, static at $2MM in revenue per year. 
 
We see Mitek revenue beginning to gain momentum in 2H10 and look for growth of 57% in 
FY11 to $6.8MM and 67% in FY12 to $11.4MM. We believe these estimates are conserva-
tive as they incorporate Mobile Deposit contribution from only one major bank customer in 
FY10 and one additional customer in 2Q12. We believe mobile deposit capture has reached 
an inflection point and we foresee the potential for several formal launches of Mobile De-
posit over the next three years that could contribute to substantially higher actual revenue 
for Mitek than our projections. We believe the market for mobile deposit capture could reach 
$100MM in 2016 (see Exhibit 7). However, we believe there is risk that banks continue to 
trial mobile deposit capture but delay formal launches due to a host of concerns including 
continued consolidation among banks, turnover among bank professionals involved in mo-
bile projects and lingering impact from the recession. There is also risk that our pricing pro-
jections are too aggressive as banks use their size and leverage to dictate pricing.  
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We believe Mitek’s income statement contains significant operating leverage. Mobile De-
posit is a software product that is built directly into OEM mobile banking solutions, thus, we 
believe the company will incur only marginal expense growth despite our projections of sub-
stantial revenue gains. Mobile Deposit and Oomph mobile business applications carry gross 
margins in the low 90% range. We believe Mitek will continue to maintain selling & market-
ing expenses at current levels through FY11 due to the company’s OEM partners who are 
tasked with marketing Mobile Deposit. We expect to see reinvestment during FY12 assum-
ing some traction among enterprise customers for Oomph. We believe research & develop-
ment expenses will begin trending upward in FY11 and FY12 as new applications are devel-
oped. We believe Mitek can maintain its level of general & administrative expenses through 
FY11 but assuming our expectations for success in Mobile Deposit the company will likely 
employ a CFO in 2H11 and look to rebuild staffing in other departments such as finance & 
accounting. We believe operating margins will reach a temporary high of 39.5% in FY12 
before the company materially invests in rebuilding staffing levels. We believe 32-35% oper-
ating margins are achievable longer-term. 
 
We believe Mitek can achieve profitability in 4Q10 as initial revenue from Mobile Deposit 
begins to hit its income statement. We are looking for 4Q10 EPS of $0.00. We believe the 
company will generate FY11 diluted EPS of $0.05 and FY12 diluted EPS of $0.18. Our EPS 
estimates assume no taxes based on the company’s $6.7MM in NOLs. We estimate FY12 
free cash flow from operations of $4.5MM.  
 
We believe Mitek will need to raise near-term funding to sustain our estimated cash burn of  
approximately $750,000 through 2Q10. We believe the company has internal investor re-
sources available and the ability to raise additional funds in relatively non-dilutive fashion. 
Although we expect some dilution, given the amount of funding necessary we believe the 
company can mitigate this risk.  
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Exhibit 7 
Estimated Market Opportunity for Mobile Deposit Capture 

    2010    2011   2012   2013   2014   2015   2016   2017   2018   2019 
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Valuation 
 

Our target price of $3.25 is based on a discounted FY12 cash flow of $4.5MM. Discounting 
this figure annually at 15% due to the adoption and pricing risk of Mobile Deposit, we arrive 
at a FY10 discounted cash flow of $3.25MM. Based on our expectation of 25.3MM diluted 
shares outstanding we arrive at a discounted FY10 EPS of $0.13. Applying a conservative 
multiple of 25x given the company’s growth prospects, inline with software industry multi-
ples, we arrive at a 12-month price target of $3.25.  
 
Longer-term, we believe there is also significant value to an acquirer assuming Mitek re-
mains the dominant player in mobile deposit capture. We believe that if the company can 
continue its first-to-market advantage, serving as a barrier to entry, and defend its proprie-
tary mobile capture and processing technology through a strong protective patent strategy, 
Mitek should be awarded a premium valuation based on the overall market opportunity in 
mobile deposit capture. We estimate this market will total nearly $100MM by 2016. Sec-
ondly, we believe the company’s footprint in the emerging mobile payment market is an ad-
ditional consideration with the 2010 launch of Mobile Merchant. Collectively, we believe 
there is significant intangible value that will accrue to Mitek over the next couple of years as 
new market opportunities come to fruition. 
 
 
Investment Risks 
 

Financing Requirements/Bankruptcy Implications-We believe Mitek will need to raise 
funds to continue in operation and, based on our estimates, the company will continue to 
sustain losses  through FY10. We believe the company will need to raise $1-1.5MM to fund 
operations through FY10 and this financing could carry substantial dilution to shareholders 
as well as risk of potential bankruptcy should the company be unsuccessful in raising funds. 
 
CFO Vacancy-The company has consolidated its operations over the past few years due to 
declines in its legacy business of check fraud detection. As a result, the company’s Presi-
dent and CEO James DeBello has assumed the additional role of CFO. We believe this va-
cancy carries risk to long-term growth assuming adoption of Mobile Deposit takes hold.   
 
Market Acceptance of Mobile Deposit-Much of our growth thesis assumes favorable 
adoption rates for Mobile Deposit among financial institutions. Banks have historically 
moved at relatively slow rates of adoption of new technology. Our estimates assume the 
adoption of a major banking customer in 3Q10. If bank adoption rates are slower than fore-
cast or material delays in launch take place it could have a materially negative impact on 
our FY10 estimates and beyond.  
 
Share Price & Trading Liquidity-Mitek shares trade on the Bulletin Board at extremely low 
daily dollar volumes and liquidity remains a significant risk for investors. We believe liquidity 
will remain an issue for investors until greater clarity exists on adoption of Mobile Deposit by 
the financial industry. Investors seeking to take positions in Mitek shares must recognize the 
implications of low liquidity, possess a risk tolerant investment profile, and view Mitek as a 
long-term holding. In addition, we believe any material share price gains and increased li-
quidity in Mitek shares will be met with selling from long-time holders seeking a liquidity 
event. We believe that this will potentially put additional pressure on Mitek shares. 
 
Potential for Mobile Check Fraud-We believe there are security issues to address as the 
mobile deposit capture market matures. Because checks used in Mobile Deposit are never 
placed in the possession of a bank potential exists for individuals to deposit the same 
checks at multiple institutions. Any significant security breaches in mobile deposit capture 
could have a materially negative impact its adoption and our estimates. 
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Publicly traded companies mentioned or referenced in this report: 
Apple (NASD: AAPL, $199.91, not rated) 
Bank of America (NYSE: BAC, $15.85, not rated) 
BB&T (NYSE: BBT, $24.90, not rated) 
Citi (NYSE: C, $4.11, not rated) 
Concur Technologies (NASD: CNQR, $37.06, not rated) 
FIS (NYSE: FIS, $22.60, not rated) 
Fiserv (NASD: FISV, $46.24, not rated) 
Google (NASD: GOOG, $583.00, not rated) 
JP Morgan Chase (NYSE: JPM, $42.49, not rated) 
Microsoft (NASD: MSFT, $29.41, not rated) 
NCR (NYSE: NCR, $9.41, not rated) 
Nokia (NYSE: NOK, $13.26, not rated) 
PNC (NYSE: PNC, $57.01, not rated) 
Research in Motion (NASD: RIMM, $57.89, not rated) 
US Bank (NYSE: USB, $24.13, not rated) 
Wells Fargo (NYSE: WFC, $28.04, not rated) 
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Fiscal Year: September 1Q08A 2Q08A 3Q08A 4Q08A FY08A 1Q09A 2Q09A 3Q09A 4Q09E FY09E 1Q10E 2Q10E 3Q10E 4Q10E FY10E FY11E FY12E
Sales
   Software 785 797         1,279      535         3,396      497         431         419         420         1,767      430         425         420         415         1,690      1,589        1,493      
   Professional Services 478 464         402         489         1,833      515         457         496         450         1,918      500         475         500         510         1,985      1,975        1,950      
   Mobile Applications -              5             5             10           35           235         375         654         3,220        7,877      
Total Sales 1,263 1,261 1,681 1,024 5,229 1,012 888 915 875 3,690 940 935 1,155 1,300 4,329 6,784 11,320
   Software-Cost of Sales 133 101         316         180         730         138         83           117         118         456         120         119         118         116         473         445           418         
   Services-Cost of Sales 42 41           42           44           169         58           52           70           63           243         70           67           70           71           278         277           273         
   Mobile-Cost of Sales -              -              10           10           16           26           63           225           630         
Total Cost of Sales 175 142 358 224 899 196 135 187 181 699 200 196 204 214 814 947 1,321
Gross Profit 1,088      1,119      1,323      800         4,330    816       753       728       694       2,991    740        740       951       1,086    3,515    5,837      9,999    
   Software-Gross Margin % 83.1% 87.3% 75.3% 66.4% 78.5% 72.2% 80.7% 72.1% 72.0% 74.2% 72.0% 72.0% 72.0% 72.0% 72.0% 72.0% 72.0%
   Services-Gross Margin % 91.2% 91.2% 89.6% 91.0% 90.8% 88.7% 88.6% 85.9% 86.0% 87.3% 86.0% 86.0% 86.0% 86.0% 86.0% 86.0% 86.0%
   Mobile-Gross Margin % 0.0% 71.4% 93.0% 93.0% 90.4% 93.0% 92.0%
Total Gross Margin % 86.1% 88.7% 78.7% 78.1% 82.8% 80.6% 84.8% 79.6% 79.4% 81.1% 78.7% 79.1% 82.3% 83.5% 81.2% 86.0% 88.3%

Operations 24 24           23           23           94           23           7             30           -              
Selling and Marketing 346 335         413         376         1,470      361         190         133         130         814         135         145         155         175         610         800           1,200      
Research and Development 531 501         432         337         1,801      573         431         410         430         1,844      425         425         450         475         1,775      2,100        2,500      
General and Administrative 472         479         415         353         1,719      530         362         269         300         1,461      325         375         400         425         1,525      1,650        1,850      
Total Operating Expenses 1,373      1,339      1,283      1,089      5,084      1,487      990         812         860         4,149      885         945         1,005      1,075      3,910      4,550        5,550      

Operating Income (285)        (220)        40           (289)        (754)      (671)      (237)      (84)        (166)      (1,158)   (145)       (206)      (54)        11         (395)      1,287      4,449    
Interest and Other Expense -              (0)            2             1             1             4             1             1             1             1             4             5               5             
Interest Income 3 2             2             2             9             3             1             1             -              5             -              1             1             2             4             4               25           

Net Income Before Taxes (282)        (218)        42           (287)        (745)      (668)      (238)      (84)        (167)      (1,156)   (146)       (206)      (54)        12         (395)      1,286      4,469    
Provision for Income Taxes 3             3             -              -              -                -              
Tax Rate 0.0% -1.4% 0.0% 0.0% -0.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Net Income (282)        (221)        42           (287)        (748)      (668)      (238)      (84)        (167)      (1,156)   (146)       (206)      (54)        12         (395)      1,286      4,469    

Basic Earnings Per Share (0.02) (0.01) 0.00 (0.02) (0.04) (0.04) (0.01) (0.01) (0.01) (0.07)       (0.01) (0.01) (0.00) 0.00 (0.02)       0.06 0.21
Diluted Earnings Per Share (0.02) (0.01) 0.00 (0.02) (0.04) (0.04) (0.01) (0.01) (0.01) (0.07)     (0.01) (0.01) (0.00) 0.00 (0.02)     0.05 0.18

Basic Shares Outstanding 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 21,750 18,001 21,750 21,750
Diluted Shares Outstanding 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 16,751 21,750 18,001 25,251 25,251

EBITDAS
EBIT (285)        (220)        40           (289)        (754)        (671)        (237)        (84)          (166)        (1,158)     (145)        (206)        (54)          11           (395)        1,287        4,449      
Depreciation & amortization 10           9             8             27           10           9             9             9             37           9             9             10           10           38           45             50           
Share-Based Compensation 70           49           62           181         31           38           23           25           117         25           25           25           35           110         150           300         
EBITDAS (205)        (162)        110         (289)        (546)      (630)      (190)      (52)        (132)      (1,004)   (111)       (172)      (19)        56         (247)      1,482      4,799    

Capex 18           8             -              26           9             -              -              9             -              25             350         
Free Cash Flow (223)        (170)        110         (289)        (572)        (639)        (190)        (52)          (132)        (1,013)     (111)        (172)        (19)          56           (247)        1,457        4,449      
Share Repurchases -              -              -              -              -              -              -              -              -              -              -              -              -              -              -              -                -              

Mitek Systems (MITK)
Income Statement

($ in thousands, except per share data)



3Q09 FY08 FY07
Cash and Cash Equivalents 537 1,300 2,096
Accounts Receivable, Net 639 913 542
Inventory, Prepaid Expenses and Other 114 100 99
Total Current Assets 1,290 2,313 2,737

Property and Equipment, Net 70 91 78
Software Development Costs, Net 400 348 0
Other Assets 30 29 30
Total Assets 1,790 2,781 2,845

Accounts Payable 348 404 121
Accrued Payroll and Related Taxes 166 289 249
Deferred Revenue 681 676 541
Other Accrued Liabilities 113 24 32
Total Current Liabilities 1,308 1,393 943

Deferred Rent, Long-Term Portion 52 56 44

Preferred Stock 0 0 0
Common Stock 17 17 16
Additional Paid-In Capital 14,897 14,805 14,583
Retained Earnings (14,484) (13,490) (12,741)
Total Stockholders' Equity 430 1,332 1,858
Total Liabilities and Stockholders' Equity 1,790 2,781 2,845

*Source: Company reports, California Equity Research

Mitek Systems (MITK)
Balance Sheet

($ in thousands, except per share data)
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Disclosures 
 
Required Disclosures 
 
California Equity Research, LLC does not expect to receive, or intends to seek, compensa-
tion for investment banking services from this company in the next three months. 
 
California Equity Research, LLC is an independent, research-only investment firm. Bud Lee-
dom and Jack Scott the research analysts principally responsible for the preparation of this 
report will not receive compensation related to California Equity Research’s investment 
banking services. 
 
I, Bud Leedom, attest that (i) all the views expressed in this research report accurately re-
flect my personal views about the common stock of the subject company, and (ii) no part of 
may compensation was, is, or will be, directly or indirectly, related to the specific recommen-
dation or views expressed in this report. 
 
I, Jack Scott, attest that (i) all the views expressed in this research report accurately reflect 
my personal views about the common stock of the subject company, and (ii) no part of may 
compensation was, is, or will be, directly or indirectly, related to the specific recommenda-
tion or views expressed in this report. 
 
Bud Leedom and Jack Scott do not own shares in the subject company. 
 
Ratings Information 
 
The following ratings apply to California Equity Research, LLC research: 
 
Buy: Equities that we expect to outperform the overall market over the next 12-24 months. 
Investors are advised to purchase companies that contain this rating. 
 
Neutral: Equities that we expect to track the performance of the overall market over the 
next 12-24 months. Investors are advised to maintain positions in companies that contain 
this rating. 
 
Sell: Equities that we expect to underperform the overall market over the next 12-24 
months. Investors are advised to sell companies that contain this rating. 
 
Other Disclosures 
 
Information contained herein has been obtained by sources believed to be reliable but is not 
guaranteed and we are not soliciting any action based upon it. The opinion on these pages 
is not a complete analysis of every material fact regarding any company, industry or secu-
rity. The opinions expressed herein reflect the judgment of the author at this date and are 
subject to change without notice. Investors must bear in mind that inherent in investments 
are the risks of fluctuating prices and the uncertainties of dividends, rates of return and 
yield. Investors should be cognizant of the fact that past performance is not a guarantee of 
future performance and California Equity Research, LLC makes no guarantees, express or 
implied, as to future performance. California Equity Research, LLC, its directors and em-
ployees and their families may have a position in the securities of the companies described 
herein. Additional information is available upon request. 
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