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Command Center’s (“CCNI”) 3QF17 results were largely in line with our expectations.  To summarize, revenues 

were $26.7 million vs. our estimate of $27.2 million.  We would view that as largely in-line with estimates. Comparing 

the filings, they added a store somewhere between May 14, 2017 and August 14, 2017, so the timing of that add may 

have contributed.  We don’t attempt to extrapolate start dates into our assumptions about new locations, however, 

given that the “average” store does in the neighborhood of $400,000 per quarter, that timing can impact the quarterly 

numbers by a few hundred thousand one way or the other. Again, we feel pretty good about the number relative to 

our estimate, but they did note on the call that there was a little lull from some of their larger national accounts as 

projects finished in Q2.   

 

Given the small revenue miss, operating income came in at $1.16 million, which was about $200,000 or so less than 

our estimate.  Adjusting for revenues, they actually performed a little better than our model because gross margin was 

a bitter higher than our forecast and SG&A was a bit lower.  We think that portion of the analysis drives home the 

point that they continue to focus on profitability.  Net Income was about $300,000 below our forecast, but $100,000 

was a higher tax rate than we assumed.  We are trying to get some clarity on that piece. Again, all things considered, 

we thought the quarter was largely in line with our expectations. 

 

Beyond the numbers, management touched on a few topical issues that we think are worth addressing.  

 

First, in our view, one of the more problematic portions of CCNI’s story, and by extension its valuation, is the 

difficulty it has had growing the business. We covered that in some detail in the initial coverage, especially as it 

concerned their operations in North Dakota, but suffice it to say, they have not grown the business in a manner that 

many microcap investors seek.  Recognize, we have painted this as a bit more of a value play in the first place, but 

we submit, growth has been a challenge both on the face and in terms of the perception of the stock:             

  

 

 

We won’t rehash the growth issues we addressed in the initial coverage (again North Dakota being a good portion of 

that) but management spent some time on the call suggesting that growing the business by adding locations in existing 

markets where they may be able to leverage name recognition and perhaps other synergies, adding new verticals and 

perhaps additional acquisitions are all on the table.  We would add, they noted that there are many opportunities for 

acquisition and they are considering some as we speak, but they couched that by adding that they are looking of 

accretive additions at reasonable prices. We agree with that approach. In any event, we are comfortable that growth 

(within reasonable constructs) is becoming a more acute priority.  
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Management reiterated its ongoing commitment to its share repurchase program. We think that remains a positive 

catalyst. Moreover, they also announced a 1 for 12 reverse stock split, which they are doing as a precursor to an 

uplisting.  We think both of those notions (a reverse split and an uplisting) are positive approaches.  As we submitted 

on the call, we believe reverse stock splits are often unduly maligned, especially when they are done by companies 

with favorable fundamental underpinnings. Just to support the point, if CCNI finishes 2017 as we project, the prior 3 

years of EPS results will look something like this (compared to the same numbers with 12X fewer shares outstanding): 

 

We think the alternative (1:12 case) EPS line above is a better representation of the EPS performance than the first. 

We think $.32 to $.54 (versus $.03 to $.04) for 2017 over 2015 is particularly telling to our point. Again, while we 

may be in the minority here, we applaud the reverse stock split (with or without the uplisting), and we view it as more 

transparent.   

 The Company also touched on another issue we covered in the initial research, which is the potential acquisition of 

CCNI.  Of course, this is (as it was in the initiation) our own speculation, but we believe that to be the endgame here. 

Much like the Company’s acquisition of others, their acquisition by others will be a function of price.   

We have recast our model to accommodate a few nuances from the new data points, but for the most part we see the 

out quarters much as we cast them in the initial coverage. We do however what to reiterate some valuation points 

before we close.   

First, the Company continues to earn and build cash, which, while in the face of the improving stock price, is driving 

down enterprise value (“EV”).  A quick overview of a half dozen of the larger publicly traded temporary services 

players suggests that the average EV / EBITDA multiple in the space is over 10X. By that measure, CCNI is trading 

at less than half of its peers (currently about 4.5X).  From that view, even our current price target of $.80 represents 

a 15% discount to its peers based on that same EV / EBITDA analysis.  From another perspective, the current EV is 

around 8.5X (the effective P/E multiple based on enterprise value) our estimate for 2017 earnings, 75% of which are 

in the books.  

We believe CCNI shares remain measurably undervalued.  Our inclination is to raise our price target, but we will sit 

tight on that for a few more data points (news stores and or acquisition) so we don’t have to do it twice.   

We reiterate our allocation of 4 as well as our target of $.80 but our confidence here is growing so our finger is on 

the trigger of both.      
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Projected Operating Model  
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General Disclaimer:   

Trickle Research LLC (“Trickle”) 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 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 and/or its officers 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. As of the publication of this report, David Lavigne does not have a position in Command Center, Inc.   

Trickle has not been compensated directly by Command Center, Inc. for the publication of this report.    

Trickle has an exclusive content licensing agreement with SMM.Global whereby SMM.Global pays Trickle Research a license fee for 

any Trickle labeled content displayed, hosted or distributed on its site: www.SMM.Global.  Per that agreement, SMM.Global may charge 

issuers to host and distribute Trickle licensed research.  Trickle Research does not accept payment from the subject issuers of its research 

for its creation and publication, it may however be paid fees for the exclusive licensing of research by SMM.Global provided SMM.Global 

chooses to distribute Trickle’s publication(s).  Research subject issuers are under no obligation to utilize the hosting and distribution 

services of SMM.Global.  Command Center has paid a fee to SMM.Global for the hosting and distribution of this research.  SMM. Global 

has paid a fee to Trickle Research for the licensing of this proprietary content.       

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

LLC 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 perhaps add another 5 of the names from our 

profiles).  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 "Speculative Buy" 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.  

http://www.smm.global/
http://www.smm.global/
http://www.smm.global/
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