
FINDEX COM INC
Form 10KSB
April 17, 2007

U. S. SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-KSB
ANNUAL REPORT UNDER SECTION 13 OR 15(D)
OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2006

Commission file number: 0-29963

FINDEX.COM, INC.
(Name of small business issuer in its charter)

Nevada 88-0379462
(State or
other

jurisdiction of

(I.R.S.
Employer

incorporation
or

organization)

Identification
No.)

11204
Davenport
Street, Suite
100, Omaha,
Nebraska

68154

(Address of
principal
executive
offices)

(Zip Code)

(402) 333-1900
(Issuer’s telephone number)

Securities registered under Section 12(b) of the Exchange Act: None

Securities registered under Section 12(g) of the Exchange Act: Common Stock, $.001 par value

Check whether the issuer (1) filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act during
the past 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes [X] No [_]

Check if there is no disclosure of delinquent filers in response to Item 405 of Regulation S-B contained in this form,
and no disclosure will be contained, to the best of registrant’s knowledge, in definitive proxy or information statements

Edgar Filing: FINDEX COM INC - Form 10KSB

1



incorporated by reference in Part III of this Form 10-KSB or any amendment to this Form 10-KSB. [_]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
[_] No [X]

Revenues for the fiscal year ended December 31, 2006 totaled $3,742,751.

As of April 16, 2007, the aggregate market value of the voting and non-voting common equity held by non-affiliates
computed by reference to the average of the closing bid and asked prices on such date was approximately $559,000.

At April 16, 2007, the registrant had outstanding 49,788,317 shares of common stock, of which there is only a single
class.
Transitional Small Business Disclosure Format (check one): Yes __ No X

TABLE OF CONTENTS

Page
Number

PART I

ITEM 1. Description of Business. 1
ITEM 2. Description of Property. 15
ITEM 3. Legal Proceedings. 16
ITEM 4. Submission of Matters to a Vote of Security Holders. 16

PART II

ITEM 5. Market for Common Equity and Related Stockholder Matters. 17
ITEM 6. Management’s Discussion and Analysis or Plan of Operation. 19
ITEM 7. Financial Statements. F-1
ITEM 8. Changes In and Disagreements With Accountants on Accounting
and Financial Disclosure.

47

ITEM 8A.Controls and Procedures. 47
ITEM 8B. Other Information. 48

PART III

ITEM 9. Directors, Executive Officers, Promoters, Control Persons and
Corporate Governance; Compliance With Section 16(a) of the Exchange
Act.

48

ITEM 10. Executive Compensation. 51
ITEM 11. Security Ownership of Certain Beneficial Owners and
Management and Related Stockholder Matters.

53

ITEM 12. Certain Relationships and Related Transactions, and Director
Independence.

54

ITEM 13. Exhibits. 55

Edgar Filing: FINDEX COM INC - Form 10KSB

2



ITEM 14. Principal Accountant Fees and Services. 57

Edgar Filing: FINDEX COM INC - Form 10KSB

3



PART I

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This annual report on Form 10-KSB, press releases and certain information provided periodically in writing or
verbally by our officers or our agents contain statements which constitute forward-looking statements. The words
“may”, “would”, “could”, “will”, “expect”, “estimate”, “anticipate”, “believe”, “intend”, “plan”, “goal”, and similar expressions and variations
thereof are intended to specifically identify forward-looking statements. These statements appear in a number of
places in this Form 10-KSB and include all statements that are not statements of historical fact regarding the intent,
belief or current expectations of us, our directors or our officers, with respect to, among other things: (i) our liquidity
and capital resources, (ii) our financing opportunities and plans, (iii) our ability to attract customers to generate
revenues, (iv) competition in our business segment, (v) market and other trends affecting our future financial
condition or results of operations, (vi) our growth strategy and operating strategy, and (vii) the declaration and/or
payment of dividends.

Investors and prospective investors are cautioned that any such forward-looking statements are not guarantees of
future performance and involve risks and uncertainties, and that actual results may differ materially from those
projected in the forward-looking statements as a result of various factors. Factors that might cause such differences
include, among others, those set forth in Part II, Item 6 of this annual report on Form 10-KSB, entitled “Management’s
Discussion and Analysis or Plan of Operation”, and including without limitation the “Risk Factors” section contained
therein. Except as required by law, we undertake no obligation to update any of the forward-looking statements in this
annual report on Form 10-KSB after the date hereof.

ITEM 1. DESCRIPTION OF BUSINESS.

OVERVIEW

We develop, publish, market, and distribute and directly sell off-the-shelf consumer and organizational software
products for PC, Macintosh® and PDA platforms. We develop our software products through in-house initiatives
supplemented by outside developers. We market and distribute our software products principally through direct
marketing and Internet sales programs, but also through secular and non-secular wholesale retailers.

CORPORATE FORMATION, LEGACY & SUBSIDIARIES

We were incorporated in the State of Nevada on November 7, 1997 as EJH Entertainment, Inc. On December 4, 1997,
a predecessor corporation with the same name as our own but domiciled in Idaho was merged with and into us.
Although the predecessor Idaho corporation was without material assets or operations as of the time of the merger,
since being organized in 1968, it had historically been involved in mining and entertainment businesses unrelated to
our current business.

Beginning in 1997, and although we were not then a reporting company under the Securities Exchange Act, our
common stock was quoted on the OTC Bulletin Board (originally under the symbol “TIXX”, which was later changed to
“TIXXD”). On May 13, 1999, we changed our name to FINdex.com, Inc. On March 7, 2000, in an effort to satisfy a
newly imposed NASD Rule eligibility requirement that companies quoted on the OTC Bulletin Board be fully
reporting under the Securities Exchange Act (thereby requiring recently audited financial statements) and current in
their filing obligations, we acquired, as part of a share exchange in which we issued 150,000 shares of our common
stock, all of the outstanding capital stock of Reagan Holdings, Inc., a Delaware corporation. At the time of this
transaction, Reagan Holdings was subject to the requirements of having to file reports pursuant to Section 13 of the
Securities Exchange Act, had recently audited financial statements and was current in its reporting obligations. Having
no operations, employees, revenues or other business plan at the time, however, it was a public shell company. As a
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result of this transaction, Reagan Holdings, Inc. became our wholly owned subsidiary and we became the successor
issuer to Reagan Holdings for reporting purposes pursuant to Rule 12g-3 of the Securities Exchange Act. Shortly
thereafter, we changed our stock symbol to “FIND”. Though it does not currently have any operations, employees, or
revenues, Reagan Holdings remains our wholly owned subsidiary.
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In addition to Reagan Holdings, we also have one other wholly owned subsidiary, Findex.com, Inc. (i.e. the same
name as our own), a Delaware corporation. Like Reagan Holdings, this entity, too, does not currently have any
operations, employees, or revenues. This subsidiary resulted from an acquisition on April 30, 1999 pursuant to which
we acquired all of the issued and outstanding capital stock of FINdex Acquisition Corp., a Delaware corporation, from
its then stockholders in exchange for 4,700,000 shares of our common stock, which, immediately following the
transaction, represented 55% of our total outstanding common stock. Our purpose for this acquisition was to broaden
our then-existing stockholder base, an important factor in our effort to develop a strong market for our common stock.
On May 12, 1999, in exchange for the issuance of 457,625 shares of FINdex Acquisition Corp. common stock,
FINdex.com, Inc., another Delaware corporation (originally incorporated in December 1995 as FinSource, Ltd.), was
merged with and into FINdex Acquisition Corp., with FINdex Acquisition Corp. remaining as the surviving entity.
Our purpose for this merger was to acquire a proprietary financial information search engine for the Internet which
was to serve as the cornerstone for a Web-based development-stage business, but which has since been abandoned. As
part of the certificate of merger relating to this transaction, FINdex Acquisition Corp. changed its name to
FINdex.com, Inc. We currently own 4,700,000 shares of FINdex.com, Inc. (the Delaware corporation), representing
100% of its total outstanding common stock.

STRATEGY

The common thread among our current software products is their target constituency, consumers that share a devotion
to or interest in Christianity and faith-based “inspirational” values. Our focus is to become the largest worldwide
provider of Bible study and related faith-based software products as well as to continue our sales growth across all
distribution channels and our market share growth in all of our current product categories. We plan for the continued
broadening of our product lines through marketing and sales initiatives, ongoing internal development of new
products, expansion and upgrade of existing products and strategic product line and/or corporate acquisitions and
licensing. Specifically, our development strategy includes:

Creating and Maintaining Diversity in Our Product Titles, Platforms and Market Demographic

We are committed to creating and maintaining a diversified mix of titles and title versions to mitigate our operating
risks, and broaden market appeal within our demographic. Therefore, we strive to develop and publish titles and title
versions spanning a wide range of categories, including Bible study, financial and church management, pastoral
products, children’s software and language tutorials. We may also design our software for use on multiple platforms in
order to reach a greater potential audience. There are a number of factors that we take into consideration when
determining the appropriate platform for each of our titles and title versions, including, among others, economic cost,
the platform’s user demographics and the competitive landscape at the time of a title or title version’s release.

Creating, Acquiring and Maintaining Strong Brands

We attempt to focus our development and publishing activities principally around software products that are, or have
the potential to become, titles and title versions possessing sustainable consumer appeal and brand recognition. To that
end, we are continually in pursuit of intellectual property licensing opportunities with respect to software titles and
title versions that are strategically aligned with our existing product line and focus. We have entered into a number of
such strategic relationships with the owners of various forms of intellectual property which have allowed us to acquire
the rights to publish content and develop titles and title versions based upon such intellectual properties. In addition,
we may acquire intellectual property licenses in the future for products outside of our current area of focus.

Our development strategy further includes the pursuit of acquisition and related strategic growth opportunities
involving other companies that sell faith-based merchandise and services. As part of this strategy, we may acquire
businesses that (i) only recently commenced operations, (ii) are development-stage enterprises in need of additional
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funds to expand into new products or markets, or (iii) are established businesses that may be experiencing financial or
operating difficulties and need additional capital. We may also pursue other strategic growth opportunities, including,
but not limited to, the acquisition of new product lines, content licensing, proprietary technology licensing or
acquisitions, asset acquisitions, or acquisitions of other operating businesses, provided, however, that any such
opportunities fit our corporate growth strategy and provide immediate or near term added value and provide a
measurable increase in our existing customer base or a new, related customer base to which we can cross-market our
products and produce greater revenues and/or earnings. Furthermore, we have not ruled out the pursuit of transactional
opportunities in areas outside the faith-based market demographic.
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There are significant risks and complexities associated with any such growth opportunities and/or acquisitions
including but not limited to due diligence investigation, comparative investigation, comparative analysis, financing,
operational transitions, and growth control or abatement. Because acquisition and related opportunities may occur in
relation to businesses at various stages of development, the task of comparative investigation and analysis of such
business opportunities is likely to be extremely difficult and complex. In connection with our pursuit of such
opportunities, we are also likely to incur significant transition and integration costs, ongoing operations costs, legal
and accounting costs, including the legal fees for preparing acquisition documentation, due diligence investigation
costs and the costs of preparing reports and filings with the SEC.

Disciplined Product Selection and Development Processes

The success of our business depends, in significant part, on our ability to develop titles and title versions that will
generate appreciable unit volume sales while simultaneously meeting our high quality standards. We use a formal
control process for the selection, development, production and quality assurance of our titles and title versions. We
apply this process to products under development with external, as well as internal, resources. This control process
includes upfront concept evaluation as well as in-depth reviews of each project on numerous levels and at various
intervals during the development process by a team that includes our senior management and a number of our key
technical, marketing and product development personnel.

Internal and External Development Groups

We develop our titles and title versions using a strategic combination of our internal development group and external,
independently contracted developers, a team of which are located in the Russian Federation and several others of
which are located in the United States and India.

We strive to provide our in-house team the independence and flexibility needed to foster creativity and teamwork.
Employing an in-house development team provides us with the following advantages:

▪our developers work collaboratively, sharing development techniques, software tools, software
engines and useful experience, to form a strong collective and creative environment;
▪the ability to re-focus efforts quickly to meet the changing needs of key projects;
▪more control over product quality, scheduling and costs; and
▪our developers are not subject to the competing needs of other software publishers.

In March 2004, we opened an in-house development office in Naperville, Illinois, and we also maintain development
and technical staff at our Omaha, Nebraska headquarters.

We select our external developers based on their track record and expertise in producing titles and title versions within
certain categories. This selection process allows us to strengthen and leverage the particular expertise of our internal
and external development resources, as well as to scale up and down as necessary, to maximize the productivity of our
development budget.

PRODUCT DEVELOPMENT

We are committed to the ongoing development of our existing software as well as the development of new software
titles and title versions. Our product development methodology is modeled around elements of the consumer packaged
goods and software industry. Within this model, our management assesses the current market and establishes a
direction for each of our products, while key personnel monitor quality, delivery schedules, development milestones
and budget. Prior to final approval, whether developed internally or externally by our third-party developers, we test
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The manufacturing time and gross margin percentages for each of our products can vary significantly from platform to
platform. For each of our products we establish and periodically review an individual product development timeline
and expenditure budget, taking into consideration, among others, the following business factors:

▪prior year or season selling rates for existing and competitive products;
▪known or estimated growth rates for existing and competitive products;
▪new market opportunities for products, product categories, or product platforms;
▪competitive products and known competitive strategies;
▪general consumer market and consumer economic sentiments including past, present, and
projected future conditions and/or events;
▪technological changes, improvements, new platforms, and platform market share shifts;
▪general distribution channels and customer feedback;
▪current and perceived corporate cash flow;
▪availability and limitations related to knowledgeable/expert talent and workforce; and
▪known or projected risks associate with each of these factors.

Our total product development costs incurred during the years ended December 31, 2005 and 2006, were
approximately $1,029,000 and approximately $682,000, respectively, of which capitalized costs accounted for
approximately $812,000 and approximately $491,000, respectively and expensed costs accounted for $217,000 and
approximately $191,000, respectively.

OUR PRODUCTS

Our focus is to become the largest worldwide provider of Bible study and related faith-based software products. To
that end, we utilize a brand structure and market our largest selling titles and title versions under the distinct key
brand: QuickVerse® and Membership Plus®. We support this strategy through the regularly scheduled introduction of
new titles and title versions featuring this brand. In the year ended December 31, 2006 we released a total of
approximately eleven titles and title versions for PC, Macintosh® and PDA platforms. Through the remainder of the
fiscal year 2007 we currently plan on releasing a total of approximately sixteen titles and title versions for PC,
Macintosh® and PDA platforms.

Our faith-based software titles and title versions are currently divided among the following six categories:

▪Bible Study;
▪Financial/Office Management Products for Churches and other Faith-Based Ministries;
▪Print & Graphic Products;
▪Pastoral Products;
▪Children’s Products; and
▪Language Tutorial Products.

-4-
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Bible Study

For the fiscal year ended December 31, 2006, approximately 65% of our revenues were derived from sales of our
flagship QuickVerse®, an industry-leading Bible-study software now in its 18th year and 11th version, which is
available in an array of content package variations ranging in retail price from $9.95 to $799.95. Originally introduced
into the market in 1989, QuickVerse® has sold over one million copies since its introduction and is currently believed
by us to be the market leader in its category.

QuickVerse® simplifies biblical research, allowing users to view multiple reference materials, including Bibles,
dictionaries, commentaries and encyclopedias, side-by-side on the computer screen. A built-in “QuickSearch” feature
enables the user to highlight a word or Bible verse and find all of its occurrences in a particular text. Advanced search
options enable users to search by word, phrase or verse across multiple books, offering search options that locate all
forms of a given search word without the need for embedded symbols. For example, a search for the word “rise”, will
yield the words “arise”, “risen”, “rising”, and “rise”. QuickVerse® 2007, our latest version, is currently available in six
CD-Rom editions for PC. Each edition of QuickVerse® contains several Bible translations (e.g., the King James
Version, the American Standard Version, etc.) along with numerous reference titles (e.g., dictionaries, commentaries,
encyclopedias, etc.).

The QuickVerse® family of products for PC includes:

▪QuickVerse® Bible Suite (which contains 8 Bibles and 40 reference titles, retail price: $39.95);
▪QuickVerse® Essentials Edition (which includes 10 Bibles and 44 reference titles, retail price:
$59.95);
▪QuickVerse® Standard Edition (which includes 15 Bibles and 63 reference titles, retail price:
$129.95);
▪QuickVerse® Expanded Edition (which includes 17 Bibles and 100 reference titles, retail
price: $249.95);
▪QuickVerse® Deluxe Edition (which includes 23 Bibles and 154 reference titles, retail price:
$349.95); and
▪QuickVerse® Platinum Edition (which includes 25 Bibles and 272 reference titles, retail price:
$799.95).

Furthermore, for QuickVerse® 2007 we introduced the QuickVerse® 2007 Upgrade Download (retail price: $29.95),
which is an update to the QuickVerse® engine for those with prior QuickVerse® versions (QuickVerse® 8.0 Essentials
or above). Each QuickVerse® purchase includes access to additional books and content, which can be unlocked or
downloaded and made accessible for an additional fee.

-5-
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QuickVerse® Mobile, an industry-leading Mobile Bible-study software, is compatible on both Pocket PC® and Palm®

OS operating systems, and is currently in its 4th year and 4th version. This program provides the same simplified
access and many of the personal Bible study features found in the desktop QuickVerse® versions. QuickVerse® 2007
Mobile is currently available in three editions as a download and in CD-Rom. Each edition of QuickVerse® 2007
Mobile contains several Bible translations (e.g., the King James Version, the American Standard Version, etc.) along
with numerous reference titles (e.g., dictionaries, commentaries, encyclopedias, etc.).

The QuickVerse® 2007 Mobile family of products includes:

▪Standard Edition (which includes 3 Bibles and 6 reference titles, retail price: $29.95);
▪Deluxe Edition (which includes 6 Bibles and 9 reference titles, retail price: $39.95); and
▪Platinum Edition (which includes 8 Bibles and 13 reference titles, retail price: $69.95).

Each edition contains 125 scripture reading plans and provides the user with the ability to create their own.

During the fiscal year 2005, we introduced QuickVerse® Macintosh, which is compatible with Macintosh® OS X 10.3
or higher operating systems, and is currently in its 2nd year and 2nd version. QuickVerse® 2007 Macintosh is available
in three editions and provides access to several Bible translations (e.g., the King James Version, the American
Standard Version, etc.) along with numerous reference titles (e.g., dictionaries, commentaries, encyclopedias, etc.).

The QuickVerse® 2007 Macintosh family of products includes:

▪QuickVerse® White Box Edition (which includes 10 Bibles and 45 reference titles, retail price:
$59.95);
▪QuickVerse® Black Box Edition (which includes 15 Bibles and 66 reference titles, retail price:
$129.95); and
▪QuickVerse® Gold Box Edition (which includes 22 Bibles and 158 reference titles, retail
price: $349.95).

Each QuickVerse® Macintosh product contains numerous “Search Panel” features, including user-defined book
categorization, desktop books, download books, interactive workbooks and daily reading plans, as well as an
exclusive “Preview Drawer”, allowing users to have an unlimited number of books open at any time.

QuickVerse® customers include (i) individuals devoted to or otherwise interested in studying Christianity and (ii)
religious and other spiritual organizations including schools, churches and other faith-based ministries.

In addition to QuickVerse®, we also develop and market certain other Bible study software packages. These include
the Vine’s® Complete Collection, the Nelson’s® Reference Collection, the Warren Wiersbe® Collection, the John
MacArthur® Collection, the Life Application Bible Commentary® Collection, the Willmington Guide to the Bible®
Collection, and the Fisherman Study Guide® Collection. Although our prices are subject to change from time to time,
these titles currently range in retail price from $9.95 to $249.95 per unit.

Financial/Office Management Products for Churches and other Christian Faith-Based Ministries

For the fiscal year ended December 31, 2006, approximately 27% of our revenues were derived from sales of
Membership Plus®, an industry-leading church management software now in its 11th version. Membership Plus® 2007
is available in each of a standard and a deluxe package at retail prices of $199.95 and $399.95 respectively. Each of
these product packages provides church database, financial management and church productivity tools, including
those designed to streamline church office accounting, tasks and scheduling, track membership and contributions,
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organize membership databases, and provide efficiency in producing targeted mailings, attendance reports and
IRS-compliant contribution receipts. The deluxe package is equipped with a broader functionality and range of
features, including, for example, a number of templates for legal agreements frequently used by these types of
organizations and a fund based accounting function.
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Membership Plus® is designed to serve the unique needs of churches, “para-church” organi
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