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Selling Up, Selling Out CORUM

MERGERS & ACQUISITIONS

Since 1990, the most
attended executive
conference in technology
history

More events hosted than
all other competitive
conferences combined

Over $2 trillion in
transaction value by
attendees - buyers
and sellers
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Events Insights Our Team FAQ

CORUM

MERGERS & ACQUISITIONS ABOUT VALUATIONS & PROCESS TRANSACTIONS RESOURCE CENTER CONTACT

TECH M&A FOR CEOS, BY CEOS.

With the most senior dealmakers leading

the most successful tech M&A process in
CORUM

history, Corum has sold more software

and related technology companies than

anyone. Is it time for you to take the next With the most

step with Corum? senior
dealmakers
leading the
most
successful

I'm not ready to se teCh M&A

Risbirgeridid | process in

L | history, Corum

conTacT us ABcuT com e has sold more

software and

I want to sell and get in
touch with an advisor
immediately.

1 am thinking about
selling and would like
more information.

Years in business Advisors worldwide In wealth created Closed transactions
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Email questions to
info@corumgroup.com

This event is being recorded

On demand webcast will be available at
WWW.Corumgroup.com

CORUM

MERGERS & ACQUISITIONS



Past Conferences and Reports CORUM

MERGERS & ACQUISITIONS

Private Equity Panel

Buyers Panel

Top Acquirer Profiles: Google, Constellation
Valuation Strategy

Planning for Post-Acquisition Success

Special Reports: SaaS, Mobile, Gaming, France,
Canada, Payments, Agtech, Security



Past Attendees Include
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3-Year Market Valuation Trends CORUM
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Merge Briefing

MERGE BRIEFING

90 Minutes
Industry Update

Overview of the M&A
Process
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Half-Day

Tech M&A Bootcamp

The most attended
tech executive
conference in history
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< 4 ORUM MERGE BRIEFING

1SELLING OUT

Half-Day
Tech M&A Bootcamp

The most attended
tech executive
conference in history

90 Minutes

Industry Update

Overview of the M&A
Process



MERGERS & ACQUISITIONS

Tech M&A Valuation
Metrics

Starts in 1 minutes

wa Thoughts? Questions? Let us know!
@CorumGroup
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JOEL ESPELIEN,

® Joel Espelien has worked in a number of roles over a twenty five year career in the
technology industry and has participated in multiple successful transactions since joining
Corum in 2017, including the recent sale of loT smart logistics company Connected
Holdings to Phillips Connect Technologies.

® Prior to Corum Joel was involved in many successful technology M&A transactions,
including video pioneer DivX LLC (acquired from Rovi and sold to Neulion), pet IoT
company Snaptracs, Inc. (acquired from Qualcomm, merged with Whistle Labs, sold to
Mars pet food), Al startup 1Q Engines (acquired by Yahoo), AgTech loT leader 640 Labs
(acquired by Monsanto/Climate Corporation) and mobile video pioneer PacketVideo
(acquired by NTT DoCoMo).

¥ Joel started his career as IP and corporate attorney at Cooley LLP in Palo Alto and San
Diego, California and is still a member of the Bar in both Washington and California.

¥ He holds a JD/LLM (International and Comparative Law) from Duke University and a BA
from St. Olaf College.



What is my company
worth?



It’s complicated...
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Private companies are
unique.
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Price Discovery CORUM

MERGERS & ACQUISITIONS

The process of determining the price of an
asset in the marketplace through the
interaction of buyers and sellers




What Buyers Value

MARKET ORGANIZATION

Growth Potential Team
Market Position Product/Technology

Sales Channel

Competitiveness

Barriers to Entry Customer Base

Strategic Partnerships

Stickiness

. INTANGIBLE ASSETS

CORUM

MERGERS & ACQUISITIONS

FINANCIAL
Recurring Revenue
Earnings/Profitability

Growth Rates

Balance Sheet



Valuation Methodologies - CORUM

Necessary, But Not Sufficient MERGERS & ACQUISTIONS

1. Models and methodologies do often define the
boundaries — what ballpark are you playing in?

2. A bad process or no process often results in a failed
deal or a valuation at the low end of the range.

...............................................................
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3. A good process can result in a valuation at or above
the high end of the range.
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Valuation Methodologies CORUM

MERGERS & ACQUISITIONS

Sales multiple — Public peer group
Earnings multiple — Public peer group
Comparable M&A transaction analysis
Discounted cash flow (DCF)
Replacement cost analysis

Dollars per R&D Developer

Internal rate of return (IRR)
Liquidation value

Book value

Internal Transaction Price



Valuation Methodologies CORUM
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Sales multiple — Public peer group

Earnings multiple — Public peer group o« commonly

used for tech

Comparable M&A transaction analysis companies

Discounted cash flow (DCF)
Replacement cost analysis
Dollars per R&D Developer
Internal rate of return (IRR)
Liquidation value

Book value

Internal Transaction Price



When Are Traditional Valuation CORUM

Methods Appropriate?

/ Mature business model
/ Profitability

/ Undervalued Team/Tech
V' Fast Growth

/ EBITDA $1M+

/" GAAP Financials

MERGERS & ACQUISITIONS

¥ Immature business model
X Negative EBITDA

X Main assets are team/IP
¥ Slow Growth

X Revenue <$5M

X No GAAP/Projections



Valuation Methodologies CORUM

MERGERS & ACQUISITIONS

Sales multiple — Public peer group
Earnings multiple — Public peer group
Comparable M&A transaction analysis

Discounted cash flow (DCF)

Replacement cost analysis Relevant to team +
tech acquihire
Dollars per R&D Developer scenarios

Internal rate of return (IRR)
Liquidation value
Book value

Internal Transaction Price



Valuation Methodologies CORUM

MERGERS & ACQUISITIONS

Sales multiple — Public peer group
Earnings multiple — Public peer group
Comparable M&A transaction analysis
Discounted cash flow (DCF)
Replacement cost analysis
Dollars per R&D Developer
Internal rate of return (IRR)
Liquidation value Not frequently used

Book value

Internal Transaction Price



Not All Revenue Is Equal CORUM

MERGERS & ACQUISITIONS

Software, SaaS and
Subscriptions, (No Churn) Scalable,

X Recurring,
SoftV\(arg, SaaS and Proprietary
Subscriptions, (Churn)
-
Increasing Transactional Platform | Sca|ab|_e,
Value Revenue | Reoccurring,
Recurring,

Managed Services
g | not as scalable

Services | One-off,
N Commodity

Reseller/Hardware




The Buyer’s Business Case CORUM

MERGERS & ACQUISITIONS

Every buyer will have an internal business case for your
company.

“How big can we grow this business with the resources at
our disposal?”

Strategic buyers often have stronger business cases than
financial buyers, leading to higher valuations and multiples.

In 2005, Google bought Android, which had very
little revenue, for $50M. Did they overpay?

The business case wouldn’t exist without the seller’s
technology or the buyer’s resources — and buyers are the ones
that capture the majority of the upside.

Help the buyer make their business case. Make two sets of
pro forma projections, a bootstrapped version assuming no
additional capital, and one that shows what kind of
growth can be achieved with a certain level of capital.



Challenges In Valuing Tech CORUM
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METHODOLOGIES

« Traditional valuation methods generally don’t take
the value of intangible assets into account.

DATA QUALITY

e Even with access to databases, there is limited data
on private comparables. As a result many
comparisons will be imperfect.

 Most early stage tech companies lack a dedicated
CFO. Problems with GAAP accounting, revenue
recognition and bottom-up forecasting are especially
common.



External Factors

More PE and
Non-Tech
Buyers

Strong
Corporate
Balance Sheets

Historically
Low Interest
Rates

Drivers of
Global
Tech M&A

CORUM

MERGERS & ACQUISITIONS

Global Tech
Arms Race

Public Market




Strategic Buyers

Google

Complementary products/services/

B Microsoft distribution

Similar businesses — different
geography

Part of your “food chain”

New advanced technology

|ntel

Competitors (approach with caution)

>
accenture




Private Equity Portfolio Companies

Financial buyers behaving like strategics

Deploying cash through portfolio companies

Doing deals for strategic reasons (technology,

footprint, channels, etc.)

Often with strategic prices

CORUM

MERGERS & ACQUISITIONS

1D R A

o

CORUM

has acquired

PIP€ELINE

‘orum acted as exclusive M&A advisor to Pipetine
MERGERS & ACQUISITIONS

aaaaaaaaaaa

5/‘ INTEGRON

Corum acted as exclusive M&A advisor to Integron
MERGERS & ACQUISITIONS

certify

travel & expense made easy

has acquired

Corum acted os exclusive M&A advisor to Captio
» u..m‘&. isiTioNs

TA[ASSOCIATES

FP

FRANCISCO
PARTNERS

abry partners

N



Financial Buyers CORUM

MERGERS & ACQUISITIONS

TTTTTT

Financial engineers (“smart money”)

Some high-volume, tech-savvy firms

TA|ASSOCIATES

Others lower volume and/or less tech-savvy

Usually cash — be careful of complex

structures
AKKR Primarily concerned with RO
- - Usually plan to hold and sell again
P - :
R oreids Due Diligence is tougher (NO leverage)

. Rarely more than 90% investment
V Platforms, bolt-ons, roll-ups

\\\\\\\\\\\\\




Tech M&A PE Platform Deals CORUM

2 O 1 4 - 1 9 MERGERS & ACQUISITIONS

496 492
398
323
iiil iiil

2014 2015 2016 2017 2018 2019



Platform vs. Bolt-on Acquisitions CORUM
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m Bolt-on Platform

2017 2.7:1

40
29 34
2018 3.6:1
27
2019 5.5: 1
19 16
17
I

& . .
jvisTA TA|ASSOCIATES ENCE 224 Hg KKR = BainCapital

PARTNERS

giromasravo  INSIGHTT  Grovieencemquy  AQUILINE AKKR maro@oyrry

PARTNERS



Non-Traditional Tech Buyers CORUM
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Gaining ground in ecommerce... Using Al to better target customers...
Walmart Jet AAN agve
PE§MART chewy... KraftYeinz wellio
Differentiating through services... Using AR tech to drive sales...

> TaskRabbit LOREAL

Office o (ULTA GLAMSE



Public Markets

Tech M&A Follows the Market




3-Year Market Valuation Trends CORUM
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Exit Strategies

S—Empleyee-Ownership—ESOP
—Public-nitiatOfferine—iPe

5. Merger/Sale or Recapitalization



Exit Strategies

= Lack of hard assets

= Bank financing unavailable

...0Only used in PE leveraged buyouts



Outlook for Tech M&A CORUM
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TOP DRIVERS OF TECH TOP GROWTH STRATEGIES FOR
M&A ACTIVITY TECH COMPANIES

Recruiting &
Retaining Talent

Adding New
Products &
Services

M&A

Seeking
Additional
Capital

Expandingin
Emerging
Markets

Other



What Goes Up... Must Come Down? CORUM
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Seller’s Market
$70 million dollar deal
All cash at closing

On the Way Down...
$50 million dollar deal
at closing
1/2 earn out
...over 4 years

Market Bottom

$30 million dollar deal
All divided between
earnout & stock
No cash at closing...



M&A Process and Timeline CORUM

6-9 MONTHS ON AVERAGE MERGERS & ACQUISITIONS

The Goal: Maximize shareholder value and successfully execute the proposed sale

The Method: Detailed research, timely communication and time-proven sales process

The Strategy: Pro-actively orchestrate a controlled auction that provides your company
with multiple options at the highest supportable valuation

Weeks 15-26 Weeks 26+
Weeks 1-5 Weeks 6-14 Deal SPA & Due
Preparation Buyer Contact < .- ore
Negotiations Diligence
«Complete CEO worksheet Initiate dialogues with potential -<Manage auction process *Final due diligence process
*Conduct IPM with Corum team buyers *Organize final management *Negotiate definitive purchase
. *Qualify interest discussions/visits agreement and related deal
*Prepare executive summary documentation
«Finalize b list *Distribute executive summary, *Open data room, begin initial
Inalize buyers lis NDAs, financials due diligence *Negotiate employment and

*Develop synergy and non-compete agreements

contribution analysis *Organize conference calls, site *Negotiate with top bidders

visits and meetings -Monthly meetings with deal *Integration planning

*Compile and review financials

*Milestone meeting with Corum team *Monthly meetings with deal
-zlrslttmonthly meeting with :aalT(;:lx weeks after go-to- -Select buyer team
eal team .Sign LOI t -sh iod *Close and receive payment
*Approve go-to-market *Valuation report developed, ign » enter no=shop perio
deliverables distributed as needed

*Qualify indications of interest

*Monthly meetings with deal
team

+Initiate auction phase



Benefits of a Structured Process CORUM
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PARTNER TARGETING

* |dentifies buyers you may have never heard of, where the
fit may not be immediately obvious.

NEGOTIATING POSITION

» Brings more buyers to the table, helps strengthen seller’s
negotiating position.

FOCUS

« Saves time so you can focus on making your numbers.

* Independent valuation assessment helps you gauge
whether or not the buyer is offering a fair price.



Conclusion

Effective process determines your
company’s valuation

Going to market
Communicating with buyers
Getting feedback

Learning



MERGERS & ACQUISITIONS

Tech Valuations
In the Wake of the Pandemic



Valuation Lifecycle CORUM
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5.0x

Optimal Time to Sell

4.0x

3.0x

2.0x

1.0x

Source: 451 Research, Corum Research



Public Valuations by Market CORUM
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Horizontal Vertical Consumer
- v 4
0
- 1% - 13% +62%
Internet Infrastructure
A
v
- 6% +9%
IT Services IT Services
Developed markets Emerging markets
A
\ 4

- 8% +H9%



Current Median Exit Multiples: Tech* CORUM
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4.5x

4.0
4.0x

2020

3.5x

3.0x 27

2 5x 2.3 2.4 -6

2.0
2.0x 1.9

1.5x 1.7 1.7
1.0x 1.2 1.2
0.5x

0.0x
2003 2005 2007 2009 2011 2013 2015 2017 2019 Jan Feb Mar Apr May Jun Jul

Source: 451Research, Corum Research *As of 7/31/2020, only 7% of announced deals disclosed deal terms.



Valuation Lifecycle CORUM
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Now
* Valuations are still high
5.0x + Capital still needs to be deployed

* Priced for risk

* Buyers will hedge with structure

-

Gy <10
* Record high valuations
* High level of capital to spend
* Priced for perfection
* Seller-preferred structure
3.0x
When we hit bottom
2 0x * Fire sales
* Buyer preferred structures
* Priced for failure
1.0x

Source: 451 Research, Corum Research



Price Rationalization

SECTOR

Soc Network

HR

Automotive

Business Intel

Energy & Environment

IT Services

Jan 2020

5.76X

7.02x

4.69x

7.02x

2.53X

1.52x

YTD

4.18

6.05

3.67X

5.28X

2.04x

1.10x

CORUM

MERGERS & ACQUISITIONS

Change

$ -27%

- 8%



Outliers

SECTOR EV/S Change since Jan 2020

veattnTech  Orterapoc. M +14206 7 * +68%

eCom ewayfair 4 +162% FEtsy 4+137%

e, zoom A +151% m

Gaming Azynga A +75% ACTIVEISION * 37%



Valuation Lifecycle CORUM
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Gaming
Remote Comms Healthcare
50x Software Technology
When we hit bottom
* Fire sales
2 Ox » Buyer preferred structures

* Priced for failure

Source: 451Research, Corum Research



Tech Valuations CORUM

IN THE WAKE OF THE PANDEMIC MERGERS & ACQUISITIONS

Tech valuations still strong (for now)

Assess your position

Technology lifecycle

Valuation lifecycle

Calibrate the M&A market

Timing is critical



Email questions to
info@corumgroup.com

This event is being recorded

On demand webcast will be available at
WWW.Corumgroup.com

CORUM

MERGERS & ACQUISITIONS



Selling Up, Selling Out CORUM
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< 4 ORUM MERGE BRIEFING

1SELLING OUT

Half-Day
Tech M&A Bootcamp

The most attended
tech executive
conference in history

90 Minutes

Industry Update

Overview of the M&A
Process
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Growth & Exit Strategies
For Software & IT Companies
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After the Deal — Celebration CORUM




MERGERS & ACQUISITIONS

www.CorumGroup.com



CORUM
Thank you!



