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TECHNOLOGY SERVICES MONTHLY

Welcometo the
MHH TechnologervicedNewsletter!

Welcometo the Novemberedition of the Mufson Howe Hunter Technology
ServicesMonthly. Asa follow up to last Y 2 y (i fle€e@n Salesforcechannel
partners, this month we highlight the expandingopportunities within the

ServiceNowecosystem Eachmonth, our team aimsto provide you with a

newsletter that containsthought-provoking content and analysis,as well as
updates on macroeconomicthemes, equity capital market performance,
private capital market trends and noteworthy M&A activitycall of which is

relevantto our coreindustrysectors

TechEnabled Outsourcing Enterprise
. ] Internet
Solutions Services Software

We hope you find this information valuable,and we welcomeany comments
or suggestions

Sincerely

==

BrandonK Eck
ManagingDirector,Headof Technologyservices

A ServiceNowopens Hyderabad R&Eentre

. A Epic, Cerner and others moving into expanding global EHR market, spys
'I"

KLAS
A The battle of the health clouds
A Making sense of IBMed Hat in the muktloud era

Select2018Franchise Themes
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&

Digital Transformation& Advisory. Businesgprocessesill continueto migrate from
legacy systems to modern technology (cloud, edge computing, analytics, 10T,
blockchainAl, etc.). We expectto seecontinuedgrowth in the digital transformation
consulting (DTC)channel Trusted advisorswith the ability to sell acrosssenior
businessstakeholderswithin an organization(CMO,CROCCOCOO,CIO)and who
providethoughtleadershipcommercialinsights targetedresearchand proprietary 1P
will be leadersin the category Foradditionalinsightseeour November2017TSM
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Regulation Technology The rapid proliferation of new and increasinglycompleh
regulations will continue to drive demand for RegTechsolutions that provide
operational efficiencies and cost benefits when applied to compliance and risk
managementpractices Increasedregulation A & yu§t i temporary challengefor
global financial institutions ¢ A (tleanew reality. FinancialservicesT A Navera@e
coststo meet their obligationsare $60 million; someare spendingup to $500 million
on compliance with KYCand Customer Due Diligence (Thomson Reuters) For
additionalinsightseeour August2017TSM

HealthcarelT: The sweepingparadigmshift toward population health managemeh
and valuebasedreimbursementmodels¢ will continueto drive robust demandfor
healthcarelT productsand services ConsultingServicesPata Analyticsand Patient
Engagementechnologywill comprisea growingportion of the overallHCITmarket,
reachingan estimated$74 billion in annualspendingby 2021 (Marketsand Markets
and MHH calculations) Serviceprovidersand solutionsthat improve interoperability
amongmyriaddisparatesystemswill be in high demandfor manyyearsto come For
additionalinsightseeour May 2017and September2017TSM

loT-Optimized Infrastructure Services & / 2 vy y 3 & §4l Stéeamline vendor
operationalmodelswhile reducingcustomercosts |oT will introduce tons of useful
datato the cloudthat needsto be capturedand effectivelymanaged laaSand PaaS
companieswill be a direct beneficiaryof this trend. Ciscoexpectsdatabaseanalytics
and loT workloadsto accountfor 22% of total workloadsby 2020 (Cisco,2016). For
additionalinsight,seeour June2017TSM J

N

Blockchainin Financial Services& Beyond Although most widely associatedwith
cryptocurrencies,some of the largest financial servicesfirms are exploring using
blockchain technology to improve highrisk and/or time-consuming operations,
includingcrossborder payments AML& KYQcompliance JAM securityprotocolsand
smart contracts We also expectto see further adoption acrossa variety of other
industries,includinghealthcare automotive, manufacturingandretail, amongothers.
Foradditionalinsightseeour Decembe2017TSM J
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http://www.mhhco.com/publication_pdfs/Technology Services Monthly - May 2017 Draft V7.pdf
http://www.mhhco.com/publication_pdfs/Technology Services Monthly - September 2017 v7.pdf
http://files.constantcontact.com/07e77b89001/4d746220-10ae-436a-b23a-bbe775e0f45c.pdf
http://www.mhhco.com/publication_pdfs/Technology Services Monthly - June 2017 - FINAL.pdf
http://www.mhhco.com/publication_pdfs/Technology Services Monthly - December 2017 v6 (1).pdf
http://www.mhhco.com/publication_pdfs/Technology Services Monthly - August 2017_2xiwbq.pdf
https://tech.economictimes.indiatimes.com/news/corporate/servicenow-opens-hyderabad-rd-centre/63097972
https://www.healthcareitnews.com/news/epic-cerner-and-others-moving-expanding-global-ehr-market-says-klas
https://www.cio.com/article/3319660/health-care-industry/the-battle-of-the-health-clouds.html
https://www.cio.com/article/3317557/mergers-acquisitions/making-sense-of-ibm-red-hat-in-the-multi-cloud-era.html

TECHNOLOGERVICES PRACTICE OVERVIEW

The MufsorHowe HunteiTechnology Servic&3roup serves growtariented, rapidly scalable businesses that leverage proprietary and enabling techsdimgie
address the evolving needs of modern enterprise customers. We apply deep industry expertise and broad transaction etppra@nde thoughtful, tailored
advice and solutions for our clientSur clients turn to us for outstanding M&A advisory and cap#alising execution.

Senior Banking Team

Brandon Eck
ManagingDirector,
Head of Technology Services

D215.399.5411® beck@mhhco.com

Prior Experience:

A Managing Director, Head of Technology &
Services, Janney Montgomery Scott

A Principal, Katalyst Securities
A Principal, RCWIlirus

Education:
A Gettysburg College (BA)

18+ Years of 60+ Transactions
Experience Completed

Andrew Wilson
Vice President,
Technologyservices

D215.399.5406® awilson@mhhco.con

Prior Experience:

A Senior Associate, Technology & Services, Jafiney
Montgomery Scott

A Associate, TMT, J.P. Morgan

A Attorney, M&A, Wilson Sonsini Goodrich &
Rosati

Education:
A Duke University (JD, MBA)
A U. North Carolina, Chapel Hill (BA)

8+ Years of 20+ Transactions
Experience Completed
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Mufson Howe Hunter
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Expanding Opportunitiaa the ServiceNoviecosystem

Table 1: Distributiorof ServiceNowbased Applications bFocusB

NOWis the only SaasS enterprise

applicationcompany with >$2 billiom revenue and on tracto growsubscription
revenuemore than30% in2019! In fact, Jefferies expects NOW to achieve $4 billion in Other, 20%
revenue and anarket capitalization of over $45 billion withiine next 1824 months?
NOW has plenty of runwégr sustained growth, havingreviously sized it$otal ITSM 33%
Addressable Market (TAM} $60 billion, implying current penetration of about 4%. ot

ortware
NOW has demonstrateithe ability to successfully expand existing customer spend. In Lifecycle 3%
fact, 80% ofnet new Annual Contract Value (ACM)2017 came from existing
customers? and NOW has only penetrated a fraction of the potential spending within IT Business »
existing clientsMHH believes that Systems Integration (SI) channel partners will play Mgmt, 4%
I ONRGAOFT NPT Siddefparsibrewihin exdsying &cbuldish & S Security &

I 0,
G5dNR Y3 @i KS Yy 2nbticé RahS new changes ¥ ihé \ea Risk 6%
ServiceNows engaging its partnersClearly they are taking their ecosystem Platform Senvi
seriously and showed it by dedicating an entire d&y2 NJ LIt NIy SN Sy I 6t SY S vigosdé Mg;ivfg%
-- VP of Business Development, SciencelLog|c IT Operations ’
Mgmt, 11%

2 KSNBI & b h zdpiic pdaudtBfEring. ¢ _ 5
requires less customization than competitive platforms like Salesforce and Workday, —[IRIELLCIANENXOAVA Vg o) o (o]o [V o1 Ap2d 0z 7. 0 4
all 0S8StAS@Sa (KL G blIFSevice Magagdmygni (N SfesantS & 2 R
a vastly enlarged opportunity for channglartners and thirdparty application
developersas these products wiltequire substantial customization andser
interfaces tailored for noAI T personnel.

LIN 200 &3 A UK

(@]
(]
S}

bh2 Qd NBOSyl NB@SydzS INRgGK KIFIa 698y ftI{NB T dz
productsaccountingfor 34% of newACV in 2017 This revenue diversification is
reflected in theServiceNovappstore, whichhas quadrupled the number of
applications listed since its inception2015% Table 1 (top right) reflects the diversity e

of l}lQV\fbasgd app]ications across functional areas. Table 2 (bottom right) reflects the 88% 28%

I OOSft SNI U A 2yTSK feveibub grawth. In/fatity2017 NOW derive80% of 66%
its new revenue from functional areas in whicftware wasnot previouslyused?
This means less competition for NOW in those areas, and it presémrsiandous
greenfield opportunity for NOW channgartners.

Although initially slower than its peers to embrace channel partners and-ffarty 2013 2014 2015 2016 2017
developers; waiting, for example, until 2015 to open an app stqidOW has clearly
begun to embrace (and invest in) its ecosystem, particularly since ramping up its non mIT = Emerging Products m Platform Add-ons & Other
ITSM offerings.

1, 2 Jefferies Equity Research (October 2018) | 3, 4, 5, 658n8ceNowCompany Data | ServiceNOW018 Analyst Day
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Expanding Opportunities in ti#erviceNoviecosystem

Thematurationof the NOW ecosystem is evident in
the recent acquisitions of several of the larg8strviceNowpartners. Accenture, for
example, has recently acquired Cloud Sherpishco Focus Group and Solid Serviston. >
CSC has acquired Fruition Partn&r¥(Keystoneand Aspediens. acce nture
CNHZA GA2Y tIFNIYSNB 6aCté0 RSY2YAadN)l GSR GKS LRGSVOI T nBacd c8ad75 g f dzS Ol
through an investmentdriven M&A/roll-up strategy.ln December 2012, FP raised a $12

million Series Aound ledby TridentCapital putting the company's prenoney valuation
at $25 million, or roughly 1.0x TTM reven8lEP raised another $5.5 million in June of salesforce

2014 and subsequently acquired two compargd®artners in lTandManta. In wor k d ay. servicenow.
September 2015, FP was acquired by CSC for $148 million, or roughly 2.5x TTM tevenue:
\J
b St .
pas
e “sep 2015 Lepiliz i
In.a similar fashion to Salesforce Ventures, NOW : Sep 2016 <

. . . . - Legeeiles Sep 2016 5
establishedServiceNow/entures to invest in companies across the NOW ecosystem, and ~ May 2015 : nashco

NOW itself has acquired several companies that expand their core functionality. = Nov 2016
Ecosystem Investments Recent Acquisitions m
) MobiChord BuildOn> V’ SKYGIRAFFE 033‘ DxContinuum
£ ME P . : waypoint msoh‘d servision
nuvolo @ MapAnything Telepathy @BrlghtPomt (Qlue) Jan 2016 Jan 2017

Recent RelevanBerviceNow& ServiceNowPartner Investments

S o : *
5 : > @) >
7] .
g servicenow : AtOS accenture Computacenter accenture
5 L OParlo v SKYGIRAFFE imaKumo TU reemiirs [ solid servision
= FriendlyData i GROUP EUROPE

Oct-2018 May-2018 Apr-2018 Sep2017 May-2017 Mar-2017 Jan2017
s A Acquisition A Acquisition A Acquisition A Acquisition A Acquisition A Acquisition A Acquisition
=4 A Developsatural A Developsartificial A Developsan : A Techenabled A ServiceNow A Providesservices, A ServiceNow
15 language interface for intelligenceand natural enterprise mobility :  services for Service implementation and consultancy and implementation and
o databases languagebased platform :  Management consulting integrated solutions consulting
Q workforceautomation : around the

solutions : ServiceNowplatform

1, 2, 3, 4, 5, GPitchbookand MHH Research
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U.S. ECONOMIC INDICATORS
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Sources: CapitallQ , Federal Reserve Bank of St. Louis
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U.S. TECH SERVICES MIDIAEBKET PRIVATE EQUBUY

Select October 2018 Bu@uts+

PE BuyOuts, Trailing 8 Quarters, as of October 3

I Deal Count Total Capital Invested*

Number of Deals Total Capital
¥ TrackMaven Oct23 Infrastructure 120
® Services $1.0B
100
SATDO' Oct18  HealthcareT $0.88
0.6B
g Infrastructure S
Io Oct 16 Services = ‘
S0.4B
40
applied logic Oct16  HealthcareT
20 $0.28
Mei':iplex Oct 3 IT Outsourcing _ L $0.0B
1Q17 2Q17 3Q17 4Q17 1Q18 2018 3Q18 4018
_ Oct1 IT Outsourcing mmm Add-Ons = Platform Total Capital Invested*®
PE BuwyOuts, by Deal Size PE BuyOuts, Historical Annual, as of Octobai
Number of Deals Total Capital
600 S4.5B
S4.0B
500
‘ $3.58
400 3.0B
20% = S0-25mm 3
\ / $2.5B
= $25-50mm 300
$2.0B
$50-100mm
200 S1.5B
$100-250mm
S1.0B
100
S0.5B
11% >0.08
2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: Pitchbook
*For deals with announced transaction value
**Please contact the MHH Technology Services Group directly for any information regarding valuation and deal size
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