


TRANSACTIONS

Figure 3: Total eDiscovery M&A* (3 years)
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* Includes Storage & Archiving. Source: The 451 Group, Capital 1Q and TripleTree.

Figure 4: M&A is Increasing in eDiscovery

Select eDiscovery M&A Transactions (in $ millions, except multiples)

Enterprise EV/

Date Buyer Target Description Value (EV) Revenue Revenue
Apr-09  Unify Corp. AXS-ONE eDiscovery $19.1 $13.4 1.4x
Feb-09 Integreon Onsite3 eDiscovery $28.0
Jan-09  Autonomy Interwoven ECM, WCM, eDiscovery $770.0 $253.0 3.0x
Jan-09  Continuum WW Focus Solutions eDiscovery $7.9
Jul-08  Infonic (Corpora) Lexalytics 5.0 eDiscovery $10.0 $2.0 5.0
Jul-08  Interwoven Discovery Mining eDiscovery $36.0 $6.0 6.0%
Jul-08 EED Daticon eDiscovery
Jun-08  Proofpoint Foritva Storage & Archiving
Jun-08  FTI Consulting Attenex eDiscovery $88.0 $25.0 3.5x
Apr-08 HP Tower Software Record Management $100.0 $38.4 2.6x
Mar-08  Stroz Friedberg Docuity eDiscovery $84.0
Feb-08 Dell MessageOre eDiscovery, Storage & Archiving $165.0 $25.0 6.6x
Feb-08 Teracloud Estorian Corp eDiscovery
Feb-08 Atempo Lighthouse Global Tech Storage & Archiving
Dec-07 Seagat MetaLINCS eDiscovery $74.0 $7.0 10.6x
Oct-07  Iron Mountain Stratify eDiscovery $158.0 $30.0 5.3x
Jul-07  Autonomy ZANTAZ eDiscovery, Storage & Archiving $375.0 $98.7 3.8x
Jun-07  Xiotech DolphinSearch eDiscovery
Jun-07  Iron Mountain Accutrac Software Compliance
Jun-07  Lexis Nexs Image Capture Engineering  eDiscovery
Jun-07  Xerox Amici eDiscovery $174.0
May-07  Anacomp Caselogistix eDiscovery
Apr-07  TA Associates Intralinks eDiscovery $400.0 $59.7 6.7x
Mar-07  Merrill Corp. Lextranet eDiscovery

High $770.0 $253.0 10.6x

Median
Low $7.9 $2.0 1.4x

* Includes Storage & Archiving. Source: The 451 Group, Capital IQ and TripleTree.
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CONCLUSION

The maturing eDiscovery market is trending toward leadership by global software providers
whose international reach, extensive sales force, and strong content and records management
suites will match up with the increasingly complex data management needs of organizations.
This proactive sales approach breaks traditional norms for eDiscovery vendors and will emerge
as an imperative for new market leaders.

To address the opportunity “white space” in compliance and risk management, these
firms will find a likely entry point through eDiscovery, via acquisitions or partnerships with
specialized eDiscovery vendors. These best in class specialists are defined by unique
eDiscovery knowledge, IP and services. In addition:

e Compliance Is Top Of Mind For CFOs, CROs & CIOs. eDiscovery is a segment of
a broad landscape including IT Governance (ITG) and Governance, Risk and Compliance
(GRC). The importance of these silos is garnering attention from organizations as they
seek more holistic compliance solutions for enterprise-wide needs.

e Solutions With Process And Workflow-Centric Features Are Relevant. Key
eDiscovery features include the ability to support EDRM workflow and integrate with other
compliance automation workflows like ITG and GRC. Other beneficial features include
content search, filtering, tracking and notifications; as well as support for document
retention, policy protocols, and repositories that acknowledge native document formats.

As the market shifts to a proactive approach, enterprises will develop more stringent data
and security requirements for their eDiscovery providers. This means that the enterprise
customer base may resist entrusting highly confidential legal data to small vendors who are
susceptible to failure or breach. In addition:

e eDiscovery Purchasing Decisions Will Remain Fragmented. eDiscovery buyers
in the enterprise are still being defined. General counsel and external counsel purchasing
decisions may happen on a case-by-case basis, and the shift to a proactive eDiscovery
sales approach means decision making and financial support for eDiscovery investments
are inconsistent. Global software vendors will take advantage of these trends by leveraging
long-standing client relationships and triangulation toward e-Discovery decision makers.

e People Will Remain Vital To The eDiscovery Process. The introduction of
automated eDiscovery solutions supports a faster, more consistent and increasingly
reliable eDiscovery process. However, many aspects of the eDiscovery process are still
people-intensive and global vendors may begin to position eDiscovery solutions into their
broader solution mix because they are best positioned to fold in the requisite specialty
services and support.

eDiscovery vendors face a set of unique challenges. As eDiscovery M&A consolidation
accelerates, it is critical for emerging vendors to understand how value drivers affect their
business. There is considerable variation across a variety of business metrics for the 70-plus
vendors who comprise TripleTree’'s emerging eDiscovery universe. TripleTree has developed
a comprehensive 40-factor scoring methodology for indentifying where companies can build
value and overcome potential challenges with an eye on future liquidity.
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Below we've listed a summary of factors for eDiscovery vendors interested in a high-level
peer-to-peer comparision:

» Financial
Quality and type of revenue; profitability; growth metrics; contract structure and terms.

» Operational / Technical
Scalability of solution; uniqueness of IP; technical architecture; delivery model and
pricing.

» Market Presence
Proven sales model given diverse buyer universe for eDiscovery solutions; cross-sell and
up-sell applicability; brand momentum with one or more channels.

» Feature Set
Specialist or platform approach; EDRM workflow components; application programming
interfaces (APIs); robustness of solution across TripleTree’s Compliance Q-Diagram.

As an investment bank and strategic advisor, TripleTree is committed to helping mid-market
companies understand and take advantage of macro-trends like those in eDiscovery.

Looking ahead:

e The Appetite Of Private Equity Has Abated...For Now. Lumpy revenue streams
have stifled much of the PE interest around eDiscovery, yet roll-up and platform
opportunities remain.

e Valuation Disconnects Need To Align. Valuation disconnects persist between
buyers and sellers. Buyers are seeking “value” at 2x revenue and sellers are seeking
“premiums” far higher. Any savvy industry observer has seen similar scenarios play out
before. Consolidation will occur and eventually innovators will be acquired and some
valuation “balance” will be attained.

e VendorConsolidation Will Continue. Fragmented markets cannot sustain themselves.
As with most sectors, organizations are shrinking their list of trusted vendor/partners.
For vendors who want to remain relevant, the points below warrant consideration:

e Align sales tactics to pinpoint a quick eDiscovery ROI

e (Create an open approach to strategic alliances

e Publish best practices for eDiscovery deployments to reinforce the proactive
sales approach

TripleTree looks forward to learning more about your organization, the opportunities you're
facing, and how we may be able to accelerate your success through a unique and insightful
investment banking process.
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ABOUT TRIPLE TREE

TripleTree’s investment banking and advisory practice is focused on the intersection of
disruptive technology delivery models, business services, and vertical industry specialization.
Our commitment since our founding in 1998 has been to provide best in class private
businesses with independent perspectives, insight based on proprietary research, and candid
advice regardless of popularity.

TripleTree’s principals bring decades of experience as former operators of technology-
based businesses in healthcare, legal, financial services, professional services, telco and
distribution. We have led over 125 sell-side M&A transactions totaling $5B in enterprise
value with clients and buyers on three continents. Our recapitalization practice is growing
quickly and since 2006 our team has concluded over a dozen financing transactions with an
enterprise value in excess of $1B.

Relevant TripleTree Research:
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Relevant Compliance M&A and Recapitalization Activities:
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http://www.triple-tree.com/engagements/paisley_thomson.html
http://www.triple-tree.com/engagements/fivepoints_mindshift.html
http://www.triple-tree.com/engagements/oceanwide_descartes.html
http://www.triple-tree.com/engagements/hss_uhg.html
http://www.triple-tree.com/engagements/alacris_microsoft.html
http://www.triple-tree.com/engagements/tritech_westview.html
http://www.triple-tree.com/engagements/sircon_vertafore.html
http://www.triple-tree.com/engagements/ehr_abry.html
http://www.triple-tree.com/engagements/index.html
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