Salesforce

Market Insights

SALESFORCE PARTNERS:
A COMPELLING M&A OPPORTUNITY

The M&A market for companies in the Salesforce
Partners program is reaching a critical inflection point.
Competition is growing more intense, as the number of
available firms shrinks, raising already-high valuations
for those that remain independent. At the same time,
proposed capital gains tax hikes make it imperative

for potential sellers to consider doing deals as soon

as possible.

BACKGROUND

salesforce

Salesforce is the dominant customer
relationship management (CRM)

platform. Over 150,000 companies
use its software to unite their marketing, sales, commerce,
service and IT into one integrated CRM platform.

But it doesn’t operate alone. Hundreds of outside IT
consultants partner with Salesforce to help users integrate
the software into their business processes. The growth
opportunity for Salesforce Partners stems from the fact
that 60% of Salesforce users expect to utilize the company’s
software as their primary database to support decision-
making for their clients, but 70% of them struggle with
integration of the company’s solutions and connected
applications. In line with companies’ heavy reliance on and
mainstream adoption of Salesforce, the Salesforce services
market has grown at a 28% cumulative average annual
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rate the past three years to reach $14.5 billion as of 2020,
according to Everest Group.

“As our business continues its unparalleled growth,

we generate huge demand for consulting services and
need innovative, successful partners,” Salesforce says.
“Consulting partners can grow a profitable business by
building expertise, leading differentiated practices, and
leveraging innovative tools.” Hundreds have done so, and
have prospered.

1 https://www.prweb.com/releases/salesforce_services_market_booms_at_28 growth_as_70_of
enterprises_struggle_with_salesforce_integration_everest_group/prweb17219713.htm
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In fact, Salesforce’s Partner program is one of the largest
cloud ecosystems helping user clients undertake digital
transformation initiatives (refer to page 5 for details).
Salesforce currently makes up 22% of the $57 billion global
CRM software market, making it an optimal platform for IT
companies to provide support services. According to IDC,
by 2024 Salesforce Partners will earn $5.80 for every $1

of revenue that Salesforce takes in and create over four
million jobs.

KEY M&A DRIVERS

Given the sector’s past and projected future growth, high
demand for companies to undergo digital transformation,
and the fragmented nature of the Salesforce Partner
network, FOCUS believes this area remains ripe for mergers
and acquisitions. Based on 2020 experience and the first
few months of 2021, FOCUS expects to see healthy levels
of M&A activity targeting Salesforce Partners due to their
high-demand capabilities supporting critical operations
related to digital transformation.

Salesforce Partners is a fragmented market, consisting of
several hundred companies, most of which employ 51

to 200 certified experts. Many of these companies are
looking to merge, either with other Salesforce Partners or
with consultants outside the Salesforce universe. FOCUS
has tracked 64 notable M&A transactions (refer to pages
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6-9 for transaction details) within the Salesforce Partner
ecosystem, which has generated interest from both private
equity and strategic buyers.

In January, FOCUS helped Salesforce Partner PixelMEDIA
LLC receive an investment from BV Investment Partners,
a middle-market private equity firm. Pixel’s clients include
Vince, Samsonite, Skechers, The Company Store and
Metallica.

“We chose FOCUS over a number of other investment
banks and never looked back on our decision,” Pixel
cofounder and CEO Erik Dodier said. “They walked us
through the process every step of the way, and were
invaluable advisors, particularly on the tough issues. We
were fortunate enough to be presented with multiple
strong, competitive offers.”

M&A MOTIVATIONS

The acceleration in the number of deals being done
recently has created a scarcity of attractive Salesforce
Partners left to choose from. As a result, they are attracting
high premiums and multiple bidders.

At the same time, the Biden Administration has proposed
increasing capital gains taxes, so companies looking to sell
are strongly advised to do so before and if higher tax rates
are enacted.

SALESFORCE PARTNERS AND THOSE THAT WANT TO UNITE WITH THEM HAVE
SEVERAL SPECIFIC BUSINESS MOTIVATIONS TO ACT, INCLUDING THE FOLLOWING:

Expand into new geographic markets

For example, K2 Partnering Solutions acquired The Crevalle Group to bolster its presence in Atlanta.

Milestone Technologies bought Covestic to extend its reach into the Pacific Northwest.

Further penetrate within existing geographic markets

Globant S.A. purchased CloudShift to continue its growth within Europe.

Similarly, Wipro bought 4C to become a more dominant player in the European market.

Capgemini acquired RXP Services to achieve market leadership in Australia and gain a stronger foothold within the

greater Asia Pacific region.
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Expand menu of capabilities offered to clients

Druva acquired sfApex in order to offer advanced data protection with sandbox management and data governance.
Atos acquired Eagle Creek Software Services to help clients manage and maximize their client interactions.
Overground Cloud Services’ acquisition of DecisionPoint Selling will augment its existing traditional Salesforce
implementation services.

«  Simplus acquired BaldPeak to extend its configure-price-quote (CPQ) capabilities to include billing software
implementation for clients (see Simplus case study below).

Increase scale and specialization within an existing set of capabilities

EPAM acquired PolSource to enhance its APl and microservices abilities.

Accenture bought Businet System to strengthen its e-commerce expertise.

Prime TGlI’s purchase of Synerzip will complement its software development services.
Establish a Salesforce practice

+  Spaulding Ridge bought Buan Consulting to create a Salesforce practice to complement its existing cloud services.

Expand into new client industry verticals
Huron Consulting Group acquired ForcelQ to be able to penetrate the financial services, energy, utilities and public
sector verticals.
Increase penetration within existing industry verticals
»  Accenture acquired Sierra-Cedar’s Salesforce practice to increase its penetration within the higher education and
government sectors.
« A5 purchased Cloudware Connections to further its expansion into financial services, health care and life sciences.
Nubik bought Idle Tools Corp. to widen its footprint within manufacturing.
Target firms with a strong track record of success, market reputation and repeat customers
One Equity Partners acquired VASS, which had a track record of organic growth.
PureFacts Financial Solutions bought VennScience because of its record of continuous client innovation and service.
Acquire additional Salesforce-certified resources and deeper Salesforce expertise
Ingram Micro bought Quosphere’s Salesforce consulting practice in order to gain access to its Salesforce technical
expertise and depth.
Perficient acquired Sundog Interactive to enhance the firm’s cloud solutions to better serve its clients.
Enter a new, high demand client base
Perficient acquired Elixiter to be able to form relationships with its Fortune 1000 clients spread over a variety of
industry verticals.
Target companies with an advanced level of Salesforce partnership

Of the 64 transactions tracked by FOCUS, targets were either Platinum (26 firms), Gold or Silver (seven each).
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SIMPLUS CASE STUDY

Simplus is a Platinum Salesforce Partner and provider of
“Quote-to-Cash” implementations, calling itself “the #1
global leader in quote-to-cash.” According to Salesforce, the
guote-to-cash (QTC) process encompasses the various steps
—from sales, account management and order fulfillment

to billing and accounts receivables — a sales team takes

to configure a quote and draft a proposal to a client, right
through to when payment is received for services rendered.

Simplus provides enterprise-wide digital transformation
through advisory, implementation, change management,
custom configuration and managed services. The company

SIMPLUS ACQUISITIONS

Date Target

o .
9/30/16 BaldPeak Consulting
4/17/17 ® EDL Consulting (24 employees)
8/23/17 ‘ Basati
12/1/17 ‘ CRM Manager
2/2/18 CirrusOne (44 employees)
1/30/19 Sqware Peg (50 employees)
12/4/19 Clout Partners (15 employees)
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has more than 500 employees serving 2,000 clients.

Simplus received Series A funding in 2016 and Series B
funding in 2017 from a consortium of investors including
Salesforce Ventures. The company used the funding to
accelerate its acquisition program and recruit top-tier
technical talent to support its rapid growth. The

company achieved Platinum Partner status and was
acquired by Infosys in February 2020 for $200 million at 3.0
times its trailing 12 months revenue.

Here is Simplus’s timeline of acquisitions over the past five
years, culminating with its acquisition by Infosys.

Rationale

Extended the company’s configure-price-quote
(CPQ) capabilities to include billing
software implementation.

Enhanced its QTC implementation capabilities
and alignment within culture and geographic
locations.

Expanded its presence in the Southeast U.S.,
specifically Florida and Atlanta. The acquisition
also helped it to expand within the financial
services vertical and bolster its managed
services offerings.

Added additional technical talent
and expanded its Salesforce offerings.

Strengthened the company’s CPQ services.

The company’s first international acquisition
helped it to penetrate the Asia-Pacific market.

Helped Simplus to achieve market leadership
within Salesforce professional services in the
EMEA region, specifically the European market.
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NEXT STEPS

If you’re considering the sale or expansion of your and IT space. We have a well-defined process to target the
Salesforce Partner business or looking to raise capital, we right strategic and financial buyers

advise you not to delay, given the reasons we discussed and investors globally with a compelling value proposition.

here. FOCUS Investment Banking has a long and successful

track record serving middle market firms in the software For more information about how we might be able to help

you, please reach out to us.

THE SALESFORCE CLOUDS

Salesforce operates three different cloud platforms—Service, Marketing, and Commerce—that Partners can use
to improve their clients’ operations.

SALESFORCE SERVICE CLOUD

Built on Salesforce Customer 360, Service Cloud provides customer engagement solutions, including process
streamlining and automation, that allow companies to connect with clients across a variety of channels. The
platform also helps companies create customizable reports and dashboards to track various metrics and key
performance indicators (KPIs) across a variety of areas, including client satisfaction and internal process tracking. To
improve client engagement, Service Cloud provides multiple functionalities, including connecting knowledge bases,
enabling a Live Chat agent, and managing case interactions. Service Cloud’s simplicity and ability to create highly-
impactful solutions make it highly in-demand for clients. Salesforce Partners that can help their clients implement
and operate Service Cloud are particularly attractive to M&A acquirers.

SALESFORCE MARKETING CLOUD

Built on Salesforce Customer 360, Service Cloud provides customer Salesforce Marketing Cloud is a powerful
solution that helps companies create unified customer profiles across multiple touchpoints using customer
identities, data, marketing journeys, and privacy management. The platform lets companies create and activate
highly specific, targeted audience segments to measure engagement behavior and optimize marketing efforts.
These capabilities are designed to lead to highly personalized and relevant content delivered to provide one-to-one
customer journeys and are a key aspect of companies looking to improve brand awareness and client engagement
across a variety of audiences. As Marketing Cloud is delivered through the web, companies using the platform avoid
incurring costs related to maintaining servers and

in-house IT support.

SALESFORCE COMMERCE CLOUD

Providing support across both B2B and B2C interactions, Commerce Cloud helps companies create innovative
customer experiences to improve conversion rates and enhance brand loyalty through the creation of unified
buying experiences across all sales channels. Commerce Cloud consolidates all business functions, channels, and
client data onto a single platform to reduce friction that clients may experience as they shift between where and
when they shop. By collecting data from multiple sources, Commerce Cloud can help companies build personalized
campaigns and commerce experiences, boost conversions, and provide improved recommendations using Artificial
Intelligence and automate order management, including delivery and payment functions.
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RECENT SALESFORCE PARTNER M&A TRANSACTIONS
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100% employee owned through an ESOP FOC l l S

Securities transactions conducted by FOCUS Securities LLC, an affiliated company,
registered broker dealer and member FINRA/SIPC
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