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SERVICENOW PLATFORM
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ENTERPRISE SOFTWARE INDUSTRY

service W @ Qy.

ca technologies
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MARKET CAPITALIZATION

service workday.
$14.6B | $20B

$50.7B
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TOPLINE GROWTH

service workday.
38.3%

(5.56%)| 25.9%
salesforce
ca®technologies
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STRENGTHS & OPPORTUNITIES

SaaS Business Model

First Movers and Industry Pioneers
Dedicated Business Units

Ready Made Platform
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GROWTH OPPORTUNITIES

Forbes Global 2,000 (G2K)
Upsells

Renewal Rates

Emerging Product Mix
Multi-Product Customer
Research & Development
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G2K PENETRATION

§ @

G2K Penetration North America EMEA APAC & Other
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UPSELLS

Contracts > S1M
== (Q/Q Growth

Q1-15 Q2-15 Q2-16 Q3-16
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RENEWAL RATE

99%
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PRODUCT MIX

Service Management ITOM ®Other
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MULTI PRODUCT CUSTOMERS

Mult-Product Customers B Single-Product Customers

67% 69% 72%

56% 59% 62% 65%

Q4-14 Q1-15 Q2-15 Q3-15 Q4-15 Ql-16 Q2-16 Q3-16 Q4-16
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RESEARCH & DEVELOPMENT

in thousands FYE 14 FYE 15 FYE 16
Revenue 682,563 1,005,480 1,390,513

R&D 148,258 217,389 285,239
% Sales 22% 22% 21%
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KEY RISKS

Cyber Security

Convertible Debt

Management Turnover

Operational History of New Products
Patents

Exchange Rates




CYBER SECURITY

BrightPoint Security
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MANAGEMENT TURNOVER

Frank Slootman CEO John Donahoe
Designated CEO




service

CONVERTIBLE DEBT

* Expires November 2018
* (Cash, Stock, Combination
e Selective Scenarios for Pre Conversion
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DEBT SCENARIOS

Capital Structure Assumptions
Active Case
Case 1 2 3 3
Description please don't No deal Refinance Refinance Refinance
delete w/S600.0  w/SE00.0 w $600.0
Convertibl  Convert. Conwvert.,
g, $100.0 MNotes, $0.0 Notes,
Sr Sub High Yield $0.0 Higeh
Yield
Sources of Funds
Excess Cash
Mew Sr. Convertible Motes
Mew Revolrer
Mew Term Loan
Mew Sr. Sub. Notes

Total Sources

Uses of Funds
Fund Cash Blc.
Repay Revoher
Repay Term Loan
Repay Sr. Sub. Notes
Repay Sr. Sub. Notes
Term Loan Fee
5r. Sub. Fee
Sr. Convertable Fee

Total Uses
Triggers
Term Loan Financing Fee
Sr. Notes. Financing Fee
Sr. Convertible Financing Fee
Term Loan Rate
Sr. Subs. Coupon
Sr. Convertible Coupon
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VALUATION

Financial Analysis
DCF

Comparables
Multiples
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FINANCIAL ANALYSIS

Revenue Growth
Management Case

Base Case
Downside Case

SG&A % of Sales
Management Case
Base Case
Downside Case

Capex
Management Case
Base Case
Downside Case




FINANCIAL ANALYSIS

Keyv Ratios and Projections
EBITDA EBIT Diluted EPS
Margin Margin (3)

(24%) (30%) (52.68)
(3%) (8%0) (51.12)
0% (3%) (50.96)
4% (2%) (50.64)
3% 2% 50.19
13% 7% 51.04

service




FINANCIAL ANALYSIS

(M)
Cash
Assets
Debt
Net Income
Equity

service




WACC 15.36%
Terminal Growth Rate 13.5%
Tax Rate 40%

Terminal Value $14.8B

service

Summary DCF Valuation (PreDeal)

DCF Enterprise Value $15,441.4
Less: Net Debt (PreDeal)

Equity Value 15,833.0
Shares (PreDeal) 167.40
DCF Value per Share $94.58
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DCF WITH CONVERTIBLE DEBT

Summary DCF Valuation (PreDeal)
DCF Enterprise Value $15.441.4
Less: Net Debt (PreDeal)

Equity Value 15,833.0
Shares (PreDeal) 175.20
DCF Value per Share Covertible $90.37

DCF Value per Share Normal $94.58
% Change in Price (4.45%)
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DCF SENSITIVITIES

DCF Value per Share

Terminal
Growth

13.0%! _
13.2%: 108.78
13.5% 129.83:
13.8%; 161.54
14.1%;  214.79
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MULTIPLES

EV/Sales Implied EV  Net Debt Market Cap Price
Workday 0.8 13.626.9 (391.6) 14.018.5 $83.74
Salesforce 7.0 0.733.5 (391.6) 10,125.1 560.48

Average 8.4 11.680.3 (391.6) 12.071.9 572.11
Weighted Average §579.09
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TARGET PRICE

Share Price
Implied Price
DCF Management 04.58
DCF Base Case 79.88
DCF Downside 63.72
Workday EV/Sales 83.74
Salesforce EV/Sales 60.48
Workday Price/Book 33.75
Salesforce Price/Book 18.26
Weighted Average $88.10
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WHY IS SERVICENOW A HOLD?

International Expansion G2K
R&D

Strategic Partnerships

Cyber Security

Patents

Management




APPENDIX: Service

MAIN SLIDES FINANCIALS

COMPARABLE COMPANIES

OTHER
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INCOME STATEMENT

INCOME STATEMENTS

Pro Forma Projected

Hi M Bz B3 P4 P2

Revenues
Subscription $1.221.6 #1.626.3 #2712 $2.7731 £34739 #41165
Professional Services and other 168.3 264.8 3534 452 4 o965.5 6701
COGS 338.7 933.4 T09.2 aory 223 1344.3

Gross Profit e 13577 18154 23238 29165 34418
SG&A 14146 15123 13433 23913 28276 3.111.3

EBIT 2281 (15521 [(128.6] (67.5] 83.0 3304

lnterest & ther Expense F ffncams
Revolver 0.0 0.0 0.0 0.0 0.0 0.0
Term Loan 0.0 0.0 0.0 0.0 0.0 0.0
Sr. Sub. Notes 0.0 0.0 0.0 0.0 0.0 0.0
Sr. Convertible Notes G 1 35.6 35.6 36.0 36.0 36.0

Total Interest Expense 33.3 35.6 35.6 36.0 36.0 36.0

Interest Income (6.0) (3.0) (8.6) (4_3) (5.8) (10.1)
Financing Costs Amortization 2.2 5.2 0.2 5.2 5.2 0.2

Pretax Income 155.3) (167.0) [(160.8) (104_4) 535 299 4
Income Taxes 5.0 5.0 5.0 5.0 216 1201
Foreign Currency Translation [4.8] 0.0 0.0 0.0 0.0 0.0

Net Income 460.3) (192.0) [165.8) (109.4) 313 179.2
Shares Outstanding 167.40 167.40 167.40 16740 16740 167.40
Earnings per Share [EP5) ($2.75] ($#1.15) ($0.99) ($0.55] $0.19 $1.07




BALANCE SHEETS

BALANCE SHEET B s s 0 T e s O VICE

ASSETS:
Cazh 2334 oEZ4 L v hEzO 10147 1E97 15047 19867
Accounts Receivable ke 434.0 BEE1 - BEE.1 THO.Z rT 11z
Deferred Commissions CP TE.8 104.4 1394 - 139.4 1785 2231 2644
Prepaid Ezpenzes L33 582 TrE - TrE 942 122.8 71

Current fssets 1241 14642 12367 18177 217E 2Feea 36094
Orther assets 36 3246 3B - 324E 3B 1246 1246
FFEE - Met 1216 2184 2605 - 2605 2ETE ner 2914

Intangibles 1454 137.8 128.0 - 128.0 a2 1y 6.7
Cap. Financing Costs JEE 4 26.1 441 A 3T 285

Total Assets 20338 $2176.8 ; $1,9665.0 $20E6.0 : $239EE3 F35730  $4.2710

LIABILITIES & EQUITY:
Acoounts Fayable 381 51.0 - 86T 107.2
Accrued Expenses 1716 183.5 - 2901 3430
CP Deferred Rewvenue 861.8 11720 - 20028 25035

Current Liabilities 1075 14065 - 2ATAE 2ahlE

Revaluer 0. 0. o.a - . 0o 0. 0o
Term Loan 0o 0o 0o - ) 0.0 0o 0.0
Sr. Sub. Motes 0o 0o 0o - ) 0.0 0o 0.0
Sr. Convertible Motes A07.8 A07.8 0o E00.O E00.0 E00.O

Tatal Debt G07.8 G07.8 0o EO.0 E00.0 EO.0

Other E7D E7D ET.D - . ETH E7D ETH

Total Liabilities 16462 19818 f 19368 04T 2E23 41401

Commian Equity 3870 195.0 29.2 - 29.2 [B02 (483 1304

Liabilities & Equity F2033.8  $2176.8 § $1.9685.0 00D 25600 0 $296E8 $£35730 #4270

Check 0000 0000 0000 - 0000 0000 0000 0000
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STATEMENT OF CASH FLOW

CASH FLOW STATEMENTS
Projected

M | 2F P3 P4 P5

e rating Mo tivitics:
Met Income (192.0 (165.8) (109.4]) 343 179.2
Depreciation 7.3 131.4 170.8 213.5 2663
Amortization 10.6 .8 3.8 0.5 1.0
Financing Costs Amortization 5.2 5.2 5.2 5.2 5.2

Subtotal (¥8.9] 19.4) T6. 4 251.2 452 3

LRanges i Warking £3pital
Accounts Receivable (116.2] 471 (16411 187.51 173.5)
Deferred Commissions CP [27.6] (35.00 (39.0] (44.6]) [41.3]
Prepaid Expenses 14.7) 19.2] [21.7) [(23.5]1 [(24.3]
Accounts Payable 12.9 16.8 19.0 206 212
Accrued Expenses 139 52.3 543 529 344
Deferred Revenue CP 310.2 3326 4381 500.7 463.1

Working Capital Impact 176.4 2604 286.5 318.5 2738
Cash Flow from Operations 37.6 2411 362.3 563.6 1321
e st A tieiies

Capital Expenditures (134.6) (163.m (207.9) [(234.6) (250.1]

Cash Flow from ! [Used by) Investing (134.6) (163.m [(207.9) [(234.6)] 250.1]
Cash Available for Debt Repayment 37.m T81 155.0 335.0 4820
Finansing Actiiies fagital fnffow # furflow
Revolver 0.0 0.0 0.0 0.0 0.0
Term Loan 0.0 0.0 0.0 0.0 0.0
Sr. Sub. Notes 0.0 0.0 0.0 0.0 0.0
Sr. Convertible. Notes 0.0 [507.8) 0.0 0.0 0.0

Cash Flow from ! [Used by) Financing 0.0 [507.8) 0.0 0.0 0.0
Met Increase | [Decrease] in Cash [37.0) [4239.7] 155.0 335.0 482.0




Equity Cost of Capital
Market Return
Risk-Free Rate (10yr)
Beta
R(e)

R(e)

R(d)

Tax Rate

Market Value in Millions

Net Debt in Millions
WACC

service
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DCF MANAGEMENT

Summary DCF Valuation (PreDeal)
DCF Enterprise Value $15,441.4
Less: Net Debt (PreDeal)

Equity Value 15,833.0
Shares (PreDeal) 167.40
DCF Value per Share Normal $94.58
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DCF BASE CASE

Summary DCF Valuation (PreDeal)
DCF Enterprise Value $12,981.0
Less: Net Debt (PreDeal)

Equity Value 13,372.6
Shares (PreDeal) 167.40
DCF Value per Share Normal $79.88
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DCF DOWNSIDE

Summary DCF Valuation (PreDeal)
DCF Enterprise Value $10,274.7
Less: Net Debt (PreDeal)

Equity Value 10,666.3
Shares (PreDeal) 167.40
DCF Value per Share Normal $63.72




SENSITIVITIES: MANAGEMENT service

DCF Value per Share
Terminal

Growth 1499 154%  159%
13.0%

13.2%  108.78
13.5%; 129.83 |
13.8%: 16154
14.1%  214.79




SENSITIVITIES BASE CASE Service

DCF Value per Share

Terminal

Growth — 449% 154%  159%
13.0%!

13.2%
13.5%;
13.8%
14.1%




SENSITIVITIES DOWNSIDE Service

DCF Value per Share
Terminal

Growth _ 15.4%  15.9%
13.0%! . 541 21
13.2% _ _ 4517
13.5% 43 6372 5007
13.8% _ _ 56.25
14.1%; | _ 64 31
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DEBT SCENARIOS

Capital Structure Assumptions
Active Case
Case 1 2 3 3
Description please don't No deal Refinance Refinance Refinance
delete w/S600.0  w/SE00.0 w $600.0
Convertibl  Convert. Conwvert.,
g, $100.0 MNotes, $0.0 Notes,
Sr Sub High Yield $0.0 Higeh
Yield
Sources of Funds
Excess Cash
Mew Sr. Convertible Motes
Mew Revolrer
Mew Term Loan
Mew Sr. Sub. Notes

Total Sources

Uses of Funds
Fund Cash Blc.
Repay Revoher
Repay Term Loan
Repay Sr. Sub. Notes
Repay Sr. Sub. Notes
Term Loan Fee
5r. Sub. Fee
Sr. Convertable Fee

Total Uses
Triggers
Term Loan Financing Fee
Sr. Notes. Financing Fee
Sr. Convertible Financing Fee
Term Loan Rate
Sr. Subs. Coupon
Sr. Convertible Coupon




Share Price

P/E (LTM)
Market/Book
EV/EBITDA

Market Capitalization
Net Debt

Enterprise Value

service

$32.40
17.2
2.4
8.3
$13.20B
IN0:)
$12.50B




WORKDAY, INC.

Workday, Inc.
Share Price
P/E (LTM)
Market/Book
EV/5ales
Market Capitalization
Net Debt
Enterprise Value

$82.65
(40.1)
14.6
9.7
$20.00B
(51.40B)
$18.60B

service




SALSEFORCE.COM, INC.

Salesforce.com, Inc.
Share Price
P/E (LTM)
Market/Book
EV/EBITDA
Market Capitalization
Net Debt
Enterprise Value

$83.51
321.2
7.9
83.3
$50.70B
(50.20B)
$50.70B

service




TOP 5 INSTITUTIONAL HOLDERS service

Institutions
T. Rowe Price Associates, Inc.
Wellington Management Co, LLP

The Vanguard Group

Manning & Napier Advisors LLC
BlackRock Fund Advisors
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KEY ASSUMPTIONS

Revenue Growth
Management Case

Base Case
Downside Case

SG&A % of Sales
Management Case
Base Case
Downside Case

Capex
Management Case
Base Case
Downside Case




