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Solganick & Co. 1 Education, Learning, and Training M&A Practice

U We are an award-winning data-driven, independent investment bank and M&A advisory firm focused
exclusively on technology and tech-enabled services companies . Our deal team has completed over $20B in
transactions to date.

u Our firm has an active and fast-growing M&A practice within the education, learning, and training technology
sectors and represent buyers and sellers of companies in order to increase shareholder value.
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Solganick & Co. advises learning/training software firm on minority control
transaction with Quad Partners

March 2020 1 Solganick & Co. advised a confidential learning/training

software client in its minority control recapitalization to PE firm Quad U AD
e PARTNERS

U Solganick & Co. was hired by a co-founder and selling shareholder to find a PE firm Quad Partners was founded in
that had a background in education, learning and training technology companies in 2000.
order to sell a minority stake in the business. Fund Size: $229M

Focus: Education Technology,

i Solganick & Co. provided multiple alternatives for the client to consider and ran a Learning/Training Technology
confidential limited process to select the perfect match strategically and financially.

Deal Types: Minority and
Majority Control

U The team was able to increase shareholder value beyond the valuation expectations HQ: New York

and found the right PE firm when it approached Quad Partners.

U The transaction was completed in March 2020; Deal terms were undisclosed.




Definitions and Disclosures

Definitions of Financial Terms Used in this Quarterly Industry Update:
Enterprise Value (EV): Market Value of Equity + Market Value of Debt 8 Cash

Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA): Referred to as operating profit or operating earnings.
Gross Cash Flows: Net Income + Depreciation and Amortization Expense
Latest Twelve Months (LTM): Financial information is as of the latest twelve months through the date of this quarterly industry report.

Disclosures and Limitations : This quarterly industry research report is for informational and discussion purposes only. Information presented herein is
not investment advice of any kind to any person and does not constitute a recommendation as to the purchase or sale of any securities nor interests or as
to any other course of action. General, financial, and statistical information concerning the details of this report and related industry are from sources
Solganick & Co. believesto be reliable. Solganick& Co. has accurately reflected such information in this research report; however, Solganick & Co. makes no
representation asto the s o u r aceumy or completeness and has accepted this information without further verification.

Neither all nor any part of the content of this report may be conveyed to the public through advertising, public relations, news, sales, mail, direct
transmittal, or other media without the prior written consent of Solganick& Co. Solganick& Co6 sesearchis as of the date reported herein. Solganick & Co.
has no direct client affiliation with any of the companies used as a basis for research in this report, nor does Solganick & Co. hold any investments in the
companies listed herein. The content of this report may be used, in part, as a basis for any work that Solganick & Co. performs for you in the future at the
sole discretion of Solganick& Co.

THIS REPORT IS NOT TO BE USED OR CONSIDERED UNDER ANY CIRCUMSTANCE BY ANYONE AS INVESTMENT ADVICE NOR TO BUY OR SELL
SECURITIES
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M&A Market Brief

) The total value of global M&A transactions in the first quarter of 2020 decreased significantly as compared to the correspond ing period in
2019

o Global mergers and acquisitions activity plunged in Q1 2020 to its lowest level since 2016 as the devastating economic effects of the
coronavirus pandemic took hold in March, compounding a slow start to the year for dealmakers.

o Q1 2020 witnessed a significant decrease in the value of global M&A transactions from $933.2 billion in Q1 2019 to $636.9 billion in Q1 2020.
This is a decline of about 32%.

o During Q1, the largest M&A deal was the acquisition of Willis Towers Watson by Aon Plc for nearly $30 billion. The deal was announced on

March 9, 2020.

The largest targeted sector for global M&A in Q1 2020 was Technology with M&A valued at nearly $130 billion.

o After almost half a year of tense and increasingly hostile merger negotiations, Xerox walked away from its $35 billion bid of ri val, HP, saying it
needs to instead focus on the impact of the coronavirus outbreak on its business.

o As much of the global economy shuts down due to widespread lockdowns and shelter-in-place orders, the M&A pipeline is slowing: Companies
are facing a lack of debt financing, wild stock market swings and restricted face -to-face contact for business dealsd all making it harder to seal
new transactions.

o

) A tough quarter for M&A deals in the U.S.:

o A decadelong boom in mergers and acquisitions, marked by some of the largest transactions in history, ground to a halt in March as the
pandemic sent stock markets reeling and slammed debt markets shut.

0 UStargeted M&A was valued at $224.9 billion in Q1 2020, a decline of about 51% as compared to the same period last year ($459.0 billion in
Q1 2019).

o While the year started with a positive outlook for M&A deals, the decline in M&A dealmaking in Q1 2020 in US, due to the coro navirus outbreak,
is even worse as compared to global impact.

o In Q1 2020, Technology has been the largest contributor to US M&A deals (30% share) followed by Finance (16%) and Telecom (10 %).

0 U.S:targeted M&A in Technology sector has decreased from $156.9 billion in Q1 2019 to $68.1 billion during the same period in 2020.

Source: The Wall Street Journal; Forbes




Education, Learning and Training Technology and Services: M&A Activity

) Companies focused on the Corporate and Higher Education markets comprised 80% of education transactions announced in Q1 2020 in the
u.sS.

o Key sectors which comprised 66% of the total U.S. deals are Career & Recruiting (31%), Online Learning (21%) and Learning & Classroom Technology
(14%).

Q1 2020 U.S. M&A Deals by Sector Q1 2020 U.S. M&A Deals by Domain
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Education Technology: M&A and Capital Raising Activity, Q1 2020

) While the deal count in Q1 2020 remained consistent with that of Q4 2019, the deal value increased to $3.5B

o In Q1 2020, the total U.S. deal count in Education Technology was consistent with that of Q3 and Q4 2019, at 160 deals announ ced. Total deal value
increased to $3.5B in Q1 2020 from $3.28B and $1.6B in Q3 and Q4 2019. Nearly two-thirds of the deal value is accountable to maj ority PE deals in Q1 2020.

Dollar Volume of US Deals by Quarter

Number of US Deals by Quarter
yQ ($ in millions)
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Impact of Coronavirus and Outlook

) Amidst the current downturn and expected global recession, experts predict boom in the education, learning and training techn olo gy sector

0 The spread of a global health pandemic COVID 19 has sparked fears of global recession. It is being seen that the outbreak of the disease around
the world is having severe global economic impact. The U.S. recession is already underway and is expected to continue for the first half of 2020.

0 As countries shut down schools and companies to contain the spread of the coronavirus, a full swing to online learning is und erway. Experts
predict an Edtech boom globally for K-12, higher education, and corporate learning and training spending.

0 Itis expected that the education sector may witness a faster growth than predicted. However, increased M&A activity in the s ector may come in
the second half of 2020, by when the outbreak is expected to be controlled.

) U.S. has the largest number of education technology companies in the world

0 The U.S. has the largest number of edtech companies in the world and the most venture capital funding for those companies.
o According to a recent Crunchbase research report, there were 1,444 edtech companies in the U.S.7 36% of the total number of edt ech
companies globally (4,027).

0 The next largest number of edtech companies is in India (375). Europe has 712 edtech companies with 268 in United Kingdom.

) VC Funding Expected to Triple by 2030 to $87B

o $87 billion of Global EdTech Funding predicted through 2030; global edtech venture capital will nearly triple over the next d ecade.

) 99% of schools in the U.S. are on scalable internet connections; 93% of U.S. school districts are utilizing digital learning (as of March 2020)

0 The classroom connectivity gap is now closed. 99% of schools nationwide are on scalable internet connections with a clear path to delivering
enough bandwidth for digital learning in every classroom, every day.

0 93% of school districts are using digital learning in at least half of their classrooms every week and 85 percent of teachers and principals
support the increased use of digital learning in their schools.

Source: Crunchbase,EdScoop EducationSuperHighway




Global Education and Training Expenditure - $10T by 2030

) Expenditure on education and training from governments, parents, individuals and corporates continues to grow to historic lev els and is
expected to reach $10 trillion by 2030.

Holon Global. Education & Training Expenditure
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Global Education Technology Expenditure - $342B by 2025

) Education Technology expenditure is expected to grow from $153 billion  (2.5% of expenditure on education) in 2018 to
$342 billion  (4.3% of expenditure on education) in 2025.

Holon Education Technology Expenditure
Global Education Technology Expenditure. Billions USD
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Global Education Advanced Technology Expenditure

) Advanced technology will embed into delivery and learning processes: AR/VR, Robotics, Blockchain, and
Artificial Intelligence

0 Applications of advanced technology in education and learning will begin to hit their strides by 2025 with AR/VR and Atrtifici al Intelligence
becoming increasingly integrated into core education delivery and learning processes. Most likely starting in the corporate and non-accredited
sectors.

0 We expect spending on advanced technologies to accelerate as we move toward a post Covid19 environment.

Holon Global Advanced Technology
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90+ Education Technology Companies Writing the Future of Education
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Global Education Technology Unicorns

) As of Q1 2020, there are 14 Education Technology unicorns around the world who have collectively raised over $6.6B of total f und ing in

the last five years.

0 Applications of advanced technology in education and learning will begin to hit their strides by 2025 with AR/VR and Atrtifici al Intelligence
becoming increasingly integrated into core education delivery and learning processes. Corporate and nonaccredited sectors are the first movers.

Company Country Cluster Last Round Date | Last Round Type Valuation

ByJuos India Tutoring Ju-19 PE Round $5.8B
VIPKid China Language Sep-19 Corporate Round $4.5B
Yuanfudao China Tutoring Dec-18 Series F $3.0B
Duolingo United States Language Dec-19 Series F $1.5B
Guild Education United States UpSkilling Nov-19 Series D $1.0B+
Knowbox China Tutoring May-19 Series D $1.0B+
Coursera United States MOOC Apr-19 Series E $1.0B+
iTutorGroup China Language Feb-19 Corporate Round $1.0B
Zhangmen China Tutoring Jan-19 SeriesE $1.0B+
Huike China OPM May-18 Series D $1.0B
17zuoye ( China Tutoring Mar-18 Series E $1.0B
Age of Learning us Online Curriculum May-16 Series A $1.0B
Udacity us Proprietary Online Nov-15 Series D $1.1B
HuJdiang China Online Curriculum Oct-15 Series D $1.0B

Source: HolonlQ
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Publicly Traded Education, Learning and Training Technology and Services Valuation Table

(% in millions, except per share data)

Revenue Revenue EBITDA EBITDA EBITDA

Ticker Enterprise Value EV/Revenue EV/EBITDA Revenue Revenue Revenue Growth Growth Margin Margin Margin
EV 2020E 2020E LTM  CY 2019E CY 2020E .
EV) '18A -6 1 €'19E-'20E LTM CY 2019E CY 2020E
Pearson plc LSE:PSON $7,821 1.5x 8.3x $5,201 $5,167 $5,076 (2%) (2%) 14% 17% 19%
Chegg, Inc. NYSE:CHGG 5,439 10.5x 33.3x 381 408 520 27% 27% 10% 26% 30%
Grand Canyon NasdaqGS:LOPE 4,783 5.6% 13.8x 743 779 858 (8%) 10% 39% 37% 40%
Education
Pluralsight NasdagGS:PS 2,191 5.5x NA 295 315 395 36% 25% (45%) NA NA
Instructure, Inc. NYSE:INST 1,758 5.8x NA 246 246 304 23% 18% (24%) NA NA
2U, Inc. NasdagGS:TWOU 1,540 2.1x NA 527 573 729 39% 27% (12%) 4% NA
Houghton Mifflin NasdagGS:HMHC 1,395 1.0x 7.5x 1,398 1,402 1,433 6% 2% 0% 15% 11%
Harcourt Company
K12 Inc. NYSE:LRN 706 0.7x 5.0x 1,022 1,024 1,054 5% 3% 6% 14% 12%
FranklinCovey NYSE:FC 483 1.9x 15.3x 230 230 248 7% 8% 7% 6% 9%
Rosetta Stone NYSE:RST 425 2.2x NM 181 182 197 5% 8% 2% NA 3%
GP Strategies NYSE:GPX 388 0.6x 8.3x 561 574 606 11% 5% 4% 8% 7%
Tribal Group plc AIM:TRB 1.7x 8.8x 110 5% 2% 10% 17% 19%

Source: CAPIQ,Nfluence Partners, Yahoo Finance




Publicly Traded Education Market Multiples
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Companies Are Experiencing Modest Multiple Contraction from COVID 19 But Have
Remained Relatively Insulated

EdTech Index Trading Multiples
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Notable M&A Education, Learning, and Training Technology Transactions in Q1 2020

(Sorted by date)

Announced Date Target Acquirer

Targetos Descriptypdimilion i US$)

03/16/2020 o teachable 6 hotmart

03/12/2020 m(]dge)( WILEY

03/10/2020 vocabulary.com I

LEARNING

03/10/2020 Black board t {:]r;::a:i ﬁgics
Open LMS group

03/02/2020

Q1 2020

Teachable is an online marketplace
that allows educators to sell their
online courses and build up their

own classroom businesses.

Madgex is a provider of advanced
job board software and career
center services.

Vocabulary.com offers instructional
technology for improving literacy
through vocabulary building.

Blackboard Open LMS, formerly
called Moodleroomsis currently
considered the largest commercial
Moodle provider worldwide.

Mybuddy.ai is an educational voice
technology company. It developed a
mobile app based around Buddy the

robot, that helps children practice

their spoken English through
conversations and voice-based
games.

Solganick.com
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Notable M&A Education, Learning and Training Technology Transactions in Q1 2020
(Sorted by date), Cont od

Announced Date Target Acquirer Targetos Descriptypdimiion i US$)

Snap! Advance, the leading provider -

SNAP! ~ - 2
02/25/2020 ’/Ad Va n Ce & Gruduwuy of digital fundraising and giving day

solutions.

Saba delivers a cloud-based

i
02/24/2020 -~ Intelligent Talent Management
) Saba? * rnerSTOHe Solution to help organizations hire, $1400

develop, engage and inspire their
people.

=z, U I‘t . t Kronos provides workflow
KR mailie management solutions that enable
%\‘ ONOS SOFTWARE organizations to control labor costs, -
minimize compliance risk, and
improve workforce productivity.

02//20/2020

02/10/2020 b 0 .(Sh. f Avesta Systems is a provider of
comprehensive talent acquisition -
AVESTA n) I i software and services that help
streamline recruiting and hiring
processes for organization.

Paradigm is a provider of educational
PARADIGM technology solutions that prepare
EDUCATION SOLUTIONS students to achieve the requisite digital
a Kendall Hunt Division literacy skills and career knowledge

needed to enter the workforce, reskill,

upskill and succeed as professionals.

Solganick.com
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