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Nitro Software (NTO)

Game changer

Strategic acquisition

Nitro announced it has entered into a binding agreement to acquire Connective NV for
an EV of €70m (~US$81m). Connective is Belgium’s leading eSign SaaS business
with fast growing market share in France and customers in 11 other European
countries. The rationale for the acquisition is it will accelerate and enhance Nitro’s
eSign, elD (electronic identity) and document workflow capabilities. It will also position
Nitro to become the third global player in the enterprise eSign market along with
DocuSign and Adobe. The €70m consideration equates to a 2021 revenue multiple of
11.5x which is not dissimilar to Nitro’s multiple this year. The company expects the
acquisition to generate annualised revenue synergies of US$2.5m by December 2022
— by offering Connective’s solutions to Nitro’s 12,000+ business customers — and
including these synergies reduces the revenue multiple to 8.5x. The acquisition is to
be funded by a fully underwritten A$140m capital raising.

Revenue upgrades

We have updated our forecasts for the acquisition and the impact is revenue upgrades
in 2022 and 2023 of 13% and 16%. There is no change in our 2021 forecasts as the
acquisition is only expected to be completed in late December and the company also
reiterated its 2021 guidance with the announcement of the acquisition today. We have
modestly increased our forecast operating EBITDA loss in 2022 but also modestly
increased our forecast operating EBITDA profit in 2023 as we expect Connective to be
EBITDA positive in that period.

Investment view: $4.50 PT unchanged, Maintain BUY

We have updated each valuation used in the determination of our price target for the
revenue/earnings changes as well as market movements and time creep. We have
also increased the premium we apply in the EV/Revenue valuation from 20% to 50%
and reduced the WACC we apply in the DCF from 9.0% to 8.5%. The net result,
however, is no change in our PT of $4.50 which is >15% premium to the share price so
we maintain our BUY recommendation.

Earnings Forecast

Year end 30 December 2020 2021e 2022e 2023e
$5.00 Total revenue (US$m) 40.2 50.7 715 93.7
$4.00 EBITDA (operating) (US$m) -2.4 -9.0 -4.2 5.7
NPAT (US$m) 7.5 -19.3 -20.8 -11.1
$3.00 EPS (diluted) (US¢ps) -4.0 9.6 -85 45
$2.00 EPS growth (%) NM NM NM NM
PER (x) NM NM NM NM
$1.00 Price/CF (x) NM NM NM NM
EV/Revenue (x) 14.9 12.6 9.1 7.0
$0.00 ! ! ! ! Dividend (A¢ps) 0.0 0.0 0.0 0.0
Dec 19 Jun 20 Dec20 Jun21 Dec21 .

Yield (%) 0.0% 0.0% 0.0% 0.0%
= NTO S&P 300 Rebased ROE (%) NM NM NM NM
Franking (%) 0% 0% 0% 0%

SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
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Nitro Software (NTO) 10 November 2021

Earnings and Valuation Changes

Revenue Upgrades

We have updated our forecasts for the acquisition and the impact is revenue upgrades in
2022 and 2023 of 13% and 16%. There is no change in our 2021 forecasts as the
acquisition is only expected to be completed in late December and the company also
reiterated its 2021 guidance with the announcement of the acquisition today. We have
modestly increased our forecast operating EBITDA loss in 2022 but also modestly
increased our forecast operating EBITDA profit in 2023 as we expect Connective to be
EBITDA positive in that period.

A summary of the changes in our key forecasts is shown below. We continue to forecast
no dividends over the next three years despite the company remaining in a strong cash
position. We have not assumed any more acquisitions in our forecasts but figure another
could occur — potentially in the CLM space — in the next year or two.

Figure 1 - Change in key forecasts

Year end 31 December

Revenue (USSm)

Operating EBITDA (USSm) -9.0 -9.0
NPAT (statutory) (USSm) -19.3 -19.3
Diluted EPS (statutory) (Ac) -13.2¢ -12.8c
DPS (Ac) 0.0c 0.0¢c

SOURCE: BELL POTTER SECURITIES ESTIMATES

$4.50 PT Unchanged

We have updated each valuation used in the determination of our price target for the
revenue/earnings changes as well as market movements and time creep. We have also
increased the premium we apply in the EV/Revenue valuation from 20% to 50% and
reduced the WACC we apply in the DCF from 9.0% to 8.5% given the strategic nature of
this acquisition and how well it now positions Nitro in the global eSign market as well as
enhancing its elD (electronic identity) and document workflow capabilities.

The change in each valuation and the impact on our PT calculation is shown below.

Figure 2 - Change in valuations and impact on PT

Old (as at 27-Oct-21) New (as at 10-Nov-21)
Valuation % Price Valuation % Price
per share  weighting target per share  weighting target
Methodology
EV/Revenue $4.67 75% $3.50 $4.50 75% $3.38
DCF $4.00 25% $1.00 $4.48 25% $1.12
Total $4.50 $4.50

SOURCE: BELL POTTER SECURITIES ESTIMATES

The figure shows a modest decrease in the EV/Revenue valuation — driven by a reduction
in the average multiple of the listed comps — but a more material increase in the DCF
(driven by the reduction in the WACC). The net result, however, is no change in our PT of
$4.50 which is >15% premium to the share price so we maintain our BUY
recommendation.

BELL POTTER



Nitro Software (NTO)

10 November 2021

Nitro Software

Company Description

Nitro Software (Nitro) is a global document productivity software company that enables
digital transformation in organisations around the world through a suite of products built to
enable digital workflows. The company’s core offering, the Nitro Productivity Suite,
comprises three key products: (1) Nitro Pro — a premium Portable Document Format (PDF)
productivity desktop application; (2) Nitro Sign — a cloud-based eSignature and digital
document workflow solution; and (3) Nitro Analytics — business intelligence and insights
that help drive adoption and accelerate workflow digitisation.

Nitro was founded in 2005 in Melbourne, Australia. The company has sold over 2.6m
licenses of its software and today has circa 11,700 business customers in 154 countries.
Nitro is now headquartered in San Francisco and has around 200 full-time employees.

Investment Thesis
We maintain our BUY recommendation on Nitro. Our investment thesis is based on:

e Valuation: Our 12 month price target on Nitro is $4.50. The price target is generated
from a blend of two valuation methodologies we apply to the company: EV/Revenue
and DCF. The price target is a 19% premium to the current share price and the total
expected return is the same given there is no forecast dividend yield.

e Global, established player: Nitro is an established player in the global document
productivity software market with circa 11,700 business customers including 68% of the
Fortune 500. The company has been successfully competing against and gaining
market share from more entrenched providers in the market by providing a more cost
effective and easier to deploy solution for both PDF productivity and electronic signing.

e Large cross sell opportunity: To date Nitro has generated revenue growth mostly
through adding new customers and increasing the number of licenses with existing
customers. The company now has a new area of growth, however, with the release of
Nitro Sign as a standalone product so most customers will likely have to start paying
more for using this product.

Key Risks
Key downside risks to our estimates and valuation include (but are not limited to):

e Failure to retain clients or attract new customers: Nitro’s business depends on its
ability to retain its existing customers and its growth depends on its ability to attract
further business from existing customers and to attract new customers. [f customers do
not continue to use Nitro’s software or increase their use over time, and if new
customers do not choose to use Nitro’s software, the growth in revenue may slow.

o Nitro operates in a competitive industry: Nitro competes against other international
document productivity and electronic signature software providers as well as with
internally developed or manual paper based systems. There is a risk that time Nitro
may compete less effectively against its competitors causing it to lose market share.

e Success of sales and marketing strategy: Nitro’s business is partly dependent on the
conversion of customer sales from investment in sales and marketing campaigns and
initiatives. Failure to realise the intended benefits from sales and marketing investment
could negatively impact Nitro’s ability to attract new customers.

BELL POTTER
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Nitro Software

as at 10 November 2021

ble 1 nancial summary

Nitro Software (NTO Share price: $3.77 Target price: $4.50

No. of issued shares: 243.2m Market cap: $916.9m

Profit & Loss (USSm)

Year end 30 Dec 2019 2020 2021e 2022e 2023e Year end 30 Dec 2019 2020 2021e 2022e 2023e
Revenue 35.7 40.2 50.7 715 93.7 NPAT (US$m) -7.9 -75 -19.3 -20.8 -11.1
Change 10% 13% 26% 41% 31% Diluted EPS (USc) -10.8 -4.0 -9.6 -85 -4.5
Change NM NM NM NM
Costofsales -3.6 -3.8 -4.6 -6.0 -7.4 Diluted EPS (Ac) -16.7 5.7 -12.8 -11.3 -6.0
Gross profit 320 36.4 46.1 655 86.3 P/E ratio (x) NM NM NM NM NM
Gross margin 89.8% 90.6% 90.9% 91.6% 92.1% CFPS (Ac) 0.8 -1.1 -6.2 5.7 -0.5
Price/CF(x) NM NM NM NM NM
Expenses (excl. D&A, int.) -37.0 -41.8 -64.0 -84.9 -96.1 DPS (Ac) 0.0 0.0 0.0 0.0 0.0
% of revenue -103.7%  -104.1%  -126.3% -118.8% -102.5% Yield 0.0% 0.0% 0.0% 0.0% 0.0%
Franking 0% 0% 0% 0% 0%
Other income 12 -0.4 0.0 0.0 0.0 EV/Revenue (x) 15.4 149 12.6 9.1 7.0
EV/EBITDA (x) NM NM NM NM NM
EBITDA (statutory) 38 5.8 -17.9 -19.4 9.8 NTAper share (Ac) 24.7 20.7 12.3 17 36
Depreciation -0.8 -0.1 -0.1 -0.1 -0.1 Price/NTA (x) 15.3 18.2 30.6 2264 -103.8
Amortisation -12 -1.7 -1.7 -1.7 -1.8
EBIT -5.8 -75 -19.7 -21.2 -11.6 Operating EBITDA -1.1 24 -9.0 -4.2 5.7
Netinterest (expense)/revenue -1.8 -0.2 -0.1 -0.1 -0.1
Pre-tax profit 76 77 198 213 117
Income tax expense -04 0.1 0.5 0.5 0.6 Year end 30 Dec 2019 2020 2021e 2022e 2023e
NPAT -7.9 -7.5 -19.3 -20.8 -11.1 EBITDA margin -10.7% -14.4% -35.3% -27.2% -10.4%
Return on assets NM NM NM NM NM
Return on equity NM NM NM NM NM
Year end 30 Dec 2019 2020 2021e 2022e 2023e ROIC NM NM NM NM NM
EBITDA -3.8 -5.8 -17.9 -19.4 -9.8 Payout ratio 0.0% 0.0% 0.0% 0.0% 0.0%
Change in working capital -1.0 34 8.0 8.5 8.2 Effective tax rate 4.7% -1.5% -2.5% -2.5% -5.0%
Gross cash flow -4.8 -2.4 -9.9 -10.9 -15
Taxand other paid 52 09 05 05 06
Operating cash flow 04 -1.4 9.4 -10.4 -1.0 Year end 30 Dec 2019 2020 2021e 2022e 2023e
Payments for PPE -0.7 -0.2 -0.5 -05 -0.5 Net debt/(cash) (A$m) -72.3 -62.5 -62.3 -47.6 -45.6
Proceeds from sale of PPE 0.0 0.0 0.0 0.0 0.0 Net debt/equity NM NM NM NM NM
Premiums paid for forex option 0.0 -0.2 0.0 0.0 0.0 Gearing NM NM NM NM NM
Receipt of loans 0.0 0.0 0.0 0.0 0.0 Net debt/EBITDA (X) NM NM NM NM NM
Investing cash flow -0.7 -04 -87.5 -05 -0.5 Netinterest cover (X) NM NM NM NM NM
Proceeds from issue of shares 51.7 0.4 100.0 0.0 0.0
Share issued costs paid 34 02 0.0 00 00
Finance costs -0.5 -0.2 0.0 0.0 0.0 Year end 30 Dec 2019 2020 2021e 2022e 2023e
Payments for leases -1.2 -1.4 -0.1 -0.1 -0.1 Revenue
Repurchase of shares 0.0 -0.1 0.0 0.0 0.0 Subscription 13.2 213 34.6 58.6 85.7
Repayment of borrowings -4.5 0.0 0.0 0.0 0.0 Perpetual 225 18.9 16.1 12.9 8.1
Financing cash flow 42.1 -15 99.9 -0.1 -0.1 Total revenue 35.7 40.2 50.7 715 93.7
Net change in cash 41.8 -3.3 3.0 -11.0 -1.5
Cash at start of period 4.0 47.0 43.7 46.7 35.7 Growth
Exchange rate impact 1.2 0.1 0.0 0.0 0.0 Subscription 92% 61% 63% 69% 46%
Cash at end of period 47.0 43.7 46.7 35.7 34.2 Perpetual -12% -16% -15% -20% -38%
Total revenue 10% 13% 26% 41% 31%
Year end 30 Dec 2019 2020 2021e 2022e 2023e Gross profit
Cash 47.0 43.7 46.7 357 34.2 Subscription 12.0 19.8 32.0 54.2 79.3
Currentreceivables 4.8 6.7 6.3 8.9 117 Perpetual 20.0 16.6 141 113 7.0
Taxreceivables 0.1 0.1 0.1 0.1 0.1 Total GP 32.0 36.4 46.1 65.5 86.3
Other current assets 19 29 29 29 29
PPE 0.6 0.5 0.6 0.6 0.7 Gross margin
Intangibles - Goodwill 0.0 0.0 0.0 0.0 0.0 Subscription 91.1% 93.1% 92.5% 92.5% 92.5%
Intangibles - Other 0.1 0.0 85.7 84.4 83.1 Perpetual 89.0% 87.8% 87.5% 87.5% 87.5%
Deferred taxassets 0.2 0.0 0.0 0.0 0.0 Total GM 89.8% 90.6% 90.9% 91.6% 92.1%
Right of use assets 3.1 1.8 18 1.7 17
Other non-current assets 30 43 42 a2 42
Total assets 60.7 60.0 148.4 1387 138.6 Year end 30 Dec 1H2020 2H2020 1H2021 2H2021e
Payables 28 31 319 54 7.0 Revenue 19.1 211 241 26.6
Current deferred revenue 16.4 21.0 27.9 375 46.9 Change 14% 11% 27% 26%
Current lease liabilities 14 11 11 11 11
Current provisions 21 29 29 29 29 Costof sales -1.8 -2.0 -2.0 -2.6
Other current liabilities 0.7 0.8 0.8 0.8 0.8 Gross profit 173 19.1 221 24.0
Non-current deferred revenue 20 1.2 12 1.2 12 Gross margin 90.6% 90.6% 91.6% 90.3%
Deferred tax liability 0.3 0.0 0.0 0.0 0.0
Non-current lease liabilities 15 0.6 0.6 0.6 0.6 Expenses (excl. D&A, int.) -17.8 -24.1 -29.4 -34.6
Total liabilities 273 30.7 38.4 49.4 60.5 % of revenue -93.2% -113.9% -122.1% -130.0%
Contributed equity 90.2 90.3 190.3 190.3 190.3
Reserves 17 5.0 5.0 5.0 5.0 Other income -1.0 0.7 -0.1 0.0
Accumulated losses -58.5 -66.1 -85.4 -106.1 -117.2
Total shareholders' equity 334 29.3 110.0 89.2 78.1 EBITDA (statutory) -1.5 -4.3 -75 -10.4
SOURCE: BELL POTTER SECURITIES ESTIMATES
—V
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The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial
services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of
your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained
in the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the
information contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:
For Bell Potter's Research Coverage Decision Making Process and Research Independence Palicy, please refer to our company website:

https://bellpotter.com.au/research-independence-policy/
Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting
and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests
in the securities referred to in this document.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner
and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the
research report.
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