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Lia Majid (see Exhibit 1 for Lia Majid’s resume) had spent nearly a year and a half searching for
a business to acquire and thought she’d finally found a deal worth pursuing. She spent months
negotiating with the firm’s sellers and believed she was on the verge of a purchase. However, at
the last minute, her backers and mentors at the Search Fund Accelerator (SFA)® wanted her to
completely restructure the deal.

Majid was part of the first cohort of SFA. SFA was the brainchild of Timothy Bovard (see
Exhibit 2 for a bio of Timothy Bovard) who founded the accelerator to help search fund
entrepreneurs vet deals, review proposals, and provide emotional support during the search.
Through SFA’s leads, Majid had identified a target company that was willing to sell one of its
divisions, but she still needed Bovard’s input before drafting a Letter of Intent (LOI) for the
seller. Bovard, however, was concerned about the proposed carve-out acquisition, a complex
task for even a seasoned CEOQ, let alone a first time CEO.

Faced with Bovard’s concerns and SFA’s new deal structure, Majid had to decide whether to
reengage the target firm with this new deal or to move on to investigate other prospects.

Founding Search Fund Accelerator (SFA)

Timothy Bovard founded SFA after he perceived a need for an organization that would help
search fund entrepreneurs and their investors achieve their goals.

Bovard came up with the idea as he was teaching the “Entrepreneurship through Acquisition”
course as an adjunct professor at INSEAD. Bovard was an established entrepreneur in his own
right. He founded and built CPI Group through acquisitions until the company became
Europe's leading book production firm. As a faculty member, Bovard advised students set on
starting search funds. However, he noted they often lacked direction and savvy about acquiring
and running a company.

Bovard's perceptions were confirmed by the Stanford Graduate School of Business’ biennial
study on search funds.* Search funds, according to the study, were attractive investment
vehicles. Investors saw 6.9x MOIC (multiple of invested capital) and 34% IRRs (internal rate
of return). However, the aggregate results hid a great dispersion in outcomes. Thirty-one
percent of searchers never found a target and 28% earned no money after buying a business,
meaning that well over half of all search funds could be considered failures.
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To follow-up on his observations, Bovard heeded the advice he gave his students — listen and learn. He
conducted over 300 interviews with individuals in the search fund space to learn about their experience
and identify how an MBA could successfully become an entrepreneur. He observed how traditional
startup entrepreneurs benefited from the community-oriented accelerators and wondered “What would
happen if you combined investing expertise with a Y-Combinator-like platform for search funds and a
fund of committed capital?”

To find out, in 2015, Bovard created Search Fund Accelerator, the first-ever accelerator focused on search
funds. He hoped that SFA would yield superior investor and searcher returns by using its community and
active mentorship to increase the probability that a searcher would find a business, acquire a strong
company, and successfully manage the newly acquired business.

Acceptance into SFA would be based on an individual’s entrepreneurial, operational, and intellectual
potential. The accelerator would look for people who wanted to be CEOs, not those using the search
model as a launching point to private equity or banking. By employing a rigorous selection procedure,
Bovard believed his organization could identify individuals who would enjoy the lifespan of running a
business and would see the project through.

Once accepted into the program, SFA would offer searchers a rigorous two-year program to find, assess,
and acquire a target firm. Each cohort of searchers would work together out of the Boston-based SFA
office to collaborate and learn from one another. They would begin with a three-week bootcamp to learn
the SFA method, receiving a crash course in the techniques of searching and best practices, and building
their cohort bond.

Then, over the next two years, SFA staff would coach, mentor, and advise each searcher on best practices
through the multiple stages of searching and acquiring a firm. Each cohort would be supported by a team
of dedicated analysts and interns, hired by SFA, to ensure that searchers used their time efficiently to find
and manage potential deals. These analysts would utilize a set of proprietary practices and IT tools to
support the search cohort. These tools would help the provide unbiased advice so that a searcher could
avoid "confirmation bias" as they approached making a purchase. Once a target had been identified, SFA's
legal, banking, and due diligence partners stood ready to support an acquisition.

Participants were to be compensated at a rate slightly below traditional MBA salaries while searching. The
compensation jumped once a searcher became a CEO and then scaled with performance in future years.
SFA looked to offer competitive remuneration for first-time CEOs in relatively small businesses. Of
course, the real compensation for the newly minted CEOs was the equity upside opportunity.

Upon acquisition, SFA planned to become the sole equity provider and would recruit independent board
members with sector and functional experience to oversee a searcher's acquisition. This post-acquisition
oversight was designed to improve a searcher’s experience in growing the target and to ensure a better
outcome for all parties.

Bovard also believed the new organizations would provide better returns for investors. SFA would
structure each class of aspiring entrepreneurs, or cohort, as a separate investment fund. By allowing
individuals to invest in a portfolio of searchers who would be actively mentored throughout the entire
process, SFA believed investors would see higher returns, with less risk and lower return dispersion, than
from investing in individual searchers.
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The idea took off, and dozens of candidates applied for the four or five slots within each annual cohort.”
Over the initial years of the program, Bovard believed SFA improved deal quality, because the program’s
experience and expertise helped searchers set strict search criteria and focus on firms with high growth
potential. The institutional mentorship and the community of searchers helped each searcher with those
parts of the process that typically proved the most challenging. They provided support while encouraging
searcher autonomy.

For Bovard, the community that emerged through the program was both the most surprising and most
rewarding part of the SFA journey. While he envisioned members learning from one another, he was
astonished to see how quickly this became evident. From the first cohort’s bootcamp, the community
grew “very tight.” He recalled:

They became co-shareholders in each other’s businesses and created Google chat channels to stay
in touch on a daily basis. While I planned the searching cohort, they’ve created their own support
system and connections for the CEO stage of the journey. It has spawned another organic level of
closeness whereby cohorts help each other through the business life cycle.

Lia Majid Discovers Her Ambition

Majid began her career at a niche R&D firm and enjoyed working in the small environment. She left when
an opportunity emerged at a Fortune 500 manufacturing company. But in a short time, Majid realized
she missed being able to roll up her sleeves and dig into the business. In her short career, she had come to
realize that at a small business all decisions came down to the CEO’s vision. Therefore, to have the type of
impact she desired, Majid knew she needed to be the CEO of a small firm.

Majid began investigating pathways towards becoming CEO of a small or medium-sized enterprise; a
prospect at the outset that seemed daunting to a young engineer. However, during a 2012 meeting with
an attorney, Majid heard about the search fund model and immediately realized that this was the pathway
for her to realize her ambition. The meeting proved doubly influential as the young lawyer she met
became her romantic partner.

Born and raised in California and having attended middle school in Pakistan, Majid was confident that
her ability to adapt and fit in across varied settings would help her during an acquisition process.
Furthermore, she felt confident that her experiences in operations and product management would help
her wear the many hats required of a CEO. However, Majid found that search fund investors preferred
backing searchers with an MBA, so she began applying to graduate schools and eventually enrolled at
Kellogg School of Management at Northwestern University.

At Kellogg, a classmate introduced Majid to Bovard’s nascent search fund accelerator and she felt drawn to
this new organization. Given her non-financial background, Majid believed that the financing and sourcing
support would help eliminate some of the barriers she might otherwise face. She explained, “I couldn’t do
diligence [on SFA] because this was the first cohort, but I saw it as no downside, all upside. Worst case,
this is a traditional search.”

* Beginning with the 2020 cohort, the cohort size will rise to eight searchers.
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Majid reached out to Bovard on Twitter to learn more and instantly impressed him with her go-getter
attitude. He recalled, “She was a compelling force of nature, with the right combination of personality and
background that would make for a great CEO. And, frankly, I was thrilled to have a female applicant.”

Majid's Search Process

Majid was accepted to the first SFA cohort. From the beginning, she was in near constant contact with
Bovard and the SFA community. The structure offered her mentorship and guidance, while also affording
Majid the flexibility to organize a search based on her priorities. With her partner based in Ohio, Majid
flew home to be with him on most weekends.

Majid saw the immediate benefits of pursuing the accelerator model instead of a solo search. Working in
the same space as Bovard and his co-founder and Chief Investment Officer, Jeremy Silverman, created an
immediate feedback loop that helped Majid quickly vet target industries and firms. Majid noted that
Bovard and Silverman were continually encouraging the searchers to widen the top of their funnels.
While the searchers wanted to research industries passively, Bovard and Silverman pushed them to email
and call their targets directly. “We couldn’t hide from doing uncomfortable work,” she noted. But the
SFA community aided in the process. “The peer cohort participants were tremendously valuable and
surprised me by being more powerful than expected, and I got immediate access to an investor network.
Whenever I was interested in a target or an industry, I could go to the guys upstairs, and they would go
through their Rolodex and make an intro.”

The relationship with Bovard evolved as Majid came to understand the role her mentor could play. She
recalled:

It’s a funny evolution. For the first few weeks, you feel like he’s your boss. In the middle, he’s
your investor, and you manage him as one. And then you see him as a coach helping you grow. I
realized that 'm the CEO and he’s a good person to bounce ideas off of, but I don’t need him to
direct me, and he doesn’t see that as his role.

Majid proved to be a natural people manager and SFA interns clamored to work with her. Her team
proved incredibly productive. This cemented Bovard’s faith in Majid’s ability to become a successful CEO,
as he knew all potential deals would have an active management component.

And the fact that Majid was female seemed to take many in the search community by surprise. This was
unexpected, but Majid did not believe the attention paid to her gender appreciably changed her search
experience, relative to others in her cohort. She noted, “Anytime I’d meet someone [in the community],
they would comment on it, but it didn’t actually impact what I was doing ... I was focused on buying a
company.”

Majid harnessed her operations background and quickly came up with an organized system to vet targets.
Using her experiences in executing complex processes, Majid designed a process with stages for each step
of the search phase and observed how her conversion rates from idea to conversation grew. In comparison
to the rest of the cohort, she realized that she was having more conversations — and lengthier talks —
than her peers, suggesting that her ability to connect with targets was productive. Majid observed, “While
a lot of business school graduates think that it’s about outsmarting the market, [being in SFA] teaches
you that it’s a lot more about execution than strategy.”

Designing a process around her skills and background soon proved fruitful. Majid recalled:
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My search was heating up because there is a natural evolution. You get better at searching, and
your process is scaling up — you are looking at more companies, and you are better at looking at
them. Additionally, we all learned from each other’s skills and were tackling searching
collaboratively. Others were good at finance, finding firms, or staying optimistic. Me, I was best
at marketing. We took each other’s best practices and applied them.

Acorn Legal Solutions and the eDiscovery Market

In her search process, Majid came across Elijah, Ltd., a legal support firm that focused on legal data
management and digital forensic services for lawyers in advance of litigation. Majid first contacted Elijah
via a cold email. She had actually been exploring firms in the lab calibration industry, and Elijah had been
misclassified. After a cold email and a successful call, she became interested in the firm. Despite being
unfamiliar with the industry, she found Elijah hit many of the requirements she’d set out for a firm,
including revenue model, ownership structure, customer concentration. She noted, “There are very few
credible opportunities, and once one comes along, it becomes interesting.”

The firm offered eDiscovery services and forensic services, in which they advised lawyers early in a case
life cycle on data collection. The eDiscovery sector was growing within the legal services industry. Upon
filing a legal claim, individuals on both sides of the case engaged in a process called “discovery,” designed
to define, locate, and manage the evidence to be used in the legal proceedings. With the advent of digital
assets, eDiscovery focused on finding, compiling, processing, and reviewing digital data relevant to the
case. These materials might include emails, electronic files, or social media records accessed during the
general discovery process.

Attorneys had sought and utilized electronic records for some time, but in an ad hoc manner. In 2006,
amendments to the US Federal Rules on Civil Procedure codified the usage of electronically stored
information in civil litigation and made the management of electronic documents central to litigation. The
eDiscovery market, Majid observed in original investment memo to Bovard, would reach $2.9 billion in
2015, and grow to $5 billion by 2020. The eDiscovery division had experienced 20-30% compound
annual growth; nonetheless, it was still too small to find a financial buyer.

Majid initially had hoped to acquire all of Elijah, Ltd. However, the founders made it clear that they were
interested in growing the smaller-scale forensic division themselves — while spinning off the eDiscovery
division into a new entity, Acorn Legal Solutions. Elijah, Ltd. would continue under the old ownership
and focus exclusively on forensics — so any buyer for Acorn would also be competing with Elijah’s
forensics division.

The eDiscovery division of Elijah generated healthy recurring revenues throughout the life of a case,
which averaged three years. The work consisted of three parts:

e Removing duplicate files to make sure they were searchable and converted into easily managed
tile types (20% of revenue);

e Hosting the data by supporting specialized third-party software that attorneys used to review and
annotate documents (61% of revenue);

e Supporting case attorneys on an hourly basis by guiding them through how to use the software or
performing tasks related to the software (for example, running searches), including preparing
and exporting information to be shared with opposing counsel (19% of revenue).
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While most other firms focused on just one segment of the legal market or offered eDiscovery services as
an offshoot of broader document management services, Elijah’s eDiscovery division was one of the few
that specialized in eDiscovery for all law firms.

Law firms fell into three categories, by size:

e “AmlLaw 200” firms, the 200 top-ranked firms according to American Law magazine;
e Middle-market firms with 6 to 200 attorneys;
e Small firms with one to five attorneys.

While the large AmLaw 200 firms increasingly performed eDiscovery in-house or secured long-term
contracts with large corporate eDiscovery firms, middle-market firms were likely to outsource eDiscovery
but often were disorganized in their bidding and vendor selection.

The Opportunity at Acorn

Majid believed that the haphazard way middle-market firms sourced eDiscovery services represented an
opportunity for Acorn. The local services that mid-market firms chose generally did not offer the level of
service that Acorn could provide. The firm’s customers generally cited three standout services for their
patronage:

e  Multiple cutting-edge software platforms typically offered only by expensive national players;

e Flexibility on lead time and pricing, depending on the customer’s need;

e  24-hour customer support and a designated project manager, which allowed for a close relationship
and personalized fit with middle-market firms and the lawyers overseeing a given case.

Majid reviewed the pro forma financials and came up with plausible revenue and profit projections that
would be enticing to SFA. (See Exhibits 3-5 for further details on the Acorn acquisition). She explained,
“We asked ourselves, ‘What does growth need to be and how do we do that?”

For her projections, Majid noted that Acorn had already invested in expensive legal software. These
investments meant that it could now grow revenues from hosting and processing more cases, without a
significant incremental investment or increase in operating costs. In 2015, of $640,000 EBITDA growth,
$200,000 was from cost reductions. Majid believed that by building out Acorn’s sales team to capture
more of the middle-market law firms, she would be able to increase revenue with only minor growth in
non-sales expenses. In her initial investment model, she estimated hiring three salespeople, each covering
a different geographic market, at an expense of $145,000, per salesperson. She projected the newly
configured sales team should each generate up to $750,000 more in annual revenue.

Majid also noted the entire industry’s upward trend. She believed that her pre-MBA experiences

identifying new revenue streams for emerging technologies left her well-positioned to run a firm in this
space.

Bovard's Concerns
However, Bovard and Silverman had concerns about the investment. Majid noted, “[Bovard] was

skeptical for a while and never said no or yes. Every time I talked to the seller and summarized what I
learned about the firm, he’d throw in more questions.”
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As an investor, Bovard saw his role as safeguarding SFA’s searchers from buying a bad business. While
SFA’s team of analysts and interns helped the searchers avoid confirmation bias when first investigating a
deal, Bovard assessed the full spectrum of potential risks and pitfalls before committing to a deal. He
believed he had to counteract what he saw as searchers’ natural desire to close on a deal. In this, Bovard
was more hands-on than a typical investor and was in contact with each searcher at least once a week, if
not more. He was always reminding them that they needed to ask themselves if the companies would be
able to grow enough for investors to make back the initial investment plus a return that would earn the
CEO real money.

With the Acorn acquisition, Bovard had three issues. First, he worried about how Majid, who did not
have a legal background, could lead a company in such a specialized industry. How could she discover
ways to differentiate Acorn’s services, provide value, and scale up?

A member of Bovard’s network brought up a second concern: automation. This investor argued that
Acorn could soon be obsolete because of technological advancement; machine learning and artificial
intelligence (AI) would make eDiscovery a routine in-house activity, even for middle-market firms, and
therefore would wipe out Majid’s planned growth.

However, Bovard judged the most significant risk as the fact that Acorn would be a carve-out acquisition.
Carving out a division from an existing firm presented challenges to a seasoned CEO, much less a rookie.
Bovard noted that issues had already emerged during the due diligence process. Because Majid could not
perform diligence on a portion of the firm, Bovard was concerned she had an overly rosy view of the
Acorn spin-off. For example, Majid asked the owners of the firm to introduce her to some significant
customers so she could get a better picture of the business. However, she only met three of their top five
customers and was unsure if the CEO was cherry picking the customers with whom she spoke.
Additionally, it would fall to Majid to create new accounting, CRM, and management tools. In the deal
proposed, Majid would get the eDiscovery division, but none of the infrastructure and administrative
backend. In effect, she would need to be more of an entrepreneur than an acquirer, and Bovard was
unsure SFA was equipped to support her in that effort.

Investing in Acorn

By the fall of 2016, half of SFA’s first cohort had found and acquired companies. With four more
searchers entering SFA in 2016, Majid felt a self-imposed pressure to get something done sooner rather
than later. She needed either to pull the trigger on Acorn or refocus her attention on searching. Bovard
and Majid had met regularly over the course of three months to discuss the deal and her plans for the
carve-out. On a Wednesday afternoon, she entered the office to give them an update on her most recent
meeting with Elijah. That is when Bovard and Silverman dropped a bomb.

Based on the carve-out risks, Bovard and Silverman wanted to change the deal structure. The initial deal
had been very equity heavy. According to Majid’s offer, the purchase price was to be $8.5 million, about
5x the forecast-adjusted EBITDA of $1.7 million. The seller would provide a $1.5 million note with a
ratcheting annual interest rate from 6% in the first year to 8% in the last year. The interest would be paid
quarterly and the entire note would be due in four years. Majid and SFA planned on using $3.4 million
in senior debt. So, the equity contribution would have been $3.6 million.

Instead, Bovard and Silverman wanted the seller to have more skin in the game and provide more debt.

The seller held all the firm’s current clients and could heavily influence the extent to which these clients
continued to use Acorn’s services. Bovard proposed recasting the deal with $1.9 million of seller note. At
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closing, the SFA portion would be financed by a combination of $3.4 million in senior debt secured by
the enterprise and $3.2 million provided by SFA - the sole equity holder. The remainder of the purchase
price would be financed by the seller with a four-year maturity and ratcheting interest rates. This, Bovard
hoped, would incentivize Elijah to support Majid and help with Acorn’s sales growth.

Majid was convinced this new request would kill the deal. She had already negotiated a very extensive
carve-out agreement with Elijah’s CEO. The transition and cooperation agreement included provisions
for transferring clients, ongoing HR support, and IT support. However, Bovard and Silverman strongly
encouraged her to at least try to renegotiate with the seller.

Majid went home and mulled her options. She didn’t want to rush a deal just for the sake of closing but
was nervous about the negotiations going awry. She had a few other targets under consideration, but
none as promising as Acorn. When she returned to SFA tomorrow, Majid was scheduled to speak with
Bovard and Silverman again before going to Elijah. Were they right that the investors needed more
security before they let her tackle a carve-out acquisition as a first time CEO? Would Bovard and
Silverman force the structural change, meet her in the middle, or tell her the deal was off? What would
Elijah say to the new structure of the deal?

This case has been developed for pedagogical purposes. The case is not intended to furnish primary data, serve as an endorsement
of the organization in question, or illustrate either effective or ineffective management techniques or strategies.

Copyright 2019 © Yale University. All rights reserved. Reprinted with permission of Yale University School of Management. To
order copies of this material or to receive permission to reprint any or all of this document, please contact the Yale SOM Case
Study Research Team, 165 Whitney Street, PO Box 208200, New Haven, CT 06520 or at case.comments @yale.edu.

Endnotes
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2 Eugene F. Williams, Jr., Lecturer in the Practice of Management. Yale School of Management
3 Search Fund Accelerator, https://www.searchfundaccelerator.com/, accessed on July 10, 2019.

* Peter Kelly, H. Irving Grousbeck, Austin Yoder, Sara Rosenthal, “2018 Search Fund Study: Selected
Observations,” Stanford Graduate School of Business, 2018, www.gsb.stanford.edu/faculty-research/case-
studies/2018-search-fund-study-selected-observations, accessed on July 10, 2019.
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Exhibit 1: Lia Majid Resume

UA MAJID
18 Piedmont Street | Boston, MA 02116
(216) 536-1123 | Lia@KiplingLLC.com

EDUCATION
2013-2015 KELLOGG SCHOOL OF MANAGEMENT Chicago, IL
NORTHWESTERN UNIVERSITY
Master of Business Administration
*  Major: Management
®  Teaching Assistant, Introduction to Accounting
2003-2008 CASE WESTERN RESERVE UNIVERSITY Cleveland, OH
Bachelor of Engineering & Bachelor of Science
*  Major: Electrical Engineering & Mathematics
®  Teaching Assistant, Introduction to Linear Circuits
* President, Phi Sigma Rho Engineering Sorority; Chair, Student Alumni Relations Committee; Varsity Volleyball
EXPERIENCE
2012 - 2015 PARKER HANNIFIN CORP, Fortune 250 ($138) Diversified industrio) monufocturer Cleveland, OH
Senior Project Engineer, services revenues development through emerging tech portnerships
* Initiated corporate-wide adoption of Augmented Reality technology
o Developed $5M 6-year monetization strategy elevated to the Board
o Negotiated 5-Year Master Agreement & payment terms with technology vendor
o Managed first commercial introduction at critical trade show in high-growth market
* Generated $500k in alpha customer revenue using big data to sell compressed air monitoring services
e Developed semi-annual oversight process for $18 global growth pipeline
*  Designed interactive market-focused growth training for global General Managers of $100-$500M P&L
e Coordinated presentation of year end results and next year plan to the Board for $3.58 business unit
¢ Led partnership with Cleveland Clinic resulting in Cardioscope, featured in 2014 Annual Report
2007-2012 NEWRY CORP, boutique R&D strategy consulting firm with extensive focus on VOC Cleveland, OH
Pm/«:t Manager, 2010 - 2012, on-time, on-budget project work,; new project sales; firm leadership
Managed $4.5M in project work with clients: Corning, Parker and Moen
*  Sold $250k in new consulting service offering: conjoint analysis with global interviews for Corning Optical Fiber
pricing strategy. Established market research process in China, Russia, Western Europe
®  Turned around $300k, 4-month behind project on architectural applications for Corning’s Gorilla glass
¢ Pitched $1.0M regional economic development project. Led analysis of Biomass/Waste-To-Energy cluster
* Facilitated 2 joint development efforts for US commercialization of Chisso’s synthetic collagen
¢ Expanded company by 20%; hired 4 employees
*  Reduced turnover by 8%, by designing weekly training for incoming analyst / associate class
Associate, 2008 — 2010, morket forecast, VOC implementation
¢ Generated $2M in SBIR funds for Parker partner by roadmapping Carbon Nanotube opportunities
*  Modeled predictive forecast for organk semiconductors in e-Readers from historical CES data
¢ Identified $10M opportunity modeling copper & optical USB market by ¢h I, region, technology and OEM
Anolyst, 2007 - 2008, interet reseorch, data entry
*  Conceptualized market need for Corning's Clearcurve, a $15M product
*  Generated 150 interviews from self-identified cold contacts
e Identified 3 acquisition targets for Moen through monthly patent research
ADDITIONAL DATA

Parker internal training: Finance for Operations Decisions

Advisor, Majid Family Trust, Real Estate Investments

Advisor, Lorktech Electronic Shelf Labels

Training The Street: Financial Modeling & Valuation courses

Project Management Institute training: Leading Projects (PMP certification credit)
Mentor, Women In STEM, Hathaway Brown High School

International Experience: Attended middle school in Pakistan (1996-1998)

November 14, 2016
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Exhibit 2: Timothy Bovard Bio

Timothy Bovard is Founder and CEO of Search Fund Accelerator, the first and most advanced
coaching organization dedicated to helping entrepreneurs successfully find, acquire and manage
a business they will run as CEO. Now in its fifth year, SFA has quickly built a formidable track
record of success and a unique and supportive community of searchers, CEOs, investors and
mentors.

Timothy has been teaching Entrepreneurship Through Acquisition at Columbia Business School
for the past four years and at INSEAD for the last 16 years. He also guest lectures at other MBA
programs, and is a regular speaker at Entrepreneurship Through Acquisition conferences.

As Founder and former President of CPI, Timothy created Europe’s leading book manufacturer.
Through a series of 20 acquisitions over 12 years, he built CPI into a group with over $600 mil
in sales and 4000 employees in 15 plants across Europe.

He is also President of the Association Petits Princes, a leading French charitable organization
that realizes the dreams of severely ill children.

Timothy holds a B.S. in Management from Rensselaer Polytechnic Institute, a M.A. in Political
Science from the University of North Carolina at Chapel Hill, and a MBA with Distinction from
INSEAD.
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Exhibit 3: Information on the Logistics of the Carve-Out

Schedule I

rvices Provide

Elijah to Acorn

All Services referenced in Schedule I shall be conducted by telephone, videoconference and/or
email unless otherwise agreed by the Parties, with the exception of local IT technology support
services specified in S3 below. Time commitments associated with Elijah performing the
Services referenced in Schedule I shall be reasonable, which shall mean collectively not
exceeding the approximate time that Elijah expended performing similar services relating to its
eDiscovery business during equivalent time periods.

Service Area

Specific Activities

Period & Fees

S1. Billing

Accounts receivable services,
including:

Generating and reviewing
monthly invoices based on
employee time-entries

During the one (1) year period following
the date of this Agreement, payable as
follows:

Months one (1) through six (6):
included;

Months seven (7) through nine (9):
$1,000 per month

Months ten (10) through twelve
(12): $2,000 per month

Providing Internet service in the
Chicago and Grand Rapids
offices

Providing office voip phone and

S2. Collections services, including: During the one (1) year period following
Collections the date of this Agreement, payable as
e Receiving and posting follows:
payments (electronic, manual) e Months one (1) through six (6):
e Applying cash to customer included;
accounts / invoices e Months seven (7) through nine (9):
e Monitoring and reporting on $1,000 per month
unapplied cash e Months ten (10) through twelve
e Reconciling customer accounts (12): $2,000 per month
¢ Intercompany reconciliation &
payments
e Providing monthly reports on
past due accounts to Acorn
CEO
e Conducting follow-up calls on
past-due accounts
S3.1IT Information technology support During the one (1) year period following
Support services, including: the date of this Agreement, included
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voicemail for users within the
office (excludes cell
phones/service)

Providing access toprinters, and
associated maintenance and
support

Providing access to video
conference, projector, audio for
existing office meeting space

Forwarding e-mails from
Acorn’s employees’ Elijah e-
mail accounts to their Acorn e-
mail accounts.

S4. Office
Space

Provision of office space as follows:

Provide existing office space at
Chicago, Grand Rapids
Provide utilities and existing
security for office in Chicago,
Grand Rapids

Provide existing desks for all
employees in Chicago, Grand
Rapids

During the one (1) year period following
the date of this Agreement, $12,200 per
month

S5. Business
Development

Business development services,
including:

Upon request, provide guidance
on proposals for new project
work

Upon request, participate in
discussions with on-going
clients

Upon request, introduce new
CEO to existing clients to
transition customer
relationships

Upon request, participate in
engagement scoping
discussions with new clients
Upon request, consult regarding
former, current and prospective
eDiscovery customers

During the Initial Term, payable as
follows:
e Months one (1) through six (6):
included
e Following the six (6) month
anniversary of this Agreement,
$200 per hour
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Schedule I1

Services Provided to Elijah by Acorn

All Services referenced in Schedule II shall be conducted by telephone, videoconference and/or
email unless otherwise agreed by the Parties.

e Upon request, provide guidance
on designing job descriptions
for new hires

e Upon request, review potential
new employee resumes for fit
with company

e Upon request, share best
practices around recruiting
channels for new employee
support

e Upon request, interview
potential new hires for sales or
production staff

Service Area Specific Activities Period and Fees
BI.IT Information Technology Consulting During the Initial Term, payable as
Consulting Services, including: follows:
Services e Months one (1) through six (6):
e Perform support work on up to ten (10) hours per month at
existing Elijah IT managed no cost; $60 per hour thereafter
service engagements e Following the six (6) month
e Transitional training for Elijah anniversary of this Agreement,
employees to take over tasks $60 per hour
e Backstop Elijah employees on
FTP servers
S6. HR Human resources support services, During the Initial Term, payable as
Support including: follows:

e Months one (1) through six (6):
included

e Following the six (6) month
anniversary of this Agreement,
$200 per hour
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Exhibit 4: Historical Financial Information

Revenues

Hosting Fees

Processing Fees

Project Management

Other Revenues

Less: Contingency Revenue Recognized*
Add: Contingency Receivables Collected*
Prompt Payment Discount

Total Revenues

Cost of Revenues

E-Discovery Software
Total Cost of Revenues
Total Gross Margin

Expenses

Bad Debt Expenses (Recoveries)
Business Development
Computer Expense
Contractors

Employee Benefits
Employee Leasing
Insurance

Licensed Software
Marketing

Meals & Entertainment
Miscellaneous Expenses
Office Expense
Outsourced Services
Professional Fees

Rent

Taxes & Licenses
Travel & Meetings
Utilities

Standalone Expenses
Total Expenses
Adjusted EBITDA

Calendar Year 2013

Calendar Year 2014

Calendar Year 2015

TTM to November

30", 2016
$ 675,652 $ 1,061,763 $ 1,684,670 $ 2,557,003
S 617,321 $ 320438 $ 774,806 $ 816,890
$ 396,141 $ 628,395 $ 621,927 $ 618,936
S 326,750 $ 437,307 $ 256,026 $ 203,669
$ (225,192)
S 81,049
(16,039) $ (43,069) $ (70,822) $ (19,623)
S 1,999,825 $ 2,404,834 $ 3,266,607 $ 4,032,732
S 163,288 $ 417,769 $ 530,635 $ 367,258
S 163,288 $ 417,769 $ 530,635 $ 367,258
$ 1,836,537 $ 1,987,065 $ 2,735,972 $ 3,665,474
$ 43817 $ (179,958) $ -8 -
S 18672 $ 36,668 $ 32,976 $ 22,277
S 79624 $ 56,252 $ 70,420 $ 57,901
S 74,278 $ 70532 $ 105,100 $ 84,624
S 31,025 $ 46282 $ 50,789 $ 60,747
S 703,406 $ 700,883 $ 679,683 $ 752,199
S 1370 $ 6578 $ 10,565 $ 24,007
$ 3064 $ 6915 $ 35,627 $ 46,271
S 24113 $ 11,605 $ 21,072 $ 18,998
$ 22867 $ 17612 $ 19,955 $ 32,102
$ 14624 S 64,985 $ 49,913 $ 53,794
S 63,745 $ 94933 $ 33,361 $ 87,368
$ 28420 $ 25659 $ 16,561 $ 2,645
S 2,880 $ 3,730 $ 2,950 $ 2,950
S 222302 $ 183,137 $ 171,906 $ 173,391
S 4236 $ 6,194 $ 5347 $ 3,062
S 43463 $ 66,420 $ 72,682 $ 61,042
$ 28,033 $ 26873 S 35,541 $ 7,467
$ 396,750 $ 396,750 $ 396,750 $ 396,750
S 1,806,689 $ 1,642,050 $ 1,811,198 $ 1,887,595
S 29,848 S 345015 $ 924,774 $

*On-Resolution data unavailable to conduct adjustments priorto TTM
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2: Historical Balance Sheet”’

Assets

Current Assets
Checking & Savings Accounts
Net Accounts Receivable
Other Receivables
Prepaid Expenses

Total Current Assets

Non Current Assets
Net Fixed Assets
Security Deposits

Total Non Current Assets

Total Assets

Liabilities

Current Liabilities
Accounts Payable
Line of Credit
Accrued Wages
Accrued Vacation
Accrued Bonuses
Accrued Credit Cards

Total Current Liabilities

Total Liabilities

Equity
Total Equity

Total Liabilities & Equity

TTM to November

Calendar Year 2013  Calendar Year 2014 Calendar Year 2015 th
30,2016

$ 58,043 $ 68,731 $ 60,447 S 413,241
$ 521,721 $ 632,722 S 1,000,122 S 1,020,520
$ -3 15500 $ 15500 $ 46,500
$ 21379 S 79,7118 $ 51309 $ 55,585
$ 601,143 3 796,671 S 1,127378 $ 1,535,846
$ 214,320 $ 244654 S 269962 S 244,845
$ 21519 $ 30,798 S 35721 $ 31,446
$ 836,982 S 1,072,123 3 1,433061 S 1,989,910
$ 1,438,125 S 1,868,794 S 2,560,439 $ 3,525,756
$ 69,881 $ 40,092 $ 57378 S 16,472
$ 85823 S 120,798 $ 131 S -
$ 30,062 $ 39,836 S 10469 S 10,400
$ 31,990 $ 28932 5 13515 S 29,427
$ 38,340 $ 44500 $ 53498 $ 31,506
$ 141,851 S 141,844 S 146,589 S 16,117
$ 397,947 S 416,002 $ 281,580 $ 103,922
$ 397,947 S 416,002 S 281,580 $ 103,922
$ 439,035 $ 656,121 S 1,151,481 $ 1,885,988
$ 836,982 S 1,072,123 5 1,433,061 $ 1,989,910

3: Historical Statement of Operating Cash Flows

Cash Flows From Operating Activities

Adjusted EBITDA
Changes in Operating Assets & Liabilities

Accounts Receivable
Other Receivables
Prepaid Expenses
Accounts Payable
Accrued Wages
Accrued Vacation
Accrued Bonuses
Accrued Credit Cards

Net Cash Provided By Operating Activities
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TTM to November

Calendar Year 2013  Calendar Year 2014 Calendar Year 2015 &
30,2016
$31,848 $375,015 $870,691 $1,777,879
($137,521) ($111,001) ($367,400) ($20,398)
1] ($15,500) $0 ($31,000)
$2,653 ($58,339) $28,409 ($4,276)
$70,791 ($29,789) $17,286 ($40,906)
($717) $9,774 ($29,367) ($131)
$31,990 ($3,058) ($15,417) ($69)
$38,340 $6,160 $8,998 $15,912
$101,256 ($7) $4,745 ($4,458)
$133,334 $173,255 $517,945 $1,692,553
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Exhibit 5: Investment Case: Summary Financials from Model

MOIC 7.8x
IRR on Deal 51.0%
Base Case Scenario ($000) 2015 2017 2018 2019 2020
Net Revenue $3,267 $4,168 $4,748 $5,410 $6,327 $7,118
Growth 36% 28% 14% 14% 17% 13%
EBITDA $875 $1,853 $1,987 $2,406 $2,786 $3,140
EBITDA Margin 27% 44% 42% 44% 44% 44%
Debt Ending Balance
Senior Debt 3,400,000 $3,400,000 $2,550,000 $1,700,000 $850,000
Seller Note 1,500,000 $1,500,000 $1,500,000 $1,400,000 $1,300,000
Line of Credit - - - -
Cash $308,949 $1,101,576 $1,703,547  $2,565,054
Net Debt $4,591,051 $2,948,424 $1,396,453  ($415,054)
Pre-Cure Covenants
Fixed Charge Coverage Ratio (Including SN Princ 1.0x 6.8x 2.2x 2.4x 2.8x
Fixed Charge Coverage Ratio (After preferred re 1.5x 9.4x 3.1x 3.2x 3.6x
Total Debt / EBITDA ) 6.0x 2.6x 1.8x 1.2x 0.7x
Senior Debt / EBITDA 1 4.0x 1157 111b% 0.6x 0.3x
Equity Cure . S - S - $ - $ -
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Exhibit 6: Downside Case: Summary Financials from Model

MOIC 1.2x

IRR on Deal 3.9%

Base Case Scenario ($000) 2015 2016 2017 2018 2019 2020 2021

Net Revenue $3,267 $4,168 $4,248 $4,439 $4,868 $5,072 $5,273
Growth 36% 28% 2% 5% 10% 4% 4%

EBITDA $875 $1,853 $1,637 $1,691 $1,793 $1,648 $1,627

EBITDA Margin 27% 44% 39% 38% 37% 32% 31%

DebtEnding Balance

Senior Debt S 3,400,000 $3,400,000 $2,550,000 $1,700,000 $2,100,000 $1,400,000
Seller Note $ 1,500,000 $1,500,000 $1,500,000 $1,400,000 - -
Line of Credit $143,488 - - - -
Cash $200,000 $402,486 $464,291 $386,867 $689,345
Net Debt 54,843,488 $3,647,514 $2,635,709 $1,713,133 $710,655

Pre-Cure Covenants

Fixed Charge Coverage Ratio (Including SN Princ 1.0x 52X 1.5x 1.5x 1.9x 1.9x
Fixed Charge Coverage Ratio (After preferred re 1.5x 7.0x 2.2x 2.1x 1.9x 2.6x
Total Debt / EBITDA A 6.0x 3.3x 2.6x 1.9x 1.4x 1.0x
Senior Debt / EBITDA T 4.0x 2.2x 11357 0.9x 1.3x 0.9x
Equity Cure ! $ -8 -8 -8 - s -
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