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mmmm A WELCOME MESSAGE FROM THE CORNER OFFICE mmm

We would like to thank you for your continued interest in our newsletter and role as the leading provider of
Merger and Acquisition (M&A) advisory services within the Outsourced Business Services (OBS) industry.

As we wrap up our 2018 2nd quarter newsletter, we are enjoying a summer of firsts in Washington, D.C.
The Washington Capitals won the Stanley Cup, and the Washington National’s hosted the All-Star Game
for the first time! And, although not a first, the CAS website is currently going through a re-design. Stay
tuned for an announcement once complete.

The Philadelphia office has outgrown its current and original location. Come August 1st, we will be
setting up shop at 2 Commerce Square, 2001 Market Street, Suite 2500, Philadelphia, PA 19103. Our full
address and contact information can be found on the last page of this newsletter.

In July, CAS closed a significant M&A deal in RCM. At the request of our client, details are not being
disclosed at this time.

Earlier this year, CAS staff from both our Washington and Philadelphia INDEPENDENCE

offices participated in the Philadelphia Night Race 5K, benefiting Blossom "*N I‘ tHT

Philadelphia, an organization providing services to families with brain

injured children. While it was an impressive finish by all family and staff who “RA‘ iy * E
\l; *

participated, Nick Ciabattone, Mickey Kaiser and Michael Lamm all hold finish o v
times that will be hard to beat. We can’t wait to do another 5K! Really! S A A

In June, CAS Business Manager, Elaine Rowley, along with industry

GOVERNMENT OF THE representatives, testified before the District of Columbia City Council hearing

OFDé%Tl‘,]EthfIII;IA on Bill 22-0572, “Wage Garnishment Fairness Amendment Act of 2017”. As
2 of publication, this Bill has not been voted on.

Have you tuned in to “ARM M&A Deal Talk with Michael Lamm™? This is an ongoing, bi-weekly podcast by
Mike Gibb with Michael Lamm on a different ARM subject during each session. Check out our conferences
and other events section below for a link to every podcast to date!

Outsourced Business Services (OBS) Market Overview

M&A activity in the OBS sector remains strong and active; there were 18 deals with a combined enterprise
value of $2.37 Billion this quarter. The debt purchasing market within the U.S. remains attractive with the
supply of delinquent debt continuing to grow, however, we are keeping a watchful eye on the impact
of robocall blocks and its impact on automated calling and the industry as a whole. Regulation remains
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in a state of flux and its overall impact on the industry is yet to be seen. The structure of the BCFP has
recently been ruled unconstitutional by the Supreme Court. While this decision is largely political, it does
represent current the state of American opinion on consumer protection. If this trend of favoring business
growth over regulatory oversight continues, it could pave a way for ARM to spread into markets recently
unavailable. This is a trend we will continue to monitor and report on.

The RCM and CRM M&A markets continue to remain active with a combined 8 deals for a total of $1.22
Billion in deal value, driven by consolidation and tech-enabled platforms.

We are excited to be attending the ACA International Annual Convention in Nashville this week. This
conference is one we never miss and this year, along with my fellow Managing Partner Michael Lamm,
analyst Mickey Kaiser will be attending. At the end of July, Michael will be attending the RMA executive
summit in Maine.

We look forward to being of service and continuing to work with you and are available to confidentially
discuss your interests. Hope to see you at the ACA conference!

Sincerely,
/Mzk Russell
Managing Partner

Certain members of Corporate Advisory Solutions, LLC are Registered Representatives of StillPoint Capital, LLC,
and securities transactions are conducted through, StillPoint Capital, LLC; Member FINRA/SIPC.
StillPoint Capital is not affiliated with Corporate Advisory Solutions, LLC.
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http://www.insidearm.com/news/00044092-now-cfpbs-structure-ruled-unconstitutiona/
http://www.insidearm.com/news/00044092-now-cfpbs-structure-ruled-unconstitutiona/

SELECT CAS CONFERENCE AND EVENT ACTIVITY

Please connect with us at these conferences/conventions that will be attended by CAS team members:

® July 23 - 25,2018 - ACA International Convention and Expo 2018
o Omni Nashville and Music City Center, Nashville, TN.

o Attended by Michael Lamm and Mickey Kaiser
[ To schedule an appointment with Michael or Mickey, contact Elaine Rowley ]

® July 31 - August 2, 2018 - Receivables Management Association (RMA)* Executive Summit
o CIliff House, Portland, Maine

[ o Attended by Michael Lamm ] m

To schedule an appointment with Michael, contact Elaine Rowley

SETTING THE GLOBAL STANDARD

*Corporate Advisory Solutions, LLC is an RMA Authorized Audit Provider.

® ARM M&A Deal Talk with Michael Lamm

o An ongoing, bi-weekly podcast by Mike Gibb with Michael Lamm on a
different ARM subject during each session @

o Listen to all the FREE sessions here!

AccountsRecovery.net | RepoPulse.com @CAS IR
Corpus e Alwacey Saascra net

® & © 2018 ARM M&A Deal Talk with Michael Lamm

*Corporate Advisory Solutions, LLC is an RMA Authorized Audit Provider.

Certain members of Corporate Advisory Solutions, LLC are Registered Representatives of StillPoint
Capital, LLC, and securities transactions are conducted through, StillPoint Capital LLC; Member
FINRA/SIPC. StillPoint Capital is not affiliated with Corporate Advisory Solutions, LLC.

Here are some key highlights of what you will find in this newsletter:

Overview of the M&A market for OBS sub-sectors (ARM, RCM and CRM). Included in the
overview: a breakdown on completed OBS transactions, leverage analysis for completed
M&A transactions, OBS sub-sector overviews, public comparable research and details
surrounding noteworthy transactions within each sub-sector.

Specialty Financing Industry Highlights. Overview of some of the largest publicly traded
specialty finance companies, key industry trends and noteworthy transactions.

ARM Regulatory Update from CAS team member Elaine Rowley detailing the latest
government news, regulation and compliance activities in the ARM sector.

Articles by Todd Feldman, CFP®, CExP™ and Patrick Carroll, CFP®, CExP™ of Rockville, MD
based Obsidian Planning Solutions and Bill Borkovitz, Managing Director of JM Search.



https://www.acainternational.org/events/convention2018
mailto:erowley%40corpadvisorysolutions.com?subject=
mailto:erowley%40corpadvisorysolutions.com?subject=
mailto:mailto:mike%40canvasbusinessmedia.com?subject=
https://itunes.apple.com/us/podcast/arm-m-a-deal-talk-with-michael-lamm/id1384555026?mt=2
http://accountsrecovery.net/
http://repopulse.com/
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Accounts Receivable Management (ARM)

The ARM market completed 11 deals with a combined enterprise value
of $1.16 Billion. Technological innovations and decreased regulations are
contributing to the continued growth of the ARM sector.

e The administrator of the Colorado Fair Debt Collection Practices Act (FDCPA) has recently mandated that
any ARM servicer looking to operate in the state must have a physical presence where consumers can
physically pay off their debt. This offers little benefit to consumers, who would likely prefer to pay off the debt
electronically, but heavily impacts ARM businesses due to the extra cost of maintaining a physical location.
It is possible that other western states (California, Washington, Nevada) will enact similar legislation. If this is
the case, operating an ARM servicing company in these states will become unappealing if an existing facility
is not present in the state.

e As tools to protect consumers against fraudulent calls increase, ARM businesses will feel the impact as
robocalls begin to get filtered out more often. If automated calling is eliminated as a profitable service line,
ARM firms will need to hire more agents for servicing debt. While this will undoubtedly raise the amount
of successful collections, it will also represent an enormous increase in cost, and likely result in a lowered
net income.

e The debt purchasing market within the U.S. remains attractive with the supply of delinquent debt continuing
to grow. Encore Capital Group (NASDAQ: ECPG) is projecting that 80% of the volume purchased in 2018 will
be from fresh portfolios. The Federal Reserve and U.S. have corroborated their projections. The current supply
of debt is at an all-time high with a volume nearly one trillion dollars above the 2008 levels.

e Qutside of the U.S. debt purchasing is seeing growth particularly in the E.U. with new European Central
Bank regulations, published in March 2018. The new published measures are likely to drive additional debt
sale volume in the future, which are aimed at reducing the current stock of non-performing loans held
by European banks. This bodes well for the supply and demand pricing dynamics in the European debt
purchasing/servicing market.

e The 25-member advisory board of the BCFP (formally CFBP) was dissolved by acting director Mick
Mulvaney this June. Mulvaney has claimed that he plans to reform the board with an entirely different team,
but as of mid-July no progress has been made. The continued reduction in oversight should lead to lower
costs for lenders.

e Student loan outstanding debt is at an all-time high of $1.41 trillion, according to the Federal Reserve, with
5% growth from last year. However, tensions continue between the Department of Education (DOE) and
the BCFP as the DOE refuses to provide documents that the BCFP needs for its lawsuit against student
loan provider Navient (NASDAQ: NAVI). This internal disagreement regarding lending and collection among
the government means that maintaining compliance with regulations will continue to be difficult for ARM
businesses and lenders.

@ C A S (continued on next page)
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http://www.insidearm.com/news/00044107-colorado-plans-meeting-about-debt-collect/
http://www.insidearm.com/news/00044107-colorado-plans-meeting-about-debt-collect/
http://www.insidearm.com/news/00044107-colorado-plans-meeting-about-debt-collect/
https://www.wsj.com/articles/why-robocallers-win-even-if-you-dont-answer-1528104600?shareToken=st509a7479d32a43f283b353760c5b455a&ref=article_email_share
https://www.washingtonpost.com/news/business/wp/2018/06/06/mick-mulvaney-fires-members-of-cfpb-advisory-board/?utm_term=.6e7c9b5b356c
https://www.washingtonpost.com/news/business/wp/2018/06/06/mick-mulvaney-fires-members-of-cfpb-advisory-board/?utm_term=.6e7c9b5b356c
https://ktla.com/2018/07/12/cfpb-says-the-education-department-is-obstructing-its-student-loan-lawsuit/

Trends we are watching in 2018

The structure of the BCFP has recently been rule unconstitutional by the Supreme Court. While this
decision is largely political, it does represent the current state of American opinion on consumer protection.
If this trend of favoring business growth over regulatory oversight continues, it could pave the way for
ARM to spread into recently unavailable markets. It is important to keep in mind that some states have
been legislating in favor of consumer protection, so this change will not be nationwide. It is worth noting
that Supreme Court of the United States justice nominee Brett Kavanaugh has vehemently opposed the
BCFP, and if confirmed could lead to its complete dissolution.

CAS is observing increased interest in the ARM industry from investment firms. This is best exemplified
by New Spring Capital and LaSalle Capital's acquisition of ARM servicer Brown and Joseph, as well as J.C.
Flowers & Co.'s acquisition of debt purchaser Jefferson Capital last quarter. This trend in investment firm
interest brings validity to the growth prospects ARM companies are expecting in the years to come.

CAS has seen an increase in the amount of technology used for debt servicing. As we move towards a
more electronically supported market, ARM responsibility continues to be taken over by both traditional
software and Artificial Intelligence.

Notable ARM Transactions

Clearlake Capital has recapitalized Transworld Systems Inc. (TSI) reducing TSl's outstanding debt
by $460 Million.

Encore Capital Group (NASDAQ: ECPG) has acquired Cabot Credit Management for $238 million and
5 million shares of Encore common stock.

Cognizant Technology Solutions (NASDAQ: CTSH) has acquired Bolder Healthcare Solutions.
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https://www.washingtonpost.com/news/business/wp/2018/06/06/mick-mulvaney-fires-members-of-cfpb-advisory-board/?noredirect=on&utm_term=.0ef78517c7be
http://www.lasallecapitalgroup.com/news/20180404.html
http://flexpointford.com/news/j-c-flowers-acquires-jefferson-capital-from-flexpoint-ford/
http://flexpointford.com/news/j-c-flowers-acquires-jefferson-capital-from-flexpoint-ford/
https://www.prnewswire.com/news-releases/transworld-systems-inc-successfully-completes-recapitalization-transaction-300653538.html
https://www.prnewswire.com/news-releases/transworld-systems-inc-successfully-completes-recapitalization-transaction-300653538.html
https://www.encorecapital.com/?press-release=encore-announces-agreement-to-acquire-the-remaining-interest-in-cabot
https://www.encorecapital.com/?press-release=encore-announces-agreement-to-acquire-the-remaining-interest-in-cabot
http://markets.businessinsider.com/news/stocks/cognizant-completes-acquisition-of-bolder-healthcare-solutions-1021568156

Public Comparables:

Analysis of Selected Publicly Traded Accounts Receivable Management (ARM) Companies

($ In Millions)
All Data as of 6/30/2018
Company Name Ticker Price Market TEV (2) LT™M LT™M LT™M TEV/ TEV/ TEV/
Cap (1) (4) Revenue EBITDA (4) NetIncome Revenue EBITDA Net Income

Arrow Global Group, PLC (3) LON:ARW 3.16 557.7 1,869.3 439.2 133.0 60.2 4.26x 14.05x 31.04x
Asta Funding INc. (5) ASFI 3.40 225 — 441 - (0.7) 1.96x — -
Collection House Limited (3) ASX:CLH 1.09 150.1 212.8 97.8 27.0 134 2.18x 7.88x 15.94x
Credit Corp Group Limited (3)  ASX:CCP 13.27 633.3 804.8 209.2 73.6 45.8 3.85x 10.93x 17.58x
Encore Capital Group ECPG 36.60 948.6 4,329.5 1,241.9 391.4 83.0 3.49x 11.06x 52.63x
Intrum Justitia (3) STO:INTRUM 23.01 3,062.8 6,856.6 1,318.3 406.6 182.2 5.20x 16.86x 37.63x
Performant Financial Group PFMT 2.15 110.8 142.5 156.0 16.9 (1.3) 0.91x 8.45x —
PRA Group PRAA 38.55 1,745.4 3,842.3 830.2 47.4 135.2 4.63x 81.03x 28.42x

Mean (ARM) 30.47x

Median (ARM) 29.73x

Notes

(1) - Market Cap equates to total shares outstanding multiplied by the price per share
(2) - Total enterprise value consists of market cap plus debt less cash

(3) - Converted to USD from Pitchbook using exchange rate as of 3/31/2018

(4) - Information not available for certain businesses

Source: PitchBook

OCAS
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Revenue Cycle Management (RCM)

The RCM services sector has returned to a normal M&A volume after a
quiet 1st quarter with 5 deals totaling a combined enterprise value of $987
Million. The RCM industry continues to experience robust growth, which is
expected to persist moving forward.

e RCM continues to benefit from increased healthcare expenditures. According to the Altarum Institute, industry
spending outpaces GDP growth - YoY spend jumped from 4.5% in December 2017 to 4.9% in February 2018.

e Fewer working age Americans are under coverage, despite current legislation, and the uninsured rate for working
age adults has increased from 12.7% in 2016 to 15.5% in March 18 (Commonwealth Fund).

e Theincreased popularity of 3-D printing as a means of manufacturing could lead to healthcare providers developing
their own tools. Due to the exorbitant cost of the specialized tools required in the medical field, an institution able
to design and create its own tools could cut costs tremendously.

Trends we are watching in 2018

e Recent surge of telehealth will further support consolidation of healthcare systems and begin to shift the
traditional care model to allow patients personalized care from the comfort of their homes. Their study showed
8 in 10 hospitals think the technology will be more widely implemented by 2023 (HFMA).

e Healthcare spending is projected to hit 20% of the United States total GDP over the next five years (RW)J
Foundation). Within the industry, a push from local governments and advocacy groups for increased price
transparency may positively re-shape how consumers make decisions about their healthcare expenditure. A
less opaque structure will surely cause prices to drop across the board, strongly benefiting individuals.

e Providers continue their push toward the implementation of value-based care payment models and the
adaption of technologies like Artificial Intelligence in big data to evaluate therapies.

e Hospital M&A activity continues at an accelerated rate, with 25 recorded transactions in the first half of 2018,
the highest annual rate since 2015 (HFMA). According to the Center for Disease Control, 5,627 hospital systems
existed in 2014, compared to 7,156 in 1975. This consolidation is positive for patients, increasing the quality
of care to a larger population, but vendors will need to be larger and offer a wider breadth of service offerings
to remain competitive.

e CAS has noticed an abundance of firms dealing in patient financing. This market saturation will naturally
dissipate but, in the short-term, growth for these businesses will be difficult.

(continued on next page)

@©CAS

Corporate Advisory Solutions
INTEGRITY - CONFIDENTIALITY « EXPERIENCE 9


https://www.wired.com/story/ideas-jason-pontin-3d-printing/

Notable RCM Transactions

e Technology based RCM provider R1 RCM (NASDAQ: RCM) has obtained 15,000 new clients with the
acquisition of fellow RCM company Intermedix.

e New Capital Partners has acquired Maryland based RCM company Collect Rx.

@©CAS
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http://www.r1rcm.com/news_folder/05_2018/r1-closes-acquisition-of-intermedix-corporation
http://www.r1rcm.com/news_folder/05_2018/r1-closes-acquisition-of-intermedix-corporation
https://www.pehub.com/2018/06/new-capital-partners-acquires-collect-rx/

Public Comparables:

Analysis of Selected Publicly Traded Revenue Cycle Management (RCM) Companies
($ In Millions)
All Data as of 6/30/2018

Company Name Ticker Price Market TEV (2) LT™M LT™M LT™M TEV/ TEV/ TEV/
Cap (1) Revenue EBITDA NetIncome Revenue EBITDA Net Income
HMS Holdings Corp. HMSY 21.62 1,799.1 1,955.2 548.9 1114 45.0 3.56x 17.55x 43.45x
Allscripts Healthcare Solutions, Inc. MDRX 12.00 2,1354 3,768.2 1,906.8 90.0 (171.3) 1.98x 41.85x -
Cerner Corporation CERN 59.79 19,839.2 19,363.4 5,174.6 1,522.7 853.8 3.74x 12.72x 22.68
Huron Consulting Group Inc. HURN 40.90 916.7 1,288.5 813.2 (170.7) (178.7) 1.58x — -
Quality Systems Inc. Qsll 19.50 1,251.6 1,259.8 531.0 43.3 24 2.37x 29.13x 520.57x

Mean (RCM) 5,527.0 319.3 110.2 195.56x

Median (RCM) 1,955.2 90.0 24 43.45x

Notes
(1) - Market Cap equates to total shares outstanding multiplied by the price per share
(2) - Total enterprise value consists of market cap plus debt less cash

Source: PitchBook

OCAS
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Customer Relationship Management (CRM)

4«\ The CRM market completed 3 deals with a combined enterprise value of
$230 Million. Technological innovations and decreased regulations are

" contributing to the continued growth of the CRM sector.
%

e There has been an influx of consolidation within the CRM sector this year. Joining the likes of Startek and Aegis
(see Q1 2018 newsletter for more information), Convergys (NYSE: CVG) has agreed to be acquired by Synnex
(NYSE: SNX) for nearly $2.4 Billion. Convergys is in command of over 100 call centers, though revenue has been
declining due to reduced business from major clients. This acquisition by Synnex is representative of a CRM sector
that is experiencing far more consolidation than usual with small and large firms both being targets for acquisition,
partially due to increased competition from technological advancements in the sector.

e Software is now being used to assess call-center agents’ performance and ability. However, in a recent
report by consulting firm McKinsey & Company, they found that “two-thirds of the opportunities to use
Artificial Intelligence (Al) are in improving the performance of existing analytical use cases”. This could mean that
call center agents will receive Al developed feedback on their performance, or it could mean a shift from human
staffed call centers to robotic support agents is on the horizon

e Consumer trust of marketing firms continues to drop with another major data breach leak. Online marketing firm
and data broker Exactis (NASDAQ: XACT) was found to have had detailed information on 230 million consumers
when their database of over 2 terabytes was hacked into.

e With the repeal of Net Neutrality finally in effect, the potential for online-based businesses to be hit with additional
costs is higher than ever. CRM companies that focus on web-based customer interaction will need to look out for
changes in how their sites are treated by various ISP’s to ensure that their client base goes unaffected. Additionally,
it is possible that Amazon (NASDAQ: AMZN), Google (NASDAQ: GOOGL), Microsoft (NASDAQ: MSFT), or any
other cloud-computing supplier will take advantage of the situation and begin to gouge users who now have no
other option.

Trends we are watching in 2018

e CAS has witnessed an increase in the outsourcing of tier one call center operations to countries such as the
Philippines in favor of India due to a larger population of fluent English speakers.

e The increased capabilities of Al are allowing small businesses to mine data at similar levels to large companies,
helping to level the playing field.

e Unified Communications (UC) has continued to grow in popularity within the CRM sector. UC’s primary goal is
to give consumers a uniform experience regardless of the outreach platform they are on (voice, text, video, etc.)

Notable CRM Transactions

e DFW Capital Solutions has acquired ReSource Pro.

e Dimension Data (JSE: DDT), a subsidiary of Merchants, has acquired Millenium1 Solutions.

@©CAS
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https://www.wsj.com/articles/synnex-nears-deal-to-buy-convergys-1530214706
https://www.wsj.com/articles/synnex-nears-deal-to-buy-convergys-1530214706
https://www.wsj.com/articles/call-center-agents-get-a-human-touch-1528984801?mod=foesummaries
https://www.marketwatch.com/story/what-is-exactisand-how-could-it-have-the-data-of-nearly-every-american-2018-06-28
https://www.prnewswire.com/news-releases/dfw-capital-partners-invests-in-resource-pro-300631020.html
https://www.dimensiondata.com/zh-hans/news/dimension-data-subsidiary-eyes-the-north-american-bpo-market

Public Comparables:

Analysis of Selected Publicly Traded Customer Relationship Management (CRM) Companies
($ In Millions)
All Data as of 6/30/2018

Company Name Ticker Price Market TEV (2) LTM LTM LTM TEV/ TEV/ TEV/
Cap (1) (3) Revenue EBITDA(3) NetIncome Revenue EBITDA  Net Income

Atento SA ATTO 6.85 506.3 910.8 1,943.7 164.0 (27.7) 0.47x 5.55x -32.86x
Convergys Corporation ° CVG 35.64 5404 — 161.5 — 96.4 0.30x — 0.18x
Genpact Ltd. G 28.93 5,507.9 6,398.8 2,802.8 465.6 274.5 2.28x 13.74x 23.31x
StarTek, Inc. SRT 6.29 102.0 130.6 281.6 (0.9) (13.1) 0.46x - -
Sykes Enterprises. Incorporated SYKE 28.94 1,231.8 1,159.2 1,616.4 153.9 245 0.72x 7.53x 47.41xx
Teleperformace SE ® PARTEP 17494 10,103.3 11,702.5 4,714.0 681.2 351.9 2.48x 17.18x 33.26x
TTEC, Inc. (Formally TeleTech Holdings, Inc.) TTEC 34.55 1,589.5 1,817.9 1,514.3 153.7 (7.4) 1.20x 11.83x -
WNS Global Services WNS 52.18 2,631.7 2,489.9 758.0 136.8 86.4 3.29x 18.19x 28.81x

Mean (CRM) 2,797.3 3,686.6 1,862.0

Median (CRM) 1,231.8 1,488.5 1,616.4

Notes

(1) - Market Cap equates to total shares outstanding multiplied by the price per share
(2) - Total enterprise value consists of market cap plus debt less cash

(3) - Converted to USD from Pitchbook using exchange rate as o0 6/30/2018

(4) - Information not available for certain businesses

(5) - Revenue, EBITDA and Net Income ratios calculated using Market Cap

Source: PitchBook
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Specialty Finance

P o N

e Denver-based startup “Salt” lends cash using bitcoin as collateral. Previously, individuals with large amounts of
cryptocurrency have been hesitant to exchange it for cash due to the risk of it shooting up in value shortly after.
This method of lending will greatly increase the exchange of cryptocurrency for traditional currency encouraging
more business development by successful cryptocurrency investors. If you believe you could benefit from the use
of cryptocurrency and would like to learn more, click here for a detailed overview of cryptocurrency.

e There has been a surge in the acquisition of FinTech and credit companies. This quarter PayPal (NASDAQ:
PYPL) has acquired four companies, including artificial intelligence startup Jetlore, for a combined value of over
$2.75 Billion. PayPal isn’t the only one looking to acquire payment companies, as 2018 has already seen a volume
of $46 Billion in acquisitions as of June (a 40% increase from last year).
iZettle Press Release
Jetlore Press Release
Simility Press Release
Hyperwallet Press Release

e Companies like Walmart (NYSE: WMT), Nestle (SWX: NESN), and Kroger (NYSE: KR) are looking into using
blockchain technology as a digital ledger to trace the source of contaminated product. Due to blockchain being an
immutable transactional record, major retailers have looked to it as a solution for tracing errors back to their source.

e With the Office of the Comptroller of the Currency (OCC) encouraging banks to offer short-term small-dollar
loans, banks getting involved in these types of loans could help ARM companies affected by the reduced amount
of payday loan portfolios due to increased scrutiny.

e British FinTech Revolut seeks United States banking license. As well as traditional banking services, the U.K. startup
valued at $1.7 Billion offers fee-free currency conversions to its users through a mobile interface. Revolut is among
the growing number of online-only banks.

e Interstate Capital purchases Texas based factoring company for $100 Million. This could hint at a growing factoring
market within the United States. Typically, the U.S. has not made much use of invoice factoring, with the Americas
as a whole having only 8% global market share of the $3 Trillion factoring industry.

Trends we are watching in 2018

e De-regulation of the market continues as Dodd-Frank is rolled back, resulting in reduced oversight for Banks
with assets under the $250 Billion mark. Compare this to the $50 Billion mark previously used.

e Credit-card lending may be about to see a downturn due to increasing loan losses and rewards expenses.
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https://www.wsj.com/articles/this-company-helps-bitcoin-millionaires-unleash-their-fortunes-1530187201?mod=foesummaries
https://blockgeeks.com/guides/what-is-cryptocurrency/
https://www.msn.com/en-us/news/technology/paypal-is-leading-a-payment-company-acquisition-binge/ar-AAzNPUH
https://www.paypal.com/stories/us/paypal-agrees-to-acquire-izettle
https://www.paypal.com/stories/us/paypal-acquires-jetlore
https://www.paypal.com/stories/us/expanding-global-fraud-prevention-risk-management-capabilities
https://www.paypal.com/stories/us/enhancing-global-payout-capabilities-with-hyperwallet-acquisition
https://www.occ.treas.gov/news-issuances/bulletins/2018/bulletin-2018-14.html
https://www.occ.treas.gov/news-issuances/bulletins/2018/bulletin-2018-14.html
https://www.reuters.com/article/us-banks-fintech-revolut/british-fintech-startup-revolut-to-seek-u-s-banking-license-ceo-idUSKCN1J024H
https://www.ucfunding.com/world-factoring-industry-3-trillion-business/
https://www.ucfunding.com/world-factoring-industry-3-trillion-business/
https://www.ucfunding.com/world-factoring-industry-3-trillion-business/
https://www.wsj.com/articles/why-the-credit-card-boom-may-have-just-peaked-1526463000

Company Name

Public Comparables:

Analysis of Selected Publicly Traded Specialty Finance Companies
($ In Millions)
All Data as of 6/30/2018

LendingClub Corporation 4
Navient Solutions Inc. 4
OneMain Holdings, Inc. 4

Credit Acceptance Corp.

Mean (Specialty Finance)

Median (Specialty Finance)

Ticker Price Market TEV (2) LT™M LT™M LTM TEV/ TEV/ TEV/
Cap (1) (3) Revenue EBITDA NetlIncome Revenue EBITDA  Net Income
LC 3.79 1,590.5 — 6534 — (155.2) 0.41x — —
NAVI 13.03 3,447.8 - 2,256.0 - 330.0 0.65x - 0.10x
OMF 33.29 4,517.7 - 3,040.0 - 274.0 0.67x - 0.06x
CACC 35340 6,824.1  10,207.7 1,142.8 740.9 497.0 8.93x 13.78x 20.54x

10,207.7
10,207.7

Notes

(1) - Market Cap equates to total shares outstanding multiplied by the price per share
(2) - Total enterprise value consists of market cap plus debt less cash

(3) - Information not available for certain businesses

(4) - Revenue, EBITDA and Net Income ratios calculated using Market Cap

Source: PitchBook
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CAS is pleased to provide a link to the
Site Selection Group’s Location Intelligence Newsletter

Site Selection Group is a leading, conflict-free location advisory, economic incentive and corporate real estate services firm
providing solutions to corporations and communities across the world. We offer four core services to our customers: Location
Advisory Services, Economic Incentive Services, Corporate Real Estate Services and Economic Development Consulting.
Our mission is to align the needs of corporations with the optimal locations in order to provide the absolute maximum
economic benefit.

Click HERE for the latest Location Intelligence Newsletter.

ARM REGULATORY RESOURCE

Elaine Rowley | Corporate Advisory Solutions, LLC
Chevy Chase, Maryland
240-235-6008

The ARM Regulatory Resource is the CAS quarterly Newsletter feature focused on government news,
regulation and compliance so you are informed of the latest activities of government agencies with the
most oversight over the ARM sector. Your comments and suggestions are welcome!

e OnJune 7th, TamarYudenfreund, Senior Director of Public Policy, Encore Capital Group (NASDAQ: ECPG), Donald
Redmond, Senior Counsel, Government Affairs, Portfolio Recovery Associates, Donald Maurice, Representative,
Receivables Management Association* and Elaine Rowley, Business Manager, Corporate Advisory Solutions,
LLC, provided a compelling testimony to Bill sponsor Jack Evans and other council members of the District of
Columbia, Committee on the Judiciary & Public Safety public hearing on Bill 22-0572, The “Wage Garnishment
Fairness Amendment Act of 2017".

Some highlights of the testimony, as provided by Ms. Yudenfreund:

e This bill, as written, renders many of most valid court judgements essentially meaningless.
e Would be devastating to judgement creditor’s ability to recoup delinquent debt obligations.

e Unintended consequences to the most vulnerable consumers would be less credit available to consumers
who need it the most, helps the top 5% more than the poor, delays repaying and resolving debt.

e Alternatives which would help consumers the most would be to expand exemptions from wage
garnishment in D.C,, create a court form for consumers to file a request for exemption, require that
judgement creditor serve a notice of exemptions on the consumer along with the judgement and notice
of wage garnishment.

©CAS S
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https://info.siteselectiongroup.com/location-intelligence-newsletter-latest-trends-in-site-selection-economic-incentives-march-2017?ecid=ACsprvv8wkHgf7E8oM7ZSjeHhth0JWV7N21jFdXzlUTpnjmM84I6aAM5oES-AJ5vbHIJh_tptQ-g&utm_campaign=Location Advisory- Articles&utm_source=hs_email&utm_medium=email&utm_content=49416386&_hsenc=p2ANqtz-_FmLZCO6Vmy3zOpYJrGPYlulVKeMleCvh6Y9cUgKkYKifI7I7NoHov6mQyX0yX3Bg9Ij7yd8TigZA9Atd2qxXV6vVXfP3jW01QPQX_e3w5hg-TGL4&_hsmi=49415534
https://www.billtrack50.com/BillDetail/894987
https://www.billtrack50.com/BillDetail/894987

e On July 16th, CAS attended the 7th Annual Municipal Finance Conference at Brookings Institute in
Washington, D.C. The Municipal Finance Conference aims to bring together academics, practitioners,
issuers, and regulators to discuss recent research on municipal capital markets and state and local fiscal
issues. Of particular interest were the sessions on the impact of Dodd-Frank. All of the session recordings
and papers can be accessed by way of the link above.

e The CFPB will be one of the members of the new Task Force on Market Integrity and Consumer Fraud
(Task Force) to be established by the U.S. Department of Justice (DOJ). Last week, the DOJ announced it
was disbanding the Financial Fraud Enforcement Task Force, established under the Obama Administration,
and pursuant to an Executive Order issued by President Trump, plans to establish the Task Force in its
place. By Barbara S. Mishkin on July 16, 2018, POSTED IN CFPB ENFORCEMENT, CFPB MONITOR.

o New research report on student loan repayment and broader household borrowing.
Student loans make up an increasing share of the debt held by borrowers around the country, particularly
for younger borrowers. Our previous research has shown that borrowers vary greatly in their ability to pay
off their loans, how quickly they can do so, and the potential hurdles they face. Today, we released a new
Data Point report providing a closer look at borrowers’ use of credit as they approach and make their final
student loan payments, and in the months that follow. Read full report here.

e Quarterly consumer credit trends: End-of-year credit card borrowing.
This is part of a series of quarterly reports of consumer credit trends produced by the Bureau of Consumer
Financial Protection using a longitudinal, nationally-representative sample of approximately five million de-
identified credit records maintained by one of the three nationwide credit reporting companies. This third
report analyzes how credit card borrowing patterns evolve during and after the annual peak in consumer
spending in November and December of each year. Read full report here.

*CAS is an RMA Authorized Audit Provider ‘m

RECEIVABLES MANAGEMENT ASSOC.
SETTING THE GLOBAL STANDARD

For the latest agency reports and information, click on the icons below!
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https://corpadvisorysolutions.egnyte.com/fl/IXybmoUOyP#folder-link/
https://corpadvisorysolutions.egnyte.com/fl/4y7gcZFs1E#folder-link/
https://corpadvisorysolutions.egnyte.com/fl/yn85htKumL#folder-link/
https://corpadvisorysolutions.egnyte.com/fl/Vz68RyjcUE#folder-link/
https://www.brookings.edu/municipal-finance-conference/
https://www.ballardspahr.com/alertspublications/legalalerts/2018-07-13-alert-doj-announces-new-task-force-on-market-integrity-and-consumer-fraud.aspx
http://www.ballardspahr.com/people/attorneys/mishkin_barbara.aspx
https://www.consumerfinancemonitor.com/cfpb-enforcement/
https://www.consumerfinancemonitor.com/cfpb-monitor/
https://www.consumerfinance.gov/data-research/research-reports/cfpb-data-point-student-loan-repayment/
https://www.consumerfinance.gov/data-research/research-reports/annual-report-cfpb-student-loan-ombudsman-2017/
https://www.consumerfinance.gov/data-research/research-reports/data-point-final-student-loan-payments-and-broader-household-borrowing/
https://www.consumerfinance.gov/about-us/blog/new-research-report-student-loan-repayment-and-broader-household-borrowing/
https://www.consumerfinance.gov/data-research/research-reports/quarterly-consumer-credit-trends-end-year-credit-card-borrowing/
https://rmassociation.org

Is Your Business Ready for Sale?

Todd Feldman, CFP and Patrick Carroll, CFP

So, you're ready to sell your business. That’s great. But is your business ready to be sold?

If you suspect that “business sale readiness” is the key not only to being able to attract a buyer but also to getting a great
purchase price, you're right. If, however, you think that just because you're ready to move on, your business is poised to move
on without you, you might be way off base.

How do you know? And if your business isn't ready, where do you turn?

For answers to those questions, we consulted our strategic allies at Obsidian Business Planning Solutions, experts in helping
owners plan for the most important financial event of their lives—the transition out of their businesses.

As a business owner, you are in a unique financial situation: the most significant financial event of your life is likely to be the
transition out of your business. Chances are it will be if your business is poised to sell at the best possible price. But how do
you prepare a business for sale?

Our colleagues at Corporate Advisory Solutions provide a Comprehensive Business Assessment that tells you which aspects
of your business drive up, and which detract from, the value of your business. That’s a critical part of creating a sale-ready
business so we incorporate it into our comprehensive and owner-centric business exit planning process.

You Define Success. We Don't.

Having worked with owners for many years to craft successful exits from their companies, we know that each owner defines
“successful exit” differently, so we start there: What do you want your exit to accomplish? If you haven't set concrete goals
related to how much money you need from the sale of your business to live the post-exit life you desire, we'll help you do
that.

Once we understand what you want your exit to accomplish, we'll quantify your starting point: the current value of your
business and non-business assets. With both starting and end points defined, you'll have a clear picture of how much your
business needs to increase in value before you can leave it.

Would You Buy Your Business?
But let’s look at business value from another perspective: a buyer’s. Perhaps the best way to do that is to ask yourself a
simple question: Would you buy a business whose success depends on the skill, contacts and presence of its current owner?

Perhaps. But wouldn’t you rather purchase a company with effective operating systems run by a proven management team
motivated to create revenue without its owner’s involvement?

That’s why we'll look at your role: what it is and what you'd like it to be. We will assess the systems you use to motivate your
employees to build business value. You may already have an effective incentive system in place. If not, we'll work with you to
create one that motivates your employees to grow the amount of business value you need in the period before your desired
departure date. If your team is not capable of running the company in your absence, even for short periods, we'll work with
you to change that.

@©CAS

Corporate Advisory Solutions
INTEGRITY - CONFIDENTIALITY « EXPERIENCE 18

(continued on next page)



Minimize Risk - Maximize Sale Proceeds
WEe'll also assess the risks to your business from inside and out because buyers hate risk. If they are willing to assume limited
amounts of risk, buyers mitigate it by lowering their offers or setting aside large portions of a sale price as an earnout.

To maximize the amount you'll receive for your business at closing, we'll also determine if you are doing all you can to
minimize both your personal and business tax liability today and when you sell.

Contingency Planning

Let’s be realistic: bad stuff happens. Some owners don't reach their planned exits and instead leave their businesses via
death or disability. Either one of those events can kill a business and with it a family’s future—unless proper succession
planning mechanisms are in place.

If you co-own your business and have a buy-sell agreement in place, we'll work with your attorney to be sure that the
formula used to calculate business value when you signed it is appropriate today and equally fair to the departing and
remaining owners. We'll ask the hard questions about whether the agreement provides the cash necessary to: 1) replace
the financial resources you provided; 2) keep key employees in place when they justifiably wonder about the future of the
company without you; and 3) hire someone with the talents and contacts that you have.

If you are a sole owner, we've got some ideas about how you can protect your family and business should you die or become
disabled before you can sell your business.

Remember when we said that business owners are in a unique financial situation? Well, that’s especially true in when it
comes to estate planning. Your most valuable asset, your business, is partially or totally illiquid. Your heirs can’t sell it on a
market as they can sell stock of a publicly held company. Still, you want your heirs to receive the benefit of your life’s work.

We will work with your attorney (or recommend one who is an expert at crafting estate plans for owners of closely held
companies) to make sure your estate plan accomplishes your goals.

A Sale-Ready Business
Preparing a business for sale doesn’t just happen. Sale-ready businesses are the result of a systematic, multi-disciplinary
process whose sole purpose is to achieve your goals. That process begins well before a sale. What better day than today?

Patrick Carroll, CFP®, CExP™ is the Founder and CEO of Obsidian Business
Planning Solutions and author of Tame Your Money Elephants (Apple Ridge
Press, 2016). He has worked with business owners to create successful business
exits for over 20 years. Pat can be reached at pcarroll@obsidianplanning.com or

(301) 990-4395.

Todd Feldman, CFP®, CExP™ brings experience in banking, stock brokerage,

insurance and financial planning to his work with individuals and business owners.
His natural curiosity and determination to find solutions make him a creative and
trusted problem solver for Obsidian’s business owner clients. Todd can be reached
at tfeldman@obsidianplanning.com or (301) 990-4395.
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Finding the Future Leaders of OBS

Bill Borkovitz, Principal at JM Search

It is no secret that outsourcing businesses have been undergoing fundamental changes driven by the influence of technology.
From collections and billing to call center operations, advancements like Robotic Process Automation (RPA), Artificial
Intelligence (Al), and broader adoption of cloud-based software have created both opportunities and pressures for traditional
business process outsourcing (BPO) companies.

As services businesses are integrating technology into their solutions at an ever-increasing rate, with some transitioning to
product-driven organizations altogether, having the right leadership in place is pivotal. But executives who have grown up in
outsourced business services may not possess the requisite exposure to the technology and business models that will define
the future of the sector. While there are certainly leaders within the sector well-equipped to navigate the changes occurring,
companies willing to consider outsiders for leadership roles can position themselves to win both short- and long-term.

In all businesses, direct industry experience is typically sought in leaders. But when an industry is undergoing change, traditional
industry experience can be less relevant. To understand the executives who are leading the outsourced business services
industry today, we reviewed the backgrounds of chief executives from a sample of 50 companies, both publicly traded and
privately held, across segments that include accounts receivable management (ARM), revenue cycle management (RCM), and
customer relationship management (CRM). Of the selection, only 12% of the sitting chief executives joined their respective
companies from outside of the sector, whether they were hired into the role or promoted subsequent to joining the company.
On the surface, this indicates a reluctance to consider outsiders. However, it is also emblematic of challenges associated with
attracting executives into the sector.

Forward-thinking companies within outsourced business services are well-positioned to attract leaders from different
backgrounds because of tailwinds that will sustain growth. By 2022, the Business Process Outsourcing Services market in the
United States is projected to reach $148.3 billion, according to IBIS World, growing at an annualized rate of 2.7%, compared

to 2% for the overall US economy during this period. As companies seek to realize expense reductions through outsourcing
non-core functions, and demand for technology-driven solutions that exceed in-house capabilities continues to increase, the
opportunity for BPOs to innovate is substantial. However, a BPO’s ability to successfully transform its offerings will hinge on its
leadership.

While we are still in the early stages of the technological transformation of outsourced business services, companies that adapt
early will be best positioned for long-term success. Having the right executives in place who can lead through an industry
transformation and deliver innovation is the best way to position towards a competitive advantage.

Bill Borkovitz is a principal at JM Search, where he recruits C-Level executives
across a range of industries, including financial services, BPO, business services,
and technology. He possesses over 20 years of operating experience combined
with a decade of C-level executive recruiting.

JM Searchis aleading retained executive search firm that recruits transformational
leaders for private equity and venture capital portfolio companies, Fortune 1000s,

and other growth-oriented businesses.




CAS IS PROUD TO HAVE SERVED AS AN
ADVISOR ON THESE SELECT TRANSACTIONS

Affinity Global &

WAS ACQUIRED BY

Berlin-Wheeler, Inc.
A Receivables Management Company

WAS ACQUIRED BY

WAKEFIELD >,

& ASSOCIATES

‘The undersigned initiated the transaction and served as
MBA advisor to Berlin-Wheeler, Inc.

©cCAs

Securte conducted through SEPintCaptal Mmber FINRAVSIPC Tampa, F)

LEADING EDGE

RECOVERY SOLUTIONS
'WAS ACQUIRED BY

Affinity Global &

Connecting People with Solutions

The undersigned initiated the transaction and served as
1&A advisor to Leading Edge.

v VITAL:

'WAS ACQUIRED BY

‘The undersigned initiated the transaction and served as
M&A advisor to Vital Solutions.
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RevSolve

WAS ACQUIRED EY

FIOESSKINAL RICOVIIE S

'WAS ACQUIRED BY

CREDITCONTROL

‘The undersigned initiated the transaction and served as
M&A advisor to PRS.
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]
rabius

The undersigned initiated the transaction and served as
M&A advisor to Penncro.
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WhS ACOUIRED B

0 ASSURANT Specialty

Property”

WAS ACQUIRED BY

[}

Global IT Sales

The undersigned initiated the transaction and served as
M8A advisor to SRA Associates, Inc.
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@) KADENT

WAS ACQUIRED BY

iated the transaction and served as
r to Kadent Corporation.
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Credit Bureau of
Traverse City, Inc.

WAS ACQUIRED BY

4K} MERCHANTS ASSOCIATION
COLLECTION DIVISION, INC

‘The undersigned initiated the transaction and served as
M&A advisor to Credit Bureau of Traverse City.

(Securtes conductd through . FINRA/SIPC,Tampa. F)

The Lndzrsined

JOHNSON
MORGAN

NEVER 6ETTLE FOR LESS

HAS MERGED INTO

§‘ altus

GLOBAL TRADE SOLUTIONS

‘The undersigned initiated the transaction and served as
advisor to Johnson, Morgan & White

©CA

Securties conducted through Sloin Captal Member FINRASIPC, Tamps,FL)

( Integrity

Solution Services, Inc

WAS ACQUIRED BY

Oakville Consolidated Limited

‘The undersigned initiated the transaction and served as
M&A advisor to ISS.
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'WAS ACQUIRED BY
a¥a
SPRING CAPITAL
NewSerng iy

CAPITAL E -“.!!.q

‘The undersigned initiated the transaction and served as
M&A advisor to Altus Global Trade Solutions.
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WE GET DEALS DONE.

We encourage you to contact CAS to confidentially
discuss your growth and exit interests. Contact Elaine Rowley at
erowley@corpadvisorysolutions.com to submit an article or advertisement.

Michael Lamm, Managing Partner,

ACA Affiliate Member Committee member
215-717-8719
mlamm@corpadvisorysolutions.com

Mark Russell*, Managing Partner
240-235-6009
mrussell@corpadvisorysolutions.com

Elaine Rowley, Business Manager
240-235-6008
erowley@corpadvisorysolutions.com

Nick Ciabattone, Associate
215-278-9900
nciabattone@corpadvisorysolutions.com

Mickey Kaiser, Analyst
215-437-0218
mkaiser@corpadvisorysolutions.com

*Certain members of Corporate Advisory Solutions, LLC are Registered Representatives of StillPoint
Capital, LLC, and securities transactions are conducted through, StillPoint Capital LLC; Member
FINRA/SIPC. StillPoint Capital is not affiliated with Corporate Advisory Solutions, LLC.

The content available on or through this e-letter is in no way intended to and shall not be construed to
constitute professional legal, tax or financial advice. Corporate Advisory Solutions disclaims
any liability or loss in connection with the content contained in this e-letter.

CORPORATE ADVISORY SOLUTIONS www.corpadvisorysolutions.com

2001 Market Street 2 Wisconsin Circle
Suite 2500 Suite 700 MEDIA
Philadelphia, PA 19103  Chevy Chase, MD 20815 INQUIRIES
215-717-8719 240-235-6009 Corporate Advisory Solutions
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