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Announcer: Ladies and gentlemen, please welcome Karen Greene, Managing 

Director, Investor Relations and Marketing Communications for 

Actua. 

 

Ms. Green: Good afternoon.  It's very exciting for us to be here today for the 

inaugural Actua investor conference.  As you might imagine, it's 

been a very busy several months for us, and we are just so excited 

to be here today to share with you the view we have from where 

we sit at Actua and the opportunity that's ahead of us.  And we 

hope that you leave here today as enthusiastic as we are about what 

we know we can build here and the great results we have to date.   

 

 Before we can get started, we have a lot to cover, so the agenda, 

we'll start with Walter Buckley, who is going to give an overview 

of our strategy, followed by Doug Alexander, who will provide a 

deeper look into FolioDynamix, a company that we've had a lot of 

opportunity to talk to some of you about, but maybe not all.  And 

last, but not least, our panel of distinguished business leaders will 

talk about how we are transforming vertical markets and what they 

are seeing from the customer experience. 

 

 We hope that we can ask you all to please save your questions for 

Buck and Doug until we've gotten through all the presentations 

because there is just a lot of information here today.  We have 

allowed enough time to cover all that, so please, if you can, hold 

your questions to the end.  If you do have questions when we get to 

the Q&A, just raise your hand and someone will come over with a 

mic.  And finally, we must be out of here no later than 2:30, so I 

would ask all of you to please just follow up with me if you have 

additional information that you're looking for, and I promise I will 

get back to you, and we can sit on the phone and cover it.  But we 

need to be out of here by no later than 2:30. 

 

 As always, before we begin, I'm going to briefly review our Safe 

Harbor Language.  The statements contained in the presentations 

you will hear today that are not historical facts are forward-

looking statements that involve certain risks and uncertainties 

including, but not limited to risks associated with the effective 

economic conditions generally, capital spending by our customers, 



our ability to retain existing customer relationships and secure 

new ones, our ability to compete successfully against alternative 

solutions, our ability to timely and affectively respond to 

technological developments, our ability to retain key personnel, 

our ability to have continued access to capital and to deploy 

capital effectively and on acceptable terms, our ability to maximize 

value in connection with divestitures, and other risks and 

uncertainties detailed in Actua's filings with the Securities and 

Exchange Commission.  These and other factors may cause actual 

results to differ materially from those projected.   

 

With that, I'm going to turn this presentation over to Walter 

Buckley, Actua's CEO. 

 

Mr. Buckley: Thanks, Karen.  Welcome, and thank you for all coming this 

afternoon.  I think we do have an exciting agenda and a lot to 

cover.  I thought I'd kick things off this afternoon talking a little bit 

about the cloud market from our perspective and then our strategy 

going forward.   

 

 Just stepping back for a second and thinking about the cloud 

market from our perspective, we've talked about the first wave 

really being the horizontal wave where you're automating 

applications in areas inside the four walls of the enterprise.  

Obviously many large companies emerged, sort of capitalized on 

this opportunity, companies like Salesforce who really created it, 

Concur, SuccessFactors, Netsuite to name a few.  And we think 

that will continue going forward for many years.   

 

 But the vertical cloud market really has, I would say, come to its 

fruition over the last 24 months, and it's an area that we spent a lot 

of time looking at, participating in, and believe the opportunity is 

as large, if not larger, than horizontal wave.  It's different in a 

number of areas.  One, you're providing deep domain expertise to 

help automate and streamline the marketplace.  It's more capital 

efficient from our perspective.  And often when you're developing 

and delivering these deep solutions, you're providing unique 

content data or maybe a network effect as well, and so moats get 

created, and these business models, we think, are very attractive as 

well.   

 

 There's usually less competition, and you're automating areas not 

only inside the enterprise, but more importantly outside: supply 

chains, customer chains, distribution chains.  And so these 

applications are by and large stickier, from our perspective, with a 

higher customer retention rate.  We'll talk about that later.   



 

 From an Actua strategy standpoint, our strategy very simply is 

building leading brands in vertical markets that transform how 

business gets done.  Building leading brands in vertical markets 

that help transform how business gets done in those markets, 

whether it's an insurance market, government, in the environmental 

health and safety, and now in the financial services.  The benefits 

from driving this transformation are several.  First and foremost, 

driving significant value to our customers, and then to our 

shareholders through significantly increasing revenue and earnings 

growth over time.   

 

 Stepping back now and talking about the market from a 

characteristic standpoint in terms of what we like and don't like, 

our focus is around identifying businesses and brands in large 

markets, billion dollar plus, fragmentation with the more 

fragmentation the better where a cloud can really have a greater 

impact.  We always look for a severe pain point in that market and 

making sure that the industry or that vertical marketplace 

understands the pain point and is ready to deal with it.  We look for 

markets that have seen limited automation, especially from a cloud 

perspective.  And when you're automating areas outside the 

firewall, that's often the case.   

 

We look for low market penetration.  Less than 10%, I think, is the 

norm.  And growing complexity in the overall market, which, as 

complexity increases, the ability to do things the old way really 

lessens, and the need to look for new solutions increases.  

 

 From a business model standpoint, we think these are very, very 

attractive business models for a number of reasons.  As I 

mentioned earlier, they're capital efficient, much more capital 

efficient than the horizontal opportunities.  You know your market.  

BOLT understands that 1,000 insurance carriers in their market 

and their top 200.  They can identify and go after them.  MSDS 

understands the 500,000 prospects in North America, so you can 

be much more targeted and focused in your branding, your 

positioning, and your lead generation activities. 

 

 We talked about the competitive moats.  Obviously strong ROI to 

your customer, and you're deeply integrated as a result of 

providing the solution to your customers.  The net result is high 

retention rate, north of 95% on a dollar basis and, in some cases, 

north of 100%.  And, as we talked about before, they're very 

attractive from a financial perspective.  

 



 These business models should have recurring revenue rates of over 

85%.  As you can see, we're 87% year-to-date.  Retention rates are 

north of 95%.  Gross margins north of 70%, by and large.  Two 

years ago, Actua, we were in the mid 60%.  But as our business 

models have matured, you can now see we're 73%, and we're 

spending a fair amount of money today on sales and marketing.  

We think that's the right area to invest.   

 

We've used a number of measurements to make sure that we're 

getting a return from that investment, and the CAC ratio being 

probably the most prominent.  And as long as that CAC ratio 

remains below two, you'll see us continue to spend aggressively in 

sales and marketing.  But, over time, this percentage rate will come 

down significantly, and most of those dollars will flow to the 

bottom line from both an earnings and cash flow perspective.  

R&D, I think we're pretty much in line with the market. 

 

In terms of the actual engine, I think it's really marrying the deep 

domain expertise and experience and talent of our businesses and 

brands with the know-how and knowledge of the entire Actua team 

in terms of really accelerating that.  We look at it a number of 

ways: first and foremost around strategy; second, it's around talent 

management and acquisition development and retention.  In 

addition, you have continuous innovation.  We're driving, together, 

platform expansion from a technology perspective day in and day 

out, so providing additional functionalities and features and, in 

some cases, really accelerating those brands in terms of where they 

were and where they're going. 

 

Customer adoption as well - I think if you think about where were 

three years ago and where we are today, the amount of money 

we're investing in driving branding, increased branding, increase 

lead generation capabilities, and sales specifically, it's significant.  

Case in point, when we acquired MSDS two and a half years ago, 

they had roughly 50 inside sales professionals.  Today they have 

over 130.  We think that's the right place to put our money today.  

The returns, I think, speak for themselves. 

 

Finally, market expansion, and we look at that in a number of 

ways, but I think the easiest way to think about it is really taking 

these platforms and brands and expanding them into adjacent 

markets through tuck-in acquisitions.  MSDS recently did an 

acquisition of KMI Solutions, which really brought MSDS and the 

MDSD platform into the incident management and reporting area, 

a very good-sized market, so it expands the total addressable 

market for MSDS.  There are cross-sell opportunities and a lot of 



leverage.  Then GovDelivery bought GovLoop.  BOLT bought 

Superior Access, and I think it's a great way to expand the overall 

footprint of the business and brand and increase market share. 

 

Finally, financial stability - I think we bring together and help 

brands deal with customers who are questioning: Am I really going 

to sign a seven figure, five-year deal, and you'll be here five years 

from now?  Well, that question gets answered very quickly.  And 

so when you put it all together, we have the ability to de-risk and 

accelerate the growth of the businesses and brands.   

 

I think the proof is in the pudding.  When we went back and 

looked at the businesses in general, the three today, they were 

growing at less than 25% in aggregate when we bought them.  

Today they're growing, from an organic standpoint, north of 30% 

over the last three years, and a total growth rate of over 36%.  And 

so I think the dollars are over a larger base, so it sort of goes 

against the law of large numbers, and so I think the return on 

investment has been exceptionally good. 

 

You'll hear more from Scott, Eric, and Glenn about their respective 

businesses, but we have three today, and we'll be adding 

FolioDynamix shortly.  All great businesses with real defensible 

moats and businesses that really are early in their adoption.  I 

would say less than 10% penetrated, so there's a lot of room in 

front of all of us.  If you think about it, as we think about what's 

happened to the businesses over the last two or three years, they've 

seen significant brand expansion in terms of people understanding 

who GovDelivery is in their market today versus three years ago, 

who BOLT is today in the property and casualty marketplace than 

they were three years ago, and MSDS.   

 

Everybody knows what MSDS is, but from a brand perspective I 

think it's night and day.  As I mentioned lead gen capabilities, the 

association levels increased significantly over those three years, 

and obviously on the on the sales and marketing and investment 

standpoint as well.  I think it only gets better going forward.  That's 

why I think we're so excited about where we are today, but equally 

excited about where we're going tomorrow. 

 

I'll touch on FolioDynamix on a couple slides, and then obviously 

Doug is going to spend a few minutes talking about it in greater 

detail.  But at a high level, from a strategic standpoint, Folio fits 

exactly into the same model, same market opportunity that we like.  

It's a large market, multi-billion dollars, increasing fragmentation 

as people spin out of the warehouses and new entrepreneurs enter 



the marketplace, and severe pain point, primarily around the high 

fixed costs of managing these types of businesses.   

 

There's increased complexity each and every day, both from a 

market perspective and, unfortunately, from a government 

perspective.  And there's very limited cloud penetration.  We'll talk 

about that in greater detail, so obviously strong RIO to their 

customers, and the retention rate on a dollars basis is over 100%, 

so I think that speaks to the solution that's being delivered.  And 

we do think this asset has a significant and competitive moat that 

Doug will talk about in his presentation. 

 

Just from a financial perspective quickly, it really adds a fourth 

brand that's similar in size to the other three, and similar in many 

characteristics.  A little north of 30 from a revenue run rate 

perspective, growing at 40%, net income positive and cash flow 

positive, very good management team, and I think the most 

important part of this slide is really the ability from a market 

expansion perspective.  There are numerous tuck-in opportunities 

here.  The ability to scale sales and marketing is significant.  They 

have three sales executives today and a very small marketing 

department, and obviously expanding the technology platform over 

time to address current markets, but, more importantly, new market 

opportunities.   

 

When we think about Folio from a strategic standpoint, it fits in 

exactly with our overall strategy and lines up extremely well with 

the three platforms and businesses that we own today.  But unlike 

the other businesses when we bought them, Folio has scale today, 

and that scale is important because it allows us to accelerate our 

initiatives and activities with Folio in a faster and, I think, more 

effective way than we would in a smaller company.  And so we 

can be and have a greater impact in a faster timeframe than we 

would normally, and so I think it's a huge benefit from that 

perspective.   

 

Finally, just from a revenue, overall revenue in 2015 perspective, 

I'm not here to give guidance, and these numbers do not include 

Folio, but if you think about 2015, obviously we're excited about 

the three platforms today and their growth rates in '15.  But Folio 

adds a significant amount of revenues to our '15 numbers.  Folio 

will actually increase our overall growth rate from an organic 

standpoint in '15.  It'll be accretive from both a net income and 

cash flow perspective.  And we think that the future is extremely 

bright beyond, and so as we think about 2015, I think we're 



extremely excited about where we're going and the opportunity in 

front of us.  

 

To finalize my part of the presentation, this is a slide illustrating 

our stock buybacks over the last six years.  We've bought back 

roughly 5 million shares for $41 million at an average price of $8.  

We have been in the market almost every year but one, and we've 

been opportunistic buying stock back when we think it's a great use 

of cash for our shareholders.  We bought it back at $4.75.  We 

bought it back at $10, at $9, $13 last year, and we think there's a 

big disconnect today between our intrinsic value and where the 

shares are trading, so we think it's a great use of capital.   

 

On Monday, we launched a 10b5-1 stock buyback plan.  We're 

entering the quiet period, so it's an automated plan that goes into 

effect and really not managed by us.  It's limited by volume 

constraints, but we think it's the right thing to do from a number of 

perspectives, and it's a great use of capital, and we'll get a great 

return over time on this capital.  So we're not announcing the size, 

historically the size or any price parameters, but we'll certainly 

report on it as appropriate.   

 

With that, I'd like to turn it over to Doug Alexander, President, to 

talk about FolioDynamix. 

 

Mr. Alexander: Thanks, Buck.   

 

[End Audio Track 1] 

[Start Audio Track 2] 

 

Mr. Alexander Folio's business, we first met in 2010.  We met Joe and his team 

then.  The company was much smaller.  They were out raising a 

venture round, so we've known them for four years and have 

tracked them in terms of their execution against what they told us 

they'd be doing in 2010.  And we were quite pleased to see them 

come on the market in the spring, and we reengaged with the team, 

reengaged with the process, spent the last five months diligencing 

them, the market, evaluating the opportunity. 

 

 We were thrilled when we were able to acquire the business and 

make it part of the actual platform.  Now we signed it last week.  

We expect to close 45 to 60 days from signing.  There'll be a lot 

more we can tell you after we close this.  We plan on having Joe 

and us on a webcast where we can give you a lot more detail about 

the business in terms of where we see it heading.  But what we 

want to do today is give you an overview of how we saw the 



market, how we see this particular business and why we're so 

excited about it in terms of what we think we can do with this now 

that we have Joe and his team and this asset as part of the actual 

platform.   

 

 I can tell you, through this process, we were where management 

wanted to end up.  It was perfect for us because you had traditional 

venture capital that had gone through its sort of lifecycle with the 

company, was looking for an exit.  They were looking to get a 

good return on their investment, but management felt that their 

best days were ahead of them.  They really wanted to keep going, 

so it's a perfect situation for us because, when you look at the 

various buyers for that type of asset when management doesn't 

want to sell out, we compete very favorably.  And a lot of the 

things Buck said in terms of our advantage as a platform for them 

really rung true.  Management pounded the table for us as the 

acquirer, and I think that helped us sort of consummate this deal, 

what we thought for the asset was a very good price. 

 

 Management is excited because, now being part of a public 

platform for the simple -- these are big decisions by their 

customers, particularly the large enterprises they deal with.  These 

are brain transplants.  They use this to run the operations of their 

business.  Knowing that this asset, where it ended up as part of a 

public platform that's financially secure, that's not a competitor, 

Joe and his team believe that's going to help them tremendously in 

the market against other players that they see. 

 

 When you look at the business, essentially what they have is a 

complete soup to nuts wealth management platform, everything 

from proposal generation to model management, which is your 

asset allocation, rebalancing, tax optimization, reporting, 

performance, fee management, et cetera.  They are a soup to nuts 

solution for wealth management.  And it really addresses the full 

lifecycle of wealth management.   

 

 Now when you step back a second and look at the market, separate 

from FolioDynamix, it's a market that really has been shifting over 

the last 20 years.  Wealth management has been moving, at a 

macro level, from commission based to fee based.  That's been a 

trend that's been occurring for about 20 years.  Over the last 10 to 

15 years, that fee base, these fee-based products have gotten far 

more complex.  The way advisors treat their clients, you have rep 

as advisor, rep as portfolio manager, rep as financial planner.  You 

have increasing complexity in account structure.  I have accounts 

in my name.  There are accounts in my wife's name.  I have joint 



custody accounts.  I have trust accounts, tax deferred accounts, 

taxable accounts.  The structure has gotten more complex, and the 

products within these accounts have gotten more complex.   

 

 Now everybody in the market has had to create technology to play.  

Everybody has got something that handles this stuff.  That's how 

they're in the market.  You get your account statements every 

month.  They're accurate.  You get your tax statements at the end 

of the year; they're accurate.  

 

 However, what's happened is all these solutions have been built on 

fairly old technology architectures.  I always say to Folio the 

biggest advantage you have is your first line of code was written in 

2007 when everyone else's code was written in 1982, right?  So 

these solutions were built on old architectures.  They were built 

product centric, so you create a product.  You create a separate 

account.  You have to create technology to handle that separate 

account. 

 

 When you look from the wealth manager's side, it's very hard to 

get that customer centric view of what's going on.  They call it the 

UMH, the unified managed household, where I look at a household 

and manage them from that perspective.  People have been talking 

about it.  The growth in these accounts hasn't been nearly as high 

as some of the experts have said.  The reason?  Technology can't 

handle it.  It's a bunch of silos.  To pull this stuff together is 

extremely difficult. 

 

 At the same time, the competition is fierce.  Large firms are trying 

to hang onto their advisors who are leaving.  Advisors are fighting 

for clients who have wealth.  They're trying to differentiate 

themselves in the market, particularly against the higher net worth, 

more complex account structures where a lot of the wealth sits.  

The competition is fierce among the customers that use companies 

like FolioDynamix. 

 

 At the same time, these technology structures they build up are 

high fix cost.  They're slow to innovate because you're building on 

an old infrastructure, so you have to keep up.  It's hard.  Plus your 

cost structure is high.  What happened when the crash hit is 

everybody was fat and happy because the fees were there.  Well, 

when the fees went down but the cost structure was still there, it 

put a lot of these firms at risk.   

 

What has accelerated, and this was a bet Joe and his team made, 

that what it accelerated was the fact that these firms needed to 



externalize their platform cost to variablized.  Instead of having a 

high internal fixed cost structure, they could variablize it by using 

third party platforms, so they pay based on a volume basis, either 

by accounts or the assets they manage.  At the same time, if they 

chose the right platform, they could speed the innovation cycle and 

differentiate themselves in the marketplace.   

 

Well, either by luck or by design, they wrote their first line of code 

in 2007, so they didn't have any infrastructure, didn't have any 

legacy costs.  They didn't have any legacy clients.  They didn't 

have to transition somebody to a new system.  They just started 

writing code.  This whole team came from the industry.  They 

knew these problems from the inside out.   

 

We met them in 2010, and these big firms don't move on a dime.  

2010, even despite what happened in '08, it was still early.  It was a 

young company.  They were raising some venture capital.  We 

watched them.  Then we watched them execute for four years with 

a tiny sales force.  They never had a marketing person internally, 

yet they were able to generate the financial results, which Buck 

sort of touched on.   

 

We were pretty excited to see this in the spring.  Their version, 

from a front office view, is a client centric, client holistically 

optimized approach.  Single view of the customer, there's one 

product that's called The Client Portfolio.  One set of documents, 

one signature across all the accounts.  If you're in this business and 

ever tried to take a high net worth client in and try to get him to 

open accounts, it makes your tax return look simple.   

 

Fees are consolidated and transparent, compliance integrated.  The 

other piece of this is compliance costs are going up, and they're 

going to keep going up.  We love government regulation, as you 

know.  This helps simplify some of that.  The idea of knowing 

your customer, knowing their household, knowing all this, it's only 

going to get more dramatic. 

 

From a back office: open, flexible, expansive.  Open, this is a 

complete platform, single code base, open architecture.  If you 

want to use our proposal management system, great.  If you have a 

third party, knock yourself out.  You want to use our performance 

reporting, great.  You want to use Allconnect, we'll integrate in, 

which allows us to have a very much land and expand strategy.  

Use one of the modules.  Get us in.  Have us as the core.  Put in 

what you want, what you don't want. 

 



There's an overall trend in the industry to have one throat to choke.  

They want one vendor to simplify this, but that's not going to 

happen overnight.  A core part of their strategy, that open and that 

flexibility, and it's expandable.   

 

This is a cloud based, single code base.  A customer says I want a 

feature, I build it for him, turn it on, they have it, it's available as 

part of the platform.  It's the beauty of the cloud.  It's why these 

architectures are winning in market after market.  This is just 

another market where that's happening. 

 

I touched on some of this: single code, secure, cloud based, 

integrated, end-to-end platform.  The other thing these guys did, 

which was smart, is they built this to scale large, enterprise 

solutions.  One client runs over a million accounts on their system.   

 

Now the core of their system, when you hear about them in the 

marketplace, is their model management, rebalancing, tax 

optimization, trade execution system.  That's the hardest, most 

complex part of the problem they're trying to solve.  So you could 

walk into Fidelity, open an account.  They'll give you an asset 

allocation, and they'll rebalance it for you until your heart is 

content.  Single account, ETFs, simple.  You can go to 

Wealthfront, Betterment, all these guys. 

 

You come in with a complex household and try to do that in an 

optimized way, it's extremely complex.  You try to do that for a 

million accounts for one client, it's extraordinarily complex.  These 

guys built a system from the ground up and it's the only one out 

there that can do this. 

 

Once this is embedded in and your advisors get used to using it, 

and your clients understand it, it's very hard to take out.  That's 

really the secret sauce.  They then built around that.  They built the 

other modules to complement that.   

 

As a result of this being a single code base, it's a very fast 

innovation cycle because of the fact of its single code base and it's 

cloud.  Also, their implementation times are the fastest in the 

market.  You'll read stories out there where somebody makes a 

decision and it's two years and they're still implementing.  Their 

average implementation time is six months, and it's dropping.   

 

In addition, we have an asset advisory piece on it.  We have 400 

managers plugged into the system.  If you need a complete 

solution, including the manager component, we can offer that as 



part of the platform.  But let me stress this is a technology 

company that has an asset management capability, not an asset 

management company that either bought or built a bunch of 

technology pieces, so they offer technology.  It starts with 

technology first.  Sixty percent of the recurring revenue is 

technology based. 

 

But the beauty of having this other piece on it, one, it's a natural 

extension of what they do.  If they didn't have this, we'd be buying 

one for them as a tuck-in because there are certain clients, even if 

they don't use it for all the assets, a portion of the assets, they want 

that advisory piece, the managers, and they handle this both from 

the manager managing the money or as an overlay manager, all 

built within their modeling, rebalancing, tax optimization system.  

It's embedded, integrated in, so it works across the household, 

which is unique. 

 

They have deep experience working with the largest and most 

complex company.  I'll show you their client list.  They also have 

deep experience in the fast growing banking sector.   

 

When you look at the market overall, there are two sectors that 

keep coming up that are representing fast growth within the 

market.  It's banking, and it's the IRA market.  Where Folio is 

strong is in the banking sector.  We play in the IRA market.  I 

wouldn't say that's the sector where we're strongest.  Banking and 

large enterprise and large RAA enterprises, which you'll see some 

of them are clients.  But that's where the secret sauce works 

extremely well. 

 

The firm overview, they've won a lot of awards.  They've worked 

with brokerage firms, bank trusts, large IRAs, really any fee-based 

management providers across the spectrum.  Their net revenue run 

rate is over $30 million.  As I've said too, we also published the 

gross revenue.  They're running at about $50 million, slightly 

under $50 million run rate.  The reason we published that is, in 

their industry when you have other players that are similar to them, 

they use a gross revenue basis.  We're cloud software guys.  We 

use net because that's really revenue that represents what we do, so 

we wanted to provide both numbers. 

 

Then platform statistics, we're running almost $700 billion of 

assets through the platform leveraging the module in some way, 

primarily through the rebalancing module, and about 200 clients.  

That they've sold with -- I'd say, with a company focused 



historically is on technology, their sales force is remarkably small 

and they've never had a marketing person in there.   

 

One of the interesting things we found was when we looked at the 

market, a lot of people in the market didn't know who they were.  

Their brand recognition was surprisingly low compared to the 

impact they're having, which we saw as a plus because that's 

something we are very good at.  And the other thing is the people 

that knew them was unanimous these are the technology leaders, 

the "up and comers" is something we heard over and over again.  

Then when we talked to their customers, that was reinforced in 

terms of their service, their speed, wanting to do more and more 

with Folio.   

 

This is some of their client base: broker/dealers, regionals, RAAs, 

bank trusts, and then the … advantage, so you can see LPL uses 

them, Lincoln Financial, Raymond James just launched the 

portfolio product with Folio.  And this is a snapshot of the screen, 

classic SAS application.  The functions are across the top in tabs.  

If you want to add a new module, turn on the tab to make it 

available, so it really gets you in front of the customer - one 

platform, no silos. 

 

Where we see opportunities here is to build out the sales and 

marketing and continue to invest in technology.  We see some 

natural things to add and enhance in the platform.  We think there 

are tuck-in opportunities.  There are a lot of small niche players 

that would be natural extensions of what we do.  Then leverage our 

public balance sheet just to help them close deals with some of 

these big players because now everyone knows where they are.  

They're not going to be sold to a competitor.  They're financially 

secure.  They've got our reporting requirements.  It's stable, which 

in the financial services industry in particular today is more and 

more critical just because of the scrutiny that industry is under. 

 

The other thing I'll say here is that when you look at the recurring 

revenue, just their same store growth, their client year-over-year 

growth has been pretty dramatic.  A large part of their growth is 

coming from that, as well as new clients.  It comes from a number 

of things.  Frankly, if you look at anybody in the industry, they 

tend to grow.  They grow because you add advisors, advisors add 

accounts, and accounts add assets.  Those are the drivers of 

revenue.   

 

Even the firms that are losing advisors are growing because of 

some of those growth drivers.  So when you look at our same 



accounts, we have the additional growth driver of they just use 

more features.  They add advisors, they add accounts, and they add 

assets if they're using our asset management product, or we're paid 

on a basis point basis.   

 

There's a lot of inherent growth.  When we talked to their largest 

customers, all of them had more things they wanted to do with the 

firm.  There's a clear roadmap.  The business has been growing 

very well.  And we have good visibility into '15 and '16 just based 

on where we are.   

 

As we spent our five months focused on this, we grew more and 

more encouraged about the opportunity.  The thing we wanted to 

focus on is the competitive framework.  If you look at some of our 

other businesses, they're in very distinct markets.  There aren't any 

other players.  When you first look at this market, you say, boy, 

there are a lot of players sort of providing this.  Well there are 

because people need a technology, but these guys are unique in 

how they attack the market.  Also, in certain subsectors of that 

huge market, we think we can build leadership positions and fairly 

strong competitive moats underneath a high margin, strong, 

recurring revenue base.   

 

With that, I think we'll open up for questions after the panel, and 

we really look forward to, once we close this thing, where we can 

do a WebEx and really, really dig into this and help you 

understand it.  Great.  With that, I'll invite our esteemed CEOs to 

the front.   

 

Thank you, gentlemen.  I think what we'll do is -- what we're going 

to talk here, we thought it would be a great opportunity.  We talk a 

lot from a thought leadership perspective about the opportunity 

within these vertical markets.  We have three great case studies 

here that are living that every day to sort of prove the thesis.  

Frankly, we track a couple thousand companies.  There are a 

thousand stories like this out there, so part of it is to understand we 

do think this is a way that you're going to see a lot of great 

businesses building built focused on these vertical markets.  We're 

thrilled to own four of them, and so a lot of the questions are going 

to be around some of these themes and how our businesses address 

those things. 

 

What I'd like to do to start is let our CEOs give a two-minute 

introduction of who they are and their businesses.  We'll start with 

Eric at BOLT.   

 



Mr. Gewirtzman: Sure.  Thank you.  Thanks for having us here.  I'm Eric 

Gewirtzman.  I'm CEO of BOLT.  I'm also one of the founders.  

What we do at BOLT is basically disrupt the way insurance is 

distributed here in the U.S. today, and we do that by enabling 

existing parties that distribute insurance today to always say yes to 

their clients.  It sounds trivial, but in the insurance space today a 

lot of times a customer will walk through your door after spending 

a lot of money on marketing, and you may not have the specific 

product from an underwriting perspective.   

 

We allow them to create a continuum of both the underwriting fees 

that they get for their products that they underwrite, but also a fee-

based income through products that other entities could provide to 

their client base.  We do that through software, cloud-based 

software, obviously, and very similar to what you describe with 

photodynamics, we have on the one side the platform itself, the 

software component, but when there's a requirement to actually get 

access to product and markets, we can provide that to our partners 

as well.  That's us in a nutshell. 

 

Mr. Alexander: Thanks, Eric.   

 

Mr. Gewirtzman: Thanks. 

 

Mr. Alexander: Scott from GovDelivery. 

 

Mr. Burns: Sure.  GovDelivery is -- I should start with I too am one of the 

cofounders, and we've been at it for a while.  We were sort of 

founded at the end of the dot-com era. 

 

Mr. Alexander: I'm sorry, Scott.  For those on the webcast, this is Scott Burns, 

CEO of GovDelivery. 

 

Mr. Burns: Got it.  I too am one of the cofounders of the business, and we 

were founded in 2000 at the sort of end of the dot-com era, the first 

wave of people looking at innovating in the public sector.  It was a 

pretty unsuccessful wave for many companies, and we worked 

through that. 

 

 Since we were founded, we've been addressing this age-old 

problem.  It's not really a technology problem in the public sector.  

It's an age-old problem, which is that public sector is 

extraordinarily complex, whether you're talking about a small city 

or a massive national agency, and the stakeholders it serves.  The 

stakeholders are the funders.  They're regulated by the government.  

They're customers of the government.  And we all know just by 



walking down the street, you are automatically a customer of a 

whole bunch of different jurisdictions of government.  Sometimes 

you want to be; sometimes you don't.  And so that relationship is 

complex, and it's hard for government to communicate with its 

stakeholders and it always has been.   

 

 Technology has offered new opportunities to basically do that right 

and to do it a lot better.  We take a very unique approach and a 

comprehensive approach to helping the government address this 

age-old problem.  It's got two components.  The first component is 

very technology oriented, so helping them manage who they're 

trying to reach and automate the process of reaching people well 

and reaching them at the right time with the right information.  

That's really what drove the first sort of wave of our growth before 

Actua acquired us in 2009. 

 

 But leading up to 2009, we added another component to the work 

we do, which is actually to help our clients not just send messages 

to the people they wanted to reach, but also build a much larger 

digital audience that they could connect with.  Basically, we allow 

now our clients, our 1,000+ clients to connect with each other, and 

we have what's sort of like almost an Amazon style marketplace.  

So somebody who is interested in content from one city has an 

opportunity to sign up for content from another city at the same 

time.  If you're interested in content from FEMA, you can sign up 

for content from CDC at the same time.   

 

What that's done is create a unique advantage for us and a unique 

value proposition for the end user, which is that, just by working 

with us, they're able to connect directly with exponentially more 

people than they ever could before.  So we have the tools on the 

one hand, the technology, then we also have this network effect.  

That comes together, allowing us to help our clients reach a lot 

more people and get those people to do what they want them to do, 

which is really what moves communications from being an 

overhead function in government to being a strategic function.   

 

Mr. Alexander: Great.  Thanks, Scott.  Our third CEO, Glenn Trout, from MSDS 

Online.   

 

Mr. Trout: I'll repeat that: Glenn Trout with MSDS Online, the CEO, and also 

cofounder of the business.  Our history is very similar to 

GovDelivery, founded right around the dot-com bubble burst.   

 

 What we do is we're environmental health and safety software 

company, so we help companies comply with OSHA, EPA, and 



other regulatory bodies.  The pain point for our customers is 

primarily most businesses in North America or, frankly, globally 

manage these processes on paper.  We help them get rid of that 

problem.   

 

 One of the primary regulations that we support is commonly 

known as the HazCom Regulation, and it's been in the top three 

most cited violations for the last ten years.  It's been number one 

about half the time, so very cumbersome regulatory compliance 

requirements in most environments.  We help our clients get 

through that with an increasing focus on sustainability and 

corporate responsibility transparency, which is increasingly 

important.   

 

 We recently acquired an outstanding company called KMI that 

broadens our offering to our clients.  A bit to the one throat to 

choke scenario that Doug spoke to earlier, it enables us to bring 

more power to our customers and more transparency to those 

organizations.  So we're very excited about that acquisition.  

 

Mr. Alexander: Glenn, let's stay on you for a second.  We talk a lot about how 

these things "transform markets," right?  And it's different for 

every market, same technology approach, but different sort of 

value proposition.  Maybe build on some of the stuff you touched 

on in terms of how the market is different with and without your 

technology in terms of how we change it, how people that do adopt 

it, our customers, how it changes how they operate. 

 

Mr. Trout: I'll circle back to the regulation I was mentioning before, the 

HazCom regulation.  We support multiple regulations with 

different products and modules to our clients, but this is a good 

example, and the same can be said for most modules.  To comply 

with this regulation, which is, effectively clients need to 

understand all of the hazardous chemicals that they have on the 

floor.  They need to have an MSDS or a safety data sheet for every 

chemical that they have on the floor.  Then they need to make that 

information readily available to their employees.   

 

 Roughly between 70% and 90% of the market is still managing 

that on paper.  What that means is they literally have paper binders 

of these documents, these safety label documents, if you want to 

think of them that way that their clients or their employees need 

ready access to.  Complying with that on paper is onerous.  There's 

the average company has about 2,500 of these documents that 

average 6 pages in length, so it's literally filing cabinets full of 

paper. 



 

 We have a database of over seven million MSDSs that we give our 

clients access to.  They're able to drag those MSDSs, the relevant 

MSDSs down to their binder and manage the chemicals, the safety 

information, print labels, do whatever they need to do to comply 

with the regulation online.  It also gives them a much more 

transparent view of where they stand against it.  As you can 

imagine, managing on paper, very tough to even understand where 

you sit when you literally have filing cabinets full of these 

documents. 

 

Mr. Alexander: Yes.  Scott, I'll ask you the same question.  Again, you touched on 

it a little bit in the description, but how does this transform how 

your customers attack these problems?  For your agencies, it's 

almost a different problem in each agency, right?  You're trying to 

get a message to a citizen to get them to do something, and the 

metric for that is, unlike the private sector where it's what's my 

return on spend, the public sector it's different.  You have as many 

different objectives as you do agencies.  How does this transform 

what they do, and how do you get them to understand that? 

 

Mr. Burns: The interesting thing when you think of everything that's happened 

with marketing automation, digital marketing over the last few 

years in the private sector, it's all driven by this sort of very simple 

concept of a funnel.  You want to get people into the top of the 

funnel, and then you want to drive them through the funnel, so they 

ultimately buy something.  Whether it's a book or an insurance 

policy or anything else, what's at the bottom of the funnel is pretty 

simply typically in that it's money.  There's always money at the 

bottom of the private sector marketing funnel. 

 

 As you said, Doug, in the public sector it's variable.  For health and 

human services or the county health department, the bottom of the 

funnel, at the bottom of the funnel might be more flu shots.  For 

BART in San Francisco or CTA in Chicago, any of our other 

transit clients, it might be getting somebody to take that free bus to 

the event or free train or sign up for the monthly transit pass.  

Sometimes it's a fishing license.  Sometimes, in Minnesota where 

we're from, the sort of most exciting thing that happens is the snow 

emergency, so you want to get people off the streets in Minnesota 

during a snow emergency.  The bottom of the funnel is 

complicated.   

 

 I think what we've done well is reorient our clients from thinking 

about communications.  They have this history of thinking of 

online services as something, this concept of putting city hall 



online.  We want to take what we've always done, put it online, 

and then magically people will start using it.  

 

 What we've done is reframed their thinking to this sort of funnel 

concept.  First, you have to define what you're really trying to 

accomplish and how communications can matter in a strategic 

way.  Then once you've established what's at the bottom of that 

funnel, and usually it's a lot of different things if you're in a city or 

maybe it's a more narrow set if you're in a defined state agency like 

Department of Natural Resources where they're really focused on 

fishing licenses and campsites.   

 

But once they've defined that, we contribute in two areas.  We help 

them think about expanding their audience and doing it in a way 

that's perpetual.  Instead of thinking of running that one time 

public awareness campaign -- go get a flu shot -- we want you to 

build your online audience as an asset, just like a marketer would 

for the long-haul.  Five years ago, it was H1N1 at CDC.  Now 

maybe it's communications about Ebola or something else.   

 

We've turned that top of the funnel into an ongoing asset for them 

and help them think about it that way and start tracking success 

that way.  That's taken a long time but, over the last few years, 

there's a lot of tailwind now around the top of the funnel.  Then 

building the services.  Once you know what's at the bottom of the 

funnel, making sure that they're doing everything they need to do 

and using our technology to drive people through.  Just like 

Expedia knows you're trying to buy a plane ticket and harasses you 

across the Internet until they can get you to make that purchase, 

we're helping our clients think about everything from a health 

insurance policy to a flu shot that way. 

 

Mr. Alexander: That's great.  Eric, similar vein, the thing that strikes me about our 

insurance business is there are no RFPs for what we do, right? 

 

Mr. Gewirtzman: There aren't. 

 

Mr. Alexander: You're transforming a market.  It's a very provocative selling 

approach.  It's not even needs based.  It's provocative, so if you 

could talk about how we transform your market and also some of 

the dynamics that we face as we go through this sort of provocative 

sales cycle. 

 

Mr. Gewirtzman: It is.  It's very intriguing because, on the one side, you have a huge 

industry, and everyone has this problem, so we're not creating the 

problem.  The problem has been there for a while.  Every one of 



our customers has solved the problem or lived with the problem in 

a unique way. 

 

 Part of our sales process is to figure out, well, how did they solve it 

and why is it a pain for them?  Then basically develop the message 

around, hey; we have a solution for that pain. 

 

Mr. Burns: It's not that different that GovDelivery in a way. 

 

Mr. Gewirtzman: Exactly, exactly, except in our case it is always money at the end.  

It was always money, so even with a couple of the logos out here 

it's pretty diverse.  If you're a direct writer that's spending hundreds 

of millions of dollars on advertising, people come to you.  You 

build the brand.  You build the trust.  But if you're an auto writer 

and all you offer as an insurer is auto insurance, and the customer 

calls in and they need a homeowner's policy, well, what are you 

going to do?  In some cases you'll just turn them away.  You'll 

refer them to someone.  Basically you lose not just that marketing 

dollar that you spent, but also that whole relationship with the 

customer.  You're actually potentially moving him into a 

competitor's lap. 

 

 What the BOLT platform allows them to do is basically say, hey, 

while I'm with you on the phone, yeah, we'll sell you your auto 

policy, but you live somewhere.  You have a home.  You either 

need renter's insurance or homeowner's insurance, and we can 

offer that too.  We're not the underwriters, but we still own that 

customer relationship.  That's critical.   

 

 You mentioned different customers, different pains.  Some of the 

companies have just decided to underwrite business that they don't 

really want.   

 

Mr. Burns: I think it's the term underwriting the agent with the customer. 

 

Mr. Gewirtzman: Right.  They underwrite the agent or they just go into a line of 

business.  An auto writer will go into commercial lines because the 

agents were complaining, hey, when a customer comes through my 

door, I want to be able to provide them everything that they need.  

They lose $0.15 on ever $1 knowingly just because they have to 

provide what they need to the client.  In that case we'll come in and 

say, hey, we'll change that $0.15 on every $1 of loss to a 

guaranteed profit, and your agents will have a much better product 

to sell because you're offering everything that the market has.   

 



 In other cases, if you're bringing the customer in and have to say 

no, well the fact that you can now always say yes, that's a huge 

value.  Maybe last, but not least, if you look at the state of Florida, 

the same platform, the same concept, but in a very different, sort of 

opposite view.  It's still always say yes, but it doesn't always mean 

that the state has to be the one saying yes.  In that case, the 

challenge that the state of Florida had was because Citizens was 

the insurer, or it still is, the insurer of last resort, commissions on a 

homeowner's policy sometimes is relatively low.  

 

It doesn't always make sense financially for an agent to be 

shopping across a lot of small insurance carriers that have capacity, 

but distribution may be an issue.  And so they would just go, by 

default, to Citizens.  In our case, by law now, you actually have to 

go through the clearinghouse that's operated by BOLT where, in 

essence, if you want to get a Citizens policy or quote, BOLT first 

will go out to market, see if they can find an adequate private 

policy solution for you, and then basically come about it.  

 

 Going back to your question, I think in our case you're right.  It's 

not about RFPs.  On occasion there are.  It's more about everyone 

has this problem.  Let's look how painful it is for this specific 

prospect of ours.  Why is it painful?  Then constructing the 

message around here's how we can help you, and let's work 

together in a partnership. 

 

Mr. Alexander: Great, great, and so the next set of questions, and I'll go back to 

you, Glenn, to start is: we're spending almost 50% of revenue on 

sales and marketing to drive growth, but these transformations we 

offer are so compelling, why do we need any salespeople?  Why 

don't they just call us and say -- in your case, Glenn, we have close 

to 10,000 customers now at a market of 500,000 in the U.S.  Talk 

about the buying process and why aren't customers just -- why 

there's an adoption curve, just not mass adoption with some of 

these things. 

 

Mr. Trout: Traditionally, it has absolutely been an evolution.  When we 

started doing this in 2000, zero customers.  The barriers at that 

time were people didn't give their employees access to the Internet 

on the plant floor or out on the facility floor.  Still a barrier in some 

environments, right, so these are barriers that we face today. 

 

 People don't know that there's a solution.  Increasingly, one of the 

demographic issues that we're dealing with in our industry is the 

average environmental health and safety professional is around 55 

to 60 years old, slower adopters of technology.  Many of these 



barriers are coming down over time.  We're catching that wave.  

For us, it's all about positioning, making sure that we're in the right 

place to reach out to these targets, and we use a lot of very creative 

marketing automation tools, sales techniques, disciplines and 

processes to reach out to people.  But it does involve selling, so we 

have 150 salespeople that are reaching out to these contacts and 

then letting them know that there is a solution that they can use, 

that they don't have to be on paper anymore, or if they want more 

transparency.   

 

It's fairly -- I'd say with large, global players, increasingly they are 

connected, but it's amazing, even with what you might describe as 

the Fortune 500, how they're using disparate systems.  They may 

be using one facility they're on paper, another facility they're using 

us, another facility they're using some sort of homegrown system.  

That's changing more slowly than I would have believed actually 

when we started this 15 years ago, but it is changing, and that's one 

of the reasons that the KMI acquisition is very important to us.   

 

 When they go through the process, it's real easy.  When someone 

gets an OSHA violation or an EPA violation and they get shaken 

up a little bit, and those deals are fairly easy to close.  It's the ones 

that are more natural are the ones where people finally recognize 

I'm either bordering on noncompliance with this or not really 

getting it done on paper any longer, or I want more transparency or 

I want to be able to prove to myself and my team that I'm actually 

compliant.  That's the sort of adoption that continues to accelerate.   

 

Mr. Alexander: Scott, I'll give you the same question. 

 

Mr. Burns: Well, if you go back to when we first started, I think the evolution 

of a lot of businesses like Glenn's, like ours, Eric's is that you're in 

there evangelizing.  To a certain degree, when you're going into the 

market talking about -- we were talking about trying to help people 

communicate proactively, and a lot of the client meetings in 2001, 

2002, they'd say we don't even have a website, so you might be a 

couple steps ahead of us.  A couple times we paid them to build the 

website and then sold them our solution, and that's not a great 

model.  I wouldn't recommend that one.   

 

 Over time, what we've seen is an increased understanding.  But the 

thing that you have going for you in the private sector when you're 

trying to deliver a marketing solution is you can let subjectivity 

melt away if the money is there.  If you're driving more revenue, 

you propose; at least these days in marketing, you propose an 

opportunity to test it for different techniques whether it's an 



advertising channel or a marketing technique.  If it works and it 

pays off, you can get a lot of sales acceleration around that.   

 

 What's been more true for us is a lot of times we're taking our 

clients through the 101 course, and our prospects through the 101 

course, on how to use communications as something more than a 

press release about the mayor's new initiative or a reaction to a 

negative story in the newspaper.  In reframing that, we really 

benefited since the Actua acquisition at the end of 2009 from 

thinking a couple years ahead and being a little more aggressive 

now in staffing up sales and marketing so that we have real 

industry experts on the team who are out taking advantage of the 

fact that we are a lot further along than we were in 2000.  The 

brand is better established.  The market is better established.  The 

expectations of the market are higher.  But we still need to come in 

and frame for them that they're missing a massive strategic 

opportunity if they continue to treat communications like it's 2000 

or 2005 or 1980.  Our team and the growing sales organization we 

have, our marketing organization has gotten better every year and 

larger every year.  And so our ability to sort of move and 

accelerate and push the market is better than it's ever been. 

 

 Then the second thing is, like the FolioDynamix story or either of 

my colleagues here, there's a lot we can do once we get them to 

take the first step to go a lot further.  Our sales organization, which 

is sort of made up of hunters, farmers, account managers, and 

outside reps like a typical organization is has gotten better at 

identifying not just the opportunity to promote the program, but the 

opportunity to take advantage of technology to really move the 

needle at a specific level.  Just like I used the Expedia example 

earlier, if somebody starts buying a fishing license, we can actually 

now come to the table with data on also promoting the campsite to 

that person or making sure they follow through with their renewal.  

It takes a sales professional or a client success person to help our 

client see that still.  There may be a time in the market where we 

can pull back and there's a little more inbound demand and 

sophistication, but for now we're not patient enough to let our 

clients come to all the conclusions on their own.  We like to help 

them along. 

 

Mr. Alexander: Maybe as a follow-on to that, state and local has been very strong 

for us, stronger it seems than it's ever been.  What's the dynamic in 

that market that you've been seeing as sort of the adoption curve 

starts inching up there? 

 



Mr. Burns: There are two things, and we're seeing the same thing in Europe.  

There was this real big pullback, much more severe in the UK than 

here, in the budget several years ago in the local authorities in the 

UK.  We saw the same thing in central government there.   

 

 What happens, there's sort of three or four different things 

happening.  One is everyone knows the budget situation in the 

public sector is going to continue to be challenging going forward.  

I think, initially in '08, we were very concerned about that.  

Instead, we actually have seen sales acceleration as there's been a 

sort of recognition that doing things the same old way is not going 

to work.  And so, when that recognition happened in the UK, we 

started to hear our clients, instead of talking about I need to add 

this capability to my website, they would say I need to move 

people; I need to prevent people from calling my call center.  I 

need to get people to move their car so we can collect their garbage 

more efficiently.  I need to get them to get their immunizations on 

time, so we don't have to deal with them when they get into our 

school system. 

 

 Both in Europe and, I think, now as that same realization has 

permeated across our local government here, that's actually helped 

us, the realization that you have to do things differently.  The same 

old, same old is not going to work at all.  That's one thing. 

 

 There are a couple other dynamics.  Our clients are consumers too, 

so they see how Expedia is interacting with them.  They see what's 

happening out in the private industry.  They don't always connect 

the dots of how that could affect their organization.  We help them 

connect those dots.  You can take these steps too as long as you 

define the outcomes you want and have the right tools and 

approaches.  As they exist in the world, as consumers, they're 

becoming more aware of how things can change.   

 

Then the third dynamic is there is a massive wave of retirements 

happening in the public sector, and so as a generation of people 

who are used to doing things the old way disappears into 

retirement, and we have a new generation of folks who are 

envisioning their career as a far more multi-sector career, 

sometimes they're going in and out of public sector, not locking in 

for 30 or 40 years, and they're just new.  They're taking fresh eyes 

to the problem.  When they're hired in, a lot of times three people 

retired and one person is hired in, so the option of doing things like 

they've always done is off the table anyway.  That's been really 

positive for us and why, even though we've been in state and local 

for a long time, we're seeing more growth now than ever. 



 

Mr. Alexander: Mm-hmm.  Eric, our insurance business is interesting because 

there are two sides, right?  We sort of are a liquid platform for risk. 

 

Mr. Gewirtzman:  Right. 

 

Mr. Alexander: We have providers of risk and consumers of risk. 

 

Mr. Gewirtzman: Right. 

 

Mr. Alexander: The underwriters on the consumer side.  Maybe talk about the 

adoption on both sides in terms of the carriers we're getting on the 

backend to consume the risk we're providing, and then also the 

adoption dynamics on the front end where most of our sales efforts 

are really around the distribution side. 

 

Mr. Gewirtzman: Right, right.  I think, in our case, what's happening is we're 

creating this network effect.  We have what we call nodes, like you 

mentioned, the distribution nodes.  Those that are out there 

marketing insurance actively today, they bring in clients.  They 

have their own products, but they need to augment that with 

additional products.  That's one side of it.   

 

 Another piece of the network are these markets.  Again, the 

insurance carriers, sometimes we have the same client both as a 

market node and as a distribution node, and so they have product.  

The beauty of the network effect is now they are getting not just 

technology, but they're also getting distribution almost instantly.  

The beauty is they can actually choose which channels they want 

to participate in, they feel comfortable with, and which channels 

they just want to shy away from for the time being.   

 

 We have a third component, which are actually the consumers.  

The whole view of this is the world is changing.  Our world is 

changing, and it's being driven by the consumer.  When I say 

consumer, it's the small business owner as well as the individual 

buying auto insurance.  What we're seeing happening is an omni 

channeled approach.   

 

I emphasize omni channel and not multichannel out of 

conversations because what we see is consumers jump around 

between these channels.  They may start by doing research online, 

calling a 1-800 number, then going to an agent.  It's not really clear 

where they're actually going to make the purchase decision.  It 

could be anywhere along that zigzag.   

 



 The strategies that we've developed with the platform is we're 

everywhere.  In some cases we're the infrastructure that's 

supporting that channel.  In other cases we're the actual provider of 

the product - never the risk, but the product itself.  Going back to 

the demand piece, for us what we're seeing is, in the first part we're 

really, really focused on the distribute nodes because the more 

flow we get of requests into the platform, it makes it much more 

compelling for all the other nodes to join.  We're starting to see 

that.  We're literally seeing that happen where someone will come 

to us to solve a certain problem, and then suddenly, hey, you could 

help us solve that problem.  Then we don't really have to sell that 

second piece.  We sold the first piece.  They start coming to us for 

the other. 

 

Mr. Alexander: The other thing that strikes me about, particularly on the 

distribution side, these big entities or enterprises, it's not 

monolithic on the distribution side. 

 

Mr. Gewirtzman: No. 

 

Mr. Alexander: It's almost like they have multiple distribution companies within 

the entity. 

 

Mr. Gewirtzman: Exactly. 

 

Mr. Alexander: There is sort of a land and expand strategy here. 

 

Mr. Gewirtzman: Absolutely.  Absolutely. 

 

Mr. Alexander: Good, good, and so my question is, given that, what we're seeing, 

I'd love each of you, and I'll start with you, Glenn, is compare your 

pipeline today versus one year ago and then also what's driving 

that. 

 

Mr. Trout: Kind of the short answer to that is it's roughly 30% bigger than it 

was a year ago.  I think a lot of that ties into not only just kind of 

the market readiness for adoption, and I'd say that certainly helps 

fuel what's going on within our pipeline.  But we've also invested 

very heavily.  Not to correct Buck, but it's actually 150 

salespeople, not 130. 

 

Mr. Alexander: He's still within budget, Buck. 

 

Mr. Trout: Yeah, what's 20 among friends?  This also includes the KMI 

pipeline.  Actually, if you count the KMI pipeline, it's actually 

slightly higher than that, but feel very, very good about our 



positioning and what's driving that.  There are a few things going 

on on the regulatory front.  This is, really, we talk a lot about GHS, 

which is a HazCom specific regulatory change, which is helping 

move things along.  It's creating a lot of discussion among our 

clients, a lot of conversation concerns among our clients, how 

they're going to comply with this change.  But it's also happening 

on many fronts.  You'll hear I2P2 mentioned in the regulatory 

space, in the OSHA space, a lot of things, REACH, going on 

globally, so there are a lot of regulatory changes going on.  Many 

of them are very common sense regulations, which without a doubt 

make a lot of sense in many environments, so this sort of thing is 

actually getting people more focused on not only compliance, but 

just operating a safe workplace, an environmentally safe and from 

a health and safety perspective, a safer place to work.  

 

 The demographic change that we talked about as well, which is 

very similar to what GovDelivery was referring to.  I think, as baby 

boomers retire, and adoption of technology, the cloud is a more 

comfortable thing in terms of the people who are filling those gaps, 

and we feel just very good about not only our short-term pipeline, 

but the longer-term pipeline. 

 

Mr. Alexander: Just to follow up with a couple questions we hear from investors, 

number one is the GHS is fast approaching when these sheets have 

to be switched, which has been a driver of our sales.  What 

happens after the GHS deadline passes?  Does that change our 

business at all, change the momentum?  What's that dynamic? 

 

Mr. Trout: The big GHS, there are several GHS deadlines, but the big kind of 

final one is June 1, 2016.  We do think that we've got some 

tailwinds among this in terms of creating conversation among our 

target companies.  However, the one thing that we didn't think 

about when GHS was first adopted back in 2012 is that OSHA has 

come right out and said that they expect GHS -- well, GHS is a 

living, breathing document.  OSHA -- 

 

Mr. Alexander: Maybe explain what GHS is. 

 

Mr. Trout: Okay.  Yeah, I'll take a step back.  Basically, to oversimplify it a 

little bit, every MSDS in this country needs to be rewritten within 

the next nine months--that deadline is actually June 1, 2015--into 

an SDS or Safety Data Sheet.  This is a globally harmonized 

system.  It's meant to create one type of MSDS or, in the future, 

SDS, and go to consistent labeling globally.   

 



In the past, you had different types of MSDSs, MSDSs that were 

50 pages in length, other MSDSs that were 1 page in length.  One 

was an 8-part form; another one was a 16-part form.  This is really 

standardization of the MSDS into a 16-part formatted document 

and labels into some kind of 6 major elements in terms of labeling 

and using the same language in these documents.   

 

The problem in the past is if you looked at an MSDS for product A 

from manufacturer B, it looked entirely different than this MSDS 

for the exact same substance, and one looked more hazardous than 

the other.  The GHS is really built to eliminate that.  Common 

sense regulations taking a long time for us to adopt.  OSHA 

adopted most of Revision III of the Globally Harmonized System.  

The GHS is now in Revision V.   

 

In some cases, actually, OSHA went above and beyond the GHS, 

so we're kind of playing catch up with each other.  Coming down 

the road, we fully expect there to be a HazCom, so the current 

regulation is referred to as HazCom 2012.  We fully expect a 

HazCom 2015 or '16, or '17, and a constantly churning process 

here, which I think will create enough activity within our market to 

continue that kind of interest or a little bit of a catalyst to make 

sure that people are thinking about how they're compliant here.  

 

The other piece is the GHS been adopted globally, so the 

Canadians are in the process of adopting now, so that will help us 

as well, so just a lot of moving parts.  The good news is 70% to 

90% of the market is still wide open for us, and that's really the 

opportunity, whether we've got GHS as the catalyst or just, frankly, 

noncompliance as the catalyst.  The energy is there. 

 

There are one or two elements.  One segment of our business is 

MSDS authoring.  It's a relatively small services sector.  I would 

expect that that business will see a little bit of a slowdown, but 

we're prepared for that.  Again, it's a fraction of our revenue. 

 

Mr. Alexander: The other question we get from investors, Glenn, is with the KMI 

acquisition.  Average selling price, there was a price disparity 

between what we sell the KMI solution for versus what we sell our 

traditional solution for.  We have 9,500 customers.  They have a 

bunch of customers.  Can you sort of address the cross-selling 

opportunity, address it and also try to quantify it a little bit of 

where the opportunity is? 

 

Mr. Trout: Yeah, that’s a great question.  The fact of the matter is the average 

selling price to the same market is virtually the same.  KMI, their 



customer base is almost exclusively up market, what we would 

describe as up market.  To define that in our words, we really talk 

about kind of the fortune 1,000.  These are large, global 

companies, so these would be kind of in the top 10,000 companies, 

if you will. 

 

 The MSDS kind of core business really lives by the 80/20 rule, so 

about 80% of our business is in the mid market, which is a good fit 

for MSDS management.  Even in what we would describe as the 

down market, we'll have an MSDS need.  But they may not need 

all of the modules of KMI.  KMI brings a much broader approach, 

multiple modules to serve large, complex organizations.  We also 

serve a great deal of large, complex organizations.   

 

 If you look at our 10,000 customers, roughly, several thousand of 

them are really good fits for the KMI module.  The rest are not a 

perfect fit.  Maybe they can bite off one module here or there, but 

not for the full suite. 

 

Mr. Alexander: Right.  What is the average selling price on the KMI side? 

 

Mr. Trout: $50,000 a year recurring. 

 

Mr. Alexander: Good, good.  Scott, to you talking about pipeline, this year versus 

last year, and some of the dynamics driving that.   

 

Mr. Burns: Sure.  We made bit investments in ramping up sales and marketing 

over the last 12 months.  I do think, in our business, it's always 

taken a long time for us to ramp people up.  That process has 

gotten a little more efficient now, I guess, as we've developed as a 

company and have a little more momentum and brand in the 

market.  It's easier for new people to onboard faster, so we've seen 

some productivity out of folks this year, particularly accelerated in 

the second half of the year.  We're up going into next year in that 

25% to 30% range.   

 

 The other thing I like about in terms of the pipeline and that's sort 

of the qualified pipeline and what we're tracking that's getting past 

our sort of stage three of qualification.  The exciting thing is we 

started focusing a couple years ago on going after these more 

strategic deals, so we have a mix of deals, cities and counties of 

various sizes, usually places a 100,000 in population and over.  But 

those are pretty traditional SAS deals.  They get a recurring 

contract.  It's in that, depending on the size of entity, it might be in 

the $20,000 up to $70,000 a year range.  Then in federal 

government, we played a bigger level, and then a sort of much 



larger strategic level where we've been able to secure some seven-

figure opportunities.   

 

 In the past, we sort of stumbled into those.  The start of this year, 

we got more strategic about how we pursue those kinds of 

opportunities.  None of those right now reflected in the pipeline 

growth I mentioned.  We have several early stage seed 

opportunities.  If you're wondering what they might be, if you open 

the paper and there's an agency that's having a lot of trouble 

communicating with its stakeholder base, maybe there are long 

wait times or there are other kinds of problems that they're dealing 

with, that's the kind of agency we already work with.  We go in 

and say, "Look.  You've invested in this asset that you've built up 

for how you're going to reach people.  Now it's time to take things 

to the next level and activate that asset in a more strategic way to 

solve some of these major problems you're having." 

 

 Those kinds of opportunities don't convert over night.  In fact, they 

develop, we found, in phases often where there's a little bite first, 

and then they move forward.  But they tend to be around that 

funnel I described first helping the client define the funnel, looking 

at the assets they have, and then investing with us to get more 

action at the top of the funnel, more people connected, and then 

mapping the sort of business process they have with the tools we 

offer so that we can move people through the funnel, keep them 

aware of changes in wait times or get appointments scheduled, or 

with the health insurance exchanges we've obviously been very 

involved in just helping people move through that process.  Those 

deals take longer.   

 

We've proven we can win them.  We've proven we can execute.  

And we've gotten more strategic about pursuing them this year.  I'd 

say we're past sowing the initial seeds, but I'm pleased that the 

25% growth doesn't yet reflect what we think is going to be a very 

good future in those kinds of opportunities. 

 

Mr. Alexander: Yeah, that's great.  The other dynamic that's exciting about state 

and local is its scalability, right, because you solve a problem for 

one community, there are a lot of other communities that tend to 

have the same problem, so you've got that case study, packaging it, 

target marketing that specific solution.  And so a community can 

create a lot of efficiency, and I think we're starting to see some of 

that as we've sort of stepped up the marketing piece.   

 

 Eric, on BOLT, maybe talk about -- we made an investment.  I 

think we went from one or two sales teams a year ago.  And we 



announced that here fourth quarter last year.  Those teams have 

been in place now for, what is it? 

 

Mr. Gewirtzman: Ten months.   

 

Mr. Alexander: Ten months. 

 

Mr. Gewirtzman: Yeah. 

 

Mr. Alexander: Yeah, so maybe talk about the pipeline. 

 

Mr. Gewirtzman: In or case, it's a couple different things.  Unfortunately, I can't say 

we have the generational change in our customers.  They tend to 

stay there.  I don't know why.  It's a very conservative industry, but 

I think that's also what's building into our favor.   

 

 A year and a half ago, maybe two years ago when we set out with 

this whole concept of building the network, people thought it can't 

be done.  I remember when we signed the Citizens deal people said 

it can't be done.  You'll never solve the problem.  Now, this past 

year, we've proven all the deals we've signed up are, are alive, and 

are performing much better than expected.   

 

Mr. Alexander: Citizens was up five months from signing? 

 

Mr. Gewirtzman: Five months from signing and then the bigger stage, which is the 

renewal piece, is up now for four weeks, five weeks.  I think the 

fact that we've proven that it can be done is what's creating this big 

change in our pipeline.  I think we were smart by investing in the 

team because these deals are really, really complex.  

 

 Like I said earlier, each one has a different pain point, so it's not 

cookie cutter.  It's really a disruptive sale.  And these are very, very 

big deals.  Our deals are typically seven digits, five-year deals 

sometimes with the ability to extend to ten years.  Basically, the 

nice thing about what's happening in our case is our pipeline has 

grown by order of magnitude.  It's not just single digit percentages.  

It's really order of magnitude.  What's driving that is the success of 

our existing client base, the fact that it can be done. 

 

The other thing that's driving it is the network piece.  More 

distribution is flowing to the platform.  Other players want to play 

into it.  When you have a top five insurance carrier that's 

leveraging this to get more for their clients, well, number four and 

number six and number seven also need to be able to offer the 

same type of thing.   



 

As I started saying earlier in one of the questions you mentioned, 

everyone in our industry has the problem.  They've just somehow 

lived with it.  Now when people are showing, hey, we have a 

solution for it, they need the solution as well.  I think that's what's 

driving it.  For us right now, it's really about managing these large 

deals, managing the pipeline in what we call, internally, unpausing 

them, right, because the sales cycle is a little bit different with each 

one of them based on their exact problem.   

 

Mr. Alexander: Right, and they built internal structures in their business, which 

have executives and teams that are designed to solve the problem 

the old way. 

 

Mr. Gewirtzman: Exactly. 

 

Mr. Alexander: So there's this change management and rethinking. 

 

Mr. Gewirtzman: Yep. 

 

Mr. Alexander: It's a C level sale. 

 

Mr. Gewirtzman: Yeah, absolutely.  Always. 

 

Mr. Alexander: …levels. 

 

Mr. Gewirtzman: Always.  We always start at the C suite, and then it gets basically 

top down because you're right.  It’s a strategic change for most of 

our customers.  In some cases we say they all had some sort of 

solution, but in a lot of cases the solution was not to solve the 

problem.  If a customer has 9,000 phone calls a week for people 

asking for a specific product and they don't have it, from their 

perspective it's just I don't have it, so I'm saying no.   

 

 Is it a problem?  Yeah, because you spent money on handling that 

customer, bringing them through your door.  Those are the types of 

things that now are happening.   

 

 Our industry, in general, is going through a lot of changes.  I talked 

about the consumer behavior and the omni channel.  But when you 

look at it through a lot of other factors that the insurance carriers 

are looking at, driverless cars, right, what does that do for the need 

for insurance.  Different products that people need, so there's a lot 

of change going on.  I think there's a big, big realization in the 

industry and where we're capitalizing on it that the most important 

thing you have is the customer relationship.  It's not necessarily the 



product that you underwrite or create.  It's the relationship you're 

able to harness and the brand recognition and the trust that you 

build with your client.   

 

 Where we fit in is we allow you to maintain that trust even if you 

yourself are not manufacturing that product in-house.  I think that's 

the beauty of the solution.  It's one of those unique win/win/wins 

because the distributor wins because the customer came in and he 

has a solution.  The client wins.  They got it one-stop-shop.  And 

the other insurance carrier that's providing the product basically 

has access to a distribution channel they never had.  And so that's 

how and that's what's driving our growth, the fact that you start 

succeeding.  You see this graph of the network effect literally 

happening overnight.   

 

Mr. Alexander: Right.  With the final question before we open up for Q&A, let's 

dream a little bit, right, because the beauty of what we're doing is 

that we're taking the cloud to let them fix problems that they've 

always had. 

 

Mr. Gewirtzman: Yep. 

 

Mr. Alexander: They've always had something, either a manual in the back room, 

screwed up balance sheet and underwriting risks they shouldn't 

have, or the government trying to communicate with mail.  We 

solve that problem.  That's the value proposition.  The beauty of 

the cloud you see in sort of the consumer market in particular is 

you can do things you could never do before. 

 

Mr. Gewirtzman: Right. 

 

Mr. Alexander: We got these iPhones so we could email and do calls, and we 

solved the mobile email problem, but now you have Uber, right? 

 

Mr. Gewirtzman: Yep. 

 

Mr. Alexander: Because a platform is out there, you could do things that couldn't 

be imagined before.  Let's dream a little bit.  It's five years from.  

I'll ask each of you this question.  When these systems are place, 

ubiquitous and adopted, what are the things that our customers 

might be able to do that they just couldn't do before?  I know we'll 

be wrong because always predictions are always wrong.  Nobody 

predicted Uber, right?  But I think let's have some fun with it, and 

maybe we'll start with -- since I can't find it, we'll start with you, 

Eric. 

 



Mr. Gewirtzman: Okay.  I think, in our case, it's such a big industry, and it's been so 

conservative for so many years that really the sky is the limit.  

Even small, incremental change can be huge.  You talk about 

dream a bit, I think we're going to see more and more 

nontraditional players try and sell risk transfer product.  …risk 

transfer because that's what insurance is all about.   

 

 The other thing that I think is going to gain a lot of momentum is 

the leveraging of data.  We are hoarding mass amounts of data that 

no one else has.  You tap into other public data that's available and 

put that on top of the data that we're aggregating, you can actually 

create a very new insurance product.  For many years, everyone 

was working based on standard forms, and they just decide the 

rates.  Do I give a discount on this type of risk and then price it that 

way. 

 

 But in our case, we can actually help the industry sell that data 

back into the industry and help them create a product that's more 

befitting to the customers.  There are so many places where you 

see today that the fact that they don't have a risk transfer product 

becomes and issue and is an inhibitor to business.  I think that 

being able for them to create new products that are not business 

owner's liability or auto insurance. 

 

Mr. Alexander: Like your doctor's example. 

 

Mr. Gewirtzman: Exactly.  I'm a doctor, and I want to work over the weekend.  A lot 

of doctors can't because they don't have insurance to practice from 

their home.  But if I had the ability on my mobile phone to just say, 

hey, I'm seeing a patient now, or at the end of the day say here are 

my four patients that I saw, and it's priced per transaction.  Or if 

I'm a contractor, a painter, and I want to just buy for this job on my 

insurance, or even I'm an individual and I can buy insurance for a 

move when I'm moving from one place to the other.  Lots of micro 

transactions of risk transfer that we have day-to-day that are just 

not economical today to handle because, if the product is a $20 

product or $30 product, you can't handle the phone call efficiently 

to actually make that happen. 

 

Mr. Alexander: Right. 

 

Mr. Gewirtzman: I think we've been stuck doing risk transfer, which is fundamental 

in capitalism, in a certain way for many, many years.  I think the 

fact that consumers have more access now and the omni channel 

approach and data will see the industry and entrepreneurs in the 



industry come up with really unique ways to create new ways 

that'll help people just go about their lives. 

 

Mr. Alexander: It's a great point because if you think about it, it's the combination 

of big data tied with fluidity.  Take the Uber example.  The entire 

taxi market in San Francisco, I think, is $5 million a year or $10 

million a year when Uber did their business plan and said we're 

going to take attrition.  We're going to take 30% of the taxi market.  

Not too exciting.  Uber's revenue in San Francisco is over 10x 

today, the entire size of the taxi market, and they're still growing 

50% a year in San Francisco. 

 

Mr. Gewirtzman: Exactly. 

 

Mr. Alexander: What they did is create fluidity of transportation, and so it's not 

something you could have ever imagined.  That's the sort of things, 

I think, become enabled, particularly in your business with 

aggregating something that's never been aggregated before. 

 

Mr. Gewirtzman: Never. 

 

Mr. Alexander: Everybody talks about a silo of information, and it's one of the few 

products in the world that's not priced by marketing.  It's priced by 

statisticians. 

 

Mr. Gewirtzman: Statisticians, absolutely. 

 

Mr. Alexander: And it's based on the statistics of their own internal portfolio, and 

you have a flawed distribution model, which is very chunking, so 

you have to sell risk in big chunks. 

 

Mr. Gewirtzman: Exactly. 

 

Mr. Alexander: And, to some extent, you can reduce the barriers, the walls around 

that.   

 

Mr. Gewirtzman: It's going to take time, but absolutely, 100%. 

 

Mr. Alexander: Yeah, yeah.  Glenn, I'll throw the same question to you. 

 

Mr. Trout: We're actually kind of piloting a very interesting concept right now 

that is the perfect marriage of data and fluidity, as you describe it.  

Imagine a first responder showing up at a facility that had an 

incident, right, or maybe the facility is on fire.  Having them be 

able to, via mobile device, see what chemicals are on the floor, 



what's in building 1, this building is on fire, what could explode, 

being able to see that on mobile devices simply didn't exist. 

 

Mr. Alexander: What insurance they have. 

 

Mr. Trout: What insurance they have.  Yeah, exactly, so being able to have 

that sort of transparency that leaves kind of the four walls of the 

establishment and goes out to communities that matter.  That's a 

really interesting concept.  We expect that to -- we've invested 

quite a bit in this and we're very excited about the opportunity.   

 

 Another one is also using data and couldn't be possible without the 

sharing of data.  I mentioned our database of seven million 

MSDSs, which is one of our key moats is chemical substitution.  

With sustainability initiatives becoming bigger and bigger, trying 

to replace hazardous chemicals with less hazardous chemicals in 

your facility is something that's getting much more attention.  

OSHA's safe chemical initiative, the EPA is all over this, so it's 

something going forward being able to see or having access to that 

information.  We're talking about millions and millions of 

chemicals here, so that's another kind of opportunity in the future. 

 

 Then kind of thinking even further out, having drones flying 

around facilities, taking chemical inventories, which is a huge 

barrier.  Even knowing what you have on the floor in most 

environments is something that companies aren't great at, frankly.  

One of the things that our software helps with, but taking that 

physical step out of the physical inventory, being able to go around 

facilities, monitor those chemicals, and connect that data 

immediately.  Those are some of the kind of future looking ideas. 

 

Mr. Alexander: Who thought safety would be so exciting?  It's exciting stuff.  

Scott, I'll just preface it by saying we really have a thought 

leadership position in government 2-0, 3-0 in some of these 

communities out there that are really trying to use these 

technologies that are now in consumers hands to really transform 

their relationship with government making it "more efficient."  

Actually doing that of the first time beyond the rhetoric.  It'd be 

great to hear from you just some of the things you see and where 

they go. 

 

Mr. Burns: If you look way ahead, I really feel like this is such an easier 

question for me than Glenn because the public sector, people have 

different perspectives on the public sector.  But, at the end of the 

day, and our company servers, we serve only the people in elected 

office.  We don't serve people running for campaigns.  We actually 



play in the part of the public sector that the vast majority of us 

agree on: the parks, the libraries, the road system, other things, the 

sort of nuts and bolts.  I think a lot of people, when they think 

transformation in the public sector, they think of online voting or 

everyone getting together to have the best idea about the bike path.   

 

 I think those things are important, and there's a portion of the 

population that's very interested in them.  But we're playing much 

bigger ball than that.  We're playing at the services level, and so 

when I think ahead, what strikes me with our clients, whether it's 

the CDC, the local health department, the Department of Natural 

Resources, which we serve all around the country, coast-to-coast, 

they have extraordinary assets and then they have extraordinary 

information.   

 

 The assets are underutilized a lot of times.  If you look at the park 

system in my state of Minnesota or one of our great clients in 

Michigan, they have this incredible park system, and people are 

unaware that 30 minutes drive from where they're sitting in a city, 

they can be taking their kids out to camp.  You take a kid camping 

for the weekend instead of leave them at home with the 

videogames and other things.  Just for the next 12 months, his 

educational outcomes are going to be better.  His health outcomes 

are going to be better.  You could actually literally change the 

trajectory of somebody's life by making a decision to take 

advantage of one of these public assets that we all pay for rather 

than leave the kids in the house on the Wii or whatever.  Wii is 

probably outdated.  I don't play videogames actually.   

 

 They have these assets, and I'll use one other example.  There's a 

swimming facility that the city has invested an enormous amount 

of money in just right near my house, totally underutilized even 

though it's adjacent to a poor neighborhood.  There are libraries all 

around our city with extraordinary language and economic 

development programs to help people start businesses, help them 

learn.  Again, they're used, but they're underutilized relative to 

their potential, or people are showing up at the time when they're 

really crowded instead of two days later when there might be a lot 

more ability to get one-on-one instruction if they just knew that 

that class was a lot less busy. 

 

 For me, it's about using the data that we have, the ability for the 

government to reach a lot of people, to know what those people are 

interested in, not just because they signed up for it, but because 

they're showing us day-to-day in their interactions what they're 

interested in, where they're moving around the city and everything 



else.  Allow government to be able to take the assets they have and 

drive much better utilization of those assets, whether it's getting 

people to change their commute patterns or change their recreation 

habits or change how they prepare their kids for school.  Allowing 

government to do more of what it does well by activating the 

behavior change that they know people should make and that 

people, if they're better informed, would want to make.   

 

 Then the second thing is all this data.  The government has tons of 

data that it has sitting on servers and not getting put into use.  One 

of my favorite examples is the food inspection data.  The food 

inspection data, sitting in a -- you can find it if you issue a FOIA 

request and everything else.  By this time you would have died of 

food poisoning 100 times.   

 

Now there's a big movement.  It's different than big data.  There's 

an open data movement in government to put this data online and 

publish it.  What we're beginning to help our clients do is to take 

that data and push it out to people at the time when it's useful.  

And, similarly to promoting an asset or shifting people's use of the 

park system, making sure that that food inspection data hits your -- 

I would like that to hit somebody's mobile phone or pop up when 

they're near the restaurant.  Are you interested in the food 

inspection data?  Or if you're starting your commute, the fact that 

the city sent an alert through GovDelivery about the event going 

on downtown when we see you start to move that morning, pop up 

and say, "Hey, there's an event downtown.  You might want to 

reconsider."  These are trivial examples.  A lot of the examples on 

immunizations and other things, you're talking about things that 

can not just change the trajectory of a life, but save it and help 

people live longer and happier.   

 

For me, it is about moving the needle in big ways, and I know that 

the data we host and the data the government hosts are going to be 

married together in some really exciting ways going forward.  As 

they publish it and make it more available, we'll be able to activate 

it for people in their daily lives where they are, when they need it, 

so that we can change their behaviors and make their lives better.  

It's that simple, and it's a little sexier than material safety data 

sheets.   

 

Mr. Trout: Not…. 

 

Mr. Burns: In my completely biased opinion. 

 

Mr. Trout: Not if your business is on fire. 



 

Mr. Alexander: Exactly.  We're all in this market.  We evaluate these businesses 

based on what's immediately in front of us, and that's probably 

what we should do.  We're in this early phrase of the verticals 

where we're wiring these verticals.  That's what we're doing.  We're 

getting paid to wire the vertical.  The vision is what happens once 

it's wired.  We've seen this in the consumer markets.  You're 

starting to see it in some of the horizontal plays like Salesforce 

where they're now starting to add some really innovative things.  

I'm really looking forward to when we close Folio.  Joe, the CEO 

of Folio, can tell you his vision of what happens when his clients 

are wired on these sort of single code base, flexible, open 

platforms because I think it's pretty exciting.   

 

 With that, with the time we have left, I do want to open it up for 

questions.  You can ask questions of the panel.  You can ask 

questions of Buck or me.   

 

Male: Doug, as it relates to Folio, you said in the release when you 

acquired, they grew 40% trailing, 40% this year.  I guess two 

questions there:  Is there anything to suggest that's not sustainable 

on an organic basis?  Then secondly, you mentioned three sales 

reps.  Are we really getting … that as you add incremental reps 

that's on top of 40?  Just how do you think about the friction 

here…? 

 

Mr. Alexander: We haven't given the exact number of salespeople.  They have 

added a couple salespeople this year.  I think there's a lot of 

opportunity out there.  I think, in terms of increasing their brand 

recognition, so they're in more of the bake-offs, and then having 

sales force to back that up.  I think we have good visibility into '15, 

'16.  We don't want to give specific numbers yet because we have 

to wait until we close, but we have very good visibility, and we 

think there are some things we can do to continue to have this 

grow, go very well. 

 

Male: Just two follow-ups. 

 

Ms. Greene: We need you to use the microphone just so people online can hear 

you.  Thanks. 

 

Male: Thanks.  Glenn, as it relates to KMI, pretty early, but any 

feedback? 

 

Mr. Trout: So far, the feedback has been very positive.  As I said before, we 

share a fairly large subset of targets and customers.  This concept 



of one throat to choke is increasingly intriguing to what I would 

describe as complete, large, global companies.  In that sector in 

particular, very, very positive in terms of the cultural fit, feeling 

very, very, very good about that, already beginning to drum up 

some interesting customer discussions among our client base and 

KMI's client base.  We do actually share some customers, which 

we knew during the due diligence process and talked to them in 

advance that helped us feel better about the fact that we feel very 

strongly that this makes sense strategically. 

 

Male: Then one more, just Scott, as it relates to these broader campaign 

type deals you've talked about, what's a realistic timeline we 

should expect to see these kind of deals close or start to see them 

close? 

 

Mr. Burns: It's a good question.  I mentioned that the pipeline -- the pipeline is 

larger now than it's ever been, and there are a lot of those kinds of 

deals imbedded in, but they're smaller, so we're still -- when I 

talked about the large, strategic deals, we define that as something 

approaching seven figures or going north of that.  We're making a 

lot of progress in the pipeline around these campaign deals and 

seeding with a lot of our clients, work where we're maybe doing a 

deal at $100,000 that has an opportunity.   

 

In the past, we'd do a deal at $100,000 four years ago.  We had no 

strategy to increase that other than move price a little as the usage 

went up.  Now we're in at the campaign level, but maybe one piece 

of campaign work out of 100 they could be doing in an 

organization, or helping promote one training, one type of training 

program when they run 150 a year.  We do see some of those 

actually impacting our pipeline now and closing now.   

 

As you try to take those and execute on them, what we've found 

this year is that we're getting those smaller deals at a nice rate.  

Take those and execute on them.  We're optimistic that we'll be 

able to start converting some bigger things.  There certainly will be 

some at the larger end over the next 18 months.  We're trying to 

move that forward.  Whether those are really large, strategic deals 

like some we were able to do over the last 12 months, or whether 

it's stacking up a few that are a little smaller.  It's hard to tell right 

now because the really big ones have to be aligned with very major 

programs.  They would probably go out 18 months, but I think 

some things that start approaching seven figures could happen 

sooner. 

 



Mr. Houston: Hi.  Jeff Houston from Barrington Research.  Just to get a better 

sense of how FolioDynamix might look in a couple years, it'd be 

interesting to hear from the panel kind of how things looked pre-

Actua and after Actua took majority stake in your companies, how 

sales and marketing changed, how mergers and acquisition activity 

changed, and also the board dynamics and strategy changes.  It'd 

just be interesting to hear for comparisons of how FolioDynamix 

could look in a couple years, how as you guys went through that 

process. 

 

Mr. Alexander: Do you want to Glenn and then across…? 

 

Mr. Trout: Sure.  Prior to becoming an Actua company, we were focused both 

on kind of -- well, il would say more broadly on revenue growth 

and profitability, which was important to our board and remains 

important to all of us.  But I think Actua saw what the executive 

team saw, which was a really interesting growth opportunity and 

more heavy investment, so actually growing from that 50 sales 

reps to 150 sales reps.  The opportunity is there.   

 

We had more leads than we could handle, frankly, but we, our 

vision lined up perfectly with Actua, and we've been able to 

deliver on that promise, and we feel good about going forward.  

Really interesting in kind of the sales and marketing infrastructure, 

Actua has been very helpful for us in terms of recognizing some 

opportunities around marketing automation, some other things that 

they've done with other Actua companies that have helped us and 

are beginning to pay dividends for us.  That was very, very helpful. 

 

 The other thing in terms of looking at tuck-in acquisitions, we 

knew most of our core competitors quite well.  There aren't that 

many of them in our kind of old, traditional core space.  But we 

didn't have the breadth or the core competency to reach out to a 

much broader audience, and while we knew KMI, we didn't have 

the bandwidth to actually go out and meet and understand the 

competitive environment as well as we do today.  Actua has 

brought much more firepower to us in terms of understanding the 

competitive environment and helped extend our reach, frankly, on 

that front and enable us to kind of tee up different opportunities 

and much more quickly kind of analyze those opportunities and 

come to what we believe is the right conclusion.  That's been a 

very big help for us.   

 

Mr. Gewirtzman: I think, in our case, and seeing you brought up FolioDynamix and 

something that you mentioned earlier, Doug, we sell into very 

large, Fortune 100, Fortune 500 companies, and our deals are 



massive.  They also require some level of trust and stability.  

They're long-term deals and people move a lot of their business 

over to our platform.  The fact that we're part of a public company 

that has financial stability, has the checks and balances, we're SOx 

compliant, security, all that kind of stuff, that's helped immensely.  

The discussion in the past was, well, you guys are a small startup, 

so really you can handle a billion dollars of premium on your 

platform?  The answer was yes, but when you're part of a larger 

organization it gives a lot more comfort, especially in the industry 

that we're in.   

 

 You mentioned the question was around tuck-in acquisitions and 

acquisitions in general.  I think, in our case, the Superior Access 

acquisition we did about a year ago was a fantastic example.  As 

the concept of the network was being developed and the approach 

towards omni channel, we had a fantastic solution for the 

consumers that come directly to us, and a great solution for the 

insurance carriers, whether that be the distributors or the markets.  

What we were missing is a solution for agents, and it's a different 

mentality, different processes even though it's the same platform. 

 

 The fundamental thinking before Actua was basically, well, we 

have to build this competency.  But then we were able to leverage 

the fact that we're part of a large organization that has expertise.  

Identify, well, there are other entities out there that have this 

specific expertise.  Find the right one.  Find the best one that has a 

good management team and already has a customer base, and then 

basically go out and acquire them and fold them into the BOLT 

platform. 

 

 For us, it's a big mind change where you don't necessarily have to 

build everything internally that you're missing to fulfill the big 

vision.  You have the resources and the competency and the know-

how inside the team to basically go out and acquire capability that 

you need for the next step.  For us it was less about competition.  

It's we knew we were missing this piece and what do we do.  Do 

we build or do we buy?  And it was much easier for us to buy and 

integrate than just go out and build it. 

 

Mr. Burns: For GovDelivery, it was a long road leading up to where I think the 

comment was made about FolioDynamix and the team seeing the 

future as being brighter than the past.  The problem is when you're 

out raising money at the end of the dot-com boom and it takes you 

six, seven years to position the company for acceleration, the 

capital gets very tired.  Some of the management team gets tired.  

You're also taking this very good industry expertise capacity that 



you've invested painfully in building up and you're putting 50% of 

your time of at least some of the executives into raising money and 

figuring out what you might do with the business.   

 

 For us, Actua acquired us at the end of 2009.  It was what 

management wanted.  We saw the future as brighter than the past, 

and investors were no longer having a posture that was consistent 

with that.  And so the numbers, first of all, speak for themselves, I 

mean, since that time.  It took us nine years to get to a company 

that really the technology part of it that's the core of what we do 

today was notably under $10 million at that time, and we're 400% 

the size we were coming out of this year now.  That's taken five 

years, so it was a painful initial nine years.  The last five years 

have been a lot better.  

 

 I would say the leverage we've pulled that are most notable are the 

things that were put up.  I think it's an authentic story.  The talent 

management, and we've been much more strategic in thinking 

further ahead on talent at all levels of the organization.  Just 24 

months ago, we brought in a COO who, I think, if I'd had in 2000, 

could have helped design the technology better and position us for 

the future, but has been able to reinvigorate the innovation culture 

so that we're using the data we have to innovate, and we're also 

performing at a level that is unrivaled in terms of security and 

performance for our clients in our sector.  That was a key 

investment that Actua actually -- the Actua operating team that 

works with us every day pushed for and helped us make happen. 

 

 Demand generation, which was one of the first things we looked 

at, is up 500%-plus from what it was.  By a lot of measures, it's up 

1000%.  It's more consistent, better rhythm, better tracking, all of 

those things.  And we've been able to invest in an agile way.  So as 

we're out, I actually think the business functions more like a high 

growth startup now than it did in 2009 in some respects, which is 

we're very entrepreneurial.  We have all these assets.  When we see 

the market moving a certain direction, we can work with the Actua 

team to basically pull together the resources to pursue them very 

quickly, and that's awesome. 

 

 I think you mentioned the dynamics of working together with the 

team.  It's day-to-day in the areas I mentioned and making sure 

we've got the right metrics in the business.  On the BD side, I 

would say that the Actua team really put leadership there where we 

never had leadership or strategy before and we haven't yet done.  I 

think, in the future, we hope to get a larger sort of tuck-in done 

over time, but the most important part of that is the process of 



going out and assessing those companies in terms of the pipeline 

we've built and the insight it's given us into the market has been a 

sort of key piece of our R&D about how to build our business.  We 

understand the market and where it's heading and how others are 

attacking it now better than we ever did.  Having a proactive 

strategy on BD makes that happen and brings that knowledge in, 

even if you're not getting deals done.  Obviously we hope to get 

deals done too, but that's really out of the lot.  It's a big rang of 

things. 

 

Mr. Materne: Thanks.  Kirk Materne, Evercore.  I guess two questions: First for 

Scott, I was at a digital marketing conference yesterday, and one of 

the leaders at the conference mentioned that he felt that marketers 

were finally at the point of -- at a tipping point in terms of looking 

for platforms to go after things like hyper personalization in terms 

of messaging.  That's probably a view from the commercial side 

and B2C.  I'm just curious.  How far behind do you think the 

government market is in terms of following best practices and 

digital marketing? 

 

 Then for Glenn, KMI, one of the comments you guys had made 

was it was probably under-distributed.  They didn't have as many 

salespeople as they probably could have.  Could you just talk about 

what you're doing in terms of making sure that the product is 

getting out or, I guess, not understanding of the products getting 

out to a broader audience.  Thanks. 

 

Mr. Burns: I think it's hard to put a number on how far behind government is.  

I could probably get applause if I said 20 years or something 

because I know that a lot of people come to that with some bias.  

It's government.  Public sector in general is a different game, so to 

say they're behind it's like keeping score in a rugby score using 

football's rules.  It's a different game and, fundamentally, the path 

will be a little bit different in terms of adoption and how things are 

done throughout the vertical.   

 

 But I would say, as we're talking to our clients because we're active 

digital marketers ourselves, they're four years behind, five years 

behind in some of just their thinking and understanding.  Some of 

the clients we've been working with for a while are catching up 

fast and doing things that a private sector marketer would never 

even think of.  Walmart and BestBuy don't collaborate to reach 

more people.  That's something the public sector is uniquely 

positioned to do.  FEMA and CDC and the State of New York can 

work together to connect with more of their audience because 

they're not direct competitors.  We've brought that to the table and 



put them on a different path that's better and accelerates faster and 

less expensively than it might for a digital marketer in the private 

sector.  But, in general, just in terms of the breadth of tools that are 

available and the targeting and personalizations that can be done, 

somewhere between three and five years behind.  I think that that's 

going to work in our favor over the next few years as we help them 

define what the future standard should be.   

 

Mr. Trout: In terms of the KMI acquisition and how we plan to go to market 

with that on the sales side, I've mentioned, I've kind of reiterated 

the one throat to choke comment earlier.  To expand on that a little 

bit, the way we look at the market, and Actua is very helpful in this 

process, as I mentioned earlier on the MSDS side.  We didn't have 

that many competitors.  But in the broader, EH&S space, adjacent 

competitors, because we were in the IM space before we acquired 

KMI.  We were on the online training space.  We had 

environmental tools.  We had a very, very large, very fragmented 

world out there.   

 

 KMI brings us, if you oversimplify it a little bit, brings the family 

together with roughly eight modules to sell our market.  We 

believe there is as many as 12, possibly more modules that are 

relevant for organizations, and we're in the process of making sure 

that we can bring those modules to market.  The way we're looking 

at the opportunity is most of the overlap will be in the up market, 

as I mentioned earlier, so this would be kind of enterprise 

businesses.  Of our 150 salespeople, a substantial number of them 

are focused on the enterprise market.  They will be very well 

educated around our full company capabilities.  

 

We do plan on expanding the KMI sales force, the direct KMI 

sales force as well.  How that becomes integrated with our core 

sales team, we're still kind of working through that process.  But, 

over time, there'll be an integrated sales team and sales process. 

 

 For the down market, we are planning on making kind of light 

modules.  In some cases we already have these modules in place, 

and making sure that we are kicking up dust and opportunities in 

the down market for some of these modules because it's a very, 

very big opportunity.  All our sales and marketing team will be 

well versed on our full breadth of capabilities.  Some of these 

capabilities make more sense, frankly, in the up market than they 

do in the down market, but making sure that we are elegantly 

communicating that story to the relevant targets and relevant 

segments is a critical execution point for the organization, and 



we're working very hard on that right now.  Does that answer your 

question? 

 

Mr. Materne: Yes. 

 

Mr. Alexander: I think we have time for a couple more questions.   

 

Male: Thanks.  A question for Glenn, and I also had a question on Folio.  

Glenn, with your growth in the sales force, what kind of statistics 

are you looking at a cost to acquire a customer versus a customer 

life, a value over the life of the customer?  How are you measuring 

the effectiveness of the new salespeople and making sure that that 

investment is in fact a good investment? 

 

Mr. Trout: We've tracked.  I don't want to dive too deep into the actual 

numbers because, frankly, we consider it our secret sauce.  But the 

way we think of it is a salesperson is going to generate -- well, we 

know very well our historic ramps on what a salesperson, a new 

hire can generate in their first year, second year, third year.  

Clearly we have to train them properly, ramp them properly.  We 

do have some turnover that's built into this metric, so we're 

tracking that metric very closely.   

 

We feel very good about that metric.  As we've hired salespeople, 

we want to make sure that we're doing at least as well as our 

historic kind of performance measure.  CAC would tie directly into 

that as well so far.  And this has been our measure to see how far 

we go in terms of when you're going to hit the boundaries of the 

market and get maybe in front of the adoption rate.   

 

Right now we feel very well positioned with our coverage.  As I 

mentioned earlier, it wasn't very long ago that we had more leads 

than we could handle, and that was an uncomfortable position to be 

in.  We now feel that we're right sized to handle all the leads that 

we have, and we're aggressively generating more leads and 

investing more in that area.   

 

We track very closely the number of dials a salesperson makes, 

how many demos that turns into, what sort of bookings that turns 

into, call it in a 3-month, 6-month, 12-month period, that turns into 

revenue.  Those numbers are tracked very, very closely.  And we 

have a very disciplined process for managing that and hiring and 

firing, frankly. 

 

Male: On Folio, Raymond James is a customer.  What does that mean?  

Is the entire Raymond James sales force on the Folio platform; 



some percentage of them is using it?  Help us understand a little bit 

more what the relationship is there. 

 

Mr. Alexander: Yeah, we can't yet talk about specific customers.  That's something 

we'll address post-closing, but what I can tell you is these things 

tend to have a rollout phase when you sign up a customer because 

you might have hundreds or thousands of advisors, and there's 

some training that goes on in terms of the way it's deployed.  To 

some extent it depends on which modules they take, so these things 

tend to roll out.  It's probably because Raymond James is 

promoting this now there's been some marketing behind it, so they 

are launching it.  But I think we can probably give you some more 

customer statistics once we close.   

 

 Time for one more? 

 

 Okay, great, great.  We thank you all for coming and really 

appreciate the questions and the attention and, I think, the 

opportunity to really tell the Actua story.  Thank you again. 

 

Mr. Buckley: Thank you. 

 

[Transcription ends at 1:36:35.3] 


