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Presentation 

 

Operator 

 

Welcome to the Third Quarter 2016 Actua Earnings Conference Call. My name is 

Paulette, and I will be your operator for today's call. At this time all participants are in a 

listen-only mode. Later, we will conduct a question-and-answer session. Please note that 

this conference is being recorded. 

 

I will now turn the call over to Karen Greene, Managing Director of Investor Relations. 

Please go ahead. 

 

Karen Greene 

 

Good morning. This is Karen Greene with Investor Relations, and I want to welcome you 

to Actua's third quarter 2016 conference call. I would like to remind everyone that we are 

going to use presentation slides to accompany our prepared remarks today. These slides 

can be found on our Web site at actua.com. Go to the Investor Information tab and you 

will see an icon for our third quarter conference call. The slides can be accessed through 

that icon. For those of you without immediate access to our Web site, the conference call 

and presentation slides will remain on our Web site and available for future reference. 

 



 
 

 

On the call this morning, we will be discussing certain non-GAAP financial measures. 

For additional information on these non-GAAP financial measures, including a 

reconciliation of these measures to the most comparable GAAP measures, please refer to 

the press release we put out this morning, including the attachment to this press release. 

 

Please note that following its sale, GovDelivery is presented as a discontinued operation 

as of September 30, 2016, and its results are excluded from our continuing operations for 

all periods presented. 

 

Our press release is also available on our Web site, which again is actua.com. To access 

the press release on our Web site, go to our homepage and select the November 3, 2016 

press release. The attachments to the release can be accessed by clicking on the PDF file 

contained within the release itself. 

 

Before we begin, I'd like to briefly review our Safe Harbor language. The statements 

contained in this press release and conference call that are not historical facts are 

forward-looking statements within the meaning of the Private Securities Litigation 

Reform Act of 1995. These forward-looking statements involve certain risks and 

uncertainties, including but not limited to risks associated with our ability to compete 

successful in highly competitive, rapidly developing markets, the valuation of public and 

private cloud-based businesses by analysts, investors and other market participants; our 

ability to retain key personnel, our ability to deploy capital effectively and on acceptable 

terms; the effect of economic conditions generally; capital spending by our customers; 

our ability to retain existing customer relationships and secure new ones; developments in 

the markets in which we operate and our ability to respond to those changes in a timely 

and affective manner; the availability, performance and security of our cloud-based 

technology, particularly in light of increased cybersecurity risks and concerns; our ability 

to successfully integrate any acquired business; the impact of any potential acquisitions, 

dispositions, share repurchases or other strategic transactions; our ability to have 

continued access to capital and to manage capital resources affectively, and other risks 

and uncertainties detailed in Actua's filings with the U.S. Securities and Exchange 

Commission. Those and other factors may cause actual results to differ materially from 

those projected. 

 

With that, I would like to turn the call over to Walter Buckley, Actua's Chairman and 

CEO. 

 

Walter Buckley 
Thanks, Karen, and today I will provide an overview of Actua's performance in the third 

quarter of 2016. And Kirk Morgan, our Chief Financial Officer will follow with Actua's 

financial results for the quarter. 

 



 
 

 

It's been a busy time since our last quarterly call. Turning to slide five, let's review the 

highlights. We sold GovDelivery to investor group lead by Vista Equity Partners, 

resulting in proceeds to Actua of approximately $133 million. 

 

With $170 million plus on our balance sheet following this transaction, we increased the 

current availability under our share repurchase program from $85.2 million to $125 

million. And earlier today we announced our intention to commence a modified "Dutch 

Tender" offer for up to $80 million of Actua common stock at a price per share not less 

than $12 and not greater than $14. The tender offer is expected to commence on Monday, 

November 7, 2016, and we remain open for at least 20 business days. And for more 

information please refer to the press release we put out this morning, which is posted in 

the investor information section of our Web site. 

 

FolioDynamix announced its acquisition of Summit Advisory Solutions, a Dallas-based 

firm focused on providing advisory services to the independent RIA market. I will 

provide more details on this acquisition in a few minutes when I review Folio's 

highlights. Now with GovDelivery's results being moved from our numbers our overall 

organic revenue growth for the quarter were 12%, up from nine last quarter. And finally, 

we were ahead of expectations on the bottom line, and recorded improved operating cash 

flow of a positive $200,000 compared to a loss of $1.2 million the prior year quarter. 

 

Now turning to our businesses, starting with slide six, while BOLT's revenue growth was 

4%, bookings are facing much higher. For the quarter, BOLT added $1.4 million of ARR 

or annual recurring revenue, the result of significant expansions from two existing 

customers. And this brings year-to-date ARR bookings to over $4.5 million. This is well 

ahead of where we were a year ago, which was a low six-figure ARR bookings number 

for the nine month period. We should start recognizing this revenue next quarter. And as 

a result, we should see stronger revenue growth starting in Q4. 

 

The sales pipeline continues to build. We entered the quarter with 15 opportunities, 

closed one, and added three. We finished the quarter with 69,400 users on the platform, 

up from almost 60,000 last quarter. Additionally, annualized opportunities of qualified 

risk going through the platform grew to 3.3 million in the quarter, and this resulted in 

over $1.5 billion of premium on the platform. 

 

Finally, carrier connections are up to over 5,500 today, from roughly 5,300 in Q2. We 

have a hundred insurance carriers now integrated into the platform. 

 

As reflected on slide seven, FolioDynamix revenue increased 7% for the quarter. 

Bookings were $6.6 million since the end of Q2, adding approximately $1.2 million in 

new annual ARR revenue. Based on the strong pipeline growth we expect to see 

bookings momentum continue to increase through the end of the year. More specifically, 

Folio signed five deals since the end of Q2, including H.D. Vest, a Blucora company. The 

H.D. Vest signing is a six-year multimillion dollar contract averaging close to $1 million 



 
 

 

annually. Blucora described H.D. Vest's relationship with Folio on its Q3 earnings call, as 

well as in a joint press release issued late yesterday. As an essential technology upgrade 

to provide better tools and efficiencies, as well as an important component of helping 

their advisors meet the new DOL regulations. 

 

Yesterday the company announced its acquisition of Summit Advisor Solutions, or SAS. 

SAS specializes in RIA-specific technology, advisory consulting, and overlay 

management capabilities, as well as access to third-party managers, and their own 

portfolios. This acquisition will offer Folio's independent RIA customers an improved 

advisor interface, a best-in-class execution desk, and better operational support. SAS 

brings $4 million in annual revenue, a good customer base, and strong pipeline within the 

independent RIA advisory space. We are paying approximately 1.5 times revenue for 

SAS, and we may pay additional consideration through an earn-out, which if achieved 

will be a win-win for all parties. Finally, this acquisition fills out our FDx Complete 

solution with a strong digital multi-custodial product. 

 

The company also continues to receive excellent feedback on its beta release, the new 

and improved version of the platform from industry consultants as well as customers. We 

believe this is driving some of the booking momentum we are experiencing. The new 

platform has accelerated Folio's product roadmap and its ability to deliver modifications 

in response to the rapidly changing regulatory requirements. And to date approximately 

80% of Folio customers have migrated to the new platform, and the transition has gone 

very smoothly. 

 

Finally, regulatory assets under management at the end of Q3 were $5.4 billion compared 

to $5.3 billion at the end of Q2. The SAS acquisition should add roughly $1 billion of 

additional regulatory AUS. 

 

Finally, as you can see on slide eight, VelocityEHS reported revenue growth of 20% over 

the prior year, with SAS revenue growing 23% over that same period. Velocity added 

462 new customers in Q3, bringing the total customer count to approximately 12,500. In 

Q3, the company closed 35 platform deals, now a platform deal meaning selling more 

than one module, which is a record number, and significantly higher than last quarter in 

which we had 12 platform deals. 

 

Velocity continued to enhance its platform with the acquisition of e3 Solutions out of 

Toronto, adding important air emissions, water and waste compliance capabilities. And 

we have an immediate pipeline of opportunities for this solution, which has an average 

selling price of roughly $30,000 to $50,000, and believe that 25% of Velocity's customer 

base are good upsell candidates. 

 

Velocity released a new mobile app during the quarter to enable online-offline incident 

management reporting capabilities, significantly broadening the utilization of this part of 

the platform. And finally, from a moat perspective, a database of online safety data sheets 



 
 

 

has now grown to roughly 11 million. In summary, we are pleased with the 

accomplishments we achieved in the third quarter, and are excited about unlocking value 

to the sale of GovDelivery. 

 

Our top priory this time is to lessen the discount we continue to see in our stock. And 

with over $170 million on our balance sheet, we believe we are well positioned to 

achieve this objective by continuing to build our three SAS businesses, while 

aggressively repurchasing our shares. 

 

With that, I'll turn the call over to Kirk. 

 

Kirk Morgan 

 

Thanks, Walter. Slides 10 through 12 summarize our consolidated results for the quarter. 

And again, just a quick reminder before I start. GovDelivery presented as a discontinued 

operation as of September 30, 2016. So therefore their results are excluded from our 

continuing operations for all periods presented in my discussion below. Revenue for the 

quarter was $27.9 million, up from $24.9 million in the 2015 quarter. 

 

Moving down our income statement, gross margin for the quarter and nine months was 

73%, which is a minor uptick from the prior year period. Sales and marketing, research 

and development, and G&A are modestly decreasing as a percentage of revenue, which is 

an encouraging signal, though increasing slightly on a dollar basis. 

 

GAAP net loss for both 2016 periods improved primarily as a result of lower stock-based 

compensation expense in the 2016 periods versus the 2015 periods. Adjusted net loss per 

share for the quarter was consistent with the 2015 period. Adjusted cash flow from 

operations was a positive $200,000 in the third quarter of 2016, which was better than our 

expectation, and compares to a negative $1.2 million in the 2015 quarter. 

 

Now let me walk through the GovDelivery transaction from a finance perspective. The 

$133 million we received brings our total liquidity post closing to over $170 million. We 

will report a gain of approximately $122 million in the fourth quarter of 2016, and an 

additional gain to the extent we receive the $10 million held in escrow. We will not owe 

federal income taxes in conjunction with this transaction as we were able to fully offset 

the gain with our capital loss carry-forward and any state tax owed will be borne by the 

buyer in addition to the $133 million of consideration. 

 

Now just to give some further color, absent our capital loss carry-forward in NOLs we 

could've had to pay over $40 million in cash, federal income taxes as a result of this 

transaction. 

 



 
 

 

After the GovDelivery sale, we have approximately $345 million of NOLs still available, 

including over $180 million immediately available. Here is some additional color on the 

businesses. 

 

Bolt had another good quarter from an operating cash flow perspective, reflecting 

improvement in bookings where cash in received in advance of revenue and also tight 

cost controls. VelocityEHS had another good quarter with respect to top line revenue 

growth, net income, and had record EBIDTA and record operating cash flow. 

FolioDynamix had a solid quarter from a bottom line perspective better than our 

expectations. Operating cash flow was positive again this quarter, and we continue to 

expect that FolioDynamix will generate positive operating cash flow for 2016 and 

beyond. Across our businesses, we remain focused to continue to generate bottom line 

leverage. We expect to see more of these improvements looking forward. 

 

Slide 13 and 14 provides the details of our quarterly revenue and A&I. The operating 

cash flow is set out on slide 15, and we expect 2016 to trend in a similar way as the prior 

year. Slide 16 sets out our financial profile for 2015 and year-to-date 2016 compared to 

our long-term targets. 

 

Now turning to guidance on slide 17 through 19, adjusting for the GovDelivery 

transaction for the fourth quarter of 2016 we expect GAAP revenue in the range of $28.5 

million to $29.5, non-GAAP net income loss for diluted share in the range of $0.06 to a 

negative $0.08 for diluted share, and positive non-GAAP cash flow from operations of 

between $1.5 million and $2.5 million. 

 

We do not expect the recent acquisition of SAS to contribute significantly to Q4 2016. 

We are finalizing our purchase price allocation. 

 

We expect annual GAAP revenue in the range of between $108.5 million and $109.5 

million, annual non-GAAP cash flow from operations between negative $2.7 million and 

negative $3.7 million, and annual non-GAAP net income loss per diluted share to be a 

loss in the range of $0.26 or $0.28 per diluted share. 

 

Reflecting our $9.5 million of year-to-date share repurchases, we expect full year 2016 

weighted average diluted shares of $37 million compared to the $37.5 million we 

originally forecast, not including any adjustment to shares outstanding for the recently 

announced Dutch tender offer. 

 

In summary, we are pleased with our performance for the quarter and year-to-date, and 

with that I would like to open the line to questions. 

 

 

 

 



 
 

 

Question-and-Answer Session 
 

Operator 

 

Thank you. We will now begin the question-and-answer session. [Operator Instructions] 

Our first question from the line comes from Kirk Materne from Evercore ISI. Please go 

ahead. 

 

Q - Ted Lin 

 

Hi, this is actually Ted Lin on for Kirk. Thanks very much for taking my question, and 

good morning everyone. So I know you guys aren't giving guidance for 2017 yet, but 

directionally, what we should be thinking about in terms of growth rate for 2017 for the 

remaining three businesses? 

 

A - Walter Buckley 

 

Yes, we were encouraged by what we are seeing in the growth in the second half of '16 

versus the first half, so the growth is accelerating, and we would continue to expect that 

to accelerate as we look into 2017 and growing to our long-term targets of 15% to 20% 

from a revenue growth standpoint. We continue to see good bottom line leverage, I think 

-- seeing the improvements that we saw with operating cash flow, we should continue to 

see that. 

 

A - Kirk Morgan 

 

And I will just add, I think that we were very encouraged by what we saw in the booking 

especially at Bolt and Flio this quarter. And Bolt at 4.5 -- over $4.5 million of ARR in 

2016, we really begin to be recognized in Q4, but majority of it will be in '17, and so I 

think we are setting ourselves up for a good 2017. 

 

Q - Ted Lin 

 

Great. So, could you actually go into a little more detail on Bolt? Are you thinking right 

now that the business is going to pick up in the back half of the year and the early part of 

2017, given the strong bookings trends that you are seeing? 

 

A - Walter Buckley 

 

Yes. I mean, the short answer is yes. I mean the -- we will begin to recognize some of 

that revenue in Q4, so you are going to see growth accelerate in Q4, and really 

throughout 2017 as we are able to recognize this revenue once the customer is integrated 

into the platform. So we feel good about that, I mean I think most of that growth is 

coming from existing customers. And so, what we would like to see now and the pipeline 



 
 

 

continues to build is new customer signings, and we are encouraged by what we see, but 

these are long complex sales cycles and we would like to see coming off a couple of 

those down and I think that could set ourselves up for a terrific 2017. 

 

A - Kirk Morgan 

 

Yes. And the team at Bolt has done a great job on the bottom line in terms of costs 

controls. So I think as we see the revenue that Buck is talking about, beginning to be 

recognized, we should see good operating leverage on the bottom line as well. 

 

Q - Ted Lin 

 

Got it, thank you. And then last one for me FolioDynamix and VelocityEHS are expected 

to be cash flow positive for 2016 and I think, looking ahead to 2017, are you expecting to 

be operating cash flow positive overall? Thanks. 

 

A - Walter Buckley 

 

Yes, I mean, we haven't specifically give up the guidance for '17. We are working on 

that, but we would continue to see those two businesses be operating cash flow positive, 

and we should be making continued improvement on the bottom line on a consolidated 

basis from an operating cash flow perspective. 

 

Q - Ted Lin 

 

Great. Thank you very much. 

 

Operator 

 

And our next question comes from Jeff Van Rhee from Craig-Hallum. Please go ahead. 

 

Q - Jeff Van Rhee 

 

Great. Several for me, the -- starting with Folio on the SAS acquisition, $4 million 

revenue base paying $1.5 million plus earn-out; on the $4 million, what's the historical 

trend here in terms of the growth and how should we think about -- I guess profitability, 

where are they now and then going into '17, is that a business that you see notable gaps 

that need to be plugged with spend? 

 

A - Walter Buckley 

 

Jeff, the last part of that question, I couldn't… 

 

Q - Jeff Van Rhee 



 
 

 

 

So, I am wondering as you look at their operations, in the past you had businesses that 

had very light, for instance S&M, or maybe some catch up on R&D et cetera as you look 

at -- or do you need to invest there? 

 

A - Walter Buckley 

 

We're stepping back for a second. I think talking about the independent RA market, it's a 

market that Folio, we believe is very attractive from an opportunity standpoint. It's large, 

it continues to grow, it's by and large less automated than the other segments of the 

marketplace, and with the new and enhanced rules and regulations that are coming down 

from DOL the needs to automate and to move into a real compliance perspective has 

increased significantly. So we find -- I think it's very attractive. We have based on our 

effort to penetrate the marketplace where we think this allows us to move into it fairly 

aggressively. And they bring some capabilities that we don't have, you know, much 

easier, simpler interface, very good execution desk and a good customer base. So, the 

growth with an asset sale, so I would say over the last 12 months growth has been flat, 

but the pipeline is strong and I think the combination of the –- of two businesses, you 

know, the elements that SAS brings and putting that into the Folio platform really 

position it, because in a way that SAS on its own wasn't really going to be able to 

leverage. And so, we think it's a one plus one equals a lot more than two frankly. 

 

And from a technology standpoint, it's basically –- well, from a breakeven standpoint it's 

basically breakeven. Not huge technology requirement frankly, it's more integration. And 

so we are excited about it. We think we will see good growth as we move into '17. Our 

pipeline is very strong and I think we have already closed a couple of deals. 

 

Q - Jeff Van Rhee 

 

Got it. And then I guess as you look at '17 specifically as it relates to Bolt and Folio, so 

Bolt is 4%, I think you commented and 7% for Folio. And then you also gave a lot of 

color and thank you for that, the granularity around the bookings and the ACVs, as you 

sort of size that up, obviously you are starting to get a sense of what baseline growth is 

for '17, for those businesses, you have obviously got pretty good visibility at this point 

what Q4 probably looks like. Is there -- without getting too precise, I guess, is there at 

least a floor level that you are comfortable with when you think about Bolt and Folio, you 

think they ought to grow at least this –- it would be better. 

 

A - Walter Buckley 

 

Jeff, I think a 15% is good for both of these businesses. I mean, just to put in perspective, 

this time last year Bolt had than 500,000 of ARR bookings, and Folio less than where 

they are today. So I think it's -- as you said, I think we've got fairly good visibility, but we 

are still in the middle of our planning, and we will have firm guidance in February, but 



 
 

 

15% I think is good for -- and there is no reason -- you know, there is a little bit tailwind 

that can grow faster. 

 

Q - Jeff Van Rhee 

 

Got it. And then last, I think it's just Velocity, I mean it's just been a fantastic business, 

you know, shown great leverage, great growth, et cetera. You've obviously got some 

opportunities to do some cross-selling here with maybe bigger ASPs. How should we 

think about the new customer capture there? There have been new customer capture 

engine, it looks like maybe ASPs are ticking up, and customer accounts are ticking down 

a bit year-over-year, do you envision that business continuing to bang out sort of flattish 

kind of customer add? Should it decline, should it grow, any color there? 

 

A - Walter Buckley 

 

I think quarter-to-quarter it's hard. I mean, we really need to look at on annual basis. I 

think that in the near term, you know, flat on a quarter-to-quarter basis probably makes 

sense as in some of the GHS, tailwind goes away, but ASP should go up in total as we go 

from 12 to 35 platform sales and up from there. So we're excited about the e3 acquisition. 

Frankly it brings the whole environmental side of the equation, EHNF platform equation 

to Velocity, and at least 20%-25% of our customer base are our prime target. So I think 

for the near term I think flat customer base growth is a good way to think about it, but 

increasing ASP. 

 

Q - Jeff Van Rhee 

 

I know, jeez, and pilling on it at ever faster rate. Velocity just on e3, just refresh me what 

the impact of e3 was from a revenue base and what you paid for it? 

 

A - Walter Buckley 

 

Yes. It's very small from a revenue standpoint, less than 500,000 annually. The platform 

has just been completely revamped from a SaaS perspective, from a cloud perspective. So 

it's state-of-the-art technology with very small -- very small team, and we paid a low 

seven figure number for it. 

 

Q - Jeff Van Rhee 

 

Thank you. Thanks. 

 

End of Q&A 
 

 

 



 
 

 

Operator 

 

And we're showing no further questions. 

 

Walter Buckley 

 

Well, we would like to thank all of you for joining us on the call this morning, and look 

forward to reporting our Q4 and full year numbers in February. Thank you. 

 

Operator 
 

Thank you, ladies and gentlemen. This concludes today's conference. Thank you for 

participating, and you may now disconnect. 


