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Operator 

Good morning and welcome to the Fourth Quarter and Full Year 2016 Earnings Conference Call. 

My name is Brandon, and I will be your operator for today. [Operator Instructions] Please note 

that this conference is being recorded. 

I will now turn the call over to Karen Greene, Karen you may begin. 

Karen Greene 

Thank you and good morning. This is Karen Greene with Investor Relations, and I want to 

welcome you to Actua's fourth quarter and full year 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 website at actua.com. Go to the Investor Information tab and 

http://seekingalpha.com/symbol/ACTA
http://seekingalpha.com/article/4053697
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you will see an icon for our fourth quarter full year 2016 conference call. The slides can be 

accessed through that icon.  

For those of you without immediate access to our website, the conference call and presentation 

slides will remain on our website and will be 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. 

The press release is also available on our website, which again is actua.com. To access the press 

release on our site, go to our homepage and select the March 9, 2017 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 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 successfully 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 cyber security 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 effectively, 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 will 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 for the fourth 

quarter and full year 2016. Kirk Morgan, our Chief Financial Officer will follow with Actua's 

financial results for the quarter and year. 
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2016 was a good year for Actua. Turning to slide five, let's review the highlights. We sold 

GovDelivery to investor group led by Vista Equity Partners, resulting in proceeds to Actua of 

approximately $133 million and a related gain of a $120 million.  

With a $170 million of cash on our balance sheet following this transaction, we increased the 

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

2016 we repurchased 5.6 million shares of Actua's stock, for $73.7 million. And as a reminder, 

we repurchased 4.6 million of those shares for $64 million through a modified Dutch Tender 

offer. Additionally year-to-date in 2017, we have deployed another $7 million, to repurchase 

over 500,000 shares. 

Now moving on, we completed the three strategic tuck-in acquisitions, two at VelocityEHS and 

one at FolioDynamix and expanded the capabilities of all three businesses, through a significant 

technology enhancements during the year. Finally, we achieved accelerated revenue growth in 

the second half of the year, which along with strong booking growth, sets us up well for a good 

2017.  

Now turning to our businesses, starting with slide six. BOLT's revenue growth in Q4 was 9% 

and 5% for the full year. BOLT bookings growth continued nicely. ARR booking for the year 

was over $5 million. This is well ahead of where we were a year ago, which is a low six-figure 

ARR bookings number and sets us up well for 2017. BOLT was operating cash flow positive for 

the first time in its history, and the operating leverage has improve significantly and we expect 

that to continue into 2017, as we begin to see sustained leverage in their model.  

BOLT recently introduced a new version of the platform, BOLT 8.0, which in addition to an 

upgraded version of BOLT's existing enterprise solution, also offers BOLT premium. Aimed for 

the mid-market with a more plug and play architecture and has a faster sales cycle and 

implementation process. A great proof point of the faster sales cycle is a BOLT premier deal, we 

just signed yesterday, a mid-six figure deal which was the culmination of a five month sales 

cycle.  

We have a second late stage deal in process, along with a growing pipeline. These are typically 

six-figure deals at the start with a potential to grow into low seven-figure annual revenue 

overtime. We finished the year with over 75,000 users on the platform, up from almost 50,000 a 

year ago.  

Additionally, the annualized opportunity to qualify risk going through the platform grew to $4.1 

million at year end, doubling from year end 2015. And finally during the quarter we signed a 

small insurance carrier. We also continue to see substantial growth at our existing customers. A 

large top five carrier doubled its rate of premium growth on platform from September to 

November, and then again from November to January. Another top ten carriers added 300 seat 

licenses over the course of 2016 while also signing a significant contract for a direct-to-consumer 

offering through the BOLT platform in Q4. This was just launched earlier this month.  



 
 

Finally carrier connections are up to 5,600 from roughly 4,900 at the start of 2016.  

As reflected on slide 7, FolioDynamix Q4 revenue increased almost 20% compared to Q4 2015 

and 3% year-over-year. Total bookings were approximately $21 million for the year adding $5.2 

million in new annual recurring revenue. We expect to see accelerating bookings momentum in 

2017 as we fully incorporate the Summit Advisor Solutions acquisition into our offering. As our 

pipeline reflects the market has been very receptive to our combined offering and our integrated 

sales forces is leveraging that demand which should translate into good growth in 2017.  

More specifically Folio has signed nine deals in Q4 and 23 deals in 2016. The company has also 

continued to receive excellent feedback on their new 8.0 version, and new improved software 

platform from industry consultants as well as customers. To-date [indiscernible] all 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 2016 were $6.7 billion compared to $4.7 

billion at the end of 2015.  

Now turning to VelocityEHS on slide 8, the company achieved a revenue growth of 20% over 

the prior year with SaaS revenue growing 25% during that period. Revenues grew 15% in Q4 

while SaaS revenue growth was 20% during the quarter. Velocity added over 2000 new 

customers in 2016 bringing the total customer count at year end to approximately 13,000.  

Bookings grew by 20% in 2016 over 2015 with software bookings growing 25%. More 

importantly the average contract value continues to increase our new deals growing over 10% 

compared to 2015 as the company sells additional products to existing customers and larger 

enterprise platform deals. In Q4 the company closed 54 platform deals. Remind our platform 

deal means selling more than one module to that customer. That 54 is a record number and 

significantly higher than last quarter in which we had 35 platform deals. Over the course of 2016 

Velocity significantly expanded its product platform with the acquisitions of ergonomics, air 

admissions, , water and waste compliance products.  

It also expanded it's labeling capabilities and released enhanced mobile functionality for online 

and offline incident reporting. The company was named the EHS Software Company with the 

greatest momentum by industry consultancy Verdantix. Probably most importantly VelocityEHS 

received the highest customer satisfactions scores in the industry, according to an industry wide 

survey conducted by the National Association for Environmental Management, the largest 

association for corporate EH&S [ph] decision makers.  

And we think this is a very important achievement considering the breadth of our customer base. 

Negative recognition reflects the strength, usability and flexibility of Velocity platform. In 

summary, though 2016 got off to a slow start, we are excited with the momentum we achieved 

across the board in the latter half of the year, most notably around accelerated revenue and 

bookings growth. We're also pleased with the value we unlocked through the sale of 

GovDelivery which provided us the capital to repurchase 64 million shares through the Dutch 

Tender offer.  



 
 

We'll continue to allocate our capital for additional share repurchases in 2017 as well as for tuck-

in acquisitions. Finally we believe the growth we achieved in the latter half of 2016 sets us up 

well for stronger performance in 2017. This coupled with continued improvement in operating 

leverage will ultimately drive long term shareholder value. With that I'll turn this over to Kirk 

and look forward to reporting to you on our next quarter.  

Kirk Morgan 

Thanks Buck. Slide 10 through 12 summarize our consolidated results. Revenue for the quarter 

was $29.3 million up 15% from $25.5 million in the 2015 quarter. GAAP net income loss was 

income of approximately $107.2 million, driven by the gain associated with the GovDelivery 

sale compared to a net loss of $52.2 million in the 2015 quarter which was impacted by a 

goodwill impairment charge of approximately $39 million recorded in the fourth quarter of 2015.  

Focusing on the quarterly metrics, gross margin of 74% is up from 73% in the 2015 quarter. 

Sales and marketing and G&A continue to decrease as a percentage of revenue while research 

and development continues to pick up on both a dollar and percentage of revenue basis as we 

invest in platforms across our businesses. Cash flow from operations was a positive $3 million in 

the fourth quarter of 2016, an improvement of over $3.3 million from 2015 quarter.  

Now turning to the annual figures, revenue was $109.3 million for 2016, up from $98.4 million 

in 2015. GAAP net income/loss was income of approximately $70.1 million again driven by the 

GovDelivery gain compared to a net loss of $96.1 million in 2015 which was again impacted by 

the goodwill impairment charge.  

Gross margin for the full year of 2016 was 73% which is up from 72% for 2015. Adjusted net 

loss for 2016 was a loss of $0.26 per share compared to an adjusted loss of $0.19 per share for 

2015.  

Slides 13 and 14 provides you the details of our quarterly revenue and A&I. Slide 15 

summarizes our share repurchases. Again we ended 2016 with almost $100 million of cash on 

our balance sheet after the GovDelivery sale and after repurchasing 5.6 million shares in 2016 

where we deployed almost $74 million in cash. As Buck discussed we have repurchased another 

500,000 shares so far in 2017 and we'll continue to be opportunistic.  

Let me provide some additional color on the businesses, again as Buck said for the first time all 

three businesses were cash flow positive in the quarter, which is a really important milestone. 

VelocityEHS had a great year achieving revenue growth of 20% and generated significant 

EBITDA and cash flow. BOLT and FolioDynamix had good years from a bottom-line 

perspective and BOLT had its best quarter from an operating cash flow perspective in the fourth 

quarter and improved cash flow on a full year basis 2016 over 2015 demonstrating improving 

operating leverage.  
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Now turning to our 2017 guidance on slides 16 through 18. We expect 2017 annual GAAP 

revenue in the range of between $125 million and $130 million. This represents annual growth in 

the range of between 14% and 19%. The revenue growth will be somewhat stronger in the first 

half of 2017 versus the second half given the comparably lower revenue growth we experienced 

in the first half of 2016.  

Turning to operating cash flow we expect annual GAAP cash flow from operations in the range 

of a negative $2 million to a positive $2 million representing a solid improvement over 2016. 

Consistent with prior years the quarterly build in 2017 will be little lumpy with early quarters 

being negative and improvement as we go into the second half of 2017.  

We expect annual non-GAAP net income/loss per diluted share to be in the range of a loss of 

between $0.10 to $0.15 per diluted share. Guidance for the year implies some very good leverage 

with respect to our revenue increase.  

I will conclude by providing a few metrics to assist you in building your models for 2017. In 

2017 we expect amortization expense of approximately $14 million to $15 million and stock 

based compensation of approximately $14 million to $15 million. Given our federal NOL 

position cash income tax expense is expected to be approximately $2 million to $3 million and 

primarily relates to state and foreign income taxes. We anticipate that depreciation expense will 

be approximately $2 million to $2.5 million and CapEx will be approximately $2 million.  

Shares outstanding at December 31, 2016 were 34.9 million and today stand at about 34 million 

reflecting our shares repurchased or withheld for payroll taxes so far in 2017 associated with 

some vesting. Our 2017 guidance assumes fully diluted shares of 32.5 million which excludes 

unvested restricted shares just consistent with prior years. In summary, we had a solid 2016 and 

look forward to creating value in 2017. 

And with that I'd like to open the call for questions. 

Question-and-Answer Session 

Operator 

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

from Evercore ISI we have Kurt Maddern. Please go ahead. 

Kurt Maddern 

Yeah. Thanks very much guys. Just maybe a first one for Kirk just on the, some of the 

commentary around Velocity would seem to indicate that the services part of Velocity is slowing 

down at this point that weighing on overall growth. I'm just trying to get sense on is that 

purposeful, are you handing off more the services work to partners, is it just you're getting to a 

point where you don't need as much professional services help, customers get setup, I was just 
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trying to get -- I'm just trying to get a better understanding between sort of total revenue growth 

and then say software revenue growth or… 

Walter Buckley 

Yeah.  

Kurt Maddern 

Total bookings and software bookings? 

Walter Buckley 

Yeah. Kurt, it's Buck. It's a good question. I think the most important element is the software 

growth from our standpoint which is really in a 25% range, and consistent with what we've seen. 

The service revenue we anticipated declining. The GHS standard came and went earlier this year 

and there was a push to really rewrite all the STS [ph] sheets globally frankly to come and take 

compliance and once that deadline came we knew that the service revenue were trail off and we 

expected that and plan for it and I don't think it's -- it just around the regulation. 

Kurt Maddern 

Okay. 

Walter Buckley 

But the business remains extremely healthy. 

Kurt Maddern 

Okay. And then just on Folio, obviously the markets, can you just remind me sort of the pricing 

model around that, obviously AUM is hopefully going up for lot of your clients given what the 

market has been doing. So just kind of curious does the upward sloping stock market help in 

terms of activity is it sort of indifferent to it --?  

Walter Buckley 

Yeah. 

Kurt Maddern 

I was just trying to get sense on how we should think about sort of the broader market dynamics 

around Folio? 



 
 

Walter Buckley 

Yeah. I think it's a good question, think of Folio two-thirds of revenue or software subscription 

based on sheets, as they land enterprise type clients whether it's bank and trust, brokerage or 

these large RA platforms. A third of business is primarily reflective of fee based customers 

where they're providing not only technology but also in many cases the investment platform 

through different product offerings. 

And that should probably increase as we enter the --- we enter the RIA space, and so we 

absolutely benefit from an expanding or growing stock market where that's part of the 

marketplace. I think frankly as well, there has been a lot of talk about DOL and the rules and 

regulations at DOL is going away. Frankly, we think that's actually a good thing. I think the 

industry's going to incorporate some of the best aspects of DOL around fee transparency and 

really sort of plain English language, so clients understand exactly what they own and what 

they're paying for. 

But we think that if the DOL sort of shadow -- sort of flows the market in 2016 and we're seeing 

a lot more activity in sort of latter part of this year and once the election occurred and now in 

2017 and so we think actually there is a tailwind as a result from an overall market perspective. 

Kurt Maddern 

Okay. And then just last one for you guys. Obviously a good year in terms of cash flow for Folio 

and Velocity and obviously seems like BOLT made some progress on that front as well. If I sort 

of infer what your guidance is saying, I would guess that obviously Folio and Velocity will 

continue to make progress on operating cash flow albeit may be held down all of it by the tuck-in 

acquisitions and Bolt is getting better, but it's still probably not cash flow positive for the full 

year. Is that sort of fair assumption? 

Walter Buckley 

Yeah. I think that's exactly how to model it Kurt we're still seeing improvement in Velocity and 

Folio, but really nice improvement at BOLT, although it just slightly negative sort of thinking of 

it all 2017 for BOLT. 

Kurt Maddern 

Okay. Great I'll handed over to others, thanks guys. 

Walter Buckley 

Thanks. 

Operator 



 
 

From Craig-Hallum we have Jeff Van Rhee. Please go ahead. 

Jeff Van Rhee 

Great, thanks. Numbers look good, guys. Couple from me, as it relates to bookings Buck I think 

you touched on for Folio for 2017, you're looking for acceleration. Just to be clear, is that going 

to be bookings acceleration outside of the SAS acquisition? 

Walter Buckley 

Yes. I mean just to answer correctly and I'll give it some color. We actually saw good, really 

good booking for Folio in Q4, almost $2 million of ARR. And we think that the SAS acquisition 

certainly significantly expand the TAM, for investment market portfolio and we're excited about 

what we are saying in the RIA space in general. But also as we look at the pipeline the level of 

activity really across the broad, and from a bank and trust standpoint from the large account 

standpoint is up significantly in the last say three to six months. And so, we [indiscernible] but 

it's a little bit more, it's a little lumpier. But I would say the level of activities probably as we 

have seen since we have owned the business. 

Jeff Van Rhee 

That's great. So, and then secondly from me the -- on the BOLT side of business, just you were 

giving, I think some metrics around total deals in the pipe or mature deals I think you defined it, 

and then how many were added and you closed, I guess outside of that can you just talk about the 

pipe versus a year ago what stands out to you in terms of differences in the BOLT pipe now 

versus a year ago? 

Walter Buckley 

Yeah, I mean the pipe by and large from an enterprise we talked about in the script that we 

released 8.0 officially earlier late last week or early this week. 8.0 is both a new version for the 

enterprise platform as well as the premier product which is more sort of I'll call it now mid-

market where it's more plug and play. It's also aimed for large carriers who just want to have a 

small division that want to deploy it.  

From an enterprise pipeline standpoint, the pipeline by and large is a little unchanged and we still 

-- there are still a healthy number of deals that are -- continue to mature. Obviously frustrating to 

kind of get it across the line. But I think they are closer than they were and again it's very 

difficult to predict, but we're certainly encouraged.  

In addition from a BOLT premier standpoint which is really sort of that mid-market offering I 

mention, we closed the deal yesterday, with a fair five month sale cycle and that's really unheard 

of in BOLT history. And I think that bodes well for sort of mid-market carriers as well as what 

carriers who want to put their foot in, their toe in the water. And we think it's sort of good 



 
 

combination. So I think overall the pipeline is better today than a year ago, but frankly until we 

start closing some of these big deals the proof's in the pudding and we just sort of bide our time. 

Jeff Van Rhee 

Yeah, that makes sense. A couple of last numbers related clean ups here, what was the organic 

growth for Q4 and what's embedded in the '17 guide organic and then last one just Kirk, on the 

gross margin, obviously very nice performance here on gross margin. How do you think about 

gross margins as we go into '17? 

Kirk Morgan 

I'll take the latter and I'll go before, I think margins I would think probably stay roughly the same 

on an annual basis, maybe tick-up a little bit, Jeff, but not a tremendous leverage there, with 

more of the leverage coming in the sales and marketing and G&A lines as we think about '17.  

Organic growth, it was slightly less than the 15% for Q4 and that would be slightly lower but not 

tremendously lower for the full year of '17 versus the 14% and 19%. 

Jeff Van Rhee 

Okay. Great, and also thank you. 

Operator 

And from Barrington Research we had Vincent Colicchio. Please go ahead. 

Vincent Colicchio  

Yeah, question about the platform deals at Velocity, what's driving the strength there, is that 

simply greater breadth of system capabilities? 

Walter Buckley 

That's a great question. And I think it's a couple. One, our platform has expanded significantly. 

So we now have product offerings in areas that we didn't have and weren't really able to compete 

with, especially in air and water admissions, carbon footprint offering and ergonomics. And so 

we're able to play in these large RFPs in a way that we couldn't 12 months ago. In addition we've 

expand our sales and marketing. We have put additional sales and market resources into the 

enterprise and large and mid-market area and I think that's paying dividend as well.  

And so we are very encouraged and you'll just continue the growth rate in the enterprise space 

should be significant in 2017, based just on our pipeline and the momentum we have entering the 

year. 



 
 

Vincent Colicchio  

Okay. And then is there any potential for federal rollback of regulations on the Velocity side that 

could be -- could have an impact? I would think not, but I am just curious? 

Walter Buckley 

Yeah, I know it's certainly a question we have gotten and I think to think about it this way, the 

laws and rules around and regulations just around sort of chemical management, incident 

management reporting have been in place for almost 40 years now, and they are also global 

standards. And so we think the likelihood of roll back for these types of laws and rules and 

regulations certainly would be on the very low side.  

I mean it would be hard to imagine frankly, in the sense this is also sort of best practice for how 

to treat and deal with your employee base and there also a fair amount of litigation behind it, if 

you are not training your workforce and have the sort of state-of-the art products in terms of 

handling, how to handle chemicals, how to deal with incidents and the like and so, there may not 

be a tailwind as we enter 2017 but I don't think there is a whole lot of -- we don't see a lot of a 

headwind either. It's sort of just -- it's the right way to run your business and deal with your 

employee base.  

Vincent Colicchio  

Okay. And Kirk I didn't follow what you said in terms of organic growth outlook for 2017? 

Could you repeat that.  

Kirk Morgan 

Yeah, so our GAAP growth is 14% to 19% and what I was saying is our organic growth would 

be probably a couple of percentage points lower than that.  

Vincent Colicchio  

Okay, thank you. That's it for me, thanks guys.  

Operator 

Thank you. We will now turn it back to Walter Buckley, for a closing remarks.  

Walter Buckley 

I'd like to thank all of you for joining us this morning and we look forward to reporting our Q1 

results in early May. Thank you.  



 
 

Operator 

Thank you. Ladies and gentlemen, this concludes today's conference. Thank you for joining. You 

may now disconnect.  
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