TECHNOLOGY CFO OUTLOOK

PIVOTING FROM RECESSION TO RESILIENCE
FEBRUARY 28, 2023




2023 Technology CFO Outlook Survey

16t annual survey of technology industry CFOs, which is
conducted by independent market research firm, Rabin.

m Area of Operations

@ Public 50% @ Us.only
@ Private, independently owned  25% ®

. Private, PE/VC-backed 25%

U.S. and other regions
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Overview of Discussion

Four Priorities Areas for Tech CFOs:

@ Building Trust

@ Navigating the Tax Landscape

@ Strategic Resilience

@ M&A and Exit Strategies




Meeting the Moment

How the Tech Industry is Prioritizing Trust in 2023




Tech Sector Responds to Increased Scrutiny

74% of tech CFOs are actively working to build customer & stakeholder trust in their company

Environmental Reliability
Overall company Cybersecurity sustainability of service
0 0 0 (o)
4% 69% 69% 65%
Commitment to diversity, Financial Data
equity and inclusion Supply chain transparency protection

0 0 9

63% 61% 60% 54%
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Spotlight: Data Privacy

23% of tech CFOs ranked data privacy as their top business priority for 2023

Top 2023 Business Priorities

Data privacy

Cutting costs 21%

Innovation 21%

M&A integration

Recruiting/retaining talent

1% reported none of the above
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How Tech is Handling Data

Data Collection and Handling

Employees clearly understand practices

83% Where are best practices lacking?

) N ! 5 More than a quarter of CFOs were unable
Transparent with customers about policies and practices 80% to say their company:

Customer data uses fully adhere to data privacy policies 72% P Only uses data in ways that adhere
to privacy policies

Only collecting needed customer data

71% » Only collects data needed

4

> /] \ N\ N ‘
- -

|IBDO



12

’
S

®

potlight: ESG

Tech’s Top 5 ESG Objectives

ESG strategies on the rise

41% of tech CFOs plan to pursue an ESG
strategy in 2023, up from 27% in 2022

Managing ESG risks and
compliance

40%

More reactive than proactive Improving ESG rating

48% of companies say their approach is
centered on compliance

ky»’8 Improve access to capital

Room for growth remains

Only 34% say ESG is currently an imperative
or an ingrained part of their business

Embed sustainability into
business strategy

ESG shows ROI

45% of tech CFOs say their ESG initiatives have
generated new sources of revenue

Improve brand reputation
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Navigating the Tax Landscape & = -
Why Tax is the Tech Industry Boogeyman - - "
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Tax Priorities in 2023

Understanding Increasing tax Improving Transforming Understanding Lowering total
the business transparency tax risk tax operations the tax tax liability
implications in reporting management implications
of tax policy of strategic

changes business

decisions




Spotlight: Inflation Reduction Act ,
Keeping an eye

Tech is wasting no time on Congress

41% of tech CFOs have already assessed

how the IRA will impact their tax liability 66% of CFOs believe
additional tax reform is a
somewhat or significant risk

, in 2023

ESG carries over to tax

89% of companies plan to/have already This is down from 81% who

taken advantage of expanded clean believed the same in 2022

energy incentives and funding One possible reason - higher

expectations of legislative
gridlock under a divided U.S.
Reexamining existing plans Congress

80% plan to or have already revisited
their decarbonization plans in response
to the IRA
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Top Tax Liability Factors
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37% 35% 30%
State taxation of Tax obligations for Inflation Reduction
digital services out-of-state Act of 2022

remote workers
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Tax Actions

How tech CFOs are responding to state sales and use tax changes

Planned for next Taken in past Planned for next
12 months 12 months 12 months
(2022 CFO Survey) (2023 CFO Survey) (2023 CFO Survey)

Upgrading technology for state and local tax processes
(rate monitoring, exemptions, filing, automated compliance etc.)

Considering legal structure changes 38 % 45% 42%

Hiring employees or outsourcing resources to comply with additional o o o
sales tax compliance requirements 39% 33% 57%

Reevaluating state and local sales and use tax compliance

Registering with additional state tax authorities
(including voluntary disclosure agreements)




An Expanding Role for the Tax ;

True or False

My company'’s tax function...

o provides strategic value to the o
70 /a broader business 30 A"

is regularly invited to weigh in

62% on business decisions before 38%

they're made
has no difficulty meeting
0 0
55 /{3 compliance deadlines 45 -’6

o is adequately resourced to o
72 /E' meet current business needs 28 /E'

effectively leverages automation
and other technologies in
day-to-day execution.

69% 31%
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Growth Strategies for Resilience
How Tech CFQOs See Opportunity in 2023
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Tech has a Bullish Outlook

Despite headlines and economic headwinds,

middle-market tech had a good year on paper 5 3 0/

Revenue Profitability

A Increase V¥ Decrease A Increase V¥ Decrease
2022 Prediction 77% 12% 80% 9% .
2022 Actual 79% 1% 80% 5%
2023 Prediction 80% 4% 76% 1% of tech CFOs anticipate

double-digit revenue
growth in 2023
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Public vs. Private Divergence on Opportunities

Public Private

Increased operational efficiency 32% 42%
2023 Product/service upgrades 34% 20%
g:gwth Customer experience improvements 20% 20%
Drivers New product/service offerings 10% 12%
M&A 4% 4%

Public Private

ESG 40% 42%
2023 Cost optimization 44% 36%
Organic Product or service expansion 48% 30%
Growth. Restructuring or reorganization 36% 32%
SUCUSl 1 il transformation 34% 32%
Geographic expansion 34% 32%




M&A Has Small Role To Play

M&A Integration Challenges

19% of organizations plan to pursue an 2% Technology
acquisition, down from 34% in 2022

Product/service
roadmaps

21% of organizations plan to pursue a
joint venture, down from 25% in 2022

People

Overall deal
governance

58% plan to slow or completely pause
integration plans for existing acquisitions Processes




Exit Strategies in 2023

Carve-out
or divestiture

21%

Enterprise sale to a strategic
buyer/competitor

33%

IPO/SPAC*

24%

PE/VC investment

33%

*Private companies only

IBDO
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Download the
full report at:
bdo.com/technology
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QUESTIONS & ANSWERS
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About BDO USA

At BDO, our purpose is helping people thrive, every day.
Together, we are focused on delivering exceptional and
sustainable outcomes — for our people, our clients and our
communities. Across the U.S., and in over 160 countries through
our global organization, BDO professionals provide assurance,
tax and advisory services for a diverse range of clients.

BDO is the brand name for the BDO network and for each of the
BDO Member Firms. BDO USA, LLP, a Delaware limited liability
partnership, is the U.S. member of BDO International Limited,
a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.

About BDO Capital Advisors

BDO Capital Advisors, LLC, a wholly-owned affiliate of BDO USA, LLP, is a leading middle market
investment bank that focuses on sell-side advisory, acquisition advisory, capital raising and board
advisory services with offices located throughout the United States. The firm has deep industry
knowledge, extensive cross-border transaction experience and superior execution capabilities. The
firm has broad industry expertise and contacts having closed transactions within the Manufacturing &
Distribution, Consumer, Food & Retail, Healthcare & Life Sciences, Business Services, Energy &
Natural Resources and Technology, Media & Telecom sectors. Our seasoned investment bankers have
collectively advised on hundreds of transactions for a variety of clients including family-owned
businesses, entrepreneur-led companies, public corporations and leading private equity firms. Our
professionals also draw upon the full depth and breadth of BDO USA’s national resources which
include 70+ offices and more than 8,200 professionals located throughout the United States.

The firm has worldwide access to buyers, sellers and offshore investors via the Corporate Finance
practices of BDO International’s network of independent member firms. BDO International Corporate
Finance firms operate in approximately 120 countries with approximately 2,500 professionals who
are able to meet the investment banking needs of clients across the globe.

www.bdo.com
BDO Capital Advisors, LLC is a separate legal entity and is an affiliated company of BDO USA, LLP, a
Delaware limited liability partnership and national professional services firm. BDO Capital Advisors,
LLC is a FINRA/SIPC member firm. For more information please visit: www.bdocap.com
Material discussed is meant to provide general information and should not be acted on without professional advice tailored to your needs. I BDO
© 2023 BDO USA, LLP. All rights reserved. 2
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