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Why software subscriptions are all
the rage?



SaaS subscription revenues will
reach 17% of ISV revenues by 2013
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Global software market $31
(USS billions)

Saas
531

Mon-5aas
526 Saas

/ 510
51

MNon-Saas
5122

Mon-Saas
5214 Non-5Saas

$149

Saa5 share of total software revenues

SaasS 17% Saas
$16 $50

7%

2010* 2013~

Source: Forrester Research, Jan 12, 2011 “Which Software Markets Will SaaS Disrupt” Report



Firms have strong intentions for
the adoption of SaaS software

Firms' plans to adopt the following SaaS offerings/approaches

Planningto | Planning to [ Implemented, I Expanding/ M Interested ] Not [l Don't

implement  implement  notexpanding  upgrading but no
in the next in a year or implementation  plans

12 months more

Saas for industry-specific processes like claims
management or sale/VAT reporting for retail

Saas for infrastructure and management
software like enterprise and IT asset and
business service management

SaaS supporting horizontal business
processes like CRM and HR 10% 13% 10%

SaaSs for collaboration or email-as-a-service like
WebEx, Microsoft BPOS, or Google Apps 1% 11% 11%

interested  know

28% 24% RS

Base: 1,031 North American and European IT/services decision-makers

from enterprises with 1,000 employees or more

Source: Forrsights Services Survey, Q3 2011



Although consumer’s still shy away
from commitment

“For each of the following types of applications, please indicate which you pay for via
a recurring subscription or a one-time purchase fee.”

Pay for a
Only access recurring
for free Pay once subscription

Security (e.g., antivirus) 42% 13% 15%
TV/movies 59% 6% 5%
Magazines/newspapers 59% 4% 4%
Games 44% 15% 3%
Music 51% 13% 3%
Cloud storage/sync (e.g., Dropbox, SugarSync) 78% 3% 2%
Finance (e.g., expense management/budget tracking) 66% 9% 2%
Productivity (e.g., word processing) 49% 22% 2%
Education 73% 4% 2%
eBooks 72% 9% 1%

Base: 5,147 US adults

Source: Forrester's North American Technographics® Telecom And Devices Online Recontact Survey, Q3 2011 (US)
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The unseen challenges for ISV’s



Managing subscriptions Is easy,
right?
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No. There are many hidden

challenges...
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SaasS buyers don’t exhibit the
same behaviors as your
existing.customers —
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Selling extensions
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The subscription experience
needs to be embedded In the
product experience
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Revenue recognition is a big
headache with recurring
business models
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many tactics



Subscription based business
models alone no longer cut It
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® Now, multiple business models
are used to monetize SaaS




SaaS comes In different sizes



Freemium Is everywhere



i 75_

Legacy perpetual ownership
products live side-by-side SaaS
products
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MICROTRANSACTIONS

Because buying the game is never enough.



Post pay / usage-based billing Is
7/~ essential for certain services W\
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Navigating the solution landscape
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Assembling a home grown solution may be viable in the short term, but should
not be underestimated and will likely constrain growth in the long-term

Front
Office
subscription billing entitlements / provisioning

© 2012 Forrester Research, Inc. Reproduction Prohibited

I Custom development
. Existing in-house systems . Required partner solutions




Use A Recurring Billing Platform

Using a platform to manage subscriptions will simplify many of the challenges
but requires assembling multiple solutions together

Front
Office

Subscription & Recurring Billing Platform

chargebacks entitlements / provisioning
Office Bl & analytics subscription billing -
— s

Fraud Sales Tax
Screening Engine
I Custom development
| Existing in-house systems Optional partner solutions

. Core solution . Required partner solutions

© 2012 Forrester Research, Inc. Reproduction Prohibited 29



QOutsource To A Commerce Partner

Full service digital commerce solutions provide an integrated suite of solutions
and services across channels and markets, but may be overkill in some
scenarios

Front
Office

Digital eCommerce Platform
Back

|| Existing in-house systems
. Core solution

© 2012 Forrester Research, Inc. Reproduction Prohibited 30
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Considerations for successful SaaS
monetization
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Consider your merchandizing
| reguirements
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Empower your channel partners




Channel partners are critical to a
successful SaaS strategy

How frequently does your firm subscribe to cloud (SaaS/web-based/hosted) buy software
from the following channels or sources?

Never Occasionally (1% - 25% of the time)
Frequently (26% - 50% of the time) Most of the time (51% - 100%)
Don't Know
Direct from the software vendor, whether
through its website, phone, or salesperson 17% 24% 22% 33% 3%
From a software vendor's solutions partner 35% 32% 18% 11% | 4%
F lication h .g., Rack
rom an app |cat|ng1)S§3rt§é)(e g., Rackspace, 51% 27% 11% 7% 4%
From a vendor-sponsored online application
marketplace 52% 30% 10% 5% 4%
From a communications service provider (e.g. 0 0
AT&T, BT, Orange, Deutsche Telekom) S7% 28% 9% 3%4%
From a third-party online application
marketplace (e.g., AppDirect, OpenForum, 71% 18% 492% 5%
OfficeArrow)
Brick-and-mortar retailer or its online store 80% 13% 2%#%

Base: 683 IT decision-makers, line-of-business professionals, information workers and channel partners

Source, Forrsights Software Survey, Q4 2011 36

© 2012 Forrester Research, Inc. Reproduction Prohibited



I Don’t underestimate the challenge
| of selling globally
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Experiment and follow a path of
continuous optimization
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Go Beyond Subscriptions

Michael Ni
SVP, Products and Marketing
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Question on How To Monetize Your SaaS Business Model

® Facts / Figures on SaaS Market
®© Framing Your SaaS Strategy
© What You Need — Going Beyond Just Subscriptions

© Customer Examples

® Wrap Up







35% of ISV's are in process of trying to
move to SaaS - Saugatuck Technologies

About half of ISV's worldwide plan to

_' create a separate entity or BU to being the
@ migration to Cloud and SaaS — Saugatuck Advisors

50% of ISV's will FAIL ONCE before rolling
out a successful SaaS strategy - Montclair Advisors
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Starts With Defining Your Strategy

Considerations, End State, Archetypes

| Traditional | Hybrid

How You Target

Customization /
Integration Level

Vendor Drivers /
Objectives

Market
Characteristics

Channel
Characteristics

Existing & new
customers with
on-premise only

High

Lock-in, high
margins, Cash
Cow

Mission critical,
vertical,
regulated

Implementing
and developing
solutions

All use on-
premise & Saa$S
solutions

Partial

Add-on revenue,
competition,
extend life of

current platform

Platform, LOB +
IT buyers, bolt on
processes

Creating solution
sets, responsible

for success
44

New customers
use Saas, existing
use on-premise

Low for SaaS

Competition,
new markets,
increased
valuation

SMB, limited IT /
infrastructure,
limited funds,

cyclical, LOB

Aggregated
demand

Newer or non-
businesses, SaaS
only

Low, Add-on’s

New
markets(remove
costs, tech
barriers),
disruption

SMB, limited IT /
infrastructure,
limited funds,

cyclical, LOB

Aggregated
demand
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Key Challenges of Subscriptions and SaaS
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Your Customers Want... Software Vendors Have... Both Need...
— Homegrown, Online, Multi-channel,
Instant Gratification Disconnected Channels Beyond AppStores

Multiple Revenue Models,

Pay As You Go Pay In Advance Autormation
Personalized Service FOeHCUStomEY Subscriber / Renewals
Relationships / Systems Management
- svengace



What You Need — Total Commerce Solution
Channel-Enabled, Flexible, Matched with Services

Monetize Every Touchpoint
¢ Online and Offline

=% Automate Your Revenue Models

<, Flexibility, Automation, Billing/Payment

Accelerate Your New Market Expansion

e Control, Expertise, Scale

Retain and Renew

e Empowered Channels To Service and Engage




What You Need. What We Do?

An full eCommerce solution that enables Software
and SaaS companies to sell their products via any
channel, any model accelerating global sales

Channel Affiliate

eCommerce Management Management

Avangate Commerce Platform




Who Is Avangate

Avangate is the agile eCommerce solution provider trusted by small and mid-

sized Software and SaaS companies to grow their revenue worldwide

® 6 Years in Online Commerce f o
e . ]
0 = WINNER o
O G rOWth Of SOA-I- Commarce Solutions 2011 100 :
© 2,300+ Customers .
//CODiE/
®© Headquarters in Redwood = 2012 A CODIE FINALIST

Shores, CA

xxxxxxxxxxx
poes

EUROPA

© Offices in the Netherlands, N
Romania, UK, Taiwan, Russia |




Avangate Clients

Software & SaaS - Security, Multimedia, Utilities... 2,300+ Companies
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http://www.cyberlink.com/

Monetizing Saa$
Customer Examples

Pure SaaS — Teamlab
Hybrid — Total Defense




Snurtzfurqe Browse Blog Support Newsletters Library Go Parallel Register LogIn

TeamLab (Pure SaaS)

A multi-function online service for business collaboration, document & project management

%2 183ML3a0 Exras Feawres Blog About #% ENQUSN »  dignm

Create Your Web Office in the Cloud

Boost your business using our tools Registration

Projects
5 47
F All the essentialy Impo facebook l,!«- LS Al Search for people, places and things
Description e Et e vt
efficiently. >
TeamLab is an open-source platform for busir

include: Projects, Documents, Milestones, Ta!
Instant Messenger, Document Management, (

TeamlLab Web Site >

Update Notifications

User Ratings

89% - mm

RECOMMENDED

=L w1

NETWORKWORLD

“The Teamlab software is incredibly intull

BUSINESS
INSIDER
“Best of all, TeamLab s completely freg

makeuseof

“The service Is perfect for small business

6,650 likes - 209 talking about this

Product/Service

TeamLab is a multifunctional online service for
business collaboration, document and project
management. Visit us: http://www.teamlab.com/

About Photos Video tutorials

&) Like \ Message # v

E !b 6’ 650 n

Blog Likes




Collaboration & CRM ... SaaS Fit

For B2B, Collaboration (& CRM) Early SaaS Adopters

* Target: B2B & prosumers

e Customization: Configuration, not
customization centric

* Objectives: Enter new, high growth
market in pivoting from server-based
product

* Market: Low cost, rapid innovation,
shared resources, social, broad access,
fast implementation, low barriers for
global expansion

* Channel: Distribution-centric for
awareness generation

52

Features Overview
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&
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Project Management

Build teams and assign tasks. Schedule project milestones, track
project actity and generate reports.

Business Collaboration

Create posts in blogs and forums, view employee detadls. Share
photos, bookmarks and Wik pages.

Document Management

! Create, edit, save and share documents drectly on your portal.

(
16

Ead g

2

Import docs base from Google Docs, Zoho, Box net. Integrate
‘documents into your project module.

Calendar

Organize your personal and corporate work schedule. Set
meetings, amange briefings, coordinate team activities. Track past,
aurent and future events.

Customer Relationship Management

Manage your customer relations directly on your portal. Use the
mutifunctional system to build efficient clients interaction.

Mobile Version

Manage projects from Android or i0S mobile phone. Track and
join team actities on the move. Access documents and make notes
regardiess of location

Portal Address

this button you
1 “teamiab.com

“Free Sign Up

Outside Publications
@ OPEN Forum

“An up and coming oniine collaboration
service, TeamLab offers great flexbilty for
s users that seek to closely manage ther
8amS and 385G Varous Projects 1o
individuals.”

L Live Enterprise
“TeamLab adds CRM-moduie. It's a pretty

nice and easy-to-use CRM system that
includes contacts, tasks, opportunibes and




TeamLab - Fully Embracing SaaS

Lessons Learned ... and Still Learning Them

Strategy e Created / funded new company
/Financial e Aligned for new market penetration

e Freemium / Trial > Usage Tier monetization
e Shift to benefits, not tech->online marketing

Goto Market

e Channel / evangelist-reseller focused to gain

Sales Focus broad awareness, acquisition, monetization

Product / e 6 month prototype, rapid market iterations
Development * Voice of the customer guidance

Operations / e Security / Privacy around the world
Support * Multi-channel user feedback — user voice

53 aSveEnNosce




Total Defense
Hybrid - Both Download and Saa$S For Current Customers

A Global Leader In Malware Detection And
Anti-Crimeware Solutions.

Over 50,000 businesses across a wide spectrum of industries have

deployed the company's solutions, including some of the most
sophisticated buyers of security technology worldwide, and over four
million consumers worldwide use Total Defense's products.




TOTAL
DEFENSE"

Market Opportunity Driven
Cloud / Mobility Creates Customer Need For SaaS Solution

* Target: Current B2B customers,
future B2C

e Customization: Mixed with rules
configuration for mobile solution

* Objectives: Penetrate with whole
solution, block competition, extend
the life of the current platform

* Market: Edge, non-core, mobile,
offloading infrastructure

* Channel: Resellers play key role in
education, configuration, success ...
distribution B2C easier




TOTAL
DEFENSE"

Embracing The New Model

Lessons Learned ... and Still Learning Them

Strategy e Experienced Exec Team
/Financial e Accelerated past dip w/ M&A

e Sub-segmented customers
e Enabled existing channels to handle / renew

Goto Market

e Accelerated — rapid trials vs. IT barriers
Sales Focus - .
e Servicing —away from acquire & renew cycle
e Completely different team 2> M&A
Product / Arch el L
e Everything measurable — reporting ‘aaS
Operations / e Worldwide SLA delivery ... burning cash
Support e Beyond transparency — proactive comm




CLOUD SECURITY

THE NEW ERA OF
CYBERCRIME REQUIRES
A NEW MULTI-LAYERED
APPROACH

Total Defense Cloud Security Solutions

Cloud-based security, or Security as a Service (SaaS), is an increasingly popular and effective means of gaining enterprise-class
Internet security but without the need for additional hardware, tedious administration, or IT expertise.

Total Defense Cloud Security provides your organization with a versatile and flexible Web or E-mail security platform - enabling you
to protect your users anywhere and on any web-capable device. As a hosted solution, Total Defense Cloud Security enables
considerable advantages over traditional in-house security solutions.

b Instant Deployment - connect to the service and you're » The Experts Work for You - your Web traffic is managed 24/7 by
immediately up and running. Internet security experts and modeled against other networks to
detect traffic anomalies.



Monetizing Saa$s
Going Beyond Subscriptions

© The evolution of customer preferences for SaaS software products
© Start with the End in Mind
®© Think Customer - Service at Every Touchpoint

© Classic & New Revenue Models, including perpetual, freemium,
subscriptions, and usage based billing are increasingly intertwined

®© Revenue Models = Business Models iteration
®© Automate to effectively service/entitle, bill/pay & manage margins

®© The role technology partners in supporting SaaS monetization

58 SEnNgsSce









Thank You!

To download the Forrester Reports or more information on Avangate
and SkyCommerce, please visit www.avangate.com

Avangate Inc.
Redwood Shores CA., USA
Tel: (650) 249 - 5280

Avangate B.V.
Amsterdam, The Netherlands
Tel: +31 20 890 8080

info@avanate.com sl/eaMN0sEe

www.avangate.com generate e-sales IJ




The Avangate Difference

The only multi-channel, multi-model integrated Commerce service provider

that can grow with your business worldwide

® Integrated, cloud-based commerce
platform for software & Saa$S

® Built for agility - minutes not months
® Proven global scale, local expertise

© Comprehensive Managed Services

© Strategic partnership




