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The 'Office of CFO' SaaS spans across several segments and operates in a highly
fragmented European market today.
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CFO SaaS Segments Definition & Select European Examples

Platform with a general ledger at the core for recording, tracking, and analyzing
financial data, which helps to maintain accurate and up-to-date financial records.

Designed to automate and streamline the process of managing employee
compensation incl. wages, bonuses and deductions. Features can extend to broader
HR features i.e., time sheets, employment benefits, etc.

Streamline and automate business’s accounts payable processes to provide better
visibility and financial control.

Facilitates the automation of recording, sending invoices, collecting payments, and
reconciling unpaid balances. Features incl. billing & and invoicing, customer
statements, receivables ledger, payment processing bill, credit management, etc.

Setting and achieving specific financial goals through careful management & allocation
of resources (budgeting).

Sub-function of accounts receivable to create, manage, track, and process electronic
invoices and bills payments. Features incl. invoice history, expense tracking, contact
database et.

Corporate spend management overseeing employee expenses and reimbursements.
Features incl. real-time expense tracking and reporting, automated reconciliation,
card-issuing, subscription mgmt., custom approval, and workflow automation, etc.
User interface and functionality that customers interact with when visiting an e-
commerce checkout or POS.

Designed to help businesses manage their interactions with customers and potential
prospects to streamline sales and marketing efforts.

Notes: *Bucketed based on select marketed feature set(s)
Source: Flagship Advisory Partners © Flagship Advisory Partners, December 2023
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Needs and buying behaviors for office of CFO SaaS vary across business segments.

Several Saa$S specialists compete to address such needs.

Merchant CFO SaaS Importance and Domain Complexity

<10 FTE

= Simple SaaS needs;

Complexity of SaaS
Needs by Business Size

predominately financial
admin

= Prefer bundled Saa$S

SaaS Needs:
Accounting & Tax HIGH
A/R Automation
LOW
A/P Automation
Payroll

Financial Planning
Low
CRM

E-invoicing & Billing HIGH

Spend & Expense Mgmt. LOW

Commerce Front-end HIGH

BUNDLED
SOLUTION

SaaS needs are
catered for by

Accounting
Platforms which
offers ancillary
SaaS services

Specialized vendor

10-49 FTE

= Simple Saa$S needs;
predominately financial

= Prefer bundled Saa$S

= May use specific specialists

HIGH

LOwW

HIGH

HIGH

BUNDLED
SOLUTION

SaaS needs are
catered for by

Accounting
Platforms which
offers ancillary
SaaS services

Specialized vendor
Specialized vendor

Specialized vendor

50 - 250 FTE

» Sophisticated SaaS needs

» Some usage of specific SaaS
platforms for more bespoke
needs

HIGH

HIGH

BUNDLED
SOLUTION

SaaS needs are
catered for by

Accounting
Platforms which
offers ancillary
SaaS services

Specialized vendor
Specialized vendor
Specialized vendor

Specialized vendor

>250 FTE

= Highly sophisticated

= Prefer to use separate SaaS
platforms for each of the

needs

HIGH

Importance and Deployment of SaaS Needs by Business Size

Specialized vendor
Specialized vendor
Specialized vendor
Specialized vendor
Specialized vendor
Specialized vendor
Specialized vendor
Specialized vendor

Specialized vendor

As businesses grow, the need for bundled ‘one-stop-shop’ SaaS solutions decreases. Larger SMBs
will integrate multiple specialist SaaS vendors to solve for their complex CFO SaaS needs.
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Notes: A/R = Accounts Receivable, A/P= Accounts Receivable; CRM = Customer Relationship Management
Source: Flagship Advisory Partners © Flagship Advisory Partners, December 2023

© 2023 Flagship Advisory Partners LLC. These materials may be freely copied and distributed so long as the user attributes the source as Flagship Advisory Partners and references our website: www.flagshipadvisorypartners.com

— General Observations —

* SMB needs for CFO SaaS vary
drastically by business size
* Micro and small SMBs have basic
needs for financial admin. (e.g.,
accounting, tax, invoicing).
Micro and small SMBs have a desire
for a ‘one-stop-shop’ bundled
solutions where Accounting SaaS
vendors lead by expanding their
tool kit to offer ancillary SaaS
solutions such as Payroll and e-
invoicing, etc.
Mid-sized SMBs require more
sophisticated software from
specialists, and rely on specific
specialist solution providers to
address key needs (e.g., AP/AR)
Large SMBs have highly complex
and sophisticated needs and
specialized business software. They
largely demonstrate buying of
unbundled specialized SaaS
Several CFO SaaS platforms (e.g.,
accounting platforms, e-invoicing
Saa$, spend mgmt. SaaS) compete
to meet SMB needs
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EU businesses still heavily rely on banks to service financial needs, but banks fall short as
they often lag in service quality or technical enablement (e.g., integration with CFO SaaS).

Banks Underserve SME Financial Needs

Top SME Payments Pain SME Satisfaction with their Select SME Needs

Points from Banks Traditional Bank Provider Underserved by Banks
N= 100 UK SMEs*
35% 32% 5 Centralized user-friendly
25% SN interface: Customer portal with
High Card Slow Manual incoming and outgoing payments
Transaction Fees Payments Reconciliation 89% of SMEs Integration into business admin
. — consider switching —o0- platforms: Seamless integration
» High bank fees = Slow payments * Lengthy Dissatisfied 449 from their ©O— into back-office tools i.e.,
for multiple taking between reconciliation of ° traditional banks 0 accounting and pavroll platforms
" payment types 2-5 days payments using fi 9 pay P
E (particularly = Disconnect out-of-date and ,A‘E;\ess totmancet Automated reconciliation:
o card and cross- between manual s the most urgen i iliati
K cord ° VIZ . u problem for 20% Indifferent (\B Automated regonglllatlon of bank
c QiR anking an processes (avg. : ‘ payments eliminating manual
‘® transactions) expense/invoice 3.6 hours per of SMEs in Europe processes
ol - Non- management week)
transparent processes v Value-added banking services:
fees terms v Ancillary banking features i.e., cash

= High costs for
card payments

* Impacted cash
flow

= No automation

» Complicated SMEs are increasingly looking for alternative solution

flow forecasting, invoice
management, etc.

= Complicated = Delayed processes providers for their financing needs . . . )
reconciliation operational = High-cost E::\'::)I; ;nntsrrl;?italk?lga:rg:s{g‘:;t:;
= Settlement efficiency implications

delays
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:*Survey with 500 SMEs in 2022 by Pay.UK
Sources: Flagship Advisory Partners, Neo, Pay.UK, Capgemini World Payment Report 2022, EIF, European Banking Federation, ECB  © Flagship Advisory Partners, December 2023

payments with visibility of funds

© 2023 Flagship Advisory Partners LLC. These materials may be freely copied and distributed so long as the user attributes the source as Flagship Advisory Partners and references our website: www.flagshipadvisorypartners.com
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Winning CFO Saa$ platforms see clear value in embedding fintech solutions with software
workflows.

Non-exhaustive

B2B SME CFO Office Payments Software & Service Landscape
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Limited native software providers LEGEND
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Notes: AR - Account Receivable, POS = Point of Sale
Source: Flagship market analysis and observations © Flagship Advisory Partners, December 2023

© 2023 Flagship Advisory Partners LLC. These materials may be freely copied and distributed so long as the user attributes the source as Flagship Advisory Partners and references our website: www.flagshipadvisor

General Observations —

CFO SaaS platforms connect
workflows with commerce end
points across an SME's financial
needs lifecycle.

Winning SaaS$ platforms
increasingly embed fintech
services into their workflows
and proposition models

Strong convergence between
SaaS and fintech use cases is
evident across several providers
in Europe, e.g., accounting SaaS,
payroll SaaS, A/R Saa$, spend
mgmt. SaaS, web-shop platforms
Fintech solutions are powered
by fintechs (e.g., BaaS /Paa$S
providers, PSPs) as against banks
Several SMB neobanks have also
expanded to offer embedded
SaaS workflow solutions (e.g.,
accounting/tax) next to the
fintech products

partners.com
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In the U.S., winning CFO SaaS platforms have demonstrated topline success by

commercializing embedded Saa$S and fintech propositions.

Select Examples

Accounting
nTuIr

@qmckbooks Small Business & Self-Employed
Revenue by Product

B Product ($ bil.)
CAGR
Bl Payments & Services '19-22
$6
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54 - —
B $5 @
z
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Havidxchangeg ——

AP Automation
Total Revenue by Product
($ mil.)
I Services
Il Software ,(.,:é_gg
[ | Payments
$ 248
s1s0 2186 EFR)

2019 2020 2021 2022
avidxchange

Flywheel for Accelerated Growth

Deliver great AP
automation software
(invoice & pay)

Leverage data to drive 2 Maximize transactions
value across the processed on our
network platform

Maximize ePayments

penetration through the
AvidPay network

Integrated Fintech Services from Select U.S. B2B SaaS

o bill o

AP/AR Automation
Total Revenue by Product
($ mil.)
M Software Incl. \*Divwy Invoice2go with
Bl Payments $30 mil. software and $212 CAGR
B y | mil. payments revenue 19-22
ota — <C
$633
$194 ﬁ
$232 olo
$108 $158 s440 [PRS!
= H 5V v
2019 2020 2021 2022
Spend Management
Engage Reconcile
Accounts
Receivable
Invoice Pay
Accounts
Payable
Get Paid Approve
Reconcile Receive

Notes: Quickbooks Payments and Services revenue incl. online ecosystem, revenue from services & support from desktop subscription, payroll & merchant
payment processing; Product incl. software & licenses. Bill.com payments revenue are reported under Transaction fees and Interest on funds held for customers.
Sources: Company websites and public financials © Flagship Advisory Partners, December 2023

© 2023 Flagship Advisory Partners LLC. These materials may be freely copied and distributed so long as the user attributes the source as Flagship Advisory Partners and references our website: www.flagshipadvisorypartners.com
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We already see clear evidence of an acceleration of embedded SaaS & fintech with some
office of CFO SaaS verticals in Europe, e.g., accounting Saa$, Payroll SaaS.

E Accounting Platforms with Embedded Fintech g Payroll Platforms with Embedded Fintech
Fintech Software Only Fintech’ Software Only
56 % 1%
A
° By Geo?2 =@ Domestic o O By Geo? ——————@
Pay-ins 81% A w)— v Payments - 75% i)
International q!'*
Pay-outs g 47% S L
- e e Payments - o
Accounts Banking Feeds o 33% a s
) & g B 33% 6 ! =
Card P &
i [¢)
Issuing Salary Advance . 30% 0%
. 75%
Lending = —. Commentary 67% -
- - = Pay-outs are becoming a key P : -
Commentary — — ' part of the overall value - W .
o roposition, ially f
= Accounting SaaS in the US has 585, zor:estic disbisrzgri:aenﬁsor 17%
been at the f?refront of 63% eliminating the need for _ 33%
embedcliedlfmtetj.h - another third-party provider '
&
= Europe is still behind, yet the = » The UK is a clear leader in Nt
|l:jK IS catchl:\hg up totthe us Europe, while it is still early .
= Pay-ins are the most common davs | th d east .
fintech capability followed by " Eorope e S 15%
payouts, others are still nascent
LEGEND % SaaS with
1Flagship analysis of ~100 providers for each, accounting and payroll across EU markets. Fintech offering as marketed on website. x% M any embedded
A Fl h- 2Top SaaS providers by geo based on headquarters. Not exhaustive given the local long-tail often offers Saa$S only. fintech product
agS lp Source: Flagship Advisory Partners © Flagship Advisory Partners, December 2023
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Embedded fintech expansion use cases and maturity vary across CFO SaaS segments.
Commerce front end, spend management, accounting, and payroll are leading the pack.

Fintech Use Cases

Payments Acceptance

Domestic
X-border
Merchant Cash Advance

Working Capital Financing

BNPL

Consumer
Card Commercial
Issuing (RIS,

Pre-paid

Physical / Checking
Virtual / Wallet
Escrow

Savings
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Fintech Use Case Expansions by SaaS Segments
(based on secondary research, public websites)

Commerce Accounting
Front-end
@Iightspeed
Ishopify @ gtiickbooks.
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Spend
Mgmt.
payhawk
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A/R, Billing
& Invoicing
P YayPay

FastBill:

Payroll

@ PayFit
esile

Source: Flagship market analysis and observations © Flagship Advisory Partners, December 2023
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© 2022 Flagship Advisory Partners LLC. These materials may be freely copied and distributed so long as the user attributes the source as Flagship Advisory Partners and references our website: www.flagshipadvisor

— General Observations —

= CFO Office SaaS has
expanded products into
various fintech use cases,
embedding these into their core
propositions

= Some SaaS segments are more
mature (e.g., commerce front-
end, accounting) with a broad
fintech expansion and
essentially becoming a “one-
stop-shop” for SMBs

* Embedding payment services
are generally more common
compared to other fintech
propositions (e.g., lending,
accounts)

= Select Saa$S such as payroll are
focusing on specific fintech
use cases (e.g., pay-outs)

LEGEND:
Product . .
E Maturit
. Expansion xpansion Maturity
High
No Fintech
Expansion .

partners.com
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Investments into SME CFO Saa$ have increased in prior years. Fintechs that embed into
such software have also benefitted from funding rounds.

Non-Exhaustive EU Funding by Product DNA
(funding received between Jan ’20 to Oct ’23 as per Crunchbase $ Mil; CAGR = ’20-’22,; select EU HQ providers)

2020 BN 2021 WM 2022 %% 2023*
— General Observations 1

:

$742

O
™
N~
&+

<Zf~ ~ & » CFO SaaS$ saw a big jump
ra) o - in funding activity in '21
0 5 and ‘22
3 N A < » Although funding has
dg = Sm; 2\5 S N el b G significantly reduced in
n ,4;;% seEE S 8 = = S s 2 '23, B2B Saa$ companies
X - o still attracted most of the
HR & Payroll Accounting Invoice, Billing & AR eCommerce Accounts . . .
1 Enablement Payable fintech funding this year:
53%** of all deals
Select Top Funded EU-HQ Saa$ = HR & Payroll, accounting
T 2020 WM 2021 WM 2022 %% 2023 . SaasS received the most
x HR & Payroll Forsonis _ $670 funding; e-commerce
< T o L] enablement SaaS
E = ;g @ AT @ RS b294 demonstrated the highest
< i b .° Open Banking  moneyhub & [JJJJj $81 growth in funding
9 © ‘ Bl sovDesk [ 6 = Spend man.agel.nent and
= % 52, N ~ o Accounting open bhankmg fmtfecl:’s
%) - N = o S ! IBE grew the most in funding
% w bu‘—?r 2-72?// Accounts Payable I $29
l Neobanks Banking-as- Spend & Expense Open Banking previse § $24
a-service Management
A . *Until October 2023 . ' .
M SNc())Ljfs.eE:anljiqns%ii)xlzla\(jliigtyIFr;:rnt(r:\Igri :2glis?ssglfpgrudnecbhtk,)as?;al?tg,r ggaallrrsgrr: © Flagship Advisory Partners, December 2023
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The European CFO Saa$S space has been an M&A hotbed. Accounting and payroll Saa$S
show the most deal activity. In some instances, CFO SaaS have acquired fintechs.

Select Deals

M&A

European SaaS M&A Market Observations
(select deals between Jan ’20 to Oct ’23 as per Crunchbase, EU HQ providers only)

——— Market Observations g 0= .. =00 Example Deal Activity o
Intensity
CONS.OLIDATION. WITH HR AND PAYROLL SAAS HR & Payroll Consolidation Accounting Driven M&A

» Continued consolidation in the HR and payroll Saa$S . . )

= M&A thesis to unify HR, payroll, tax, contract cegid Q zalaris UKG @S"% O VISMA == ) JIRIS =exact
management and spend management SaaS oE 1%%Y oE s s (B Nmbrs Beep'I('a:9 el

» |arge accounting software companies (i.e., Visma wiTTY e 6 & appical
and IRIS) expanding product capabilities to HR & TALENTSOFT vy ble immedis ANDIARO ©) Draftit ¥ woffu  sripgeHeap Officient

payroll via strategic acquisitions

CONSOLIDATION WITHIN ACCOUNTING SAAS

» European accounting SaaS rapidly consolidating
with global/regional providers buying local SaaS

» Most accounting platforms seem to be expanding
on their fintech capabilities organically

» Some evidence of expansion of accounting with
spend/expense management

L

CFO SAAS ACQUIRING FINTECHS
Accounts receivables SaaS inorganically expanding
into fintech capabilities (e.g., payment acceptance)

= Accounting SaaS expanding into accounts
receivables and e-billing SaaS

= Expansion of HR and payroll Saa$S with spend and
expense management SaaS

A Flagship
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Source: Flagship Advisory Partners analysis of Crunchbase data
© Flagship Advisory Partners, December 2023

Accounting Driven M&A
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Thank You!

For any questions or comments, please do not hesitate to contact the author:

Anupam Majumdar

neel Anupam@FlagshipAP.com

Niko Beranek

Consultant Niko@FlagshipAP.com

Simone Remba

Consultant Simone@FlagshipAP.com
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