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Abstract

This report aims to value Boxlight Corporation as of
31/12/2022 and is part of the annexed Boxlight
Corporation Company Report. To ensure consistency
we based our analysis on the company’s historical data, but
also on the industry trends and competition, financial
studies, and own assumptions. As our findings on Boxlight
show potential positive performance in the long-term
which are not fully priced in the current market, we find
the future growth prospects to justify the premium
amounting to $1.32 on the target price. Therefore, with a
target price of $2.51, we end up with an investment
recommendation to BUY Boxlight Corporation’s stocks.
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Introduction

Aligned with the rising global need for technological innovation, the Education sector has
experienced a significant shift to new solutions unlocking the potential for the EdTech industry to

penetrate the market.

The report at hand constitutes the second part of the joint Boxlight Corporation Company Report
which aims to give an overall valuation of the performance of the Company within the EdTech
industry.

The first part of the joint report lays the foundation for the final valuation through an analysis of
the business model and historic financial performance of the Company to determine its financial
condition in the industry where it operates. Furthermore, it classifies the key trends and
developments of the EdTech market which, identifying their prospects and implications, are
crucial to Boxlight’s future performance analysis.

In the present section a breakdown of the factors shaping the future of the Company’s
performance is developed. These key drivers can be mainly related to the acquisition strategy
that Boxlight put in place throughout the years which allowed the Company to enter new markets,
broaden its product portfolio as well as efficiently reduce its costs. External drivers worth
mentioning are the government incentives as well as the higher demand in technological

innovation which are strongly aligned with the strategic proposition of the Company.

The valuation was largely based on the existing portfolio and the present and potential future
acquisitions of Boxlight as they represent value contributors also for its long-term financial health.
Our forecast is based on a bottom-up approach which develops an analysis of the single product
units— Hardware, Software and Services — that are sold to two different segments of users as well
as in three differentiated jurisdictions within the industry under analysis.

To strengthen our conclusion, in this part of the Company’s report a relative valuation and a
sensitivity assessment are performed formerly to a scenario analysis, which highlights the
unpredictability of this industry, and which is extremely related to the risks and opportunities

arising from it.
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Long-Term Value drivers

In the future, the key drivers to Boxlight's value growth will be based on its strategic acquisitions
and on allowing the Company to enter new markets, implement its product portfolio and achieve
cost reductions.

These driving factors can be perfectly associated with the industry trends and with the current

strategic provision of the Company as discussed in the previous sections.

Firstly, one of the primary objectives of Boxlight's growth strategy, through strategic acquisitions,
is to enter new markets and strengthen its position where it is already operative. The
expansion strategy appears to be aligned with government incentives as they make potential
new markets more attractive to Boxlight. Such government incentives will be reflected in less

regulatory complexity, which will allow for easier expansion into new sectors.

As already stated in the Company Overview, Boxlight operates not only in the United States but

»¢ also in the United Kingdom and has exhibitions in EMEA, Mexico, and Australia. From the

" historical analysis, it emerged that the company obtained substantial revenues from the United

States. However, starting from 2021, it is possible to observe a considerable increase in sales
from the Other Jurisdictions and the UK which reached respectively 39% and 25% share in total
revenues in the same year (Exhibit 28). With the acquisition of FrontRow in 2021, which presents
offices around the world, such as in Canada, Denmark, China, Australia and the UK, a further
strengthening of the two markets previously mentioned is expected. Therefore, through its
international expansion, Boxlight will be able to ensure a stronger long-term growth with
forecasts predicting an increase in sales in new Other Jurisdictions, which are foreseen to reach

49% of revenues share in 2041.

The second goal of Boxlight's growth strategy, through strategic acquisitions, is represented by
the Company’s willingness to expand its business and product portfolio. Boxlight's desire to
diversify its production perfectly aligns with the technological landscape and distance learning
circumstances discussed above. Indeed, the growing presence of innovative technological
landscape for education and the high propensity for distance learning have significantly increased
the demand for this industry. The aspiration to broaden its product portfolio driven by the higher

demand in solutions, led Boxlight to search for new acquisition opportunities.

For instance, Boxlight's latest acquisition, FrontRow Calypso LLC, enabled the Company to
expand its operations and to potentially create long-term value for its business. FrontRow Calypso
LLC was acquired for $34.7 million, which includes a premium of 15.67% ($4.7 million) on its
market value amounting to $30 million. Therefore, for the FY 2022, it is possible to expect
FrontRow's business unit to contribute approximately to $30 million in total sales, $15 million in
Gross Profit and $7 million in EBITDA due to the introduction of new solutions. As the Company
expects to increase FrontRow's business value by 20% through various operational
improvements, a growth in value for Boxlight originated from the Target Company’s purchase is
estimated to amount to $36 million, resulting in shareholders’ value creation of $1.3 million
(Exhibit 29). Therefore, for a growing company like Boxlight new acquisitions effectively enable
the introduction of new products and technologies, and new market trends allow for a wider choice

of profitable investments for Boxlight.

Finally, the cost reduction integrated in Boxlight's acquisition strategy is expected to drive the

performance of both Cost of Revenues and Operating Cost items.



Exhibit 30: Boxlight's Revenues
Bottom-Up Approach
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To begin with, freight costs, especially operating through air solutions, constitute part of the Cost
of Revenues. Seeking to diminish these sources of expense, the Company recently acquired two
key distributors: Sahara Presentation System PLC and Interactive Concept BV. Indeed, we
believe the purchase of new companies will lead to decrease the growth of this cost item, thanks
to the increasing presence of Boxlight in different markets. Then, the costs to purchase
components and finished goods, which make up the total Cost of Revenues alongside the item
analysed above, highly depends on the bargaining power of external suppliers. As of 2021, the
Company is reported to receive most of its components from external providers. The future
acquisitions of key producers will potentially lead the company to gain an increasing power
towards suppliers with a direct effect on the price per unit purchased due to the growing efficiency
given by the higher centralization in the value chain. The last cost item contributing to the total
Cost of Revenues value is represented by the cost of professionals for the provision of
trainings. This cost line is highly dependent on Boxlight's final goal to penetrate also in the
government and corporate market which potentially will lead to an increasing demand in training

solutions.

Finally, as for the Operating Costs item, an optimization of resources is expected thanks to the
introduction of new infrastructures and the reorganization of human resources due to acquisition
strategies. The employment of senior management and key personnel that can efficiently operate
in the business represents one of the drivers of success of Boxlight. As the Company’s business
continues to grow with new acquisitions on the pipeline, the need for highly trained employees is
increasingly high as it potentially drives the ability of Boxlight to increase not only its revenues

from existing products and services but also from the launch of new product offerings.

Valuation Assumption

Revenues Breakdown

The prospects for Boxlight reflect previous considerations which concern: 1) The trends in the
global technology education market and respective growths in investments, and 2) the targeted
acquisition strategies of the Company. Even though historically the Company showed a different
inclination from the one marked by the EdTech industry, our thesis can still be considered as

consistent.

Considering that the Company was only founded in 2014 and listed only three years later, we
believe that basing our assumptions uniquely on historical performances of the Company would
be erroneous for the final purpose of the overall research. Therefore, we considered more
consistent to focus on the future growth potential of Boxlight with regards to the future market and

competitors’ trends explained in the sections above.
Methodology

To determine a reliable revenues’ forecast for Boxlight based on the understanding of what drives
the Company’s performance, a Bottom-Up approach is developed (Exhibit 30). Furthermore,
past and potential future macroeconomic market cycles are considered. The different
components contributing to the evolution of Boxlight's revenues are: The average price for a unit
sold, the number of units sold and the geographic and sectorial segmentation of the

company.
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Average Price per Unit Sold

To determine the prices of Boxlight’s products, the price list published in 2021 was employed and
an average price for the different product categories was obtained and assumed to remain
constant for the historical data. As previously mentioned, the competitors within the market under
analysis will not affect Boxlight pricing offering. Therefore, it is consistent to consider the
Company to likely maintain a rising trend in unit prices alongside the market, amounting to 2.36%'
and corresponding to the US CPI inflation rate until 2029, when the trend is estimated to flatten
(Exhibit 31).

Units Sold

A revenues’ analysis is performed first through the identification of the main segments among the
wide range of products offered. Boxlight's solutions offering reflects the segments examined in
the Market Analysis section and the analyses for the Company will be aligned with the ones
mentioned for the industry. Therefore, Hardware, further divided into IFDP and IWB, Software
and Services represent the different components of units sold that are considered to drive the
growth of Boxlight's revenues.

As previously mentioned, the total number of units sold for Boxlight is highly driven by the global
development in investments and demand for digital solutions. With a growing number of
acquisitions and, hence, a wider Company’s product portfolio, an increasing number of units sold
within the markets served is expected. Therefore, aligned with global market expectations the
number of Boxlight's software solutions is forecasted to grow on average with a 4.5% rate for
the period 2022-2029 followed by a decreasing trend of growth amounting to approximately 2%
for the period ending in 2041 (Exhibit 32). As such, the units sold for this segment are expected
increase from approximately 3 thousand in 2021 to 5 thousand in 2041. Similarly, the growth
rate in the quantity of hardware sold follows an increasing trend ranging between 7% and 9% for
the period 2022-2029 and a further declining trend amounting on average to 4% in the period
ending in 2041, when it is estimated to reach 400 thousand units sold. Finally, with regards to
the last unit type, it is consistent to believe the number of service solutions sold to be growing at
a rate aligned with the market forecasts and amounting to approximately 3% for the period 2022-
2029, thus reaching 65 thousand units traded in 2029.

We believe the growth in units sold highly reflects the expectation that investors sentiment will

turn to the education market due to its growing potentiality of positive returns on investments.

To gain a deeper understanding of what drives the company's performance, an analysis is
performed over each of the key geographic business segments: US, UK and Other Jurisdictions
(Exhibit 33).

United States

Boxlight's primary market, the United States, accounts for approximately 36% of its total
revenues in the FY 2021. In accordance with Boxlight's expansion strategy, for the forecasted
period it is expected to notice a decreasing value in the Company’s share of total revenues to
nearly 32% by the end of 2041. The reduction in revenues’ share for this geographic segment is
the result of an increasing share gained by the other jurisdictions where Boxlight is (or will
potentially be) operating (Exhibit 34).

Furthermore, aligned with Boxlight's portfolio

T US Inflation Forecast: 2022, 2023 and Long Term to 2030 | Data”, Knoema, Mar 2022
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implementation strategy, the Company is expected to make substantial investments to fill product
gaps and to strengthen its presence in the corporate sector. This will result in a declining
percentage of the revenues originating in the US from the education sector counterbalanced by
a proportional increase in revenues from the corporate segment, which will reach approximately

25% by the end of the forecasted period.

In conclusion, despite the Company's expansion ambition, we estimate that Boxlight will be able
to continue generating substantial revenues in this market, investing in it, and strengthening its
strategic positioning.

United Kingdom

The United Kingdom market is of particular interest for the Company as this segment alone
accounted for 25% of total revenues in 2021, mainly due to the acquisition of Sahara Presentation
Systems PLC, headquartered in the UK.

This acquisition represented an essential investment for the Company and is expected to drive
around 25% of revenues for the period between 2022-2029. However, we do not expect this
market segment to grow further due to Boxlight's inclination towards the investment of capitals
on a wider spectrum of jurisdictions (Exhibit 35). Therefore, a decreasing rate in this revenues’
market share is foreseen and will lead to approximately 20% in share by the end of 2041.
Furthermore, similarly to the United States market, in the United Kingdom most of the revenues
will depend on products sold in the education sector, with a constant decrease in favour of the

sales of products in the corporate market.
Other Jurisdictions

The Other Jurisdictions (OJ) sector currently refers to the Mexican, Australian and EMEA
markets where Boxlight has vast exposures. In line with the strategies discussed so far, we expect
that over the forecasted period, the revenue share of this sector will be higher than the other two
areas, with approximately 40% share in 2021, and growing steadily up to 49% by the end of 2041
(Exhibit 36). The historical boost in this segment, from 0% of revenues’ share in 2019 to 40% in
2021, was due to the purchase of both Sahara Presentation Systems and MyStemKits and STEM
Education Holdings, which increased the sales in Europe, Middle East, and Africa as well as in

the Australian market.

Furthermore 75% of product sales are related to the education sector and the rest originates from

the corporate sector which is expected to increase gradually overtime.

In conclusion, Boxlight is expected to reach approximately $497 million in revenues by 2030 with
an annual growth rate of around 12% and a trend towards a steady state in the forecast period
ending in 2041 hitting $668 million in revenue (Exhibit 37). Considering the current growth
opportunities in the market and how these align with Boxlight's goals, we believe this prediction

to be reliable.
Costs breakdown

Cost of Revenues

The Cost of Revenues (or COGS) item, as mentioned in the Long-Term Value Drivers section,
mainly comprehends freights costs, cost to purchase finished goods and costs of
professionals for training services. These costs are partially dependent on revenues and, to



Exhibit 38: Cost of
Revenues
From 2021To 2041
($ million)

534.90

537.65

202.24

138.65 I

2021 2022 2040 2041

® Cost of Revenues
® % Revenues

Source: Own Assumptions

Exhibit 39: SG&A
Personnel
(2020-2041)

63 63 61
0 o

~ 51 51

40%

40% 40%

2020 2021 2022

® % Cost related to personnel
© # Employees Administration
® # Employees Sales

Source: Own Assumptions

Exhibit 40: R&D Personnel

—~

50% 50%
I I 30% 29%

2020 2021 2022 2040 2041

® % Cost related to personnel
® # Employees Operations
© # Employees Marketing

Source: Own Assumptions

24% 24%
2040 2041

some extent, are assumed to progress alongside with them as well as with the future development
of volume of sales. Despite Boxlight's efforts to rigorously manage costs, the average COGS as
a percentage of sales was high in the past and amounted to approximately 75% of total revenues.
The reasons behind this notable value can be related to the further dependence of these costs
on the global transportation costs, and in particular air freight costs, as well as the Company’s

reliance on external suppliers and the amount of service solutions provided.

Due to the pandemic and the ongoing war, which is leading to a growing value in the cost of oil
and gas, it is estimated that the US air freight costs are increasing by 77%?2 in 2022, followed
by a 12% increase in 2023, a decreasing trend of growth for the following years® and a flat growth

rate from 2032 onwards. Similarly, in the UK and in the Other Jurisdictions where Boxlight

operates, air freight costs are expected to increase with an analogous trend.

The purchase of new companies directly producing final goods for the Company is expected to
drive the reduction in the degree of dependence on third parties’ good production due to the
potential growth in Boxlight’s bargaining power. A first consolidation of Boxlight's supplier market
is expected over the period ending in 2030 with a constant share in the Cost of Revenues of 37%.
Consequently, a decrease in the amount of finished goods and components purchased by
external suppliers is forecasted and will expectedly lead the costs related to this item to diminish
at a constant rate amounting to approximately -2%.

Finally, with regards to the costs of professionals for training services, it is considered
consistent to estimate its development through the share evolution of the service solutions offered
by the Company. Differently from the cost lines previously examined, this cost is estimated to
increase by an average of 2% due to the higher amount of services forecasted for the Company’s

business.

As a consequence, COGS percentage in relation to sales is expected to increase from 75% in
2021 to 81% in 2023, due to the significant increase in freight costs for the first 2 forecasted years.
However, due to the implementation of its business strategy, the Company is expected to
decrease the share of COGS to 80% of total revenues by the end of the forecast period (Exhibit
38).

Operating costs

According to the Company’s annual report, in 2021 around 123 personnel of the company was
employed in Sales and Administration (SG&A) operations (Exhibit 39) while 60 employees were
engaged in the Research and Development (R&D) segment (Exhibit 40). In the FY 2021, for
what concerns the SG&A costs it is estimated that around 40% of the total amount is related to
the salaries paid to the employees while for the R&D costs 50% is destined to the personnel
wages. Indeed, the share of costs for the Research and Development personnel is influenced by
the amount of prototype and sample costs, design and product certification costs which potentially
make up 60% of these expenses. On the other hand, General and Administrative expenses
further derive from other costs of professional services, such as legal and facilities expenses,
which make up for the remaining 50%. As mentioned in the former Value Driver section, the
forecast for these items of cost is based on the intention of the Company to implement the

employment process and focus on retaining more highly trained employees. Therefore, an

2 “Exceptionally high air freight prices ‘likely to climb further”, Will Waters, Loyd’s Loading List, Nov 2021
3 “Freight Costs Expected to Remain High in 2022, Connor D. Wolf, Transport Topics, Jan 2022
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increasing cost per personnel alongside a decreasing share in personnel related costs is
estimated to compensate the higher quality and efficiency required. Indeed, an increase by
approximately 2% in yearly costs related to Research and Development as well as in SG&A
expenses is expected due to the introduction of new infrastructures which will require an

implementation in efficiency of human resources.

Operating Performance

Operating Margins Development

Regarding the company's operating margins, we expect a straightforward recovery in future
values compared to the historical ones. In general, Boxlight revealed negative EBITDA, EBIT,
and profit-margins over the last 4 years under examination amounting on average to
respectively -13%, -17% and -16% (Exhibit 41). Furthermore, the current macroeconomic
circumstances of the market and the company's maturation based on its expansion strategy
discussed so far, are expected to lead to a slight decrease in EBITDA and EBIT margins to
respectively -4% and -9% followed by an increase in the next 10 years during which it is foreseen

to hit positive values by the FY 2027. By the end of 2041, the company is expected to reach

15.0% X

. EBITDA and EBIT margins of around respectively 12% and 7%. We believe these estimates to
0.0% - 1 X . . g . . . . . . .

wl X be reliable, as they reflect Boxlight's capability to begin capitalizing on its previous investments
I as well as conducting significant cost savings by streamlining operations.
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Overall, when comparing the operating margins of Boxlight with that of its Comparables, it is
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Source: Refinitiv possible to deduce that Boxlight performs according to its Peers on average (Exhibit 42).

Working capital

Exhibit 43: Days of Inventory
Outstanding Boxlight vs
Comparables
(2018-2021)
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a slight decrease in value, due to the various efforts put in place by Boxlight to variate the holding

period of inventories to counterbalance the lack of general liquidity originated from the adverse

macroeconomic circumstances. Therefore, it is expected that the Company will strive to manage

the business with less inventories in stock (Exhibit 43).

Exhibit 44: Days of Sales
Outstanding Boxlight vs

Comparables
(2018-2021)

With regards to the trade receivables, it is possible to notice that the Company on average
remained consistent over the years. Indeed, the Days of Sale Outstanding (DSO) showed an
average of 40 days in raising funds from its customers, with one exception in 2020 where the
value amounted to 139 days. As on average Boxlight increased its efficiency in collecting cash,

_ itis reasonable to assume that it will maintain its general operating conditions in commercial terms

E i I I I l I (Exhibit 44).
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Furthermore, the Company's Average Payment Period, namely Accounts Payable Turnover

Days (or APTD), varied considerably throughout the years. With a peak of 154 days in 2019 and

Source: Bloomberg & Own

Analysi
naysis a trough of 89 days in 2021, Boxlight on average takes 122 days to satisfy suppliers' accounting
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requirements and, aligned with its competitors’ trend, the Company is expected to increase its

efficiency in the forecasted period (Exhibit 45).

Additionally, Boxlight's Cash Conversion Cycle in 2018 and 2019 reported a negative value of
respectively -13 and -63 days. These values can be related to the fact that the Company took
longer to repay its suppliers than to re ceive funds from creditors and sell its inventories. On the
other hand, in 2020 and 2021, the situation turned positively as Boxlight needed on average of
around five months to convert its investments in inventories and other short-term resources into
cash (Exhibit 46).

In conclusion, it is possible to observe that Boxlight formulated a negative value in Net Working
Capital (NWC) in 2018 and 2019, as it incurred significant cash outlays and an increase in debt
to support its acquisition strategy. However, these investments led to an exponential growth of
the Company in the following years (2020 and 2021), with a consequent increase in cash flows
and a rebalance of NWC to a highly positive value. This will expectedly allow Boxlight to fund its

current operations over the long-term and to invest in assets and future value propositions.
Capital Expenditures

Boxlight's acquisition strategy is driven by a significant amount of Capital Expenditures (CapEx)
which resulted in an incremental value of Property, Plant and Equipment (PP&E) as well as of
Intangible Assets (Exhibit 47). Historically, this item ranged between 0.6% and 1% of revenues
with a growing trend. Indeed, from 2019 to 2021 PP&E value increased by approximately $866
thousand, resulting in $1.07 million by the end of 2021 due to the acquisition of Sahara
Presentation System PLC and Interactive Concepts BV. These Capital Expenditures are
expected to amount to $4.73 million by 2041. On the other hand, another key strategic pillar for
Boxlight's growth plan is the implementation of innovative technology into its product portfolio.
The amounts related to these types of investments are incorporated in the Intangible Assets
value. These items showed an increasing growth rate amounting to 19% for the FY 2021 and are

expected to boost even further reaching $283 million by 2041.

To cover the shrinkage of liquidity abovementioned, the Company historically financed its Capital
Expenditures mainly using additional equity and debt. Indeed, the CapEx ratio registered an
historical low value amounting to 17% for the FY 2018 and 2019 which highlights constraints in
the availability of operating resources. However, due to its potential organic growth, the Company
is expected to increase the number of resources directly usable for this nature of operations.
Indeed, continuous improvements and maintenance of the value chain are foreseen to stimulate
its long-term growth in expenditures alongside the evolution in revenues for the period under
analysis. Indeed, Capital Expenditures are expected to represent approximately 43% of total

sales for the incoming years reaching $288 million by 2041.
Valuation

To value Boxlight performance throughout the historical and forecasted years, the Discounted
Cash Flow (DCF) method was chosen, as major capital structure changes are not expected for
the future. The forecasted period of 20 years is divided into two timeframes. The first period
ranges from 2020 to 2030 while the second from 2030 to 2041, when terminal growth is estimated
to stabilize around 1.1%. The rationale behind the length of the forecasting interval is related to

the high variability in the Company’s performance.
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Capital structure

When looking at Boxlight’'s debt and equity values, it is possible to observe that throughout time
its amounts of equity and debt financing increased exponentially with the firm relying more on
debt than before (Exhibit 48). The rationale behind a movement in D/E ratio can be attributed to
the new acquisitions which led mainly to the raise of debt obligation counterbalanced by an
adequate issuance of new shares. For instance, to finance the acquisition of FrontRow Calypso
LLC, Boxlight entered into a maximum $69.5 million term loan credit facility, with Whitehawk
Finance LLC as lender, which increased the amount of debt outstanding. However, the new
acquisitions will expectedly generate higher liquidity for the Company. Therefore, it is possible to
consider the D/E ratio for the FY 2021 as the target set by the Company since it is not foreseen

to experience significant changes in its future capital structure.
Weighted Average Cost of Capital (WACC)

To correctly derive Boxlight's value, an appropriate cost of capital was derived from the

Company’s cost of equity and cost of debt.
Cost of Debt

As the amount of debt outstanding is not believed to represent a good proxy to the valuation, the
current cost of debt determination was performed with the employment of the US Composite B
Yield which amounts to 6.42%*. This latter corresponds to Boxlight's B credit rating obtained
through Reuther EIKON, where a probability of default amounting to 0.92% is estimated. Finally,
from one of New York Stern’s studies® a recovery rate of 37.54% is considered. As a result, an
effective cost of debt of 5.85% is obtained, which is higher than the ones foreseen for the
education and technology sectors amounting on average to 3.40%° due to the higher risk
appointed to Boxlight.

Cost of Equity

For the cost of equity calculation, the Capital Asset Pricing Model, namely (“CAPM”), is
considered. Therefore, the unlevered Beta of Boxlight was estimated performing different
regressions. Information on a 3-year period was employed for this approach as Beta is time-
varying and not constant. Having a longer period of analysis would have allowed for smaller
standard error in the regression. However, the results may be exposed to biases from modification
of the characteristics of risk of a company. Therefore, the use of a longer timeframe would have
undermined changes common for emerging firms like Boxlight. As such, using a relatively short

period is conventional.

Boxlight's Beta was first estimated with a regression which employed its historical weekly closing
prices for the previous 3 years against the S&P 500. The Company’s Beta stands within 0.58 and
3.24, with a confidence interval of 90% and a standard error of 0.67. Further regressions for the
estimation of the Comparables’ Betas were performed with the same proxy and timeframe
(Exhibit 49). The reason behind this is to counteract the effect of Boxlight's coefficient of
idiosyncratic risk by employing the median Beta of the market instead of using the Beta specific
for the Company. Therefore, the Beta assessment of 1.11 (vs 1.91 Boxlight's Beta), can be

4uys Corporate B Yield”, Nasdaq Data Link, May 2022
5 “Is There a Risk Premium in Corporate Bonds?”, Edwin J. Elton, Martin J. Gruber, Deepak Agrawal and Christopher Mann, NYU Stern
8 «“Cost of Equity”, NYU Stern, May 2022



classified as a good value to be used as it additionally presents a lower level of standard errors.
After the estimation of its unlevered and re-levered value, the Beta for the cost of equity
calculation was obtained and amounted to 1.21, which is relatively close to the original value of

Boxlight’s Beta but lacks the risks above mentioned.

Exhibit 50: Cost of Capital ~ With regards to the risk-free rate, the 10-year US Government Bond currently amounting to

Inputs 2.82%’ was considered. Furthermore, the value for the Market Risk Premium of 5.5% resulting
EEH from KPMG Equity Market Risk Premium Research® was classified as a good proxy for valuation
;i:;;e;i::f, omivm | o™ purposes. In conclusion, the cost of equity amounting to 9.48% estimated through the CAPM is
;“‘r’;_'lztveered f12/1 considered to be a fair estimation for the valuation of the cost of capital.
23 5:;, Considering the funding instrument to be on equity and debt, the FY2021 capital structure for the
HORE "% forecasted years was considered, as the previous year is expected to clearly reflect the debt level
Source: Own Analysis & needed by Boxlight to finance its current and future developments. Estimating a cost of debt of

Calculations

5.85%, a cost of equity of 9.48% and a D/E of 61.39%, the value for the cost of capital amounts
to 7.6%. This value stands between of the cost of debt and cost of equity as the Company
presents an approximately balanced ratio between the two sources of financing cost in its capital
structure (Exhibit 50).

Discounted Cash-Flow Method

Exhibit 51: Equity Bridge  After identifying what will drive the company's future performance, the determination of Boxlight's

i
(8 million) final value was performed through the DCF method.

For the forecasted period ending in 2041, the cash flow shows an upward trend, mainly reflecting

the increase in revenues, the optimization of costs and the investment in Capital Expenditures

enepsovae oS o =¥ discussed in the previous paragraphs. Another element that reflects the company's long-term

Source: Own Analysis & performance is the terminal value. By applying a growth rate of 1.1%, a terminal value was

Calculations obtained amounting to approximately $169 million. This latter combined with the discounted

operating free cash flow and the non-core invested capital for 2022 results in an enterprise value
of roughly $160 million (Exhibit 57).

Therefore, considering a constant number of shares outstanding amounting to 63.82 million, a
share price of $2.51 was obtained, corresponding to a capital gain of $1.32 given the Company's
current share price of $1.19. Representing a positively high total return, our model discloses a

BUY recommendation.

Relative Valuation

S As an alternative to the DCF analysis, and with the intention of better understanding Boxlight's
&) LINCOLN Y 9 2OXI9
Se= EDUCATIONAL seRvices market value and positioning in the EdTech sector, a Relative Valuation was conducted. Within
== AIVERSAL the same sector four different companies were selected with comparable opportunities and
ITECIINICAI ) . L .

) INSTITUTE potentials for expansion and similar risks.

- Peers chosen for a comparable analysis were Lincoln Educational Services Corp, Universal
ICO“ege Technical Institute Inc, iCollege Ltd and Aspen Group. These companies present not only a

strategic positioning similar to that of Boxlight but also comparable leverage-to-value ratios.

ASPEN

GrRoOoUP | Nc. Wihthe EdTech market being relatively new, high volatility in earnings is expected as it is

7 United States Rates and Bonds, Bloomberg, May 13", 2022
8 “Equity Market Risk Premium — Research Summary”, KPMG, updated March 2022



Exhibit 52: P/Sales &
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common in growing markets subject to significant investments. Therefore, P/E multiples may not

be appropriate for the valuation purposes of this analysis.

As such, EV multiples were selected as they are less susceptible to changes in the capital
structure. These metrics allow to better observe the growth, profitability, and position of Boxlight's
structure relative to its Peers. The most consistent ratios for the analysis are estimated to be
those specific to the Companies’ lifecycles, hence EV/Sales and P/Sales (Exhibit 52). Indeed,
the multiples selected are able to picture Boxlight's financial condition as they are foreseen to
reflect the Company’s underlined encouraging past and future revenues.

By focusing our analysis on the average quartiles (Exhibit 53), the share price is likely to vary
from $0.8 to $18.6 according to the EV/Sales multiple and reach values between $0.3 and $18.1
for the P/Sales multiple. Therefore, using the median coherently with estimations previously
performed, Boxlight would reach a share price of $2.2 through EV/Sales and $1.6 with P/Sales

multiple.

Despite unclarity of multiples valuation with regards to investors’ expectations, as it relates only
to the forecasts for Comparable firms, it is possible to reach a consensus on Boxlight's share

undervaluation, which strengthen the conclusions obtained through the DCF analysis.
Sensitivity Analysis

As some already presented variables have substantial effects on the final value of Boxlight, to
understand how these outcomes fluctuate with key inputs, several sensitivity analyses were

performed.

To begin with, the influence on the cost of capital (WACC) of different beta values and costs of
debt was tested (Exhibit 54). For the range of beta values, the interval of upper and lower bound
obtained from the Company’s regression analysis was used. On the other hand, the risk-free rate
was chosen as lower bound in the range for the cost of debt while the final calculated cost of debt
represented the upper bound of the debt range.

Exhibit 54: Beta Levered & Cost of Debt
A LEVE
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Another impactful input in our valuation is represented by the terminal growth rate. For a
meaningful range of rates to test, we considered different Reinvestment Rates and Returns on
New Invested Capital based on the observed values. With thoughtful considerations on these
items, a sensitivity analysis of Boxlight’s stock price was performed relative to different

WACC values and growth rates obtained in the calculations above.

The examination provided a wide range of values for Boxlight's terminal value as well as of prices
for its stock prices. Analysing the stock values more closely, it is possible to notice that the
average value amounts to $2.54. Therefore, being the average price close to the target price
obtained in the valuation performed and higher than the Company’s current price, the

recommendation provided in the above section is reinforced.



Exhibit 55: Scenario Analysis

EV $ 160892
Share Price $251
Reccomendation BUY
EV $ 237741
Share Price $3.71
Reccomendation BUY
EV $98117
Share Price $1.52
Reccomendation BUY

Source: Own Analysis &
Calculations

Exhibit 56: Scenario Analysis
Units Sold (2029)
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Scenario Analysis

In order to bolster the assumptions presented in the various sections, the model's validity was
tested under different market circumstances, identifying bear and bull scenarios (Exhibit 55) in

contrast with the base scenario (SP= $2.51).

In the bull scenario a prompter and more prolonged market growth is presented, alongside the
ability of Boxlight to create higher value in terms of increased revenues (equal to $230 million in
2022 vs $228 million in the base scenario) and decreased costs thanks to more beneficial
acquisition strategies and a higher demand in solutions than the ones hypothesized in the base
scenario. On the contrary, in the bear scenario a slower and more fragmented growth of the
industry is assumed. This reflects a faster saturation level of the market and a greater difficulty
for the Company to identify optimal investments, which translate into fewer revenues amounting

to approximately $227 million in 2022 and 0.34% lower than the baseline scenario.

Furthermore, the existence of driving conditions such as the introduction of new innovative
technologies and the increase in distance learning solutions, are foreseen to lead to an increase
in funding from investors in the sector under analysis. As such, in a bull scenario Boxlight’s units
sold are expected to increase to around 329 thousand units by 2029 in contrast with the 326
thousand units estimated in the base scenario. On the contrary, in the hypothesis of a lower
growth in the educational technology market the units sold are estimated to be reach 323
thousand by 2029 (Exhibit 56).

Both hypotheses test the uncertainty of the EdTech market trend which, as previously argued,
has a strong growth potential but is still fragmented and presents a relatively high rate of
competition. Furthermore, as the performance of education approaches is unpredictable, it is
coherent to hypothesize scenarios starting precisely from the variation in value and growth of the
global market. In general, the analysis is highly dependent on how well Boxlight is able to manage
its market expansion and cost items. Nevertheless, both approaches consider a baseline Capital
Expenditures as Boxlight intends to fulfil its acquisition strategy independently of market

conditions.

Values subject to variation in our analysis under review further reflect the effect of a change in
competitive position. Harder market conditions, reflected in the bear scenario, are expected to
be driven by an increase in market competition and in the bargaining power of buyers, leading to
a decrease in unit price by 0.25%. On the other hand, easier market conditions of the bull
scenario are expected to lead to an increase in unit price by 0.25% due to the implemented market

positioning and the diminished bargaining power of Boxlight's buyers.

Finally, Boxlight's considerable capacity or inability to obtain profitable investments and
acquisitions, alongside respectively favourable or adverse market conditions, are estimated to
lead to higher or lower demand for innovative solutions and services. Therefore, an increasing or

decreasing trend in variable costs are estimated in the scenarios analysed.

In conclusion, in a bull scenario an increase in the Company’s competitive position within the
industry is expected. This is estimated to drive to an increase in revenues as well as a proportional
decrease in costs, with direct positive consequence in operating margins and leading to a share
price of $3.71. On the other hand, the assessments of the bear scenario, based on a decrease
in revenues and proportional increase in costs, leads to a lower company valuation with a

stock price equal to $1.52, closer to the current price estimated. However, in both conditions the



return would be higher than 10% and would lead to a recommendation to BUY.

Taking all into consideration and weighting the likelihood of each scenario to different combination
of percentages (Exhibit 57), an intrinsic median share price of $2.54 is obtained and fully supports

the BUY recommendation previously identified in the base scenario.

Exhibit 57: Weighted Scenario Analysis Prices

Base Scenario probability

100% 90% 80% 70% 60% 50% 40%
R 0%|s 2.51
g 5% $ 2.52
b 10% $ 253
3 § 15% $ 2.54
g - 20% $ 255
A 25% $ 2.56
I 30% $ 2.57

Source: Own Analysis & Calculations
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The Digital Education Revolution

It’s time to invest in Technology Enhanced Learning

- Event: We report the recommendation of BUY Boxlight
Corporation, considering a target share price of $2.51 as of
12/31/2022, which is included in the 52-week range. This equates
to a positive high total investor return, and a capital gain of $1.32
compared to the Company's current price of $1.19 per share.

- Investments Case: Our investment thesis is based on
different long-term factors: 1) The alignment of Boxlight's growth
strategy with the main growth drivers of the EdTech market, is
expected to lead the Company to an increase in units sold within
different markets of approximately 156% over the forecasted
period. 2) The restoration of operating margins driven by the
growth of Boxlight through acquisition, which are expected to
reach 20% by the end of the forecasted period. 3) A continuous
moderation and reduction in Company’s cost items are foreseen
to be driven by the broadening of its market jurisdictions as well
as by an increase in efficiency of Human Resources.

- Valuation: Our target price is obtained by the DCF
method, based on a WACC of 7.6% and terminal growth of 1.1%.
A relative valuation as well as a scenario analysis were

conducted to evaluate the risks faced by the Company.

Company description

Boxlight Corporation is a provider of interactive technology solutions for
education, business, and government institutions. The Company
develops, sells, and distributes its hardware, software, and services to a
wide range of market regions. The innovative business model based on
the introduction of innovative technological solutions drives Boxlight to a
favorable position in the stock market.

COMPANY REPORT

20 MAY 2022

44304@novasbe.pt &
42309@novasbe.pt

Recommendation: BUY
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Revenues 54.89 185.18  228.54
Gross Profit 9.87 46.52 26.30
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Company Overview

The primary purpose of the present Equity Research is to provide investors with
detailed financial analysis and recommendations on Boxlight Corporation,
demonstrating how the current prospects and opportunities favour the growth of
the company's value. This section presents the Company’s profile, operating

segments, strategy, ownership, and stock performance.
Company Profile

Boxlight is an educational technology company formed in Nevada in 2014, and it
is regarded as a provider of several solutions in this industry. The Company offers
interactive products designed and developed for the global education market, but
also sold to the healthcare, government, and corporate sectors. The Company
operates primarily in the United States and the United Kingdom, but it has also
exposure in the EMEA, Mexican and Australian markets. More specifically,
Boxlight’s products are currently sold in approximately 60 countries, distributed
through more than 500 global resellers and their software is translated into 32

languages, reaching more than 850,000 classrooms.

Exhibit 1: The Organizational Structure of the Company (2021)

~

I\  Nasdaq: BoxL

AN

Boxlight Boxlight
EOS Education Latinoamerica Servicios et i L!"ﬂ“mg"‘“ A
Nevada A Washington Mexico
Boxlight Group 'Sahara Holding Limited
UK, LTD i
UK

Sahara Nordic OY Sahara Nordic AB Sahara Presentation |} Sahara Presentation Sahara Presentation
Company Company Ltd Inc. GmbH
Finland Sweden UK Deleware Germany
Clevertouch B. V
Holland

Source: Company’s Report and Own Analysis

Operating Segments

The Company operates across two different business segments: Product

segment and service segment. While the former represents roughly 95% of the
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Exhibit 3: Company’s Sales per Company'’s revenues, corresponding to approximately $176 million in 2021, the
Market S t 2021 _— . .
arket segmen latter amounted to $9 million during the same year and can be considered as
complementary to the product segment as these are usually bundled together

N (Exhibit 3).

The product segment includes the design and development of hardware and

' software solutions. The revenues from hardware products derive from the sale

95%1,

® Product Segment OSafr&\lNare STEM' and Professional Development. As of 2021, hardware products’ sales
® Software

®Service  amounted to $171.8 million, representing 93% of total sales, in contrast with $48

of Front-of-Class Display (Mimio and Clevertouch Brands), Classroom Audio,

Source: Boxlight’s Annual Report million registered in 2020. Finally, the revenues from Boxlight's suite of software
represents approximately 2% of the total sales, reaching $4 million. These derive
from combining titles acquisitions of Mimio and Qwizdom, which are both leading

Exhibit 4: Company’s Sales per brands for IWB? and Formative Assessment Software Categories.
Market Sector 2021

On the other hand, the service segment, which represents approximately 5% of
the total company revenues, includes professional, maintenance, and subscription
services. Specifically, this segment of revenues derives mainly from third-party
outsourced installation and professional updating services.

For what concerns the user-base served, as of 2021 approximately 92% of the

company's total sales, amounting to $170.4 million, were originated from the
education sector (Exhibit 4). However, it is stated in the annual reports that the
1333‘232?3‘3 MZ‘IﬁZI firm is willing to expand its business significantly in the government and
Source: Boxlight's Annual Report corporate sectors aiming to become a leading product innovator. Therefore, we
expect this segment to reach approximately 40% of the Company’s total revenues

by 2041.
Exhibit 5: Company’s Sales per Finally, considering the regions where Boxlight operates, all substantial revenues
Geographic Market 2021 in the United States, amounting to 36% of the total revenues, are generated by
the production of solutions in the education market. Contrastingly, in the EMEA
region 25% of revenues are generated in the government, healthcare, and

corporate sectors (Exhibit 5).

Strategic Acquisitions

The growth strategy of the Company is based on the strategic acquisition of

@ United states resources and technologies to extend and complement the existing businesses.

® United Kingdom

© Other Jurisdictions Boxlight aims to centralize business management for new acquisitions through an
Source: Boxlight's Annual Report ERP?3 system that enables subsidiary integration with a multi-currency platform and

" STEM is an acronym for the fields of science, technology, engineering, and math,
2 |WB is an acronym for interactive whiteboard,
3 ERP is an acronym for Enterprise Resource Planning.
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clear performance visibility. This will enable the Company to diversify its operations

in terms of both product mix and geographic presence.

During the years, Boxlight has acquired key businesses to increase its value

proposition (Exhibit 6). In 2016, the Company purchased Mimio, which resulted in

a more competitive market presence and in increases in revenues by

approximately $17 million as well as in gross margin by 11.7%. Later, the

acquisition of EOS Education in 2018 led the professional services division to

produce 8% of its total revenues with a profit margin above 50%. Subsequently, in

2020 the acquisition of Sahara Presentation System broadened the Company's

geographical footprint and product offering, translating into immediate

consolidated profitability with over $100 million in sales. In March 2021, the

Company acquired Interactive Concepts BV, a key distributor of AV and IT

products which led Boxlight to increase its revenues from the Benelux market by

25%. Finally, in December 2021 Boxlight purchased FrontRow Calypso LLC. The

Exhibit 6: Boxlight's Strategic acquisition of this producer of technologies improving communication in learning
Acquisitions (2016-2021) environments is expected to increase Boxlight's revenues by 15.67%, as

mentioned in the proforma information of the Company*.

April 2016 Jul 2016 May 2018 Aug 2018 Apr 2020 Mar 2021
Acquisition ACqulS[thn of Acquisition of Acquisition of Acquisition of Acquisition of
of BoxlighT | Cohuborate EOS Robo 3D and Interactive
Mimio Group \ vz Education | MyStemKits Concepts BV |
imi BMBOXLIGHT. COHUBA ;
mimio [E[= A EOS =
May 2016 Nov 2017 0 Jun 2018 Mar 2019 - Sep 2020 - Dec 2021
Acquisition of Initial Public Acquisition of Acquisition of Acquisition of Acquisition of
Genesis Offering on Qwizdom [ Modern [ ahara FrontRow
Collaboration NASDAQ Robotics Presentation Calypso LLC
/ (‘) ¢ Systems front
OG(E‘::VE‘?;"S ¥ Nasdaq o \.k/ 0ot SAHARA' ron
wizdom e

Source: Company’s Report

Exhibit 7: Revenues & Gross Profit  The different strategic operations abovementioned resulted in a significant
Margin Performance (2018-2021) . . ,
increase in the Company’s revenues market share. As a matter of fact, from 2019

$18U7 152021, its revenues’ market share showed an increase of over 400%, from 0.02%
27%
23%

18% to 0.07%. Nevertheless, the operating margins in the historical data showed

negative values due to the high operating costs and its numerous acquisitions.

However, it is possible to believe that this value will be growing alongside with the

$ 54 890
SE!  $330% Company's revenues, which have already risen by over 237% during the last two
. years (Exhibit 7).
2018 2019 2020 2021
® Revenues When looking at the Return on Invested Capital (ROIC), amounting to -6% in 2021,

® Gross Profit Margin it is possible to notice that, although presenting an historical negative value due to

Source: Boxlight's Annual Report the massive capital investments during the past financial years, it has been

4 Annual Report 2021, Boxlight, March 2022
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increasing dramatically. Therefore, it is consistent to expect the Company to take
into consideration the value creation demolition in place during the historical years
and start generating value for the investments in the forecasted years. As a matter
of fact, we estimate a positive change in Return on New Invested Capital which

will greatly influence the value of the Company.

In conclusion, Boxlight, grows organically through acquisitions and will

expectedly continue doing so by focusing on creating value for its business model.
Ownership Structure

Exhibit 8: Ownership Structure 2022  Boxlight Corporation's shares have been traded publicly since November 2017 on

1.27% the NASDAQ stock market, with an initial listing priced at $7 per share. The

17,09% composition of Boxlight's shareholders is mainly dominated by investment

38,4% advisors, companies and hedge fund managers accounting for 79.69% of the total
ownership (Exhibit 8). Their diverse nature mitigates any agency problems which
could potentially arise internally.

'20’35%‘3, Of the 64,350,070 shares in circulation, 92.73% are “free float”, as they can be

listed on the market and are unencumbered, while the remainder is owned by

P 20,94%

o Investment Advisor strategic entities. The large proportion of free-float shares provides the Company

® Corporation

:,ﬁ',?,?ﬁgu*;‘l’”d Manager with low volatility, due to the small bid-ask spread, and a higher amount of liquidity.

¢ Brokerage Being backed by Boxlight's possibility to issue shares to external investors with
Source: Boxlight’s Annual Report little constraints, the high amount of liquidity, to some extent, can be used freely to

accomplish its acquisition strategy.

In addition to selling stocks to external investors, the Company, in compliance with
the Equity Incentive Plan, allocates a portion of its shares to a pull of stock-based
compensation payable to its key employees, directors, consultants, and officers.
Contributing beyond the regular payment of these players is extremely useful in
aligning Boxlight's strategic interests with those of its shareholders and to
incentivize, retain and attract employees. Furthermore, we consider the
institutional investors’ significant weights in the Company's ownership structure as

a positive sign of potential further contribution for its future projects.

Finally, Boxlight is not willing to tackle a dividend pay-out policy due to its desire to
optimize its acquisition strategy by investing its available cash in new valuable

opportunities.
Stock Performance

With a current market capitalization of $64 million, Boxlight faced an overall

irregular cycle performance throughout the years. Various drivers led the company
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Exhibit 9: Boxlight vs S&P500 to such stock performance movement. The first drivers were the announcements
Stock Performance (2019-2022) " . . . . .
of the Company acquisitions, which led it to increase its operational results. Other
ssdrivers include the Covid-19 pandemic and the Samsung collaboration
$ _ . . .
$j announcement, which in July 2020 led to an increase in stock price of
:: approximately $4. As it is possible to notice in Exhibit 9, the Company’s stock
:Z outperformed the market between April and September 2019 and in other two
:fcircumstances. The first 6-months positive period can be attributed to the

$1 favourable acquisition of Mimio which allowed the establishment of Boxlight's

2019 2020 2021 2022 competitive presence in the market. After a period of underperformance, in July
:gé;f_?g 2020 Boxlight registered another positive accomplishment with Samsung’s
Source: Reuters EIKON announcement of their partnership for a bundled offering which would have

included both Samsung’s displays and Boxlight's software and service solutions.
Such announcement highlighted the desire of Samsung to collaborate with
Boxlight with the intention to grow in the EdTech market and communicated to
potential investor the prospects of Boxlight to drive a faster and long-term growth
through a stronger selling power. The last historical outperformance was recorded
when Boxlight’s stock registered a value of $3, attributable to the announcement
of their investment in the redesign of their website in February 2021. This
communication allowed the Company to transmit to the market its willingness and
ability to introduce innovative solutions in response to a potential new demand

proposition within the industry.

The stock is also part of the Russel Microcap Index (RUMICTR) that measures
unbiasedly the performance of microcap segments in the US market making up
less than 2% of the total US equity market. Due to its positive performance of 2020,
Boxlight had the opportunity to be included in the yearly actualized index and after
the incorporation, dated June 2021, the stock of the Company registered a slight
increase in its performance by approximately 10% (Exhibit 10). To conclude, the
Company’s announcement of collaboration and enlightenment of potential growth

through external institutes acquisitions are key indicators of its stock performance.

Exhibit 10: Boxlight's vs Russel Microcap Index’s Stock Performance (2019-2022)

®RUMICTR
$4500 @BOXL.O $5
$4000
$3500
$3000
$2500
$2000

$ 1500
$ 1000
$ 500

Source: Reuters EIKON
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Exhibit 11: Global GDP growth rate
(%) due to COVID-19 from 2019 to

8%
6%

4% 2.9% 2.9%

-2% .

-4% -3.4%

@M Original forecast  @EETFTED
for 2020

Source: Statista

EdTech Market uses
technology to support the
effective day-to-day
management of education
institutions.

Exhibit 12: Global EdTech Market

Growth 2021-2027

632B

54268
16,52 2% 16,52%
85— 465B
29438
2548

2021 2022 2023 2024 2025 2026

® Market size
© Growth

Source: HolonlQ & Own Analysis

2027

External Environment

This section focuses on analysing the external environment of Boxlight which can
be consider as a fundamental step in preparing the Company’s valuation. The
paragraph below presents the collection of a variety of data defining an accurate
picture of the circumstances.

Macroeconomic Overview and Market Analysis

In early 2020, the COVID-19 pandemic broke out and the number of reported
cases grew significantly. The announcement of lockdown measures in most
countries obliged people to stay at home to reduce social contacts and resulted in

a huge economic downturn (Exhibit 11).

Few are the good things that have emerged from the pandemic. The increased
adoption of technology for educational purposes by schools, higher education
institutions and individuals could be one of such positive aspects. The coronavirus

crisis has put Education Technology and its market in the spotlight.

Driven by the technology landscape, proactive government initiatives and the
growing accessibility of distance learning, EdTech has entered a promising new
chapter of innovation. This might present tremendous opportunities for investors
who prioritize financial returns, but also for impact investors who recognize the
profound effect that the quality of education can have on sustainable

development goals (SDGs).

The EdTech industry has grown at over 15% per year during the past five years
and is expected?® to continue expanding for the forecasted period, with most of the
companies operating in private markets and backed by venture capital funds as
well as an increasing number of IPOs operations within the sector. This market is
estimated at $254.80 billion in 2021 and is expected to reach $605 billion by 2027.
We believe these estimates to be partially reliable as we expect the industry to
grow even faster and reach $632 billion by 2027, with a CAGR within the period
amounting to 16.52%, and 1% higher than the historical estimates due to the

promising evolutions of offer and demand for solutions in the industry (Exhibit 12).

The increasing digital adoption in education has allowed companies to start
contributing positively to society, further concerning the fourth goal for sustainable

development, which contemplates similar quality in education worldwide.

Indeed, by improving access to education for all, the EdTech market can help
bridge inequalities by guaranteeing access to quality goods and services.

5 “EdTech Market — Global Outlook & Forecast — 2022-2027”, Aritzon, Jan 2022
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Furthermore, according to a study®, online courses produce on average 85% less
) CO: emissions per student and use 90% less energy. As a matter of fact, distance

Exhibit 13: EdTech Venture Capital
Investments (2018-2021) learning is estimated to lead to the reduction in students’ travel and energy
consumption of student housing and schools. Therefore, we believe this potential
$20.8B will help the EdTech market to attract interest from impact investors, allowing for

euUs $16.1B
¢ Europe further investments in the sector in the future.

©®China
India
Row

$78 Following this growth potential, Venture Capital funding is expected’ to post a
. I stunning spike in the Global EdTech investments, which in 2021 already registered
2018 2019 2020 2021 a total of $20.8 billion (Exhibit 13). We classify the attractiveness of this sector to

Source: HolonlQ come from the relatively small size of its companies which operate with software

business models and with low operating margins.

North America is the largest market for the EdTech and Smart Classroom industry.
For instance, in the U.S. this industry was estimated at $73.9 billion in 2021,
accounting for 29.3% share in the global market and is expected to grow even
further. On the one hand, the high demand is driven by an increasing awareness
of the EdTech companies’ advantages over offline learning models. On the other
hand, the prominent market share for the region under analysis is related to an

increased penetration of high tech within the educational market.

In China, the EdTech sector was estimated at $53 billion in 2021 and is forecasted

Exhibit 14: EdTech Market to grow at a lower CAGR of 11.3% due to the strong policies introduced in July

Share per Region (2021) 2021. In this region, the regulations have been catastrophic for leading EdTech

979% companies since much of their revenues arose from activities that have now been

1,59% banned, such as tutoring.

29 309, Nevertheless, the rest of the Asia Pacific (APAC) region is reporting a rapid
} urbanization as well as high penetration of EdTech solutions in the Education

market aiming at providing relevant aids in the school management.

; ,,~§';,10% It is also worth mentioning the market growth forecasted in Japan and Canada

accounting respectively for a CAGR of 13.5% and 15.5% over the analysed period.

:E‘;}:ﬁge Finally, the UK’s market has grown by 70% in 2020 and in 2021 was estimated at
:Sﬁnada $4 billion (ca), while Europe continues to remain an important player in the market,
:SJaSpan being valued $24.7 billion in 2021. Both regions are forecasted to grow with the

Source: Own analysis & PRNewswire same pace as the market during the forecasted period (Exhibit 14).

628 Online Education Statistics and Facts to Learn in 2022”, Tea Turkalj llijasic, Comfy Living, Jan 2022
7 “Global EdTech VC Funding - Q1 2022 Update”, HolonlQ, Apr 2022
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Market Segmentation

Exhibit 15: EdTech Market Two are the main end-users worth mentioning when analysing the EdTech market:

per User in 2021 . . . . . .
the education sector, further divided into K-12 education and higher education,

.21% and the corporate training sector.

The K-12 segment, in 2021, accounted for a revenue share in the education
market of over 45%, approximately corresponding to $105.25 billion and it is
expected to retain a leading position between 2021 and 2027, potentially growing

‘34%\\ alongside the market at a CAGR of 16% (approx.) during the period under analysis.

oK-12
@ Higher Education promotion of game-based learning in the sector as well as the strong support by
© Corporate Market

This ruling share could be attributed to the growing trend of the increasing

government policies which benefits are expected to improve user outcomes in the
Source: PRNewswire market.

The global higher education segment was estimated at $85.43 billion in 2021
and is forecasted to grow at a CAGR of 10.8% during the period 2021-2027 thanks
to the increasing number of enrolments and the development of new education

tools and services.

Finally, the corporate training sector, which in 2021 accounted for $49.12 billion,
is expected to grow at a CAGR of 7.97% for the period under analysis. We believe
this tendency is driven by the fact that organizations are increasingly adopting
innovative and cost-effective ways to train their employees. Indeed, the transition
towards e-learning would help companies save their employees’ working hours

with more effective information supply (Exhibit 15).

Market Trends

Exhibit 16: Investment in

Education Market (2019) We consider the EdTech industry to be one of the most promising sectors in the

<4% Digital Spend market. Several factors drive the development in the EdTech market. These, as

further analysed in the following sections, include a growing demand for e-learning
solutions, an increasing implementation of government schemes to promote
education, a higher need to continue running the education system during the

pandemic, and the fulfilment of an educational gap.

96,40%

Technological Landscape

@ $227B IN EDUCATION TECHNOLOGY SPEND: The education market, unlike other sectors, has been heavily under-digitized for

Hardware, Software and Technology Enable Services

@ %6,2T NON-DIGITAL SPEND: years. Indeed, before the pandemic only $227 billion were invested in digital
Labour, Equipment, Analogue Content, . . . .
Real Estate & Building Works, Utilities education, corresponding to less than 4% of the global spending on the education

etc.
industry (Exhibit 16). However, such circumstances are changing rapidly, hence

Source: HolonlQ 2021 we are confident that the current situation will be entirely reversed due to the
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Exhibit 17: Advanced Technology
Expenditure in Global Education
(2018-2025)

2025
© 2018

$1268B

$6.18

B $3.18
$2B $1.88 138
s0.88 = $0.68
[ ] $0.15
AR/VR Al Robotics Blockchain

Source: HolonlQ

Exhibit 18: EdTech Key

Segments
Product

CAGR 8.6%

SOFTWARE CAGR 4.4%

"TECHNOLOGY-ENABLED! CAGR 3%

g
8

Source: PRNewswire

massive and prompt digital revolution. This transformation is inevitable as it
responds to profound changes in educational and training needs caused by the
increasingly digitalized contexts in which new generations are born. Hence,
digitalization drives a rapidly growing demand for innovative technological
solutions in education. With schools and universities increasingly adopting virtual
classrooms, and tools such as AR or VR technologies to support students'
learning, the EdTech sector is reporting an exponential growth in the instruction
market, with higher popularity among investors (Exhibit 17). Inside the EdTech
industry three are the key segments driving growth for our analysis: Hardware,

software, and technology-enabled services (Exhibit 18).

The hardware segment can be further divided into Interactive whiteboards
(IWBSs), interactive flat panels (IFPDs), and other solutions. This division accounted
for 42.6% of the global education market in 2021 and was valued at approximately
$1.25 billion (Exhibit 19) in the United States and $1.6 billion in the EMEA region
(Exhibit 20). Gaining higher demand in the education market, this division is

expected to grow at a CAGR of approximately 8.6% between 2022 and 2030.

Concerning the software division, it accounted for nearly 40% of the global
EdTech revenues, amounting to approximately $10 billion, and is expected to
grow at a CAGR of 4.4% on average between 2022 and 2030.

Finally, the technology-enabled services, was valued at $4.4 billion in 2021 and
is expected to grow at approximately a CAGR of 3% during the period under

analysis due to the increasing demand of technological service in the industry.

As learning technologies and artificial intelligence are improving, it is foreseeable
that personalization through service technology, and in this case education
technology, will become increasingly common and requested. This growth in
demand and potential positive integration will likely lead to an increase in value for
those companies that are already present in the EdTech market as well as

newcomers.

Exhibit 20: EMEA Annual Forecast by
product and sector ($ billion)

Exhibit 19: USA Annual Forecast by
product and sector ($ billion)

67
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1 1
1
@ Education-IWB
317 354 392 430 244 280 300 318 333 @ Education-IFPD
Corporate-IWB
@ Corporate-IFPD
6 7 8 9 a7 54 52 48 46

2020 2022 2023 2024 2020 2021 2022 2023

Source: FutureSource
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Distance Learning

Exhibit 21: US Use of Digital Learning  With entire countries under lockdown affecting more than 1.4 billion® students

Tools by Students and Frequenc . . . .
y (2019) d y enrolled worldwide, the education industry started to deliver lessons digitally. The

pandemic has radically changed the way contents are taught and learned. Due to

120% . . . . .. .. .
social distancing norms, students and individuals moved towards digital learning

100% 5% 2%

o 17% 7m platforms which use proves to be more effective, with people retaining 15%-60%
80% %

Bk <74 more material and requiring 40%-60% less time to learn®.

60%

33% 14% e
40% - The coronavirus crisis is promoting a wider adoption of technology to replace,
55% . . . . . .
20% B ety complement and enhance teaching and learning. Being distance learning easily
Aieudons Smonta _ _ accessible, the enrolment in Massive Open Online Courses (MOOC) grew by 60
studen lementary Middle High
(3rd-5th grade)  (6th-8th grade)  (9th-12th grade) . . i . i i
®Every day million learners in 2021 and is foreseen to grow further in the incoming years.

® A few days a week
® About once a week

hessthan once a week Therefore, the use of distance learning will expectedly gain more interest and
ever
Source: Statista importance in the future, enabling the EdTech and Smart Classrooms sectors to

acquire higher market power in the education industry (Exhibit 21).
Proactive Government Initiatives

As mentioned above, due to the Covid-19 crisis, several governments have
introduced incentives to stimulate market growth with a stronger consideration to
the education market.

Nowadays, governments aim to help developing and incorporating technology to
reduce workload, promote efficiency, remove barriers to education, and ultimately
lead to improvements in educational outcomes.

Exhibit 22: US Covid-19 Relief For instance, since March 2020 in the US, $282.7 billion has been allocated to

Plan on Education the Education sector, representing the most significant bailout package in the US

CUEVER MWl history? (Exhibit 22). Furthermore, many other governments are actively investing
Toyation $3078 s 8208 swmos  IN funding organizations and partnerships to encourage the development and
Kz $1328 $ 5408 s1008  jmplementation of digital learning services to meet the need for a lifelong learning.
:Lgu'::ea't'ion $14,08 $22,08 $35,08
Corporate $3,08 $4,08 $508 Furthermore, many other governments across Europe are actively investing in

funding organizations and partnerships to encourage the development and

Source: FUTURED . . . . . . .
implementation of digital learning services to meet the need for a lifelong learning.

To achieve governments’ ambitions to ensure growth in the education sector and
improve sourcing practices, increasingly more investments will be dedicated to
institutions as well as companies offering solutions in this potentially promising

industry. As governments and their incentives demonstrate the recognition of the

8 “Distance Learning Statistics and Growth of Online Education in 2021”, Chang Chen, Otter.ai, Mar 2021
9 “The COVID-19 pandemic has changed education forever. This is how”, Cathy Li and Farah Lalani, World Economic Forum, Apr 2020
0 “Investor presentation February 2021”, Boxlight, Feb 2021
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importance of the education market and the implementation of new technologies

to enable better and more efficient e-learning, these promoted initiatives can be

valued as essential drivers for the future of the EdTech sector.

Competition

Competitive Landscape: A five forces perspective

Based on the model developed by Michael Porter'!, which examines the five key

competitive forces, an analysis of the competition within Boxlight's business

industry was developed (Exhibit 23).

Exhibit 23: Five Forces Analysis

Industry Competition

The threat of new entrants
Strong Force

Strong Force

The threat of
substitute product

Moderate Force

Bargaining Pow&
of _of suppliers

Weak Force

The threat of
substitute product Source: Own Analysis

Moderate Force

Industry Competition

The competition in the Technological Education sector is considerably high.

Several external factors contribute to this competitive rivalry: 1) The large number

of companies in the industry, 2) the high diversity of technologies, and 3) the low

switching costs for customers.

Direct competitors span various industries, although those having the most

significant impact on Boxlight's business are operating on technology education

services as well as related platforms and software.

Boxlight differs from its Peers, such as Lincoln Educational Services Corp, iCollege

LTD, Universal Techical Institute Inc and Aspen Group Inc., due to a business

model oriented to the investment of significant capital in various strategic

1 “Competitive Strategy: Techniques for Analysing Industries and Competitors”, Porter, M.E, Free Press, New York, 1980
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initiatives, including partnerships, collaborations, mergers and acquisitions, and

the development of new products/technologies to expand in the market.

Exhibit 24: Boxlight's vs Peers’ Through the examination of the historical performance of Boxlight against its
Revenues Growth Rate ] ] o o .

100% competitors, an analysis of market positioning was performed. As it is possible to
90%
o 78% notice in Exhibit 24, from 2019 to 2021 the Company outperformed its main
o competitors’ revenues and registered an annual growth rate of 78% in total sales
. 2o x against an average of 14.35% from its Peers.
20%
o ; 040% l However, as revenues are not fully representative of a company’s business, a

Boxlight Lincon Icollege Universal Aspen

mw i eoe  ROIC analysis was performed to better assess the differences in strategies among

Institute

Source: Bloomberg the companies’ examination.

Universal Technical Institute, which registered the lowest revenue growth among
Comparable analysis, operated from 2018 to 2021 with an average return on
invested capital of -4.1%. Comparably, iCollege LTD recorded an average
performance in terms of ROIC around -6% between 2018 to 2021. Aspen
Technology performed with an average ROIC over the period 2018-2021 of 24.8%.
On the other hand, Lincoln Educational Services’ ROIC performance, amounting
on average to 1.6% over the analysed period, was the most irregular with a through
in 2018 of -5.6% and a peak of 7.7% in 2020. Finally, as previously mentioned,
Boxlight's ROIC amounted to -6% in 2021 due to the large capital investments
during the last financial year.

Furthermore, to examine further the competitive position of the Company within

the industry in depth, a broader analysis is performed.

In a research'? about the Information Technology sector, where more than 1,210
companies operating in the industry in the United States were considered, it was
found that the average market capitalization between 2016 and 2021among
companies in that area amounted to $655.8 million, showing a standard deviation
of $1.3 billion. Thus, displaying a current market capitalization of $64 million,

Boxlight can be positioned on the 60" percentile for the industry.

Additionally, a distribution of Return on Invested Capital for the companies
operating in the market was examined in the analysis above mentioned. This latter
displayed an average ROIC in the analysed timeframe among the companies of
2.3% with a standard deviation of 14.1%. Therefore, with an average return on
investment capital over the period amounting to 0.3%, the Company can be

positioned within the 40" percentile in the industry distribution (Exhibit 25).

12 Boxlight Corporation, Finbox.com, May 2022
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Therefore, the competitive strength within the sector is intense due to the growing

Exhibit 25: ROIC Distribution amount of capital spent in innovation on digital solutions.
(2016-2021)

70

50
30 I I I
10
_n-munill III--._-
-38.3% 18.3% 1.7% 41.0%
Source: Finbox & Own Analysis
However, Boxlight is positioning itself increasingly well within the industry and
among its Peers with potentially growing value in ROIC over the forecasted period
correlated to its continuous development of new and unique products due to its
research of new acquisition opportunities.
Bargaining power of buyers
Exhibit 26: % Revenues from a The bargaining power of buyers is classified as a decreasing force for Boxlight

Significant Customer (2018-2021) o ) ) )
considering its more extensive customer base. Indeed, the highest concentration

. 30% of revenues originated from the purchase of products from a single customer in the
o historical years diminished from 39% of sales in 2018 to 11% in 2021. Therefore,
::j the loss of significant customers is expected to have a decreasing material adverse
j:; 43% 1% effect on Boxlight's business due to its broader clients’ diversification (Exhibit 26).
1:; Additionally, Boxlight's substantial capital expenditures, with a forecasted average
" 2018 2020 2o of $1.73 million over the past five fiscal years, allowed the Company to continue

Source: Boxlight Annual Reports developing new products and technologies. Therefore, increasing its product

offering Boxlight will be able to counteract the potential power of its customers.

Finally, Boxlight can be positioned on the median point among a distribution of
companies operating in the education market where the average of capital
expenditure is $9.12 million'®. As such, Boxlight can be classified as aligned to
the main competitors in the market which will allow the Company to progressively

become successful in this area of competition.
The threat of new entrants

The elevated entrance barriers originating from the high costs required for
penetrating the market are the first key factor driving the power of new entrants.

Indeed, even though the sector originally presents a minimum cost base of $10

'3 Boxlight Corporation, Capital Expenditures, Finbox.com, May 2022
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Exhibit 27: % Revenues from a
Sianificant Vendors (2018-2021)
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Source: Boxlight Annual Reports

thousand, this amount can grow exponentially depending on the technology to be

developed'.

On the other hand, the growing demand for new technologies loosens the entry
barriers of the EdTech industry. However, the market still presents a high level of
competition among the already established companies which lowers new
competitors’ power. For instance, more than 660 EdTech start-ups'® were born in
the last twelve months but only 33 became unicorns potentially representing a

menace for the industry.

In conclusion, the threat of new market entrants is classified as moderate for

the management and strategic growth of the Company.
Bargaining power of suppliers

The suppliers’ bargaining power can be classified as an increasingly weak

force in the marketplace where Boxlight buys its product components.

Indeed, the highest concentration of purchases condensed among few vendors is
decreasing, from 80% registered in 2018 to 31% in 2021 (Exhibit 27). Therefore,
the decreasing dependence over few key suppliers represents a potential for
Boxlight to gain an even higher bargaining power among them. This can be related
to the presence of a high availability of supply, a large population of suppliers, and

various sizes of individual suppliers.

Furthermore, the high availability of the offer, in combination with the large
population of suppliers, weakens the bargaining power of these individuals for
Boxlight and its competitors. In addition, supplier industries such as manufacturers
are also being highly competitive. This means that the cost which Boxlight is
subjected to for switching from one supplier to another is relatively low and does

not represent a significant obstacle.
The threat of substitute products or services

Boxlight faces a moderate threat of replacement products or services.

In a study'® developed over the use of Education Technology in the US schools
and institutions, it has been proved that the majority of teachers and administrators
recognize the potential value in using digital learning schools in the long term.
Indeed, from the research it appeared that 85% of teachers and 95% of
administrators strongly agreed to use digital learning tools instead of returning to
the use of traditional ones to support student’s learning goals. Therefore, the

14 “Initial Capital for the New Technological Enterprise”, Edward B. Roberts, MIT Sloan School of Management, Sep 1989
S EdTech Database, Dealroom.co, May 2022
16 “Education Technology Use in Schools — Student and Educator Perspective, Gallup Inc., 2019
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market of interactive learning, gaining higher recognition from institutional
perspectives, is witnessing a decreasing threat originating from the substitution of

traditional teaching tools.

Another crucial element driving the threat of substitute products is represented by
the appearance of many low-cost competitors which lead the offer price for
products to a lower level. However, considering that the price of hardware solutions
for education ranges between $1000 and $15000 in the market, Boxlight strongly
competes among the Companies from this industry with an average price per

product amounting to $1303.

In conclusion, based on the analysis presented on Boxlight's business, the
competition in the sector and the bargaining power of buyers exert a powerful force
on the company, which can affect its profitability. The threat of new entrants and
of substitute products have a moderate impact, while the bargaining power of

suppliers plays a trivial role for the success of the education technology sector.
Long-Term Value drivers

In the future, the key drivers to Boxlight's value growth will be based on its strategic
acquisitions and on allowing the Company to enter new markets, implement its

product portfolio and achieve cost reductions.

These driving factors can be perfectly associated with the industry trends and with
the current strategic provision of the Company as discussed in the previous

sections.

Firstly, one of the primary objectives of Boxlight's growth strategy, through strategic
acquisitions, is to enter new markets and strengthen its position where it is
already operative. The expansion strategy appears to be aligned with government
incentives as they make potential new markets more attractive to Boxlight. Such

Exhibit 28: Boxlight market government incentives will be reflected in less regulatory complexity, which will
expansion (2021-2041)

it
»

allow for easier expansion into new sectors.

As already stated in the Company Overview, Boxlight operates not only in the

v
(7S

United States but also in the United Kingdom and has exhibitions in EMEA, Mexico,

Kl

and Australia. From the historical analysis, it emerged that the company obtained
substantial revenues from the United States. However, starting from 2021, it is
possible to observe a considerable increase in sales from the Other Jurisdictions
and the UK which reached respectively 39% and 25% share in total revenues in
Source: Boxlight Annual Reports and the same year (Exhibit 28). With the acquisition of FrontRow in 2021, which

Own Analysis

presents offices around the world, such as in Canada, Denmark, China, Australia

and the UK, a further strengthening of the two markets previously mentioned is
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expected. Therefore, through its international expansion, Boxlight will be able to
ensure a stronger long-term growth with forecasts predicting an increase in
sales in new Other Jurisdictions, which are foreseen to reach 49% of revenues
share in 2041.

The second goal of Boxlight's growth strategy, through strategic acquisitions, is
represented by the Company’s willingness to expand its business and product
portfolio. Boxlight's desire to diversify its production perfectly aligns with the
technological landscape and distance learning circumstances discussed above.
Indeed, the growing presence of innovative technological landscape for education
and the high propensity for distance learning have significantly increased the
demand for this industry. The aspiration to broaden its product portfolio driven by
the higher demand in solutions, led Boxlight to search for new acquisition
opportunities.

For instance, Boxlight's latest acquisition, FrontRow Calypso LLC, enabled the

Exhibit 29: Value Creation from Company to expand its operations and to potentially create long-term value for its
FrontRow’s Acquisition . ) . L

business. FrontRow Calypso LLC was acquired for $34.7 million, which includes

0 a premium of 15.67% ($4.7 million) on its market value amounting to $30 million.

1.3 Valie  Therefore, for the FY 2022, it is possible to expect FrontRow's business unit to

30 e contribute approximately to $30 million in total sales, $15 million in Gross Profit
and $7 million in EBITDA due to the introduction of new solutions. As the

Company expects to increase FrontRow's business value by 20% through various

10 operational improvements, a growth in value for Boxlight originated from the Target
Company’s purchase is estimated to amount to $36 million, resulting in

Value  Price shareholders’ value creation of $1.3 million (Exhibit 29). Therefore, for a growing
reeehed v company like Boxlight new acquisitions effectively enable the introduction of new
Source: Boxlight Annual Reports and products and technologies, and new market trends allow for a wider choice of

Own Analysis ] . .
profitable investments for Boxlight.

Finally, the cost reduction integrated in Boxlight's acquisition strategy is expected

to drive the performance of both Cost of Revenues and Operating Cost items.

To begin with, freight costs, especially operating through air solutions, constitute
part of the Cost of Revenues. Seeking to diminish these sources of expense, the
Company recently acquired two key distributors: Sahara Presentation System
PLC and Interactive Concept BV. Indeed, we believe the purchase of new
companies will lead to decrease the growth of this cost item, thanks to the
increasing presence of Boxlight in different markets. Then, the costs to purchase
components and finished goods, which make up the total Cost of Revenues
alongside the item analysed above, highly depends on the bargaining power of

external suppliers. As of 2021, the Company is reported to receive most of its

PAGE 18/37



BOXLIGHT CORPORATION COMPANY REPORT N —

NOVA SCHOOL OF
BUSINESS & ECONOMICS

components from external providers. The future acquisitions of key producers will
potentially lead the company to gain an increasing power towards suppliers with a
direct effect on the price per unit purchased due to the growing efficiency given by
the higher centralization in the value chain. The last cost item contributing to the
total Cost of Revenues value is represented by the cost of professionals for the
provision of trainings. This cost line is highly dependent on Boxlight's final goal
to penetrate also in the government and corporate market which potentially will

lead to an increasing demand in training solutions.

Finally, as for the Operating Costs item, an optimization of resources is expected
thanks to the introduction of new infrastructures and the reorganization of human
resources due to acquisition strategies. The employment of senior management
and key personnel that can efficiently operate in the business represents one of
the drivers of success of Boxlight. As the Company’s business continues to grow
with new acquisitions on the pipeline, the need for highly trained employees is
increasingly high as it potentially drives the ability of Boxlight to increase not only
its revenues from existing products and services but also from the launch of new

product offerings.

Valuation Assumption

Revenues Breakdown

The prospects for Boxlight reflect previous considerations which concern: 1) The
trends in the global technology education market and respective growths in
investments, and 2) the targeted acquisition strategies of the Company. Even
though historically the Company showed a different inclination from the one

marked by the EdTech industry, our thesis can still be considered as consistent.

Exhibit 30: Boxlight's Revenues Considering that the Company was only founded in 2014 and listed only three
Bottom-Up Approach

years later, we believe that basing our assumptions uniquely on historical
performances of the Company would be erroneous for the final purpose of the
& overall research. Therefore, we considered more consistent to focus on the future

growth potential of Boxlight with regards to the future market and competitors’

trends explained in the sections above.
PRICE
To determine a reliable revenues’ forecast for Boxlight based on the understanding
of what drives the Company’s performance, a Bottom-Up approach is developed

(Exhibit 30). Furthermore, past and potential future macroeconomic market cycles

Source: Own Assumptions are considered. The different components contributing to the evolution of Boxlight's
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revenues are: The average price for a unit sold, the number of units sold and

the geographic and sectorial segmentation of the company.
Average Price per Unit Sold

Exhibit 31: Average Price per Product To determine the prices of Boxlight's products, the price list published in 2021 was
Software solutions  § 1160 s 1187 szt employed and an average price for the different product categories was obtained

and assumed to remain constant for the historical data. As previously mentioned,

Hardware $1035 $1059 $ 1984
: the competitors within the market under analysis will not affect Boxlight pricing
HigerStucation | #1340 $ 1371 sue  offering. Therefore, it is consistent to consider the Company to likely maintain a
Corporate $730 747 s765 rising trend in unit prices alongside the market, amounting to 2.36%'" and
2521 202 223 corresponding to the US CPI inflation rate until 2029, when the trend is estimated
Source: Own Assumptions to flatten (Exhibit 31).

Units Sold

A revenues’ analysis is performed first through the identification of the main
segments among the wide range of products offered. Boxlight’s solutions offering
reflects the segments examined in the Market Analysis section and the analyses
for the Company will be aligned with the ones mentioned for the industry.
Therefore, Hardware, further divided into IFDP and IWB, Software and Services
represent the different components of units sold that are considered to drive the
growth of Boxlight's revenues.

Exhibit 32: Units Sold per Type of  As previously mentioned, the total number of units sold for Boxlight is highly driven

PrOdUCt(gr%rguzsgL%;r © 2041 by the global development in investments and demand for digital solutions.

With a growing number of acquisitions and, hence, a wider Company’s product

180

160

portfolio, an increasing number of units sold within the markets served is expected.

- Therefore, aligned with global market expectations the number of Boxlight's

120

software solutions is forecasted to grow on average with a 4.5% rate for the

100

o Software period 2022-2029 followed by a decreasing trend of growth amounting to
® Hardware

o Senices.  @pproximately 2% for the period ending in 2041 (Exhibit 32). As such, the units

60
40

sold for this segment are expected increase from approximately 3 thousand in

20

2021 to 5 thousand in 2041. Similarly, the growth rate in the quantity of hardware

_ , sold follows an increasing trend ranging between 7% and 9% for the period 2022-
Source: Own Assumptions
2029 and a further declining trend amounting on average to 4% in the period
ending in 2041, when it is estimated to reach 400 thousand units sold. Finally,
with regards to the last unit type, it is consistent to believe the number of service

solutions sold to be growing at a rate aligned with the market forecasts and

7 “US Inflation Forecast: 2022, 2023 and Long Term to 2030 | Data”, Knoema, Mar 2022
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Exhibit 33: Units Sold per Region
From 2018 To 2041 ($ thousand)

180
160
140
120
100

80

60

40
e US

20 [ UK
® Other Jurisdictions

2018 2023 2029 2035 2041

Source: Own Assumptions

Exhibit 34: US Revenues ($ million) vs
% Share (2019-2041)

® US Revenues
® % Share

q\

$240.40

$32.70 $19.76

2019 2020

2021 2022 2041
Source: Boxlight's Annual Report

& Own Assumptions

Exhibit 35: UK Revenues ($ million) vs
% Share (2019-2041)

® UK Revenues $167.06

® % Share
,,,,/ o
57.14
$ 46.29 $
/[ $988
$053 I
2019 2020 2021 2022 2041

Source: Boxlight's Annual Report
& Own Assumptions

amounting to approximately 3% for the period 2022-2029, thus reaching 65
thousand units traded in 2029.

We believe the growth in units sold highly reflects the expectation that investors
sentiment will turn to the education market due to its growing potentiality of positive

returns on investments.

To gain a deeper understanding of what drives the company's performance, an
analysis is performed over each of the key geographic business segments: US,
UK and Other Jurisdictions (Exhibit 33).

United States

Boxlight's primary market, the United States, accounts for approximately 36% of
its total revenues in the FY 2021. In accordance with Boxlight’s expansion strategy,
for the forecasted period it is expected to notice a decreasing value in the
Company’s share of total revenues to nearly 32% by the end of 2041. The
reduction in revenues’ share for this geographic segment is the result of an
increasing share gained by the other jurisdictions where Boxlight is (or will
potentially be) operating (Exhibit 34). Furthermore, aligned with Boxlight's portfolio
implementation strategy, the Company is expected to make substantial
investments to fill product gaps and to strengthen its presence in the corporate
sector. This will result in a declining percentage of the revenues originating in the
US from the education sector counterbalanced by a proportional increase in
revenues from the corporate segment, which will reach approximately 25% by the
end of the forecasted period.

In conclusion, despite the Company's expansion ambition, we estimate that
Boxlight will be able to continue generating substantial revenues in this market,

investing in it, and strengthening its strategic positioning.
United Kingdom

The United Kingdom market is of particular interest for the Company as this
segment alone accounted for 25% of total revenues in 2021, mainly due to the

acquisition of Sahara Presentation Systems PLC, headquartered in the UK.

This acquisition represented an essential investment for the Company and is
expected to drive around 25% of revenues for the period between 2022-2029.
However, we do not expect this market segment to grow further due to Boxlight's
inclination towards the investment of capitals on a wider spectrum of jurisdictions
(Exhibit 35). Therefore, a decreasing rate in this revenues’ market share is
foreseen and will lead to approximately 20% in share by the end of 2041.

Furthermore, similarly to the United States market, in the United Kingdom most of
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Exhibit 36: OJ Revenues ($ million) vs the revenues will depend on products sold in the education sector, with a constant
% Share (2019-2041)

® OJ Revenues
® % Share $ 260.60

decrease in favour of the sales of products in the corporate market.
Other Jurisdictions
The Other Jurisdictions (OJ) sector currently refers to the Mexican, Australian

and EMEA markets where Boxlight has vast exposures. In line with the strategies
$89.13

$72.21
/ $2525 I
7 ||

2019 2020 2021 2022 2041

discussed so far, we expect that over the forecasted period, the revenue share of
this sector will be higher than the other two areas, with approximately 40% share
in 2021, and growing steadily up to 49% by the end of 2041 (Exhibit 36). The
historical boost in this segment, from 0% of revenues’ share in 2019 to 40% in

Source: Boxlight's Annual Report 2021, was due to the purchase of both Sahara Presentation Systems and
& Own Assumptions

MyStemKits and STEM Education Holdings, which increased the sales in Europe,

Middle East, and Africa as well as in the Australian market.

Furthermore 75% of product sales are related to the education sector and the rest
originates from the corporate sector which is expected to increase gradually
overtime.
Exhibit 37: Boxlight Revenues Growth In conclusion, Boxlight is expected to reach approximately $497 million in
From 2021 To 2041 ( m””osn();ss revenues by 2030 with an annual growth rate of around 12% and a trend towards
a steady state in the forecast period ending in 2041 hitting $668 million in revenue
S 497 . (Exhibit 37). Considering the current growth opportunities in the market and how

$185 - these align with Boxlight's goals, we believe this prediction to be reliable.

= . Costs breakdown
2021 2030 2041
o United states Cost of Revenues

® United Kingdom
® Other Jurisdictions

Source: Boxlight's Annual Report The Cost of Revenues (or COGS) item, as mentioned in the Long-Term Value
& Own Assumptions Drivers section, mainly comprehends freights costs, cost to purchase finished
goods and costs of professionals for training services. These costs are

partially dependent on revenues and, to some extent, are assumed to progress

alongside with them as well as with the future development of volume of sales.

Despite Boxlight's efforts to rigorously manage costs, the average COGS as a

percentage of sales was high in the past and amounted to approximately 75% of

total revenues. The reasons behind this notable value can be related to the further

dependence of these costs on the global transportation costs, and in particular

air freight costs, as well as the Company’s reliance on external suppliers and the

amount of service solutions provided.

Due to the pandemic and the ongoing war, which is leading to a growing value in

the cost of oil and gas, it is estimated that the US air freight costs are increasing
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Exhibit 38: Cost of Revenues
From 2021To 2041 ($ million)

534.90 537.65
& 202.24
138.65 I
2021 2022 2040 2041

® Cost of Revenues
® % Revenues

Source: Own Assumptions

Exhibit 39: SG&A Personnel
(2020-2041)

63 61

48 48
40% 40% 40%

24% 24%
2020 2021 2022 2040 2041

® % Cost related to personnel
® # Employees Administration
® # Employees Sales

Source: Own Assumptions

Exhibit 40: R&D Personnel

32

28

30% 29%

2020 2021 2022 2040 2041

® % Cost related to personnel
® # Employees Operations
® # Employees Marketing

Source: Own Assumptions

by 77%'® in 2022, followed by a 12% increase in 2023, a decreasing trend of
growth for the following years'® and a flat growth rate from 2032 onwards. Similarly,
in the UK and in the Other Jurisdictions where Boxlight operates, air freight costs

are expected to increase with an analogous trend.

The purchase of new companies directly producing final goods for the Company is
expected to drive the reduction in the degree of dependence on third parties’
good production due to the potential growth in Boxlight’s bargaining power. A first
consolidation of Boxlight's supplier market is expected over the period ending in
2030 with a constant share in the Cost of Revenues of 37%. Consequently, a
decrease in the amount of finished goods and components purchased by external
suppliers is forecasted and will expectedly lead the costs related to this item to

diminish at a constant rate amounting to approximately -2%.

Finally, with regards to the costs of professionals for training services, it is
considered consistent to estimate its development through the share evolution of
the service solutions offered by the Company. Differently from the cost lines
previously examined, this cost is estimated to increase by an average of 2% due

to the higher amount of services forecasted for the Company’s business.

As a consequence, COGS percentage in relation to sales is expected to increase
from 75% in 2021 to 81% in 2023, due to the significant increase in freight costs
for the first 2 forecasted years. However, due to the implementation of its business
strategy, the Company is expected to decrease the share of COGS to 80% of total
revenues by the end of the forecast period (Exhibit 38).

Operating costs

According to the Company’s annual report, in 2021 around 123 personnel of the
company was employed in Sales and Administration (SG&A) operations (Exhibit
39) while 60 employees were engaged in the Research and Development (R&D)
segment (Exhibit 40). In the FY 2021, for what concerns the SG&A costs it is
estimated that around 40% of the total amount is related to the salaries paid to the
employees while for the R&D costs 50% is destined to the personnel wages.
Indeed, the share of costs for the Research and Development personnel is
influenced by the amount of prototype and sample costs, design and product
certification costs which potentially make up 60% of these expenses. On the other
hand, General and Administrative expenses further derive from other costs of
professional services, such as legal and facilities expenses, which make up for the

remaining 50%. As mentioned in the former Value Driver section, the forecast for

18 “Exceptionally high air freight prices ‘likely to climb further”, Will Waters, Loyd’s Loading List, Nov 2021
19 “Freight Costs Expected to Remain High in 2022”, Connor D. Wolf, Transport Topics, Jan 2022
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these items of cost is based on the intention of the Company to implement the
employment process and focus on retaining more highly trained employees.
Therefore, an increasing cost per personnel alongside a decreasing share in
personnel related costs is estimated to compensate the higher quality and
efficiency required. Indeed, an increase by approximately 2% in yearly costs
related to Research and Development as well as in SG&A expenses is expected
due to the introduction of new infrastructures which will require an implementation

in efficiency of human resources.

Operating Performance

Operating Margins Development

Exhibit 41: Operating Margins Regarding the company's operating margins, we expect a straightforward recovery
From 2018 To 2041($ million) . ) . .
in future values compared to the historical ones. In general, Boxlight revealed

©® EBITDA Margin (%) . . .
© EBIT Margin (%) s654 $659 $663 $668 negative EBITDA, EBIT, and profit-margins over the last 4 years under
® Revenues ($ million)

examination amounting on average to respectively -13%, -17% and -16% (Exhibit
41). Furthermore, the current macroeconomic circumstances of the market and the
company's maturation based on its expansion strategy discussed so far, are
expected to lead to a slight decrease in EBITDA and EBIT margins to respectively

-4% and -9% followed by an increase in the next 10 years during which it is

foreseen to hit positive values by the FY 2027. By the end of 2041, the company

2018 2019 2020 2021 2022 2023 2038 2039 2040 2041

is expected to reach EBITDA and EBIT margins of around respectively 12% and
Source: Boxlight's Annual Report

& Own Assumptions 7%. We believe these estimates to be reliable, as they reflect Boxlight's capability
to begin capitalizing on its previous investments as well as conducting significant

cost savings by streamlining operations.

Overall, when comparing the operating margins of Boxlight with that of its

Exhibit 42(!:|-TM EBIT Boxlight vs ~ Comparables, it is possible to deduce that Boxlight performs according to its
omparables
P Peers on average (Exhibit 42).

20.0%

X Working capital
10.0%
5.0% X
e X Optimizing working capital management is critical in determining Boxlight's ability
0% to create value. The interpretations of this component vary according to the
-10.0%
A5.0% |« g comorton management of inventories, trade receivables and trade payables.
Unwg I:er::n I Institute Ing X
cz.,,”“ Between 2018 and 2019, the Days of Inventory Outstanding (DIO), remained
Source: Refinitiv close to an average value of 50 days, while in 2020 the inventory holding time was

significantly longer and amounting to 170 days. This result is estimated to
profoundly relate to the Covid-19 crisis which put the available liquidity of the
Company under pressure. Indeed, in the FY 2021 the DIO showed a slight
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Exhibit 43: Days of Inventory
Outstanding Boxlight vs Comparables
(2018-2021)

170
136
53 50
. . K N

2018 2019
® Boxlight Corporation
® Peer Companies

Source: Bloomberg & Own Analysis

2020 2021

Exhibit 44: Days of Sales Outstanding
Boxlight vs Comparables
(2018-2021)

139

35
2018 2019

@ Boxlight Corporation
® Peer Companies

2020 2021

Source: Bloomberg & Own Analysis

Exhibit 45: Accounts Payable
Turnover Days Boxlight vs
Comparables
(2018-2021)
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132
89
g I i I 71

2019 2020 2021

100 103
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@ Boxlight Corporation
® Peer Companies

Source: Bloomberg & Own Analysis

Exhibit 46: Cash Conversion Cycle
Boxlight vs Comparables
(2018-2021)

177
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6 1

e
(63)
2019

—
(13) (23

2018 2020 2021

® Boxlight Corporation
® Peer Companies

Source: Bloomberg & Own Analysis

77
68 58 67
: I I lI

decrease in value, due to the various efforts put in place by Boxlight to variate the
holding period of inventories to counterbalance the lack of general liquidity
originated from the adverse macroeconomic circumstances. Therefore, it is
expected that the Company will strive to manage the business with less inventories
in stock (Exhibit 43).

With regards to the trade receivables, it is possible to notice that the Company on
average remained consistent over the years. Indeed, the Days of Sale
Outstanding (DSO) showed an average of 40 days in raising funds from its
customers, with one exception in 2020 where the value amounted to 139 days. As
on average Boxlight increased its efficiency in collecting cash, it is reasonable to
assume that it will maintain its general operating conditions in commercial terms
(Exhibit 44).

Furthermore, the Company's Average Payment Period, namely Accounts
Payable Turnover Days (or APTD), varied considerably throughout the years.
With a peak of 154 days in 2019 and a trough of 89 days in 2021, Boxlight on
average takes 122 days to satisfy suppliers' accounting requirements and, aligned
with its competitors’ trend, the Company is expected to increase its efficiency in
the forecasted period (Exhibit 45).

Additionally, Boxlight's Cash Conversion Cycle in 2018 and 2019 reported a
negative value of respectively -13 and -63 days. These values can be related to
the fact that the Company took longer to repay its suppliers than to receive funds
from creditors and sell its inventories. On the other hand, in 2020 and 2021, the
situation turned positively as Boxlight needed on average of around five months
to convert its investments in inventories and other short-term resources into cash
(Exhibit 46).

In conclusion, it is possible to observe that Boxlight formulated a negative value in
Net Working Capital (NWC) in 2018 and 2019, as it incurred significant cash
outlays and an increase in debt to support its acquisition strategy. However, these
investments led to an exponential growth of the Company in the following years
(2020 and 2021), with a consequent increase in cash flows and a rebalance of
NWC to a highly positive value. This will expectedly allow Boxlight to fund its
current operations over the long-term and to invest in assets and future value

propositions.
Capital Expenditures

Boxlight's acquisition strategy is driven by a significant amount of Capital
Expenditures (CapEx) which resulted in an incremental value of Property, Plant

and Equipment (PP&E) as well as of Intangible Assets (Exhibit 47). Historically,
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Exhibit 47: CapEx VS Operating ROIC  this item ranged between 0.6% and 1% of revenues with a growing trend. Indeed,

(2021-2041) from 2019 to 2021 PP&E value increased by approximately $866 thousand,
resulting in $1.07 million by the end of 2021 due to the acquisition of Sahara
Presentation System PLC and Interactive Concepts BV. These Capital
Expenditures are expected to amount to $4.73 million by 2041. On the other hand,

another key strategic pillar for Boxlight's growth plan is the implementation of

innovative technology into its product portfolio. The amounts related to these types

A > g
AP : . . . .
AT AT ADT AR AR ADT DT D7 A7 AY7 AY of investments are incorporated in the Intangible Assets value. These items

PP PP PSP

:Sf,'éiﬁmg ROIC showed an increasing growth rate amounting to 19% for the FY 2021 and are

Source: Boxlight’s Annual Report & expected to boost even further reaching $283 million by 2041.
Own Analysis

To cover the shrinkage of liquidity abovementioned, the Company historically
financed its Capital Expenditures mainly using additional equity and debt. Indeed,
the CapEx ratio registered an historical low value amounting to 17% for the FY
2018 and 2019 which highlights constraints in the availability of operating
resources. However, due to its potential organic growth, the Company is expected
to increase the number of resources directly usable for this nature of operations.
Indeed, continuous improvements and maintenance of the value chain are
foreseen to stimulate its long-term growth in expenditures alongside the evolution
in revenues for the period under analysis. Indeed, Capital Expenditures are
expected to represent approximately 43% of total sales for the incoming years
reaching $288 million by 2041.

Valuation

To value Boxlight performance throughout the historical and forecasted years, the
Discounted Cash Flow (DCF) method was chosen, as major capital structure
changes are not expected for the future. The forecasted period of 20 years is
divided into two timeframes. The first period ranges from 2020 to 2030 while the

second from 2030 to 2041, when terminal growth is estimated to stabilize around

Exhibit 48: Capital Structure 1.1%. The rationale behind the length of the forecasting interval is related to the
(2018-2021) high variability in the Company’s performance.
$ 81600 $84 610 .
o Mt Cor & oy Capital structure
When looking at Boxlight's debt and equity values, it is possible to observe that
$12200 513000
._ throughout time its amounts of equity and debt financing increased exponentially
620w o with the firm relying more on debt than before (Exhibit 48). The rationale behind a
(524649)
movement in D/E ratio can be attributed to the new acquisitions which led mainly
($51 941)

e 2019 2020 22 to the raise of debt obligation counterbalanced by an adequate issuance of new
Source: Boxlight’s Annual Report shares. For instance, to finance the acquisition of FrontRow Calypso LLC, Boxlight
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entered into a maximum $69.5 million term loan credit facility, with Whitehawk
Finance LLC as lender, which increased the amount of debt outstanding. However,
the new acquisitions will expectedly generate higher liquidity for the Company.
Therefore, it is possible to consider the D/E ratio for the FY 2021 as the target set
by the Company since it is not foreseen to experience significant changes in its

future capital structure.
Weighted Average Cost of Capital (WACC)

To correctly derive Boxlight's value, an appropriate cost of capital was derived from

the Company’s cost of equity and cost of debt.
Cost of Debt

As the amount of debt outstanding is not believed to represent a good proxy to the
valuation, the current cost of debt determination was performed with the
employment of the US Composite B Yield which amounts to 6.42%2°. This latter
corresponds to Boxlight's B credit rating obtained through Reuther EIKON, where
a probability of default amounting to 0.92% is estimated. Finally, from one of New
York Stern’s studies?! a recovery rate of 37.54% is considered. As a result, an
effective cost of debt of 5.85% is obtained, which is higher than the ones foreseen
for the education and technology sectors amounting on average to 3.40%22due to

the higher risk appointed to Boxlight.
Cost of Equity

For the cost of equity calculation, the Capital Asset Pricing Model, namely
(“CAPM"), is considered. Therefore, the unlevered Beta of Boxlight was estimated
performing different regressions. Information on a 3-year period was employed for
this approach as Beta is time-varying and not constant. Having a longer period of
analysis would have allowed for smaller standard error in the regression. However,
the results may be exposed to biases from modification of the characteristics of
risk of a company. Therefore, the use of a longer timeframe would have
undermined changes common for emerging firms like Boxlight. As such, using a

relatively short period is conventional.

Boxlight's Beta was first estimated with a regression which employed its historical
weekly closing prices for the previous 3 years against the S&P 500. The
Company’s Beta stands within 0.58 and 3.24, with a confidence interval of 90%

and a standard error of 0.67. Further regressions for the estimation of the

20 “Us Corporate B Yield”, Nasdaq Data Link, May 2022
21 “Is There a Risk Premium in Corporate Bonds?”, Edwin J. Elton, Martin J. Gruber, Deepak Agrawal and Christopher Mann, NYU Stern
22 “Cost of Equity”, NYU Stern, May 2022
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Exhibit 49: Betas of Boxlight vs Peers Comparables’ Betas were performed with the same proxy and timeframe (Exhibit

(May 2022) 49). The reason behind this is to counteract the effect of Boxlight's coefficient of

= idiosyncratic risk by employing the median Beta of the market instead of using the
y > Beta specific for the Company. Therefore, the Beta assessment of 1.11 (vs 1.91

S Boxlight's Beta), can be classified as a good value to be used as it additionally

I I I I I presents a lower level of standard errors. After the estimation of its unlevered and

BOXLO UTI ASPUO LINCO ICTAX Median Fe-levered value, the Beta for the cost of equity calculation was obtained and

Source: Reuther EIKON amounted to 1.21, which is relatively close to the original value of Boxlight's Beta

but lacks the risks above mentioned.

With regards to the risk-free rate, the 10-year US Government Bond currently

amounting to 2.82%2 was considered. Furthermore, the value for the Market Risk

Premium of 5.5% resulting from KPMG Equity Market Risk Premium Research?*

was classified as a good proxy for valuation purposes. In conclusion, the cost of

equity amounting to 9.48% estimated through the CAPM is considered to be a fair
Exhibit 50: Cost of Capital Inputs estimation for the valuation of the cost of capital.

[T  Considering the funding instrument to be on equity and debt, the FY2021 capital

D{ E target o1 structure for the forecasted years was considered, as the previous year is expected
Risk free rate 2.81%

Market Risk Premium 5.5% to clearly reflect the debt level needed by Boxlight to finance its current and future
18X fate i developments. Estimating a cost of debt of 5.85%, a cost of equity of 9.48% and a
B re-levered 1.21

Re 9% D/E of 61.39%, the value for the cost of capital amounts to 7.6%. This value stands
Rd .85% .

WACC 5715,/: between of the cost of debt and cost of equity as the Company presents an

approximately balanced ratio between the two sources of financing cost in its
Source: Own Analysis & Calculations capital structure (Exhibit 50).

Discounted Cash-Flow Method

After identifying what will drive the company's future performance, the

Exhibit 51: Equity Bridge ($ million)  determination of Boxlight's final value was performed through the DCF method.

193.0 For the forecasted period ending in 2041, the cash flow shows an upward trend,
- $160.2
s s08 mainly reflecting the increase in revenues, the optimization of costs and the

investment in Capital Expenditures discussed in the previous paragraphs. Another
element that reflects the company's long-term performance is the terminal value.

Non-Core Equity Value

Entorprise Value _ enterprise Value  Net Debt By applying a growth rate of 1.1%, a terminal value was obtained amounting to

Source: Own Analysis & Calculations approximately $169 million. This latter combined with the discounted operating
free cash flow and the non-core invested capital for 2022 results in an enterprise
value of roughly $160 million (Exhibit 51).

2 United States Rates and Bonds, Bloomberg, May 13™, 2022
24 “Equity Market Risk Premium — Research Summary”, KPMG, updated March 2022
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Therefore, considering a constant number of shares outstanding amounting to
63.82 million, a share price of $2.51 was obtained, corresponding to a capital gain
of $1.32 given the Company's current share price of $1.19. Representing a
positively high total return, our model discloses a BUY recommendation.

Relative Valuation

'g‘v\)@é\!:’ulcmggl&’.[\e! As an alternative to the DCF analysis, and with the intention of better

understanding Boxlight's market value and positioning in the EdTech sector, a

yﬂwﬂt;ﬁ‘fll Relative Valuation was conducted. Within the same sector four different
) INSTITUTE

companies were selected with comparable opportunities and potentials for

iCOIIege expansion and similar risks.

Peers chosen for a comparable analysis were Lincoln Educational Services

GAR§ UPP EI NNC Corp, Universal Technical Institute Inc, iCollege Ltd and Aspen Group. These
' companies present not only a strategic positioning similar to that of Boxlight but

also comparable leverage-to-value ratios.

Exhibit 52!'\5/?61"63 & EV/Sales With the EdTech market being relatively new, high volatility in earnings is expected
ultiples
as it is common in growing markets subject to significant investments. Therefore,

7x P/Sales

6 e P/E multiples may not be appropriate for the valuation purposes of this analysis.
5x

"* As such, EV multiples were selected as they are less susceptible to changes in
: the capital structure. These metrics allow to better observe the growth, profitability,
;A:spu,o.m:i:_’;' wsaee @Nd position of Boxlight's structure relative to its Peers. The most consistent ratios

0.0x 1.0x 2.0x 3.0x 4.0x 5.0x 6.0x 7.0x

for the analysis are estimated to be those specific to the Companies’ lifecycles,
Source: Own Analysis & Calculations hence EV/Sales and P/Sales (Exhibit 52). Indeed, the multiples selected are able
to picture Boxlight's financial condition as they are foreseen to reflect the

Company’s underlined encouraging past and future revenues.

Exhibit 53: Football Field By focusing our analysis on the average quartiles (Exhibit 53), the share price is

-- likely to vary from $0.8 to $18.6 according to the EV/Sales multiple and reach
values between $0.3 and $18.1 for the P/Sales multiple. Therefore, using the
median coherently with estimations previously performed, Boxlight would reach a

i -_ share price of $2.2 through EV/Sales and $1.6 with P/Sales multiple.

Despite unclarity of multiples valuation with regards to investors’ expectations, as

it relates only to the forecasts for Comparable firms, it is possible to reach a
© 25t Percentile
® Median

consensus on Boxlight's share undervaluation, which strengthen the
Source: Own Analysis & Calculations conclusions obtained through the DCF analysis.
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Sensitivity Analysis

As some already presented variables have substantial effects on the final value of
Boxlight, to understand how these outcomes fluctuate with key inputs, several

sensitivity analyses were performed.

To begin with, the influence on the cost of capital (WACC) of different beta values
and costs of debt was tested (Exhibit 54). For the range of beta values, the interval
of upper and lower bound obtained from the Company’s regression analysis was
used. On the other hand, the risk-free rate was chosen as lower bound in the range
for the cost of debt while the final calculated cost of debt represented the upper
bound of the debt range.

Exhibit 54: Beta Levered & Cost of Debt

BETA LEVERED
0.58 0.87 1.17 1.47 1.76 2.06 2.35 2.65 2.94 3.24
Cost of Equity 6.0% 7.6% 9.3% 10.9% 13% 14.1% 15.8% 17.4% 19.0% 20.6%
WACC ‘ 55% 6.5% 7.5% 8.5% 9.5% 10.5% 11.5% 12.5% 13.5% 14.5%
COST OF DEBT
2.82% 3.16%  3.49%  3.83% 4.16% 4.50% 4.84% 5.17% 5.51% 5.85%
WACC | 6.7% 6.8% 6.9% 7.0% 71% 7.2% 7.3% 7.4% 7.5% 7.6%

Source: Own Analysis & Calculations

Another impactful input in our valuation is represented by the terminal growth
rate. For a meaningful range of rates to test, we considered different
Reinvestment Rates and Returns on New Invested Capital based on the
observed values. With thoughtful considerations on these items, a sensitivity
analysis of Boxlight’s stock price was performed relative to different WACC

values and growth rates obtained in the calculations above.

The examination provided a wide range of values for Boxlight's terminal value as
well as of prices for its stock prices. Analysing the stock values more closely, it is

possible to notice that the average value amounts to $2.54. Therefore, being the

Exhibit 55: Scenario Analysis average price close to the target price obtained in the valuation performed and
higher than the Company’s current price, the recommendation provided in the
EV $ 160892 above section is reinforced.
Share Price $2.51
Reccomendation BUY SCenarlO AnaIyS|S
EV $ 237741 In order to bolster the assumptions presented in the various sections, the model's
Sh Pri $3.71
Re:zm:,zaﬁon BUY validity was tested under different market circumstances, identifying bear and bull
] scenarios (Exhibit 55) in contrast with the base scenario (SP= $2.51).
EV $98117 .
Share Price $1.52 In the bull scenario a prompter and more prolonged market growth is presented,
Reccomendation BY  alongside the ability of Boxlight to create higher value in terms of increased

Source: Own Analysis & Calculations revenues (equal to $230 million in 2022 vs $228 million in the base scenario) and
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decreased costs thanks to more beneficial acquisition strategies and a higher
demand in solutions than the ones hypothesized in the base scenario. On the
contrary, in the bear scenario a slower and more fragmented growth of the
industry is assumed. This reflects a faster saturation level of the market and a
greater difficulty for the Company to identify optimal investments, which translate
Exhibit 56: Scenario Analysis into fewer revenues amounting to approximately $227 million in 2022 and 0.34%

Units Sold (2029
( ) lower than the baseline scenario.

226 Furthermore, the existence of driving conditions such as the introduction of new

innovative technologies and the increase in distance learning solutions, are

- foreseen to lead to an increase in funding from investors in the sector under
l analysis. As such, in a bull scenario Boxlight's units sold are expected to increase
Bear Scenario  Base Scenario  Bull Scenario 4 5round 329 thousand units by 2029 in contrast with the 326 thousand units
Source: Own Analysis & Calculations estimated in the base scenario. On the contrary, in the hypothesis of a lower growth
in the educational technology market the units sold are estimated to be reach 323

thousand by 2029 (Exhibit 56).

Both hypotheses test the uncertainty of the EdTech market trend which, as
previously argued, has a strong growth potential but is still fragmented and
presents a relatively high rate of competition. Furthermore, as the performance of
education approaches is unpredictable, it is coherent to hypothesize scenarios
starting precisely from the variation in value and growth of the global market. In
general, the analysis is highly dependent on how well Boxlight is able to manage
its market expansion and cost items. Nevertheless, both approaches consider a
baseline Capital Expenditures as Boxlight intends to fulfil its acquisition strategy

independently of market conditions.

Values subject to variation in our analysis under review further reflect the effect of
a change in competitive position. Harder market conditions, reflected in the bear
scenario, are expected to be driven by an increase in market competition and in
the bargaining power of buyers, leading to a decrease in unit price by 0.25%. On
the other hand, easier market conditions of the bull scenario are expected to lead
to an increase in unit price by 0.25% due to the implemented market positioning

and the diminished bargaining power of Boxlight's buyers.

Finally, Boxlight's considerable capacity or inability to obtain profitable investments
and acquisitions, alongside respectively favourable or adverse market conditions,
are estimated to lead to higher or lower demand for innovative solutions and
services. Therefore, an increasing or decreasing trend in variable costs are

estimated in the scenarios analysed.
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In conclusion, in a bull scenario an increase in the Company’s competitive
position within the industry is expected. This is estimated to drive to an increase
in revenues as well as a proportional decrease in costs, with direct positive
consequence in operating margins and leading to a share price of $3.71. On the
other hand, the assessments of the bear scenario, based on a decrease in
revenues and proportional increase in costs, leads to a lower company
valuation with a stock price equal to $1.52, closer to the current price estimated.
However, in both conditions the return would be higher than 10% and would lead

to a recommendation to BUY.

Taking all into consideration and weighting the likelihood of each scenario to
different combination of percentages (Exhibit 57), an intrinsic median share price
of $2.54 is obtained and fully supports the BUY recommendation previously

identified in the base scenario.

Exhibit 57: Weighted Scenario Analysis Prices

Base Scenario probability
100% 90% 80% 70% 60% 50% 40%

0%($ 2.51

5% $ 2,52

10% $ 2.53

15% $ 2.54

20% $ 2.55

25% $ 2.56

30% $ 2.57

Bear and Bull Scenario
probability

Source: Own Analysis & Calculations
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Appendix

Financial Statements

“ONIGHT Sinthousands)
Hstorcal Forcast Perod 1 ‘Smoothing Perod
2018 2019 2020 2030 2031 2032 2033 2034 235 236 2037 2038 2039 2040 2041

(OPERATING
(GROSS PROFIT 58653 $8941 $9867 $46525 $26300 sa221 528086 $33984 s42010 § 52997 §65774 $794%2 568848 $94760  $102180  $108257  SM2778  §11559  S11763 $122667  §124540 $12640  $128535  $130409

Gross mergin 2% % 18% 25% 12% 3 10% 1% 12% 14% 16% 17% 18% 18% 18% 19% 19% 19% 18% 19% 19% 19% 19% 0%
E8imA @611 @750 (s101on) sasoal (510009  (s11836) (56054) $ 959 $10314 $22679 §37003 $52371 $52800 57547 §63521 §68968 s72592 $74404 $75164 $78709 $78532 78292 $78163 $78045
eair (56997) (58059 ($12709) s2570)  s2t091) (2392 (19413 ($13882) (s6173) $4365 16742 530047 528869 $32106 $36699 40928 43526 s453 $ 44560 47455 $47055 §46592 s46239 45898

T ; . S
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OPERATING CURRENTLABILTIES S 8610 § 10453 S 16332 §  33638(s 3524 S 42292 § 46298 S 50917 S 55762 § 60780 § 65918 5 7TM37|s 75767 S 0514 5 s4det § S siMe s eanas s seaT7 s stz s 98260 5 a7z s %9244 5 a7se
NETOPERATING CURRENTASSETS S a87 S 2870 S 24700 §  48711(S 50076 S 66883 § 67960 S 69049 S 6999 § 70539 S 7067 S 70105|$ 78092 § 83931 S 89576 S 947e4 § 99311 S 103450 § 106071 § 108915 S 111693 § 112583 § 113426 5 114286
ToTaL FixeD ASSETS S esT s 5767 s 55719 S 6es05|S  Se4se § 108203 § 119600 S 132867 § 47601 § 163960 S 181394 §  199863|S 214250 § 227773 § 240433 S 251037 § 260217 § 267440 § 273993 § 279806 § 261808 § 263810 § 265813 5§ 267.805
NETOTHER OPERATING ASSETS s 4265 § 2120 § S04 s a0em|s som s P 014 s sou s S0 s som s s014 8 souls 5014 s 014 s so14 s s014 s 014 s s014 s s0m s som s S0 s sou s som s sou
core vesTED caPITAL sao s sTawrs  swaerr|  sisaw  suoorz  s1ezsss s196901 s2i2see sa204ss  Samo7r  s26495| 267377 $306690  S326694 340767 $3451  SISSES SIS0 $IWTO7  SIA4s  $I1B S22 $307077
KON CORE BUSINESS
KON CORE INVESTED CAPITAL ss520 s3047 s10605 1208 50358 ss6a16 63503 sirs2 se0ots So1088  s101927  siaatz|  s422387 $13076 13452 S5 $150040  s1ssaz  Ss9507 163121 ste368  sie561t stesase 5168095
roTaL nvesTED capiTaL 10456 sar sesos 5176 sw3mie sama sus0sT  saemess s34 s320s7i S3004  sa7e36s|  s4w9ess  sawass  sa63u S 4sS ssosase ss2i0m ssasse  ssesz  sss2em ssetom  ssesirs
FNANCIAL ASSETS
NET FiNaNCIAL ASSETS (248 (5370 (40614 (sea3ek)]|  ($20312) (527268 (524878 (522086 (19005 (815574 (s11818) 804 ss021) 2190) s w02 2680 sasm 6129 s7504 se723 se43 s9563 998 s10401
ToTaL sTocKHOLDERS  EQUITY (DEFI 57968 ) sasder s53301 Siasss  s199219  s21170  Sess  Sarasz  s30a%6  S3T0E  $303, SabsST  Sa435266  s463se S4BB6ES  SS10060  SS1eT  $542050  $555551 sse199s  sseesz  ssTioes  ss7ssTS

PAGE 33/37



BOXLIGHT CORPORATION

COMPANY REPORT N _VA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

BOXUGHT CORPORATION FORECASTED FREE CASH FLOWMA?.

[CORE FREE CASH FLOW.

EBIT (Core Resulf

rases
Statutory Tax
Adusted Tax
INOPLAT (core)
+ Deprocation & Amortzation
(Gross Free Cash Flow

~Change in NWC
~Change in CapEx
Changa in Net Other Operating Assals.

Unlevered Core Free Cash Fiow
[NON-CORE FREE CASH FLOW
EBIT (Non-Core)

rases

NonCore Adjusted Taes.

Other comprehensive ncome

[Non Operating Core Result

NonCore Invested Capital
Change in Non-Core nvested Capitl

Unlevered Non-Core Fre Cash Fiows

Total Invested capital

FINANCING FREE CASH FLOW

Tax Stiel
Lovered Froa Cash Flow

Financil Resut Before Taxes
Net Financial Assets

~Change i Net Financal Assels
Tax Shield

Equiry
Equy

Change in Equity
Total Comprenensive income

Total Equity FCF
Total Financing FCF

(s6997)
$ 503

$1507
(s1000)

(s5608)

$ 660
s 503)

s 58)
s 99

$559

s 842)
(82489)

$7968

(8723)

(s8059)

$ 386
s1975

(s6764)
$2482
%)
$ 855

(83524)

§ 451
s 386)

568
$133

s3047
§1582

s1715

s1208)

(s1808)

1794)
©5370)
s2882

s 647)
(88615)
(89334

s 719
s1807

($12709)

$2208
$3565
151357)
(s10501)
52608
(57893

(827 660)
(852560
$3914

(5.84199)

(51449)
s 212)
s 525
$5230
$3084

$10605
(s6658)

3614)

o781

s 650)
(588 463)

s2815)
(40614)
$35243

s 650)

$ 44467
$45114
(10922

556036
sa7s14

(s2571)

(s2:468)
s2203
(s4669)
(s5037)
$717s}
$2138)

8 23 921)
518 061)
54605}

(835 239)|

(54539)

s 77]
s 139)
151464)
(56059)

$ 12988
(52383)

(58442

(s43 681)

s 789)
(5 44 469)

($3382)
(564 364)
$23750)

s 789)

53301
s8834
(5 15.266)

524100
543680

(521 091)

s
saa8
(s4397)
(521 059)
510998
(5 10062)

(511265)
(542851)
(85625

(569802

(s1219)

550356
(537 368)

(31823

(5 101625)

s %)
(s 101721)

(3382
($29312)
(§35051)

s %)

174464
$121163
(518992)

5140154
5101625

(s 23922)

536
ss03
(sas87)
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(s6907)
(521831)
s0

(s 40538)

(s1219)
s 3)
©13)
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(s40377)

s %)
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s %)
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ss07
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(s6025)
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50
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1)
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6
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s %)
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525978
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s10323

s 949)
(s31221)
so

(8 21846)
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s 35)
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$8946
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s3382)
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s0
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s1219)
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s %)
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)
(s3515)
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$36978

s 158)
(537695)
s0
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Disclosures and Disclaimers

Report Recommendations

Buy Expected total return (including expected capital gains and expected dividend yield)

of more than 10% over a 12-month period.

Hold Expected total return (including expected capital gains and expected dividend yield)

between 0% and 10% over a 12-month period.

Sell Expected negative total return (including expected capital gains and expected
dividend yield) over a 12-month period.

This report was prepared by Amina Costanzo and Elisa Recchioni a Master in Finance student of Nova School
of Business and Economics (“Nova SBE”), within the context of the Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, namely for academic evaluation and
master graduation purposes, within the context of said Field Lab — Equity Research. It is not to be construed

as an offer or a solicitation of an offer to buy or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who revised
the valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE
understanding that Nova SBE, the author, the present report and its publishing, are excluded from the persons
and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its faculty
and the author of this report have not sought or obtained registration with or certification as financial analyst by
any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her academic
supervisor is registered with or qualified under COMISSAO DO MERCADO DE VALORES MOBILIARIOS (“CMVM”, the
Portuguese Securities Market Authority) as a financial analyst. No approval for publication or distribution of this

report was required and/or obtained from any local authority, given the exclusive academic nature of the report.
The additional disclaimers also apply:

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the author
of this report are to be qualified as an investment adviser and, thus, registration with the Securities and
Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary.

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports.
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Germany: Pursuant to §34c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act),
this entity is not required to register with or otherwise notify the Bundesanstalt fiir Finanzdienstleistungsaufsicht
(“BaFin”, the German Federal Financial Supervisory Authority). It should be noted that Nova SBE is a fully-
owned state university and there is no relation between the student’s equity reports and any fund raising

programme.

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be
a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior
authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively academic
purpose and, as such, was not prepared by way of business. The author - a Master’s student - is the sole and
exclusive responsible for the information, estimates and forecasts contained herein, and for the opinions
expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE and its faculty
have no single and formal position in relation to the most appropriate valuation method, estimates or projections

used in the report and may not be held liable by the author’s choice of the latter.

The information contained in this report was compiled by students from public sources believed to be reliable,
but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content.

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering
and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova
SBE are not responsible for updating this report, and the opinions and recommendations expressed herein may
change without further notice.

The target company or security of this report may be simultaneously covered by more than one student.
Because each student is free to choose the valuation method, and make his/her own assumptions and
estimates, the resulting projections, price target and recommendations may differ widely, even when referring
to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to
significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as
the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report.
Any recipient of this report should understand that statements regarding future prospects and performance are,

by nature, subjective, and may be fallible.

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the
target company and/or security, namely the possible exchange rate risk resulting from the security being

denominated in a currency either than the investor’s currency, among many other risks.

The purpose of publishing this report is merely academic and it is not intended for distribution among private
investors. The information and opinions expressed in this report are not intended to be available to any person
other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this report,
students did not have in consideration the specific investment objectives, financial situation or
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particular needs of any specific person. Investors should seek financial advice regarding the appropriateness

of investing in any security, namely in the security covered by this report.

The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion
about the target company and its securities. He/ She has not received or been promised any direct or indirect

compensation for expressing the opinions or recommendation included in this report.

[If applicable, it shall be added: “While preparing the report, the author may have performed an internship
(remunerated or not) in [insert the Company’s name]. This Company may have or have had an interest in the
covered company or security” and/ or “A draft of the reports have been shown to the covered company’s officials
(Investors Relations Officer or other), mainly for the purpose of correcting inaccuracies, and later modified, prior

to its publication.”]

The content of each report has been shown or made public to restricted parties prior to its publication in Nova
SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty

members for students’ academic evaluation.

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and companies,
through donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova SBE
may have received compensation from the target company during the last 12 months, related to its fundraising
programs, or indirectly through the sale of educational, consulting or research services. Nevertheless, no
compensation eventually received by Nova SBE is in any way related to or dependent on the opinions
expressed in this report. The Nova School of Business and Economics does not deal for or otherwise offer any

investment or intermediation services to market counterparties, private or intermediate customers.

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous
consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE may
decide to suspend this report reproduction or distribution without further notice. Neither this document nor any
copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than Portugal or
to any resident outside this country. The dissemination of this document other than in Portugal or to Portuguese

citizens is therefore prohibited and unlawful.
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