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WHY READ?

Following a successful IPO, we areinitiating coverage of Bill.com with an Outperform
ratingand $50 pricetarget (31% upside). We believe the revenue growth opportunity
for Bill.comissignificant and remains underappreciated. The company has gained
marketsharein eachofthelast 10 years butstill has less than1.5% marketshare
today. Additionally, we believe the company cangrow transactionrevenueata ~50%
CAGR over the nextfour years, driven by a shiftto higher-yieldtransactions,
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Equity metrics (BILL US)

specificallyvirtualcards andcross-border transactions. Price ($) 38.2
Index value (S&P Financials) 510

Price target (S) 50.0

m Mix to drive transaction revenue growth. We believe Bill.com’s mix of TPV will 52 week range ($) 22.0-39.0
continueto shift to higher-yielding transactions, s pecifically virtual-cardand cross- Market Value (3bn) 275
Financial Year end Dec

border payments (in non-USD). We estimate theyields on these transactions are
~1.2%and ~0.5%, respectively, well above Bill.com’s current transactionyield of

R P . . . , . . . Price performance rel. to S&P Financials
0.05%. This shiftin mixshould increase Bill.com’s transaction yield (we estimate to P

~0.07%in FY23), leading to a ~50% CAGR intransaction revenue from FY19-FY23.

m Growth can continue —large TAM with low penetration. We estimate Bill.com has
less than 1.5% market share of SMB employer firmsinthe US. The company has

180
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140

increased its market share by ~25bps per year during the lastfouryears. Given the 120
low penetration andits reinvestmentinthe business, we believe Bill.com can grow 100
its customer baseata 17% CAGR over the next four years. Dec 2019

m Risk around shift from checkto ACH overblown. Investors have expressed
concerns about the potential revenue headwind from the mix of transactions
shifting from check to ACH. We estimate ~40% of Bill.com’s transactions are check
and theremaining 60%are ACH. While the shift might presenta headwind to
revenue per transaction, we estimate the impact to EBIT/txn is almost neutral, as
checks likely have much higher costs to process.

Credit metrics

Rating: Moody's/S&P/Fitch NA/NA/NA

m Valuation. We believe Bill.com cangrowi its sales ex interestincomeata ~35%
CAGR over the nextfour years. Fast forward to the end of FY21 (18 months from
today), and we believe that the stockwill tradeat~16xFY22sales, leading to our
S50 PT (or 31% upside from current levels).

Key valuation data ($) FY2018 FY2019 FY2020E FY2021E  FY2022E
Sales 64.9 108.4 152.8 198.5 255.5
Sales exinterest income 57.0 86.0 129.8 173.1 226.4
EV/Sales 41.9x 25.0x 17.8x 13.7x 10.6x
EV/Sales ex interestincome 47.7x 31.6x 20.9x 15.7x 12.0x

Source: Autonomous Research, Bloomberg

Completion Date: 20 Dec 2019 23:13 (UTC). Please refer to page 48 of this report for IMPORTANT DISCLOSURES. Autonomous Research US is a unit within Sanford C.
Bernstein & Co., LLC, a broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the Financial Industry Regulatory Authority
(“FINRA”)( www.finra.org) and the Securities Investor Protection Corporation (“SIPC”) (see www.sipc.org). When this report contains an analysis of debt securities, such

report is intended for institutional investors and is not subject to all the independence and disclosure standards applicable to debt research for retail investors under
the FINRA rules.
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For our definitions of key financial
data/ratios, we refer readers to our guide,
the Autonopedia.
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Summary of Key Data ($Smn)

P&L (adjusted except where stated)

Total revenues

Total operating expenses
Other Income/(Expense)
Pre-tax Income

Net income

Adjusting Items
Reported net income
EPS

Reported EPS

Operating Margin

BALANCE SHEET AND CAPITAL
Cash & Equivalents

Total assets

Total Debt

Common shareholders' equity
Tangible common shareholders' equity
Debt / Total Capital

Dividend payout ratio

Share Repurchases

Total payout ratio

KEY METRICS

Revenue
# of customers - 000s (EOP)
TPV

KEY GROWTH RATES

Revenues

Pre-tax profit
Net income
Adjusted EPS Growth
Source: Company data, Autonomous estimates
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Thesis overview

Below we outline the thesis for our Outperform rating on Bill.com. We believe the
revenue growth opportunity for Bill.com is significant and underappreciated. The
company has gained market share in each of the last 10 years and has less than 1.5%
market share today. Additionally, we believe the company can grow transactionrevenue
at a “50% CAGR over the next fouryears, driven by a shift to higher-yield transactions,
specifically virtual cards and cross-bordertransactions in foreign currencies. Fast forward
tothe end of FY21 (18 months fromtoday), and we believe that the stock will trade at
~16x FY22 sales, leadingto our $50PT (31% upside from current levels). For an overview
of Bill.com, the business model, and therevenuedrivers, please see pages 15-47 or our
pre-IPO Primer (click here).

Upside to transactionrevenue

We believe Bill.com’s mix of Total Payment Volume (TPV) will continue to shift to higher-
yielding transactions, specifically virtual-card and cross-border payments in foreign
currencies. We estimate theyields on these transactions are ~1.2% and ~0.5%,
respectively, well above Bill.com’s current transactionyield of 0.05%. This shift in mix
should increase Bill.com’s transaction yield overtime (we estimateto ~0.07%in FY23),
leading to a “50% CAGRin transaction revenue from FY19-FY23.

Generating morerevenue from transactionfees is animportant part of Bill.com’s story, as
transactionfees increased from 23% of revenuein FY18 to ~30%inF1Q20. We believe
higher-yielding transactions, s pecifically virtual cardand cross-border payments (in foreign
currencies), will drive the company’s transaction yield higher.

We estimate transaction revenue will grow ata ~50% CAGR between FY19 andFY23. Our
thesis depends on virtual cards contributing a larger percentage of TPV in the coming years.
We estimate virtual-card transactions havea 1.2% netyield, while cross-border
transactions (innon-USD) carry a0.5%yield. Theseyields are well above the 0.05%
transactionyieldthatBill.comachieved in F1Q20, whichshould pushthe overall transaction
revenuetakerate higher.

Chart 1: We believe a higher transaction yield will drive a 50% CAGRin
transaction revenue from FY19-FY23
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Source: Company data, Autonomous Estimates
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To arriveatouryieldandtransaction revenue estimates, we do a bottom-up build of
Bill.com’s transaction types, assuming different percentages of TPV, transactions andyields
for each. Our analysis assumes virtual-card transactions increase from 0.5% of TPVinFY19
to ~2.5%in FY23 while cross-border transactions (in foreign currencies)achieve a similar
mix shift.

Bill.com derives a portion of its transaction revenue from a fixed fee per transaction, while
itearns a variablerate on virtual card and cross-border transactions in foreign currencies.
The revenue derived from these variable-rate transactions drives most of therevenue
growth inthe coming years, so we focus ouranalysis here.

Table 1: We believe virtual cards and cross border wires in foreign
currencies will be the biggest drivers of transaction revenue growth

Yield Analysis (Smn unless

noted) FY18 FY19 FY20E FY21E FY22E FY23E
Total Payment Volume (TPV) $49,592 $71,282  $101,823  $137,013 $172,342  $207,000
v/y growth 44% 43% 35% 26% 20%
% of TPV:

ACH, Check, X Border in USD 100.0% 99.0% 98.0% 97.0% 96.0% 95.0%

Virtual Card 0.00% 0.50% 1.00% 1.50% 2.00% 2.50%

FX X Border Wire 0.00% 0.50% 1.00% 1.50% 2.00% 2.50%
TPV ($mn):

ACH, Check, X Border in USD $49,592 $70,569 $99,786  $132,902 $165,449  $196,650

Virtual Card S0 $356 $1,018 $2,055 $3,447 $5,175

FX X Border Wire $0 $356 $1,018 $2,055 $3,447 $5,175
Take Rate (%):

ACH, Check, X Border in USD 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Virtual Card 1.2% 1.2% 1.2% 1.2% 1.2% 1.2%

FX X Border Wire 0.5% 0.5% 0.5% 0.5% 0.5% 0.5%
Revenue ($Smn):

ACH, Check, X Border in USD - - - - - -

Virtual Card = 4.3 12.2 24.7 41.4 62.1

FX X Border Wire = 1.8 5.1 10.3 17.2 25.9
Total Volume-based Txn Fees - 6.1 17.3 34.9 58.6 88.0
Total Flat Rev/Txn Fees ($mn)* 15.1 21.3 27.6 36.1 44.7 52.8
Total Txn Fees (Calculated) 15.1 27.3 44.9 71.1 103.3 140.7
Total Txn Fees (Autono model) 15.0 26.4 49.7 71.4 103.3 141.0
Txn Yield (Autono model) 0.030% 0.037% 0.049% 0.052% 0.060% 0.068%

Source: Company data, Autonomous Research; *Flat rev/txn fees include revenue from ACH (50.49 per txn),
check ($1.69 per txn), and cross-border transactions in USD (59.99 per txn). In FY20, we assume 59.5% of
transactions are ACH, 39.9% are check, and 0.6% are cross-border transactions in USD.

Sensitivity analysis suggests significant upside to revenue estimates if virtual card
penetration increases

Inthetableabove, we estimate total transactionrevenue of ¥~$141mninFY23, which drives
our estimate of total sales ex interestincome of $286mn in FY23. The tables below illustrate
the significant upside to revenue estimates if virtual-card penetration increases just a few
percentage points.

For example, ifvirtual card penetration increases to 4.5% by FY23 (vs. our assumption of
2.5%in FY23)andtheyield on thosetransactionsis 1.2%, we estimate total-company
revenue ex interestincome would be ~17% higher than our model ($335mn vs. $286mn).

Even assuming a lower penetration rate of virtual cards (i.e. 1.5% instead of the 2.5%inour
model) and a lower yield (i.e. 1.0% instead of our 1.2%assumption) leads to total sales ex
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interestincome of $255mnin FY23,a ~30% CAGR from FY19. At thatlevel of sales, the
stock would betrading at~10.7xEV/FY23.
Table 2: Upside to total revenue (exint. income)in Table 3: Implied EV/FY23 Sales (exint. income) at
FY23 if virtual card penetration increases differentvirtual card penetration rates & yields
% of TPV from Virtual Cards (FY23) % of TPV from Virtual Cards (FY23)
0.5% 1.5% 2.5% 3.5% 4.5% 0.5% 1.5% 2.5% 3.5% 4.5%
0.8% 232 248 265 282 298 0.8% 11.7x 10.9x 10.2x 9.6x 9.1x
Yield on 1.0% 234 255 275 296 317 Yield on 1.0% 11.6x 10.7x 9.9x 9.2x 8.6x
Virtual 1.2% 236 261 286 311 335 Virtual 1.2% 11.5x 10.4x 9.5x 8.7x 8.1x
Cards 1.4% 238 267 296 325 354 Cards 1.4% 11.4x 10.2x 9.2x 8.3x 7.7x
1.6% 240 273 306 340 373 1.6% 11.3x 9.9x 8.9x 8.0x 7.3x
Source: Company data, Autonomous Estimates; Output shows total-company Source: Company data, Autonomous Estimates; Output shows implied
revenue ex interest income in FY23 EV/revenue ex interest income in FY23
We performa similar analysis for cross-border payments inforeign currencies, where
Bill.com charges a variablerate on TPV (estimated at ~0.5%). Our FY23 revenue estimates
aresensitiveto the penetrationrate and yield on cross-border payments (innon-USD), but
the penetrationrate for cross-border payments has less of an impact on FY23revenue
compared to virtualcards, as the estimated yield on cross-border payments is lower than
virtual cards (~0.5%vs. 1.2%).
Table 4: Upside to total revenue (exint. income)in Table 5: Implied EV/FY23 Sales (exint. income) at
FY23 if cross-border penetration increases different cross-border penetration rates & yields
% of TPV from Cross-border in FX (FY23) % of TPV from Cross-border in FX (FY23)
0.5% 1.5% 2.5% 3.5% 4.5% 0.5% 1.5% 2.5% 3.5% 4.5%
Vield 0.1% 261 263 265 267 269 Vield 0.1% 10.4x 10.3x 10.2x 10.2x  10.1x
;05:’_" 0.3% 263 269 275 282 288 éems:_" 0.3% | 10.3x [ 10.Ix 9.9 9.6 9.4x
border i 0.5% 265 275 286 296 306 border i 0.5% 10.2x 9.9x 9.5x 9.2x 8.9x
°'F)e(r " 0% 267 282 296 311 325 °'F;r " 07% | 10.2x 9.6x 9.2x 8.7x 8.3x
0.9% 269 288 306 325 344 0.9% 10.1x 9.4x 8.9x 8.3x 7.9x
Source: Company data, Autonomous Estimates; Output shows total-company Source: Company data, Autonomous Estimates; Output shows implied
revenue ex interest income in FY23 EV/revenue ex interest income in FY23

Virtual card and cross border payments are likely alow percentage of TPV today

Webelievevirtual cardand cross-bordertransfers area low percentage of TPV today,
suggesting that Bill.com has a significant opportunity to benefit from TPV shiftingto higher-
yielding transactions.

Bill.comstated inits S-1 thatsince introducing cross-border payments, it has disbursed
“over $500 million for our customers”. Assumingthe company introduced cross-border
payments inthe middle of 2018 (supported by the timeline below), we estimate the
$500mn equates to ~0.5% of total TPV, so the penetrationislow andlikelyincreasing,
whichis supported by theincrease intransaction yield in F1Q20.

Thereis no mentionintheS-1 of virtual-card penetrationas a percentage of TPV, butit’s
likelybelow 1-2%, as the company partnered with FleetCor (OP) just oneyearago (Dec.
2018) andwith Mastercard (FOP) in April 2019.

Below arethekey steps thatBill.comtookin recentyears to begin offering higher take-rate
transactions to its customer base:

m 2018: Bill.com partners with FleetCor's Cambridge business to introduce cross-border
payments. While Bill.com does not currently have any customers outside of the U.S., its
U.S. customers can make payments to non-U.S. entities via cross-border wire transfersin
over 130 countries. Cross-border wire transfersinUSD are priced at $9.99 per
transactionwhile non-USD transactions command an even higher price and have variable
rates (this compares to Bill.com’s average revenue per transactionof $1-2).
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We believe virtual card
penetration can reach
5-10% over time

Virtual card transactions
not only enable faster
payments to suppliers, but
they carry rich data that
suppliers can use to easily
match incoming payments
with open receivables
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m Dec. 2018:Bill.comannounces a partnershipwith FleetCor’s Comdata. Comdataactsas
the program managerandcardissuer processor forBill.com’s virtual card program. We
believevirtual-card payments cancarry takerates as high as 3.0% (paid by the supplier
receiving the paymentin order to compensate for efficiency gained in back-end
operations and a quicker payment).

m April2019:Bill.comannounces a partnership with Mastercard, whichwill integrateits
virtual card technology into the Bill.com platform, enabling businesses to pay their
invoicesviavirtual card.

What’s the ultimate penetrationrate of virtual cards and cross-border payments? How
quickly will the mix shift?

We believevirtual card willcontinue to gain share over other payment methods, reaching
5-10% of Bill.com’s TPV over time. AvidXchange has mentioned thatits highest-cardable
customer can have ~30% of TPV on virtual cards. We believe FleetCor’s highest customer is
~20% cardable and Bottomline’s (NR) cardtargetis ~10%. 33% of respondentsina 2018
Mastercard studysaid that usage of virtual cards wouldincrease over the next threeyears,
with just 7% stating that usage would decrease.

Whileit's unclearif Bill.com’s virtual card percentage will be 5% or 20% of TPV, we're
confidentthatthe ultimate percentage will be higher than the current penetration rate
(estimated atlessthan 1% of TPV in FY19). There’s a chance that Bill.com’s eventual virtual
card penetrationrateislowerthanpeers, primarily because Bill.com serves SMB customers
thathaveless bargaining power with suppliers over which payment methods are used. The
peers highlighted above serve the mid to upper-mid market where customers are more
likelyto beableto forcetheir suppliers to accept certaintypes of payments (i.e. virtual
cards, especiallyif AP customers can earn revenue fromvirtualcards in the form of rebates
fromtheissuer).

For total cross-border payments (both in USD and non-USD), we believe penetration could
reach 5-10% over time. FleetCor stated a few years agothatinternational payments make
up ~15% of companies’ accounts payables (AP). When FleetCor acquired Cambridgein
2017, itsaidthat Cambridge’s target customer generates $10-300mnin revenue where
international AP makes up 25-45% of total AP. Additionally, the McKinsey Global Payments
Map suggests that ~5% of total payments revenue growthfrom 2017-2022 will come from
cross-border transactions.

Weassume virtual cards and cross-border payments (innon-USD) will each gain~0.5% of
TPVshareeachyearfor the nextfour years, with bothreaching2.5% of TPVinFY23. We
usea baserate of 50bps per year for each primarily because this is what we estimate
penetrationrates increased by in FY19. Recall, the company stated inits S-1thatithas
executed ~$500mn of cross-border payments since it launched the capability in 2018 (this
$500mn translates to ~0.5% of TPV).

Whiletheinterchangerates for virtual cards arein the 150-300bps range, we believe
adoption will continue as virtual card payments offer several benefits to the payee (i.e. the
supplier receiving the payment). Specifically, they benefit fromimproved cash
management, control, and security. Virtual card transactions not only enable faster
payments to suppliers, but they carryrichdatathatsuppliers can useto easilymatch
incoming payments with open receivables, leading to back-office efficiencies.
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Customer growth to continue

Our top-downanalysis suggests that Bill.com will likely grow its customer count by a15-
20% CAGR during the next threeyears, driven primarily by continued market share gains,
and to a lesser extent, continued growth in the small business market. By our estimates,
Bill.com has less than 2% market share in the US today, and the company has gained
market share in each of the last 10 years. We believe this base layer of customer growth
provides asolid foundation for the company to grow revenue double digits for an

extended period.

The U.S. Census Bureau’s Statistics of U.S. Businesses sizes the small business marketin the
US at~30mn firms. However, thatincludes ~24mnsole-proprietors. Bill.com focuses on
servingthe other 6mn employer firms (i.e. any business withless than 500 employees
excluding sole proprietorships).

We estimate Bill.com’s 77k customers at the end of FY19 represented ~1.3% of the total
market. Bill.com’s market share hasincreased by anaverage of ~25bps peryear during the
last4 years.

Assuming the company can continue to gainmarket share atthe same rate over the next
threeyears, Bil.comwould have just over 2.0% market shareand~125k customersin FY22,
or ~18% CAGR. We assumethe market grows just under 1% over this time.

Table 6: We estimate Bill.com can grow its customer base by a 15-20% CAGR during the next three years

Market Share Analysis (000s unless

noted) 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E
US firms <500 employees (000s) 5,717 5,667 5708 5756 5806 5881 5935 5983 6,026 6,069 6,112 6,156 6,200
y/y growth -0.9% 0.7% 0.8% 0.9% 1.3% 0.9% 0.8% 0.7% 0.7% 0.7% 0.7% 0.7%
Bill.com customers (000s) 1 2 3 6 10 19 32 47 64 77 93 109 125
y/y growth 82% 83% 85% 63% 87% 71% 46% 37% 21% 21% 17% 15%
Bill.com (marketshare) 0.02% 0.03% 0.06% 0.11% 0.17% 0.32% 0.54% 0.78% 1.06% 1.27% 1.52% 1.77% 2.02%
Bill.com - change in market share (bps) 1 3 5 7 15 22 24 28 21 25 25 25
At 20bps of market share gains:

Bill.com customers 1 2 3 6 10 19 32 47 64 77 90 103 116
y/y growth 82% 83% 85% 63% 87% 71% 46% 37% 21% 17% 14% 13%
At 30bps of market share gains:

Bill.com customers 1 2 3 6 10 19 32 47 64 77 96 115 134
y/y growth 82% 83% 85% 63% 87% 71% 46% 37% 21% 25% 20% 17%

Source: Company data, Autonomous Research; U.S. Census Bureau (Statistics of U.S. Businesses - SUSB)

Bill.com has shownsignificant growth inits customer base from~1,000 customersin FY10
to ~77,000 customers attheend of FY19. As shownin the chart below, we believe Bill.com
cangrowits customerbase ata CAGR of 15-20% over the nextthreeyears, depending on
how much marketshareitgainsin eachyear.
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Chart 2: The trajectory of Bill.com’s customer count will vary depending
on the level of market share gains
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Source: Company data, Autonomous estimates for data points that are unavailable; U.S. Census Bureau
(Statistics of U.S. Businesses - SUSB)

Bill.comgrew its customerbase~37%in FY18, butthis stepped downto~21%in FY19.The
stepdown was partiallydriven by a strategic partner’s decision not to renew its contractin
FY19, as itchoseto changeits business strategy. We believe the strategicpartnerwas
Capital One (OP), whichwe think moved to an in-house solution. Otherwise growth would
havebeen ~31% excluding this | oss, a slowdown of ~6ppts.

As shown in thetable below, excludingthe strategic partner’s customersin the base year
increases customeraccount growth by 8-10ppts. We believe Bill.com will lap this strategic
partner loss atsome point over the nextthree quarters, leading to an accelerationin
reported customer growth.

Table 7: Customer growth is ~8-10ppts faster when excluding customers
from a strategic partner that did not renew in FY19

Customer growth analysis FY18 FY19 F1Q19 F1Q20

Customers - (EOP) 63,653 76,790 67,511 81,374

Customers from strategic partner 5,000 - 4,500 -

Customers excluding strategic partner not renewing (EOP) 58,653 76,790 63,011 81,374
rowth:

Customers (EOP) 21% 21%

Customers excluding strategic partner not renewing (EOP) 31% 29%

Source: Company data, Autonomous Estimates

Total addressable marketis large

Using Bill.com’s annual revenue per customer of $1,500, we estimate Bill.com’s revenue
opportunity in the US at~$9bn. Taking this a step further, Bill.com states inits filing that
globallythere were ~20mn small and medium enterprises (SMEs) registeredin the SME
Finance Forum’s 2019 database, which at Bill.com’s $1,500 revenue per customer, puts the
global revenue opportunity at~$30bn ($9bnin the U.S.and $21bnoutside the U.S).

Our estimates of the revenue opportunity could prove conservativeifBill.comis able to
continueincreasing the averagerevenue per customer by driving more usage of its
platform, which ithas experienced inthe lastfewyears.
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Table 8: We estimate the US revenue opportunity at ~$9bn and the
global revenue opportunity at ~$30bn

Total Addressable Market Analysis (mn except rev/customer) 2019
SMBs in the US (mn) 30
Sole proprietors (mn) 24
US SMB employer firms (Bill.com addressable market in US) - mn 6
Rev/Customer $1,500
Revenue opportunity in the US (Smn) $9,000
Global small and medium enterprises 20
Rev/Customer $1,500
Revenue opportunity globally (Smn) $30,000
Non-US small and medium enterprises 14
Rev/Customer $1,500
Revenue opportunity outside the US ($mn) $21,000

Source: Company data, U.S. Census Bureau, Small Business Administration, SME Finance Forum 2019 database,
Autonomous Estimates

Shift from check to ACH is manageable

Investors have expressed concerns about the potential revenue headwind fromthe mix
of transactions shifting from check to ACH. We estimate ~40% of Bill.com’s transactions
are check and the remaining 60% are ACH. While the shift might present aheadwind to
revenue per transaction (rev/txn for checkis $1.69 vs. $0.49 for ACH), we estimate that
the impact to EBIT/txn is almost neutral, as checks likely have a much higher cost to
process.

Our analysis suggests thattheimpact to EBIT as the transaction mix shifts from checkto
ACH is manageable. Below we present the uniteconomics fora payment via check vs. ACH.

WhileBill.com earns a lower revenue/txn for ACH comparedto check, the costs associated
with ACH are much lower, by our estimates, leading to an EBIT/transactionthatis roughly
the same ($0.45for ACH vs. $0.48 for check).

Said anotherway, assuminga 1pptshiftintransaction mix (fromcheck to ACH) and using
our estimates of EBIT/txn for bothtypes of transactions, we believe Bill.com would
experiencea $6k EBIT headwind inFY20. This wouldincrease to $19k assuming a 3ppt shift
fromcheckto ACHin FY20. These figures are manageable for a company that we expectto
generateover $150mninsalesinFY20.
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Table 9: While check has a higher rev/txn than ACH, the costs are much
higher; we estimate EBIT/txn is about the same across check & ACH

Unit economics for check/ACH ($ unless noted) Check ACH Delta Delta (%)
Revenue/txn $1.69 $0.49 -$1.20 -71%
Costs/txn:
Processing $0.01 $0.01 $0.00 0%
Check $0.05 $0.00 -$0.05 -100%
Stamp $0.39 $0.00 -$0.39 -100%
Envelope $0.03 $0.00 -$0.03 -100%
Personnel/machinery $0.75 $0.03 -$0.72 -96%
Total cost/txn $1.23 $0.04 -$1.19 -97%
EBIT/txn (pre float impact) $0.47 $0.45 -$0.01 -3%
Float Analysis:
Days of float 5 1 (4) -80%
% of transactions (FY20) 40% 60% 20% 49%
Avg. Txn $3,704 $3,704
Avg. Balance (% of TPV) 1.48% 1.48%
Avg. Balance $55 $55
Annualized Yield 1.40% 1.40%
Float earnings (pro-rated for # of days) $0.010 $0.002 -$0.008 -80%
EBIT/txn (with float earnings) $0.48 $0.45 -$0.02 -5%
Txns - mn (annual) - FY20E 10.7 16.0
Revenue - Smn (annual) - FY20E $18.1 $7.8
Costs - Smn (annual) - FY20E $13.0 $0.6
EBIT - Smn (annual) - FY20E $5.1 $7.2
EBIT Margin - FY20E 28% 92%
Impact to EBIT from 1ppt shift in Check to ACH -$6,284
Impact to EBIT from 3ppt shift in Check to ACH -$18,851

Source: Company data; Autonomous Research

Webelievethereareseveral costitems that come with preparing and mailing checks to the
suppliers of Bill.com’s customers. These costs include the actual printing of the check,
stamps to mail the envel op/check (we assume Bill.com receives discounted/bulkrates), the
envelope, and personnel/machinery to make sure checks are placed into envelopes and
arriveatthe postoffice. The personnel/machinery costis likely the largest cost line for
Bill.com,andwearriveata $0.75 estimate by assuming anemployee can handle one check
every three minutes (20 checks per hour)atan hourly wage of $15 per hour.

It's unlikelythat Bill.com’s management would allow this mix shift to become a headwind
to EBIT/transaction. In the scenariothat EBIT/txn was significantly lower for ACH payments
(vs.check), there’s agood chance thatthe company would have raised prices onits small
business customers (we heard the company raised pricing on check payments from $1.49to
$1.69 withinthe lastfewyears).

Lastly, it'simportantto note that while check and ACH make up almost 100% of the
transactions, combined they generate less than $30mninannual revenue. For perspective,
we estimatevirtual card and cross-border payments willgenerate around $20mn in
revenuein FY20,5$38mninFY21and$64mninFY22. Thus, with most of the revenue growth
coming fromother transaction types, the potential threat to profitability from transactions
shifting from check to ACH appears to be overdone.
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Valuation

Attractive when adjusting for growth

Given our expectation for continued growth in customer count and the opportunity for
sustained transaction revenue growth (from a greater mix of virtual-card and cross-
border transactions), we believe Bill.com can grow its sales ex interestincome at “35%
over the next four years. Fast forward to the endof FY21 (18 months from today), and we
believe the stock will trade at ~16x FY22 Sales, leading to our $50 PT (or 31% upside from
current levels).

Assuming the company achieves $153mnin salesin FY20(~41% growth over FY19), the
stock would betradingat~17.8x EV/FY20 Sales. Excluding$23mn of interestincome from
salesincreases the EV/FY20 Sales multiple by ~3 turnsto 20.9x.

Assuming sustainedgrowth trendsintoFY21 and FY22 (we assume 33% subscription and
txn fee revenuegrowth in FY21 and 31%inFY22), the EV/Sales multiple (ex interest
income) declinesto 15.7x and 12.0xFY21and FY22 sales, res pectively; so clearly growthis a
bigpartof thestory. Given the reinvestmentin the business and the lackof earnings, we
believe mostinvestors willvalue Bill.com on anEV/Sales basis.

Table 10: Bill.com is trading at ~21x FY20E sales (ex interest income);
with solid revenue growth, this multiple should declinein FY21-FY23

Earnings & Multiples FY2020E FY2021E FY2022E FY2023E
Fiscal year estimates:
Sales 153 199 255 317
EBITDA (20) (16) (10) (0)
EBIT (24) (22) (18) (10)
Interest on client funds 23 25 29 31
Sales ex interest on client funds 130 173 226 286

Fiscal year multiples:

Sales 17.8x 13.7x 10.6x 8.5x

Sales ex interest on client funds 20.9x 15.7x 12.0x 9.5x

EBITDA N/A N/A N/A N/A

EBIT N/A N/A N/A N/A
Calendar year estimates: 2020 2021 2022

Sales 173 225 285

EBITDA (17) (13) (5)

EBIT (22) (20) (14)

Interest on client funds 23 27 30

Sales ex interest on client funds 150 198 255

Calendar year multiples:

Sales 15.7x 12.1x 9.5x
Sales ex interest on client funds 18.1x 13.7x 10.6x
EBITDA N/A N/A N/A
EBIT N/A N/A N/A

Source: Company data, Autonomous Estimates

We derive our $50 price target by applying a 16x multiple on our FY22 Sales (ex interest
income)

Assuming the company can achieve the previously mentioned top-line growth rates, we
think Bill.com can generate $226mn insales (ex interestincome) in FY22, a 38% CAGR from
FY19. Fastforward to the end of FY21 (18 months from today), and we believe that the
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stock will trade at~16xFY22 sales, especially since we assume a high probability thatthe
company will be growing its sales ex interestincome above 30%. The company is currently
tradingat~18x NTM sales ex interestincome (i.e. on ourcalendaryear2020revenue
estimate), so ourtarget multiple assumption is ~11% lower than today’s multiple.

We believe Bill.com willstill be generating interestincome of ~530mn annuallyin FY22, but
we don’tapplya sales multiple to this earnings stream, giving us an additional margin of
safety. Assumingthe after-taxinterestincomeis worth 7x earnings, it would add ~S2 to the
PT.

There’s a good chance thatover timeinterestincome on client funds will face headwinds,
particularly fromthe shiftto electronicand faster payment types (i.e. the shiftfrom check

to ACH and to fast ACH).

Table 11: We derive our $50 price target by applying a 16x multiple on
our FY22E sales ex interest income

Price Target Calculation ($Smn unless noted)

FY22E Sales ex interest income 226
EV/Sales multiple 16x
Implied Enterprise Value 3,646
Net Cash/(Debt) 354
Market Cap 4,000
Shares Out. 80.4
Implied PT $50

Source: Company data, Autonomous Estimates

Webelieve a multiple of 16x sales is reasonable should top-line growth in FY22 panout
above 30%. In ouropinion, Bill.com’s closest comps are Shopify (NR), Coupa Software (NR),
Square (UP), andLightspeed (NR), given these companies generate revenue from both
paymenttransactions andsoftware solutions and are growing revenues above 25%. These
companiestradeatanaverage sales multiple of ~15-16x.

Table 12: Bill.com’s closest comps are growing revenue above 30% and
trade at ~16x EV/Sales

EV/Sales (2020E Sales Growth (2019- 2020 EBITDA

Closest comps Cons.) 2021) Margins

SHOP 20.0 34% 5%

coup 18.6 28% 12%

sQ 10.6 28% 19%

LSPD 12.9 47% -7%
Average 15.5 34% 7%
Median 15.8 31% 9%
BILL (ex interest income)* 13.6 36% -10%

Source: FactSet, Company data, Autonomous Research; Uses calendar year consensus estimates; *EV/Sales and
sales growth calculated using Bill.com sales ex interest income on client funds.

Expanding this group to include additional high-growth payment and s oftware companies
with average sales growth of ~25%, wefindthatthe average sales multipleis ~11xforward
year sales.

12
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Table 13: Bill.com is growing faster than other payments/software

companies
EV/Sales (2020E Sales Growth 2020 EBITDA

Ticker Cons.) (2019-2021) Margins
ADYEN 32.3x 38% 58%
M 21.0x 38% 15%
SHOP 20.0x 34% 5%
coup 18.6x 28% 12%
TEAM 16.3x 27% 25%
STNE 13.5x 34% 57%
LSPD 12.9x 47% -7%
NOW 12.4x 27% 28%
ADBE 11.9x 17% 46%
ADSK 10.7x 20% 33%
sQ 10.6x 28% 19%
WORK 8.4x 36% -14%
WDAY 8.4x 20% 19%
TWLO 8.3x 29% 5%
ZEN 8.2x 28% 10%
SPLK 7.9x 23% 18%
MSFT 7.7x 12% 45%
PAGS 7.4x 24% 51%
CRM 6.2x 21% 26%
VMW 5.9x 10% 36%
NEWR 5.5x 18% 15%
RPAY 5.3x 24% 29%
DBX 3.7x 13% 25%
CLDR 3.4x 10% 8%
Average 11.1x 25% 24%
Median 8.4x 25% 22%
BILL (ex interest income)* 13.7x 36% -10%

Source: FactSet, Company data, Autonomous Research; Uses calendar year consensus estimates; *EV/Sales and

sales growth calculated using Bill.com sales ex interest income on client funds.

Chart 3: Adjusting for sales growth, Bill.com appears undervalued
relative to other payment & software firms (Sales growth vs. EV/Sales)

2-Yr Sales CAGR (2019 - 2021)
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Source: FactSet, Company data, Autonomous Estimates; Calendar year figures; EV/Sales and sales growth
calculated using Bill.com sales ex interest income on client funds.
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IRR attractive looking out to FY23

Taking anotherapproach, we believeinvestors canobtain a double-digit IRR in the stock
assuming Bill.com achieves our sales estimates and the stock trades at more than 12xSales
atthe end of FY22. Our analysisassumes Bill.com generates $286mn insales (ex interest
income) in FY23. Wedon’t believe a multiple above 12xis unreasonable considering we
expectthe companyto growsales (ex interestincome) at26%inFY23.

Table 14: Bill.com can achieve double-digitIRRs if it reaches our sales
estimates in FY23 and trades above 12x NTM Sales at end of FY22

Target NTM EV/Sales Implied Price at
(@ end of FY22) 6/30/2022 IRR
10x S40 2%
12x $47 9%
14x $54 15%
16x $61 21%
18x $68 26%

Source: FactSet, Company data, Autonomous Research

Downside scenario

In our downside scenario, we believe Bill.com couldtradeat $30attheend of FY22 if
several key performance metrics comeinworsethanourcurrent model. Specifically, we
model the followinginourdownside scenario:

= Virtual card yield: Assume 1%yield in our downside case, below our modeled 1.2%

m Virtual card penetration: Bill.com achieves a 1.25% penetrationrate for virtual cards in
FY23, below our modeled 2.5%.

m Average transactionsize: Remains unchanged from F1Q20, below the 3% CAGR in our
currentmodel (forreference, theaveragetransactionsizeincreased 10%in FY19and 7%
in F1Q20).

= Market share gains: Assume Bill.com gains ~20bps of market share per year forthe next
four years, below our modeled 25bps of share gains annually (the companyhas averaged
annual sharegains of ~25bps over the last four years).

Assuming the company misses on all four of these metrics, we believeit cangenerate
~$205mninsales exinterestincomeinFY23. If thestock tradesat 10x NTM sales atthe end
of FY22, we estimate a share price of ¥~$30in 2.5years, or a -8% IRR. We believe thereis a
low probability of this scenario occurring.

Table 15: Our downside scenario suggests a $30 PT at the end of FY22, or
an -8% IRR

Target NTM EV/Sales Implied Price at
(@ end of FY22) 6/30/2022 IRR
10x $30 -8%
12x $35 -3%
14x $40 3%
16x $45 8%
18x $50 12%

Source: FactSet, Company data, Autonomous Research

Bill.com as an acquisition candidate - additional margin of safety

Given Bill.com’s above-average growth rate andits exposure to the B2B segment, we
believe demandfor theassetcouldbe high. The B2B marketis underpenetrated andother
payment players might view an acquisition as the best wayto enter thespace.

Bill.com’s small size (EV of less than$3bn) wouldmakeita digestible asset for some of the
larger payment players. Additionally, with Bill.comin the public markets, its financial
metrics are now public, and other payments/software players might be morelikelyto
analyzethe companyin moredetail.
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Bill.com Overview

Business Overview

Bill.com allows SMBs to streamline their back-office financial operations

Bill.com provides cloud-based software that simplifies and automates complex back-office
financial operations for e-comand brick-and-mortar small and mid-size businesses (SMBs).
Bill.com’s offering allows businesses to streamline theiraccounts receivable and accounts
payableactivities, enabling its customers to paytheirsuppliers and collect payments from
their clients.

For example, Bill.com can automatically capture data from supplier invoices, route bills for
approval, and execute payments.

Why the opportunity exists - SMBs are inefficient at managing their back-office
operations

Bill.com has experienced rapidgrowth in its customer base from ~1,000 customers 10years
ago to over 81,000 customers as of the latest fiscal quarter. We believe growth has been
robust primarily due to Bill.com’s ability to streamline operations forits SMB customers and
create efficiencies, whichallows customers to focus on running their business.

Most SMBs still dependon manual accounts payable and accounts receivable processes
including mailing invoices, printingpaper checks, waiting for payments, and storing paperin
filing cabinets. These manual processes are time consuming, inefficient, and costly.
Accordingto a survey by the SMB Technology AdoptionIndex,in2016 over 90% of SMBs
still relied on paper checks to make andaccept B2B payments.

Chart 4: SMBs suffer from inefficientaccounts payable and accounts
receivable processes (chart shows flow within a legacy system)
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Business Model

Bill.com’s revenue drivers

Bill.com generates most of its revenue from subscription revenue, with transactionfees
the second-largestrevenuedriver, and interest on client funds the smallest.

Bill.com reports two revenue lines, with subscriptionandtransaction fees the largest
contributor, making up ~80% of total revenue, whileinterest on client funds drives the
remaining 20%.

The mix of revenue has changed over time, with interest on client funds growing from ~6%
of revenuein F1Q18to ~20% of revenuein F1Q20.

Chart 5: Bill.com generates ~80% of its revenue from subscription and
transaction feesand 20% from interest on client funds
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Source: Company data, Autonomous Research

Below are descriptions of the two revenue lines that Bill.com reports.

m Subscription and transaction fees: Bill.com charges fixed monthly or annual fees for
customers to useits platform. The company prices the product on a per user basis.
Transactionfees consist of transaction fees on a fixed or variable rate per transactionand
include check issuance, ACH-originated payments, cross-border payments, virtual card
issuance, and creationof invoices.

m Interest on funds heldfor customers: Bill.com generates revenue frominterest earned
on funds heldon behalf of customers while payment transactions are clearing.

Subscription and transaction revenue

Subscription revenue

Inthe commentary of the S-1, Bill.com provides the breakdown between subscription
revenue and transaction fees, whichallows us to model these lines separately. Thisis
important because there are differentrevenue drivers for each, and the mix inthis revenue
line has shifted more to transaction fees (now 37% of this line’s revenue, up from 26%in

FY18).
16
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It's not surprising to see this shift from software revenue to transactionrevenue as the
business scales. AvidXchange, for example, a company that hel ps streamline accounts-
payable processes, was mostlya software companyfour years ago, but by nextyear, it will
be an ~80% payment business, accordingto Bain Capital Ventures (aninvestorin
AvidXchange). Similarly, Shopify, which helps small businesses get onlineand set up e-
commercesites, is generating most of its gross revenue from payments and this percentage
is increasing.

Chart 6: Most of the subscription/transaction fee line comes from
subscription fees but transaction revenue is increasing

$30 -
M Subscription revenue

25 - Transaction fees

$20 -

S -millions

$15 -

$10 -

$5 -

$0
F1Q18 F2Q18 F3Q18 F4Q18 F1Q19 F2Q19 F3Q19 F4Q19 F1Q20

Source: Company data, Autonomous Research

Bill.com charges customers a fixed monthly or annual fee on a per user basis. Most of the
company’s SMB customers pay their subscriptions on a monthly basis, while some
customers enter intoannual contracts with upfront payments. Given the usage of the
platform, we believe charging on a per user basis makes more sense, asitallows Bill.comto
grow as customers usethe platform more (i.e. they add more usersto handlea larger
number of invoices and bill payments). We estimate the average Bill.com customer has 1-2
users. This modelis slightly different than Shopify’s pricing where the companycharges a
flat monthly fee for businesses regardless of the number of end users.

Bill.com has a variety of subscription plans with different price points for customers
depending on theirrequired features and functionality. Excluding the Enterprise plan,
which offers custom pricing, prices range from $39 per user per month on the Essentials
plan, up to $69 peruserper month on the Corporate plan.
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Chart 7: Bill.com offers a variety of subscription plans depending on the

customer’s needs
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Drivers of subscription revenue growth

Bill.com’s customer base has increased from ~64,000 customers as of June 30,2018 (end of
FY18)to ~81,000 customers as of September 30,2019 (F1Q20). The company defines a
customer as any entity thatitbills directly orindirectly by chargingits strategic partners
(i.e.financial institutions). We model subscription revenue using the customer countand
subscriptionfees per customer.

Subscription fees per customer haveincreased since FY18, whichis likely driven by existing
customers adding users, priceincreases, anda greater mixof customers selecting higher-
priced subscription plans (see chartabove). Additionally, as customers need more
functionality within the Bill.com platform, they are likely upgrading to more costly
subscriptions that give them the features they require.

As shown in theright-hand chart below, Bill.com’s customer baseis growing at a fasterrate
than subscriptionrevenue per customer.

Chart 8: Growth in number of customers and
subscription fees per customer are driving

subscription revenue growth
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Chart 9: The number of customers is increasing at a
faster rate than subscription rev per customer
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As shown in the table below, growth in the number of customers drove ~70% of the
subscriptionrevenue growth inFY19 (27ppts of growth) and ~60% of the revenue growth in
F1Q20 (21ppts of growth).

Table 16: Increases in the number of customers is driving most of the
subscription revenue growth

Subscription Revenue Growth Build (YoY growth rates) FY19 F1Q20
Number of Customers - 000s (avg. during period) 27% 21%
Subscription fees per avg. customer 12% 15%
Subscription Revenue 42% 38%

Source: Company data, Autonomous Research

Bill.comdisclosed inits filing that the June 30,2018 and September 30, 2018 customer
counts included 5,000 and 4,500 customers from a strategic partner thatdidnotrenewits
contractin FY19. Based on conversations withindustry experts andinvestors, we believe
the strategic partner was Capital One (OP). ManagementsaysintheS-1 thatthe partner
had a “changein business strategy”, and comments on online blogs suggest that Capital
Oneis pulling back on offering bill pay services for online SparkBusiness Checking accounts.

Said anotherway, Bill.com’s growth in customers on a YoY basis is still experiencing
headwinds from the discontinuation of this partnership. As shown in the table below,
excluding these customersinthe base year increases customer account growth by 8-
10ppts.

Bill.com acquires its customers across two channels —1) Direct to SMBs and 2) Indirect
through accounting firms and strategic partners. Strategic partnersinclude large financial
institutions suchas Bank of America (OP), JPMorgan Chase (N), American Express (OP),and
others. Bill.comintegrates its offering into these large banks, allowing their customers to
leverage Bill.com’s platform and solutions.

Webelieve Bill.com willlap this strategic partner loss at some point over the next three
quarters, leading to an accelerationin reported customer growth. We model customer
countona QoQ basis, so our estimates are notimpacted by YoY comparability issues.

Table 17: Customer growth is 8-10ppts faster when excluding customers
from a strategic partner that did not renew in FY19

Customer growth analysis FY18 FY19 F1Q19 F1Q20
Customers - (EOP) 63,653 76,790 67,511 81,374
Customers from strategic partner 5,000 - 4,500 -
Customers excluding strategic partner not renewing (EOP) 58,653 76,790 63,011 81,374
y/y growth:
Customers (EOP) 21% 21%
Customers excluding strategic partner not renewing (EOP) 31% 29%

Source: Company data, Autonomous Research

Price increases help subscription revenue growth

Roughly 12-15ppts of subscriptionrevenue growth (~30-40% of thatline’s growth) is being
driven by increases in subscription fees per customer. We believe this figure has the
potentialtoincrease over time, as a result of priceincreases combined withincreased
usage of Bill.com’s platform (i.e. customers adding more users).

Based on our analysis of Bill.com’s historical pricing, we believe the company has raised
pricingby double-digit rates since 2012. The company offers several subscription plans, so
we evaluatethe price of each plan on a per user per month basis.
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Table 18: Bill.com has increased some subscription
plan prices by double-digit rates

Price per user per month Accountant
($ unless noted) Essentials Team Corporate Program

Price per user per month
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Historical price increases suggest that Bill.com has pricing power over its customers. We
believe small businesses that rely on Bill.com are largely price takers, and they are reluctant
to switch, especially when users become accustomed to the software and operating on the
platform.

Wealso believe the priceincreases reflect the value that Bill.comis adding to its customer
base. We estimate that customers stillreceive most of the efficiency gains when switching
froma paper systemto a cloud-based AR/AP system like Bill.com. Given this significant
valueadd, we believeit’s likely that Bill.com cancontinueto raise price on its products,
althoughit’s unclear if the magnitude of futureincreases will bein line with those achieved
historically.

Bill.com has added additional functionality to its platform over time, and the company
charges customers for these enhancements (i.e. Bill.com charging for thevalueit’s adding
to its customers). Giventhe significantinvestmentinR&D (~$50mnon an annualized b asis
or ~33% of revenues), we think Bill.com can continue to roll out new products andenhance
existing products, increasing the probability thatit canraise pricing in the future.

Lastly, it’s likely that customers are adding users to their subscription plans as they scale
their business, and with Bill.com chargingon a per user basis, we believe subscription
revenue per customer cancontinueto increase.

Transaction fees

Bill.com generates transactionrevenue from processing transactions for its customers.
Transactionfees areeither a fixed orvariable rate per transaction. Examples of transactions
include check issuance, ACH-originated payments, cross-border payments, virtual card
issuance, andthecreation of invoices.

Roughly 80% of total paymentvolume and processedtransactions in every monthin FY19
were payments to suppliers/from clients that had also been paid/received by those same
customersinthe precedingthree months, suggesting thatthe businessis resilientonce
customers are using the platform.

As shown in thetable below, Bill.com’s revenue per transactionvaries depending on the
type of transaction.
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Table 19: Rev/transaction varies by transaction method/type

Transaction Types/Fees Prices

ePayment/ACH Processing $0.49 / send and receive

Checks or Invoices Mailed $1.69 / check payment or invoice

When Bill.com completes Payables data entry (optional) $0.49 / bill

Virtual Card Payments Variable based upon transaction size

Get paid via credit card payment Merchant fees (level 3 processing rates available)
Cross-Border Wire Transfers—U.S. Dollars $9.99 / transaction

Cross-Border Wire Transfers—Foreign Exchange Variable based upon transaction size and currency

Source: Company data, Autonomous Research

Chart 11: Transactions feesgrew 105% YoY last quarter, up from ~75% in
FY19
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The company provides Total Payment Volume (TPV) and Transactions Processed as key
performanceindicators, and we believeit’s bestto model transaction revenue using these
metrics. Bill.com defines TPV as the value of customertransactions that it processeson its
platformin a period. Similarly, it defines transactions processed as the number of customer
paymenttransactions, such as checks, ACH items, wire transfers, andvirtualcards, initiated
and processed throughits platform.

Of the two, we prefer to model transaction fee revenue using TPV to account for the
variablerates thatBill.com charges on sometransactions. Virtual-card transactions and
cross-border (non-USD) transactions are the two types of payments that have variable
rates. TPVgrew ~44%in FY19 and ~42%in F1Q20.
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Chart 12: Total Payment Volume grew ~44% in FY19 and ~42% in F1Q20
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Yields onthe business, measured by revenue per volume or revenue per transaction, have
improved overtime. We believe Bill.com’s customers are processing more high-yielding
transactions such as virtual cards and cross-border wire transfers (both rampingin 2019).

Chart 13: Take rate (txn fees/volume) and transaction revenue per txn

processed have increased
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With the average fee per transaction inthe $1-2 range, large average transaction sizes of
$3,500-4,000drive a low transaction yield atjust 4-5bps of TPV (seetable below).

Table 20: High average transaction size drives a low transaction yield

Transaction Yield Calc: FY18 FY19 F1Q20
Average transaction fee per processed txn $0.98 $1.33 $1.78
Average ticket (TPV/processed txns) $3,251 $3,589 $3,704
Yield 0.030% 0.037% 0.048%

Source: Company data, Autonomous Research
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Bill.com’s transaction yield is one of the lowestinthe payments sector, likelydriven by the
company’s focus on domestic B2B payments. We believe other B2B businesses like Western
Union (FUP) andFleetCor's (OP) Cambridge generate higher yields (~50bps and ~60bps,
respectively) as a result of theirfocus on cross-border payments and their abilityto mark up
FXrates.

Takingtheyield calculation a step further, adding Bill.com’s subscription revenue to the
numerator of the take-rate calculation (i.e. looking at the all-in cost to the customer to
process payments), theyieldincreases to ~12bps, sohigher than the standalone transaction
yield butstill below peers.

Chart 14: Bill.com’s transaction take rate is well Chart 15: ...the take rate increases when adding

below other payment company yields...

the subscription revenue to the numerator...
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business using disclosure from 2016. Uses purchase volume for networks

Increases in the number of transactions andthe average size of the transactions are driving
TPV higher. Dissecting this further, a larger customer base anda greater number of
transactions processed per customer aredriving the increasein the number of transactions,
a healthy mixof revenue growth, in our opinion.

Chart 16: A greater number of transactions and a Chart 17: ...while a larger customer base and a

larger txn size are driving TPV higher...
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As shown in the table bel ow, transaction fee revenue growth consists of several drivers. In
the two periods for which we have data, Bill.com’s transaction revenue growth has come
fromboth TPV growth and increasesin yield (rev/volume). The table belowshows YoY
growth rates across different metrics forthe FY19 and F1Q20 time periods.
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Table 21: Several factors are driving transaction revenue growth

Transaction Revenue Growth Build (YoY growth rates) FY19 F1Q20
# of avg. customers (a) 27% 21%
Txns per avg. customer (b) 3% 10%

#of txns (c=a+b) 30% 32%

Avg. Ticket (d) 10% 7%

TPV (e=c +d) 44% 42%

Yield (f) 22% 44%

Transaction revenue growth (g =e +f) 76% 104%

Source: Company data, Autonomous Research

Interest on funds heldfor clients

Bill.com generates revenue fromtheinterestthatitearns on funds held on behalf of
customers while their paymenttransactions are clearing. When processing payment
transactions for clients, the funds flow through Bill.com’s bankaccounts, providing it with a
balance of funds for some time. The companyholds these funds fromwhen they are
withdrawn fromthe payer’s account to the day the funds are credited to the receiver.

Bill.cominvests the funds into interest-bearing deposit accounts, CDs, money market funds,
commercialpaper,and U.S. Treasury securities. Revenue frominterest on client funds has
increased during the last two years, although the YoY growth rate slowed in F1Q20.

Chart 18: Revenue from interest on client funds has increased, although
growth has slowed in recent quarters
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The maindrivers of revenue aretheaverageclientfunds heldandtheinterestrateearned
onthosefunds. Growth inclientfunds has been steady, asitisfairly consistent with TPV
growth, butlower interest rates started weighing on interest revenuein F1Q20.

Fund balances are a function of the amount of money transmitted by Bill.com’s customers
and the mix of payment types, with some payment types averaging more days intransit
than others.
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Chart 19: Growth in client balances has been steady while we estimate
the rate earned on those balances declinedin the most-recent quarter
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Wemodel average balance of customer funds as a percentage of TPV, as ithas been
consistentin the 1.5-1.6% range, although this figure dipped to 1.48% inF1Q20. With
Bill.cominvestinginlow-risk, short-duration securities, we model the annualized interest
rateon clientfunds usingthe Fed Funds Rate, which has declined inrecent quarters. In the
table below, we highlight the YoY growth rates of the main drivers of revenue frominterest
onclientfunds.

Table 22: Interest on client funds revenue growth build

Interest on client funds revenue build (YoY growth rates) FY2019 F1Q20
TPV (a) 44% 42%
Avg. customer balances - % of TPV (b) -2% -3%

Avg. customer balances (c =a+ b) 42% 37%

Annualized yield on avg. customer funds (d) 103% 11%

Interest on customer funds revenue (e = c+d) 185% 56%

Source: Company data, Autonomous Research
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Walking through the P&L

While Bill.com has grown revenue above 50%, the company has yet to reach profitability.
It continues to invest heavily in R&D to develop new products and in sales and marketing
to acquire new customers.

Bill.com reports four main expenselines onits P&L. Bel ow we provide a descriptionof each
and highlightthe maindrivers.

m Cost of Revenue: Consists of personnel-related costs for customer service and payments,
transaction processingcosts (i.e. costs of printing checks), postage for mailing checks,
expenses for processing payments (ACH, check and cross-border wires), infrastructure
expenses, and other.

m Research and Development: Consists primarily of personnel-related expenses to develop
new products and enhance existing products.

m Sales and Marketing: Includes personnel-related expenses, sales commissions, marketing
expenses, advertisements, and other.

= General and Administrative: Primarily personnel-related expenses for various
departments including finance, risk management, legal and compliance, human
resources, andinformation technology. Alsoincludes anyfraud|osses.

As shown in theleft-hand chart below, Bill.com’s expenses during the last year were split
evenly across these fourexpense lines. While the right-hand chartis a little choppy, it
shows thatthe company is achieving the most operating leverage fromits Cost of Revenue
line.Since F2Q19, R&D, Sales and Marketing, and G&Ahaveall increased as a percentage of
revenue.

Inthelatestfiscal quarter,the company increasedits average R&D headcountby 67%on a
YoY basis. For Sales and Marketing, the headcountincreased by 51%, sodespite top line
growing morethan50% YoY, it's not surprising for these lines as a percentage of sales to
remain elevated.

Given the company’s focus on growing the business, we expect managementto reinvestin
R&D and Sales and Marketing, although it’s likely that these expense lines as a percentage
of sales decline over the medium to long term. Additionally, we believe the Cost of Revenue
and G&Alines should see operating |everage over time.

Chart 20: During the last year, Bill.com’s expenses
have been split evenly across its four expense lines

Chart 21: Cost of revenue has seen the most
operating leverage (expensesas a % of sales)
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We believe high-margin revenue frominterest on client funds is adding ~600-800bps to the
gross margin, whichisdrivingCost of revenue as a percentage of sales to decline. In the
analysis below, we remove interest on client funds from bothrevenue and gross profitand
calculatethe company’s gross marginusing ouradjusted figures.

We believe the contribution to gross margins increased from the beginning of FY18 to the
beginning of FY19, asinterestrates increased. More recently, interest rates have declined,
whichislikely weighingon the gross margin(i.e. interest on clientfunds is becoming less of
a benefit).

Table 23: We estimate revenue from interest on client funds is adding 600-800bps to gross margin

Gross Margin Analysis ($mn unless noted)

F1Q18 F2Q18 F3Q18 F4Q18 F1Q19 F2Q19 F3Q19 F4Q19 F1Q20

Total Revenues
Less Interest on client funds
Total Revenue ex Interest on client funds

Gross Profit (reported)
Less Interest on client funds
Gross Profit less interest on client funds

Margins (% of revenue):
Gross Profit (reported)
Interest on client funds
Gross Profit (excluding interest on client funds)

$13 $15 $17 $20 $22 $26 $28 $32 $35
s1 S2 $2 s3 4 S6 S6 S6 s7
$12 $13 $15 $16 $18 $20 $22 $25 $29
$9 $11 $12 $14 $16 $19 $20 $23 $26
$1 $2 $2 $3 $4 $6 $6 $6 $7
$8 $9 $10 $11 $12 $13 $14 $17 $19
66% 71% 71% 72% 72% 72% 72% 73% 74%
100% 100% 100% 100% 100% 100% 100% 100% 100%
64% 67% 66% 66% 65% 65% 64% 66% 68%

Delta in ppts (contribution to margin from interest on client funds) 2.0% 4.0% 4.3% 5.5% 6.6% 7.5% 7.8% 6.9% 6.0%

Source: Company data, Autonomous Research; Assumes interest on client funds is a 100% gross margin business.

Despite revenues growing above 50% YoY for some time, expenses have grown quickly as
well. Bill.com’s adjusted EBIT margin expanded from F1Q18to F2Q19 (almost reaching
profitabilityat-2% margin), butithas declined since then.

Chart 22: Bill.com expanded margins from F1Q18 to F2Q19, but since
then, expenses have grown faster than revenues
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Does profitability matter at this stage?

When compared to companies in the software space (bothlarge and small cap names),
Bill.comscreens atthe low end of profitability. We believe this is partiallydriven by
Bill.com’s reinvestmentinthe business given thatit’s still in a high-growth stage.
Furthermore, Bill.com upped this reinvestmentinrecent quarters. For perspective,
Bill.com’s EBITDA margins declined from -2%inF1H19 to an average of -16% during the last
two quarters.

Chart 23: Bill.com screens at the low end of profitability when compared
to other companies (2020E EBITDA margins)
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Many software companies add back stock-based compensationand other items when
calculating theiradjusted EBITDAfigures. IfBill.com decides to make this adjustment, we
believe adjusted EBITDA margins would be 4-6ppts higherthan GAAP figures.

When looking atthe same group of software companies, there are several companies that
trade athigh EV/Sales multiples des pite having low margins. Many of these companies
tradeathigh multiples because of the fasttop-line growth. We believe the same could
apply to Bill.com. Despite low profitability, it’s likely that the business cangrow revenuesin
the 30-50%rangein the comingyears, and thus, should trade at a high multiple of NTM
sales.
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Chart 24: Several software companies have low margins but trade at
lofty EV/Sales multiples (2020E EBITDA margins sorted by EV/Sales)
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Investors often talkabout the Rule of 40 for software companies, the principle thata
software company’s combined growthrate and profit margin shouldexceed 40%. There are
multiple ways to achieve that 40% threshold. Acompanycan have low margins with fast
growth (i.e. Bill.com or Coupa), highmargins with slow growth (i.e. Oracle or Microsoft), or
some combination of the two. Adding together Bill.com’s revenue growth of 67%in FY19to
its -9% EBIT margins resultsin58%, sowell above the 40% hurdle. Even if we consider only
growth of Bill.com’s subscription and transactionfees of 51%, Bill.com still passes the test.

We believe Coupa Software (NR) and Shopify (NR) could act as close peers for Bill.com.
Both offer software and payments totheir customers, and theyhave yet to reach
profitability. That said, margins at both companies are improving as they achieve scale
across several expenselines.

Coupa Software might be one of the closest comps for Bill.com, as the company hel ps
businesses purchase goods andservices, connecting customers with over four million
suppliers globally. Its core platform consists of procurement, invoicing, and expense
management modules, as well as payment capabilities.

Coupa’s adjusted EBIT margin has improved over time, although EBIT margins with stock-
based compensationasanexpense arestill negative and are expected to be negative
duringthe nexttwo years, according to FactSet consensus. Coupa has seen the most
operating leveragefromits Salesand Marketing line during the last three years, while R&D
and COGS as a percentage of revenue have also declined butto a lesser extent.

Bill.com’s Sales and Marketingand COGS lines as a percentage of revenue are slightly below
Coupa’s, whileits R&Dand G&Aexpenses areslightly above.
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Chart 25: Coupa’s margins have improved but
they’re still negative when expensingstock comp
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Chart 26: Coupa has achieved operating leverage
across multiple expense lines, most coming from
Sales/Marketing
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Source: Company data, Autonomous Research; Coupa figures are for the
closest fiscal year end.

Analyzing Shopify's financials, we reach similar conclusions. Profitability hasimproved,
althoughthe companyisadding back more stock-based compensation expense. Bill.com’s
EBITmargins areinline with Shopify’s margins when including SBC as an expense.

Shopify has seen the most operating leverage from its Sales/Marketing and R&D lines. We
point outthat Shopifyrecognizes revenue from payment processing on a gross basis, with
interchange reported in cost of goods sold. Most payment companies report net revenue
(i.e.net of the interchange costs), soShopify’s reporting style artificially inflates revenue,
which would lowerthe expenselines as a percentage of revenue. This is likely why Shopify’s

COGS areaboveBill.com’s.

Additionally, ifinvestors keep interchange costs in Shopify’s sales and applyan EV/Sales
multipleto their sales estimate, they arelikely overstating sales, and in turn, the value of
the business. We wouldn’t be surprised if this happenedin valuation estimates for Shopify,
where software analysts, who might nothave a deep understanding of payments, likely

cover thename.

Chart 27: Shopify has a similar margin profile as
Bill.com

Chart 28: Shopify has seen operating leverage
across Sales/Marketing and R&D
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Below we dissect the unit economics across Bill.com’s revenue streams. We estimate
interestincome has the highestincremental margin, then subscriptionrevenue, and then

payments.

The average Bill.com customer generates subscription revenue of $858 per annum, which
we estimate comes on ata 75% incremental gross margin, leading to $644 inincremental

gross profit per customer in thefirstyear of closing.

For transaction fees, the average customer completes 286 transactions per year atan
averagetransaction size of ~$3,600, | eading to TPV per customer of just over S1Imn. The
averagetakerateisjust~3-4bps, leading to annual transaction fees of $380 per customer.
Bill.com provides some guidance on theincreasein direct operating costs (for processing
payments and other items), which we use as a proxy to estimate theincremental gross
margin from payments. We assume direct costs for processing transactions is ~2bps of TPV,
which leads to $174 of incremental gross profit, or just under a 50% gross margin.

Table 24: Unit economics and incremental margin vary by revenue

source
Unit Economics Analysis ($ unless noted) FY19
Subscription Revenue:
Subscription fees for average customer (a) $858
Incremental Gross Margin (%) 75%
Incremental Gross Profit ($) (b) $644
Transaction fees:
Txns for average customer 286
Avg. Txn Size $3,589
TPV for average customer $1,026,597
Txn fees (c) $380
Take Rate 0.037%
Direct processing costs (% of TPV) 0.020%
Direct processing costs ($) $205
Incremental Gross Profit from transactions -$ (d) $174
Incremental Gross Margin from txn fees 46%
Interest on client funds:
Avg. client balance (% of TPV) 1.5%
Avg. client balance ($) $15,399
Yield 1.75%
Incremental interest income (e) $269
Incremental Gross Margin 95%
Incremental Gross Profit - $ (f) $256
Total:
Revenue (g=a+c+e) $1,507
Gross Profit (h=b+ d+f) $1,074
Gross Profit Margin (i = h/g) 71%
Total ex interest on client funds:
Revenue exinterest on client funds $1,238
Gross Profit ex interest on client funds $818
Gross Profit Margin 66%

Source: Company data, Autonomous Estimates
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Webelieveinterestincome carries very low incremental costs, and we peg this business at
a 95%incremental gross margin. The average clientbalanceis just over $15k (~1.5% of its
annual TPV), which ata 1.75%yield, leads to ~$269inadditional revenue. Ata 95%
incremental margin, we estimate $256 inincremental gross profit.

Addingthesethreerevenue streams together implies a total gross marginof 71%for the
entire business, slightlybelowthe 72% reported gross marginin FY19. Removing the high-
margin revenue frominterest on client funds reduces the gross margin to ~66%.

Our 75% gross margin assumptionon subscriptionrevenue could prove conservative, as
Shopify and Coupa Software have subscription revenue gross margins just under 80%.

Chart 29: Shopify and Coupa have subscription gross margins of ~80%
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Taking our uniteconomics analysis a step further, Bill.comsaysinits filing thatits average
payback period is around five quarters (for customers acquired in FY18). The company
measures the paybackperiodasthetimeittakes forthe cumulative non-GAAP gross profit
itearns from customers acquired during a given quarter to exceeds the total salesand
marketing spendin the same quarter.

Using our annual gross profitestimate above of $1,074, Bill.com’s retention rate of 82%
(excludes financialinstitution partners which is just 11% of total revenue by our estimates),
and the 5-quarter payback period, we estimate an LTV/CAC of ~4.4. This is well above the
3.0 hurdlethatis often quoted inthe software industry.

This LTV/CAC figure doesn’t adjust for Bill.com’s net dollar retention rate of 110%for FY19
and 106%for FY18. Assuming customers grow with Bill.com, leading to a higher LTV, we
believe LTV/CAC could be above 6. For perspective, Coupa software quotes anLTV/CAC
greater than 6. Our LTV estimates are undiscounted figures.
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Table 25: We estimate Bill.com’s LTV/CAC to be above 4x; assuming
clients grow with Bill.com, LTV/CAC could be above 6x

LTV/CAC ($ unless noted) S
Gross profit (annual) $1,074
Gross profit/quarter $268
Payback (# of quarters) 5

CAC Estimate $1,342

Gross Profit $1,074

Retention Rate 82%

Average Life of customer (inyears) 5.6

LTV (assuming no rev growth) $5,966

LTV/CAC (assuming no rev growth in client base) 4.4

LTV (assuming rev growth w/ client base) $8,645

LTV/CAC (assuming rev growth w/ client base) 6.4

Source: Company data, Autonomous Research; Bill.com discloses a 5-quarter payback period and client
retention of 82% excluding financial institution partners.

Bill.com customeradoptionis strong because the savings are compelling

As shown in thetable below, we estimate the average accounts payable customer using
Bill.com cansave over ~S$4k in costs through operating efficiencies after paying for
Bill.com’s platform. While the analysis is far from perfect, as back-office operations vary
widely by customer, we believe it provides a framework into why adoption of the platform
has been so strongacross SMB customers. The annual cost for the typical Bill.com customer
is $1,240(5860in subscription fees and $380 in transaction fees), implying that customers
keep over 75% of the savings.

Table 26: We estimate Bill.com AP customers can achieve $4k in net
savings after adopting Bill.com’s solutions

Analysis of potential savings using Bill.com ($ unless noted) Paper Online/Automation
Finding invoices/supporting docs, data capture (hours) 0.50 0.10
Reviewing and approving bills (hours) 0.50 0.15
Payments — writing/sending checks (hours) 0.50 0.05

Total hours per item (a) 1.50 0.30

Avg. Transactions per customer per year (b) 300 300

Total Hours per customer per year (c=a* b) 450 920

Average Wage S15 S15

Total Cost $6,754 $1,351

Delta $5,403

Annual cost for average Bill.com customer $1,238

Net savings to Bill.com customer $4,165

Savings accrued to Bill.com (%) 23%

Savings accrued to customer (%) 77%

Source: Company data, Autonomous Research

Below we highlight some of the areas of inefficiency for back-office accounts payable/
accounts receivable departments, and where an automated solution like Bill.com can
reducecosts.

= Findinginvoices/supportingdocs and capturing data: This includes the time spent
matchinginvoices against contracts, manually entering datainto | egacy systems, errors
from manual entry, invoices receivedin various formats (fax, email, mail), andtime spent
resolving unmatched invoices. An automated system can help steer suppliers to send
invoices viaemail, capture data automatically (Bill.com uses its intelligent virtual
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assistant—IVA), reduce manual entryerrors, and match invoices with contracts/purchase
orders viaintegrationwith accountingsystems.

= Reviewing and approving bills: Time is often wasted waiting for billsto be approved,
searchingfortherightperson to approve a payment (sometimes the personisata
different office location), orders are spread across different departments, back and forth
conversations to reachfinalapproval, etc. Automated solutions address many of these
issues by allowing all parties to operate under the same system/dashboardand
employees to have certainuserroles (i.e.can have one personrestricted to enteringand
checking bills, another person forapproving payment, anda final person executing the
payment). For example, ifan employeeimports a bill into the system and submitsitto
approval, the employee with approvalprivileges caneither approve or deny the item. If
approved, it would be sent to the payments employee, who would then execute the
paymentvia the Bill.com system.

= Payments —writing and sending checks: After receiving the appropriate approval, the
company must make the payment to the supplier (in the AP customer’s case). Employees
spend timewritingchecks andtracking them across internal systems. Costs related to
postage, misplaced checks, andinaccuracies add up. An automated system cantakean
approved paymentandthen execute itimmediately. Customers have greater control
over when and howthe supplieris paid (i.e., pay 6 days beforethe duedateand payviaa
virtual-card payment).

Higher-yielding transactions

Unit economics on virtual cards are attractive

Virtual cards have become a more popularformof paymentin recentyears. Avirtual cardis
a single-use, 16-digit virtual credit card that accounts payable departments can use to
securely and quickly make payments to its suppliers. Typically, a predetermined credit limit
equal totheamountto be paidtothesupplieris putonthecard. Other restrictions can
include timeframe (i.e. purchases canonly occur withinthis 48-hour window), number of

transactions, andsuppliername.

Whiletheinterchangeratesareinthe 200-300bps range, the payee (i.e. the supplier
receiving the payment) benefits from improved cash management, control, andsecurity.
Virtual card transactions not only enable faster payments to suppliers, but they carry rich
data thatsuppliers can use to easilymatch incomingpayments with open receivables,
leading to back-office efficiencies.

Using Bill.com’s average transaction size of $3,600, we show in the table bel ow how virtual
cards can skew the revenue per transaction for the company higher.

Table 27: Virtual cards, which have a higher rev/txn, are likely driving yield increases at Bill.com

% of Txn Size/TPV

Gross

Fee ($ % of Cost/ Profit/ Gross Gross
Transaction Types/Fees or %) txns Rev/txn Txn Txn Margin Revs Costs Profit
ePayment/ACH Processing $0.49 85% $0.49 $0.01 $0.48 98% 0.01% 0.00% 0.01%
Checks or Invoices Mailed $1.69 10% $1.69 $0.70 $0.99 59% 0.05% 0.02% 0.03%
Bill.com completes Payables data entry (optional) $0.49 1% $0.49 $0.01 $0.48 98% 0.01% 0.00% 0.01%
Virtual Card Payments 1.20% 1% $43.07 $0.00 $43.07 100% 1.20% 0.00% 1.20%
Get paid via credit card payment 2.00% 1% $71.78 $53.83 $17.94 25% 2.00% 1.50% 0.50%
Cross-Border Wire —U.S. Dollars $9.99 1% $9.99 $5.00 $5.00 50% 0.28% 0.14% 0.14%
Cross-Border Wire —Foreign Exchange $17.94 1% $17.94 $8.97 $8.97 50% 0.50% 0.25% 0.25%
Total/Weighted average 100% $2.02 $0.81 $1.21 60% 0.056% 0.023% 0.034%

Source: Company data, Autonomous Estimates; Assumes Bill. com reports revenue on a gross basis except for virtual cards
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Below we break down the uniteconomics of a virtual card. Fromour conversations with
other publicpayment companies that operateinthe B2B space, we believe the economics
onvirtual cards are highly attractive to cardissuers and players such as Bill.com.

In a typical four-party consumer card-present credit transaction, simple math suggests that
the issuer receives 140bps+ of the transaction economics, while the acquirer/processor
nets ~“40bps and the network 10bps. If an ISO is involved, the acquirer/processor then
rebates ~80-90% of the 40bps to the ISO. In a card-not-present virtualcard transaction, our
understandingis thattheissuer receives ~150bps of the total ~250bps charged to the
supplier ininterchange revenues.

In Bill.com’s case, since Comdata is issuing virtual cards for Bill.com’s account payable
customers, Comdata receives 150bps of economics. Since Bill.comis acquiring the customer
and maintaining therelationship (likethe ISO in the four-party model), it’s likely that
Comdata rebates a majority of the 150bps back to Bill.com. We estimate an 80%/20% split,
so Bill.comreceives 120bps while Comdata keeps 30bps. Thisis a highlylucrative model for
Bill.com, so we’re notsurprised to seethe company add itasa paymentoptiononits
platform.

To beclear, Bill.comis sharing in theissuerinterchange economics whilein a traditional
creditcard transaction, an|SOis sharinginthe acquirer’s economics. That said, both
Bill.comandan ISO areacting as distributors inthe transaction (aka the last-mile
connection with the end customer).

It's unclearif Bill.com rebates any of the 120bps backto its own customers for choosing to
pay with a virtual card. Looking at the financials, revenue per transaction is increasingbut
sois cost per transaction, and margins have not expanded.

Onits website, Comdata advertises a rebate on virtualcardspend for account payables
customers, stating, “turn your payables into a revenue generator with monthlyrebates on
spending”. Theidea hereis to drive virtual-card usage by sharing some of the economics
with paying customers. Not a badstrategy, in ouropinion, especially if thisis high
incremental-margin business for Comdata.

Chart 30: Issuer economics increase with virtual Chart 31: Bill.com retains most of the economics
cards; it then shares most of that with Bill.com from virtual cards
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Issuerthenshares 90%
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Source: Company data, Autonomous Estimates

Source: Company data, Autonomous Estimates

Cross-border payments also have higher yields

Bill.com partnered with FleetCor's Cambridge businessin 2018 to begin offeringcross-
border payments to its customers. We believe the average size of cross-border transactions
could be higher than the company average. Western Union (FUP) disclosedatits 2016
Investor Day thatthe average B2B transaction size was ~$13,000. Italso disclosed thatit
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generated ~$80bnin volumein its B2B segment, whichtranslates to a 0.50% revenueyield
and an averagerevenue per transaction of ~$65.

WhileBill.com’s customer base skews to the smallerend, we believe these higher -ticket
cross-border payments couldincrease the take rate over time. Bill.com disclosed that since
introducing cross-border payments, it has disbursed over $500mnfor its customers. This
translates to less than 1% of TPV by our estimates (usingcumulative TPV since end of FY18
inthedenominator), a lowlevel thatshould allow Bill.com to gain further share of wallet
with its existing customers.

Additionally, with Bill.com acquiring the customer and maintaining the relationship, we
believethesamerules of theroadapplyincross-border payments as virtual-card
payments, inthat Bill.com would retain most of the economics above what it costs
Cambridgeto buy andsell foreign currencies to execute the payments.

Opportunity to add higher-yielding invoice accelerator?

When reading theS-1, we didn’t seeanymention of an invoice accelerator offering to
suppliers. Suppliers deal with delayed payments and outstanding receivables, and they’re
effectively providing a freeloan to the buyer of goods. Thelength of the loan depends on
when the goods are purchased by the buyer and when paymentis ultimately received (i.e.
the invoiceduedate).

The idea would be for Bill.com to offer suppliers the ability to get paidfasterthan they
otherwisewould undera typical accounts receivable collection cycle.

Bill.com could automatically notify its suppliers that they have a new offer through the
Bill.com platform. Bill.com can estimate a discount and payment amount based on the
number of days earlythe supplier wishes to be paid(i.e.if thesupplieris collecting a $3,500
payment, itmightaccept $3,450to be paid 15days earlier).

AvidXchangeis already offering an invoice accelerator to its suppliers, and we’ve seen other
AR/AP solutions providers such as Tipalti offer similar products. AvidXchange has
mentioned thatyields on invoice accelerator payments can bein the 200-300bps range.
Presumably this could be even higher ifthe buyer andsupplierare new, as AvidXchangeis
tasked with underwriting the buyer and supplier payment history. In these payments, while
Bill.com would effectivelybe buying receivables fromthe supplier, they arereally
underwriting the buyer because they’re the paying entity.

It's unclear how much of Bill.com’s customer base is split across accounts payable (buyers)
and accounts receivable (supplier) customers, butif Bil.com canintroduce suchan offering,
itmightbeableto increasetheyieldon paymenttransactions (estimated 200-300bps for
invoice accel erator payments vs. Bill.com’s transactionyield of just 5bps). Additionally, if
suppliers that use Bill.com are much smaller entities, presumablythey would have higher
demand for the product thanlarger entities, which obtain their capital needs el sewhere.
Square (UP) has seen strong demandfor working-capital loans across its small-business
customers.
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Distribution

Bill.com acquires its customers across two channels —1) Direct to SMBs and 2) Indirect
through accounting firms and strategic partners.

Direct: Thedirect channel consists of internal sales personnel, interactions atindustry trade
shows, online advertising, and word of mouth. Management stated thatin a 2019 survey
thatitconducted, roughly 50% of new customer respondents indicated that they first heard
aboutBill.com because they used the platformata prior company or heardaboutthe
platformthrough a colleague.

If this translates into~50% of new customers beingacquired organically, that would
certainly makeiteasier for Bill.comto scalethe business. We estimate thatthe companyis
growing atanLTV/CAC of 4-7x.

Management alsohighlightsits 1.8mnnetwork members as a source of prospective
customers. Bill.com defines network members as its customers plus their suppliersand
clients withaccounts on the platform. They are essentially entities thatjoined Bill.com’s
network attheinvitation of a Bill.com customer who wanted to pay them or be paid
electronically. These network members provide Bill.com withtheir bank account details,
enabling themto connect, invoice, pay and get paid el ectronically.

It's hard to tell how successful Bill.comis at converting networkmembersinto full-paying
customers. Thatsaid, since 2016, we estimate that networkmembers have grown ata 19%
CAGR while paying customers increased ata ~30% CAGR. This suggests the penetrationrate
(i.e. paying customers divided by network members) increased from ~3.2%to 4.3%.

Table 28: Paying customers have grown at a faster rate than network
members

Member & Customer Growth Network Members Paying customers Penetration Rate (%)
As of 3/8/2016* 1,000,000 32,000 3.2%

As of 6/30/2019 1,800,000 76,790 4.3%

CAGR 19% 30%

Source: Company data, Autonomous Estimates; *Bill.com disclosed on March 8, 2016 that it passed 1mn
network members

Indirect: Bill.com also acquires customers through accounting firms and strategic partners.
These partnersinclude morethan 70 of the top 100 accounting firms, other financial
services businesses, and large financial institutions such as Bankof America (OP), JPMorgan
Chase(N),and American Express (OP). We outline below the three main distribution
channelsontheindirect side of the business.

m Accounting firms: Bill.com partners with over 4,000 accounting firms nationwide, andit
markets andsellsits products/services throughthose accounting firms. Bill.comalsohas
a partnership with CPA.com to market Bill.com’s products andservices to accounting
firms, whichthen enroll their SMB customers directlyinto Bill.com’s platform.
Accounting firms accounted for~54% of its total customer as of FY19 (41,000 of the
77,000) and 45% of its revenuein FY19 ($49mnof S108mntotal).

m Financial institutions: Bill.comintegrates with some of the largest banksin the U.S,,
allowing their customers to leverage Bill.com’s platform and solutions.

m Accounting software companies: Bill.com also integrates with accounting software
companies suchas Intuit’s QuickBooks and has referral relationships with other
accounting software providers including Oracle’s NetSuite and Sage Intacct.

37



-

Wy

®
AUTONOMO

S50 Bill 23 December 2019

Accounting-firm customers generated ~45% of revenue in FY19. Based on additional
disclosures, we esti mate the non-accounting-firm, direct SMB channel is the 2"-largest
channel, contributing ~44% of total company revenue. We estimate financialinstitutions
drovetheremaining ~11%.

Chart 32: Accounting firms and SMBs are Bill.com’s Table 29: We estimate these channels to be ~45%

two largest channels

and 44% of total company revenue, respectively

Finandal
institution
customers,
11%

SMBs, 44%

Distribution channel analysis (Smn unless noted): FY18 FY19
Accounting Revenues (Smn):
firm SMB and accounting firm customers 57 96
customers, Accounting firm customers 49
45% SMB 47
Financial institution customers 8 12
Total company 65 108

% of total company revenue:

SMB and accounting firm customers 88% 89%
Accounting firm customers 45%
SMBs 44%

Financial institution customers 12% 11%

Total company revenue 100% 100%

Source: Company data, Autonomous Estimates; We scale up Bill.com’s
disclosure of subscription and transaction revenue by channel to estimate the
total company revenue by channel

Source: Company data, Autonomous Estimates; We scale up Bill.com’s
disclosure of subscription and transaction revenue by channel to estimate the

total company revenue by channel

At 54% of customers and 45% of revenueinFY19, accountingfirms are clearly an important
channel for Bill.com. Customers acquired outside of the accounting-firm channel generate
annualrevenuethatis ~40% greater thancustomersinthe accounting-firm channel, by our
estimates.

Table 30: 54% of Bill.com’s customers come from the accounting-firm
channel; they generate lower rev/customer than the other channels

Accounting-firm channel exposure FY19
Bill.com customers (EOP) 76,790
Accounting firms (% of total customers) 54%
Customers from accounting-firm channel 41,467
Bill.com revenue (Smn) 108
Accounting firms (% of revenue) 45%
Revenue from customers in accounting-firm channel ($mn) 49

Revenue per customer:

Accounting-firm channel $1,176
Non-accounting-firm channel $1,687
Non-accounting-firm channel (% of above accounting) 43%

Source: Company data, Autonomous Estimates

Intuit’s QuickBooks is growing quickly

While Bill.com does not provide the revenue exposure from Intuit, we believe the partneris
a meaningful contributorto Bill.com’s revenue (althoughlikelyless than 10%). Based on
Intuit’s filings, the number of QuickBooks paying customers hasincreased by a 22% CAGR
duringthelastfiveyears, with QuickBooks online growing ata ~40% CAGR.

While most of Intuit’s QuickBooks subscribers arein the US, the company has experienced
faster growth outside of the US. Bill.com currently does not serve any customers outside of
the US, so perhaps Intuithas otheraccount payable/account receivable providersin these
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markets. Additionally, Intuit’s faster growth outside of the US might present anopportunity
for Bill.comto follow Intuitinto these international markets, allowing the company to gain
a presenceoutside the US.
Chart 33: QuickBook paying customers have Table 31: QuickBooks Online growth is being
increased at a 22% CAGR since FY14 driven by both US and non-US markets
6,000 - Country (mn unless
m QuickBooks Online subs . noted) TAM FY19 QBO Subs  QBO Sub Growth
Desktop units US 18 3.30 25%
5,000 - .
M Desktop subs UK 5 0.55 78%
4,000 - . Canada 3 0.32 48%
Australia 3 0.22 39%
g .o e Brazi 17 0.06 47%
' France 3 0.02 143%
2,000 1 . India 7 0.05 42%
[ Rest of World N/A 0.07 33%
1000 Total 85 4.59 33%
' - . Source: Company data, Autonomous Research

FY14 FY15 FY16 FY17 FY18 FY19

Source: Company data, Autonomous Research; FY14 is an estimate based on
mix percentage in FY15.

Contract structures vary across channel

Bill.com’s contracts with its SMB and accounting firm customers primarily consist of
cancellable contracts that canbe terminated by any party atany time. Bill.com recognizes
subscriptionrevenue for cancellable contracts daily and transactionrevenue on the date of
the transaction.

In the financial institutions channel, Bill.com enters into multi-year contracts where the
company receives guaranteed monthly minimum fees. These contracts enable the financial
institutions to provide their clients with access to online bill pay services through the
financial institution’s online platform. The fees that Bill.com earns from these contracts
vary based on the number of users and transactions processed. Our concern withthis
channelisthatthebusiness doesn'tscale atthe samelevel of profitability as the SMB direct
channel, butit’s encouraging to seelanguage that Bill.com earns morerevenue as the
number of users atthefinancial institution increases.

Reselling model withstrategic partners

With its strategicandaccounting partners, Bill.com generally provides wholesale prices, and
its partners determine thefinal priceto theirclients. To drive usage acrossits partners’
clients, we believe Bill.com offers volume discounts (i.e. the more clients that a partnerhas
on Bill.com, the higher the discount). We've seen references to wholesale discounts of up
to 80%. With the strategic partners andaccounting firms controlling the end user price,
these partners can decide whether to profit fromreselling Bill.com’s offering or pass along
anysavingsto theirclients.

Integration is not exclusive

While accounting firms and other strategic partners may offer another form of distribution
for Bill.com, itdoes notappear that these partners are exclusivein many cases. For
example, across six providers of accounts payable andaccounts receivable solutions (other
than Bill.com), all areintegrated intoIntuit’s QuickBooks and many integrate into other
popular software providers suchas Oracle, Sage, and Microsoft.

In the case of Intuit’s QuickBooks, customers cango to the QuickBooks Apps Store and
selecttheir own provider. Bill.com shows up as the second-most popularapp under the
“Make payments” category (Stripe/PayPal/Square syncis number one), scoring 4.5 stars
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and 451 reviews, above Beanworks (5 starsand 27 reviews), MineralTree (5 starsand5
reviews), Tipalti (5 starsand 2 reviews), and Stampli (5 starsand 1 review).

Table 32: Other providers of AR/AP solutions integrate into the same software providers as Bill.com

Software provider (Integration — Y = Yes) AvidXchange Beanworks Bill.com DocuWare Stampli Tipalti MineralTree
Intuit Quickbooks Y Y Y Y Y Y Y
Oracle NetSuite Y Y Y Y Y Y
Sage Intacct Y Y Y Y Y Y
Microsoft Dynamics Y Y Y Y
Sage Y Y Y Y
Infor Property Management Y Y Y

Oracle JD Edwards Y Y Y

SAP Y Y Y

Xero Y Y Y
Yardi Y Y Y

Acumatica Y Y

Caliber Software Y Y
FinancialForce Y Y

OGsys Y Y

Oracle Y Y

Rent Manager Y Y

TOPS Y Y

Source: Company websites, company data, Autonomous Research
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Competitive landscape

The market for accounts payable and accounts receivable software providersis highly
fragmented, and we believe there are a few smaller software companies trying to build
scale. Thelack of a large-scale player highlights the challenges to buildscalein the B2B
segment. While we provide a more comprehensive list of competitorsinthetable below,
we believe some of the key players outside of Bill.cominclude AvidXchange, Beanworks,
Billtrust, PaySimple, Tpalti, and MineralTree.

Providers focus on customers of different size

Webelieve marketshareis splitacrossthe size of the end customer. For example,
AvidXchange focuses on companies inthe expanded middle market that typically generate
S5mnto $1bnin annual revenue. AvidXchange has stated thatits average customer does
~1,000 transactions per month, well above Bill.com’s 25 transactions per month forits
average customer. Based on the company’s comments, we believe AvidXchange’s typical
customer averages ~$25-30mninannual TPV, whichatthelatest customer count of 6,000,
implies ~$150-180bn in annual TPV.

Going further up the size spectrum, Coupa offers solutions to large enterprises based in
North America, but morerecently, the companyhas expanded into the middle marketand
international markets. For perspective, Coupa has ~1,000 customers andthe average TPV
per customer is ~$500mn per year, well above Bill.com’s S1Imn in TPV per customer.

Interms of other competitors, Bottomline (NR) focuses on the upper middle market, so
likelyabove Bill.com’s sweet spot. FleetCorand WEX likely competein the mid to upper end
of the market, so above Bill.com’s target customer. We believe players such as Beanworks,
Billtrust, Paysimple, Tpalti and others are targeting smaller businesses, although a lack of
data doesn'tallow fora direct comparison with Bill.com.

Chart 35: Coupa focuses on even larger customers
(average annual TPV per customer)
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AvidXchange

Source: Company data, Autonomous; AvidXchange is a private company and
our estimate is based on management’s comments.

Providers focus on different channels

Not only is the market segmented by the size of the end customer, but we believe go-to-
market strategies differacross providers. Bill.com has a large SMB direct business, butit
alsorelies heavilyon strategicpartners such as accounting firms and financial institutions.

AvidXchange stated ina meeting a few years ago thatitisintegrated into 140-150 different
accounting systems, andearlierthis year, itsaid thatitnow has over 250accounting
systems, soclearlythisis a focus for the company. AvidXchangeis working its way into the
banking channel, offering their software solutions on a white-label basis, with key
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relationships including Fifth Third (OP) and KeyBank (UP) (i.e. Fifth Third has 10-12k middle-
market customers).

AvidXchangealsostrucka deal with Mastercardin 2017 to streamline B2B paymentsinthe
middle market, forming Mastercard’s B2BHub. The strategic partnership allows Avid to
reach ~350k businesses operatingin that part of the market, with Avidbringingits AP and
payment expertise and Mastercard contributing its commercial payment solutions. We
believe this partnership has hel ped AvidXchange grow above 40% per year for the last
seven years.

MineralTree has been focusingon bank partnerships, offering their partners a white-label
solutionthatthey can pass alongto their end clients.

Table 33: Players looking to automate accounts payable and accounts receivable processes

Total
Year Funding
Name Founded (Smn) Description
Aria Systems 2003 $180 Cloud-based monetization platform that addresses basic billing to managing recurring payment
streams from customers
. Automates accounts payable and payment processes for middle market companies. Average growth
AvidXchange 2000 5545 rate of 47% during the last seven years, expect ~40% growth going forward. Has ~6,000 customers.
Beanworks 2012 $12 Accounts payable software provider focusing on the small business market.
Billtrust 2001 $104 Focuses on accounts recelvabltc-z solutions to manage the entire invoice to cash transaction lifecycle,
quotes a 98% customer retention rate
C2FO 2008 $398 Online B2B marketplace for working capital
Chrome River Technologies 2007 $155 Provider of expense reporting and invoice management
corcentric 1998 Provides accounts receivable and accounts payable automation solutions for mid-market to Fortune
1000 companies. Exceeded $1bn in annual customer gross billings in 2013
Coupa 2006 $169 Business spend management platform that allows customers to streamline procurement, invoicing,
P expenses, and payments; In FY19 - $260mn in revenue, 988 customers, $399bn in volume.
DivyPay 2016 2 Expense manaingementand wrtgal card platform that helps businesses control their spending and
automate their expense reporting
Providers digital document management and automated workflows to organizations of any size.
DocuWare 1988 . . .
Available in 16 languages and serves 12,000 customers across 90 countries.
Enliven Software 2007 AI.Iows busmgsses to manage accounts receivable and accounts payable processes through integration
with accounting systems
B2B Portal Solution enables business customers to transact with providers whether buying new
globys 2008 . s
products or paying their invoices
HighRadius 2006 $50 Saas provider for Integrated Receivables (Credit, Cash Application, Collections, Deductions, and
Payments).
Invoice2go 2002 $60 Mobile invoicing app that gives small businesses control over their time and business.
Mineral Tree 2010 $73 Focused on creating efﬁ'u'enmevs for accounts payable departments in the small business market. Has
~1,500 customers and billions in annual payments volume
Modulr Finance 2015 $52 Integrs.ates into bu5|ne§§e§ via APIs to help automate and manage payments (providers processing,
collection, and reconciliation)
. Leader in full AP automation to over 400 business clients; enables businesses to pay their entire
Nvoicepay 2009 . . . . .
payable expenses domestically and internationally, acquired by FleetCor in 2019
- - 5 — - -
Payoneer 2005 $270 Flross bordgr payments platforms with 4mn customers across 200 countries; multiple payout options
included wire, bank transfers, and others
PaySimple 2006 $145 Simplifies billing and collection processes for businesses; helped over 17,000 businesses since 2006
looto 2015 Payment management platform that helps small and medium size businesses automate and streamline
P their payments
roger.ai 2017 S7 Bill pay and accounts payable automation for SMBs and accountants
Offers end to end expense management and AP automation to large businesses; In 2014, had 25k
SAP Concur customers, 25mn active users in 150 countries, and $600bn in annual volume. Acquired by SAP in 2014
for over $8bn USD.
- <1 — 1
Stampli 2015 ¢35 Accounts payable automation software. $10bn in invoices managed annually, 18,000 AP users and
approvers.
Stripe 2010 $1,000 Offers a set of APIs that allow business to accept and manage payments online
Tipalti 2010 $129 Accounts payal?le software p.rowder that surpassed $8bn in annual transactions and increased
customer bookings by 250% in 2019
Tradeshift 2009 421 Cloud-based busmgss net\{vork con.nectlng buyers and suppliers; Offers procurement,
payables and working capital solutions.
Viewpost 2012 $70 AR and AP solutions that help businesses streamline payments, eliminate paper checks, and earn cash

back on payments to vendors.

Source: Company data, Autonomous Research
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Management & Governance

While we have never met members of the management team, we believe they have done
a good job scaling the business. While investors are minority investors in the business
(new shareholders own just 14% of the shares outstanding) and have little say in the
direction of the company, insiders and VC firms still own asignificant portion of the stod,
which suggests to us that management and the board will allocate capital appropriately.
Asa reminder, insiders did not sell any shares, and the company raised ~$200mn to
continue growing the business. We believeit’s a positive that fintech entrepreneur and
Bill.com founder René Lacerte still holds the CEO position and 5% of the shares
outstanding. This stability is complemented by a board that has experience working at
software companies that have scaled successfully. Additionally, some board members
have institutedshareholder friendly activities at other publicly-traded companies. We are
also encouraged by the straight-forward language and transparency in the S-1.

Businessisin the Lacerte family’s blood

René Lacerte, CEO and founder of Bill.com, has an interestingbackground, which we think
is worth explaininginmore detail. René comes from anentrepreneurial family. The legacy
dates backto Arthur Lacerte, René’s great grandfather, who founded a general storein
Canadain 1910. Fast forwarda hundredyears andthe Lacerte family has founded more
than 15 companies acrossNorth America. René’s cousins LarryandPhil sold Lacerte
Softwareto Intuitin 1998 for $400mn.

Prior to Bill.com, René founded online payroll service company, PayCycle, which was sold to
Intuitin 2009 for $170mn. It’s unclear how much Lacerte made fromthe PayCyclesale or
why he leftthe business to start Bill.com. Perhaps the opportunityto grow Bill.comwas
thatmuch moreattractive.

Lacertealso spentfiveyearsatIntuit priorto starting PayCycle, working intheir Small
Business Groupandcontributing to the company’s payroll strategy. Overall, itappears
Lacerteis a fintechentrepreneur who has successfully built multiple businesses, and we
expect himto continuing scaling Bill.com.

Capital allocation solid so far

Wethink the managementteam has allocated capital appropriately, focusing primarily on
growing the business organically by reinvestinginsales and marketingandresearchand
development. From whatwe cantell, Bill.com has notacquireda single company since
inception (nogoodwill onthe balance sheet). Giventhe long runway forgrowth, we expect
the companyto continuereinvesting to grow organically.

Strong board with experience scaling software companies

Webelieve Bill.com has a strongboard, as several members have valuable experience
scaling software businesses while other members have instituted s hareholder friendly
activities at other publicly-traded companies. Below we highlight a few that stood out.

m Peter Kight: He was the founder, chairman, and CEO of CheckFree, a provider of financial
services technology, until it was acquired by Fiserv (N). We believe Kight has treated
shareholders well. Kight was able to sell the CheckFree business to Fiservatthe peak of
the market (Aug.2007) at 16.5x Cash EBIT (ex synergies ), which is the highest multiple
across core-processing acquisitions above $1bn. Kight then served as director and vice
chairman of Fiservfollowing Fiserv’s acquisition of CheckFree. More recently, Kight
serves as chairmanof the board of directors of payment processor Repay (OP).
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m Steven Cakebread: Joined the boardin May 2019. He has been the CFO of Yext, a cloud-
based digital knowledge platform, since 2014. The company went publicin 2017 and the
business has scaledfrom $124mnin sales in FY17to over $300mninFY20E. From 2002 to
2008, Cakebread served as CFO at Salesforce.com, whichIPO’d in2004 at~$4 per share
andincreased to ~$15 atthetimeof his departure.

m David Hornik: General partner at August Capital. He has been on the board of Splunk, a
provider of machine data analytics software from 2004 to 2017.

m Allison Mnookin: Served as CEO of QuickBased, anonline application software company
in2016.From2010to 2016, Mnookin served as VP of Intuit’s Quickbase business unit
prior to Intuit divesting the business to private equity. Mnookin alsoserves on the board
of LPL Financial (OP). We believe LPL has allocated capital appropriatelyover the last few
years.The companyhas returned capital to shareholders throughdividends, and it has
repurchased its own stock at reasonable P/E multiples.

m Rory O’Driscoll: Board member since 2013. O’Driscollhas served on the boards of
various software companies including Box, DocuSign, and ExactTarget.

Inside ownership at the company remains significant

Inthetablebelow, we showthe ownership of insiders and institutions with morethan5%
of the outstanding stockbefore and afterthe IPO. With only 14%of shares going to new
public shareholders, the ownership percentages come down slightly. Executive officers and
non-VCdirectors own ~7% of the shares outstanding, including René Lacerte’s ownership at
~5% (~$114mn).

Largeinstitutional investors include DCM, August Capital, Ossa Investments, Emergence
Capital, andFinancial Partners.

Table 34: Executives and non-VC directors own ~7% of the shares post IPO; CEO owns ~5% of shares

Before Offering After Offering
Directors/Related Shares Value of shares

Name Persons Owned (#) % Owned Shares Owned (#) % Owned (at $38)
DCM David Chao 9.9 16% 9.9 14% $296
August Capital David Hornik 7.7 13% 7.7 11% $232
Ossa Investments 5.6 9% 5.6 8% $167
Emergence Capital Brian Jacobs 4.9 8% 4.9 7% $148
Financial Partners Steven Piaker 4.8 8% 4.8 7% $143
René Lacerte Bill.com CEO 3.8 6% 3.8 5% $114
Scale Venture Partners Rory O'Driscoll 3.8 6% 3.8 5% $113
Icon Ventures Thomas Mawhinney 3.4 6% 3.4 5% $103
John Rettig Bill.com CFO 0.6 1% 0.6 1% $18
Peter Kight Director 0.1 0% 0.1 0% sS4
Steven Cakebread Director 0.1 0% 0.1 0% $3
Allison Mnookin Director 0.1 0% 0.1 0% $3
Bora Chung SVP, Product 0.0 0% 0.0 0% S0
Total Insiders/Directors/>5% Institutions 44.8 74% 44.8 64% $1,344
Executive Officers 4.4 7% 4.4 6% $132
Executive Officers & Non-VC Directors 4.7 8% 4.7 7% $142
Total Company 60.7 70.6 $2,117

Source: Company data, Autonomous Research

Three-class board with staggered three-yearterms

The board of directors consists of 10 members and is divided into three classes of directors
thatwill serve staggeredthree-yearterms. Class | directors include René Lacerte, Thomas
Mawhinney and Peter Kight (terms expire at first annual stockholder meeting). Class |1

directorsinclude Alison Mnookin, David Chao, Steven Piaker and Rory O’Driscoll (terms
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expireatsecond annual stockholder meeting). Classlli directors include David Hornik, Brian
Jacobs, andSteven Cakebread (terms expire on the third annual stockholder meeting).

Accordingto the Bill.com filing, the board of directors determined that Cakebread, Chao,
Hornik, Jacobs, Kight, Mawhinney, O’Driscoll, and Piaker,and Ms. Mnookin, are
“independentdirectors”.

Compensation

Executives are compensated primarily inthe form of salary, bonus, equity awards (i.e.
options), and non-equity incentives. InFY19, over 80% of the executive compensation came
from equity compensation, which vests based on time and continued service with the
company. Non-equity compensation, which is paid out semi-annuallybased on corporate
andindividual performance objectives (metricsinFY19 weretied to revenue), made up less
than 10% of total compensation.

Restating the bylaws

Bill.comisrestatingits bylaws that could prevent other companies from acquiringcontrol of
the company. Herearea few thatstoodout.

m Board vacancies: Authorizes only Bill.com’s board of directors to fill vacant directorships.
This could preventa stockholder fromincreasing the size of theboard andgaining
control by filling the resulting vacancies with its own nominees.

m Classified board: Boardis classified into three classes of directors, which canlead to
slower board turnover.

= Supermajority requirements to restate bylaws: Requires votes of 66.7% to change many
of the new bylaws beingputin place.

m Issuance of preferredstock: The boardwill have the authority, without action of the
stockholders, to issue up to 10mn shares of undesignated preferred stock. This could
discourage a takeover of the company.
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Questions for management

1)

2)

3)

4)
5)

6)

10)

11)

12)

13)
14)

15)

Subscription revenue growth has been driven by growth inthe number of
customers and subscription revenue per customer. Can youtalk about the
sustainability of growth in subscription revenue per customer? Historicallythe
company hasraised prices on its per user per month subscription plans. Can you
talk aboutyourability to raise prices inthe future?

The customer count continues to grow above 20%, and we estimate the company
has lessthan2% marketsharein the US. Can you talk about how fast the number
of customers can growandwhat can we expectin terms of marketsharegains
over the next 3-5 years?

The companylosta strategicpartnerin FY19 (we believeit was Capital One). Can
you talk about why the strategic partner decided not to renew? Who was the
strategicpartner? Did they choose another provider? Was Bill.com unwilling to
sacrifice on economics ordida competitor undercutiton price? Did the strategic
partner bring thisin house? Was this loss lower-margin business because Bill.com
is paying a referral fee/commissionto this strategic partner?

When will thecompany lapthe headwindfrom theloss of the strategic partner?

Transactionfeerevenueincreased 105%in F1Q20-itappears half of thatis being
driven by growth in the customer base and the other half by higher take rates.
(~4.8bps takeratein F1Q20 vs.~3.3bpsinF1Q19). Canyou discuss whatis driving
the higher yield? Presumably more virtual-card and cross-border transactions (in
foreign currencies), which have variable rates, are driving the take rate higher?

How do you think about the trajectory of thetake rate over the nextyear and the
next3-5years?

What percentage of TPV and processed transactions comes from virtual cards and
cross-border payments? Where do you think this penetrationrate can go over
time? Is therea ceilingto this figure?

Whatarethetakerates onvirtual cards and cross-border payment transactions?
Whatistheaverage transaction size?

We've seen Comdata offerrebates toits accounts payable customers who use
virtual cards. Is the company offering rebates to its customers? If so, how much of
the economics do you rebate? Arerebates as commonacross smalleraccounts
payables customers that Bill.com serves (versus larger enterprises)?

Interestrates have declinedfromlastyear. Can you talkabouthow muchofan
impactyou expectthisto have on theinterest earned fromclient funds?

Whataretheclientfundsinvested inandhow sensitiveis your revenue/earnings
to changesininterest rates?

Canyou talkaboutyourmaincompetitors? Do youcome across AvidXchange or
arethey focused more on the mid-market?

Do you haveany plans to move up market or expand into other geographies?

Intuit’s QuickBooks Online business is growing quickly outside of the US. Is it
possiblefor you to follow theminto theseinternational markets? Is there anything
froma technical or operational standpoint thatthe companywould haveto do to
enter new geographies?

Onthedistribution side, we've seen multiple providers integrate into popular
accounting software like QuickBooks, Sage and Oracle. Can you describe the
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integration process—how does itworkandlong doesittake? Does the SMB
customer selectthe AR/AP provider or does the accounting software steer its
customers to preferred vendors?

16) Weestimate ~45% of total company revenue comes from accounting firm
customers, 44% from SMB directandthe remaining 11% from financial i nstitution
customers. Canyou talkabout how this mixhas shifted overtime? Does the
company expectone channel to grow faster thanthe others?

17) The companypartners with 4,000 accounting firms (up froma few thousand
several yearsago), can you talkabout how many more accountingfirms the
company canaddin the coming years? Howimportant of a growth channelis this
for thecompany?

18) Our understandingisthatBill.com provides wholesale pricing to its accounting
firms (volume discounts are common-—i.e. the more customers the accounting firm
has on the Bill.com platform, the cheaper the price for the accounting firm) and
thatthe accounting firms set the subscription price for theend user. Can youtalk
abouthow thisworks andisthereanyrisk to the pricing model if some end
customers are paying lower prices than Bill.com’s SMB direct customers?

19) Switching over to margins and expenses, can you talkabouttheincremental gross
margins across the threerevenue lines —subscription fees, transaction fees, and
interestincomeon client funds?

20) Switchingto expenses, the company is spending ~30% of its revenue on Sales and
Marketingand~30% on R&D. Can you talkabout how you expect theselines to
trend over time? Which lines will have the most operating leverage?

21) When thinkingaboutreinvestingin the business, are you managing to a certain
LTV/CAC? Or is there a point when the company wouldscale back the
investments?

22) The companyhas been slightly FCF negative during the last two years, canyou talk
aboutyour expectations for FCF generation (orburn) overthe nextthreeyears?
The companyraised ~$200mn inthe IPO. When will the company exhaust these
funds?

23) Has thecompany provided anylong-termguidance? Where does the company see
operating margins going over the mediumto long term?

24) Interms of capital allocation, is there any desire to acquire other companies? If
Bill.com didacquirea company, would it prefer to expand into another segment of
the market (either via a different distribution channel or geography) or would it be
more likely to add additional functionality/improve the platform?

25) Whatnew products/offerings is the company planning on introducing to the
platforminthecomingyears?
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IMPORTANT DISCLOSURES

OnandasofApril 1,2019, AllianceBernstein L.P. acquired Autonomous Research. As a result of the acquisition, the
research activities formerly conducted by Autonomous Research US LP have been assumed by Sanford C. Bernstein & Co.,
LLC, which will continue to publish research under the Autonomous Research US brand andthe research activities formerly
conducted by Autonomous Research Asia Limited have been assumed by Sanford C. Bernstein (Hong Kong) Limited
% 18 & H PR/ 5], whichwill continue to publish research under the Autonomous Research Asia brand.

References to “Autonomous” in these disclosures relate to Autonomous Research LLP and, with referenceto dates prior to
April 1,2019, to Autonomous Research US LP and Autonomous Research Asia Limited, and, with reference to April 1, 2019
onwards, the Autonomous Research US unitandseparate brand of Sanford C. Bernstein & Co.,LLC and the Autonomous

ResearchAsia unitandseparate brand of Sanford C. Bernstein (HongKong) Limited 2% 1% % #H R4\ 7, collectively.

References to "Bernstein" orthe “Firm” in these disclosures relate to Sanford C. Bernstein & Co., LLC, Sanford C. Bernstein
Limited, Sanford C. Bernstein (Hong Kong) Limited B 1& &F#& BFR 5], Sanford C. Bernstein (Canada) Limited, Sanford C.
Bernstein (India) Private Limited (SEBI registration no. INH000006378), Sanford C. Bernstein (business registration number
53193989L), a unit of AllianceBernstein (Singapore) Ltd. which is a licensed entity under the Securities and Futures Act and
registered with Company Registration No. 199703364 Cand, with reference to April 1,2019 onwards, Autonomous Research
LLP, collectively.

Bernstein produces a number of different types of research products including, among others, fundamental analysis and
quantitative analysis both under the “Autonomous” brand and under its “Bernstein” and “Alphalytics” brands.
Recommendations contained within one type of res earch product may differfromrecommendations contained within
other types of research products, whether as a result of differing time horizons, methodologies or otherwise. Furthermore,
views or recommendations within a research product issued under any particular brand may differ from views or
recommendations under the sametype of research productissued under another brand. The ResearchRatings System for
the Autonomous brandandthe Bernstein brand and otherinformationrelated to those Rating Systems a re below.

The research analyst(s) who have authored this report, is/areidentified on the front page and again on the back page of this
report (contact page) underthe entity and brand in which he/she operates, and herebycertifythatanyopinions expressed
inthereportrepresenthis or her true opinions.

This report has been produced by anindependentanalystasdefinedin Article 3 (1)(34)(i)) of EU296/2014 Market Abuse
Regulation (“MAR”) and unless otherwise stated is employed as an Investment research analystin the Autonomous
research unit of Bernstein.

This communication was completed as of the dateindicated on thefront page of thereportand details of the time it was
disseminated canbe found at www.autonomous.com/dashboard.html.

REGULATION AC CERTIFICATION

Each research analystnamed on the front page of this research report, herebycertifies with respect to eachissuer or
security or financialinstrument thatis covered in this research report:

e The views expressed have been prepared in an independent manner and have not been influenced by any client
relationships or activities relating to the Firm

e Reflectonly his/her personal views

e No part of his/her compensation was, is or will be, directly or indirectly, related to the specific investment
recommendation(s)or view(s) expressed by that research analyst

e He/she(or members of his/her household) has no financialinterests in those securitiesorissuers including without
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limitation, any option, right, warrant, future, long or short positions

e Noother material conflict of interestis knownto theresearchanalyst to the best of his/her knowledge

DISCLOSURES

Ownership and Conflicts of Interest.
ANALYSTHOLDINGS

Kenneth Suchoski has a holdingin Fiserv(FISV US)
Kenneth Suchoski has a holding in Mastercard Inc (MA US)

Kenneth Suchoski has a holdingin Visa Inc (V US)

SECURITY DISCLOSURES

Mastercard, Inc.is covered by both the Autonomous brand and the Bernsteinbrand. For theresearch ratings and price
target history please go to https://bcprod.autonomous.com/disclosure_portal/portal.html for securities covered by
Autonomous brand and www.bernsteinresearch.com/go/disclosures for securities covered by the Bernstein brand.

PayPal Holdings, Inc.is covered by boththe Autonomous brand and the Bernstein brand. For the research ratingsand price
target history please go to https://bcprod.autonomous.com/disclosure_portal/portal.html for securities covered by
Autonomous brand and www.bernsteinresearch.com/go/disclosures for securities covered by the Bernstein brand.

Squareis covered by both the Autonomous brand and the Bernstein brand. For the researchratings and price target history
pleasego to https://bcprod.autonomous.com/disclosure_portal/portal.html for securities covered by Autonomous brand
and www.bernsteinresearch.com/go/disclosures for securities covered by the Bernsteinbrand.

Visa, Inc.is covered by both the Autonomous brandandthe Bernstein brand. For theresearch ratings and price target
history please go to https://bcprod.autonomous.com/disclosure_portal/portal.html for securities covered by Autonomous
brand and www.bernsteinresearch.com/go/disclosures for securities covered by the Bernsteinbrand.

FIRM DISCLOSURES

Accounts over which Bernstein and/or their affiliates exercise investment discretion ownmorethan 1% of theoutstanding
common stockof the following companies (ADP US / Automatic Data Processing, COF US / Capital One, EEFT US / Euronet
Worldwide, FLT US / Fleetcor, LPLAUS / LPL Financial, MAUS / Mastercard, PYPLUS / PayPal,SQ US / Square, TREE US /
LendingTree, VUS/ Visa, WEXUS / WEX, WU US / Western Union).

Bernstein, Autonomous and/ortheirrespective clients do andseek to do business with companies covered in its research
publications. As a result, investors should be aware that Bernstein, Autonomous and/ortheirrespective affiliates mayhave
a conflictinterest that could affect the objectivity of this publication. Investors should not consider this publication as the
only factor in making their investment decisions.

Researchanalysts are prohibited from serving as an officer, director, or employee of any company whichiscovered under
either the Firm’s Autonomous or Bernstein’s brand.

The Firm'’s researchanalysts are compensated based on aggregate contributions to the research franchiseas measured by
account penetration, productivity and proactivity of investmentideas. No research analystsare compensated based on
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performancein, or contributions to, generating investment bankingrevenues.

One or more of the officers, directors, or employees of Autonomous or Bernstein may at any time hold, increase or
decrease positions in securities of anysubject company.

Bernstein orits affiliates may provide investment management or other services to the pensionor profitsharing plans, or
employees of anycompany mentioned herein, and may give advice to others as to investmentsinsuch companies. These
entities mayeffecttransactions thatare similar to or different from those recommended herein.

Subjectto strict compliance with policy, the Firm will, for factual accuracyallowthe subject company(ies) to checkredacted
parts of a report. The Firm will consider comments about factual errors and make amendments wherenecessary. Unless
otherwise stated, no amendments have been madeto this report whichhas altered the recommendations in connection
with any comments received. Redacted means that recommendations, including pricetargets and estimates, were not
shared with the subject company.

Itis atthesolediscretionofthe Firmasto when toinitiate, update and cease coverage. The research analyst(s) responsible
for the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for the
purpose of gathering, applying andinterpreting marketinformation. The Firm has established, maintains and relies on
informationbarriers, suchas "Chinese Walls," to control the flow of informationcontained inoneor more areas (i.e. the
privateside) within the Firm, andinto otherareas, units, groups or affiliates (i.e. publicside) of the Firm.

This researchreport contains more thansixstocks (LPLAUS, COF US, FLT US, WU US, MA US, V US, GPN US, ADP US, EEFT
US, PYPL US, SQ US, TREE US, WEX US, FISV US, FIS US, RPAY US, BILL US). Please refer to www.autonomous.com (under
Research, BankSector / Insurance Sector) for recommendation / price target histories.

Please note that the above Recommendation, Target Price and Share Price History shown for LPL Financial priorto April 1,
2019 was whenthis Analyst was covering the company under the Bernstein brand. The Bernstein brand utilizes a
different valuation, ratings and recommendation system, and accordingly, publication underthe Autonomous brand may
haveresulted in a different Recommendationor Target Price history.

Price target derivation

To derivea fairvalue, we use a commonvaluation approach for each sector/sub-sector: for banks, insurers,and mortgage
originators we use a DCF based sum-of-the-parts valuation; for payment and processing companies, mortgage tech
companies, and traditional asset managers we use a target P/E approach;for alternative asset managers we take the
average of a fee stream sum-of-the-parts and an"in ground" and un-invested capital value model. These approachestofair
valuesdrivethe pricetarget exactly in most circumstances. Only wherethereisanidentifiable exogenous eventthat could
occur on a twelve month time-frame cana target price diverge fromthefairvalue (e.g. a potential take-over froman
identifiable bidder ora potential capital impactfrom a possible regulatory change).

Risk to the Rating, Price Target, Recommendation

This researchreport contains morethansixstocks (LPLAUS, COF US, FLT US, WU US, MA US, V US, GPN US, ADP US, EEFT
US, PYPL US, SQ US, TREE US, WEX US, FISV US, FIS US, RPAY US, BILL US). Please refer to www.autonomous.com (under
Library, Companies—All) for individual risk statements

INVESTMENT RESEARCH RATINGS AND RELATED DEFINITIONS OF AUTONOMOUS

Outperform (OP) Neutral (N), Underperform (UP). Ourrecommendations are ‘Outperform’ (stocks with the mostvaluation
upside), ‘Neutral’ and ‘Underperform’ (stocks with the least upside) and are stated relative to the sector (not the market).

For purposes of MAR and the FINRARule 2241, ‘Outperform’is classified as a Buy, ‘Neutral’ is classified as a Hold, and
‘Underperform’is classified as a Sell.

50



-

Wy,

®
AUTONOMO

Thosedenoted as ‘Feature’ (e.g., Feature Outperform FOP, Feature Under Outperform FUP) are our coreideas.

S50 Bill 23 December 2019

Not Rated (NR) is applied to companies that are notunder formal coverage.

Coverage Suspended (CS) applies when Autonomous has suspended coverage of a company. Ratingsandpricetargets are
suspended temporarily. Previouslyissuedratings and pricetargetsarenolongercurrentandshouldtherefore notberelied
upon.

As our benchmarks we use the SX7P and SXFP indexfor European banks and the SXIP for Europeaninsurers, the S&P 500
and S&P Financials for US banks coverage and S5LIFE for US Insurance, IBOV for Brazil and H-FIN index for Chinabanks and
insurers.

Our recommendations are basedon a 12 monthtime horizon. Autonomous expects that recommendations will be updated
no more frequently than monthly

DISTRIBUTION OF INVESTMENT RESEARCH RATINGS IN LAST 12 MONTHS BY AUTONOMOUS (AS CURRENT)

Recommendation Europe Count % US Count % AsiaCount %
OUTPERFORM 47 39.8% 61 47.3% NA NA
NEUTRAL 35 29.7% 29 22.5% NA NA
UNDERPERFORM 36 30.5% 39 30.2% NA NA

Autonomous has not provided investment banking services for any subject company of this report withinthe previous 12
months. The above ratings relate solely to the investment research ratings for companies covered under the
Autonomous brand and do not include the investment research ratings for companies covered under the Bernstein
Brand.

DISTRIBUTING ENTITIES

Clients basedin the UK or European EconomicArea (“EEA”) arefacing and have been distributed Autonomous branded
research by Autonomous Research LLP.

Where a client resides in the United States (“US”), they are facing and have been distributed Autonomous branded
research by the Autonomous research unit within Sanford C. Bernstein & Co., LLC.

Wherethis report has been prepared solelyby research analysts employed by a non-USaffiliate (such analysts, “Non-US
Analysts”) of Sanford C. Bernstein & Co., LLC (as indicated on the front page of this report by reference to the employing
entity’s name underneath the analyst’s name), this reportisa “Third Party ResearchReport” as defined in FINRARule 2241
and is being distributed in the US to institutional customers by Sanford C. Bernstein & Co., LLC (“US Distributor”) in
accordance with SEC Rule 15a-6. As required by Rule 15a-6, the US Distributorassumes responsibility for the research
report’s contentand any transactions by US recipients in the securities coveredby the research must be effected only
through the US Distributor. Unless otherwise noted, Non-US Analysts are notregistered asassociated persons of the US
Distributoror any other SEC-registered broker-dealerandare notlicensed or qualified as researchanalysts with FINRA or
any other US regulatory authority.

Wherea clientresides within HongKong or Australia they arefacingandhavebeen distributed Autonomous branded
research by the Autonomous Research Asia unit of Sanford C. Bernstein (Hong Kong) Limited 2% {8 &% fE4} T, Sanford C.
Bernstein (Hong Kong) Limited 2% 1% &i& ABR /5], which is regulated by the Securities and Futures Commission (SFC) with
a Type4 licence and distributes Research in Australia under the exemptioninASIC Class Order [CO03/1103] from the
requirementto holdan Australian financial services licence. This research mayonly be distributed to a Professional Investor
and a “Wholesale Client” as defined insection 761G of the Australian Corporations Act. Hong Kong Regulation relating to
the SFCdiffers from Australianlaws.

The Firmisregulated by the following supervisory authorities:
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In Europe: Autonomous Research LLP is authorised and regulated by the Financial Conduct Authorityin the United Kingdom
(500498). Registered in England & Wales No 0C343985.

Inthe US: Autonomous Research USis a separate unit withinSanford C. Bernstein & Co., LLC and distributes researchunder
the “Autonomous” brand. SanfordC.Bernstein& Co., LLCis a broker-dealer registered with the SEC, a FINRAmember firm
and a member of SIPC.

In Hong Kong: Autonomous Research Asia is a separate unit within Sanford C. Bernstein (Hong Kong) Limited
%18 FHAHF R/ T and distributes research under the “Autonomous” brand. Sanford C. Bernstein (Hong Kong) Limited is
licensed with the Securities and Futures Commission in Hong Kong (“SFC”) to carry out Type 4 (Advising on Securities)
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