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Executive Summary

Spruce Point Estimates 25% - 50% Downside
($14.75 - $20.00/share) For Magnite (MGNI)
Magnite, Inc (Nasdaq: MGNI) was formed in early 2020 by a merger of two advertising technology companies - Telaria (formerly Tremor Video) and
Rubicon Project. The merger was predicated on cost, and not revenue synergies, and bringing a Connected TV (“CTV”) product to Rubicon that it
couldn’t build alone. Spruce Point finds evidence to suggest that both companies were hampered with business and accounting struggles prior to the
merger. We believe they have continued to mask challenges with inaccurate financial reporting. Magnite’s pro forma organic sales are down -1% YTD
with peers +16%. Multiple customer interviews all tell us that Magnite does not have much quality CTV inventory to currently sell. A recent subtle
change in Magnite’s financial covenant from “Adjusted EBITDA” to “Maximum Cash Burn” suggests further pressures could lie ahead. Adding to
concerns, Rubicon’s CEO failed to promptly disclose an SEC inquiry at Millennial Media (NYSE: MM) where he was CEO, while Magnite’s CFO held the
CFO role at Spot Runner, accused in a lawsuit of running a pump and dump scheme. Magnite is being promoted by an analyst with a FINRA citation
and checkered past that includes hyping the AOL / Time Warner merger, a former tech media darling that settled SEC accounting fraud charges.
We believe investors are being misguided by Magnite’s growth prospects, and see 25%-50% downside.

Dubious
Management

Dubious
Financial
Reporting
Dubious
Accounting
And
Leadership
Dubious
Stock
Promotion
Excessive
Valuation:
Poor
Risk / Reward

Spruce Point finds evidence that Rubicon management exaggerated growth opportunities, and was failing to
deliver on expecations prior to the merger. CEO Barrett destroyed tremendous value at his prior CEO role at
Millennial Media, and for months failed to report an informal SEC inquiry into goodwill accounting. CFO Day held
the CFO role at Spot Runner during a period WPP sued it and alleged it to be a pump and dump scheme.
Telaria’s former CFO Rego blindsided investors with an accounting restatement earlier at Vonage Holdings
We find evidence that Telaria’s capex reporting was mathematically impossible prior to its merger, and it made
nearly $10m of assets inexplicably disappear at closing. Rubicon has reduced KPIs and resorted to a more
aggressive interpretation of Free Cash Flow. Post-merger, evidence shows Magnite is running two separate
businesses, yet only reporting one operating segment, allowing it to bury clarity into its struggles in our opinion.
Both Telaria and Rubicon had prior material weaknesses of internal controls they claim were remediated, yet
each recently had dismissed their auditors. Magnite’s Chief Accounting Officer (CAO) resigned in less than 2
months post close. Her departure from her two previous companies foreshadowed significant equity value
decline. Magnite’s new CAO appears ill-equipped for the role. Her last accounting role was 7 years ago.
Magnite’s shares are heavily promoted by Needham and Co, who blessed the merger with a fairness opinion.
Needham’s analyst compares Magnite to an early Trade Desk, despite their business performance going in
opposite directions. Analyst Martin has a FINRA citation, and was named in lawsuits related to the promotion of
AOL before it collapsed and its successor was charged with fraud by the SEC and paid a $300m penalty
Magnite is currently trading 20% over the average sell-side analyst consensus price of $21.70/sh. The market
miscalculates Magnite’s true 2020 organic revenue growth of just 1.7%, and rewards it with a premium valuation
of 14x sales, despite one-quarter of revenue “upside” driven by one-off benefits from the political election cycle.
Absent this benefit, we estimate Q3 2020 CTV revenues declined -16% and -23% YoY an QoQ, respectively. At
6.5x-8.5x NTM sales, closer to peer multiples, Magnite would have 25%-50% downside risk ($14.75 - $20.00/sh)
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Meet Magnite, Inc.
Lemon + Lime = Lemon Aid
$ in m (ex: share price)

12/31/19

12/31/19

Pro Forma 12/31/19

Nasdaq: TLRA
$8.38 / $389.0

NYSE: RUBI
$7.72 / $391.0m

Nasdaq: MGNI
$27.30 /$3,200m

$56.0

$156.4

$224.0

$1.0 / 1.5%

$15.3 / 9.8%

$16.3 / 7.2%

$2.1

$12.1

$14.2

Management
Concerns

• Company was called Tremor Video
• Original CEO and CFO departed,
company went through three CTOs
• Last CFO John Rego was CFO at
Vonage Holdings during a period it
blindsided investors with a
material weakness of financial
controls and conducted a financial
restatement

• Original Founder and CEO, President, COO
and CFO have all left
• Current CEO Barrett came from Millennial
Media (NYSE: MM) where he destroyed
tremendous value and withheld an SEC
inquiry from investors
• Current CFO David Day has a mixed 14yr work
history. He was the CFO of Spot Runner
during a period WPP accused it with fraud
and running a “pump and dump” “scheme

• Name change to Magnite suggests desire to move past failures
of Rubicon and Tremor Video/Telaria
• Still being run by Barrett and Day
• Chief Accounting Officer resigned on May 20th. Her two recent
companies foundered after her departure
• New CAO appears Ill-suited for the role: Her last accounting role
was 7 years ago, and has held Human Resources roles recently
• Insiders have consistently sold stock post merger. Heaviest sales
in the recent November stock run up to the $20s

Spruce Point
Concerns And Evidence
To Suggest Financial
Shenanigans At Work

• Auditor change in mid 2019 from
E&Y to BDO, claiming no issues
• Material weaknesses in revenue
recognition identified and
remediated in 2015/2016
• Last 10-K filed pre-merger
continues to warn about potential
material weaknesses
• Telaria under pressure up until the
merger, missing financial results
• Evidence that Telaria’s capex prior
to closing doesn’t add (negative
Q4’2019) capex. Calls into question
accuracy of reported cash
• Phantom $10m of assets and
liabilities disappear from closing
valuation

Exchange: Ticker
Share Price / Mkt Cap
Total Sales
Adj. EBITDA / % margin
Free Cash Flow

• Auditor change in mid 2018 from PwC to
Deloitte & Touche, claiming no issues
• Material weaknesses of internal controls
reported/remediated in 2014/2015 (lack of
qualified personnel, lack of formalized
documented policies)
• Evidence Rubicon’s business under extreme
pressure pre-merger. Stopped regular
reporting of key metrics such as Ad Spend
and Take-Rate. Changed Free Cash Flow
presentation from CFO – Capex to Adjusted
EBITDA – Capex
• Pre-merger “growth drivers” – Video,
Demand Manager and Supply Path
Optimization not materializing. Company not
providing hard metrics to track progress

• We believe Magnite’s financials don’t comply with Segment
Reporting ASC 280 guidance. Magnite should be reporting
Telaria and Rubicon as separate operating units
• Magnite is running separate client platforms, and not fully
integrating personnel. Magnite’s claims of an inability to report
separate financials seems dubious. At worst, they are
intentionally concealing Telaria’s declining business
• We estimate pro forma results are worse than would be
expected YTD 2020 vs. 2019: Sales down -1% with Cash from
operations down at least -143%. YTD peer sales +16%
• We believe Magnite is obscuring Telaria’s CTV results. Absent a
one-time election/political spending benefit, we estimate CTV
revenue growth declined -16% and -23% YoY and QoQ
• Q4 guide shows the slowest pro-forma sales growth of the
combined companies in 3yrs. Analysts are promoting 30%+
growth this year. In reality organic growth is est. 1.7%
• We believe the recent revision to Magnite’s credit agreement
financial covenants is bearish. Silicon Valley Bank now requiring
a “maximum cash burn” stipulation
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Telaria Concerns Pre-Merger

Evidence Telaria’s Business Has Been
Under Pressure Pre-Merger
Spruce Point observes that Telaria’s revenue and, especially its EBITDA, continued to disappoint up until the deal
closed in Q1 2020.
Pre-Deal
Telaria
Q3 2019
Nov 5, 2019

“I'd like to finish our call this morning with our expectations for the remainder of 2019. We're tightening
our guidance range for the full year with revenue between $69 million and $71 million and adjusted
EBITDA between $2 million and $4 million.”
Source: Q3 2019 Conf Call

Jan 30, 2020
Update

“2019 revenue is expected to be approximately $68 million, up 23% from 2018, with CTV revenue of
approximately $30 million, up nearly 100% from 2018. Q4 2019 revenue is expected to be approximately
$20 million, flat to the same period last year, with CTV revenue of approximately $10 million, up 55%
year over year. Adjusted EBITDA for Q4 and full year 2019 are expected to be positive, with full year
Adjusted EBITDA representing a significant improvement over the same period last ”
Source: Rubicon Project and Telaria File Joint Proxy Statement/Prospectus

Telaria
Actual 2019
Results
And Q1 2020
Outlook
March 10, 2020

Fourth Quarter 2019 Highlights:
•
Revenue of $19.6 million
•
CTV revenue of $10.1 million
•
Adjusted EBITDA(1) of $2.7 million
Full Year 2019 Highlights
•
Revenue of $68.0 million
•
CTV revenue of $29.7 million
•
Adjusted EBITDA(1) of $1.0 million
Q1 2020 Outlook
•
Q1 2020 revenue of $15.0 - $16.0m
•
CTV revenue to represent $8.5-$9.5m
Source: Q4 2019 Earnings Release

2019 Spruce Point Observations
•
Revenue of $68m well below the $69-$71m
Pre-Deal Guidance
•
Adj. EBITDA of $1.0m well below the $2 - $4m
Pre-Deal Guidance
•
CTV revenue of $29.7m fell short of the
approximately $30m guidance showing no
strong upside
Q1 2020 Spruce Point Observations
•
Revenue came in at the low end of $15.1m
•
CTV came in at $9.1m in the middle of range
•
No Q1 Adj. EBITDA guidance was provided
Source: Q1 2020 Results
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Mathematically Impossible Capex Points
To Serious Financial Control Issues
Telaria dismissed E&Y as its Auditor in 2019, a role it held since 2012.(1) It claims there was no disagreement with the
auditor as a result of the change. Telaria appointed BDO USA as its new auditor. In 2015, Telaria had reported a material
weakness of controls related to revenue (principal-agent considerations).(2)
Spruce Point finds this explanation suspect in light of our findings that Telaria’s capex in 2019 doesn’t reconcile.
In fact, its financial statements implied negative capex for Q4 2019. These highly concerning irregularities occurred just
before the merger.
When a critical cash flow line item doesn’t add up, it calls into question the accuracy of Telaria’s cash.
Telaria’s 2019 Capex Doesn’t Reconcile

$ in thousands

Purchase of Property & Equipment

3M Ended
March 31
2019
(A)

6M Ended
June 30,
2019
(B)

9M Ended
Sept 30,
2020
(C)

FY 2020
Ended
Dec 31, 2019
(D)

Implied 3M
Ended
Dec 31, 2019
=(D – C)

+$123

+$183

+$230

+$161

-$69

Source: Telaria Filings

1)
2)

Telaria 8-K filing, April 2019
Tremor Video 10-K, p.31
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Spruce Point Has A Track Record Identifying Capex
Accounting Anomalies As Leading Indicators of
Underlying Problems
Telaria’s capex accounting irregularities should not be taken lightly by investors. Spruce Point has a strong record of
success unearthing previously-unidentified financial strain among companies reporting irregular or inconsistent capex
figures. Included in these are some of our most successful short campaigns.

Report

NASDAQ: CSTE | Aug 2015 / Oct 2015

NYSE: AOS | May 2019 and Twitter

NYSE: USC | May 2018

Ent. Value

$1.7 billion

$7.8 billion

$1.7 billion

Company
Promotion /
Situation
Overview

Leading quartz countertop manufacturer capable of
producing sustainable 43% and 26% gross and EBITDA
margins, while producing double digit growth in the
fast growing U.S. market. The Company claimed it
needed to increase capex to construct a manufacturing
facility in the U.S. to accelerate its North American
expansion

Leading maker of water heaters and treatment
products, boilers, and air purifiers. Fast and
sustainable growth in China, allowing for corporate
gross margins in excess of industry peers.

Highly accretive and synergistic North American
roll-up of ready-mix concrete operations capable
of expanding margins and growing earnings

Our Criticism

Our intense fundamental and forensic due diligence
uncovered evidence of slowing U.S. growth, and
margin pressure being covered-up. We also expressed
grave concerns about the Company’s strategy to
build a U.S. manufacturing facility and believed its
capex costs seemed overstated, which would allow
capitalization of costs on the balance sheet and
potentially overstate earnings. Our background work
into CEO Yos Shiran also revealed a pattern of
mismanagement at Tefron, an Israeli textile company,
that promoted a unique technology but failed

Our intensive due diligence revealed a number of
capital expenditure anomalies, notably consistent
mis-forecasting. These capex issues appeared to
point to gross margin inflation via expense
capitalization. Shifting revenue recognition standards
pointed to the possibility of aggressive booking of
sales. Excessive spending on a protracted ERP
implementation also appeared to be linked to
accounting and financial issues

Becoming more aggressive in acquisitions to grow
and providing limited deal transparency. GAAP vs.
Non-GAAP strain intensifying. Leverage rising to
pre-bankruptcy levels. CEO has hidden from
disclosure a DWI arrest for reckless driving.
Aggressive use of capital leases to embellish
EBITDA. Management's history of meeting Capex
guidance is horrendous. PP&E accounts suggest
overcapitalization of costs with vehicle accounts
up 500% yet physical trucks up 100%

Successful
Outcome

Two CEO/CEO’s and two CFO/CFO’s of Caesarstone
subsequently resigned. The Company later reported
numerous manufacturing problems in both its new
U.S. production and Israeli facilities. Gross margins
contracted to 25%. The share price has fallen ~80%
from our initiation price

Following a report from J Capital, AOS admitted that it
had been engaging an undisclosed material supply
chain partner in China, confirming suspicions of
channel-stuffing. In Q2 2018, not long after we
published our report, AOS substantially revised
guidance, showing weakness in China with sales
projected down 16-17%. AOS fired the President of
A.O. Smith China in Feb 2020 following our report

Following our report, USCR continued to miss
analyst expectations numerous times. In April
2019, a regional executive resigned and in Feb
2020, USCR announced its CEO would “retire”.
Shares declined by approximately 55% following
our report

Past performance is no guarantee of future performance. Short-selling involves a high degree of risk, including the risk of infinite loss potential. Please see Full Legal Disclaimer at the front of the presentation.
The recommendations shown above are not intended to be exhaustive. A full list of all recommendations made over the past twelve months can be found on our website
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Beware of Potential Expense Flushing Post
Acquisition
Spruce Point is concerned to see Magnite revise Telaria’s asset valuation post-closing. In our experience, while it is not
uncommon for companies to rebalance and revise valuation line items post-closing, it is very uncommon to see assets
completely disappear. With nearly $9.3m of assets vanishing from a notorious bucket item called “other assets”, it
raises the potential that Telaria was inflating assets to capitalize dubious expenses prior to closing.
Spruce
Point
Warning

John Rego, Telaria’s CFO and CAO at the time of the merger, was CFO and CAO at Vonage during a period it
surprised investors with a material weakness of financial controls that required financial restatement (Source)
Telaria Valuation At Acquisition Date April 1, 2020
Presented In 2Q SEC Filing

Source: Q2 2020

Revised: Telaria Valuation At Acquisition Date April 1, 2020
Presented In 3Q SEC Filing

Source: Q3 2020
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Rubicon Project Concerns
Pre-Merger

Evidence Rubicon’s Business Has Been
Under Pressure Pre-Merger
Spruce Point always warns investors to be careful when key disclosures disappear, and when definitions to key
metrics change. We observe that Rubicon ceased disclosing quarterly “Advertising Spend” and its “Take Rate”, both
key drivers of revenue. In addition, it changed the definition of “Cash Flow” to substitute CFO with Adjusted EBITDA.
Naturally, in the following quarter “Cash Flow (ex: working capital charges) appeared positive. Under the old method,
Free Cash Flow in Q4’18 would have been -$8.0m instead of +$2.1m as depicted.

??

Source: 2019 earnings release

Source: 2018 earnings release

Source: Q3 2018 presentation

Source: Q4 2018 presentation
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Growth Drivers Failing To Materialize
Spruce Point believes all of Rubicon Project’s growth opportunities have petered out or failed to materialize. This
explains why we believe it needed to seek a merger partner in Telaria, which had at least one revenue driver being CTV.

Spruce Point Assessment

Rubicon Project’s Hyped Growth Opportunities Pre-Merger In 2019

Failure To Hit Targets In
2020, Competitors Give
Away For Free, No
Revenue Disclosure
Stopped Disclosing Post
Year End 2019, In Decline
Lots of Talk, But Few Hard
Metrics. Management
Caught Exaggerating
Results In 2019

Source: Investor Presentation, May 2019
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Lack of Demand For Promoted Demand
Manager
Spruce Point finds more evidence that Magnite is under revenue pressure, and is prone to over-promise and underdeliver. Management touted $5m of revenue from Demand Manager in 2020. It has not provided any hard revenue
disclosures, but is slowly walking back expectations. Now it is admitting a “long sales cycle” for a cost-based product
up against free solutions.
MGNI CEO
Q4 2019
Feb 26, 2020

MGNI CFO
Q2 2020
Aug 10, 2020

MGNI CEO
Stephens Conf
After Q3 2020
Nov 19, 2020

“We expect Demand Manager revenue to exceed $5 million in 2020. The current fee structure includes
fees based on total spend that the tool manages, and on average are in the low-single digits. Our fee
structure also includes CPM-based pricing. We are thrilled to be building this business with what we believe
is the largest Prebid group of engineers in the industry following our RTK acquisition in Q4. We are very
pleased with their pipeline, customer account growth to-date, and the opportunity for publishers to grow
their Demand Manager volumes with us for several years after on-boarding.”
“Yes. I think there was -- well first, as you noted on the sign-ups, we are just thrilled. We're -- what's
interesting is we're also getting more interest from, I think some of the larger players that we thought
would have taken more time to gain this level of interest because of COVID and because of the impacts on
their revenue and as they look at their cost structures. So definitely positive progress on the sign-up side.
From a revenue side, I think we're not formally updating our guidance. But we -- there's a big enough
hole here that we don't expect to hit those levels this year. Of course, we've still got a runway here the
rest of the year, so things could take up even more. But at this point, I don't think we're going to hit those
levels. But I think we're going to be better positioned for 2021.”
“No, we're very, very satisfied with the acquisition path. In fact, we're ahead of plan both in terms of share
number and in terms of quality. We thought that it was going to be long sales cycle to begin with or a
long path to maturation for Demand Manager. Think about it, we're competing against the free product.
So that's -- that paid versus free is always a bit of a challenge. And it took something like the pandemic for
folks to really start to realize how much internal resources they're spending on a free product. Whereas if
they just use Demand Manager, it would free up a whole lot of investment in their own business. So we've -that's kind of been a silver lining there.”
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“Video” Another Short Cycle And Opaque
Growth Area That Appears To Have Failed
Rubicon promoted its video growth with some level of opacity in the beginning, declining to provide specific revenue
figures until it magically grew to 18% of total revenues in 2019. Most concerning, Rubicon has never put video revenue
figures in writing in its SEC filings. Then in 2020, video disclosures ceased until Q3 when the CEO referenced non-CTV
video revenue returning to growth at a meager 3% rate.
MGNI CFO
Q4 2017
March 8, 2018

MGNI CEO
Q4 2018
Feb 27, 2019

MGNI CEO
Q4 2019
Feb 26, 2020

MGNI CEO
Q3 2020
Nov 9, 2020

“So I'll just answer the video side. We're not sharing absolute amounts, but it's quickest growing, more
rapid growing part of the company and grew over 50% year-over-year.”

“And we're happy to report that for the full year 2018, video ad spend was $156 million, resulting in $20
million in revenue, which represented 16% of total revenue. Our video business more than doubled in Q4
year-over-year, growing at more than double the industry growth rates, and we continue to expect video to
be a meaningful driver of our future growth.”

“Video revenue for Rubicon Project was $28.6 million in 2019 and grew 43% year-over-year, representing
over 18% of total revenue. We continue to feel strongly that video will be a long-term growth engine for
our business.”
“We've also made progress in non-CTV video revenue, which returned to growth at 3% year-over-year
proforma growth for Q3. This is an area of focus we identified when we announced the merger. CTV
continues to lead our growth and the drivers are powerful.”
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Magnite Hypes
Supply Path Optimization “SPO”
Spruce Point believes “Supply Path Optimization” is nothing more than the latest fancy buzz word to get investors
excited about Magnite’s “potential”. In reality, have management explain what it is, and in our opinion, it spews a
rambling gobbledygook responses. Industry bloggers are equally confused asking “WTF is SPO?”
Blog

“Supply path optimization (SPO) is a major focus for many marketers in 2020—but it's also an area of
significant confusion.”

Blog

“Is Supply-Path Optimization successful? No, because it is only half the equation.”

Source

Blog

“WTF is supply-path optimization?”

Source

Analyst Evans
Nov 19, 2020

MGNI CEO
Rambling
Response To
The Question

Source

You guys talk a lot about supply path optimization. That process that's going on there. But while we're
thinking about this at a high level in simple terms, could you just frame up simply as you can how you win
business from your competitors?
“Yes. Sure. So there's been several phases of programmatic advertising over the last 15 years of its inception. And in the early days, it was mostly about being the exclusive SSP
and having exclusive access to inventory. So maybe BBC would only work with 1 SSP. And if you wanted BBC's inventory, you had to go to that SSP. And so that was the first
phase of SSPs. The battle was to get exclusive inventory, and that would differentiate you. The middle phase was all about a unified auction. Publishers were like, well, that's
kind of inefficient because it's still -- there's still my direct sold, and then I'm creating this waterfall where Rubicon Project gets to see my inventory first. But then if they can't
sell it, they pass it on to programmatic. And programmatic can't sell it, they pass it on. So literally a waterfall in no intelligence as to who gets to see what inventory is just
whether it got sold or not. So the publisher said, let's -- that's crazy. Why don't we put them all in demand? They're all in a level playing field, and it's a unified auction. It's a
jump ball. So I'll send my impression to everyone simultaneously and let anyone bid on it and see if they can win. Obviously, that kind of democratized access to inventory. So it
took away that value proposition of, hey, I'm the unique -- I have unique inventory from BBC. You need to buy from me. So then what started to differentiate how SSPs can
separate themselves. A lot of it was tools and tech. Some of those tools and techs were built for the buy side to make it easier to buy. And ultimately, the number of players
expanded for a moment in time, but then the buyers start to scratch their head saying, why are we trying to buy the same inventory from 15 players? I'm only going to do it
from 5. And that began this whole path of supply path optimization. And so who were the guys that survived? They were the scaled guys. They were global. In our case,
independents mattered greatly because, hey, I didn't want to give out my money to Google who has a DSP who's competing with me. And same with publishers. Publishers
didn't want to give all their inventory to Google who runs in ad exchange because of the idea that they have -- they own and operate inventory. So they're competitive with
publishers. So little by little, it started to wind its way back down. And at that point, I think we had done a decent job of becoming the largest general exchange as Rubicon
Project. And then there are the specialized exchanges, and CTV was one of the fastest growing, most attractive. But knowing and put them together, knowing and put a general
exchange with connected TV capabilities, and that's what the marketplace was crying for. They were like, hey, we need something that looks like the Trade Desk on the sell side,
someone that can do it all, that's independent, that's global, that's scaled. And we could answer 3 quarters of that, but we didn't have CTV capabilities at Rubicon. Telaria could
answer the CTV piece of it, but couldn't answer -- do everything. So it made sense to merge. We did close on $4.1 million. We're 2 quarters into that journey. And we are clearly
differentiated as that player that can do everything that's independent, that’s scaled and feel really good about our path going forward.”
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Supply Path Optimization:
Hype vs. Reality
Spruce Point has caught Magnite clearly exaggerating its SPO efforts, first calling 2019 a period of “acceleration” and
then backtracking to call it “slow”. Exaggerations like this undermine our confidence in management and believe now
is the time for CEO Barrett and CFO Day to resign.

Ideas Conference – November 2019

Source: November 2019 Investor Presentation

Needham Conference – May 2020

Source: May 2020 Investor Presentation
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Post Merger Magnite Problems

We Believe Magnite’s Financial Reporting
Fails To Comply With ASC 280 Guidelines
Spruce Point believes that Magnite’s financial reporting does not accurately reflect the economics of its business, and
may be concealing the struggles of Telaria. Telaria is a material quantitative contributor to the pro forma business, has
different economic characteristics from Rubicon (eg: much lower EBITDA margins, Capex and working capital needs),
is being run on two separate technology platforms, and is being operated by Telaria-represented employees.
Magnite’s
Suspect
Reporting
Grant Thornton Guidance On Segment Reporting (ASC 280)
Red Factors Suggest Telaria Should Be Separately Reported
Under ASC 280-10-50-11, entities can
aggregate operating segments before
evaluating quantitative thresholds only if all of
the following considerations are met:
• The aggregation is consistent with both the
objective and basic principles of ASC 280.
The operating segments have similar
economic characteristics (for example,
similar gross margins).
• The operating segments are similar in all of
the following additional areas:
 Types of products and services offered
 Processes used in the production of
products or in providing services to its
customers
 Class of customers
 Distribution methods
 The regulatory environment in which the
segments operate, if applicable

Source: Segment Reporting, Grant Thornton, Jan 2018

The quantitative thresholds in ASC 280-10-5012 that require an operating segment, after
aggregation considerations, to be separately
reported are as follows:
• Reported revenue (that is, sales to external
customers and intersegment sales or
transfers) is 10 percent or more of the
combined revenue (internal and external) of
all operating segments.
• The absolute amount of reported profit or
loss is 10 percent or more of the greater of
the absolute amount of either (1) the
combined reported profit of all profitable
operating segments, or (2) the combined
reported loss of all operating segments
reporting losses.
• Assets are 10 percent or more of the total
assets of all operating segments(1) If any of
the above conditions are met, the operating
segment must be separately reported; an
operating segment is not required to meet all
three conditions.
1) Magnite has allocated $490m to Telaria’s asset allocation
(56% of its Total Assets as of Sept 30, 2020)

Contribution Analysis Shows Telaria Is
Quantitative Significant to Pro Forma Magnite
With Very Different Economics

Source: Proxy Statement; Contribution analysis by Needham
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What Is Magnite Hiding With Two Separate
Businesses, And One Set of Financials?
At the very onset of merger, management was clear that both businesses were “quite different” and would function as
two separate business units on two separate platforms.
Team
Question
#22

Management
Response

Team
Question
#24

Management
Response

“Will Telaria be run as a separate CTV business unit within Rubicon Project?”

“Our two businesses are complementary, but quite different, so our guiding philosophy will be to avoid
unnecessarily disrupting that. The idea is to have them function as a separate business unit at the outset,
allow them to focus all their attention on growing their CTV business, while we take on their traditional video
inventory--an area that we’ll be able to monetize quite well given our programmatic expertise and scale.”

“Will the technologies be integrated?”

“After closing, we plan to operate two separate platforms for the foreseeable future.”

Source: Rubicon and Telaria, Dec 19, 2019
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Evidence That Magnite Is Running Two
Separate Businesses…..
It is quite clear from Magnite’s website that there are two different client login portals. Magnite even references that
each login is “formerly” related to each separate business.

Source: Magnite website
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Evidence Magnite Is Running Two
Separate Businesses…..(Cont’d)
What more evidence is needed that Telaria is being run as a separate business than current employees in key
product, strategy, finance and accounting roles still representing themselves as Telaria employees?

Source: LinkedIn
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Evidence To Suggest Magnite Is Covering
Up Poor Telaria Performance
After illustrating that Telaria still has its own employees (including financial and accounting employees), is it
really true when Magnite says that reporting Telaria’s post-Merger results on a standlone basis were
impractical? Even more alarming, we find that “pro forma” revenue results do not balance.

Telaria Reported Revenue
•
Q1 2020: $15.1
•
Q2 2020: $13.1
•
6M 2020: $28.2
Rubicon Reported Revenue
•
Q1 2020: $36.3
•
Q2 2020: $29.2
•
6M 2020: $65.5
Pro Forma Combined
• Q1 2020: $51.4
• Q2 2020: $42.3
• 6M 2020: $93.7
Warning: Revenue Doesn’t
Add Up: $93.7 v $93.3
Source: Magnite Q2 2020 10-Q

Spruce Point has major concerns that Magnite is hiding substantial underlying
financial challenges. The Company explicitly stated its desire to operate two
separate platforms and not to integrate technologies. Yet, it claims it cannot show
Telaria’s post-merger results on a standalone basis
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Management Obscuring Political Benefit,
Absent One-Time Boost, CTV Growth Negative
Pre-merger, Telaria talked about the potential benefits of CTV for the election, even expanding its risk factors around
seasonality. Yet, Magnite was quiet on the topic until Q3 2020, when it began discussing the effect.
Telaria
Pre-Merger
Q3 2019
Nov, 5 2019

“With new addressable CTV products, enhanced VMP tool sets and those premium publisher inventory, we believe
Telaria is in a strong position to capitalize on the upcoming political campaign season. We believe CTV will play a pivotal
role in the upcoming elections for the next year…. We believe this creates a significant opportunity for political
campaigns to reach these voters on CTV, and Telaria has dedicated resources to deliver on the political CTV opportunity”
Telaria Expanded Language On Seasonality Around Elections

Telaria
Pre-Merger
Final 10-K
March 16, 2020

CEO Q3
CEO Q3
CEO Stephens
CEO RBC
CFO Stephens

“Our revenue tends to be seasonal in nature and varies from quarter to quarter. During the first quarter, advertisers
generally devote less of their budgets to ad spending and as a result we tend to generate less revenue during the first
quarter of each calendar year. The fourth quarter of each calendar year tends to be our strongest revenue quarter, as
advertising spend generally increases during the holiday season. In addition, we tend to see an increase in the amount
of advertising through our platform in years in which there are impending elections for various state and national
offices when political advertising revenue tends to increase, in particular during presidential election years.”
Magnite Language On Elections
“CTV political spend was a positive contributor to Q3 growth as expected”
“So one question that one might have is on the political spend front, as you look at 2020, in total, political spend
represented in the lower single digits as a percentage of our spend”
“It never really exceeded kind of low to mid-single digits, but it also had an impact in that they tend to pay extremely
high CPMs to guarantee placement”
“Our last time we talked about take rates publicly was at -- before the merger. And our take rate at Rubicon was in the
high 13%, low 14%.”
“CTV tends to have a lower take rate”
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Excluding One-Time Election Benefit,
CTV’s Growth Declined Sharply In Q3
Spruce Point has pieced together clues left by management that the recent election season had an outsized effect on
recent Q3 2020 results. We estimate a $5m revenue benefit to its highly promoted CTV business. Absent this one-off
contribution, we estimate CTV revenue would have declined by 16% YoY.

Total Ad Spending (1)

Total Ad Spending (1)
$ in mm

Political As
% of Ad
Sending (2)

$1,100

$1,155

$1,210

4%

$44

$46

$48

5%

$55

$58

$61

$ in mm

Political CTV
Take Rate (2)

$1,100

$1,155

$1,210

9%

$4.0 - $5.0

$4.2- $5.2

$4.4 - $5.4

10%

$4.4 - $5.5 $4.6 - $5.8 $4.8 - $6.1

1) 2019 Gross Ad Spending of $1bn (Source: Needham). We assume 5-10% growth
2) Per management’s commentary of below average take-rate of 13-14%

1) 2019 Gross Ad Spending of $1bn (Source: Needham). We assume 5-10% growth
2) Per management’s commentary low/mid single digits of ad spending

2019

2020

Q1

Q2

Q3

Q1

Q2

Q3

One-Time
Election
Benefit (1)

CTV Revenue

$5.2

$7.1

$7.3

$9.1

$7.9

$11.1

($5.0)

$6.1

YoY Growth

169%

137%

115%

75%

12%

51%

--

-16%

QoQ Growth

-20%

37%

3%

-9%

-13%

40%

--

-23%

$ in mm

Pro
Forma
Q3

1) We assume the average estimate of approximately $5m
Source: Telaria and Magnite Filings and public comments and Spruce Point Adjustments
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Warning: Diminishing CTV Visibility
Magnite’s early Q2 and Q3 quarterly read on CTV growth has closely matched realized quarterly results. This suggests it
books business early in the quarter with high visibility. Notice carefully, Magnite refrained from quantifying any early
view on CTV Q4 2020 growth.
Early Q2 2020
CTV Guidance
May 5, 2020
With Almost
Another
2 Months, CTV
Showed Little
Upside Beyond
10%. Early Q3
Guidance of 50%
CTV Growth

“On a more positive note, CTV has continued to grow albeit at a lower rate with a year overyear increase in April of approximately 10% and has also stabilized in the last several weeks.”
Source: Q1 2020 Conf Call

“CTV revenue for Q2 2020 was $7.9 million up 12% year over year on a pro-forma basis”
“Since the start of this quarter, we have observed even greater recovery, with Q3 revenue quarter-to-date
nearly breakeven year-over-year on a pro forma basis. And since the start of Q3, we have observed even
more rapid acceleration in CTV revenue growth, currently running at roughly 50% up year-over-year.”

Aug 10, 2020
Q3 2020 Results
Little Change
From Early
Guidance
Nov 9, 2020
Notice No
Q4 CTV Growth
Quantified
Nov 9, 2020

Source: Q2 2020 results

“CTV revenue for Q3 2020 was $11.1 million up 51% year over year on a pro-forma basis.”
Source: Q3 2020 results

“We are seeing continued strong post-election year-over-year growth in CTV, even without the benefits
of political spending.” and “We expect revenue for the fourth quarter to be in the range of $72 million to
$75 million and we expect CTV to continue with strong year-over year growth rates.” and “And so, yeah,
after coming out of two quarters of extreme volatility in Q2 and Q3, I think the message for Q4 is, we
are seeing a little bit of normalcy.”
Source: Q3 2020 Conf Call
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SEC Disclosures on Revenue Worrisome
Warning: MGNI doesn’t put earnings call commentary in its 10-Q when discussing revenue trends (eg. Political election, live sports) and is now
warning about lower take rates from CTV. MGNI also did not put its apparently strong Q4 commentary in the 10-Q, unlike the prior quarter.
“Revenue increased $23.3 million, or 62%, for the three months ended September 30, 2020 compared to the three months ended September 30, 2019. Our
revenue growth was driven primarily by the Merger, completed on April 1, 2020, which contributed $19.7 million in revenue during the three months ended
September 30, 2020. Excluding the impact of the Merger, our revenue increased 10%. Despite some recovery in our revenue trends, our third quarter revenue
was negatively affected by the impact of the COVID-19 pandemic.

Q3 2020
10-Q
MD&A on
Revenue

Our revenue is largely a function of the number of advertising transactions and the price at which the inventory is sold, which results in total advertising spend
on our platform, and the take rate we charge for our services. Because these factors vary across publisher, channel and transaction type, our revenue is
impacted by shifts in the mix of advertising spend on our platform. For instance, an increase in PMP transactions as a percentage of the transactions on our
platform could also result in reduced revenue, if not offset by increased volume or increased CPMs, because PMP transactions can carry lower take rates than
OMP transactions. We believe that contributions to revenue from PMP, in particular with respect to CTV which is largely transacted through PMP, will continue
to grow as a percentage of our total revenue. In general, we expect this to result in an increase in the average CPM for inventory monetized through our
platform and a decrease in our average take rate.
As a result of the Merger, we expect revenue to increase in 2020 compared to 2019, specifically related to CTV. However, these increases have been tempered,
and may be partially offset in the future, by reductions in revenue resulting from the economic impact of the COVID-19 pandemic.

Source: Q3 10-Q

Note on conf call management said: “Overall, revenue growth trends continue to show strength 5-plus weeks into the fourth quarter, and
we expect them to continue.” – Yet unlike, in the prior 10-Q, management didn’t put this in writing.
“Revenue increased $4.5 million, or 12%, for the three months ended June 30, 2020 compared to the three months ended June 30, 2019. Our revenue growth
was driven primarily by the Merger, completed on April 1, 2020, which contributed $13.1 million in revenue during the three months ended June 30, 2020.

Q2 2020
10-Q
MD&A on
Revenue

Source: Q2 10-Q

Revenue is impacted by shifts in the mix of advertising spend by transaction type and channel, changes in the fees we charge for our services, and other factors
such as changes in the market, our execution of the business, and competition. In addition, an increase in PMP transactions as a percentage of the transactions
on our platform could also result in reduced revenue, if not offset by increased volume, because PMP transactions can carry lower fees than OMP transactions.
We expect the percentage of PMP transactions to increase following the Merger since CTV is largely transacted through PMP. Industry dynamics are
challenging due to market and competitive pressures and make it difficult to predict the near-term effect of our growth initiatives.
As a result of the Merger, we expect revenue to increase in 2020 compared to 2019, specifically related to CTV. However, these increases have been tempered,
and may be partially offset in the future, by reductions in revenue resulting from the economic impact of the COVID-19 pandemic. We experienced some
recovery in revenue in the latter half of the second quarter, which has accelerated in the third quarter; however, these trends may not continue as the
impact of the COVID-19 pandemic on our business and operations remains uncertain and depends on various factors, including the spread of the virus, public
health measures, travel and business restrictions, quarantines, shelter-in-place orders, and shutdowns.
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Pro Forma Combined Growth Continues
To Decline…
Investors should have little to cheer about in Magnite’s recent guidance. If we pro forma historical results, we see that its
recent Q4 revenue guidance is the lowest growth rate in three years. This is worrisome given that Q4 is typically the
strongest quarter of the year for advertising spending. There is no evidence of accelerated pro forma growth.
Historical and Projected Pro Forma Revenue Growth

2018

$ in mm

2019

2020

Q4

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Q4E

Telaria

$19.7

$13.6

$18.2

$16.6

$19.6

$15.1

$13.1

$19.7

--

Rubicon Project

$41.4

$32.4

$37.9

$37.6

$48.5

$36.3

$29.2

$41.3

--

Pro Forma Total Revenue

$61.1

$46.0

$56.1

$54.2

$68.1

$51.4

$42.3

$61.0

$72 - $75

31.7%

33.4%

36.8%

25.5%

11.5%

11.6%

-24.5%

12.5%

5.7% - 10.1%

% YoY Growth

Continued revenue growth decline, notably in Q4 which has historically been the strongest quarter

Rubicon: “Our advertising spend, revenue, cash flow from
operations, Adjusted EBITDA, operating results, and other key
operating and financial measures may vary from quarter to quarter
due to the seasonal nature of buyer spending. For example, many
buyers devote a disproportionate amount of their advertising
budgets to the fourth quarter of the calendar year to coincide
with increased holiday purchasing.”
Source: Telaria and Magnite filings, Spruce Point Analysis

Source: 10-K, p.14

Telaria: “During the first quarter, advertisers generally
devote less of their budgets to ad spending, with the
fourth quarter generally representing the largest
quarter of ad spending.”
Source: 10-K, p.21
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Something Drastically Wrong
There is plenty of evidence to suggest the merger progressed much worse than what would have been expected based on
recent pre-merger results. Magnite’s Pro Forma operating cash flow declined -143% YTD 2019 vs 2020 and this assumes zero
cash burn contribution from Telaria in Q1 2020, a period that it did not disclose separate financials. However, historically
Telaria’s cash burn in Q1 is -$6.8m (its seasonally weakest quarter).

Pro Forma Pre-Merger 2019 (1)
Company

Telaria

$ in mm

(A)

(B)

Pro Forma (A+B) = (C)

Cash From Ops
Capex
Cash From Ops
Capex
Cash From Ops
Capex

Combined Magnite 2020

YoY
Growth
YTD
‘19 v ‘20

Q1

Q2

Q3

YTD

Q1 (2)

Q2

Q3

Adj.
(3)

YTD

($13.9)

$22.6

$5.5

$14.3

--

--

--

--

--

--

$0.1

$0.1

$0.0

$0.2

--

--

--

--

--

--

($3.5)

$9.0

$4.3

$9.8

($5.2)

--

--

--

--

--

$2.2

$4.2

$4.7

$11.1

$4.6

--

--

--

--

--

($17.3)

$31.6

$9.8

$24.1

($5.2)

($16.3)

($2.5)

+$13.6

($10.4)

-143%

$2.3

$4.3

$4.7

$11.3

$4.6

$3.5

$3.0

--

$11.1

-1.7%

Source: Company financials and Spruce Point Analysis
1) 2019 is pro forma historical for Rubicon Project + Telaria results
2) Q1 2020 Magnite Cash from Operations is Rubicon only, as Telaria’s is not disclosed. Though over the past 5yrs, Telaria on average generated a -$6.8m CFO loss in Q1 as it is
Telaria’s seasonally weakest quarter
3) We add back Magnite’s cash costs of restructuring ($4.1m) and professional service fees for the merger of ($9.5m). Magnite has claimed $20m of cost savings from the merger in the
first three quarters, which improved results
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Something Drastically Wrong (Cont’d)
Warning: When comparing Magnite’s 2020 results with The Trade Desk (TTD) and PubMatic (PUBM), we see further evidence
to suggest something abnormal happened to Magnite. In Q2, revenues were down 25%, more than double the rate TTD’s
decline and 6x PubMatic’s. Magnite’s YTD 2020 revenues are down -1% whereas peers revenues increased 16%.

YTD Comparison of Trade Desk, Magnite, and PubMatic

2019 (1)
Company

$ in mm

Q1

Q2

Q3

YTD

Q1 (1)

Q2

Q3

YTD
’19 v ‘20

$121.0

$159.9

$164.2

$445.1

$160.7

$139.4

$216.1

$516.2

--

--

--

--

+33%

-13%

+32%

+16%

$46.0

$56.1

$54.2

$156.3

$51.4

$42.3

$61.0

$154.7

--

--

--

--

+12%

-25%

+13%

-1%

Revenue

$23.6

$27.4

$28.5

$79.5

$28.4

$26.4

$37.8

$92.6

% growth

--

--

--

--

+20%

-4%

+33%

+16%

Revenue
% growth
Revenue
% growth

1)

2020

2019 through Q1 2020 is pro forma Telaria and Rubicon Project

Source: Company financials and Spruce Point Analysis
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New Risk Factor Language And Stricter
Covenants A Bearish Signal….
There is evidence to suggest that either Magnite is extending exceptionally long credit terms to buyers to enhance its
recent results, or is chasing new customers of lower credit quality. The recent Q3 2020 10-Q includes a new warning
statement about future strains on liquidity and buyers needing more time to pay. In addition, Spruce Point observes a
very unusual, and extremely bearish, changes made to its recent credit agreement with Silicon Valley Bank. The new
agreement includes CTV as a borrow and the definitions of the financial covenants have become more restrictive.
Notably, “Adjusted EBITDA” has been replaced with “Maximum Cash Burn”. In our opinion, if Magnite were on the cusp
of inflecting its cash flow positive, its lenders would not have required this condition.
Unique
New
Statement:
Q3 2020

“The economic health of our current and prospective buyers also impacts the collectability of our accounts
receivable. Although our liquidity has not been significantly affected by the effects of COVID-19 to date,
any downturn in economic conditions in the future may severely impact our liquidity as we may need
additional time to collect from buyers, which will impact our ability to pay sellers”

Financial
Covenants
Becoming
More Strict

Adjusted Quick Ratio = Cash / ( Current Liabilities Current Portion of Deferred Revenue )
Source: Amended SVB Agreement

Note: Cash Burn = Adj EBITDA – Capitalized Expenditures
Liquidity = Cash + AR – AP / Bank Obligations
Source: 2nd Amended SVB Agreement
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Customer Concentration Concerns
Warning: Starting in 2017, Rubicon said it sought to diversify its customer relationships, yet ever since its top two customers have grown as a
percentage of accounts receivable. In fact, post-merger with Telaria, its top two customers now account for a record 46% of receivables.

Rubicon
2017-2019

“The number of large media buyers and sellers in the market is finite, and it could be difficult for us to replace the losses from
any buyers or sellers whose relationships with us diminish or terminate. Because of these factors, we seek to expand and
diversify our client relationships.”

Top 2
2015: 24%
2016: 23%

“At December 31, 2016, two buyers accounted for 12% and 11%, respectively, of consolidated accounts receivable. At
December 31, 2015, two buyers accounted for 14% and 10%, respectively, of consolidated accounts receivable.”

Top 2
2017: 35%
2018: 34%

“At December 31, 2018, two buyers accounted for 21% and 13%, respectively, of consolidated accounts receivable. At
December 31, 2017, two buyers accounted for 20% and 15%, respectively, of accounts receivable.”

Top 2
2019: 40%

“At December 31, 2019, two buyers accounted for 23% and 17% respectively, of consolidated accounts receivable. At
December 31, 2018, two buyers accounted for 21% and 13%, respectively, of accounts receivable.”

Source

Source

Source

Merger With Telaria Increases Customer Concentration
Top 2
June
2020: 47%

“At June 30, 2020, two buyers accounted for 37% and 10%, respectively, of consolidated accounts receivable. At December 31,
2019, two buyers accounted for 23% and 17%, respectively, of consolidated accounts receivable.”

Top 2
Sept
2020: 46%

“At September 30, 2020, two buyers accounted for 37% and 9%, respectively, of consolidated accounts receivable. At
December 31, 2019, two buyers accounted for 23% and 17%, respectively, of consolidated accounts receivable.”

Source

Source
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Customer Concentration Concerns
(Cont’d)
Warning: In Spruce Point’s experience, rarely is it good news for small vendors when large corporate behemoths acquire smaller, more
entrepreneurial companies. In the case of Magnite, its customers XUMO, Pluto and Hulu have all come under control recently by larger
corporate parents. Naturally, Magnite’s CEO has tried to spin this as a positive. But consider that XUMO was acquired by Comcast in Feb 2020.
Comcast owns Magnite CTV competitor FreeWheel. What is the likelihood that Magnite loses XUMO as a customer?
Jan 2019

Jan 2019

Source

Feb 2020

Source

Source

Analyst
Kreyer
Q4 2019
Feb 26, 2020

“We've seen more consolidation in the space. I mean Pluto taken out last year and then, I guess, XUMO in the last day or 2
with some other rumors like to be out there. So just kind of wondering, as that consolidates, what is your take on that? And
in a post-merger world, what do you see as the opportunity as those providers consolidate?”

CEO
Response

“Yes. Great question. And I think that -- obviously, we'll let Telaria speak to their direct experiences. But I think it's, net-net, a
very positive for the whole industry, including our slice of it. It shows that it's only growing in appeal to media owners.”
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Magnite Customer Interview
In early January 2021, Spruce Point interviewed a Magnite customer with 14+ years of media industry experience that
does in the range of $10 - $20m of annual advertising spending with Magnite. The insights we gathered are not as
“bullish” as the promotional sell-side analysts would have you believe.
Spruce Point
Question

Response

Spruce Point
Question

Response

Spruce Point
Question

Response

Spruce Point
Question
Response

“There are those that suggest Magnite is where The Trade Desk was a year ago; Magnite will become the next Trade
Desk and be wildly profitable. What’s your view on that statement? Do you agree or disagree?”
“No, that’s an incredibly robust prediction. TTD has been doing it longer with deeper client ties.”

“What are the shortcomings of Magnite’s CTV offering?”
“Definitely, they are not as robust in analytics as say a ROKU. I need more analytics and insights into who is watching
the campaign, how often, etc. It’s a major shortcoming of CTV at the moment, as compared to say YouTube, for
example.”
“What are your biggest concerns at the moment with Magnite?”
“CTV is growing, and we’re having a hard time finding inventory at Magnite. That is a big challenge. When
inventory is tight it does make it more difficult for Magnite to make money. Magnite is definitely not making as
much as they were in Sept and October, they made a killing. CPMs are really high now, they are stressing us out as a
buyer. It makes my job more difficult. Maybe I could just switch over to YouTube.”
“What are your view’s on Magnite’s growth engines Demand Manger and Supply Path Optimization? Have you been
pitched these products?”
“Yeah.. Listen.. these are not big deals. If they are selling me or you that this is the growth engine of Magnite, they’d be
in a lot of trouble. It’s just a re-brand, it product that kind of already exists. The difference its done in a way I can prebid, and I don’t know why you would want this? I don’t think it makes a lot of sense.”

Note: Quotes paraphrased for brevity, but so not to lose meaning
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Magnite Customer Interview #2
In early January 2021, Spruce Point interviewed a Magnite customer with 20+ years of marketing industry experience, who
spent almost 10 years with a top global advertising agency. The customer oversees under $20m of annual advertising
spending with Magnite and shared insights.
Spruce Point
Question

Response

Spruce Point
Question

Response

Spruce Point
Question

Response

“What’s your view on Magnite’s current positioning in the marketplace of SSPs?”
“Freewheel is the most dominant in my opinion. I view Magnite as challenger, chases deals that are less favorable. Magnite
has to convince market they are not a “me too” product. They have to discount to get scale and adoption. Their take rate is
less than some.”
“There are those that suggest Magnite is where The Trade Desk was a year ago; Magnite will become the next Trade Desk
and be wildly profitable. What’s your view on that statement? Do you agree or disagree?”
“Philosophically, it doesn’t translate well with large agencies. Some of the smaller ones being squeezed, they might think it’s
an interesting approach. But they will not win over Fortune 500 brands. Number 2 , Trade Desk started as a sell slide
programmatic platform and moved into CTV. As a buyer you have a marketing console that spans everything. You can create
a campaign across many digital channels in a single environment; it makes life simpler. I can train staff to log-in to single
console. Telaria offers CTV, long-tailed, niche content. It would be difficult for Magnite to become TTD 2.0. Marketing is the
main thing you need to do to sell your technology to the marketplace. A really expensive and well trained team is necessary.
Trade Desk has gone all-in on that. Trade Desk has case studies it shares openly ex: P&G to show “you can’t go wrong if you
go with us”; also it has thought leadership in cookies and ID resolution because Google is moving away from sharing
cookies. Trade Desk is stepping in as arbitrator to identify cookies. It’s powerful and expensive to re-create it. This is where
there’d have to be tremendous investment. I’ve been not been impressed with Telaria’s sales force; they’re not well curated.”
“What’s the current state of CTV and your outlook. How is Magnite positioned?”
“Inventory is currently tight, they make less revenue flowing through there SSP currently. Post COVID there will be an
explosion of more connected TV content providers, not all of it good. On the ad-side, it will explode, but only half will be
good. I’m already starting to see fraudulent-type content. They will be able to police some of it, but some of it will clear and
be horrible content. Overall, I’d say they are “reasonably” positioned. A lot remains to be seen how the market evolves.

Note: Quotes paraphrased for brevity, but so not to lose meaning
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Magnite Customer Interview #3
In early January 2021, Spruce Point interviewed a Magnite customer with 20+ years of media planning industry experience.
The customer oversees between $15m - $20m of annual advertising spending with Magnite and shared his insights. The
customer had a unique take on Magnite’s growth quandary in CTV.
Spruce Point
Question

Response

“Do you use Magnite’s CTV platform. What are the pros and cons you see?”

“Through early August of last year, we could buy CTV cheaper on our own without Magnite, then we started
using Magnite’s platform for some spend. We had mostly a legacy relationship with Rubicon going back.
Transparency, cost and data would all have to be there for us to increase our use of Magnite for CTV. There’s no
way if I moved all of my CTV spend to them, could they deliver for me at the price we need. There’s simply not
enough inventory at the prices we need. Magnite is aggregating long tail CTV inventory – the niche content.
Will Magnite be able to get quality inventory? That needs to be debated. It may be tough for them. Let me
give you an example. Let’s say Lifetime has digital enabled content they are developing and allow Magnite to sell
it. Magnite’s fee probably can’t exceed 15%. As scale increases, volumes go up, and their 15% take rate will
certainly go down. To do more volume, they need more inventory. But, there may be a stage where Lifetime says,
hang on a second, we are paying such a large amount of fees, that maybe we should be doing this ourselves.
Why pay Magnite? I think that is the fundamental challenge of the model. They need scale, but scale could then
make customers think about leaving.”

Note: Quotes paraphrased for brevity, but so not to lose meaning
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Concerns With Management and
The Board

MGNI’s CEO Hid An SEC Inquiry About
Goodwill Accounting At His Prior Firm…
Spruce Point has serious trust concerns with CEO Barrett. Before joining Rubicon Project, he was the CEO of Millennial Media
(NYSE: MM). Under his leadership, management destroyed tremendous shareholder value, and didn’t disclose to investors for
nearly two months that it was under informal investigation by the SEC for goodwill impairment accounting treatment.

Source: Millennial Media Proxy, Sept 18, 2015

Jan 2014: Barrett
appointed CEO of MM
and to Board
July 7, 2015: SEC
inquiry into accounting

Source: LinkedIn

Source: Bloomberg

Sept 18, 2015: SEC
inquiry disclosed
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The CFO’s Unremarkable Track Record
The CFO’s recent track record of value creation is highly suspect. Since 2006, he’s been involved in numerous advertising platform
companies, none of which have succeeded. He even held a senior role as the CFO at Spot Runner, which WPP claimed in a lawsuit
was a “pump and dump” scheme. Mr. Day was not specifically named in the lawsuit.
Rubicon Project Pre-Merger Share Price

Our Advertising Automation Cloud is a
highly scalable software platform that
powers and optimizes a leading
marketplace for the real time trading of
digital advertising between buyers and
sellers
ReachLocal Share Price
ReachLocal Platform to create
advertising campaigns for SMBs to
target potential customers in their
geographic area, optimize those
campaigns in real time and track
tangible results
An automated web-based service, Spot
Runner allowed businesses to
inexpensively create and air
personalized ads in their local markets
through a self-service package of
commercial production, media planning
and ad placement without the
assistance of media buyers or
advertising agencies

Source: LinkedIn

Jan 2013: Needham “Top Idea 2013”
June 2016:
Gannett Acquires

Spot Runner Is Accused of Fraud By WPP (WSJ, April 2009)
• WPP, which invested $10 million in Spot Runner in 2006, alleges the
two founders "perpetuated a 'pump-and-dump' scheme in which
they aggressively promoted the company to new investors and
then sold [the] new investors large quantities of their own
secondary shares.“
• The insurers decided to settle the dispute on confidential terms
(source)
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And Now MGNI Is Adding A Key Risk
Factor In Its Filings….
In light of our belief that Telaria’s business continues to struggle post merger, and given the fact that Magnite is not providing its
financial performance as a separately reported business unit, we find it concerning that the Company added a risk factor about
changing the valuation of Telaria’s assets (including goodwill). We previously illustrated an unexplained elimination of nearly
$10m of assets from the valuation. Given the CEO’s history of concealing an SEC inquiry into goodwill accounting at his prior
public company, we believe investors should be on red alert!
New Risk Factor Added

“The purchase price allocation for any acquisition we complete, including our merger with Telaria, is generally not finalized until
one year after the closing of the acquisition, and any final adjustment to the valuation could have a material change on what is
reported as the fair value assigned to the assets and liabilities.
The final purchase price allocation for any acquisition we complete, including our merger with Telaria that was completed on
April 1, 2020, depends upon the finalization of asset and liability valuations, among other things. The valuation studies
necessary to estimate the fair values of acquired assets and assumed liabilities and the related allocation of purchase price
generally are not finalized until one year after the closing of the acquisition. Initially, we allocate the total estimated purchase
price to the acquired assets and assumed liabilities based on preliminary estimates of their fair values. The final determination of
these fair values is subsequently determined based upon the actual net tangible and intangible assets that existed on the closing
date of the acquisition. Any final adjustment could change the fair values assigned to the assets and liabilities, resulting in a
change to our consolidated financial statements, including a change to goodwill. Such change could be material.”

Source: Magnite Q3 2020 10-Q p. 45
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Who Is Overseeing The Accounting?
Spruce Point Observations
•
Magnite Chief Accounting Officer (CAO) Blima Tuller resigned on May 20, 2020. Her two recent companies foundered after her departure
•
The new CAO appears Ill-suited for the role: Her last accounting role was 7 years ago, and has held Human Resources roles recently
•
Telaria formerly had Material Weaknesses of Internal Controls Over Financial Reporting. These issues surrounded revenue recognition and
were identified in 2015, and remediated in 2016. Telaria continues to warn about complex accounting and risks of financial restatement
New CAO: Has Not Had An Accounting
Role In More Than 7 Years

Old CAO: Good Record of Resigning
Before Business Declines Further

Tuller Leaves, Company Plunged Into Bankruptcy,
Fraud Allegations Emerge A Year Later
“The Caspian Capital group sued to stop LBI's plans to
restructure its debt in an out-of-court deal with senior
lender HPS. That suit was dismissed. It filed another
complaint in New York court in August, accusing HPS,
LBI and its CEO and President, Lenard Liberman of
perpetrating a "deceptive scheme" to "defraud the
Plaintiffs of about $115 million," alleging they engaged
in financial fraud "designed to erase liabilities from LBI’s
balance sheet and transfer hundreds of millions of
dollars owed to Plaintiffs and other creditors of LBI to
funds managed or advised by HP“
Source

Tuller Leaves, Shares Fall 50%
Before Company Acquired

Source: LinkedIn

Source: LinkedIn
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Magnite’s Lead Independent Director
Robert J. Frankenberg was the initial Lead Director of Rubicon Project, serving on the Audit, Comp, and Nominating and Governance
committees.(1) For Magnite, he continues to serve as Lead Director, but just sits on the Compensation Committee. He was present at AOL as
an audit committee member during a period the SEC scrutinized its accounting. Furthermore, he was a Director at Daw Technologies, which
had an accounting scandal, restatement and delisting. Mr. Frankenberg has stopped disclosing his association with Daw since 2014.
AOL

Daw Technologies

Oct 1995 - 1998

Oct 1996 - 2002

Committees

Audit: 1996, 1997, 1998

Compensation

Discloses on
Biography

YES

NO: After the April 2014 prospectus, Mr. Frankenberg ceased
disclosing his role at Daw Technologies

Director

America Online, Inc. Pays $3.5 Million to Settle Financial
Reporting Violations

Company Scandal

• “In the cease-and-desist order, In the Matter of America
Online, Inc. [34-42781] the Commission found that AOL
violated the reporting and books and records provisions of
the federal securities laws in connection with its accounting
for certain advertising costs during fiscal years 1995 and
1996. During that period, AOL capitalized most of the costs
of acquiring new subscribers -- including the costs
associated with sending computer disks to potential
customers -- and reported those costs as an asset on its
balance sheet, instead of expensing them as incurred. AOL
reported profits for six of eight quarters in fiscal years 1995
and 1996, rather than the losses it would have reported had
the costs been expensed as incurred. The advertising costs
improperly capitalized by AOL reached approximately $385
million by September 30, 1996, when AOL wrote them off in
their entirety.”

1) Rubicon Project Proxy 2015 and 2020

Daw Technologies Financial and Accounting Scandal

•
•
•
•

Chairman and CEO Robert Daw ousted (source)
Auditor ousted (source)
Delisting notice (source)
“Based upon the company’s initial findings, management has concluded
that it is necessary to reconcile the accounts in question from 1999 to
present. This reconciliation will likely require a restatement of the
company’s previously issued financial statements for the years ended
December 31, 1999 and 2000 and quarterly periods in 1999, 2000 and
2001. Given the volume of data to be reviewed, management currently
believes the reconciliation of accounts and the restatement of relevant
financial statements is not likely to be completed until at least mid to late
December. Management does not believe that the company will be in a
position to file its quarterly report on Form 10-Q for the quarter ended
September 30 until at the reconciliation and restatement are completed.
Management expects that the reconciliation and restatement of financial
statements will adversely affect the financial results of the company for
1999 and 2000. Although the exact extent of the adjustments for 1999 and
2000 has not yet been determined, management believes it will be
material.”
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A Retail Bubble Stock While Insiders
Furiously Selling:
25% – 50% Downside Risk

We Believe Needham’s Model Is Wrong,
Allowing Sales Growth To Be Inflated
We believe Needham’s equity model is patently flawed because it fails to include Telaria’s Q1 2020 revenue of $15.1m. This result was reported by
Rubicon in its earnings press release. Thus, pro forma Q1 2020 Magnite revenues are $51.4m. The merger closed 4/1/20. Having an incorrect and
understated revenue base allows Needham to claim that Magnite’s revenue growth is substantially higher than reality.
Spruce Point estimates that Magnite’s true organic revenue growth in 2020E is a meager 1.7%.

Using Magnite’s Q4 revenue
projection of $73.5m
(Note: Company guidance was $72 $75m) and including Telaria’s
$15.1m of Q1 revenue, Magnite’s
2020E revenues should be $228.2m,
not $213.2m.

Needham incorrectly states that revenues
increased 36% y/y. This calculation uses
2019 Rubicon standalone sales of $156.4m
as a base. However, it should take the 2019
Pro Forma Telaria / Rubicon sales of
($156.4m + $68.0m = $224.4m).
Growth drops to a meager 1.7%

Source: Raising MGNI PT on CTV Upside, November 22, 2020

Needham incorrectly states 2021 revenue
growth will be 31%. Using the correct 2020
base of $228.2m, their estimated growth
should be 16%

45

Bull Market Valuation:
Compare Apples To Oranges
Spruce Point
Reality

In bull markets, stock promoters like to compare apples (Supply-Side Platforms) vs. oranges (Demand-Side
Platforms) to justify ridiculous price targets. For example, Needham thinks Magnite’s best valuation comp is
The Trade Desk (TTD) - a DSP. Secondarily, it believes streaming companies with recurring revenues and
millions of subscribers like ROKU and Netflix (NFLX) are somehow related to Magnite. Oddly enough,
Needham fails to acknowledge PubMatic (PUBM) as a valuation peer, despite its margins being more similar,
and directly competing with Magnite as an SSP. Perhaps, Needham’s failure to cite PUBM is because it has a
much lower valuation?

Needham’s
Fantasy
Valuation
Comps For
Magnite
Source: 2021 Top Pick: Magnite (MGNI), Needham, Dec 21, 2020

Magnite’s Financials Closer to PubMatic, Not Trade Desk

A DemandSide Platform,
It Doesn’t
Compete With
Magnite
Source: TradeDesk

Trade Desk
PubMatic
Magnite

Gross
76.9%
69.3%
69.9%

Margin
EBITDA
30.8%
28.4%
16.2%

FCF

12.9%
4.7%
-10.8%

2020E Sales EV / '20E
Growth
Sales
34.3%
21.0%
-1.7%

44.9x
9.9x
13.6x

A Supply –
Side Platform,
That Does
Compete With
Magnite
Source: PubMatic
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Needham’s Analyst Has A Dark History
Fraud Case Over AOL Advice Heads to Trial

Twitter

Yahoo!

StockTwits

Source: Finra

A trove of suspicious emails convinced a Boston federal judge to advance a
securities fraud class action alleging that Credit Suisse misled investors about
AOL-Time Warner’s financial health.
AOL investors who bought stock between 2001 and 2002 say they relied on
research reports from Credit Suisse First Boston when trading. “These faulty
recommendations, plaintiffs argue, were the products not of naïve optimism, or
an honest disagreement, but of calculated misdirection,” according to the court’s
summary.
The class filed suit against the bank, its subsidiary, two analysts and two
managers.
They claim the analysts knowingly issued bogus research reports with an
eye toward generating business for Credit Suisse’s investment banking division
In July 2002, The Washington Post published articles revealing that AOL
engaged in accounting gimmickry and was artificially inflating its numbers to
hide declining advertising revenues. Investors say these revelations confirmed
what Credit Suisse had known all along.
U.S. District Judge Nancy Gertner rejected motions for summary judgment
filed by each group of defendants.
“While in many securities cases, the parties rely on circumstantial evidence
to recreate what defendants must have known, plaintiffs have provided striking
direct evidence to buttress their claims,” Gertner said [italics in original].
Credit Suisse issued 35 research reports from January 2001 to July 2002
encouraging investors to purchase AOL stock, but contemporaneous emails
show that the analysts knew the company’s finances “to be far more precarious
than their reports reflected,” a 14-page ruling states.
Certain emails between Credit Suisse analysts show they knew AOL’s
earnings projections were misleading, Gertner found. The emails also
suggest that the bank negotiated with AOL about what information it
would release in its reports.
To avoid “pissing off the company,” one analyst, defendant Laura
Martin, wrote that she “would NOT lower numbers on AOL, even though
they can’t make them.”
Martin warned that AOL’s earnings projections were “not honest” and
explicitly referred to the company’s “accounting gimmickry.”
Source: Courthouse News, Sept 16, 2011
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Needham’s Analyst Promoting Magnite
Has A Dark History
Warning: AOL / Time Warner was a bull market merger, over-promoted by analysts, and mired in fraud. Legal documents show that Analyst
Martin played a role in promoting the story, and was willing to write glowing commentary on the company so not as to offend management.
Legal documents allege that Martin was aware AOL was engaging in accounting gimmickry, but kept quiet and was willing to publicly promote
management and an inflated share price.
Laura Martin:
“I am willing to
take anything
out of print that
offends you”
“You have 24
hours to make
any change you
want”
Laura Martin:
“AOL will not hit the
guidance…at least not
without accounting
gimmickry. I am willing to
hold on with them in public
but let’s not lie to
ourselves.”

Source: In re CREDIT SUISSE – AOL SECURITIES LITIGATION, US District Court of Massachusetts.
Note: Summary judgement was granted in favor of defendants on Jan 13, 2012

Source: SEC, March 2005
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TradeDesk vs. Magnite
Both Needham and management try to perpetuate a connection to The Trade Desk, but their financial performance
is diverging, not converging.
Magnite CEO
Needham Conf
May 19, 2020

Spruce Point
Reality

“But we think the combination of the 2 companies, plus our road map, plus our product strategy, will allow
us to break through the pack much like Trade Desk did, and put us in a position to be the dominant
independent scaled player on the SSP side.”
Given its resounding success and commanding 33x EV/NTM revenue valuation, Magnite’s CEO would like
investors to believe it will be the next Trade Desk (TTD). However, the financials speak differently. Our
analysis shows that TTD revenues and CFO are +16% and +169% YTD, respectively. Conversely, Magnite’s
revenues and Adjusted CFO are -1% and -127% YTD. While TTD is the golden goose, MGNI is a dog.

YTD Comparison of Trade Desk and Magnite

Q1

Q2

Q3

YTD

Q1 (2)

Q2

Q3

Adj (3)

YTD
(4)

YoY
Growth
YTD
‘19 v ‘20

$121.0

$159.9

$164.2

$445.1

$160.7

$139.4

$216.1

--

$516.2

+16%

Cash From Ops

$9.7

$11.1

$67.5

$88.3

$52.7

$96.3

$88.5

--

$237.5

+169%

Revenue

$46.0

$56.1

$54.2

$156.3

$51.4

$42.3

$61.0

--

$154.7

-1%

Cash From Ops

($5.2)

$30.8

$13.6

$39.1

($5.2)

($16.3)

($2.5)

+$13.6

($10.4)

-127%

2019 (1)
Company

$ in mm
Revenue

2020

Source: Company financials and Spruce Point Analysis
1) 2019 Magnite is pro forma for Rubicon Project + Telaria historical results
2) Q1 2020 Magnite Cash from Operations is Rubicon only, as Telaria’s is not separately disclosed. Though over the past 5yrs Telaria on average generated a -$6.8m CFO loss in Q1 as it
is Telaria’s seasonally weakest quarter
3) We add back Magnite’s cash costs of restructuring ($4.1m) and professional service fees for the merger of ($9.5m). Magnite has claimed $20m of cost savings from the merger
4) The election year political cycle added “low single digits” to growth in 2020. As a result, Magnite’s revenue would have been more sharply negative YTD 2020 vs. last year
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If Insiders Were Bullish On The Merger, Why
Weren’t They Buying Hand Over Fist?
Insiders have been relentless sellers of MGNI, at an average price of $8.85 per share. If insiders truly believed in the upside
potential of the merger, it is more likely they would have been buying stock cheap ahead of the recent price increase.
Executive

Role

Shares Sold

Price

David Day

CFO

355,524

$10.24

Adam Lee Soroca

Head of Global Buyer Team

339,577

$11.35

Blima Tuller

Fmr Chief Accounting Officer

168,758

$5.19

Michael Barrett

CEO

122,125

$7.19

Joseph R Pruz

Global Chief Revenue Officer

86,793

$5.26

Eve Filip

Fmr GC, Commercial & Pvcy

62,407

$5.26

Thomas Kershaw

Chief Technology Officer

55,567

$7.31

Aaron Saltz

General Counsel

35,218

$10.55

Shawna Hughes

Chief Accounting Officer

16,256

$11.06

1,242,225

$8.85

Average Sale Price:

Dec 21, 2020
Needham says MGNI is
a top 2021 Pick, Adds
To Conviction List,
Raises price to $30/sh
Dec 18, 2020
Susquehanna positive,
$30/sh target

Nov 9, 2020
Q3 beats, Q4
revenue guide
$72-$75m v
$67.5m expected

Aug 11, 2020
Q2 results better
than expected

Source: Bloomberg and Spruce Point analysis
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Poor Risk / Reward
We believe Magnite’s shares represent an incredibly poor risk / reward. The current sell-side consensus price is
$21.71 which is ~20% below the current price. Recent retail enthusiasm over Needham’s price target increase has
catapulted shares to a nosebleed valuation, and in our view, leave the stock price susceptible to future
disappointment.

Analyst

Recommendation

Current Price Target

Needham

Buy

$30.00

Susquehanna

Positive

$30.00

Craig Hallum

Buy

$25.00

Cannonball

Buy

$24.00

RBC

Buy

$16.00

Stephens

Overweight

$15.00

Truist Securities

Outperform

$12.00

Avg Target
% Downside (1)

$21.71
-20%

Source: Bloomberg
1) Downside based on $27.30 share price
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Questionable Multiple Expansion
Despite all of our concerns, and Magnite guiding to the lowest Q4 sales growth rate in the past three years, its
multiple has expanded wildly. The recent quarterly revenue beat came largely through a one-off benefit from the
election cycle. Once normalization of results become more evident, we believe Magnite could trade back in the
5x – 7x forward multiple range vs. 11x current.

EV / Next 12 Months EBITDA

EV / Next 12 Months Sales

Source: Bloomberg
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Expensive To Peers With No Added
Growth Or Demonstrated Cash Flow
Despite all of our concerns, including evidence that Magnite exaggerates its opportunities, and has failed to deliver on
any of its sustainable growth goals, and has financial control issues, Magnite’s share trade at a premium to its
technology service peers. We believe MGNI’s 2021E sales growth expectation of 23.9% is illusory, as it masks inorganic
contribution from an inaccurate 2020 apples-to-apples sales base. Yet, MGNI trades at a lofty 13.6x forward sales vs. 8.0x
peers. MGNI has also not demonstrated an ability to generate cash flow.
$ in mm, except per share figures

Name (Ticker)

Stock
Price
1/6/2021

Adj
Ent.
Value

2020E
Gross
Margin

2020E
FCF
Margin

2020E
EBITDA
Margin

Trade Desk (TTD)

$741.55

$36,254

76.9%

12.9%

30.8%

34.3%

29.4%

Digital Turbine (APPS)

$49.00

$4,694

43.7%

13.0%

23.6%

25.4%

LiveRamp (RAMP)

$75.40

$4,343

71.0%

1.1%

3.9%

21.6%

Cardlytics (CDLX)

$136.49

$3,629

34.2%

-3.2%

-4.8%

41.5%

43.8%

PROS Holdings (PRO)

$49.39

$2,074

60.9%

-25.6%

-12.7%

1.8%

15.0%

Sales Growth
'20E-'21E '21E-'22E

Enterprise Value
Sales
EBITDA
2021E 2022E
2020E 2021E

2020E

P/E
2021E

2022E

2020E

163x

170x

128x

146x

104x

77x

44.9x

33.4x

25.8x

30.7%

78x

58x

45x

71x

54x

41x

16.8x

13.4x

10.3x

22.7%

847x

217x

69x

260x

121x

51x

10.1x

8.3x

6.7x

NM

NM

268x

NM

316x

111x

20.1x

14.2x

9.9x

NM

NM

NM

NM

NM

NM

8.3x

8.1x

7.0x

2022E

TechTarget (TTGT)

$62.80

$1,777

74.9%

28.4%

33.7%

31.3%

32.2%

57x

46x

31x

36x

31x

21x

12.2x

9.3x

7.1x

PubMatic (PUBM)

$26.70

$1,390

69.3%

4.7%

28.4%

19.7%

19.9%

31x

69x

51x

35x

31x

24x

9.9x

8.3x

6.9x

Model N (MODN)

$34.90

$1,128

61.7%

10.4%

11.4%

11.6%

12.9%

110x

77x

63x

58x

42x

35x

6.6x

5.9x

5.2x

QuinnStreet (QNST)

$22.04

$1,112

12.3%

5.2%

8.5%

9.1%

13.4%

41x

33x

26x

25x

20x

16x

2.1x

1.9x

1.7x

Everquote (EVER)

$37.88

$997

93.8%

-4.4%

5.2%

21.6%

18.7%

NM

NM

93x

56x

37x

25x

2.9x

2.4x

2.0x

Criteo (CRTO)

$19.39

$873

49.9%

15.6%

28.7%

-2.6%

-0.4%

10x

12x

12x

4x

4x

4x

1.1x

1.1x

1.1x

Quotient (QUOT)

$9.74

$867

46.1%

1.2%

9.9%

15.6%

10.0%

NM

57x

89x

21x

13x

11x

2.0x

1.8x

1.6x

AcuityAds (AT CN)

$10.65

$561

51.4%

17.5%

13.5%

25.2%

14.2%

110x

61x

48x

51x

36x

28x

6.9x

5.5x

4.8x

Fluent (FLNT)

$5.30

$455

30.9%

NA

13.1%

9.6%

7.4%

21x

18x

15x

11x

10x

9x

1.5x

1.3x

1.2x

ChannelAdvisor (ECOM)

$16.30

$436

80.0%

16.8%

23.9%

5.0%

5.6%

17x

18x

15x

13x

12x

10x

3.1x

2.9x

2.8x

TrueCar (TRUE)

$4.52

$356

92.0%

7.4%

14.1%

-10.2%

9.4%

27x

NM

NM

9x

52x

21x

1.3x

1.4x

1.3x

Leaf Group (LEAF)

$4.76

$123

33.4%

-0.3%

0.9%

11.4%

5.1%

NM

NM

25x

66x

13x

7x

0.6x

0.5x

0.5x

Marchex (MCHX)

$2.18

$74

43.3%

NA

-11.7%

-43.3%

NA

NM

NM

NA

NM

NM

NA

0.8x

1.5x

NA

Synacor (SYNC)

$1.49

$61

47.7%

-3.6%

5.6%

5.0%

6.9%

NM

NM

NA

14x

6x

5x

0.8x

0.7x

0.7x
25.8x

Magnite (MGNI)

$27.27

Max

93.8%

28.4%

33.7%

41.5%

43.8%

847x

217x

268x

260x

316x

111x

44.9x

33.4x

Average

56.5%

5.7%

11.9%

12.3%

16.5%

126x

70x

65x

55x

53x

29x

8.0x

6.4x

5.4x

Min

12.3%

-25.6%

-12.7%

-43.3%

-0.4%

10x

12x

12x

4x

4x

4x

0.6x

0.5x

0.5x

69.9%

-10.8%

16.2%

23.9%

16.0%

NM

1,091x

101x

84x

55x

43x

13.6x

11.0x

9.4x

$2,953

Source: Company financials, Bloomberg consensus estimates
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Spruce Point Estimates 25% – 50% Downside
Analysts have wildly marked-up Magnite’s sales expectations largely on the back of one quarter and promotion from an
analyst with a checkered past. Yet, Magnite still has not proven its merger has paid off in a sustainable fashion while it
bleeds cash. We believe its multiple will compress once the market realizes its true organic growth is trending towards
low single digits.
$ in millions, except per share amounts

Valuation

Multiple of Sales
CY 2021E Revenue
% growth
Enterprise Value
Plus: Cash and Equivalents
Less: Operating Leases
Equity Value
Diluted Shares
Price Target
% Downside

Low Price

6.5x
$255
12%
$1,659.8
$103.8
($45.4)
$1,718.2
116.5
$14.75/sh
-46%

High Price

Note

8.5x
$267
17%
$2,267.5
$103.8
($45.4)
$2,326.9
116.5
$19.96/sh
-27%

Street 2021E Consensus revenues have been
marked up too high and too fast based on
excessive enthusiasm that the Rubicon/Telaria
merger is a raging success and inflecting
toward sustained improvement. In reality, we
believe there are core problems being
concealed with inadequate financial reporting
and reduced disclosures necessary to properly
evaluate management’s claims. We believe
“growth” opportunities such as Demand
Manager will continue to disappoint despite
management’s best efforts to puff them up.
CTV inventory challenges will prohibit it from
growing fast enough to compensate for lost
revenues in other areas of the business.
Magnite’s multiple will compress as its low
single digit organic revenue growth becomes
more transparent

Note: Downside Based on $27.30
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