M&A Virtual Data Room Cost:
Avoiding “Invoice Shock”

When it comes to budgeting expenses, nobody likes surprises. This is
especially true for virtual data rooms in an M&A market where deals are

taking longer to close, buyers are conducting more thorough due diligence,

and target companies have mountains of digital records.

SRSACQUIOM

Final VDR Costs often Exceed Estimates—by a Lot

Because of such volatile market conditions, variable pricing for
VDRs often results in final invoice amounts that dramatically

exceed initial estimates.

The current leading virtual data room providers generally use
a complex “per-page, per-gigabyte, time-based, user-based,
etc.” pricing model. When this is compounded by the fact that
modern companies have a plethora of data-heavy image, audio,
and video files, it makes estimating the total virtual data room

cost almost impossible.

Making this even more confusing, it seems there is often a
substantial disconnect between the estimated cost and the
actual cost of the virtual data room. In speaking with deal parties
and M&A advisors who help their sell-side clients prepare for an
exit that includes setting up their data room, the range for initial
fee quotes for virtual data room services are often $3,000 to
$7,000. Based on an informal survey of professional deal parties,
we found that the actual total cost of the virtual data room for
nearly all transactions included in such a survey was many times

(sometimes up to 10x) those amounts.

3,800 M&A DEALS ON WHICH SRS ACQUIOM SERVED
AS PAYING AGENT

10X

INCREASE
Actual
VDR expense:
$30,000 —
$50,000
Original
VDR estimates:

$3,000 - $5,000

Original Estimates Final Invoice

¢C There is often a substantial
disconnect between the
estimated cost and the actual

cost of the virtual data room.”
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What the Data Shows

In a review of the 3.800+ M&A deals for which 3,800 M&A DEALS ON WHICH SRS ACQUIOM SERVED AS PAYING AGENT

SRS Acquiom served as the paying agent, we found

that more than 15% had payments to virtual data room

providers at closing (which may or may not be the

. 15% of M&A deals:
VDR expense = $50,000

entire cost of the virtual data room for that deal) that

exceeded $50,000 and in some cases reached )
For some deals:

VDR expense = $1M

six figures.

Do Diligence on Your Due Diligence Tools

Deal parties should consider VDRs with more VIRTUAL DATA ROOM VARIABLES

transparent fee structures, such as flat fees without

h i if th t th
upcharges, especially if they are unsure about the 1 Perpage fee quotes (may be 2x or more)

amount of data, number of users, or length of time for

due diligence on their next deal. 2 Rateincreases based on data usage or users

At the very least, it is important to know when setting 3 Monthly fees

expectations with clients and budgeting for transaction

expenses that virtual data room per-page fee quotes 4 VDR Duration (may add cost for longer cycles)

may be an underestimation of the true and final virtual
data room cost by a factor of two or more. 5  Absorbing VDR Costs from no sale

¢¢ When setting expectations with clients and budgeting for
transaction expenses that virtual data room per-page fee quotes may

be an underestimation of the true and final virtual data room cost.”

With any virtual data room, clients have come to expect efficient functionality, secure storage, and consistent service

levels. It is time to add transparent and certain pricing to the list of requirements.
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