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Rating Placed On CreditWatch With
Implications on Undertone Acquisition

Developing

Summary
 On December 1, 2015, Perion Network Ltd. (“Perion”) announced the acquisition of the U.S.-based digital advertising
company Undertone for $180 million in total enterprise value. Undertone provides advertising solutions for mobile and
desktop devices.
 Perion is expected to finance the acquisition, about $130 million, from its internal sources and through debt. Perion will
also assume Undertone’s $50 million long-term debt.
 Based on preliminary information published by Perion, we believe the acquisition may, on the one hand, lead to a
deviation from the coverage ratio we consider commensurate with the current rating (an adjusted debt to EBITDA ratio
of up to 1.5x), and, on the other hand, improve Perion’s business risk profile.
 The extent of the acquisition’s effect on Perion’s credit rating is as yet uncertain, due to insufficient information
regarding the nature of Undertone’s operations, its past and expected operating results and the expected synergy
between both companies.
 We are placing our ‘ilA-‘ rating on Perion Network Ltd., operating in the fields of online advertising, program
development and marketing and advanced services for email developers, distributors and users, on CreditWatch with
developing implications.
 We intend to resolve the CreditWatch within ninety days, having gathered additional information on the acquired
company and examined all implications of the acquisition on the rating.

Rating Action
On December 3, 2015, Standard & Poor’s placed its ‘ilA-‘ rating on Perion Network Ltd., operating in the fields of online
advertising, program development and marketing and advanced services for email developers, distributors and users, on
CreditWatch with developing implications.

Rationale
On December 1, 2015, Perion Network Ltd. (“Perion”) announced the acquisition of the U.S.-based digital advertising
company Undertone for $180 million in total enterprise value. Undertone provides advertising solutions for mobile and
desktop devices. We believe this to be a material acquisition that could affect Perion’s credit rating. Perion is expected to
finance the acquisition, about $130 million, from its internal sources and through debt. Perion will also assume
Undertone’s $50 million long-term debt.
Based on preliminary information made public by Perion regarding Undertone and the acquisition outline, we believe
Perion may deviate from the debt coverage we consider commensurate with the current rating, namely, an adjusted debt
to EBITDA of up to 1.5x. On the other hand, our preliminary assessment indicates that the acquisition will improve
Perion’s business risk profile via an increase in revenue base and a decrease in the company’s dependency on the
www.maalot.co.il

December 3, 2015 | 2

Perion Network Ltd.

volatile search sector. However, the extent of the acquisition’s effect on Perion’s credit rating is as yet uncertain, due to
insufficient information regarding the nature of Undertone’s operations, its past and expected operating results and the
expected synergy between both companies.

Credit Watch
We intend to resolve the CreditWatch within ninety days, having gathered additional information on the acquired
company. We may lower the rating if, after re-examining Perion’s business risk profile, we estimate that the expected
coverage ratios are not commensurate with the current rating. A rating affirmation or a positive rating action is subject to
Perion’s maintaining coverage ratios commensurate with the current rating while implementing a supportive financial
policy.
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Standard & Poor's Maalot ratings are based on information received from the Company and from other sources that Standard & Poor's
Maalot believes to be reliable. Standard & Poor's Maalot does not audit the information it receives nor does it verify the correctness or
completeness of such information.
It is hereby clarified that Standard & Poor's Maalot rating does not reflect risks relating to and/or arising from breaches, through intent or
oversight, of any of the obligations included in the bond documents and/or the incorrectness or inaccuracy of any of the representations
contained in the documents relating to the bond offering that is the subject of this rating, Standard & Poor's Maalot report or the facts
that form the basis for the opinions expressed to Standard & Poor's Maalot as a condition for the giving of the rating, fraudulent or
dishonest acts of commission or omission, or any other act that contravenes the law.
The ratings could be revised as a result of changes to the information received or for other reasons. The rating should not be perceived
as expressing any opinion concerning the price of the securities on the primary or secondary market. The rating should not be
perceived as expressing any opinion concerning the advisability of buying, selling or holding any security.
© Standard & Poor's Maalot reserves all rights. This summary is not to be copied, photographed, distributed or used for any
commercial purpose without Standard & Poor's Maalot consent, except to provide a copy of the whole report (with an acknowledgement
of its source) to potential investors in the bonds that are the subject of this rating report for the purpose of their reaching a decision
concerning the acquisition of the aforesaid bonds.
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