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1.0 Introduction 

 PAR Technology is a provider of technical, systems and service solutions via two main business 

segments: hospitality & government. The hospitality business services restaurants, grocery stores and 

specialty retail outlets. Within the hospitality segment, PAR provides third party hardware such as printers 

and kitchen, but the future growth is expected to come from PAR’s growing SaaS business. The SaaS 

business consists of two types of software: Brink and SureCheck. Both service the restaurant and retail 

space, respectively. Brink is an integrated open-ended point of sales software; SureCheck is a food 

safety product, which collects produce data for food retailers. Lastly, the government business primarily 

services the US government. PAR presents a significant upside potential for LSIF as outlined in the thesis 

below. 

1.1 Investment Thesis 

 PAR technologies is undergoing a fundamental shift to become a SaaS firm (See Exhibits 1-3 in 

Appendix). Through generating SaaS revenue, PAR will be able to generate recurring revenues in 

comparison to its current cyclical hardware revenues. Majority of the sales in the model will be driven by 

PAR’s Brink and SureCheck platforms, based primarily around guidance provided by PAR’s management 

team. The following three elements drive my investment thesis: 

1. PAR has a portfolio of industry leading and innovative software offerings: Brink and SureCheck. 

PAR’s existing relationships with major clients can be leveraged to increase adoption of these 

products. PAR has grown Brink from 500 stores at the end of 2014 to ~2,500 by the end of 2016. 

Considering that Brink is still ramping up its growth, Brink should be able to increase its store 

counts by 90-100% per year. PAR is also in deep conversations with several large clients (750-

1,000 stores) for SureCheck and expects to announce a few new clients in the coming months, 

which should ramp up growth for SureCheck going forward.  

2. PAR plans to divest their non-core government business. This will allow management to focus on 

their SaaS business in the hospitality industry. PAR’s margin profile should see significant 

improvement over time because of this.  
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3. PAR Technology is currently repositioning itself to increase its Software as a Service (SaaS) 

business, while maintaining their existing hardware sales. Despite this, PAR is valued by the 

market like a hardware business. Thus, as the market shifts to value PAR as a SaaS company, 

significant shareholder value will be unlocked. 

1.2 Road Map  

 This report begins with an overview of PARs business and main operations. This section will go 

into detail about their software portfolio and non-core government business. Next, the report will discuss 

the industry that PAR operates in and the relationships PAR has created with major industry clients. The 

report will then follow into the forecasts for Brink and SureCheck. There on, the report will go into detail 

about providing the reader an understanding of the discounted cash flow analysis for PAR. Towards the 

end, an alternative method of valuation, a sum of the parts analysis will be provided, which will 

incorporate elements of the second thesis statement regarding the sale of the government business. 

Finally, the report will conclude with a relative valuation section and a conclusion. 

2.0 Business Overview 

 Par Technology provides technical, systems and service solutions to the hospitality & government 

industry. Within these industries, PAR generates revenues through three segments: products, services 

and contracts. The products and services segments generate revenue within the hospitality industry, 

while the contract revenues are generated within the government industry. Figure 1 below demonstrates 

the historical revenue breakdown. It is important to note that the 2014 revenue figures are adjusted for a 

business sale which occurred in 2015. Figure 2 below provides a hierarchical breakdown of revenue for 

PAR Technology.  

This section of the report provides detailed overviews of the segments used to model PAR’s sales 

forecast. The emphasis of this section is on the software segment which includes Brink and SureCheck 

as they are the key drivers of the forecast. 
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Figure – 1 – Revenue Breakdown by Segments 

                            

Figure – 2 – PAR Technology Hierarchical Revenue  
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2.1 Products 

Revenue generated in the product segment is a combination of the hardware revenue and non-

recurring software revenue. This segment specifically generates revenue through hardware sales in the 

hospitality segment. PAR has products in 75,000 stores worldwide with McDonalds and Yum Brands 

being customers for over 30 years and collectively representing 29% of the 2015 total revenue.   

2.1.2 Hardware Products 

The hardware business includes products such POS (“Point of Sale”) terminal hardware and 

third-party hardware such as printers and kitchen monitors. The hardware sales include the actual 

hardware that is sold alongside the related software as a non-recurring revenue stream. This is 

demonstrated further in the forecasting section of the report, where the attached hardware revenue is 

forecasted for both Brink and SureCheck.  

2.1.3 Software Products 

As mentioned in the thesis in section 1.1, the software business is the real driver of value for 

PAR. As mentioned above, only the non-recurring software revenues are reflected in the product 

segment. PAR generates this non-recurring product revenue by charging a onetime end user software 

license fee upon purchase of the software. It is important to note that these software offerings do 

generate recurring revenue, but that this is reflected in the services segment discussed later. The 

software offerings are split to serve two separate verticals: restaurant clients, which consist of fast casual 

and quick service restaurants (QSR); and the retail clients. 

2.1.3.1 Brink Software 

 PAR services their fast casual clients with the “Brink” software. Brink is designed specifically for 

the cloud and provides POS services, loyalty programs, online ordering and many more innovative 

services. The clients Brink’s serves are typically franchise corporations who give their franchisees a 

selection of a few software programs to choose from. Brink’s goal is to be one of these programs. PAR’s 

advantage is that it already has the relationships with these corporations. This relationship was developed 

through their hardware products and provides an easy entry point for the software. Initially when PAR 
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acquired Brink for $17M, it had 500 stores on the platform. Since then, they have grown from 500 stores 

in 2014 to 1,200 at the end of 2015. According to the VP of Investor Relations at PAR, they seem well on 

their way for ~2,500 stores by the end of 2016.1 A lot of this growth is projected to come from new chains 

and from existing partners adopting the software. Management has expressly stated that they are in 

discussions with large customers, some of which are testing the software. These “large” customers are 

the ones we see in PAR’s hardware business that have 5,000-10,000 stores each. 

A key driver of the revenue forecast in Section 4.1 for Brink is the one-time hardware fee 

associated with the software purchase. The fee Brink charges is equivalent to 2.0 times the annual 

software recurring revenue.1 For instance, if a client pays $2 million annually for the software, they will 

also incur a one-time hardware fee of $4 million. This fact is further used in an equation shown in the 

revenue forecast in section 4.1 of the report.  

Brink provides an integrated POS software platform to its end users. The platform offers the 

standard POS services as well as loyalty, pay-at-table services and mobile ordering services amongst 

others. A competitive advantage that Brink possesses is the scalability of its platform which makes it a 

success with large franchises. Similar platforms would include Task Retail, Toast POL and Revel 

Systems, all offered by smaller venture cap backed firms. Brink is differentiated from competing products 

because it was designed to be the “enterprise solution” at inception. Brink is built on Microsoft Stack 

which enables it to be an open ended software, meaning that customers can make adjustments to the 

features available on Brink. An example would be if a client would like to add an existing accounting 

software that they use to Brinks platform, they would be able to do so on Microsoft Stack. Many 

competitors of Brink face this challenge of open integration and thus struggle to scale their product past 

the 50 store threshold.1    

2.1.3.2 Legacy Software 

For QSR clients, PAR provides the on premise legacy software that is attached to their POS and 

third-party hardware. PAR’s main offering is the pixel license software and the pixel maintenance 

software. Similar to Brink, PAR charges a onetime licensing fee upon purchase of pixel. It is important to 

                                                           
1 Byrnes, Christopher. "PAR Technology Information." 20 Feb. 2017. E-mail. 
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note that PAR is no longer seeing significant growth from this software offering. Further, some of their 

QSR clients are transitioning to use the new Brink software. 

2.1.3.3 SureCheck Software 

PAR services their retail clients with the “SureCheck” software.  SureCheck is a food safety 

product, primarily for grocers. The software sends various food data stats (temperature, timestamp, 

documents of cleaning etc.) into a cloud-based database. Wal-Mart is PAR’s biggest customer, and 

SureCheck is in most Wal-Mart’s across North America. The software is useful to clients due to regulatory 

guidelines requiring grocers who sell prepared foods to keep records for 2 years.  

Much like, the previous two software’s mentioned above, there is a one-time license fee attached 

to the purchase of this product. The one-time hardware fee associated with SureCheck is equivalent to 

$1,500 per device sold.2 For instance, if a retail client purchased 5 devices, they would pay a one-time fee 

of $7,500 ($1,500 x 5). This is further used in an equation in the revenue forecast in section 4.1 of the 

report.   

Originally, SureCheck had no real competitors except for traditional manual logs (pen and paper). 

This has changed, as there are companies such as Digi International trying to develop competing 

software products (SmartTemps). Regardless, SureCheck has a strong customer reference list including 

Walmart and Wegmans which should ensure dominance and first movers advantage for PAR. 

2.2 Services 

 The services segment of the business generates revenue through maintenance and service fees 

as well as fees for installation and training. 

PAR offers a wide range of maintenance and support services as part of its total solution for the 

hospitality segment. In North America, it provides comprehensive maintenance and installation for its 

software and hardware products (including third-party products). They operate a round-the-clock, central 

telephone customer support and diagnostics center in Boulder, Colorado that enhances their ability to 

service their customers. PAR also has direct service capabilities in Australia, South East Asia and China. 

                                                           
2 Byrnes, Christopher. "PAR Technology Information." 20 Feb. 2017. E-mail. 
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PAR’s service organization enables PAR to compile in-depth information needed to identify 

trends and opportunities. If an issue arises with PAR’s products, PAR’s customer service management 

software allows a service technician to diagnose the problem remotely, thereby reducing in many cases 

the requirement for an on-site service call. 

2.2.1 Maintenance and Service Fees 

 The fees generated in this segment make up the “recurring-revenue” portion seen on the software 

sold in the product segment. This is a sticky revenue stream with high margin potential for PAR.  

Maintenance fees are generated through the legacy software on an annual basis. The service fees are 

driven through the SaaS component which includes Brink software and SureCheck. Brink’s fees amount 

to $150 on a monthly basis per store. Similarly, SureCheck’s fees amount to $50 per device on a monthly 

basis. These service fees for Brink and SureCheck are utilized in the revenue forecast in section 4.1 of 

the report. As mentioned in the investment thesis, the service fees for Brink and SureCheck are the main 

drivers of value for PAR.  

2.2.2 Installation and Training Fees 

 PAR offers installation and training along with the purchase of a PAR software or hardware 

product. Any fees generated in this method are included in service revenue. This includes software 

configuration, installation, training and integration services as well as on site application training. 

2.3 Contracts 

The government outsources labour to involving the management of certain military facilities 

(primarily telecommunication services) and software development work to PAR. PAR’s clients in this 

business include the US Army, Department of Defense, Air Force and Marines. The software 

development work the government outsources to PAR is a higher value-add which as a result generates 

higher margin revenue. This business generates long-term contract based revenue for PAR. This 

segment represents ~38% of PAR’s revenue but has minimal potential for extensive growth. 

As outlined in the investment thesis, PAR intends to sell this business within the next 12-18 

months. The investor relations team has explicitly stated that PAR expects to receive $35-$40M for this 
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business in the event of a sale. It is important to note that due to the speculative nature of this sale, it was 

not forecasted into the model for any of the cases.  

2.4 PAR Technology Margins 

 

 PAR does not provide hard data on the margins for individual businesses such as SureCheck and 

Brink. However, they do mention that the margins are significantly better in the SaaS businesses than the 

rest of PAR’s operations. As a result, since much of the forecasted revenue is driven through Brink and 

SureCheck, the margins are adjusted to reflect this.   

Furthermore, it is expected as the SaaS portion of PAR’s business expands, the margins will 

converge to the typical margins in SaaS businesses. Although this convergence was not built into the 

model, below are a few tables showcasing what PAR’s margin profile could potentially look like in a few 

years down the road.  

Figure – 3 – Latest EBITDA Margins 

 

Figure – 4 – Latest COGS as a % of Sales 

 

 

 

Competitor EBITDA Margin Analysis Store Adoptions - Brink Software

Constellation Software 25%

Enghouse Systems 28%

Sylogist 38%

SalesForce 13%

Average 26%

PAR Technology 3%

Competitor COGS as % of Sales Analysis

Enghouse Systems 32%

Sylogist 34%

SalesForce 25%

Average 30%

PAR Technology 80%
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2.5 Management Overview 

  Karen E. Sammon became the CEO of PAR Technology in January 1, 2016. She is also a board 

member and President of PAR Technology. Prior to becoming CEO, she was the Corporate Counsel, 

Chief Marketing Officer and President of PAR’s software organization. During her tenure as President of 

PAR, Ms. Sammon spearheaded the efforts to increase software and recurring revenues. She owns 

4.26% of PAR outstanding shares, while her father (Founder) owns 29.55% of PAR’s outstanding shares. 

 Bryan Menar became CFO of PAR Technology in January 2017. Prior to joining PAR, he served 

as a VP for Chobani LLC. He has also previously held senior finance roles at Goldman Sachs and holds 

an MBA from The Stern Business School at New York University. 

 Chris Byrnes is the VP of Business and Investor Relations. He has been a member of PAR since 

1996. It is important to note, that he was the main intermediary for information used from PAR for the 

purposes of this report.  

 Executive incentive compensation is 70% based on EBITDA achievements within the hospitality 

segment and 30% on profit before tax achievements of the government segment.  

2.6 Key Takeaways from Business Overview 

 This section discussed an overview of the revenue and margin drivers for PAR Technology, 

which will be utilized in the model. These key drivers are the SaaS revenue and non-recurring hardware 

revenues that are driven through the adoption of Brink and SureCheck. The management at PAR is also 

well aligned since the CEO and her father own ~34% of the shares outstanding. Along with that PAR is 

incentivized to drive EBITDA expansion and has stated that they do not plan on acquiring EBITDA. 

3.0 Industry Overview 

 This section of the report will discuss the two industries that PAR competes in: the hospitality 

business industry, and the government business industry. PAR maintains a strong control within the 

hospitality segment, and as mentioned in the thesis has been able to build key relationships. As a result 

of the key relationships in the industry with brands such as McDonalds, as well as the trend of technology 
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improvement within the industry, PAR should be able to roll out its new SaaS businesses. In terms of 

SureCheck specifically, the tightening in food regulations should drive the demand for the product. The 

government industry is quite competitive with larger players, however PAR currently maintains a good 

position within its niche of intel solutions and mission systems. As mentioned in section 2.3, PAR intends 

to divest this business in the near term. 

3.1 Hospitality Business Industry 

The market in which PAR operates its hospitality segment is competitive due to being comprised 

of large established traditional corporations such as Oracle, NCR and Panasonic. 

In the restaurant market, PAR’s competitive advantage comes from their ability to provide a fully 

integrated technology solution offering. This includes cloud based software, purpose-built hardware, 

advanced development capabilities, product reliability, a direct sales force organization, support and quick 

service response.  

It is important to note that PAR maintains a strong foothold in the market and is considered to be 

an industry leader amongst its clients. PAR also has a competitive advantage as many of the large 

traditional corporations lack the strong software portfolio PAR’s clients look for. Most of PAR’s significant 

customers have approved several suppliers offering some form of sophisticated hospitality technology 

system similar to that of PAR. However as explained in section 2.1 of the report, none of the suppliers’ 

offerings match PAR on its new software such as Brink and SureCheck, making PAR a desired supplier 

for this industry. This is why PAR has managed to build and maintain strong relationships with the 3 

largest organizations in the industry: McDonalds, YUM Brands, and SUBWAY Franchisees of Doctor’s 

Associates.  

 Along with PAR’s competitive advantages in the industry, there is also industry trends which 

should be beneficial to PAR’s business and growth of its Brink platform. The fast food industry in the US 

is expected to grow at 1.8% annually till 2021.3 This data point is utilized in the revenue forecast section 

                                                           
3 Alvarez, Andrew. IBIS World - Fast Food Restaurants in the US. Rep. N.p.: n.p., n.d. IBIS World. Web. 

25 Feb. 2017. 
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in 4.1. Furthermore, as demonstrated by the chart below, 73% of restaurants in North America are 

expecting to upgrade their in-store technology in 2017.5 This investment in technology is driven through 

competitive pressures and cost efficiencies.4  

Figure – 5 – Restaurant Technology Improvement5 

 

 A positive industry trend for SureCheck is the tightening in food regulations in the US, particularly 

the Food Safety Modernization Act. As a result of this act signed in 2011, food retailers are required to 

keep track of important measures and data points for produce. As explained in section 2.0, currently 

SureCheck’s competitors are mainly comprised of paper and pen logs. As this restriction gets tighter, it 

will be more efficient for retailers to have a software keep track of this data, which is why SureCheck 

could experience a ramp up in growth in the near future. 

3.2 Government Software Industry 

Within the government industry long-term revenue contracts are obtained principally through 

competitive proposals in response to solicitations from government organizations and prime contractors. 

In addition, PAR sometimes obtains contracts by submitting unsolicited proposals. Although PAR believes 

                                                           
4 Alvarez, Andrew. IBIS World - Fast Food Restaurants in the US. Rep. N.p.: n.p., n.d. IBIS World. Web. 

25 Feb. 2017. 
5 PAR Technology. PAR Investor Deck. N.p.: PAR Technology, n.d. PAR Technology. Web. 25 Feb. 
2017. 
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it is well positioned in its business areas, competition for government contracts is intense. Many of PAR’s 

competitors are major corporations, or subsidiaries thereof, that are significantly larger and have 

substantially greater financial resources. Larger competitors would include Booz Allen and Mantech 

International. PAR also competes with many smaller, economically disadvantaged companies, many of 

which are designated by the government for preferential “set aside” treatment, that target particular 

segments of the government contract market. 

PAR is a leader in the niche that it serves: which includes Intel solutions and mission systems. As 

a result of this leadership position in the niche, PAR could attract potential interest from prospective 

buyers. As mentioned in section 2.3 of the report, PAR is looking at strategic alternatives for this 

segment, and intends to divest this business within the next 12-18 months. Furthermore, PAR expects to 

receive ~$35-$40M in the event of a sale for the business.6  

3.3 Key Takeaways from Industry Overview 

This section discussed an overview of PAR’s position within both industries. Currently, PAR is a 

recognized player in the hospitality industry while targeting a small niche within the government industry. 

As a result of PAR’s ties with companies such as McDonalds and the expected investment in technology 

by fast food restaurants, PAR should be able to take advantages of these relationships to roll out its new 

software offering (Brink). SureCheck should also see a rise in customers as a result of the importance for 

food data to meet regulation requirements for food retailers. The government segment possesses a 

competitive landscape with limited avenues for growth. As a result of this the company intends to 

maintain its current government business while actively seeking strategic alternatives such as a sale of 

the business.  

                                                           
6 Byrnes, Christopher. "PAR Technology Information." 20 Feb. 2017. E-mail. 



15 | P a g e                                                                 

4.0 Base Case Forecasts 

 As mentioned in the thesis in section 1.1, the main growth prospects come from the software 

segments of PAR. As a result of this, the forecasts are mainly focused on Brink and SureCheck while 

maintaining stagnant growth across the remaining business segments.  

This section provides detailed explanation regarding the sales forecasts, cost of sales and 

balance sheet items. Finally, there is detail provided on the forecast period discount rate, terminal period 

discount rate and the terminal growth rate. 

4.1 Sales Forecasts 

 The sales forecast is split into the three different segments that PAR operates in: the products 

segment, the services segment and the government segment. The products and service segments are 

further broken down to illustrate the revenue generated through Brink and SureCheck over the forecast 

period. 

4.1.1 Products Segment  

As discussed in section 2.1 of the report, the products segment includes revenues from the third 

party hardware sales and nonrecurring hardware revenues which are attached to the related SaaS sales. 

As mentioned in the section 2.1 of the report, the drivers behind this segment are the hardware sales 

attached to the sales of Brink and SureCheck software. The remainder of the product segment which 

includes third party hardware and legacy software hardware was maintained at zero growth rate for the 

entire forecast period.  

It is important to understand the calculations behind the forecasts. Therefore, provided below are 

the two sets of equations used to derive product revenue for both SureCheck and Brink.  

For Brink, the formula used to calculate the hardware product sales is as follows:7 

 

                                                           
7 This equation is explained in section 2.1.3.1 

Added Product Revenue = 2.0 X Added Brink SaaS Revenue 
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For SureCheck, the formula used to calculate the hardware product sales is as follows:8 

 

 As shown in the tables below, PAR expects to have 10,000 stores under the Brink software by 

2018, up from the current 1,600 stores in 2015. Under the base case forecast it is assumed that PAR is 

able to obtain 8,850 stores by 2018 and an additional 6,000 by 2020. Using this assumption and the 

above equation for Brink, the related product revenue was forecasted.  

 PAR’s investor relations team has mentioned that they are in deep conversations with large 

clients for SureCheck. PAR describes the size of these clients to be ranging from 750-1,000 stores. 

However, given the recent roll backs on regulations by the new Trump Administration, it is tough to 

predict any further enforcement of this Food Safety Modernization Act in the US. As a result of the roll 

back in regulations, the base case forecast assumes 400 new stores every year till 2019 and 200 new 

stores in 2020. Using these assumptions and the above equation for SureCheck, the related product 

revenue was computed. This assumption is also shown in the table below. 

Figure – 6 – Brink Store Adoption 

 

Figure – 7 – SureCheck Store Adoption 

 

                                                           
8 This equation is explained in section 2.1.3.3 

Store Adoptions - Brink Software

2016E 2017E 2018E 2019E 2020E

Model Base Case Forecast 950 1,800 4,500 4,500 1,500

Total Stores by Base Case Forecast 2,550 4,350 8,850 13,350 14,850

Management Guidance 1,000 2,400 5,000 n/a n/a

Total Stores by Management Expectations 2,600 5,000 10,000 n/a n/a

Store Adoptions - SureCheck Software

2016E 2017E 2018E 2019E 2020E

Model Base Case Forecast 400 400 400 400 200

Management Guidance 750 750 750 750 750

Added Product Revenue = $1500 X Number of Added Devices 
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4.1.2 Services Segment 

As discussed in section 2.2.1, the services segment represents revenues from maintenance and 

services fees and installation and training fees. The following two equations were used in order to derive 

the added recurring services revenue for Brink and SureCheck. 

For Brink, the formula used to calculate the recurring software revenues was as follows: 

For SureCheck, 

the formula used to calculate the recurring software revenues was as follows: 

The assumptions for Brink and SureCheck store adoptions are the same as shown in figures 6 

and 7 of section 4.1.1. 

The maintenance revenue which is referred to in section 2.2.1 of the reports, is related to the 

legacy software is modeled to grow at a 1.0% annual growth rate due to the fact that some customers are 

choosing to go with the more modern Brink software due it’s multitude of capabilities. The 1.0% growth 

rate was determined by obtaining the industry growth rate of 1.8% from an IBIS World Report9 and 

assuming a slower growth rate as a to account for Brink’s competitive environment. Finally, the training 

and installation revenue was grown at the industry growth rate of 1.8% which was determined from an 

IBIS World Report.8  

4.1.3 Government Segment 

 As explained in section 2.0 and 3.0 of the report, this section demonstrates minimal growth for 

PAR. Also, as provided in the investment thesis, PAR expects to divest this asset in the near term. As a 

result of these reasons, this segment was modeled to have no growth in revenue for the forecast period.  

                                                           
9 Alvarez, Andrew . IBIS World - Fast Food Restaurants in the US. Rep. N.p.: n.p., n.d. IBIS World. Web. 

25 Feb. 2017. 

Added Services Revenue = $150 Fee per Store/Month X Number of New Stores 

Added Services Revenue = $50 Fee per Store/Month X Number of Devices/Store X Number of New Stores  
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4.2 Cost of Sales Margins  

 As demonstrated in section 2.4 of the reports, PAR’s margins should see significant improvement 

over time. However due to a lack hard data on the margins for PAR’s specific businesses, the model 

assumed slight improvements in margins for conservative purposes. In the forecast period the cost of 

sales margin for the product segment improves from 72% in 2015 to 70.5%. Similarly, the cost of sales 

margin for the services segment improves from 70% in 2015 to 68.5%. Lastly, the margins for the 

government segment are maintained at the 2015 level. These margin improvements are arbitrary and 

excessively conservative but given a lack of disclosure they were selected.  

4.3 Capital Expenditure 

 PAR requires very little in the way of fixed assets, so capital expenditures are quite small. Along 

with that, PAR is now transitioning to focus on their SaaS segments which is even more light on 

expenditure. Through conversations with the investor relations team at PAR, it was evident that PAR 

doesn’t expect any significant increase in capex and therefore in the model it was assumed that there 

would only be maintenance capital expenditure going forward. The McNally and Smith Method was 

applied to forecast the maintenance capital expenditure. 

4.4 Other Model Assumptions 

 Other relevant assumptions include selling expenses, working capital, effective tax rate and debt 

payments. As a result of the ramp up in the Brink and SureCheck adoption over the next 4-5 years, it 

seemed appropriate that the selling, general and administrative will spike up for the first few years, 

following which they will decline to 2015 levels in the long run. The effective tax rate was maintained at 

the 2015 level as the company has no mention on switching up operations in order to optimize the tax 

rate. As a result of this the forecasted tax rate is ~27%. PAR has a small portion of debt on balance and 

has no plans to lever up for acquisitions or payouts of any sorts. In the forecast period it is just assumed 

that PAR pays off their short term debt balance in the following fiscal year (F2016), after which there is no 

further debt payments to be made.  Lastly, the working capital forecasts are shown in the table below for 
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reference purposes. The table outlines that PAR has a reasonable amount of working capital involved as 

it has 13% of sales in accounts receivable while only having 5% in accounts payable.  

Figure – 8 – Working Capital Forecast 

 

4.5 WACC 

 The WACC was calculated assuming the LSIF risk free rate and market risk premium of 1.5% 

and 7% respectively. To calculate PAR’s beta, the betas of Panasonic, NCR Corporation, Mantech 

International and Oracle were used as an approximation for the industry beta. The beta for the 

competitors were determined by dividing the covariance of the competitor’s return to the index’s return by 

the variance of the competitors return to the index’s return. The beta’s for the competitors were then 

adjusted using the Blume Method.10 The adjusted beta for the competitors were then un-levered and 

averaged to find an industry average. The average beta was then re-levered applying PAR’s capital 

structure. The beta was finally determined to be 0.88. The beta analysis is provided in Exhibit 8 of the 

Appendix.  

                                                           
10 Adjusted Beta = (0.67*Beta) + 0.33 

Working Capital 

In millions US$

Assets

2012A 2013A 2014A 2015A 2016E 2017E 2018E 2019E 2020E

Accounts receivable - net 29.89 30.69 29.67 29.53 31.30 32.58 35.49 37.01 35.84

as % of sales 12% 13% 14% 13% 13% 13% 13% 13% 13%

Inventories - net 26.17 24.47 25.93 21.50 22.79 23.72 25.84 26.94 26.10

as % of sales 11% 10% 12% 9% 9% 9% 9% 9% 9%

Deferred income taxes 3.66 3.75 4.51 6.74 7.15 7.44 8.10 8.45 8.18

as % of sales 1% 2% 2% 3% 3% 3% 3% 3% 3%

Other current assets 3.24 3.42 4.02 3.81 4.04 4.20 4.58 4.77 4.62

as % of sales 1% 1% 2% 2% 2% 2% 2% 2% 2%

Deferred income taxes $13.66 $15.08 $11.36 $11.04 11.70 12.18 13.27 13.83 13.40

as % of sales 6% 6% 5% 5% 5% 5% 5% 5% 5%

Intangible assets - net 11.75 15.07 10.58 10.90 11.55 12.02 13.10 13.66 13.23

as % of sales 5% 6% 5% 5% 5% 5% 5% 5% 5%

Other assets 3.22 2.68 3.04 3.69 3.91 4.07 4.43 4.62 4.48

as % of sales 1% 1% 1% 2% 2% 2% 2% 2% 2%

Liabilities

2012A 2013A 2014A 2015A 2016E 2017E 2018E 2019E 2020E

Accounts payable 21.22 17.20 19.26 11.73 12.43 12.94 14.10 14.70 14.24

as % of sales 9% 7% 9% 5% 5% 5% 5% 5% 5%

Accrued salaries and benefits 6.40 6.66 5.73 5.73 6.07 6.32 6.88 7.18 6.95

as % of sales 3% 3% 3% 3% 3% 3% 3% 3% 3%

Accrued expenses 4.47 2.70 6.49 6.71 7.11 7.40 8.06 8.40 8.14

as % of sales 2% 1% 3% 3% 3% 3% 3% 3% 3%

Customer desposits 1.38 1.07 1.24 0.18 0.19 0.20 0.22 0.23 0.22

as % of sales 1% 0% 1% 0% 0% 0% 0% 0% 0%

Deferred service revenue 12.52 12.17 10.39 10.64 11.28 11.74 12.79 13.33 12.91

as % of sales 5% 5% 5% 5% 5% 5% 5% 5% 5%

Income taxes payable 0.55 0.19 0.48 0.28 0.30 0.31 0.34 0.35 0.34

as % of sales 0% 0% 0% 0% 0% 0% 0% 0% 0%

Other long term liabilities 3.03 3.71 8.85 8.88 9.42 9.80 10.68 11.13 10.78

as % of sales 1% 2% 4% 4% 4% 4% 4% 4% 4%
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The following equation was used to un-lever and re-lever the betas:  

The tables below illustrate the CAPM and WACC 

buildout for PAR’s forecast and terminal periods.   

Figure – 9 – CAPM  

 

Figure – 10 – Forecast Period WACC 

  

Figure – 11 – Terminal Period WACC 

  

CAPM Buildout Terminal WACC Buildout

Risk-free rate 1.5%

Market Risk Premium 7.0%

Beta 0.88

Cost of Equity 7.6%

Forecast WACC Buildout CAPM Buildout

% of Debt 3%

Post-Tax Cost of Debt 4.4%

WACC Portion of Debt 0.1%

% of Equity 97%

Cost of Equity 7.6%

WACC Portion of Equity 7.8%

WACC 8.0%

Terminal WACC Buildout CAPM Buildout

% of Debt 1%

Post-Tax Cost of Debt 4.4%

WACC Portion of Debt 0.0%

% of Equity 99%

Cost of Equity 7.6%

WACC Portion of Equity 7.6%

WACC 7.6%

Un-levered Beta = Beta / (1+(Debt/Equity)) 
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4.6 Terminal Growth Rate 

For the terminal growth rate, the US Federal Reserve target inflation rate of 2% was used.11 This 

was used as a conservative measure given that it implies no further growth in the business itself. This is 

unlikely given that PAR has just started rolling out its new SaaS businesses (Brink and SureCheck), 

which should see extensive growth in the next 10-15 years when the trend for integrated POS systems 

and food safety becomes more important. Along with that, as mentioned in section 3.0 of the report, 

restaurants are continuously looking towards improving in-store technology to drive their operating 

margins. As a result of this trend, PAR should be able to increase their sales in the future.   

5.0 DCF Valuation 

This section of the report discusses the discounted cash flow analysis in detail and provides 

analysis on the three different scenarios for PAR.  

5.1 Base Case Valuation 

 The base case valuation is built on the assumptions discussed in section 4.0. The valuation is 

illustrated in the figure shown below, with an implied upside of ~34%. The figures below provide the 

revenue and discounted cash flow analysis for this scenario. 

                                                           
11 "Why does the Federal Reserve aim for 2 percent inflation over time?" Board of Governors of the 

Federal Reserve System. N.p., 26 Jan. 2015. Web. 26 Feb. 2017. 
<https://www.federalreserve.gov/faqs/economy_14400.htm>. 
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Figure – 12 – Base Case Revenue Analysis

 

Figure – 13 – Base Case DCF Analysis 

 

5.2 Bear and Bull Scenarios 

This section discusses the bear and bull case scenarios for PAR Technology.  

5.2.1 Bear Case 

The bear case scenario assumes that the growth for the SaaS businesses (Brink and SureCheck) is ~40-

50% lower than the base forecasts. As discussed in section 3.1 of the report, the adoption of Brink is 

dependent on the technology improvements being made by restaurants and the adoption of SureCheck is 

dependent on the tightening of food regulations. This scenario presents the case where both trends do 

not shape out as expected. As a result, this case implies a downside of ~ (9%). The figures below provide 

the revenue and discounted cash flow analysis for this scenario. 

Par Technology

Revenue Year ended December 31

In millions US$ 2014A 2015A 2016E 2017E 2018E 2019E 2020E

Revenue

Product Segment 84 94 101 104 114 114 101

Service Segment 46 47 50 55 65 75 79

Maintenance 5 5 5 5 5 5

Service (SaaS) 6 9 13 22 31 35

Brink Software 3 5 8 16 24 27

SureCheck Software 3 4 5 6 7 8

Training and Installation 36 37 37 38 39 39

Contract Segment 88 88 88 88 88 88 88

Total Revenue 218 229 239 247 267 277 268

YoY Growth % 5% 4% 3% 8% 4% -3%

DCF Analysis

In millions US$ unless otherwise stated

Enterprise Value 132.51

Less:

Debt (2.67)

Minority Interest -

Preferred Shares -

Add:

Cash 8.02

Investments -

Equity Value 137.87

Shares Outstanding 15.78

Equity Value per share 8.74

Current Share Price 6.52

Potential Upside % 34.02%
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Figure – 14 – Bear Case Revenue Analysis 

Figure – 15 – Bear Case DCF Analysis 

 

5.2.2 Bull Case 

The bull case scenario assumes that the management’s forecasts for Brink and SureCheck play 

out as expected. This scenario assumes that Brink is able to ramp up its deployment and hit close to 

management’s expectations. This also assumes that food regulations are tightened, which results in 

higher demand for SureCheck. This scenario assumes significantly higher growth for SureCheck. As a 

result, this case implies an upside of ~69%. The figures below provide revenue and discounted cash flow 

analysis for this scenario. 

 

 

Par Technology

Revenue Year ended December 31

In millions US$ 2014A 2015A 2016E 2017E 2018E 2019E 2020E

Revenue

Product Segment 84 94 100 101 107 107 97

Service Segment 46 47 50 54 60 67 69

Maintenance 5 5 5 5 5 5

Service (SaaS) 6 8 11 18 24 25

Brink Software 3 5 7 12 18 18

SureCheck Software 3 4 5 5 6 7

Training and Installation 36 37 37 38 39 39

Contract Segment 88 88 88 88 88 88 88

Total Revenue 218 229 238 242 256 263 255

YoY Growth % 5% 4% 2% 6% 3% -3%

DCF Analysis

In millions US$ unless otherwise stated

Enterprise Value 88.30

Less:

Debt (2.67)

Minority Interest -

Preferred Shares -

Add:

Cash 8.02

Investments -

Equity Value 93.66

Shares Outstanding 15.78

Equity Value per share 5.94

Current Share Price 6.52

Potential Upside % -8.95%
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Figure – 16 – Bull Case Revenue Analysis 

 

Figure – 17 – Bull Case DCF Analysis 

 

 

 

 

 

 

 

 

Par Technology

Revenue Year ended December 31

In millions US$ 2014A 2015A 2016E 2017E 2018E 2019E 2020E

Revenue

Product Segment 84 94 104 107 118 118 104

Service Segment 46 47 51 58 69 81 86

Maintenance 5 5 5 5 5 5

Service (SaaS) 6 10 15 26 38 42

Brink Software 3 5 8 17 26 30

SureCheck Software 3 5 7 9 11 12

Training and Installation 36 37 37 38 39 39

Contract Segment 88 88 88 88 88 88 88

Total Revenue 218 229 243 253 275 287 278

YoY Growth % 5% 6% 4% 9% 4% -3%

DCF Analysis

In millions US$ unless otherwise stated

Enterprise Value 168.65

Less:

Debt (2.67)

Minority Interest -

Preferred Shares -

Add:

Cash 8.02

Investments -

Equity Value 174.00

Shares Outstanding 15.78

Equity Value per share 11.03

Current Share Price 6.52

Potential Upside % 69.15%
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6.0 Sum of the Parts Valuation 

For an alternative method of valuation, it seemed appropriate to apply a sum of the parts method. 

This method allows us to look at the separate businesses within PAR such as the software, hardware and 

the contract based government segment.  

The multiples for the Sum of the Parts (“SOTP”) analysis were determined by using the NYU data 

set for revenue multiples.12 The SaaS multiple used for the analysis was 4.0x which was conservative 

compared to 4.83x multiple provided in the data set for Software (System and Application). The 0.5x 

multiple used on the product segment was determined by looking at equipment business multiples and 

considering the cyclicality of PAR’s hardware business. Finally, the 0.5x multiples on both training and 

installation and maintenance were used as conservative estimates.  

One key thing to note for the analysis is the multiple used for the government segment. This 

multiple was selected as a result of the information provided by the company. As discussed in section 2.3 

of the report, PAR has mentioned that they expect to divest this business for ~$35M-$40M on a 

conservative valuation. Using the FY2015 government segment revenue as a benchmark, this implies a 

~0.4x revenue multiple on FY2015. In order to be more conservative, a 0.3x multiple was applied for the 

SOTP analysis. 

Through applying the appropriate multiples, the value for each revenue segment was determined 

and summed together to find the value of the entire company. Following that, the debt and cash amounts 

for each year were used to arrive at an implied equity value. The implied equity value was then compared 

against the current equity in order to calculate the upside potential. The SOTP analysis is illustrated in the 

table below. 

 

 

 

                                                           
12 Damodaran, Aswath. "Revenue Multiples by Sector (US)." NYU Stern. N.p., Jan. 2016. Web. 12 Feb. 

2017. <http://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/psdata.html>. 
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Figure – 18 – Sum of the Parts Analysis for Base Case Forecast 

 

7.0 Relative Valuation 

 The relative valuation is split into 3 different groups of comparable companies. This is as a result 

of the different businesses that PAR operates. The 3 different groups selected were hospitality 

competitors, government segment competitors and SaaS companies. It is important to look at this 

business on a forward basis, and it is evident on a P/E and EV/Sales basis that PAR is undervalued. It is 

valued at ~13x CY2017 earnings and ~0.4x CY2017 sales which is undervalued compared to all groups 

of competitors.  

Par Technology

Sum of the Parts Analysis

In millions US$ 2015A 2016E 2017E 2018E 2019E

Revenue

Product Segment 94 101 104 114 114

Service Segment

Maintenance 5 5 5 5 5

Service (SaaS) 6 9 13 22 31

Training and Installation 36 37 37 38 39

Total Service Segment 47 50 55 65 75

Contract Segment 88 88 88 88 88

Total Revenue 229 239 247 267 277

Revenue Multiple Applied

Product Segment 0.5x 0.5x 0.5x 0.5x 0.5x

Service Segment

Maintenance 0.5x 0.5x 0.5x 0.5x 0.5x

Service (SaaS) 4.0x 4.0x 4.0x 4.0x 4.0x

Training and Installation 0.5x 0.5x 0.5x 0.5x 0.5x

Contract Segment 0.3x 0.3x 0.3x 0.3x 0.3x

Implied Value

Product Segment 47 50 52 57 57

Service Segment

Maintenance 2 2 2 2 2

Service (SaaS) 24 35 52 89 126

Training and Installation 18 18 19 19 19

Total Service Segment 44 56 74 111 148

Contract Segment 26 26 26 26 26

Total Value 118 133 152 194 231

Less: 

Debt -3 -1 -1 -1 -1

Add: 

Cash 8 12 19 26 35

Implied Equity Value 123 144 170 219 266

Current Equity Value 106 106 106 106 106

Implied Upside % 16% 36% 60% 106% 150%
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 For this section, it is particularly important to see the SaaS competitors since overtime as PAR 

transitions into more of a SaaS revenue based company, the trading multiples should reflect that as well.  

 In conclusion, the relative valuation analysis does not provide a deep insight on PAR’s valuation 

since PAR is currently in a transition period from a hardware focused company to a SaaS focused 

company. The relative valuation is illustrated in Exhibit 6 of the Appendix.  

8.0 Conclusion 

 I recommend building a position in PAR Technology. Currently shares are trading at ~$6.52. My 

price target of $8.74 implies a ~34% return on intrinsic value. Along with that, on a SOTP analysis based 

on 2018E, the stock is severely undervalued with an upside potential of ~106%. At the current period of 

time PAR represents an excellent opportunity, since it enables LSIF to buy PAR at a hardware business 

price as the market has failed to price in PAR’s growing SaaS segment. As outlined in the thesis, PAR 

can continue to leverage its existing relationships to promote their industry leading software products 

which will unlock significant shareholder value.  
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Appendix 

 

Appendix 1 – Revenue Breakdown SaaS vs Non – SaaS for Base Case 

 

Appendix 2 – Revenue Breakdown SaaS vs Non – SaaS for Bear Case 

 

Appendix 3 – Revenue Breakdown SaaS vs Non – SaaS for Bull Case 

 

 

 

3%
4% 5% 8% 11% 13%

97% 96% 95% 92% 89% 87%

2015A 2016E 2017E 2018E 2019E 2020E

Revenue Breakdown SaaS vs Non-SaaS

SaaS Non - SaaS

3%
4% 5% 7% 9% 10%

97% 96% 95% 93% 91% 90%

2015A 2016E 2017E 2018E 2019E 2020E

Revenue Breakdown SaaS vs Non-SaaS

SaaS Non - SaaS

3%
4% 6% 10% 13% 15%

97% 96% 94% 90% 87% 85%

2015A 2016E 2017E 2018E 2019E 2020E

Revenue Breakdown SaaS vs Non-SaaS

SaaS Non - SaaS
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Appendix 4 – Sum of the Parts Analysis for Bull Case Forecast 

 

 

 

 

 

 

 

 

 

 

 

 

Par Technology

Sum of the Parts Analysis

In millions US$ 2015A 2016E 2017E 2018E 2019E

Revenue

Product Segment 94 100 101 107 107

Service Segment

Maintenance 5 5 5 5 5

Service (SaaS) 6 8 11 18 24

Training and Installation 36 37 37 38 39

Total Service Segment 47 50 54 60 67

Contract Segment 88 88 88 88 88

Total Revenue 229 238 242 256 263

Revenue Multiple Applied

Product Segment 0.5x 0.5x 0.5x 0.5x 0.5x

Service Segment

Maintenance 0.5x 0.5x 0.5x 0.5x 0.5x

Service (SaaS) 4.0x 4.0x 4.0x 4.0x 4.0x

Training and Installation 0.5x 0.5x 0.5x 0.5x 0.5x

Contract Segment 0.3x 0.3x 0.3x 0.3x 0.3x

Implied Value

Product Segment 47 50 50 54 54

Service Segment

Maintenance 2 2 2 2 2

Service (SaaS) 24 34 46 70 95

Training and Installation 18 18 19 19 19

Total Service Segment 44 54 67 92 117

Contract Segment 26 26 26 26 26

Total Value 118 131 144 172 197

Less: 

Debt -3 -1 -1 -1 -1

Add: 

Cash 8 10 15 20 26

Implied Equity Value 123 140 158 191 223

Current Equity Value 106 106 106 106 106

Implied Upside % 16% 32% 49% 80% 110%
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Appendix 5 – Sum of the Parts Analysis for Bull Case Forecast  

  

 

 

 

 

 

 

 

 

 

 

Par Technology

Sum of the Parts Analysis

In millions US$ 2015A 2016E 2017E 2018E 2019E

Revenue

Product Segment 94 104 107 118 118

Service Segment

Maintenance 5 5 5 5 5

Service (SaaS) 6 10 15 26 38

Training and Installation 36 37 37 38 39

Total Service Segment 47 51 58 69 81

Contract Segment 88 88 88 88 88

Total Revenue 229 243 253 275 287

Revenue Multiple Applied

Product Segment 0.5x 0.5x 0.5x 0.5x 0.5x

Service Segment

Maintenance 0.5x 0.5x 0.5x 0.5x 0.5x

Service (SaaS) 4.0x 4.0x 4.0x 4.0x 4.0x

Training and Installation 0.5x 0.5x 0.5x 0.5x 0.5x

Contract Segment 0.3x 0.3x 0.3x 0.3x 0.3x

Implied Value

Product Segment 47 52 54 59 59

Service Segment

Maintenance 2 2 2 2 2

Service (SaaS) 24 39 62 106 150

Training and Installation 18 18 19 19 19

Total Service Segment 44 60 83 127 172

Contract Segment 26 26 26 26 26

Total Value 118 138 163 213 257

Less: 

Debt -3 -1 -1 -1 -1

Add: 

Cash 8 12 20 29 41

Implied Equity Value 123 149 182 241 297

Current Equity Value 106 106 106 106 106

Implied Upside % 16% 41% 72% 127% 180%
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Appendix 6 – Comparable Analysis 

 

 

Appendix 7 – Largest Customers 

 

Appendix 8 – Beta Analysis 

 

 

In millions unless otherwise stated Summary P/E EV/Sales

As of March 8, 2017 Exchange Ticker Share Price Enterprise Value LTM CY2017 LTM CY2017

Hospitality Segment Competitors

Panasonic TYO:6752 ¥1,251.00 ¥3,192,900 13.94x 16.08x 0.44x 0.42x

NCR NYSE:NCR US$48.64 US$9425 18.71x 14.69x 1.44x 1.41x

Oracle NYSE:ORCLE US$42.61 US$171305 19.73x 15.78x 4.60x 4.48x

Average 17.46x 15.52x 2.16x 2.10x

Government Segment Competitors

Mantech International NASDAQ:MANT US$36.01 US$1324 24.50x 24.50x 0.83x 0.80x

Booz Allen Hamilton NYSE:BAH US$36.31 US$6659 22.14x 19.71x 1.18x 1.12x

Average 23.32x 22.10x 1.00x 0.96x

SaaS Companies

Constellation Software TSX:CSU C$647.98 C$10,167 62.79x 30.18x 4.78x 4.26x

Enghouse Systems TSX:ENGH C$54.59 C$1,389 30.84x 30.44x 4.51x 4.13x

Sylogist CVE:SYZ C$8.25 C$159 nmf n/a 4.51x n/a

Average 46.82x 30.31x 4.60x 4.19x

Total Average 27.52x 21.63x 2.79x 2.37x

PAR Technology NYSE:PAR US$6.72 US$101 51.69x 18.79x 0.44x 0.42x

32% 32%

72% 71%

33% 33%

16% 19%35% 35%

12% 10%

2012A 2013A 2014A 2015A

Largest Customers by Revenue % 

Other McDonalds Yum! Brands

Beta Analysis

Company Name Beta Adjusted Beta Debt to Equity Unlevered Beta Re-levered Beta

Panasonic 1.07 1.05 0.36 0.77

NCR Corporation 1.36 1.24 0.52 0.82

Mantech International Corp 1.04 1.03 0.00 1.03

Oracle 1.08 1.05 0.31 0.80

Average 1.22 1.15 0.44 0.85

PAR Technology 0.03 0.85 0.88


