B Market Research and Analysis

Sector definition and analysis

The sector Unite app operates is quite challenging to define. Narrowly speaking, the company's
primary sector is bars and nightclubs digital solutions. It is a sub-segment of social software
industry that currently accounts for less than 1% of the total social software industry value. In
this sector Unite will be competing with other global bars and nightclubs technology-oriented
startups, such as TableList, Raad, Surv and Bottlestonight that will be discussed later in the
market research.

In a broader sense, Unite app operates in the entertainment industry of U.S. Main participants
and indirect competitors of Unite app in this sector are technology-oriented companies, working
with café and restaurants, cinema parks, concert halls and amusement parks.

Market: size, characteristics, expected evolution

Digital technology for bars and nightclubs is a relatively new industry that has been expanding
in the last three years. There is no reliable estimation of how much the industry is currently
worth. According to AngelList, 495 startups are working for nightlife venues, with average
company value of $4.2 million on seed stage.

According to IBISWorld, the value of U.S. bars and nightclubs industry has reached $25.4 billion
in 2016 and is expected to grow with a positive CAGR value of 2.7% over the next decade (with
market value of $29 billion by 2021)". This is illustrated in the statistics in the graph below,
which also shows that during 2011-2014 years the industry has been growing with an annual
rate of 1.2%.
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During the last three years the bars and nightclubs market has remained almost stable, primarily
due to the increasing number of millennials who represent an ever-growing share of the
workforce and solvent consumers. According to the U.S. Census Bureau, there are over 83
million millennials (those born in the U.S. roughly between 1980-2000), representing more than
a quarter of the nation’s population and outnumbering the 75 million baby boomers. In general,
millennials express little loyalty to local companies and venues and are less impressed by the
sheer scale of business, its age, or the general buzz that surrounds it.

Other typical characteristics of millennials generation regarding their entertainment preferences
include the following:

e On-demand is being replaced by Real-time concept. The millennials want to access all
of the content they desire without speed and quality being affected.

e Community is valued more than destination. Millennials are likely to travel for leisure in
organized groups of friends and family, rather than choose nearby places with unfamiliar
audience.

According to ULI and Lachman Associates, slightly more than 60% of millennials go out to
clubs, and among those who do, only 25% do so more than once a month. Others typically visit
nightclubs on special occasions, like graduation, birthday or bachelor party or attending a
specific event.

In a recently conducted global research, the following five reasons were mentioned by
millennials as the main negative factors, distracting them from regular visits of bars and
nightclubs:

Factors distracting millennials from visiting bars and nightclubs regularly

Long waits
for drinks

Cover charges Expensive drinks Long lines Meat-market atmosphere

Source: ULI and Lachman Associates, 2016

With an emerging trend in consumer spending on packaged beverages for home consumption
and other services for housing parties, the positive growth of bars and nightlife industry in the
next five years is led by millennials-oriented solutions. Other demand-driving trends include
increasing amount of social software and applications, sharing economy development, as well
as more investment in digital technology from entertainment industry players.

According to the CHD Expert foodservice database, there are over 52,000 registered bars and
nightclubs in operation in the U.S. Neighborhood bars and taverns count for more than 60% of
the market, followed by nightlife venues (21%) and Brewpubs, English and Irish pubs (7%)
segments.




Based on the official government statistics, the total addressable market (TAM) for Unite app
is $6.7B worth. This figure represents the revenue, produced by millennials in the U.S. in the
bars and nightlife industry. The ten states with the most number of bars and nightclubs are
presented in the table below.
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Based on open source information, there are 1020 registered bars and nightclubs in operation
in Great Boston Region in 2016, and according to the U.S. Census Bureau, 36.9% of Boston
population are millennials. Based on this statistical information, the potential market value of
Great Boston Region equals $17.7 million.

Analysis of nightlife apps from the Apple and Google app stores shows that market is
segmented into deals and reviews, social networking and discovery, table and bottle service,
concerts and events ticketing, curated nightlife and exclusive offers, and other services
(including QR code applications, line-skipping applications, etc.). Apps were selected from the
previously mentioned app stores based on popularity as measured by the number of installs
and reviews. The keywords used in the search were: nightlife, nightclubs, ticketing, concerts,
events, skip line, curated, drink advisor, lifestyle, loyalty programs, online reservations, wine and
spirits, hospitality, collaborative consumption, party, guestlist, guestbook, tabs.

Nightlife applications category share, 2016
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Within the nightlife applications industry sector, concert and events ticketing segment accounts
for the third-place percentage of value. In the recent years, this sub sector has experienced
positive growth patterns due to sharing economy development. This trend is expected to persist
in U.S. and Europe with a positive CAGR value of 8%.

Competitor analysis

Due to the lack of millennials-oriented digital solutions for bars and nightclubs industry in the
U.S., all existing software and applications in this field have weak geographical market position.
The market is in the infancy stage, with very little competition on a country scale and little
customer awareness. Relatively small size of the market is compensated by its potential for
future growth. At this point it represents a perfect opportunity for new entrants as it features high
potential value, at the same time having enough room for more incumbents, who, if successful,
can demand first mover advantage in selected markets and capitalize early on market potential.

Currently all competitors offer pre-ordering services, with skip-the-line as an additional option to
bottle and table booking. Pricing is based on fixed-level or flexible fee (regarding places
available, time and day of the week) that is determined by the venue itself. All applications
revenue comes from a commission rate of 10-25% (average) for the venue transactions.

The most powerful competitor is TableList, with presence in 9 U.S. cities, and access to more
than 170 venues. Other competitors are also active, but enjoy a less powerful market position.
RAAD, for example, is the closest to Unite app competitor, based on the customer value
proposition. However, the reviews of the platform state only few of the venues actually take part
in partnership and there is no loyal community around the application.

In order to compare the competitors a set of key metrics has been defined: geography focus
(number of countries present in, as well as key markets), popularity (as measured by Alexa
score), pricing (if any additional customer packages available), booking option (from in line or in
advance) and number of iOS downloads (as the most apps are available only for iOS store).

Geography focus Popularity Pricing Booking iosS
option downloa
ds
TableList 9 citiesinthe U.S. 68,827 Free for standard user From in <5k
Total: 179 venues $49/a month or $399/a line / up to
Boston: 29 venues year for platinum user 7 days in
15-25% commission rate advance
for venues
RAAD 1 city - Free for standard user From in <2k
line
VIPsTonight 2 cities in the U.S. 18,394,525  Free for standard user From in <5k
Total: 3 venues line
LineJump 2 citiesinthe U.S. 5,703,723 Free for standard user Fromin <5k
7-10% commission rate for  line
venues
SURV - 2,949,327 Free for standard user Fromin <5k
Personalized requests for line /in
additional fees advance
Bottlestonight 9 cities in the U.S. 2,441,318 Free for standard user Fromin <5k
10-25% commission rate line

for venues




Discotech 9 cities in the U.S. 163,703 Free for standard user Fromin <5k
line

Further evaluation of the same set of competitors based on a number of qualitative points, such
as presence in certain markets, user feedback, website appeal and platform design, shows that
currently there are no powerful market players. The competitors’ weakest points are the
following:

e Lack of geographical focus.

The vast majority of companies operate in several far-distanced cities. As a result, they haven't
got a strong targeted community in stated geographies, and that is a reason for low brand value
and weak position in the market.

e Lack of key partnerships.

Concentrating on highly-profitable activities (alcohol drinks, ticketing) make it difficult to partner
with the top ranked bars and nightclubs. The current market leader TableList has only 62
available venues in New York city from 3950 registered bars and nightlife venues in this area.

Strength Weaknesses
TableList Loyal customer base Venue database is growing slowly
Current amount of venues available in last 6 month
RAAD Simple concept, easily recognizable Weak media presence
by customers Limited geographical presence
VIPsTonight Clear pricing structure for client Low number of partners
LineJump Different options available (skip the Limited geographical presence
line, free drink, coat check, etc.) No top-ranked partnerships
SURV Personalized service option Company is promoted only for

bottle service

Limited geographical presence
Bottlestonight High quality and design of platform Lack of strong targeted

community in stated geographies

Discotech Loyal customer base Low number of top-ranked
Extensive media coverage partners

Apart from time-saving option, the main tool for attracting customers is a consumer loyalty
program and feedback rating system that works by sharing user profiles across multiple venues.
As a result, loyal customers get special offers and discounts in every venue of the application
network.

More detailed information about competitors’ products is presented in the competitor profiles
section below.




Competitor profile

Boston-based brand TableList provides fixed-priced concierge services, event ticket purchases
and VIP table booking for venues in 9 cities: Boston, Foxwoods, Fyre Cay, Las Vegas, Miami,
New York, Orlando, San Francisco and Washington, DC. TableList was founded in 2013, and
to-date the company has successfully closed 6 investment rounds, with total amount of $6.43M.

TableList can be used on web, iOS and Android. The in-depth analysis of the site and the app
shows that typical TableList user looks like:

Feature Typical user portrait
Gender Male

Age 18-34

Education College education
Browsing location Work

Income $30K - $60K
Ethnicity Caucasian

Children No children

Despite the fact that application can be used in 9 cities, most available venues are concentrated
in New York. The detailed information about number of available venues is shown in the table
below.

City Number of venues available
New York 62
Orlando 3
Boston 29
Washington, DC 28
Foxwoods 2
Fyre Cay 1
Miami 26
San Francisco 11
Las Vegas 17
Total 179

TableList app provides two users options — a standard one and a platinum one. Platinum
package costs $49 per month or $399 per year, and provides skip the line, free drinks preferred
pricing on tickets and tables services to a set of top nightlife venues in all member cities.

The revenue model is based on the commission, as the company takes a percentage of all
transactions that are sent to venues (15-25%) and charges a monthly fee to their venues to use
venue management software ($99-$499) NightPro.

According to open source information, TableList has the highest media recognition level,
compared with other rivals. In terms of Great Boston Region market presence, the brand has
strong positions and high customer loyalty rate.




RAAD

Clemson-based brand RAAD provides easy access to bars and nightclubs, offering a special
passing card with limited number of cards available. The average price for line-skipping is $5 to
$10 per venue, depending on the time and day, and the application has 1,000 active iOS users.

RAAD was launched in April 2016 for Charleston venues, and is still under development. Due to
the infancy of the application, estimating its current value and market positions is extremely
challenging.

Washington-based brand VIPsTonight provides skip-the-line access to bars, by pre-purchasing
bar tab in Washington, DC, and University of Delaware. Was released in September 2016, and
to-date company has agreement with three venues — Johnny Pistolas bar, Marvin and
Hawthorne rooftop and tavern.

The application is available only for iOS users.

The main competitive advantage of VIPsTonight is clear pricing structure, with a market
positioning «No fees or service charges». The revenue model is based on commission rate,
though there is no open source information about partnership fee.

San Francisco-based brand LineJump gives customers the ability to skip waiting in lines in real
time at bars and nightclubs. The application was released in November 2015, and available for
venues in San Francisco and Los Angeles.

The application is available for iOS users only. The number of LineJumps available for each
venue is limited, and one user can purchase up to 5 LineJumps for the group.

\/

San Francisco-based brand SURV provides bottle and table service, and line passing service in
San Francisco and New York City. The company was founded in 2015.

A range of available services include venue browsing, bottle service, skip the line, bar tabs, DJ
tracks listening. Number of visitors for the exact service, as well as fee is fixed by the venue.




San Francisco-based brand BottlesTonight provides same-day bottle service booking at top
nightclubs and lounges with bottles up to 70% off regular menu prices. Skip the line service
goes together with table booking service. The company was established in October 2013, and
to-day has successfully closed investment round ($125k seed investment).

BottlesTonight works in 9 U.S. cities (San Francisco, Los Angeles, Las Vegas, South Bay Area,
Chicago, Miami, Washington, San Diego, Hollywood) with 50 venues available:

City Number of venues available
San Francisco 13
Los Angeles 2
Las Vegas 16
South Bay Area 13
Chicago 1
Miami 1
Washington 1
San Diego 1
Hollywood 2
Total 50

The revenue model is based on the commission, as the company takes a percentage of all
transactions that are sent to venues (10-25%).

Los Angeles-based brand Discotech provides table booking services, as well as ability to
reserve guest lists, and buy tickets at clubs directly with the venue via a mobile app. Skip-the-
line option is included in tickets buying service. The company was founded in 2012 and has
successfully closed seed investment round ($500k).

The application is available in 8 U.S. cities (Los Angeles, Orange County, San Diego, Las
Vegas, San Francisco, New York, Washington DC and Miami) with 142 venues available:

City Number of venues available
Los Angeles 34

Orange County 7

San Diego 5

Las Vegas 37

San Francisco 22

New York 16

Washington 5

Miami 16

Total 142




The range of services include: discovering events, booking bottle service, signing up for
guestlists, buying tickets for upcoming events, loyalty platform for clubs. The in-depth analysis
of the site and the app shows that typical Discotech user looks like:

Feature Typical user portrait

Gender Male

Age 18-34

Education Graduate school; College education
Browsing location Home; Work

Income $30K - $60K

Children No children




