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Telecom Business Services Quarterly

By Richard Pierce, FOCUS Managing Director and Telecom Technology and Services Team Leader

FOCUS believes that the Telecom Business Services sector
is an attractive (and often overlooked) segment of the tele-
com market. The companies in this sector perform services
such as distributing communications-related products,
designing and installing communications infrastructure
and providing repair and other logistics services for both
communications service providers and businesses. These
companies often benefit from the same exciting trends that
drive growth in the larger telecommunications industry.

However, as professional services businesses they tend to
be much less capital-intensive than network-based tele-
communications service providers. Furthermore, they typi-
cally face little threat from shifts in technology. In fact,
more often than not they benefit from technology shifts as
upgrade cycles drive client demand for their services and
expertise. FOCUS is proud of its commitment to the Tele-
com Business Services sector and we are excited about the
prospects for companies in this space.

The FOCUS Telecom Technology and Services group
consists of four professionals with a mix of backgrounds
that include both C-level operating expertise and expe-
rience at leading middle market investment banks. The
FOCUS Telecom team is uniquely qualified to help mid-
dle market clients reach their strategic objectives because

the group:

* Devotes significant senior level resources to executing
transactions for lower middle market clients,

* Has a breadth of knowledge that covers most segments
of the telecom industry,

* Has bankers with C-level operating experience in the
telecom industry,

* Has a proven transaction methodology for delivering
results,

* Is equally comfortable with buy side and sell side M&A,
* Leverages an experienced team of research professionals,

* Has a national presence with coverage of both east and
west coasts.

Sub Sector Definitions

Distributors and Logistics Services: This sector includes
companies that distribute communications-related prod-
ucts or that provide repair, refurbish and other supply chain
management solutions. Companies in this segment may
serve either telecom service providers, businesses or both.

Engineering and Construction: Engineering and Con-
struction companies provide a variety of services including
network planning and design, systems integration, instal-
lation and construction. Customers are primarily service
providers but may also include large enterprises and gov-
ernments.
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Summary Comments

Public Markets

The FOCUS Telecom Business Services Index (TBSI)
continued its upward climb in this most recent three
month period with a solid gain of 2.7%. This increase
trailed both the S&P 500 (which gained 4.7% for the
period) and the NASDAQ (which gained 5.0% for the
period). The picture is similar for the twelve month period,
with the TBSI not keeping up with the broader indices
despite a strong gain of 17.7% over the last year. Multiples
for the sector are flat to up compared to the year-ago
period. The sector revenue multiple remained constant at
0.3x, while the sector EBITDA multiple expanded from
6.7x to 7.7x.

Distributors and Logistics Services

The Distributors and Logistics Services sub sector had
another good three month period with a gain of 9.2%.
This beat both of the broader indices and marks the fourth
consecutive period where the sub sector was in the black.
Given these consistent increases it is not surprising that
the sub sector also had a very strong year-over-year gain
of 40.0%. The two companies that powered much of these
gains for both the twelve-month and three-month periods
were CDW and Insight. Both companies are up more than
70% for the year and more than 15% in this most recent

three months. As we would expect, sub sector multiples are
on the rise. The sub sector revenue multiple now stands

at 0.3x (compared to 0.2x a year ago) and the sub sector
EBITDA multiple is 9.3x (compared to 7.1x a year ago).

Engineering and Construction

In contrast to the Distributors and Logistics Services sub
sector, the Engineering and Construction sub sector had
another down period with a loss of 4.1% in the past three
months. Whereas in our Spring 2014 report it was the
international-focused companies that dragged down the
index, this period it was the turn of the U.S. companies.
Mastec, Unitek, and WPCS were all down from approxi-
mately 30% to 75%, making the slight loss of 0.9% at
Dycom look good by comparison.

This period’s declines also moved the sub sector to a loss
for the twelve month period of 1.2%. The declines in the
sub sector were related to financial performance as opposed
to multiple contraction. The sub sector revenue multiple
remained unchanged at 0.4x from both the year-ago period
and our Spring report. Likewise, the sub sector EBITDA
multiple declined only slightly. It stands at 6.1x currently
compared to the 6.2x we reported both last year and in our

Spring report.
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Telecom Business Services: Public Market Summary

Twelve Month Index Returns
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Sector and Sub Sector Returns

12 Month 3 Month

Telecom Business Services 17.7% 2.7%
Distributors and Logistics Services 40.0% 9.2%
Engineering and Construction -1.2% -4.1%
S&P 500 22.0% 4.7%
NASDAQ 29.5% 5.0%
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Sector and Sub Sector Revenue Multiples

6/30/2014 6/30/2013

Telecom Business Services 0.3x 0.3x
Distributors and Logistics Services 0.3x 0.2x
Engineering and Construction 0.4x 0.4x

EBITDA Multiple Trends
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Source: Capital IQ

Sector and Sub Sector EBITDA Multiples

6/30/2014 6/30/2013

Telecom Business Services 7.7x 6.7x
Distributors and Logistics Services 9.3x 7.1x
Engineering and Construction 6.1x 6.2x
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Summary Comments
M&A

M&A transaction volume was a respectable 31 transac-
tions for the Summer reporting period. This is the second
straight period with relatively high deal volume. However,
at just slightly more than $40 million, the total announced
dollar value was even lower than what we saw in the
Spring reporting period. With only a bit more than $350
million in announced dollar volume through the first six
months of the year, 2014 is on pace to be one of the slow-
est years in the last five as measured by this metric. How-
ever, this picture could still change dramatically with one
or two large transactions in the back half of the year.

Distributors and Logistics Services

We tracked 25 transactions in The Distributors and Logis-
tics Services sub sector for this most recent three-month
period. Notable transactions included the acquisition of
Avtex Solutions by LaSalle Capital, likely creating a new
consolidator in the space. Avtex was not the only company
in the sub sector to attract private equity interest, as we
also saw the acquisition of ConvergeOne by Clearlake
Capital. Outside of private equity activity, unified com-
munications technology company Vertical Communica-
tions acquired I'T VAR Fulton Communications to bolster
its distribution channels. Finally, we noted a number of
transactions involving companies that provide refurbished
telecom equipment and/or telecom equipment repair ser-
vices. Targets in this space included Longshot Technology
(acquired by Aventis), ASVIDA Asia (acquired by Procurri
Corporation), and Tektronik Digital Services (acquired by
ANovo). This was the second straight three-month period
that saw significant activity in the telecom equipment
refurbishment and repair space.

Telecom Business Services: M&A Summary

Engineering and Construction

The Engineering and Construction sub sector also had an
active three-month period with six announced transac-
tions. Both Dycom and Mastec made acquisitions in the
period. Dycom acquired telecom and cable construction
firm Watts Brothers, while Mastec acquired residential
and business technology installation services company
SPEED Wire. This period also marked the final exit of
Lemcon from the Telecom Engineering and construction
sub sector. Lemcon followed up its earlier divestiture of its
North American operations with the sale of its remaining
business units in Finland and Norway/Sweden. Finally,
diversified engineering firm Renew Holdings acquired
international wireless infrastructure services provider
Clarke Telecom and investor OCK International acquired
Indonesian telecom network services provider PT Putra
Mulia Telecommunication.

Transactions with Multiples

This period saw only two transactions with announced
multiples. Both of these were in the Telecom Engineering
and Construction sub sector. First, wireless infrastruc-
ture services provider Clarke Telecom was purchased for
a multiple of 0.5x revenue. This is on the low end of the
multiples we typically see in the sub sector, although not
markedly so. Conversely, the acquisition of PT Putra
Mulia Telecommunication for 2.4x revenue is well above
what we generally consider to be market multiples. While
OCK International did not disclose specifics, it seems
plausible that the high multiple was a forward looking
multiple based on the company’s contracted backlog.

M&A Activity: Number of Transactions
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Announced Transactions (4/1/14 — 6/30/14)

Acquiror Target Sector An n?)?lt: ced Pu;::il:::se Description
Dycom Watts Brothers Cable Engineering & 6/25/14 NA Outside plant construction, engineering, placement and fibre optic cable
y Construction Construction installation services for telecom and cable operators.
’ . Distributors & Logistics Partner for Interactive Intelligence and Microsoft that provides contact center,
Ll o b Al Services e i unified communications and other networking solutions.
Engineering & Project management and implementation services for mobile telecom,
Cygate Lemcon Networks Construction 6124714 NA information technology and WiFi network projects.
Jasco Electronics . Distributors & Logistics Call center applications, maintenance and consultation services in South Africa
Holdings Vebesia Eo i aneais i Services s $0.9 and the Middle East.
Perusa Partners AddPro g(lesrtvrilg:;ors & Logistics 6/11/14 NA g:v[;%léens hardware and software IT infrastructure and security solutions in
MultiSense Distributors & Logistics Supplies unified communications solutions to corporate, education, healthcare
W ZE Communications Services e e and small- and medium-sized businesses.
Vertical Communications | Fulton Communications gésrtvrilE:;ors &Logistics 6/2/14 NA Enterprise communication systems and solutions to businesses in North America.
. Layer 3 Advanced Distributors & Logistics Network integration for businesses including routing and switching, unified
Dl & gy Business Solutions Services B $3.0 communications, wireless LAN and network security.
. . I Distributors & Logistics Distributes radio frequency and microwave products to military, space, telecoms
Wright Industries Castle Microwave Services 5/28/14 NA and other markets in the United Kingdom.
Virginia Electronic Y Distributors & Logistics Distributes data communications components and equipment including datacom,
Components Lol Services s It telecom and structured cabling products.
. . Distributors & Logistics Unified communications, contact center, cloud and interactive voice response
Management DIRAD Technologies Services 52214 NA solutions in the United States.
" Distributors & Logistics Supplies refurbished Dell servers, storage, laptops and workstations to IT
Aventis Systems LongShot Technology S —- 5/21/14 NA S gty st 1 o
. Distributors & Logistics Design and implementation services and technical support for the telephony, IT,
Clearlake Capital ConvergeOne Services 514114 NA contact center and unified communications sectors.
Midwest Design Distributors & Logistics Information technology solutions including network infrastructure design and
U Elf i e Computers Services s s cabling and network hardware implementation.
) Engineering & Technology deployment services and installations for residential and business
Mastec SPEED Wire Construction 5214 NA customers including CCTV, small cell and Wi-Fi.
. . . Distributors & Logistics Information technology asset recovery and maintenance services for businesses,
ocimiteipatation BN Services 4/30/14 i system integrators and cloud service providers.
) PT Putra Mulia Engineering & Provides telecommunications network services to telecom operators and solution
OCK International Telecommunication Construction 429714 $82 vendors in Indonesia.
. Engineering & Wireless telecommunication network infrastructure services to mobile phone
fereililinos Clarke Telecom Construction LR $28.6 operators and third-party network operators.
Distributors & Logistics Information technology services and support to businesses, schools, non-profits
NetCenergy Landon Group Services 424114 NA and public housing authorities in the Northeast U.S.
Distributors & Logistics Provides information security consultancy services, network management
RS LYNX Technology Partners | goyces EHE b services and virtualization services.
Dimension Data Nexus IS Dlstr!butors & Logistics 4/23/14 NA Vmcg, video and V\_Ieb_collgborahon, conferencmg land network integration
Services solutions to organizations in the U.S. and internationally.
- Distributors & Logistics Provides information security consulting services including security testing and
BTt InfoSecurus Services il s vulnerability assessments.
SIS Inflexionpoint ool Labs Dlstr!butors & Logistics 416/14 NA DIStI'.IbUteS §man phones and other mqblllty products through a network of
Services mobile retailers, operators and enterprise resellers.
ANovo Tektronik Digital Services [S)LS:J;E:;WS il 4/14/14 NA Provides local router and decoder repair and refurbishment services.
LDC Connect Communications [S)Lsrt‘;il[l;):éors &Logistics 4/14/14 NA Provides unified communications integration solutions and services in Europe.
. . Distributors & Logistics Information technology solutions including various security products, network
WO DS E R GalaxyTech International | g0 ices ki i monitoring, wireless and technical support services.
Atea BCC Finland [S)Lsrt‘;ilggéors &Logistics 4/8/14 NA Provides IT hardware, software and service solutions in Finland.
Netel %;T;?r?ensg:swi\:]o;\lk:rw ay Engineering & 4414 NA Project management and implementation services for mabile operators in
and Sweden) Construction Norway and Sweden.
. . . Distributors & Logistics Computer sales and service, networking services, structured cabling and
Exceed Technologies 3Point Technologies Services 4/2114 NA business telephone systems and support,
Integrated Communication | Distributors & Logistics Network cabling installation solutions, video surveillance, unified communications
Gl i Eosliis Services Services s i systems and telephone systems.
. ) Distributors & Logistics Distributes network access equipment for data communications, physical
Hills Holdings Open Platform Systems Services 4214 NA security systems and cyber security solutions in Australia.
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Announced Transactions with Revenue Multiples (7/1/13 — 6/30/14)

Date Purchase Revenue EBITDA
Announced Price Multiple Multiple

) PT Putra Mulia Engineering & Provides telecommunications network services to telecom operators

Acquiror Target Sector Description

The Blackstone e . . . . . - .
. Distributors & Strategic consulting services for information security including
I(?]t[(;trlﬁ aetlir‘l)t'j‘l;verlca Logistics Services smn4 $225.0 “ malware, software security and vulnerability assessment.

. Distributors & s .
Bell-Park 0C Mobile Logistics Services 1/8/14 Distributes mobile phones.
. Distributors & Distribution, supply chain, handset protection and insurance, buy-
Softbank Brightstar Logistics Services 10718/13 | $28105 m back and trade-in solutions for mobile operators.
" Distributors & IT solutions in the areas of desktop and printing, server and storage
on line Datensysteme Logistics Services 9/30/13 $24.1 and software and security.
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Sub Sector Analysis: Distributors and Logistics Services

Twelve Month Index Returns Company Returns
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Sub Sector Analysis: Engineering and Construction

Twelve Month Index Returns Company Returns
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FOCUS Telecom Technology and Services Team

Richard H. Pierce
Managing Director and Telecom
Technology and Services Team Leader,
Wiashington, DC
rich.pierce@focusbankers.com
202-470-1983
Rich Pierce has more than ten years
of investment banking experience
-.l advising middle market clients on a
variety of mergers and acquisitions
and capital raising transactions. During that time, Mr.
Pierce’s primary emphasis has been on serving clients in
the telecommunications industry including providers of
network related hardware and software products, wireless,
and wireline telecommunications service providers and
network engineering and construction companies.

John T. Bradshaw

Partner, Bend, Oregon
john.bradshaw@focusbankers.com
541-306-6451

John Bradshaw has over 30 years
experience in sales, marketing,
manufacturing, finance, and sys-
tems engineering with corporations
specializing in technology-driven
business products and services. IMr.
Bradshaw has been a successful senior executive and man-
ager in both large and small organizations, and has spent
the last 15 years working with entrepreneurial companies.
Mr. Bradshaw has particular expertise in enterprise com-
munications and contact center related technology.

David Freeland

Principal, San Francisco, California
david.freeland@focusbankers.com
978-505-1837

David Freeland, a FOCUS Princi-
pal, has more than fifteen years of
experience providing investment
banking and management consulting
services to a variety of corporate cli-
ents, ranging from the Fortune 500
to start-up businesses. He has been an investment banker
since 2003, advising clients on mergers and acquisitions
and capital raising transactions. Mr. Freeland has broad
experience in the telecom and technology industry and has
significant experience with data center companies.

Eric M. Oganesoff

Managing Director, Washington, DC
eric.oganesoff@focusbankers.com
202-470-1969

Eric Oganesoff has conducted over
forty M&A, debt, and capital raise
transactions with an aggregate value
of over $300 million and has served
as the CEO or President of several
companies. Mr. Oganesoft has over
twenty years of senior executive level experience in lead-
ing businesses ranging from wireless solutions, software,
and RFID services to manufacturing, industrial products,
energy, and environmental products and government con-
tracting.
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