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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)
rebounded from the loss in our Fall reporting period to
turn in a modest gain of 2.0% for this most recent three
months. This gain trailed both the 4.4% gain in the S&P
500 and the 5.4% gain in the NASDAQ _over the same
time period. The TBSI is in a similar position for the full
2014 calendar year. The index was in the black with a gain
of 4.8% for 2014, but this trailed the double digit gains in
both the S&P 500 and NASDAQ by a wide margin.
Sector multiples have remained relatively steady. The
revenue multiple for the TBSI held at 0.3x, while the
EBITDA multiple increased from 7.3x a year ago to

7.4x at the end of the current reporting period. However,

this did represent a slight decline compared to the 7.5x
EBITDA multiple from our Fall report.

Distributors and Logistics Services

The Distributors and Logistics Services sub sector roared
back from a loss in our last reporting period to post an
11.6% gain for the final three months of 2014. The larg-
est gainers were ePlus (up 35.0%), Datalink (up 21.4%),
PC Connection (up 14.3%), and CDW (up 13.3%). Gains
were extremely broad-based, with every stock in the sub
sector except Tessco showing a positive return.

Performance also was strong for the full year, with the sub
sector’s gain of 25.6% handily outperforming the broader
indices. However, the year-over-year return was not nearly

as broad-based with only half of the stocks in the sub
sector posting a positive return. The sub sector revenue
multiple remained constant at 0.3x, while the sub sector
EBITDA multiple expanded from 8.1x at the beginning of
the year to 8.8x at the end of the year.

Engineering and Construction

In contrast to the Distributors and Logistics Services

sub sector, the Engineering and Construction sub sector
concluded the final three months of 2014 with a sharp
decline of 9.0%. In addition, we removed former sub sec-
tor member Unitek from the index after the company
filed for bankruptcy. The bright spots for the index were
Dycom, which posted a gain of 14.3%, and data-center
focused company TSS, which gained more than 60%. On
the negative side, Mastec dropped more than 25% during
the three month period. While much of this was related
to the drop in oil prices (Mastec has significant exposure
to the Utility market in addition to the Telecom market),
the company also cited a potential slowdown in spending
among wireless carriers.

For the full year, the Engineering and Construction sub
sector was down slightly more than 15%. Sub sector multi-
ples contracted during the year and now stand at 0.4x rev-
enue and 5.8x EBITDA. This also represents a sharp drop
from the 6.3x EBITDA multiple for the sub sector in our

most recent Fall reporting period.
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Telecom Business Services: Public Market Summary

Twelve Month Index Returns
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Sector and Sub Sector Returns
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Source: Capital IQ

Sector and Sub Sector EBITDA Multiples

12/31/2014  12/31/2013

Telecom Business Services 7.4x 7.3x
Distributors and Logistics Services 8.8x 8.1x
Engineering and Construction 5.8x 6.4x
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Summary Comments
M&A

The Telecom Business Services sector concluded the year
with a flurry of M&A activity. The three month period
saw 36 transactions for a total announced transaction dol-
lar volume of nearly $1.6 billion. This represented more
than half of the $2.6 billion in total announced transaction
dollar volume for all of 2014, and brings dollar volume for
the full year to a level comparable to the five year aver-
age. Furthermore, the 36 total transactions bring the total
number of transactions for the year to 145. This means
2014 had the largest number of transactions of any year in
the last five.

Distributors and Logistics Services

Of the 28 transactions in the Distributors and Logistics
Services sub sector we tracked in our Winter reporting
period, the largest was the purchase of retail mobile phone
distributor Glentel by BCE for $570 million. The period
also saw a second sizable transaction with Ingram Micro’s
purchase of after-market support and services company
ANOVO for $240 million. The past three months also
saw two major deals where the dollar value of the transac-
tion was not announced. In the first of these transactions,
leading IT VAR Presidio changed private equity backers in
its purchase by Apollo Global Management. In addition,
Accuvant acquired Fishnet Security in a consolidation play
that creates a $1.5 billion systems integrator focused on the
security market. Finally, we noted that Curvature (formerly
Network Hardware Resale) made its first acquisition in
quite some time with the pickup of CSU Industries, a pro-
vider of multi-vendor hardware support services.

Telecom Business Services: M&A Summary

Engineering and Construction

Despite the poor performance of the publicly traded
companies in the space, it was still a very active period for
M&A activity in the Engineering and Construction sub
sector. Most notably, Tech Mahindra acquired Lightbride
Communications (aka LCC) for $240 million. Lightbridge
is a former publicly traded company in the space that has
seen some ups and downs over its history, but the acqui-
sition by Tech Mahindra would seem to indicate a nice
outcome for the company. The period’s other two large
transactions also involved companies working in the wire-
less space. Mastec acquired the U.S. operations of wireless
tower construction and maintenance firm Westower for
$200 million, while in China Kyland Technology acquired
wireless network planning and design company Beijing
Tuoming Communication Technology for $205 million.
Finally, we noted private equity-backed company S&N
Communications made another acquisition, in this case
wireless infrastructure services provider Tower 16.

Overall 2014 was a strong year for M&A activity in the
Engineering and Construction sub sector. The dollar vol-
ume of announced transactions was the highest since 2010,

while the total number of announced transactions was the
highest since 2008.

Transactions with Multiples

We were fortunate this period to have eight transactions
with announced revenue and/or EBITDA multiples. Five
of these were in the Distributors and Logistics Services
sub sector. Maintel Europe acquired unified communica-
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MEA Summary Comments continued from page 5

tions VAR Proximity Communications for 0.9x revenue

in the highest multiple transaction for the sub sector. On
the low end, Datalink acquired Bear Data for only 0.1x
revenue. In the middle of these two extremes, Ingram
Micro’s acquisition of ANOVO went for 0.6x revenue
while its Armada Computer Systems acquisition was for
0.2x revenue and 5.3x EBITDA. The higher multiple for
ANOVO is consistent with the typical premium we see for
companies with a strong presence in the after-sales support
market. Finally, BCE’s announced acquisition of wireless

Announced Transactions (10/1/14—-12/31/14)

retailer Glentel was done at a 0.4x revenue multiple and a

10.4x EBITDA multiple.

The three transactions in the Engineering and Construc-
tion space all had multiples of right around a half turn of
revenue. Tech Mahindra’s acquisition of Lightbridge Com-
munications and PowerSecure’s acquisition of turnkey data
center design and implementation firm Power Design both
had multiples of 0.6x revenue. Mastec’s Westower acquisi-
tion was for a slightly lower multiple of 0.4x revenue.

. Date Purchase i
Acquiror Target Sector I Price Description
. Distributors & Logistics Distributes information and communications technology products in the
businesscom Televersal Services 12/24/14 NA Netherlands.
- . o .| Distributors & Logistics Information technology, security and telecommunication solutions including
SR st Sl L s Services s it installation and distribution services in France.
. . Distributors & Logistics Visual communications company that is a partner for a number of companies
BCS Global Networks Video Guidance Services 1210114 NA including Acano, Cisco, Polycom and LifeSize.
. ) Distributors & Logistics Information and communications technology services to businesses in
Swisscom Veltigroup Services 12/9/14 NA St
) - Distributors & Logistics Services, sell, and repairs VoIP phone systems and data network cabling
CRSA Computer Rescue | Kingdom Communications Services 12/2114 NA solutions for business customers.
Apollo Global Presidio Distributors & Logistics 19/1/14 NA Collaboration, networking, data center, cloud, security and contact center
Management Services solutions through partnerships with Cisco, EMC and VMware.
. Armada Computer Distributors & Logistics Distributes products such as computers, servers, storage, virtualization, security
Ingram Micro Systems Services 1211714 $53.3 and computer networking in Turkey.
Distributors & Logistics Multi-carrier mobile phone retailer serving consumers and commercial
BCE Glentel Services 11/28/14 $5705 customers in Canada, the U.S. and Australia.
Ingram Micro ANOVO Dlstr!butors & Logistics 11/28/14 $240.0 Aﬂer—sa_les support aqd supply chain mqnagement services for the technology
Services market in Europe, Latin America, and Asia.
. . PT. MSH Niaga Telecom Distributors & Logistics Provides IT hardware, software, solutions and services to businesses in
e Indonesia Services AR NA Indonesia.
Atea Imento Norge Dlstr!butors & Logistics 112114 $6.2 Supplies computer hardware, software and telecom products in the Nordic
Services market.
) Lightbridge Engineering & Wireless and wireline network services and solutions to governments, enterprises
et indre Communications (LCC) Construction 20008 $240.0 and the telecommunications industry.
. Technical Services Engineering & - . .
Vectis Belgium Construction 11/19/14 $26.4 Provides installation services for telecom operators.
) ’ Engineering & Non-emergency routine repairs, maintenance and network upgrade services for
Al gl N RETEEE Construction L b companies in the telecommunications industry.
The ONEXIM Group Swyaznoi Dlstr!butors & Logistics 114314 NA Engages in the sale and distribution of mobile handsets and audio devices in
Services Russia.
National Customer . Distributors & Logistics Supplies information technology and networking hardware equipment and related
Engineering IENTEE e ey RZEEE Services Ll b services including new and refurbished IT equipment.
- Distributors & Logistics IT equipment and solution designs, hardware and software and third-party multi-
Curvature CSU Inaustries Services 1176114 NA vendor hardware support and managed services.
) . Distributors & Logistics Information security solutions and professional services that combine technology,
BRI PRSI Services e ik services, support and training.
. . Distributors & Logistics Provides end-of-life data security, IT and electronic asset disposition and asset
CDI Computer Dealers LifeSpan Recycling Services 11/5/14 NA remarketing services.
) Distributors & Logistics Design, deployment and support of voice, data, video, data center networking,
telent Belgacom (Telindus) Services 17414 NA network applications and UC solutions.
Beijing Tuoming Engineering & Mobile communication network planning, design, optimization, software platform
Kyland Technology Communication . 10/29/14 $205.2 o N i, ’ !
Construction development, training and consulting services.
Technology
Swift Managed Services | Dolphin Communications glstr]butors & Logistics 10/29/14 NA Distributes and installs products from Mitel, Siemens, Hipath, Realitis and ISDX
ervices systems.
. - - Distributors & Logistics Unified communication solutions and IT managed services for SMEs, mid-market
Maintel Europe Proximity Communications Services 10/27/114 $18.7 and enterprise-level organizations,
Systems Maintenance . Distributors & Logistics ) ) . . . .
Sl Careitec S 10/24/14 NA Engages in the service and maintenance of information technology equipment.
Blue Valley Tele- Distributors & Logistics Provides information technology services and products for clients in northeastern
Communications Networks Plus Services 10/20114 NA Kansas.

www.focushankers.com/telecom



Announced Transactions (10/1/14 — 12/31/14) continued

Date

Purchase

Acquiror Target Sector I Price Description
. Distributors & Logistics Provides data center management, storage, virtualization, networking, security
Datalink Bear Data Services 10720714 $18.5 and unified communications solutions.
WesTower L L . . ) )
L Engineering & Services firm focusing on the construction and maintenance of wireless networks
Mastec Commymcaﬂons (us. Construction Rl $200.0 throughout the United States.
Operations)
- Engineering & Wireless infrastructure design, project management, site acquisition, third party
S&N Communications Tower 16 Construction 10/20/14 NA management and construction services.
Canadian Computer Distributors & Logistics Operates an authorized warranty repair center for various equipment
bl U Distributors Services e b manufacturers.
: Engineering & Infrastructure services provider for wireless telecom carriers, tower companies,
Pillsman Partners Squan Construction 10114714 NA neutral host providers and other organizations.
) Engineering & Turnkey electrical infrastructure design, implementation and commissioning
RowerSectire PO DI Construction e $15.0 services to data center owners.
Arrow Electronics Observatory Crest Dlstr!butors & Logistics 10/3/14 NA Dlstrllbuteslproducts including application dellve_zry controllers, firewalls and VPN,
Services mobile device management and network security.
. — Distributors & Logistics Designs, implements, provides, and sells managed services and support for the
ConvergeOne Spanlink Communications i 10/3/14 NA Cisco platform,
Exclusive Networks Sidin g;srt‘;illl:):;ors & Logistics 10/3/14 NA Value-added distributor of IT security solutions in Italy.
) ) Distributors & Logistics Value added reseller providing infrastructure and data protection products and
Bonefish Capital DataSpan Services O b services to businesses in the U.S.
Naxicap Partners Trustteam g;srt‘:illl:):;ors &Logistics 10/1/14 NA Services including the set up, installation and maintenance of IT networks.

Announced Transactions with Revenue Multiples (1 /1/14—12/31/14)

. Date Purchase  Revenue EBITDA i
BELES U SIE Announced Price Multiple Multiple JETEL I
. Armada Computer Distributors & Distributes products such as computers, servers, storage,
Ingram Micro Systems Logistics Services 1271714 $53.3 0.2x 5.3x virtualization, security and computer networking in Turkey.
Distributors & Multi-carrier mobile phone retailer serving consumers and
BCE Glentel Logistics Services 11/28/14 $5705 X LSk commercial customers in Canada, the U.S. and Australia.
' Distributors & After-sales support and supply chain management services for the
Ingram Micro ANOVO Logistics Services 11/28/14 $2400 06x NA technology market in Europe, Latin America, and Asia.
Lightbridge A : L " .
) o Engineering & Wireless and wireline network services and solutions to governments,
jlectianndid g_%'g;“”"'ca““"s Construction 112014 [ $240.0 i i enterprises and the telecommunications industry.
. Proximity Distributors & Unified communication solutions and IT managed services for SMES,
Maintel Europe Communications Logistics Services | 10/27/14 | $18.7 0.9x NA mid-market and enterprise-level organizations.
. Distributors & Provides data center management, storage, virtualization, networking,
DEEL Eeaiuat Logistics Services | 10/20/14 [ $185 B x o security and unified communications solutions.
WesTower Engineering & Services firm focusing on the construction and maintenance of
Mastec Communications ) 10/20/14 $200.0 0.4x NA ; "
N Construction wireless networks throughout the United States.
(U.S. Operations)
. Engineering & Turnkey electrical infrastructure design, implementation and
PR IR D Construction e $15.0 o i commissioning services to data center owners.
Atea Datatech DIStlI'Ib'UtOI'S &. 9/12/14 47 0.8x 41x Informatlpn technology infrastructure solutions for the maritime and
Logistics Services offshore industries.
. ) Distributors & Managed IT solutions and telecoms services to business and
EE DT S ETEETIE] Logistics Services Azl i i B government customers in Central America.
- Distributors & Systems integration, telecommunications integration and related tech
Vinci Imtech ICT Logistics Services 8/26/14 $336.0 0.3x 7.5x support services for businesses and telecoms in Europe.
Distributors & Value added distributor of communications equipment and services in
Sy Mg Logistics Services S $135.3 Ul ik Brazil and throughout Latin America.
) PT Putra Mulia Engineering & Provides telecommunications network services to telecom operators
OCK(nternational | ro1ecommunication | Construction 420n4 | 882 24x NA and solution vendors in Indonesia.
) Engineering & Wireless telecommunication network infrastructure services to mobile
feneAlilonos Clarke Telecom Construction R $28.6 ol H phone operators and third-party network operators.
The Blackstone - . ) . ’ . . .
. Distributors & Strategic consulting services for information security including
Group and Sverica | Accuvant Lagistics Services | o1 1/14 $225.0 0.4x NA malware, software security and vulnerability assessment.
International
Nave L . o . .
ADDvantage - Distributors & Offers refurbished telecommunications and networking equipment
Technologies ggmg;rycanons Logistics Services A il Uez i and consignment and equipment decommissioning services.
) Distributors & - )
Bell-Park 0C Mobile Logistics Services 1/8/14 $7.7 0.1x NA Distributes mobile phones.
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Sub Sector Analysis: Distributors and Logistics Services
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Sub Sector Analysis: Engineering and Construction

Twelve Month Index Returns
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Engineering & Construction Index -15.3% -9.0%
Baran Group -16.2% -6.2%
China Communications Services -24.2% 1.0%
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Engineering & Construction Index 0.4x 0.5x
Baran Group 0.3x 0.3x
China Communications Services 0.2x 0.3x
COMSYS Holdings 0.4x 0.5x
Dycom 0.9x 0.8x
Mastec 0.7x 0.8x
MIRAIT Holdings 0.3x 0.2x
TSS 0.3x 0.2x
WPCS 0.5x 1.1x

EBITDA Multiple Trends

8.0x

6.0x MM‘”W@VA“‘\F

4.0x

2.0x

0.0x

D« Dt b: b« Dc b« b« D: D:

NG %'19\'1-“ @“" AN AN A AN A A At st
0% y2® ¢ 0" (1o T pet g Ty )\‘\ ‘,\;9 se\’ oo\ ‘\o“ oo

Enterprise Value/EBITDA

Source: Capital IQ

www.focushankers.com/telecom Atlanta - Los Angeles - Washington, DC

Company EBITDA Multiples

12/31/2014  12/31/2013

Engineering & Construction Index 5.8x 6.4x
Baran Group 532.0x NM
China Communications Services 4.6x 6.0x
COMSYS Holdings 4.2x 5.3x
Dycom 9.1x 7.2X
Mastec 7.3 7.8x
MIRAIT Holdings 4.7x 4.7x
TSS NM NM
WPCS NM NM
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