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BUSINESS SERVICES 2H21: WHAT TO KNOW

O They may not get the attention of high-profile high tech sector
acquisitions, but the necessary skilled-trade service businesses —
including HVAC, electrical, and plumbing — are getting attention.

Q Judging from activity throughout 2021, we believe 2022 could be
a busy year for rollups focusing on established businesses that
come fully stocked with a highly skilled team of field service
technicians.

O The focus on tradespeople is changing as companies and regions
offer relocation services and hiring bonuses for those willing to
switch teams.

Overlooked No More: The Trades

Companies large and small, backed into a corner by an ongoing labor
shortage, can always raise wages to attract warm bodies. Amazon last
year raised its minimum for warehouse workers to $18 an hour. Walmart
moved its minimum to $12. Costco, $16. Chipotle, $18. All well above the
federal minimum wage of $7.25 an hour as the national unemployment
rate slid under 3.9% as 2021 ended.’2

But there is a labor-intensive, service business sector where workers can't
simply be hired out of thin air: skilled vocational trades. It can take, on
average, six to 10 years to become a master plumber, including
apprenticeships and journeyman status. Becoming a master electrician
can take six to eight years. Becoming a qualified, certified trade
professional takes time.3#4

When you need a plumber, HVAC service, or an electrician, you need a
plumber, HVAC service, or an electrician. There aren’t ways around these
essential, high-skill services. Builders and homeowners need these
services, and employers are stalking the same pool for the same skilled
workers.

More than half of the contractors surveyed by the U.S. Chamber of
Commerce for the 2021 year-end Commercial Construction Index
reported difficulty hiring skilled labor in the trades and 45% said the
shortage of skilled workers caused them to turn down jobs.> Whether it's
electricians, plumbers, or carpenters, the story is the same. Skilled workers
are in demand.®

If companies can't hire, acquire. We believe we're watching the initial
stages of a coming wave of consolidation in the skilled trades, including
plumbing, HVAC, and electrical. The move to more efficient home energy
solutions alone are driving the HVAC sector at a nearly 10% Compound
Annual Growth Rate (CAGR) expected to push U.S. market value to $36
billion by 2035 and spur a 13% increase in demand for skilled installers
and mechanics.” Already, we're seeing activity from existing companies
and interest from private equity acquiring established companies stocked
with a team of trained labor.8

The information contained herein is based on sources we believe reliable but is not guaranteed by us and is not to be considered all-inclusive. It is not

to be construed as an offer or consultation of an offer to sell or buy any securities.
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Recruiting, Bonuses, and Relocation

As firms scramble to fill an anticipated 430,000 skilled labor positions in the coming year, hiring has emerged to a
"bidding war” level for the best workers. Bonuses, a renewed focus on company culture, workplace enhancements
typically considered white collar such as meals and fitness packages, and even relocation offers for skilled tradespeople
are becoming the norm.10.1"

The shortage of skilled tradespeople has been exacerbated by a pandemic-driven boom in home improvement projects,
a housing shortage, and Baby Boomers aging out of the trades workforce.12.13.18

Some operations are so desperate for workers, they're combining bonuses with relocation assistance in an attempt to
lure skilled workers away from their current location — an enticement once associated with high-level white-collar
workers. 141516

In Canada, the eastern province of Nova Scotia in 2021 launched a recruitment program for skilled tradespeople,
including income tax breaks for those willing to relocate. The province launched a national advertising campaign as the
province's minister of labor admitted, “We are unabashedly asking for workers in the trades and in healthcare to make
Nova Scotia their home.”1’

For investors and larger companies, acquiring an operation already staffed with skilled tradespeople is increasingly
attractive.

Mergers & Acquisitions

As the trades environment becomes more competitive and contractors find they can pass higher labor costs on to
consumers where lower-skilled sectors cannot, we're watching for a spike in M&A activity. Some players are moving
aggressively.18

O Coolsys, parent company over a hefty stable of HVAC and refrigeration companies and backed by Ares Management,
moved hard throughout 2021 reporting five acquisitions. The company reports it is aiming for a $2 billion valuation by
next year and is in the market to acquire 20-30 businesses in the next five years. In November, the company wrapped
up a busy year with the acquisition of Triangle Refrigeration, a 50-year-old Pennsylvania-based HVAC and plumbing
company with operations in four states. Coolsys in 2021 also acquired: T&O Refrigeration, a Georgia-based firm
operating in three states; TRS-SESCO of North Carolina; Duquette Refrigeration of Massachusetts; and C.E. Holt
Refrigeration with operations in the Carolinas. Coolsys announced its aggressive growth strategy in 2021 when it
acquired four operations. The company reports it is interested in companies with a $10 million valuation and above.™

QO In July, Reedy Industries, a leader in commercial and industrial HVAC, plumbing, and building controls services
announced it had acquired CS3, adding its mechanical, HVAC, and building controls services and expanding Reedy’s
coverage in the Southeast. Reedy was active throughout 2021 with 11 acquisitions across the country.?°

0 HEPACO, a major provider of environmental and emergency response services backed by Gryphon Investors, marked
its sixth acquisition since 2017 in January when it acquired the Field Services Division of Summit Environmental. The
Field Services Division acquired by HEPACO specializes in emergency response, industrial services, and waste
management. The combined company will have 750 employees at 46 locations.?'
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A Look Ahead: Backlog Bonanza

There should be no shortage of demand for a shrinking workforce of skilled tradespeople in the coming years, and the
numbers tell us specialty service providers in HVAC, plumbing, electrical and other skilled trades should remain in
demand. As 2021 ended, the backlog of authorized homes that had yet to break ground was up 45% over 2020. Labor
shortages are among the biggest factors holding back construction. Completion rates for multifamily homes have also
lagged.?? The outlook for commercial real estate services is equally interesting as firms look to repurpose office space
and update facilities to be more environmentally friendly.?

By one estimate, there are nearly 129,000 plumbing businesses of all sizes in the U.S., some 224,000 electrician
businesses, and more than 118,000 HVAC businesses. That leaves a lot of room for activity, and in none of those sectors
is there a single company with more than 5% national market share, according to IBISWorld analysts. We anticipate an
interesting year of M&A activity in the less-than-glamorous but highly in-demand skilled trade services sector.2425.26
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TRANSACTIONS BY SEGMENT TRANSACTIONS BY TYPE
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TRANSACTION ACTIVITY

Amount TEV/ TEV/

Date Target Buyer(s) Segment ($ in Mil) Rev EBITDA
12/15/21 24 Seven Glendower Capital, Pantheon Ventures  Human Resources - - -
/14121 Terminix Global Holdings Rentokil Initial Facility and Industrial Services 6,700.00 3.3x 20.7x
12/14/21 R.R.Donnelley & Sons Chatham Asset Management Marketing Services 2,300.00 0.5x 6.6x
/121 M eredith Dotdash M arketing Services 2,700.00 0.9x 3.7x
2/121 Blumling & Gusky McNees Wallace & Nurick Consulting & Professional Services

PwC (global mobility taxand immigration

o/ e business )

Clayton, Dubilier & Rice Consulting & Professional Services 2,200.00

If You Are a Business Owner Looking for Additional Transaction Activity
Within Your Industry, Please Call Our Offices at 720.221.9220.

Source: PitchBook Financial Data and Analytics
Note: This data represents recorded transactions only, and is not all-inclusive. Nevertheless, they are typically representative of the industry.

SDR‘/entures 720.221.9220 | SDRVENTURES.COM ;

Investment Banking and Securities Offered Through SDR Capital Markets, LLC, Member FINRA and SIPC.



http://sdrventures.com/

2H 2021 | VOL 9 | ISSUE 2

O BUSINESS SERVICES REPORT

ACTIVE BUYERS
MOST ACTIVE STRATEGIC BUYERS
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Note: This data represents recorded transactions only, and is not all-inclusive. Nevertheless, they are typically representative of the industry.

SDR\/entures 720.221.9220 | SDRVENTURES.COM .

Investment Banking and Securities Offered Through SDR Capital Markets, LLC, Member FINRA and SIPC.

WARBURG PiNcUs D= B

=7\
ENTERPRISES >

Metro Sweeping Services

SECURITY’



http://sdrventures.com/

2H 2021 | VOL 9 | ISSUE 2

BUSINESS SERVICES REPORT

PUBLIC BASKET
BUSINESS SERVICES SEGMENTS VS. S&P 500
Segment Market Cap Performance — Trailing 12 Months
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EDUCATION AND TRAINING

Market Stats rating Stats LTM Multiples NTM Multiples
%of 52 Est. TEV/ TEV/

NS bicos) T, D, ek Reveme STON TRM TRV Pied
9 9 High Growth 9 Revenue EBITDA

(107%)  663%  46% 20.6%

Company Name Symbol

Pearson $ 6263 $ 828 (154%)

John Wiley & Sons JWA 3,177 57.27 9.5% 25.4% 86.7% 3.6% 20.7% 2.1x 10.1x 24.3x 2.0x 10.0x
Graham Holdings GHC 3,119 629.83 54% 18.1% 919% 10.0% 29.5% 11x 3.2x 6.3x 10x NM

Stride (Educational Software) LRN 1425 3333 (6.7%) 57.0% 86.8% 4.2% 10.7% 1x 10.7x 26.2x 11x 6.6x
Strategic Education STRA 1423 57.84 (19.6%) (39.3%) 59.8% (16%) 15.1% 13x 8.5x 36.8x 13x 6.1x

Perdoceo Education PRDO 824 176 85% (6.9%) 83.7% 2.9% 23.6% 0.6x 2.4x 7.5x 0.5x 2.3x
Zovio Solutions ZVO 42 127 (4700 (732%) 17.3% (88%) (223%) 02x NM NM 0.2x 10.4X
Gasporox GPX 1 132 1550%  (298%)  615% NM (204%)  6.7x NM NM NM NM

Segment Average (6.3%) (7.4%) 69.3% 2.1% 9.7% 1.8x 7.2% 19.6x 11x 7.3%
Segment Median (0.6%) (8.8%) 75.0% 3.6% 17.9% 1.2x 8.3x 20.5x 1.1x 7.6x
BUSINESS PROCESS OUTSOURCING

Market Stats Operating Stats LTM Multiples NTM Multiples

%of 52 Est. " TEV/ TEV/
M(z—;rli(::wcila)ap Price (3) LTM Week  Revenue EBITDA TEV/ TEV/ Price/ INEY INEY

Company Name i
Change Margin  Rev. EBITDA  EPS . e EBITDA

High Growth

Cognizant Technology Solutions CTSH $ 46600 $ 8872 17.9% 8.3% 98.5% 2.7% 17.3% 2.6x 14.8x 25.0x 2.3x

TTEC TTEC 4,255 90.55 (4.4%) 24.2% 79.9% 1.3% 14.4% 2.3x 15.9x 274X 2.1x 13.0x
Unisys uIS 1381 2057 (20.9%) 45% 719% 2.6% (46%)  0.7x NM NM 0.6x 3.5x
StarTek SRT 213 522 (16.5%) (30.6%) 53.3% 2.2% 7.8% 0.6x 8.1x NM 0.6x 5.9x
Segment Average (6.0%) 16% 75.9% 7.2% 6.2% 15x  12.9x 26.2x 14x 8.7x
Segment Median (10.5%) 6.4% 75.9% 7.0% 11.1% 1.5x 14.8x 26.2x 14x 9.1x

Source: PitchBook Financial Data and Analytics
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Market Stats

Operating Stats LTM Multiples NTM Multiples
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MarketCap _ LTM %of52  BSL - pna tEvi TEW Pricet BV =Yy
SOMPENE7 NETE ($ inMil) PR E) Change Wgek RIS Margin Rev EBITDA EPS UL MUY
High Growth Revenue EBITDA
Waste M anagement WM $ 69817 $ 166.90 14% 415% 99.3% 9.7% 26.3% 4.8x 18.2x 40.5x 4.4x 15.3x
Cintas CTAS 45,827 4437 144% 25.4% 96.0% 9.3% 25.0% 6.5x 26.1x 414x 6.1x 24.3x
Republic Services RSG 44,219 13945 155% 44 8% 95.5% 10.0% 27.2% 4.9x 18.1x 36.8x 4.5x 14.7x
Waste Connections WCN 35,502 136.27 8.1% 32.9% 98.2% 13.8% 28.3% 6.8x 24.0x 614x 6.0x 18.9x
United Rentals URI 24,056 33229 (7.2%) 43.3% 80.1% 16.4% 43.1% 3.7x 8.7x 20.1x 3.2x 7.0x
Iron M ountain (US) IRM 155,152 5233 19.0% 77.5% 98.5% 6.2% 42.3% 6.0x 19.7x 23.8x 5.7x 15.3x
Cleveland-Cliffs CVA 10,887 2082 4.9% 50.9% 79.7% NM 22.3% 10x 4.1x 5.4x NM NM
Aramark ARMK 9,451 36.85 3.0% (4.2%) 85.5% 28.2% 6.7% 14x 20.5x NM 11x 12.2x
Stericycle SRCL 5479 59.64 (13.8%) (14.0%) 74.6% 4.4% 14.3% 2.8x 19.7x 142.0x 2.7x 15.4x
Clean Harbors CLH 5429 99.77 (7.1%) 311% 83.9% 27.7% 17.6% 18x 10.5x 28.3x 14x 8.4x
Casella Waste Systems CWST 4,390 8542 10.2% 37.9% 95.1% 155.1% 212% 5.9x 28.5x 45.0x 5.1x 213x
Unifirst UNF 3,970 21040  (15%) (0.6%) 813% 8.5% 16.4% 19x n7x 26.5x 18x NM
ABM Industries ABM 2,750 40.85 (13.0%) 8.0% 73.6% 212% 4.8% 0.6x 12.5x 22.0x 0.5x 7.9x
H&E Equipment Services HEES 1600 4427 234% 48.5% 87.3% (3.1%) 29.6% 2.5x 8.0x 46.6X 2.4x NM
Fidelity Special Values FSV 1280 407 46% 22.6% 94.2% NM NM 2.6x NM 2.7x NM NM
US Ecology ECOL 1007 3194  (3.2%) (12.1%) 69.9% 6.8% 3.7% 18x 48.1x NM 17x 9.9x
SP+ SP 655 2822 (10.6%) (2.1%) 769%  (392%)  7.0% 12x 16.5x 25.9x 19x 11X
Segment Average 3.4% 25.4% 86.4% 9.0% 21.0% 3.3x 18.4x 37.9x 3.2x 14.0x
Segment Median 4.6% 311% 85.5% 9.7% 21.8% 2.6x 18.1x 28.3x 2.7x 14.7x

HUMAN RESOURCES

Market Stats

Operating Stats LTM Multiples NTM Multiples

MarketCap _ . LTM™ yio  %ofS2 BSL o opupa e TEVW Pricer BV TEV
Company Name Symbol = imiy  Frice®) Chmmge  Ceas  REWIR Toooe Ry mmma  Epe e AU
High Growth Revenue EBITDA
Automatic Data Processing ADP $ 103905 $ 24658 22.1% 39.9% 99.0% 8.4% 26.3% 6.9x 26.2x 39.0x 6.3x 24.5x
Robert Half International RHI 12,416 ms52  7.9% 78.5% 92.3% 14.8% 12.8% 2.0x 15.7x 23.8x 18x 12.9x
ASGN ASGN 6,429 12340 64% 47.7% 94.2% 0.8% 10.4% 17x 16.0x 29.9x 16x 13.3x
TriNet Group TNET 6,263 9526  (13%) 18.2% 87.1% (73.2%) 1% 14x 12.6x 218x 5.2x 12.5x
ManpowerGroup MAN 5,279 97.33 (12.6%) 7.9% 77.8% 8.0% 3.1% 0.2x 7.9x 15.7x 0.2x 5.7x
Insperity NSP 4,547 8.1  2.3% 45.1% 913% 18.4% 4.3% 0.9x 22.2x 38.7x 0.8x 14.5x
Upwork UPWK 4,380 3416 (28.9%) (10%) 53.0% 316% (36%)  9.0x NM NM 6.9x NM
Korn Ferry KFY 4,121 75.73 12% 74.1% 89.4% 17.3% 20.1% 17x 8.6x 15.5x 15x 7.7x
5Job JOBS 3,300 48.93 (28.0%) (30.1%) 619% 5.9% NM 2.7x 10.5x 34.7x 2.6x NM
Kforce KFRC 1612 7522 222% 78.7% 92.3% 6.9% 6.8% 1x 15.6x 219x 10x 2.
TrueBlue TBI 982 2767 (3.2%) 48.0% 84.1% 12.2% 4.1% 0.5x 11.9x 20.3x 0.4x 9.1x
Heidrick & Struggles International HSII 857 4373  (6.1%) 48.8% 87.4% 0.1% 13.9% 0.7x 4.8x 1B.4x 0.6x 4.7x
Kelly Services KELYA 661 677 (B2%)  (1B5%)  62.2% 8.0% 3.6% 0.1 4.0x 6.2X 0.1 5.7x
ShiftPixy PIXY 34 117 8.3% (53.0%) 24.9% NM (115.1%) 3.4x NM NM NM NM
Segment Average (1.6%) 27.5% 78.4% 5.5% (0.2%) 2.3x 13.0x 23.4x 2.2x 11.2x
Segment Median (0.1%) 42.5% 87.2% 8.4% 6.8% 16x 12.3x 21.9x 15x 12.1x

MARKETING SERVICES

Company Name

M arket Cap
($in Mil)

Market Stats

Price ($)

LTM

Change

YTD
Change

%of 52
Week
High

Operating Stats LTM Multiples NTM Multiples

Est.
Revenue
Growth

EBITDA
Margin

TEV/
Rev

TEV/
EBITDA

Price/
EPS

TEV/
NTM

TEV/
NTM

Revenue EBITDA

WP P 12.9% 38.6% 98.5% (12.7%) 12.9%

Publicis Groupe PUB 16,712 67.03 (0.1%) 33.7% 96.0% (6.6%) 20.7% 16x 7.8x 16.2x 17x 7.2x

Omnicom Group OoMC 15574 7327  (12%) 17.5% 84.8% 0.9% 16.9% 13x 7.6x 14x 13x 7.6x

The Interpublic Group of Companies IPG 14,746 3745  (10%) 59.2% 95.2% (4.3%) 14.2% 18x 12.6x 212x 19x 9.7x

OUTFRONT M edia ouT 3,905 2682  4.9% 37.1% 92.5% 28.1% 17.6% 5.9x 37.8x NM 4.6x 17.6x
Segment Average 3.1% 37.2% 93.4% 0.9% 16.5% 2.4x 16.5x 16.2x 2.2x 10.1x
Segment Median (0.1%) 37.1% 95.2% (4.3%) 16.9% 16x 12.6x 16.2x 17x 8.2x

Source: PitchBook Financial Data and Analytics
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Operating Stats LTM Multiples NTM Multiples

Est.
Revenue
Growth

EBITDA
Margin

iav
Rev

TEV/
EBITDA

Price/
EPS

TEV/
NTM
Revenue

TEV/
NTM
EBITDA

Houlihan Lokey HLI $ 7071 $ 10352 10.8% 54.0% 86.3% 15.5% 29.7% 3.2x 10.9x 17.1x 2.8x NM

Exponent EXPO 6,083 16.73  19% 29.7% 915% 2.2% 28.6% 12.8x 44.8x 60.5x 12.5x 37.4x
FTIConsulting FCN 5,261 15342 1BB2% 37.3% 98.5% 5.6% 13.7% 2.0x 14.6x 215x 19x 13.7x
CBIZ CBZ 2,038 392 1B3% 47.0% 96.3% 22.7% 12.5% 2.2X 17.9x 25.9x 18x 13.3x
ICF International ICFI 1936 10255 1B.1% 38.0% 94.8% 4.3% 9.% 15x 16.1x 27.2x 14x 13.7x
Huron Consulting Group HURN 1094 4990 (4.9%) (15.4%) 80.5% 1.3% 7.2% 16x 22.5x 42.3x 15x 12.6x
Resources Connection RGP 580 784 12% 419% 918% 219% 7.0% 0.9x 12.5x 16.2x 0.7x 6.1x

Segment Average 9.1% 33.2% 914% 11.9% 15.4% 3.5x 19.9x 30.1x 3.2x 16.2x
Segment Median 11.2% 38.0% 91.8% 11.3% 12.5%  2.0x 16.1x 25.9x 1.8x 13.5x

Source: PitchBook Financial Data and Analytics
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U.S. M&A ACTIVITY SNAPSHOT
OVERALL U.S. M&A ACTIVITY
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LOWER MIDDLE MARKET PRIVATE EQUITY TRANSACTION MULTIPLES
EBITDA Multiples By Transaction Size
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COMPREHENSIVE BUSINESS SERVICES CONTACT US
EXPERTISE

Our robust experience in the Business Services Industry makes us an ideal fit to
help identify and execute the right M&A options for your business. Through
long- or short-term advisory, buy-side analysis, sell-side execution or private
capital formation, we can help you maximize the potential of your company
and take advantage of the many opportunities that this industry has to offer.

Andy Limes
Co-Founder

Business Services Team
720.221.9220
alimes@sdrventures.com

Scott Mitchell

Managing Director
Business Services Team
720.221.9220
smitchell@sdrventures.com

Our Business Services investment banking expertise includes the following
segments:

O Education and Training Marketing Services

Morgan Hoffman

Senior Analyst

Business Services Team
720.221.9220
mlhoffman@sdrventures.com

Business Process Outsourcing Specialty Consulting

Professional Services

0O0o0Oo

a
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a

Human Resources Commercial Services

SELECT TRANSACTION EXPERIENCE
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