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2nd QUARTER ANNOUNCED
MERGERS & ACQUISITIONS

Buyer: HONEYWELL

Seller: EMS TECHNOLOGIES
(NASDAQ:ELMG) is a provider of connectivity
solutions for mobile networking, rugged mobile
computers, and satellite communications. EMS is
headquartered in Norcross, Georgia and has 1,160
employees with 2010 revenue of $355 million.
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Buyer: BAIN CAPITAL & HELLMAN &
FRIEDMAN

Seller: EQT PARTNERS AB sells Swedish
company SECURITAS DIRECT. 2010 revenues
were $854 million. The company provides a full
range of security services, from alarm to response.
*hkkkkhkhhkhkhkhhkhkhkhkhkhkhkhhkhhhhkhhhhkhhhhkhhhhhihhxk
Buyer: PIXIM, INC. is a provider of imaging
chips for security enterprise cameras.

Seller: ADVANSENSE TECHNOLOGIES,
LTD. is a developer of next generation CMOS
image sensor technology. The company is
headquartered in Ra’anana, Israel.
*hkkkkhhkkhkkhhkhkhkhhkhhhhkhhhhkhhhhkhhhhkhihhhihhixkx
Buyer: STANLEY BLACK & DECKER
(NYSE:SWK)

Seller: NISCAYAH is a Swedish commercial
security and monitoring company. Their 2011
revenue is estimated at $1 billion.

Buyer: ORACLE (NASDAQ:ORCL)

Seller: PILLAR DATA SYSTEMS is
headquartered in San Jose, CA with 325
employees. Majority-owned by Oracle’s CEO,
Larry Ellison, the company’s storage systems
solutions can be applied to the video surveillance
area.

Buyer: GUARDIAN ALARM COMPANY is a
provider of security monitoring and alarm system
management services.

Seller: CINCINNATI BELL (NYSE: CBB) sold
off its COMPLETE PROTECTION security
monitoring business. They will continue to offer
the services through a marketing agreement with
Guardian.

Buyer: TYCO INTERNATIONAL (NYSE:TYC)

Seller: CHEMGUARD, INC. is a provider of fire
suppression products and specialty chemicals. The
company is based in Mansfield, Texas.

Buyer: RICHMOND ALARM is an electronic
security systems provider.

Seller: MULTRA-GUARD is a full service
security company based in Norfolk, Virginia. It
has approximately 12 employees and is family-
owned.

Buyer: BENDIX COMMERCIAL VEHICLE
SYSTEMS, LLC (MEMBER OF KNORR-
BREMSE GROUP) develops and supplies leading
-edge active safety technologies, air brake charging
and control systems for commercial vehicles.

Seller: ITERIS, INC. (NYSE:ITI) sold its Vehicle
Sensor Business. lteris offers a broad range of
Intelligent Transportation Systems.

Buyer: CACI (NYSE:CACI) provides professional
services and IT solutions in the areas of defense,
intelligence, homeland security and IT
modernization and government transformation.

Seller: PARADIGM HOLDINGS, INC.
specializes in comprehensive information
assurance solutions involving cybersecurity and
forensics as well as continuity of operations and
disaster recovery planning. Headquartered in
Rockville, Maryland they have approximately 185
employees.

Buyer: SAFRAN (PARIS:SAF.PA) is a French
aerospace and defense company.

Seller: L-1 IDENTITY SOLUTIONS
(NYSE:ID) is based in Connecticut and generated
sales of more than $450 million in 2010. The
company'’s face recognition software products are
used by border security agencies and financial
institutions.

Buyer: STANLEY CANADA CORPORATION
is a subsidiary of STANLEY BLACK &
DECKER (NYSE:SWK).

Seller: MICROTEC SECURITY SYSTEMS is a
residential alarm company. The company is
headquartered in Alberta, Canada.

Buyer: BIO-KEY INTERNATIONAL, INC.
(OTCBB:BKYI1.0B) is a provider of finger
biometric identification technology solutions.

Seller: S.1.C. BIOMETRICS is a manufacturer of
biometric plug-in mobile fingerprint scanners and
proximity cards and access control solutions. The
company is headquartered in Quebec, Canada.

Buyer: XTRALLIS is a global provider of early
fire, gas, and security threat detection solutions.

Seller: HEITEL DIGITAL VIDEO GMBH is a
developer, manufacturer and distributor of
hardware and software solutions for video
intervention and remote monitoring. The company
is headquartered in Germany.

Buyer: NORTH AMERICAN VIDEO is a
provider of security systems integration technology
and services.

Seller: NEXUS TECHNOLOGIES is a
subsidiary of HOMELAND SECURITY
CAPITAL CORPORATION
(OTCBB:HOMS.OB). Headquartered in
Hawthorne, NY, Nexus provides integrated
security solutions for the corporate and government
security markets.
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Sokoloff & Co. Interviews Jim
Coleman of Generation3 Capital

This quarter Sokoloff & Company decided to
get a viewpoint on the security industry from
private equity player Generation3 Capital. The
firm specializes in recapitalizations, buyouts
and growth capital in security, automatic
identification and data capture and collection,
life safety and custom electronics as well as
other sensing and control industries. Having
worked as both an entrepreneur and a
corporate development executive in the
security arena, Jim Coleman, Principal
of Generation3, offers a unique
perspective.

Tell us about Generation3’s entrance
into the PE world.

Generation3 was founded in the fall of
2008. | started the fund after having
spent 30 years building companies
from the ground up and growing them
both organically and through strategic
acquisitions. | had experience in the
full range of exit strategies having sold
our businesses to large and small PE
firms and public entities.

Prior to starting Generation3 Capital, |
ran Honeywell Security’s M&A group.
That was a tremendous learning
experience for me. Honeywell’s
process is extremely well thought out
and disciplined. The work of the M&A
group didn’t just end with closing the
transaction - we were required to
develop and execute an integration
plan. Being tasked with determining
what kind of company would fit best
into the existing business added an
extra level of responsibility.

| came away with the belief that while

and closed our Fund in Sept 2008.

What makes Generation3 different than other
PE firms?

Our approach is unique in that our partners
have extensive business experience.

Up until forming Generation3 Capital our
people had spent their entire careers in
manufacturing, marketing, sales, finance, and
other departments in small, medium, and large
companies. Bill Vranek was CFO of Coleman
Cable and oversaw the growth of that business
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“We chose Security because that is the market
we know best. ”

Automation to HDMI cables for the business.

This makes us different. Because of our
extensive experience, we are able to embed
our people into the acquired companies where
needed. Most small businesses are strong in a
certain area (engineering for example); we add
strength to areas of weakness that allows
them to grow and become more profitable.
Our contacts bring opportunities that they
most likely would not have had otherwise and
we allow management to focus on what they
do well while wrapping the missing
skills sets around the business as
needed.

Why has Generation3 chosen to
invest in security businesses?
What is appealing about the
industry?

We chose Security because that is
the market we know best.
Coleman Cable’s Signal Cable unit
and Genesis Cable Systems are the
leading cable producers for the
Security Industry. Wire and cable is
a ubiquitous part of virtually all
security products, systems and
installations. This not only gave us
a great understanding of all facets
of the Security Industry but it also
fostered great relationships and
contacts.

In addition, the Security Industry
has been a steady solid growth
market for the last 3 decades.
Lastly, there is a convergence of
other products and markets that
are poised for tremendous
growth, including Energy
Management, Lighting Control,

large companies can certainly acquire
businesses of any size, it is far more efficient
for them to focus on larger businesses that
can “move the needle” for the company and
stand up better to the integration process.

I left Honeywell in July 2007 and began looking
for companies to acquire. Shortly thereafter |
brought in my son-in-law, Brandon Nagler, as
my partner. He was able to lead our search
efforts, generate deal flow, handle contracts,
develop deal structures and essentially bring
private equity skill sets to the business.

Next we determined that the structure of a PE
firm best suited our goals. We closed our first
acquisition in May 2008 (RMS Technologies)

from approx. $20M to over $200M when he
left to join startup Genesis Cable Systems as
part owner, CFO/COO. Ultimately Honeywell
acquired Genesis Cable Systems and Bill stayed
on in Operations where he managed the cable
business as well as building a new factory in
Juarez, Mexico. Bill joined Generation3 as a
founding partner.

David Coleman started in Sales at Genesis
Cable but soon after the acquisition by
Honeywell he was moved into marketing of
Custom Electronic product lines. He eventually
became Business Leader of the Custom
Electronic group after developing
complementary product lines from Home

Home Automation, Life Safety and
a myriad of other areas that are adjacent to
and coupled with Security.

What does the company look for when
investing in a security business? How many
businesses do you look at in a year?

Our ideal acquisition candidate has sales
between $2-20M, is cash flow positive, and has
ownership that is willing to stay on and roll
back some of the purchase price to maintain
some ongoing equity (10-30%).

We probably look at 3-5 businesses per week

“... the Security Industry has been a steady

solid growth market for the last 3 decades.”




(200 per year). That would be a cursory read.

Of those, we probably schedule meetings with

an average of two per month (24 per year).
How do you find businesses and how do you
suggest businesses reach out to you if they

feel they are a candidate for investment?

We get deal flow from brokers, trade shows,

seminars and other companies in the industry.

Also, we are a small firm so reaching out to us
puts the caller in direct contact with a
Principal of the firm.

How does your firm value

transparent fashion as we want both input
and buy-in from management. By doing
this, we get off to a strong start and don’t
run into obstacles or unexpected resistance
to the changes that are intended to take
place. This is a great way to complete our
due diligence as it allows us to work with
management and understand their
strengths, weaknesses, and their
willingness to make changes. It also is
important to get feedback on our ideas to

Jim Coleman
Principal

Jim Coleman has over
30 years of entrepre-
neurial, operational
and M&A experience in the security arena.
The founder of Genesis Cable, he sold the
company to Honeywell in 2004 and went on
to be their global head of business develop-
ment before starting Generation3 Capital.

see where they may be flawed.

and Avrio which we merged (Wireless

Once we close, we work the plan. Members of Security System Integrators for Wide Area

Outdoor Video Surveillance), EZ Watch

security businesses?

There are no strict cookie cutter
valuation rules. What goes into
our valuation is the trajectory
of revenues and earnings,
market potential, sustainability
of earning streams and
strength of the management
team. Management’s
willingness to maintain some
ownership is also a positive sign
as an investor.
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What trends do you see in the
security industry and what do
you believe are the hot areas
to invest in?

As | mentioned earlier, there is
a convergence of markets and
products in both residential and
commercial settings. This
convergence is both a risk and
an opportunity for those in the
Security Industry. All of the
competitors in Energy
Management, Home
Automation, even Cable TV can
become serious players in the
security business. On the other

communications solved.
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(ecommerce business which designs and
sells video surveillance systems for small
commercial businesses), and most recently,
Fluidmesh which is a manufacturer of
wireless products for security, video
surveillance, condition monitoring and data
communication in large at risk areas.

All of the business are growing well and are
positioned well for the future. We will
likely make one more acquisition before our
fund is fully invested.

What do you find most enjoyable about
working in the investment world?

| like having the ability to be opportunistic
and take advantage of new trends and
markets.

Investing allows you to see the whole
spectrum of opportunities and put your
money where you see the most dynamic
opportunities.

Contact
Sokoloff & Company

Please contact Bernie Walko,
Managing Director
for a confidential consultation

hand security businesses can

expand their offerings to include these
adjacent markets/technologies and grow
horizontally if they are willing to develop
products or acquire capabilities outside of
their immediate comfort zone.

How do you work with newly acquired
companies? How do you help them to grow
and succeed?

It is very hands on. A plan is developed with
management during the due diligence
process. Itis prepared in a completely

“All of the competitors in Energy Manage-
ment, Home Automation, even Cable TV can
become serious players in the
security business.”

our team will embed where necessary to
execute the programs we are putting in place.
Each company is different but if the company
needs more robust accounting systems, cost
systems or business development, etc., the
appropriate person from our firm will rotate
into that company and act as a member of the
portfolio companies’ team.

Tell us some of your most successful
investments and why you believe they were
so successful.

We are just in our 3" year so it may be early
to judge which investment will be the most

successful. We have made 4 acquisitions. RMS

about your company’s merger
and acquisition needs.
818-547-4500
bwalko@sokoloffco.com

Do you receive our free weekly e-mail
Security Newsletter Update? If not, please
adjust your spam filter or sign up easily

on-line at www.sokoloffco.com.

While at our website, surf around.
There’s plenty of useful information,
including our archive of newsletters
tracking historical industry performance.

“Always do right. This will gratify
some people and astonish the rest.”
- Mark Twain (1901)
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