
Value Proposition – Businesses are challenged by supporting thousands of

users across multiple networks and increased demand from hosted software

applications while also transitioning to the next generation of technology. Many

enterprises are not able to afford this support and transition, making them prime

candidates for managed services that minimize capital cost and investment in IT

staff. The managed offerings that a Managed Service Provider (MSP) may

deliver include broadband access, hosting, network management, security,

unified communication and applications. A 100-employee business could save

an estimated 51% with a hosted IT infrastructure service versus a DIY approach.

(Sources: Insight Research, Forrester Research, Stratecast Research).

Capital Market Summary – Despite the economic slowdown and tightness in

the enterprise, governmental and SMB segments, the managed hosting and

service provider sector has continued to grow. MSPs have reported stronger

pipelines largely as a result of increased utilization of their solutions by

businesses looking to more efficiently manage IT spending during the economic

downturn. In particular, SMBs are expected to increase managed services

spending to $14.3 billion in 2009 (+9.2% from 2008) and to $15.7 billion in 2010

(+9.6% from expected 2009). As a result, private equity firms remain active

investors in the MSP sector given the stickiness of the business and revenue

models. Recent capital investments in companies such as Horizon Data Center

Solutions, Care Factor, CyrusOne, SecureWorks, and Peak 10 represent

continued votes of confidence in the MSP market. (Sources: Techaisle,

Forrester Research, MSPMentor.net).

M&A Market Summary – Multiple forces drive M&A activity in the MSP market

including peer consolidation, ROI potential for private equity and VAR interest.

As MSPs rush to offer the most comprehensive set of services, large corporate

buyers make platform and expansion acquisitions, and early-stage investors look

to cash-out. In particular, the highly fragmented nature of the MSP software

sector sets the stage for potential consolidation. (Sources: MSPMentor.net).
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“Fueled by a global economic recession and rapidly

evolving technologies, the market for IT managed

services is poised to explode during the next 24 to

30 months.” SearchCIO.com , Nov 2008

Date Seller Buyer / Investor $m Rev

22-Dec-09 1Vault Netw orks Peak 10 NA -

21-Dec-09 Synetrix Holdings Limited Capita Group plc 120.5 1.8x

14-Dec-09 7ticks, LLC Interactive Data Corporation 30.0 2.8x

9-Dec-09 MSP Services Netw ork (rumored) High Street Technology Ventures NA -

9-Dec-09 Care Factor Computer Services, Inc. Sverica International NA -

8-Dec-09 DNS Limited SecureWorks, Inc. NA -

25-Nov-09 Horizon Data Center Solutions Ballast Point Ventures 7.5 -

25-Nov-09 SupportSpace, Ltd. Emergence Capital, BRM Group 10.0 -

13-Oct-09 ABS Netw ork Solutions Ltd. Capita Group plc 23.7 -

1-Oct-09 TecWatch ClearPointe NA -

30-Sep-09 Softlayer Technologies, Inc. Investor Group 20.0 -

4-Aug-09 BorderWare Technologies WatchGuard Technologies NA -

24-Jul-09 SecureWorks, Inc. BNY Mellon, Noro-Moseley, et al 31.5 -

14-Jul-09 Peak 10 McCarthy Capital NA -

8-Jul-09 Aplus.net assets; MerchEngines Deluxe Corp. / Hostopia.com 30.0 -

9-Jun-09 Carillion IT Services Ltd. Capita Group PLC 58.6 -

3-Jun-09 Areti Internet Limited Alentus Corporation NA -

1-Jun-09 Cervalis, LLC Capital Source 48.0 -

28-May-09 FiberNet Telecom Group Inc. Zayo Group 93.4 1.5x

26-May-09 VeriSign, Managed Security Svcs SecureWorks (Frontier Capital) 42.9 -

22-May-09 Anix Group Affiliated Computer Services, Inc 50.1 0.8x

19-May-09 Hosting.com HostMySite.com NA -

($USD in millions), share price as of 01-08-10

Company TEV

LTM 

Revenue

LTM 

EBITDA

EBITDA  

Margin

TEV / 

LTM Rev

TEV / 

LTM 

EBITDA

Cisco Systems, Inc. 116,790.7 34,807.0 8,733.0 25.1% 3.4 13.4

Computer Sciences Corporation 10,611.4 16,001.9 2,453.9 15.3% 0.7 4.3

Equinix Inc. 5,062.1 830.6 327.5 39.4% 6.1 15.5

iGate Corporation 467.6 192.2 37.0 19.2% 2.4 12.6

NaviSite Inc. 229.1 149.3 30.7 20.5% 1.5 7.5

Rackspace Hosting, Inc. 2,741.8 602.6 161.8 26.8% 4.5 16.9

SAVVIS Inc. 1,200.3 877.0 192.0 21.9% 1.4 6.3

Sw itch & Data Facilities Co., Inc. 881.2 195.8 57.9 29.6% 4.5 15.2

Terremark Worldw ide, Inc. 844.2 270.3 62.9 23.3% 3.1 13.4

Unisys Corporation 2,053.7 4,667.7 367.7 7.9% 0.4 5.6

Average 14,088.2 5,859.5 1,242.4 22.9% 2.8 11.1

Median 1,627.0 716.6 176.9 22.6% 2.8 13.0

(click here for interactive company valuation charts)
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About 7 Mile Advisors

7 Mile Advisors enables clients to increase and unlock enterprise value. We provide full-lifecycle investment banking and corporate advisory

services to middle-market private and public clients by addressing the transactional and strategic opportunities faced by companies, boards,

and financial sponsors. Our industry experience, network and credentials allow us to assemble a unique set of capabilities to serve our clients.

We are results oriented. Our team has executed over 100 assignments and our success is built upon the success of our clients. Our services

are focused in distinct practice areas which can be integrated based on the requirements of each client. We are unique in our ability to mobilize

the right resources quickly to achieve optimal results. Securities offered through Cape Securities, Inc. 2005 Pennsylvania Avenue

McDonough, GA 30253 Tel: 678.583.1120

***Notice - Disclaimer***

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments named or

described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that provided this report to them,

if they desire further information. The information in this report has been obtained or derived from publicly available sources but neither 7 Mile

Advisors, LLC nor Cape Securities, LLC represents that this information is accurate or complete. Any information contained in this report is

subject to change without notice.
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