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Q4 2011 - Global M&A Update

According to MergerMarket, global M&A for 2011 totaled $2,178.4 billion, up 2.5% from the
same period in 2010 ($2,125.9 bilion), making it the busiest year since 2008 (which was at
$2,405.8 billion). 12,455 deals were announced in 2011, 1.3% below the number for 2010 (12,296
deals).

Activity did, however, decrease over four successive quarters, with $432 billion-worth of deals
announced globally in Q4 2011, down 22.5% from Q3 2011 ($557.5 billion). Fourth quarter activity
was 39% lower than in Q4 2010 (US$ 708.1bn), with the lowest quarterly total since Q3 2009 (US$
325.4bn).

2011 was the busiest year for cross-border M&A since 2008, in spite of a gradual slowdown in
M&A activity after the first half of the year. Cross-border deals (by individual countries)
announced in 2011 added up to $874.4 billion and regional cross-border deals were up to $593
billion, an increase of 9.8% and 19.6% respectively since 2010, which saw $796.7 billion-worth by
country and $495.7 billion-worth by region. 2011 booked cross-border deals between individual
countries accounting for 41.5% of global M&A activity, the second highest proportion since 2007
when $1,564.4 billion-worth accounted for 42.8%.

Global M&A Activity - Quarterly
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According to The 451 Group, acquirers spent $219 billion by purchasing 3,690 information
technology, telecommunications and Internet companies around the world in 2011—a 17%
increase in spending and a 13% increase in number of deals year-over-year.

The total dollar value increase was led by multibillion-dollar strategic deals from top-tier
technology companies such Hewlett Packard (HP), Google, Microsoft, SAP and Texas
Instruments. Mega deals included Microsoft's $8.5 billion purchase of Skype, Google's $12.5
billion successful bid for Motorola Mobility patents, Texas Instrument’'s $6.5 billion acquisition of
National Semiconductor, HP's buyout of Autonomy for $11.7 billion, and SAP spending $3.65
billion fo acquire human capital management software vendor SuccessFactors.

It was also noted that the Media, Information, Marketing Services and Technology sectors in the
U.S. booked nearly 900 transactions in 2011 totaling $47 billion, a 9% increase over 2010.

Emerging market (BRIC) buyout activity, valued at $32.3 billion, accounted for 11.6% of global
buyout activity in 2011, up from 11.5% in 2010, and the highest contribution since 2009 (19.1%).
Europe is the region that invested the most in the emerging markets in 2011, accounting for
40.2% of cross-border deal value ($80.4 billion): the UK, France, Germany and the Netherlands
accounting for 21.1%, 17.6% and 9.6% (for both Germany and the Netherlands) of European-
related inbound deal value respectively.
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The global average deal size for Q4 2011 was $291 million, the lowest Q4 average since 2007 (at
$277m).

Cash-only was the preferred structure for cross-border deals in Q4 2011, with cash-only deals
accounting for approximately 94% of the value of all cross-border deals announced in Q4 2011,
compared with 90% in Q3 2011.

In all, technology acquirers increased M&A spending for the second year in a row. Moreover,
total deal count hit its highest level since 2006, as M&A activity across sectors and across value
confinues to rebound from the downturn of the 2008-2010 recession.

Global Mid-Market M&A Activity - Quarterly
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Multiples and Deal Premiums

The average premium (one day before) of global M&A deals for publicly listed companies in Q4
2011 increased to 33.5%, driving the annual average up to 28.5%, up from 22.2% in 2010. North
American premiums averaged 35.9% in 2011, an increase from 31.6% in 2010. Meanwhile,
European premiums for the year averaged 21.9%, the second highest average since 2002, only
topped by 2008's average of 22.9%. The Asia-Pacific region saw an average premium of 21 %,
again the highest average premium since 2008 (24.1%).

The average EBITDA multiple across global M&A in 2011 was 12.6x, down from 14.9x in 2010 and
the lowest average since 2003 (10.6x). The European average EBITDA multiple in 2011 was 12.1x,
the second-lowest since 2004, and 11.5x in 2009.

The quarterly average global EBITDA multiple decreased in the last quarter of the year to 12.1x,
from the previous quarter's 15.8x, a drop driven by significant decreases in North America and
Asia-Pacific, from 16.3x in Q3 to 12.8x in Q4 in North America, and from 20.4x to 10.1x in Asia-
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Pacific. Europe, however, showed an increase in the average EBITDA multiple on M&A deals in
Q4 2011 to 15.3x, up from 14.4xin Q3 2011.

The TMT (Technology, Media & Telecoms) sector recorded the highest average EBITDA multiple —
at 15.7x — in 2011, overtaking 2010’s leading sector Energy, Mining & Utilities which averaged

19.5x.
EBITDAMultiple Analysis - Average
= 7 —pe o bal
=l—=Eumpe
== Morth Armeenca
27 P il (awcl. Japan]
& 2
g
-
=
2 15 4
=
5
=
B ~
m
w
i 1

Source: MergerMarket

Generation Equity Advisors, LLC Page 6




IT SERVICES M&A

There were just under 600 M&A transactions in the IT Services sector announced for 2011, up from
443 in 2010. Q4 2011 noted 148 transactions announced, slightly down from 161 the previous
quarter.

Consulting deal volume jumped 38% in 2011, with median deal size more than doubling to $59.7
million. The median revenue multiple for the period fell, however, weighed down by a number
of deals during QIl, including as CSK Corporation’s acquisition by Sumitomo (0.3x) and RWD
Technologies’ acquisition by GP Strategies (0.4x). The subsector’s largest transactions included
Charterhouse Capital’s $950 million investment for 65% of Environmental Resources Management
at 2.0x revenue, as well as Genpact’s $550 million acquisition of Headstrong for 2.5x revenue.

Systems integration deals rose year-over-year, but median deal size dipped to a low of $10.2
million. The median revenue multiple stayed flat at 0.8x and the median EBITDA multiple slipped
to 7.4x, although there were few data points for comparison. The majority of deals in this
subsector are valued well below $100 million, a sign that consolidation of smaller innovators by
larger players continues to dominate. The largest systems integration deals of the year included
the acquisition of Value Team S.p.A by NTT Data Corporation for $364.5 million, as well as Ness
Technologies’ acquisition by Citi Venture Capital for $341.8 million. Stefanini IT Group (Brazil)
acquired U.S. based Code X, Inc. (CXI) in Q1 2011 for an undisclosed amount. Generation Equity
Advisors advised on this fransaction.

The number of deals in the offshore outsourcing sector ticked up 37% year-over-year, the
median deal size of $93.5 million exploded for the second year in a row, boosted by the $1.2
billion investment in Patni Computer by iGATE. Even excluding the Patni fransaction, median deal
size grew to $50 million in 2011 versus $20 million in 2010.

Government services is the only sub-sector that reported lower deal volume. Announced deals
slipped 28% while median deal size fell 49%. These declines reflect increased scrutfiny of spending
and overall uncertainty surrounding the federal budget. Multiples remained relatively
unchanged, however, and the median revenue multiple ticked slightly higher in 2011 to 1.3x
while the median EBITDA multiple of 12.1x in 2011 was boosted by deals including Paradigm'’s
acquisition by CACI International for $61 milion and 29.5x EBITDA, Ares Management’s
acquisition of GTEC for nearly $315 million and 16.4x EBITDA, SRA International’s sale to Cerberus
Capital for 12.1x, and High Performance Technologies sale to Dynamics Research for 12.0x
EBITDA.

IT staffing deal activity decreased slightly in 2011, but median deal size grew more than 93%
year-over-year, to $89.0 million. The IT staffing sectors median revenue multiple for 2011 was flat
at 0.3x and its median EBITDA multiple was higher at 9.5x. The largest transaction in the
subsector was SFN Group’s acquisition by Randstad Holdings for $760 million. Other interesting
deals in the space included the acquisition of Staffmark by Recruit in October for $295 million;
Staffmark was one of the few [T staffing firms to have filed for an IPO (estimated $125 million)
earlierin 2011.
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IT Services Yearly M&A Metrics, 2007-2011

2007 2008 2009 2010 2011
Total Number of Deals 446 343 293 443 598
% change from prior year -23.1% -14.6% 51.2% 35.0%
Total Enterprise Value (SM) $42,481 $31,722 $20,280 $32,101 | $22,786
% change from prior year -25.3% 36.1% 58.3% 29.0%
Median Announced Deal Size (SM) $30.4 $46.0 $21.7 $40.0 $37.4
% change from prior year 51.3% 52.8% 84.3% -6.5%
Median EV/TTM Revenue Multiple 1.0x 0.9x 0.9x 1.0x 1.1x
Median EV/TTM EBITDA Multiple 11.8x 10.0x 7.9% 8.3x 9.1x

IT Services Quarterly M&A Metrics, 2011

Q1 Q2 Q3 Q4 2011
Total Number of Deals 127 162 161 148 598
% change from prior quarter 1.6% 27.6% -0.6% -8.1%
Total Enterprise Value (SM) $4,985 $11,136  $3,433  $3,232 | $22,786
% change from prior quarter 9.3 123.4% -69.2% -5.8%
Median Announced Deal Size (SM) $35.0 $64.0 $37.8 $30.5 $37.4
% change from prior quarter -33.1% 82.9%  -40.9% -19.3%
Median EV/TTM Revenue Multiple 0.7X 1.1X 1.2X 1.1X 1.1x
Median EV/TTM EBITDA Multiple 9.9X 12.0X 10.0X 8.9X 9.1x

IT Services Sector M&A Metrics, 2010-2011

Number of Deals Median Deal Size ($M) Median EV/TIM Revenue:  Median EV/EBITDA

2010 2011 2010 2011 2010 2011 2010 2011
Outsourcing 82 115 $87.1 $79.6 1.1x 1.2x 8.5x 8.8x
Consulting 113 156 $26.8 $59.7 1.7x 1.4x 9.8x 7.1x
Systems Integration 80 100 $18.0 $10.2 0.8x 0.8x 10.7x 7.4x
Offshore 19 26 $24.5 $93.5 0.9x 1.4x nm 6.8x
Govt Services 57 4] $53.8 $27.3 1.2x 1.3x 9.0x 12.1x
IT Staffing 23 21 $46.0 $89.0 0.4x 0.3x 8.3x 9.5%
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2012 M&A Outlook

We expect M&A activity to remain steady for 2012 and possibly uptick further if the lending
environment eases globally. While Europe is in economic turmoil, the U.S. is stabilizing. Emerging
markets such as Brazil, Argentina and China are all on the upswing and in growth mode. We
expect some financial buyers (private equity) to remain on the sidelines while strategic buyers
(companies) will acquire to capture growth.

Buyout firms accounted for around 14 percent of company takeovers in 2011.

As for IT Services firms, large acquirers have strong balance sheets and the ability fo make both
sizable and small, fuck-in acquisitions o complement organic growth. More diversified services
firms will continue to support higher public market valuations (e.g. Accenture, CGl, IBM) which
should drive aggressive M&A strategies in 2012.

Volatile equity markets slowed mounting U.S. M&A deal activity in the third and fourth quarters,
following growing deal momentum in the first two quarters of 2011. In light of concerns over
Europe and a pullback in financing, U.S. merger and acquisition activity in the second half of
2011 was driven by well-prepared dealmakers focused on executing acquisitive growth
strategies and availability of businesses with strong fundamentals— a key trend expected to
continue into 2012, according to PwC's Year-End U.S. M&A Outlook.

Sellers now are looking for both speed and certainty in a deal, and also pursuing various
alternative options and scenarios as they proceed as a way of maximizing the asset’s value.
With sellers in the driver's seat, buyers must remain poised and ready when deal negotiations
contfinue for a prolonged fimeframe. Overall, the M&A markets are on track to stabilize further
and increase overall over the next few years.

Epam Systems Inc, an IT services provider with operations in Russia, is aiming to move ahead with
its planned U.S. initial public offering in the first quarter of 2011, according to Reuters.

Epam filed with U.S. regulators in June to raise up to $100 million in an initial public offering of its
common stock. The company did not reveal how many shares it planned to sell or their
expected price, but said at the time it would use the proceeds for acquisitions and general
corporate purposes.

Both Glasshouse Technologies and Fusionstorm cancelled their IPO’s for 2012.
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Q4 2011 - IT Services M&A (Announced)

Selected M&A Transactions for the fourth quarter ending December 31, 2011

Date Acquirer Sector Seller

1/18/12  Tyler Technologies Document Mgmt and IT Services  Akanda Innovation

11112  GoBeyondIT IT Services for SMB OutsourcelT

1/10/12  outsourcelT Managed Services GoBeyond IT

1/9/12  ePlus VAR and Managed Services Vanticore

1/9/12  ManTech International Federal IT services firm Evolvent Technologies

1/9/12  Sigma Solutions IT infrastructure services firm Laurus Technologies

1/5/12  Optimal Solutions SAP Systems Integrator The Glenture Group

14/12  IMARK Business Managed Services Integris Tech

1/4/12 {nferhap Managed Services Voxel

14/12  Tailwind Capital Private Equity Fund Cumberland Consulting Group
4/12  Widepoint Corp. Wireless mgmt & cybersecurity  Avalon Global Solutions

1/4/12  Deloitte Consulting IT Services and Mgmt Consulting  Ubermind

Sector Amount Notes

Cloud Services Provider

Cloud Services

Cisco - Managed Services

Federal healthcare-sys integrator
IT services

EPMand BI IT Services

Mgd Svcs for Law Firms & Insurance

Combined company has 70

Managed and Cloud Services  $35m (incl. earn-out)

IT Services
Communications lifecycle IT svcs

Mobile Agency and Consulting

13/12  TechAllies Consulting IT Services MindCrate SAP systems integrator

13/12  Touch Solutionsinc.  IT Services Sagesoft Solutions ERP and Accounting IT Services Acquired 53.5% of the commor
13/12  ICF International Govt IT Services and VAR Ironworks Consulting Web Development firm - :

12/12  Canfield Computers ~ Managed Services Steel Valley Computers Managed Services

12/31/11 Clearview Capital Fund Private Equity Fund GCR IT Services

12/29/11 Raytheon Company Government Contractor and Henggeler Computer Cybersecurity, ent. architecture

12/22/11 VAR Street VAR and Managed Services AutoTask Managed Services

12/20/11 K3Business IT Services Retail Systems Group IT Services

12/16/11 Dimension Data T Services; VAR BlueFire and Netforce Managed & Cloud Svcs for Tele.

11/30/11 Presidio Managed Services; VAR INX Integrator; Managed Services; VAR85m  Creates an 1,800-person MSP
11/7/11  BestBuy Electronics Retailer mindSHIFT Managed Services $167m 10x to 12x EBITDA (éétimété)
10/19/11 All Covered Managed Services ColdCypress IT Services - Microsoft Sharepoint

10/10/11 Avanade IT Services; Managed Services  eConnex IT Services - Microsoft Dynamics
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IT Services Public Market Valuations

Selected Digital Media Companies’ Public Market Valuations as of January 24, 2012

Market Cap EV/Revenue EV/EBITD.

CONSULTING

Advisory Board Co. ABCO
Charles River Associates CRAI
FTN Consulting FCN
Hackett Group HCKT
Huron Consulting Group HURN
Information Services Group Il
Marsh & McLennan Companies MMC
Navigant Consulting NCI
Resources Connection RECN

SYSTEMS INTEGRATION

1.3B 3.8 26.94
227.2M 0.64 NM
1.7B 1.54 8.88
155.5M 0.61 7.26
810.8M 1.57 9.3
47.74M 0.59 10.14
16.76B 1.59 9.5
666.1M 1.06 8.4
531.9M 0.71 10.28
Median 1.35 11.34

Market Cap EV/Revenue EV/EBITD.

Cap Gemini CAP.PA
CIBER CBR
CGl Group GIB-CA
Edgewater Technology EDGW
Perficient PRFT
Sapient SAPE

OUTSOURCING

4.2B 0.44 5.28
300.65M 0.29 21.66
5.0B 1.36 7.56
36.91M 0.24 3.08
337.25M 1.36 12.67
1.9B 1.81 14.21
Median 0.92 10.74

Market Cap EV/Revenue EV/EBITD.

36.7B 1.11 7.44
2.58B 0.54 4.86
3.92B 1.42 8.36
4.05B 0.39 3.34
222.64M 2.24 9.15
860.24M 0.17 1.59
Median 0.98 5.79

Market Cap EV/Revenue EV/EBITD.

Accenture ACN
ATOS ATO.PA
Capita Plc CPI.L
Computer Services Corp. CcsC
IBM IBM
Unisys uls
OFFSHORE

Cognizant Technology Solutions CTSH
Hexaware HEXAWARE
HiSoft Technology HSFT
Infosys INFOSYS
Syntel SYNT
Vancelnfo Technologies VIT
Virtusa VRTU
Wipro WIPRO

Generation Equity Advisors, LLC

21.5B 3.3 15.97
22.9B 1.49 10.07
362.5M 1.21 13.3
30.6B 3.88 12.34
1.98B 2.74 11.67
587.25M 1.71 12.47
407.8M 1.36 11.58
26.6B 3.63 18.79
Median 2.42 13.27
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