Industrial & Commercial Services M&A Outlook Q2 2015
About Us
Calabasas Capital is a boutique investment banking firm focused on serving lower middle-market
privately-held companies. We specialize in representing and advising businesses on sell-side and
buy-side mergers and acquisitions and we raise private equity and debt capital.

Overview


Strong M&A activity has persisted in Facility, Industrial & Rental Services.



92 transactions were completed in the first quarter of 2015, an increase of roughly 61.4% compared
with 57 transactions for the same period in 2014.



The total deal value increased by about 62% from $6.6 billion Q1 2014 to $10.7 billion Q1 2015.



Facility Services Q1 2015 LTM EBITDA Average Multiple was 12.8x, an improvement over 11.1x in
Q4 2014.



LTM EBITDA Average Multiple increased from 7.7x in Q4 2014 to 8.8x in Q1 2015 across the
Industrial Services Sector but decreased slightly from 9.3x to 8.8x in Rental Services.



Strategic investors are actively pursuing add-ons acquisitions to expand their portfolios during this
period of a continuing economic recovery and an improving operating environment.
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Drivers of Consolidation
A wide range of highly targeted and strategic acquisitions have been occurring in these sectors.
Drivers of such transactions include:


Outsourcing of noncore functions to reduce cost and improve service levels,



Developing new technologies to comply with increased regulations and to be more
competitive, and



Improving profitability through economies of scale.

Facility Services
Strong Topline Growth & Profitability
M&A activity has remained robust in Facility Services, in part due to the improved profitability and
continuous revenue growth in several key sectors, including for example, Janitorial Services.
According to Robert W. Baird & Co., the 12-month organic growth rate in Janitorial Services is
forecasted to be about 5-6%1. Revenue at existing accounts has held steady while new account
interest has improved. This has led to improved profitability across the sector and has spurred M&A
activity.
Global Geographic Expansion
Multinational Facility Services companies have demonstrated a strong interest in pursuing
acquisitions in order to expand their geographic footprints and broaden their arrays of service. The
U.S. in particular is of high interest to these global corporations as they see the U.S. as one of the
world’s most attractive markets with strong growth potential and long-term political stability2.
These buyers are also actively looking to implement new technology and streamline their processes
to reduce labor costs through acquisitions. The acquisition moves of these global facilities services
companies has added momentum to M&A activities across the sector. ABM Industries, a leading
facility management provider with nearly 100,000 employees and annual revenues of over $4
billion, completed three strategic acquisitions in 2014 (ABM acquired Alpha Mechanical, Inc.,
Airco Commercial Services, Inc. and GBM Support Services Group Limited in March, August and
October, respectively). Among the three companies acquired, GBM Support Services Group is a
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London based provider of facilities services, reflecting ABM’s strategy to expand its geographic
footprint globally. These transactions also manifest the general trend underway that Facility
services companies are consistently focusing on realigning their operating segments to foster
collaboration and realize organic growth through M&A activities.
Private Equity Interest
Expanding GDP and increasing capital spending have brought infrastructure development and
technological advancements, which have served as key growth in facility services. During this
period of growth and scale-building, private equity firms have demonstrated a strong interest in
acquiring well-performing companies and pursuing add-on acquisitions to build existing platforms
in the industry.

Facility, Industrial & Rental Services M&A Activity
($ in billions)
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Industrial Services
Revenue created by complying with increased regulations
Industrial services companies such as those that transport, install and maintain equipment are
benefitting from the improving economy, which brings increased capital expenditures and business
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investment that has lead to the manufacturing, opening and reopening of older facilities. The
maintenance of these highly regulated facilities from a compliance standpoint has created an
additional and growing revenue stream which is recurring by nature. Acquirers pay up for
recurring revenue.
Private Equity Firms in Action
Investment in the energy sector drove up demand for oil-and-gas infrastructure assets that provide
crucial support to critical niches in the industry. Private equity firms are actively acquiring these
high-quality platform assets as these platforms usually have strong market positions, recurring and
foreseeable revenue, and high profitability. The dramatic drop in oil prices recently however has
dampened enthusiasm although those with an appetite for risk and a long-term view have been
picking up bargains.
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Strong Growth Expectation & Increasing profitability
The Rental Services Industry has been benefitting from an improving U.S. economy and growth
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expectations remain strong. According to Robert W. Baird & Co., strong pricing is the main driver for
the profitability. The pricing index for both new business and existing accounts has hit the highest
level since September 2011 and such strong pricing supports nearly across-the-board revenue
improvements in the sector. Growth expectations have held strong. According to Robert W. Baird &
Co, the 12-month average growth rate is forecasted to be 4.2%5.
Growing Key Sectors & Changing Preferences
The oilfield equipment rental market is forecasted to double by 20196. The fragmented oilfield
equipment rental industry provides several opportunities for consolidation. For example,
companies seek economies of scale to realize growth. Besides, the preference of buyers has shifted
from buying towards renting equipment because renting equipment is much cheaper and
affordable for new-comers. Such changing preferences has been another driver of consolidation.

Selected Notable Transactions7
Facility Services


On August 4, 2015, Charlotte based Premier Inc. announced that it was in the process of
purchasing CECity Inc. for $400 million. CECity Inc. is a Pittsburgh-based Software-as-a-Service
provider that focuses on facilitating customers in health care industry with performance
management and improvement.



On April 30, 2015, Aurora Capital Group, a LA-based private equity firm, announced that it
acquired Restaurant Technologies, Inc.(“RTI”), a Minneapolis-based company that provided
integrated cooking oil management solution to the foodservice industry. RTI offers fresh oil
delivery, used oil removal and other related services.



On April 15, 2015, Connecticut-based private equity firm Gridiron Capital purchased Missouribased Dent Wizard, a company that provides automotive reconditioning, auto repair and other
related services.



On March 30, 2015, CBRE Group, Inc. entered into a definitive agreement to acquire the Global
5
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WorkPlace Solutions (GWS) business of Johnson Controls, Inc. through cash payable $1.475 billion
or $1.3 billion net of the present value of estimated tax benefits. GWS provides Integrated Facilities
Management solutions for commercial real estate companies.


On March 17, 2015, LLR Partners, a private equity firm investing in middle market companies with
an emphasis on technology and service-based business, announced an investment in Agility
Recovery, a premier provider of business continuity and disaster recovery solutions.
Industrial Services



On April 14, 2015, Clean Harbors Inc., a provider of environmental, energy and industrial services,
announced the acquisition of Thermo Fluids Inc. (TFI) from Nuverra Environmental Solutions
Inc., a company that offered environmental solutions to the energy end market. Scottsdale, AZbased TFI provides environmental services in 21 states and operates a well-maintained fleet of
trucks and rail cars.



On April 13, 2015, EQT Infrastructure Fund agreed to acquire WASH Multifamily Laundry
Systems from CHS Capital, LLC. WASH is the largest Canadian provider and second largest US
provider of route-based laundry services to multifamily apartments and universities under longterm contacts.



On April 1, 2015, USIC LLC announced the acquisition of Premier Utility Services from Houston
based Willbros Group. USIC is a leading provider of underground utility locating and damage
prevention services in North America. After the acquisition, USIC is estimated to have over 900
customers and perform more than 57 million locates across North America annually.



On February 26, 2015, TorQuest Partners, a leading Canadian-based manager of private equity
funds, announced that it partnered with management and other co-investors to acquire a majority
interest in Envirosystems Inc. from Thornridge Holdings Limited. Darthmouth, Nova Scotiabased Envirosystems is one of the fastest growing industrial services companies in North America.



On February 3, 2015, Motion industries Inc., a wholly owned subsidiary of Genuine Parts Co.,
acquired Miller Bearings Inc., a leading Orlando-based independent distributors for bearings,
power transmission products, as well as safety and industrial supplies in Florida. Financial terms of
the acquisition were not disclosed.
Rental Services



On July 30, 2015, Pine Brook, a New York – based private equity firm, announced that it was
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investing up to $ 100 million to create Cahill Services LLC, a company that would provide specialty
rental services to oil and energy companies, as well as customers in the refining, industrial, utilities
and other industries.


On April 17, 2015, Acton Mobile, a Baltimore, MD-based provider of modular space rental services,
announced that it entered into an agreement to purchase the mobile office fleet of Mobile Mini. The
acquisition made Acton Mobile the 4th largest mobile office leasing company in the U.S.



On April 9, 2015, New Jersey-based Avis Budget Group Inc. paid $160 million to purchase an
Italian based car rental business, Maggiore Group. Avis previously bought car-sharing network
Zipcar and Payless Car Rental System Inc. in 2013. It provides services in about 175 countries with
about 10,000 rental locations.



On February 6, 2015, Sunbelt Rentals acquired the business and assets of Theros Equipment
Rentals. Founded in 1996, Theros has been a leading independent provider of equipment rental
services in northern Virginia.



On February 4, 2015, BlueLine Rental entered into a definitive agreement to acquire Trico
Equipment, which was a rental company specialized in aerial lift equipment. The acquisition was
expected to strength BlueLine’s aerial fleet mix and capabilities, as well as provide BlueLine access
to new customer base in key regions.

Calabasas Capital
Our comprehensive services include:
 Sell-Side and Buy-Side Mergers & Acquisitions Advisory
 Private Equity & Debt Capital Raising
 Acquisition Financing
 Financial Restructuring
 Sales of non-core assets/divisions of larger public and private companies
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Contact Us
 David Bonrouhi, Managing Director, david@calabasascapital.com
 Brandt Blanken, Managing Director & Principal, blanken@calabasascapital.com
 Leslie Lum, Vice President, leslie@calabasascapital.com
For more information, please visit our website at www.calabasascapital.com.
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Calabasas Capital
26610 Agoura Road, Suite 120
Calabasas, CA 91302
Securities offered through Fallbrook Capital Securities Corp. Member FINRA - SIPC

This should not be considered in any way an offer to buy or sell a security. This is for informational purposes only. Buying or
selling a security involves substantial risk. Investment may be worth more or less than the original investment. An
investment in securities products involves a high degree of risk and there can be no assurance that the investment
objectives will be attained.
________________________
This message is for the named person only. It contains confidential, proprietary or legally privileged information. No
confidentiality or privilege is waived or lost by any mis-transmission. If you receive this message in error, immediately delete
it and all electronic copies, destroy any hard copies of it and notify the sender. You must not, directly or indirectly, use,
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means. Nothing contained in this message or in any attachment shall satisfy the requirements for a writing, and nothing
contained herein shall constitute a contract or electronic signature under the Electronic Signatures in Global and National
Commerce Act, any version of the Uniform Electronic Transactions Act or any other statute.
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