ON THE LEFT™ ¥ CHURCHILL

This interview originally appeared in the September 26, ®011 is
by Churchill Financi al and distributed to over 40,000 fdintance
www. churchillnet.com and click the fAiOn The Lefto |ink.
This week we speak with Jeff Drazan, Co -Founder, Bertram
Capital
B E R T R A M Bertram Capital is a private equity firm based in San Mateo, CA with
$850 million of capital under management. They focus on invest-
C A P | T A L ments in the lower end of the middle market.
On The Left: First off, Jeff, how's business? OTL: Nice!
Jeff Drazan: The frm is doing extremelD:yT heelflr,stt hiasnk'SEn Wend ove HReen manage
ranked in the top decile for "olerachi niagne d d ysaohudr tcbeu tCa Mihi rdige " 8o
Thompson Reuters. We're very pewmtudy ofist hgt intellectual property
. channel s of distributon", and f ne
OTL: Congrats. Any recent activity that accounts for that? tons "

ID: We' re about to have our frst ia,uid,ity eant,. Il't's the sale o
. . OTL: Could you give us an example of usmg tgose elemeng? |
(Power Distributon, Il nc.) that we Just announc 'S eing acquj

by Smiths Group. That's a busiilmPPbE was bacghal fyua m@erndf ecthadds ey.
ago when they had revenues of p$e2n8d emitl |d eosni.g nTehri sa nydcamatriatddayc il al w exdro

$150 million. buton equipment. We knew wewhad a

kept al+4buotf itnheomrm der to take the ¢
"We've been ranked in the top decile for our we added six new key members. Als
vintage by both Cambridge and Thompson our manufacturing to China was cCr.i
Reuters. We're very proud of that. " margins, so we helped the team exe

OTL: What was the sale price? OTL: How about leveraging the Internet?

. . . JD: We ave a few o eratn artne LS
JD:Let' s put it this way: this ‘one P_ransacton V\(Np 9 Pn mq t
tech innovaton. i th thel he p P
half our fund.
three to seventeen during the four
OTL: Hard to beat that. agement floee fpaweérenhys to protect t
o] ened . .
ID:I't perfectly encapsul ates whalp dopln the | ower middle mar ke
private equity community. OTL: How about distribution?

OTL: If you were to reflect that in your corporate motto, what would ID: Ther e we tripled our sales forc

it be? revenues which accountediher gaoln
. r h | f rs.
JD:We help our companies achleve teh t efuIaIStpotentyea S

OTL: And acquisitions?
OTL: What are the key ingredients to that strategy? q

D: We cqui r,e two companies afer (
D: We l |, we havewhate weemahts af \%era}r% " FFI P
Five ' * One ach|S|to enabled us to vert
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bl e and cost efectdemaungdpkympboeat taen ksheiegkh -maogrnebasyhessgd wt
commodi tes. We also acquired a@oss$obindatcornmpeitn ot heinr tnhiec hWesst | d
Coast that allowed us to broademmeurrgeaangdgrcaphiyc mweadhht he bal ance

OTL: Back to IT. Everyone talks about on-line stuff, but hard to execute  OTL: And of course continuing to improve margins.

d maki . . .
and make money JD:But you can't quintuple Ebitda f

ID:We' ve really broadened our | havapeabibluyteers bwvdltihe voeu ri taleisamn et egrtma Wwotr
three programmers and three colnhtarta cst owhrsy When 'Wwé tpalobbabbygutgr bW
ten overall. A good example isnoes, Suet aj d otot wewe rbcurseimess. We
ancemmerce platorm there from 8 at Practc X) ? )79 , we
TLI ticed bsjt / Iled Aut Sl—
added 15% to our-Issenleeseftohr‘[ougS.h)t7 h)noce Onr{oHrW%S{eagom%’oco panycae uthorsolu
portolio companies has an ongmng project related to I'T infrastr
for cost reducton as well as rdxémaue iemhantcleamens . a business that
i's mor than an ne |l se. We have
OTL: Is there any secret to executing those projects? , ° .e yo € € . . .
we're in the process of digitzing
ID:The key is atacking the problleanm gweistth csomallelc ttoena nosf o€l ercetarldnyi cbrh

mot vated and capabl e peopl e, alnalg ttheemo ngeisviinngc rtehdeinb | tyh ev all aitatbu de at
execute. That's the way to creabeokaknei gonmkhy.

OTL: What's your view of the deal financing environment? "The key is attacking the problem with small

:Because our deals are on the sfamgofreallyprightynotivatedgndeapa-|1 i nes of ¢
with two major banks to help us hleRearee andthen aving them she lgtiude qui c ki1 y .

that, we can take our tme and BePYe debt fnancing the old
fashioned way. So far, we've had ndi n debt fnancin
y OTL Any otheP growt;J) areas t ere? 9 9
OTL: D id tions? . .
© you avora auctions JID:Actually we have some incredibly
ID:Of the twenty transactons we'bweoksl.oded,andrnl ygof adwrt ohdwe bmauermh i
auctons. The rest were privatelow ceagotatade Wedaoni nt enreaccetsvsiatryi,
avoid auctons, but we do concewd'rwad ealorueadtymei mpn egnietnu &@tdoras cwh en é
we believe we have a diferent atWed swi dwgpeocainndte R t of Mc Af ee, so he'
enced in the world of technolo .
OTL: So many sponsors tell us they avoid them. You wonder why 9y
they're so crowded. OTL: How about your health care company, Sanare?

JD:Our strategy is to take $5 mild:Than' €batdampadyqbéiocuspide oint r eda

we frst pay for a company is |escemeg efl@®@waditalpdatads .t bime'esn ea svihalelbsieg
$20 million frm, and in seven ynédds oint 'isn srtdverBlléds mahdli AB% oper
OTL: How's deal flow? Valuations? varlgty of medicatons, supplies a
retail ers as we | | as educat on, h €
ID:We' ve reviewed 500 compani es pwiatnls .Ebi tda bet ween $5 and $15
million over the | ast year. Prices are c tai Iy increasing, b L
. . . . A IT t h b
that' s becausetofprs tvraditeddgigous tuyRNggrlcr)]pern b a ve§ ave een
) hen 'we ht t he bu5|n?s , |
tes. We've see them pay two to three ﬁa u n\ﬁ/ rel atve w h
we' || pay on sprea ee s. e change that.

OTL: Can you get a sense of the economy by looking at your portfolio's
OTL: | guess that's good, though, if you're a seller. youyg f i g atyour portf

performance?
JD:Yes. We found that to be the c%se for PDI . W(? on %ed %tr.
. . D:As a mater of ct (yv ?} us
gics in the sales process and recei e Fxcellent bl S al l
the globa economy. manu actur
It was a tght range. . .
Virtually every consumer and indu:
OTL: Are there sectors you like more than others? somewhere in those containers.
JD: About 20% of our portol i o i s OTLfsitforacastindiaeyadrricdnes ao thehorisop?a c e . Like ev:q
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OTL: Is that a temporary phenomenon?
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