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Inside this issue: Highlights in Mergers& Acquisitions

A Middle market M&A activity slowed in Q3Q1, driven by a typical summer slowdown, but
also continued uncertainty surrounding the global economy and government debt crises

It has, however, fared better than the broader market, in which capital invested and
deal count are down 36% and 7%, respectively

A Western Reserve believes that as in previous years, activity will pick up in Q4Q1 as
companies seek to close transactions by year end
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A Acquisition of Quatech, Inc. by
B&B Electronics Manufacturing
Company, Inc. (portfolio
company of Graham Partners)

Western Reserve Partners LLC is a
leading investment banking firm
dedicated to providing
customized solutions and
unparalleled results to the
premier companies in the middle
market. The F A NJY ®rdor
professionals have a combined
tenure of more than 150 years
and have collectively executed in
excess of 600 transactions during
their careers. Western Reserve is
a member of M&A International
Inc, the & 2 NX Rofeeier
international alliance of
investment banking firms, with 47
members and more than 500
professionals across 41 countries.
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Highlights in Capital Markets
A Q301 middle market loan issuance fell from Q2 levels, driven by a decrease in deal flow

Lenders continue to be hungry for good credits, and the market is expected to
remain highly competitive in Q4Q1
A Refinancings continued to comprise the majority of lending volume in Q3Q1; however,
unlike in previous quarters, new money issuance lost share

This trend is expected to continue in Q4Q1, as many issuers are flush with cash
and/or largely undrawn revolvers and do not require new financing
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M&A Markets Overview

Private Equity Activity
A Q3Q1 exit activity remained consistent with Q2Q1

b Though many firms would prefer to wait for their
portfolio companies to gain more momentum
before selling, they are sensitive to the need to
generate liquidity for their limited partners

A On the buy-side, Q3Q1 activity decreased from
Q2Q1; however, YTD capital investment remains
approximately 10% higher year-over-year

A Uninvested capital remains high, totaling $436
billion as of Q3Q1

StrategicActivity
A Strategic activity was strong in Q3Q1

L YTD capital investment is more than 30% higher
than 2010 levels

A Nevertheless, S&P 500 cash balances increased in
Q3Q1, reaching $1.8 trillion

A Multiples paid by strategic buyers in YTD Q3Q1
averaged 8.0x, nearly a half turn higher than the
same period in 2010

Going Private Transactions

A Smaller companies continue to weigh the relative
benefits of remaining public versus the ever-rising
burden and risks of doing so

b Reduced regulatory and reporting requirements
allow private companies to save time and
money, focusing on long-term goals instead of
quarterly earnings expectations

A Going private transactions rose 50% in 2010

A 2011 remains on par with 2010 levels, both in
transaction count and dollar value

Middle Market Update
Third Quarter 2011

U.S. Private Equity Exits
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Capital Markets Overview

Deal Leverage

A Though equity contributions continue to fall,
structures vary by transaction size

L On smaller transactions, sub debt has gained
share as cash flow based senior financing proved
difficult to obtain

b On larger transactions, senior debt availability has
increased, in some cases faster than increases in
average valuation

A In the first half of 2011, middle market leverage
multiples averaged 3.2x (of which senior debt
comprised 2.3x)

Deal Pricing

A Middle market LBO subordinated debt pricing
increased quarter-over-quarter in  Q3Q1, but
remains in line with Q3Q0 levels

A Middle market LBO revolver spreads remain
concentrated between 450 and 550 bps

A Pricing is expected to remain aggressive, but the
market has begun to stabilize

b While structures have not tightened, lenders do
not expect them to continue loosening

L Banks have reported increased asset selectivity
and pushback on covenants

AssetBasedLending

A Asset-based lending has returned to pre-recession
levels

b Q3Q1 ABL activity dropped from its seven-year
quarterly high in Q2Q1, but remains strong in
comparison to 2010

b Increased capital requirements for lenders will
likely lead to more revolvers being structured on
an ABL basis

A Spreads on asset based loans remain concentrated
between 200 and 300 bps

Middle Market Update
Third Quarter 2011
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DPAC Technologies Corporation (NASDAQ: DPAC), headquartered in Hudson, Ohio, designs and markets enterprise and industrial grade wireless device
networking solutions that allow OEMs to embed & 2-@ Andodules into their product designs. The O 2 Y LJI pfodlu@siare used in an array of machine-to-
machine (M2M) applications and end-markets, including retail point of sale, healthcare, transportation, industrial automation and homeland security markets.

Transaction Overview

Western Reserve Partners represented DPAC in the sale of its wholly-owned subsidiary, Quatech, Inc., to B&B Electronics Manufacturing Company, Inc., a
portfolio company of Graham Partners. 5 t ! /sefiar management and Board of Directors engaged Western Reserve to advise the company on strategic
alternatives, and the firm conducted a marketing process to solicit additional acquisition proposals for Quatech during a 30-day & 3 & K 2 peldod. The
transaction was announced on August 3, 2011 and closed on October 12, 2011. This represented the ¥ A Nsht@d engagement by Quatech, as Western Reserve
advised the company in its 2006 reverse merger with DPAC .

& ¢ Ksdledto B&B Electronics is a great outcome for all DPAC & i | | S K did FDBANEHE Executive Officer Steven Runkel. @& 2 S & (R&aws was

instrumental in identifying B&B as a potential acquirer, assisting us in efficiently clearing the market for other potential buyers and then negotiating an
advantageous deal with B&B on our behalf.¢
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Thisnewsletteris publishedsolelyfor the generalinformation of clientsand friendsof WesternReservePartnersLLC Informationcontainedin this publicationis basedon data obtained
from sourceswe deemto be reliable however,we do not guaranteeor representthat it is accurateor complete,and it shouldnot be relied uponassuch Opinionsexpressedre our
currentopinionsas of the date appearingon this materialonly. Thismaterialshouldnot be readasadviceor recommendationsand we are not solicitingany actionbaseduponreceiptof
thisinformation. Nothingin this publicationisintendedto be an offer to buy or sellor the solicitation of an offer to buy or sellany specificsecurityor company
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