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FORWARD-LOOKING STATEMENTS & DISCLAIMER

This presentation contains “forward-looking information” within the meaning of applicable securities legislation. Generally, forward-looking information can be identified by the use of forward-looking terminology such
as “plans”, “expects” or “does not expect”, “is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate”, or “believes” or variations of such words and phrases or
state that certain actions, events or results “may”, “could”, “would”, “might” or “will be taken”, “occur” or “be achieved”. In particular, this presentation contains statements regarding: potential acquisition targets of
Avante Logixx Inc. (“Avante”); the ability of Avante to execute on its strategic plan and acquisition strategy; the estimated transaction models for future acquisition; and the estimated potential value creation and
total shareholder returns which management believes may be realized by Avante’s acquisition strategy. All such forward-looking information is based on certain assumptions and analyses which management of
Avante believes to be reasonable in light of its experience and perception of historical trends, current conditions and expected future developments, as well as other factors that management believes to be
appropriate in the circumstances. Such assumptions include: trends in the physical security industry; the ability of Avante to raise capital on acceptable terms; general and administrative expenses and interest
expenses; Avante’s ability to maintain existing customer, supplier and partner relationships; the ability of Avante’s management team to execute Avante’s business strategy, and other matters.
Statements containing forward-looking information are subject to known and unknown risks, uncertainties and other factors that may cause the actual results, level of activity, performance or achievements of Avante
to be materially different from those expressed or implied by any statements containing forward-looking information. The risks, uncertainties and other factors are difficult to predict and may include, without limitation,
risks relating to: general economic conditions; industry conditions; the ability of Avante to raise capital; operating risks; risks inherent in the ability to generate sufficient cash flow from operations to meet current and
future obligations; increased competition; stock market volatility; opportunities available to or pursued by Avante, and other factors, many of which are beyond Avante’s control. The foregoing factors are not
exhaustive. Although Avante has attempted to identify important factors that could cause actual results to differ materially from those statements containing forward-looking information, there may be other factors
that cause results not to be as anticipated, estimated or intended. There can be no assurance that such statements will prove to be accurate, as actual results and future events could differ materially from those
anticipated in such statements. Accordingly, readers should not place undue reliance on forward-looking information. Avante does not undertake to update any statements containing forward-looking information,
except in accordance with applicable securities laws.
Any “financial outlook” in this presentation, as defined by applicable securities legislation, has been approved by management of Avante. Such financial outlook as at the date hereof is provided for the purpose of
providing information about management’s current expectations and plans relating to the future. Readers are cautioned that reliance on such information may not be appropriate for other purposes.
Any data, graphs or information in this presentation that have been compiled by, or drawn from, a third party has been credited to that third party and Avante does not take responsibility for the accuracy of such
information.
This presentation is for information purposes only and is not intended to, and should not be construed to constitute, an offer to sell or the solicitation of an offer to buy, Avante’s securities. This presentation and its
contents should not be construed, under any circumstances, as investment, tax or legal advice. Any person viewing or accepting delivery of this presentation acknowledges the need to conduct their own thorough
investigation into Avante’s business and its activities before considering any investment in Avante’s securities. Among other things, investors should review Avante’s public filings which are available in Canada at
www.sedar.com.
Non-IFRS Financial Measures
This presentation contains certain financial measures that are not determined in accordance with IFRS, including Adjusted EBITDA.
•

Adjusted EBITDA is calculated by adding back: Expense fair value adjustment of CWL inventory; Depreciation on property, plant and equipment; Amortization of intangible assets; Share based payments; and

Management reorganization & integration costs to Income before income taxes. Adjusted EBITDA is used by management of Avante to provide a more accurate measure of its operating performance.
These measurements should not be considered an alternative to, or more meaningful than, other measures as determined in accordance with IFRS. These measurements do not have a standardized meaning under
IFRS; thus, Avante’s determination of Adjusted EBITDA may not be comparable to that reported by other companies. Reference should be made to Avante’s management’s discussion and analysis and related
financial statements for more information relating to the calculation of Adjusted EBITDA.
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WHAT WE WILL DISCUSS TODAY

Focused Execution Around Strategic Priorities

Q2 FY19 Financial Highlights
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KEY MESSAGES

Building a Team
• Developing shared services
(marketing, corporate
development, HR)
• Hired Chief Legal & People

Accelerate Growth w/ M&A
• 3 acquisitions in Q2
• Announced Intelligarde acquisition
subsequent to quarter end
• Active & disciplined deal pipeline

Officer, and SVP Finance
subsequent to quarter
• Actively searching for
CFO

Alignment w/Shareholders
• Experienced management team

• Management & Senior Executives are
considerable shareholders
• Insiders / Management control
>40% of outstanding shares

Building a Platform
• Restructure existing;

• Realize synergies in core subsidiaries to
promote organic growth;
• Integrate acquisitions & realized
synergies;
• Build platform for growth.
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FOCUSED EXECUTION AROUND
STRATEGIC PRIORITIES
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Q2’19 OVERVIEW

Company Update
•

Implementing strategic plan and executing on

Business Summary
•

growth vision
•

•

Architronics Limited

–

Watermark Security Inc.

–

Veridin Systems Canada Inc.

Announced strategic partnership and
investment in 3|Sixty Secure Corp.

•

representing 5.3% YoY growth

Announced and closed three transactions:

–

•

•

•

Gross margin in-line with Q2 FY18 at 29.7%

•

Adj. EBITDA fell to $106,864 as significant investments

were made in building a platform to support key
strategic initiatives
•

Announced share consolidation (1:5)

•

Elected three new directors

•

Announced $10MM acquisition facility with
RBC

Adj. EBITDA margins declined to 1.8% as Q2 FY19
focused on investing in strategic initiatives to

leadership team
•

Non-recurring revenues grew 6.1% QoQ or
2.9% YoY

Announced acquisition of Intelligarde

Added depth and experience to senior

Recurring monitoring and response revenue
grew 11.0% YoY

International Inc.
•

Generated revenues of $5,855,951 in Q2 FY19

execute on long-term vision

•

Strong balance sheet
•

Cash and cash equivalents $7.7MM

•

Shareholder’s equity $19.4MM

Quarter shows the continued execution of long-term vision against strategic initiatives
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KEY STRATEGIC PRIORITIES

Drive organic growth by

Enhance portfolio with

selling technology-

strategic M&A

•

•

4 investments/ transactions

enabled solutions

•

Added infrastructure &

Strengthen our competitive
advantage with
investments in strong
business systems

•

Investing in:

since June 1, 2018 adding

strategic capabilities to offer

• People

~$21MM in pro-forma

unique value propositions to

• Systems

revenue

large national accounts

Amalgamated Architronics
& Watermark on Oct 1, 2018

•

• Technology

Expansion into new markets
• Launching Oakville
on Dec 1, 2018
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ANNOUNCED TRANSACTIONS

The two transactions below were announced and closed in Q2 FY19.

Watermark Security Inc.

Architronics Limited

•

What: Acquisition of 100% of shares outstanding

•

What: Acquisition of remaining 49% interest

•

Type: Security System Integrator

•

Type: Home Automation Integrator

–

Alarm systems

–

Home automation & control

–

Video systems & analytics

–

Home theatre and media rooms

–

Property checks

–

Lighting control

–

Guard response

–

Hi-fi and whole-house music

–

Property management

–

Automated shades

–

Intelligent home networks

•

Location: Muskoka

•

Strategic Rationale: Able to leverage current client base
and offer security services for their cottages. A business
that has been on “autopilot” for 3 years providing

significant upside

•

Location: GTA

•

Strategic Rationale: Promote cross-selling, reduce
overhead, align key executives with the renewed
corporate strategy, and unify culture across strategic
business units
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ANNOUNCED TRANSACTIONS

The two transactions below were announced and closed in Q2 FY19.
Veridin Systems Canada Inc.

3|Sixty Secure Corp.

•

What: Acquisition of 100% of shares outstanding

•

What: Strategic partnership and $1MM investment

•

Type: Commercial Security System Integrator

•

Type: Holistic Security Provider for the Cannabis Industry

–

Alarm systems

–

Integrated security systems

–

Alarm monitoring

–

Armoured & unarmoured transport

–

Access control

–

Armed and unarmed guarding

–

Video systems & analytics

–

Executive protection

•

Location: Nationwide

•

Location: Nationwide

•

Strategic Rationale: Provide greater access to

•

Strategic Rationale: Greater access to the cannabis

commercial industry and the cannabis industry. Leverage

industry and leverage the acquisition of Veridin. Will be

access to tightly controlled product lines in order to

preferred partner for executive security, residential

compete for and service national enterprise accounts

services, integrated security systems, risk management &
de diligence services related to employees and
contractors.
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SUBSEQUENT EVENT

This transaction was announced on November 12, 2018 and is expected to close by November 30, 2018.
Intelligarde International Inc.

Transaction Details
•

Purchase Price:
–

$4.75MM payable in cash
•

•

What: Acquiring 100% of Intelligarde

•

Type: Commercial Physical Security Services
–

High and low profile guards & patrols;

–

Mobile response and patrol;

–

Other physical security services.

•

Location: Southern Ontario & Winnipeg, Manitoba

•

Strategic Rationale: Acquiring the infrastructure to

Subject to holdback and working capital

adjustment
•

To be funded with a mix of debt and cash

•

Revenue LTM: ~$15.4MM

•

Adj. EBITDA Margin: ~5%

•

Employees: >300

•

Projected Synergies: ~$250K

accelerate the realization of the vision to become a
technology enabled security solutions provider to large,
national accounts and be a “one stop shop” security
provider.
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ENHANCE PORTFOLIO WITH M&A

As Avante continues to execute on its strategic vision of building a technology-enabled security solution
through a combination of acquisitive and organic growth, Avante is anticipating revenue in excess of $44MM
for the next twelve months.

1

1.
2.
3.
4.
5.

2

3

Avante Logixx Inc. Trailing Twelve Months (“TTM”) revenue from October 1, 2017 to September 30, 2018
Watermark Security Inc. revenue as at Dec 31, 2017
Veridin Systems Canada revenue as at Sept 3, 2018
Intelligarde International Inc. revenue as at Sept 30, 2018
Intelligarde International acquisition expected to close on Nov 30, 2018

4, 5
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M&A SCORECARD

Type

Architronics
Limited

Watermark
Security Inc.

Veridin Systems
Canada Inc.

Intelligarde
International Inc.

Minority Interest

Tuck-in

Platform

Platform

Strong FCF
Margins
Gross Margin >30%
EBITDA Margin >10%
Accretive to Avante
Consistent Growth
Customer Retention and Revenue Predicatability

$10 - $20MM in revenue
Low customer concentration
Competition
Fragmented Industry
Long Product Lifecycles
Large Addressable Market
Attractive Business Economics
Recurring Revenue Models
Minimal Fixed Asset Requirements
Valuation (6 - 8x EBTIDA)
Valuation (30 - 40x RMR)
Active & disciplined pipeline
• Ability to walk away from transactions due to unfavourable terms or due diligence
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OPPORTUNITIES EVERYWHERE EVERYDAY

Investigations &
Intelligence

Electronic
Security

Cyber

Security
Devices &
Hardware

You see a streetscape.
We see infinite potential.

Protective
Services

Monitoring &
Managed Services
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Q2 FY19 FINANCIAL HIGHLIGHTS
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Q1’19 Consolidated Performance Summary

Revenue

Gross Margin

Thousands

+5.3% YoY growth in Q2 2019
$7,000
$6,000

$5,385 $5,562

$6,017
$1,616

$5,000

$1,577

$1,610

$3,808

$3,953

-540 BPS YoY in Q2 2019

$6,372
$5,575

36.2%

$5,856

36.2%
35.1%

35.6%

35.2%

33.4%
33.4%

$1,712

29.7%
$1,741

$1,787

$4,000
$3,000
$2,000

$4,401

$4,661

$3,834

$4,069

$1,000
–
Q1 FY18 Q2 FY18 Q3 FY18 Q4 FY18 Q1 FY19 Q2 FY19
Non-recurring

•

Recurring Monitoring and Response +11.0% YoY
•

•

Recurring

Q1 FY18

•

Q1
Q2 FY18
FY18

Q3 FY18

Q4 FY18

Q1
Q1 FY19
FY19

Q2 FY19

Q2 FY19 vs. Q2 FY18 reduction in gross margin due to
increased costs across all divisions except CWL (29.8%

Represents 30.5% of total revenue

vs 28.6%) and one-time non-recurring issues including

Installations and other non-recurring security services

project delays and revenue vs. expense recognition

+2.9% YoY and +6.1% QoQ

timing
•

Margin pressure is to be expected as we prepare for
the future by investing in people, systems and
technology

Meaningful growth in RMR as a result of strong performance in Monitoring and Response
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Q1’19 Consolidated Performance Summary

Adj. EBITDA

Adj. EBITDA Margin

-81.1% YoY growth in Q2 2019

-840 BPS YoY in Q2 2019

$672,287

11.5%

$617,927

11.2%
10.2%

$565,695

$525,509
8.2%

6.3%

$351,085

$106,864

Q1 FY18

Q2 FY18

Q3 FY18

Q4 FY18

Q1 FY19

1.8%

Q2 FY19

Q1 FY18

Q2 FY18

Q3 FY18

Q4 FY18

Q1 FY19

Q2 FY19

•

Adj. EBITDA was $106,684 for the quarter end

•

Operating expenses increased to $1.78M this quarter

mainly because of newly created Marketing,

vs. $1.47M YoY owing to investment in shared services

Corporate Development, and Human Resource

departments to provide Avante the ability to

Departments in an effort to achieve scale

execute on long-term vision

•

•

Salaries and related costs increased by $128,064 YoY,

Promotion, travel, and entertainment expenditures
also increased $66,252 YoY due to proposed

expansion into Oakville and other marketing initiatives
to spur organic growth
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Margin profile will recover in future quarters as Hold. Co. costs will be amortized over larger revenue base

Q & A
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People

Knowledge

Technology

