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Security Industry Companies’  
Growth Accelerating 

 
Sokoloff and Company’s Back Page of this 
newsletter shows the most recently reported 
quarterly growth in revenue compared to the 
same quarter the previous year for some 37 
publicly traded security companies.  Overall 
revenues are up 8.2% from Q3 2006 numbers.  
Since 2006, the Quarterly Comparative 
Growth* for Security companies has averaged 
over 22%. Over the same period companies in 
the middle of the list (median) have 
averaged about 14%. 
 
Issues that have played a part in the 
accelerated growth of the security 
industry are government mandates for 
HSPD-12, border security and 
protection of critical infrastructure.  IT 
convergence, video surveillance and 
demand for upgraded access systems 
are also contributing to growth in both 
the private and government sectors. 
 
Several companies listed on the Sokoloff 
and Company Back Page rankings**  had 
strong numbers, but most notable was 
Siemens AG (NYSE:SI).  Siemens, which 
includes security as a part of its 
worldwide business operations, climbed 
from number 27 to 16.  If you bought SI 
stock at the beginning of 2007 you would 
have witnessed a steady climb in the stock 
price resulting in over a 60% gain by 
November.    As the chart on this page shows, 
SI handily topped this year’s performance of 

the Dow Jones, S&P, NASDAQ, and NYSE 
indexes. 
 
After growing revenues by nearly 21% in 
2006, growth has settled down to the high 
single digits in 2007.  Earnings have been 
growing consistently and the company’s P/E of 
about 25 has been mildly above the industry 
median.  Analysts are projecting around 16 as 
the forward P/E. 
 
Siemens’ CEO Peter Loescher and his board 
have made several pronouncements which 

continue to buoy investors’ expectations, 
despite some well publicized troubles. 
 
Plagued with corruption allegations and 
investigations that bribes were made to land 

telecom deals, the company has 
initiated stronger compliance systems.  
SI created a new executive board 
position to oversee legal and 
compliance matters, appointed a new 
Chief Compliance Officer, and merged 
all company audit activities under the 
corporate finance department headed 
by the CFO.   SI further announced 
their intent to cooperate with 
authorities on all investigations, and 
ended one of their investigations by 

accepting a fine from the German court. 
 
Mr. Loescher announced on October 5, that 
the company would be split into three 
segments and announced the final plans to 
the board on November 28th.  The 
restructuring is aimed at making the company 
leaner and more flexible.  The segments are 
health care, automation and infrastructure, and 
energy. 
 
The company also received EU Antitrust 
Clearance for its seven billion dollar 

acquisition of diagnostics company Dade 
Behring Holdings, Inc. 
(NASDAQ:DADE) on October 25, 
enjoying a subsequent boost of about 6% in 
its stock price. 
 
Finally, on November 8th, Siemens posted 
its first quarterly loss since 2001.  The 
fourth quarter loss is due to costs related to 
the sale of its automotive electronics unit 
and fines from ongoing investigations.  The 
company has issued a detailed 11-page 
document outlining the investigations and 
how much it would cost to cover the 
expenses. 
 
Further countering the continuing fall out 
from investigations in the U.S., 
Switzerland, Italy, Greece, China, 
Hungary, Israel, Russia, Norway and 

Indonesia, SI announced it would buy back 
as much as $14.72 billion of its shares by 
2010, thus touting its optimism for growth.  
Chief Executive Loescher said “We 
anticipate volume growth that is twice as high 
as the rate of global (gross domestic product) 
growth, and that our operating profit will grow 
at least twice as fast as our volume.” 
 
**Determination of rankings is based on the 
Enterprise Value to Sales Multiple (EVS).  This is 
market cap plus debt and any preferred stock, less 
cash, divided by trailing twelve  month sales.  EVS is 
an indicator of the relative value of the company 
compared to others in the same market. 
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Securing the Perfect Match  
 
When companies are faced with a decision 
to hire a systems integrator, jobs, time, and 
money are on the line.  Making the correct 
choice can be difficult and selecting 
unwisely can be a nightmare for all parties 
involved.   Mike Walsdorf, President, 
Advent Systems, Inc., Todd Channell, 
CEO, Sound Inc., and Joe Liguori, 
Founder, Access Control Technologies, 
Inc. all run successful security systems 
integration companies.  They offered some 
ideas on securing the perfect match. 
 
One of the key elements of an 
ideal pairing begins with 
establishing a long term 
partnering relationship based on 
trust.  According to Walsdorf, 
this should be a common goal for 
both sides and is the most 
important aspect in working 
together.   End-users should 
choose the integrator because they 
have confidence in the capability 
and credibility of the SI, not just 
because of the bottom line.   Says 
Waldorf,  “We don’t have to 
make all the money on an 
individual job, we know that if we 
do a good job for customers they’ll 
keep us around.” 
 
Todd Channell cited three points 
in creating trust.  1) An open, 
honest dialogue which compares 
customer expectations to the 
system integrator’s actual 
capabilities; 2) Face to face 
meetings to handle any 
disagreements or 
misunderstandings which may 
arise and; 3) A continuous two 
way education process—where the 
SI informs the end-user about new 
trends and technology and the end-user 
keeps the SI abreast of future projects.   
 
For Channell, honesty is the best policy.  
“An SI cannot successfully carry every line 
of product nor claim that they can install 

any and 
everything.   We 
don’t oversell 
our capabilities 
and therefore, 
we have 
successful 
installations with 
a solid base of customers that have 
confidence in us.” 
 
According to Joe Liguori, SIs must 
answer to the needs and concerns of the 
customer and then focus the solution.  This 
is best determined by having a 

comprehensive Request for Proposal (RFP) 
in place.  “Applications that are clear, 
concise and represent the best interests of 
both parties are the starting point to build 
upon” says Liguori. 
 

Walsdorf 
agrees:  “When 
customers 
specify a 
design with 
broad-based 
performance 
specifications, 

they’re going to get all kinds of numbers 
and thoughts on the project.”  
Comprehensive designs that are tightly 
written with numbers and drawings are 
much more likely to deliver what is 
expected in terms of price and 
performance.   

 
Channell also mentioned that 
accessibility and storage concerns 
need to be addressed up front as 
well as the coordination of other 
related trades like electricians, 
door hardware suppliers, and 
network equipment suppliers.   
 
Another vital step in assuring 
the success of a project is an 
understanding of how and when 
change orders are to be 
processed, says Channell.  “In 
this day and age there should be no 
such thing as a verbal direction 
when it comes to changes in 
contract.” 
 
Often design and/or engineering is 
contracted separately from the SI.  
Liguori feels that the emergence 
of the security consultant has 
played a significant role in this 
arena.  “As the size of the projects 
escalate, the separation becomes 
more pronounced.”  Channell says 
“It gives the customer more 
peace of mind and is always 
highly desirable to split up the 
elements.”  He says there are 
times, however that the SI has 

special inherent knowledge of a customer’s 
existing systems and infrastructure.  “In 
these cases, it is imperative that a SI be 
part of the design/engineering.” 
 
Walsdorf says postponements and cost 
overruns can be a product of hiring SI’s 
that subcontract and broker.   “They’re 
not going to have the control that 
companies like ours do.”   In addition, 
Channell mentioned that setbacks happen 
when an end-user doesn’t want to pay the 
money needed to hire a consultant/engineer 

 

Mike Walsdorf 
President, Advent Systems, Inc. 
 
Mike Walsdorf is a 25 year veteran in the low voltage systems integra-
tion business and has owned and operated Advent Systems for the 
past twelve years.  He is a member of ASIS, Director of the Electrical 
Contractor’s Association of Chicago and holds degrees from John 
Carroll University and NYU.   

Todd Channell 
CEO, Sound Incorporated 
 
Todd grew up in the family business and joined it full 
time in 1988 after playing professional hockey for 
three years with the Hartford Whalers.  Over the past 
18 years he helped to develop the company’s Secu-
rity Group and became owner and CEO in 2001. 

 

 
to put out a quality RFP.  “Too many 
times a customer thinks they can save 
money by doing it themselves.  There is 
always an ROI when having professionals 
develop an RFP.” 
 
Another aspect to assure that the job runs 
smoothly goes all the way back to the 
bidding process.   “Make sure the highest 
quality SI’s are invited to propose and the 
invitation is sent to the appropriate person 
with a return receipt requested.  You’d be 
surprised how many times specifications 
and drawings land in the wrong people’s 
hands, resulting in no proposal submitted” 
says Channell.  He also 
says to delve into the 
depth of the SI to 
determine if they have 
the expertise down to the 
network level.  Ask 
difficult questions like 
“What is the SI’s annual 
education/training budget 
and how much did they 
invest in their support 
infrastructure in the past 
year?”   
 
In this day of 
convergence, it is hard to 
determine whether or not 
an SI has all of the 
technical skills required to 
complete every element of 
a project.  There are a few 
things that can make it 
easier.  According to  
Liguori “This was very 
difficult in the past, but 
now we have entered the 
age of certification.  Ask 
the SI how many 
products they represent 
and to see the training 
certification.”   
 
Some customers, having been burned in 
the past, resort to completion penalties in 
an effort to insure that the job finishes on 
time.   However, overall, the SI’s 
interviewed found them to be largely 
ineffectual.  “I personally do not believe 
that they are necessary if the parties 
involved are all communicating and if the 
schedule of values is being properly acted 
upon”, says Walsdorf.  He also says 
Advent takes completion penalties 
seriously but that many companies ignore 
them and they are difficult to enforce 
because other parties can impact their 
outcome.  Channell pointed out: “How 

can an SI be held 
accountable 
when they are 
often a “last 
system” and 
always at the 
mercy of many 
other trades?” 
 
A final area that all customers should 
evaluate is the financial strength and 
reputation of the SI.  Liguori suggests 
that financial statements can be 
misleading and that they are a 
culmination of a number of aspects. 

“Engage in direct measures by talking to 
suppliers, customers, and other resources 
that work with the SI on a regular basis.”  
Channell says to “always ask for a bank 
reference, ask demanding questions about 
key ratios, years at the bank, etc.” 
 
Some SIs may be unwilling to give 
financial information out.  Walsdorf says 
to ask for references.  “Most savvy end-
users want to talk to 3-5 people.  Very 
sophisticated people will also ask you 
about business you’ve lost and why.”  The 
quality of references is important as well.  
Channell says that a consultant or 

engineer is sometimes 
better than a direct customer.  “Common 
sense will tell you the SI is only going to 
list customers in excellent standing.  A 
consultant will tell you if the SI is one 
they often include in RFP invitations 
and good standing.  A local ASIS chapter 

is a good place to get a list of security 
consultants and engineers.” 
 
Another tactic in judging the SI is to 
visit a prospective company’s facilities 
on short notice.  “Ask for a tour and 
make sure to view inventory and in-
house support areas. Asking for a joint 
meeting with manufacturer’s 
representatives is always a good idea as 
well” says Channell. 
 
Determining the perfect SI partner is 
demanding but quite attainable.  End-
users that thoroughly investigate 
prospective companies as well as fully 
and professionally plan the design and 
engineering of the project come out on 
top.   Taking the time and avoiding short 
cuts helps to avoid delays and cost 
overruns.  Perhaps most importantly, it 
lays the groundwork for a strong 
relationship for years to come. 

Contact  
Sokoloff & Company 

 
Please contact Mark Schwartz, 

Managing Director 
New Business Development,  

for a confidential consultation  
  about your company’s merger 

and acquisition needs.  

Do you receive our free weekly e-mail  
Security Newsletter Update?  If not, please 
adjust your spam filter or sign up easily on-

line at www.sokoloffco.com. 
 

While at our website, surf around.  
There’s plenty of useful information, 

including our archive of M&A 
Transaction Case Histories.  

 

“Always do right.  This will gratify 
some people and astonish the rest.” 

- Mark Twain (1901) 

Joe Liguori 
Vice President, GM 
Access Control Technologies, Inc. 
 
Joe Liguori has been in the security business 
since 1982 and has worked for a variety of com-
panies from Wells Fargo Alarm Services to  Casi-
Rusco.   He has been with Access since 1990. 


