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Peter Kujawa
EVP & GM, Service Leadership & IT Nation

IT Solutions/Services Executive

* Led MSP turnaround, including the acquisition by one
of the largest privately held office technology dealers in
North America.

* Licensed attorney

« 2023 Top 50 Channel Influencer — Channel Futures

e 2025 CRN® Channel Chief

« With ConnectWise/Service Leadership since 2021
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Service Leadership Index Benchmarking Service

Leadershi

2 7K commeen WisE comsany

= 20 years of quarterly financial data of TSPs worldwide.

=  Objectively benchmarks management methods to tell our members how
closely they follow the management methods used by the top performers in
their specific PBM.

= Quarterly data includes income statement, balance sheet, ops, and FTEs.
= Online application rebuilt on the ConnectWise Platform in 2023

= Provides instant access to 80+ metrics, allowing members to compare their
performance with top performers in their PBM.

20 Service Leadership Index®

YEARS | Benchmarking
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Service Leadership Index

SERYICE [ INDEX))

My Financial Reports

HoTie Company Dashboard ®

Quarter / Year

Company Profile

Q3-2023 v
User Management

Financial Survey TR1.Total Product and Service Revenue

My Financial Reports

$2.1M

Company Dashboard

v -109 Qur/Qt

Group Dashboard

126. Managed Services Revenue

Operations Dashboard
$478.6K

v -4.6 Qtr/Qt:

Facilitator/Coach

Operational Maturity
Level

Beginning
1.8
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¢ Refresh

Dashboard

Last refresh 0 min ago

F14. Total Gross Margin% IS5a. Adjusted EBITDA %

B

Rolling 4 Quarters

28.3% -20.6%

/

A 162% QU/Ql Rolling 4 Quarters A 2071% QUQlr

G15. Gross Margin 2
7 Multiple of Wages

g

$583.2K

Rolling 4 Quarters A 3.5% Qu/au Rolling 4 Quarters >
1.6
Last 4 Survey Status 0.0
Q32023 3 Nov'23 ® Submitted
Additional Reports
Q22023 1 Nov'23 @ Submitted
Full Detail Report
X Balance Sheet
Q12023 1 Nov'23 ® Submitted
Q4 2022 1Nov'23 @ Submitted

SR10. Combined All Service Professionals

\/ 22 26

Associate Headcount

Service

Predominant B

[: Infrastructure-Managed Sves ()

EGMS. SG&A Expense% GM

/\/

Rolling 4 Quarters

127.9%

\/\

Relling 4 Quarters A 8.8% Quiau

SR11. Sales Labor Expense Multiple to Gross Margin

74 gg

Eight Quarter Income Statement

Research & Development Investment
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ver 80 KPIs Compare You to Best-In-Class Service

Leadership

CORPORATED

Rolling 4 Qtrs Industry Rolling 4 Qtrs Best In Rolling 4 Q4 Q1 Q2 Q3 LY Quarter (Q3 Last YTD (Q3 Current YTD (Q3
Avg Class Qtrs 2022 2023 2023 2023 2022) 2022) 2023)
G14. Commissions & Agency Gross Margin 69,766 39,824 5634 16,670 11,964 5,656 10194 32,008 34,290
G17 Services Gross Margin $2,017853 $1,467,083 5440788 $302,793 $341,132 $382,365 $443,246 $1,224,306 51,026,295

GROSS MARGIN %

F14. Overall Gross Margin %

F15. Hardware Resell Gross Margin %

F16 Software Licenses (Resell} % Gross Margin

F32. Cloud White Label [SP Branded) Services Resale GM%

F33. Cloud 3rd Party Branded Services Resale GM%

F34.Cloud Services Resale GM %

F35. Hardware as a Service GM% 70.3%

27.9%

F17b. Product Resale Subtotal GM%

209%

F17 Software Licenses (Own Software) % Gross Margin

F28. Commissions & Agency GM% 95.9% 100.0%

F18. Services Gross Margin Dollars % 50.4% 33.6%
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Our Definition of BIC Service,

Top Quartile EBITDA
TSPs are above this line, 15.1% Adj. EBITDA

aka “BIC”

If you have 100
service providers in
a room, and you
sort them by their
true EBITDA%.

Median EBITDA
Half doing better,
half worse

Bottom Quartile 5.6% Adj. EBITDA

Are below this line

Total Profit Solutions for IT Companies’ | service-leadership.com _
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Overall, Strong Quarter But...

Service

Leadershi

Avg. Growth MR4Q: | Avg. Growth MR4Q:

MSP Profitability Threshold Q4-25 Avg. Q4-25
Quartile Adj. EBITDA% Adj. EBITDA %

Top Quartile
(Best-in-Class)

>=15.1% 19.5%

Median 11.6% 11.2%

Bottom Quartile =< +5.6% 2.6%

9% of MSPs in were unprofitable.
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Total Revenue Recurring Revenue
12.3% 15.8%
7.7% 12.4%
2.8% 10.5%
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Roger Bannister broke the four-minute
mile on May 6, 1954.

His record lasted until...

© All Rights Reserved — Confidential anc



Roger Bannister broke the four-minute
mile on May 6, 1954,

His record lasted until...
« ..June 21, 1954 (not even 60 days)!

* Since then, over 1,750 athletes have done it, including
multiple high school athletes!

Why were so many able to do it after Roger Bannister did it?

Our goal is to provide you with an
understanding of what great looks like today
and some tips to help you get there that you
can start implementing today.
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Coming Soon! Service Leadership Index® 2026 Seryice

o o ° ™ Leadership
IT Solution Provider Compensation Report e

Exclusive compensation data and best practices of top-performing IT
solution providers.

Infrastructure Practice:

Report (400+ pages) includes: Field Technician

= Total annual earnings (TAE) of 50+ positions, including sales, marketing,

general administration/finance, technical services, and more. mm@
= 2025 TAE % increases and budgeted 2026 TAE % increases. —— =
= Allocation of incentive pay, by position and seniority level. s
= New roles added: Al, RPA, and specific outsourced positions.
= FTE changes in relation to Digital Workers

27
250
27,500

Managers: Variable Pay as % of TAE by
Company Profit Quartile Within All PBMs

Get notified of when the report
is released in early March!

If you participated in the compensation survey,
you will receive the report for free by end of

February as a thank you. — Report cost: US$1,999
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Historical TAE % Increases 2022-2026

Average TAE Increase % 2022-2026

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

7

Leadership )))

0%
? Actual 2022 Planned 2023 Actual 2023

34.0% 24.3% 22.6%

13.1% to 6.0% 43.5% 53.6% 52.7%
140.1% to 3.0% 20.5% 19.8% 22.1%
H No Increase 2.0% 2.3% 2.6%

M More than 6.0%
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Planned 2024 Actual 2024 Planned 2025 Actual 2025 Planned 2026

12.2%
62.8%
22.9%

2.2%

18.6%

57.2%

22.3%
1.9%

8.9%
60.8%
28.7%

1.6%

16.1%

50.2%

31.9%
1.8%

8.1%
53.2%
37.2%

1.5%

Total Profit Solutions for IT Companies’ | service-leadership.com

This chart shows the trend between the actual historical
increases from 2022-2025 & planned increases from
2023-2026.

2022 witnessed record increases across the board with
reduced TAE increases planned for 2023. The actual
results for 2023 were better than planned.

In 2024, solution providers expected further improvement
over the previous two years. While results did improve,
they did not improve as much as projected, due to a
higher percentage of increases over 6% (18.6% to 12.2%).

2025 saw a continuation of the same trend from 2024.
While results continued to improve, they did not improve
as much as projected, with a higher percentage of
increases over 6.0% (16.1% to 8.9%).

As solution providers plan for 2026, they expect further
improvement. Top-level (over 6.0%) increases are
planned to be reduced to 8.1%, while 53.2% of increases
are planned for the 3.1% to 6.0% range.

Will actual increases in 2026 come in higher than planned
increases in 2026, as they did in 20257 Time will tell, but
even if they fall a bit short of projections, as in 2024 and
2025, the trend is overwhelmingly positive.




2025 Actual & 2026 Planned TAE % Increase

All Regions

Average TAE Increase % 2025 vs. Planned 2026 by All Regions

o L

80%
70%
60%
so5 2025 2026 20252006
40%
30%
20%
10%
0% e
us us Canada Canada
H More than 6.0% 15.2% 7.5% 16.4% 6.2%
13.1% to 6.0% 52.1% 55.8% 53.2% 42.5%
140.1% to 3.0% 31.1% 35.5% 28.4%  49.5%
H No Increase 1.6% 1.2% 2.0% 1.8%
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2025202

Europe Europe

25.6% 25.2%
42.6% 23.6%
29.9% 49.8%
1.9% 1.4%

2026 2026
ANZ  ANZ
12.9% 6.8%
44.5% 47.8%
40.9% 43.7%
1.7%  1.7%

Leadership )))

2025 2026

(==
Avg, All  Avg, All

Regions Regions
16.1% 8.1%
50.2% 53.2%
31.9% 37.2%
1.8% 1.5%
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Across all regions, there is a decline from 2025 to
2026 in the planned increases of more than 6.0%.
Except for Europe, all regions are planning for a
nearly 50% reduction in the 6.0% or higher range,
the same trend as last year. Additionally, all regions
are planning for an increase in the proportion of
employees receiving planned TAE increases of under
3.0%.

While Europe is maintaining a large portion of 6.0%
or higher increases, a significant shift of to almost
50% of employees will be receiving only 0.1% to
3.0% TAE increase in 2026. This is an unusual pattern
compared to the other regions. Regardless, this
reduction of top-level TAE increases allows solution
providers to improve profitability or reinvest those
funds in Al and other opportunities to

drive efficiencies in service delivery and potentially
improve future payroll costs

Lastly, even with a reduction in higher-level planned
TAE increases, solution providers in all regions must
continue to prioritize price increase management
best practices to offset these additional payroll
costs, which are still higher than overall inflation
rates.




Average TAE by Position of Service Desk:
All Regions - Currency Converted to USD >N ershi

Leadership Average TAE by Position of Service Desk
I\":XJ)) (All Regions Converted to US Currency)
$120,000
$100,000
This chart shows the average TAE by 5
position for the service desk converted to g
USD (US dollars) to accurately compare pay x $80,000
differences across the regions. %
When comparing the average non-manager § $60,000 -
service desk position (omitting the service 2
desk manager), we found: 2
o $40,000 - -
&
= Europe pays 24.8% less than the US 2
» ANZ pays 27.4% less than the US 220,000
= Canada pays 43.1% less than the
us > us Europe ANZ Canada
M Dispatch/Service Coordinator $55,237 548,767 548,247 543,353
M Service Desk Specialist L1 $53,077 540,874 541,446 536,762
M@ Service Desk Specialist L2 566,885 552,624 $50,288 $44,905
m Service Desk Specialist L3 $84,571 $65,883 $63,903 $56,533
@ Service Desk Manager $97,791 568,836 $72,339 558,338
O Avg. Non Manager SD 564,943 552,037 $50,971 545,388

% Decrease of Avg Non-Manager SD from US 24.8% 27.4% 43.1%

© All Rights Reserved — Confidential and Proprietary — Licensed Material
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Staff: Variable Pay as a % of TAE by Serice ot

INCORPORATED

Company Profit Quartile Within All PBMs s

Leadgr;pjgj) Staff: Variable Pay as % of TAE
o by Company Profit Quartile within PBM
25.0% Do more profitable TSPs make greater use of
variable pay for staff?
Our analysis indicates the answer is yes. In past
20.0% years, the data has trended this way and it also
& matches our experience in our broader Service
5 Leadership Index financial benchmarking (as well
g 15.0% as in running our own TSP businesses).
E‘ That said, even the proportion of variable pay (as
5 | I a percent of TAE) is too low here. Variable pay for
f o - junior technical staff should be around 10% of
E R TAE and for senior technical staff it should be
N N URPPTETLLL b e around 20% OfTAE
5.0% gesd sTEFeee LS
oy e According to the Service Leadership Index 2024
Annual IT Solution Provider Industry
0.0% - Profitability Report, the BIC profit companies
_ a) Bottom 1/4 b) Median c) BIC earned an average of about 2.5x higher profit
WApplications 2:5% 4.2% 2-2% margin than the median profit companies. Greater
H General & Administration 4.8% 4.7% 5.1% . 2 . .
astructure 3% 9% 6% incentive compensation is one element of how
H Managed Services 3.5% 5.6% 7.7% they dO It.
i Sales & Marketing 12.3% 13.8% 22.3%
H All Depts 5.3% 6.6% 9.3%
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Managers: Variable Pay as a % of TAE by Seryice

Leadershi

Company Profit Quartile Within All PBMs R

Leadg\r;hig))) Managers: Variable Pay as % of TAE
o by Company Profit Quartile within PBM Do more profitable TSPs make greater use of
30.0% variable pay for managers?
Like the preceding page, the answer is yes. In most
55 0% of the previous years, the data has trended this way,

and it also matches our experience, as noted on the
preceding page.

20.0%

Again, the proportion of variable pay (as a percent
of TAE) is too low here. Variable pay for

managers should be 20%-40% of TAE depending on
management role.

According to the Service Leadership Index 2024

15.0%

10.0%

Variable (Incentive) Pay as % of TAE

Annual IT Solution Provider Industry Profitability
Report, the BIC profit companies earned an average
of about 2.5x higher profit percentage than the
median profit companies. Incentive compensation is
one way they do it.

5.0%

0.0%

a) Bottom 1/4 b) Median c) BIC . . o .

— ) ) ) The wide disparity in variable pay as a percentage of
M Applications 2.5% 5.3% 13.9% TAE bet BIC | d -
H General & Administration 8.6% 10.9% 12.8% € V\{een SElES Elnel nnkEliing managers,
o Infrastructure 38% 10.7% 13.9% and median and bottom "4 performers is a strong
= Managed Services 2.9% 2 5% 16.9% indicator of the power of effective incentive
o Owner 10.2% 13.6% 12.0% compensation in driving higher bottom-line
1 Sales & Marketing 10.3% 17.7% 25.8% profitability.
H All Depts 6.7% 11.0% 15.8%
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Staff and Managers: Sy
Average Variable Pay by Regions

CORPORATED

staff & Managers: Leadmhip))) This chart illustrates the level of variable pay for

. INDEX staff and managers by geographic region. Across
Average Variable Pay by Geography all regions, managers have a significantly higher

percentage of variable pay at 12.4%, compared to
7.5% for staff.

14.0% The US has the highest percentage of variable
pay for managers and staff at 12.9% and 7.9%,
respectively. Canada is close at 10.6% and 7.1%.
For Europe, there's a drop at 8.2% for managers
and 5.1% for staff.

ANZ has the lowest percentage of variable pay for
managers and the smallest delta between staff and
managers, at 6.2% and 4.8%, respectively.

16.0%

12.0%

10.0%

8.0%

Across all regions, these variable percentages have
increased from the prior year for both staff and
managers.

6.0% -

Higher levels of variable pay are a key factor

in how the BIC are better able to align employee
behavior more closely with company outcomes. A
well-desighed compensation plan should result
in a win-win situation for both the employee and
the firm that rewards company performance (and

ANZ Europe Canada All Regions overperformance) with escalating levels of variable
= Staff 4.8% 5.1% 7.1% 7.9% 7.5% Verp wI Ing lev vari
M Manager 6.2% 8.2% 10.6% 12.9% 12.4% pay percentage.

4.0% -

Percent of TAE That is Variable {Incentive, At Risk)

2.0% A

0.0% -
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a m CONNECTWISE company

How Is the Industry Doing?
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Last Five Years Have Been Great for MSPs B

Leadershi

NCORPORATED

S-L O EBITDA % by Year - PBM: Infra Managed Svcs

INDEX.
@ Btram 14 35 0%

20.0%

15.0%

10.0%

5.0%

EBITDA %

0.0%

-5.0%

-10.0%
2008 | 2009 (2070 | 2017 | 20712 [ 2013 | 20714 | 2015 | 2076 | 2017 | 2018 | 2019 | 2020 | 2027 | 2022 | 2023 | 2024

E Bottom 1/4 - Infra Managed Swvcs |-74%|-7.2%(-5.7%|-1.5%|-1.4%-2.8%|-1.2%|-1.3%| -0.3%| -0.5%(-0.3%|-0.5%-0.6%| 0.0% [ 0.1% | 0.2% | 0.3%
W Median - Infra Managed Svecs 7.2% | 5.6% | 6.9% | 8.0% | 7.7% | 7.8% | 7.9% | 8.3% | 8.7% | 8.5% | 8.79% | 9.1% |10.3%/10.5%(10.7%(10.6% 9.9%
E BIC - Infra Managed Svcs 24.8%(18.9%/18.9%18.7%|(17.6%:18.3%(17.6%(18.3%; 18.3%;18.1%{18.4%619.0%: 21 .E%|E1 A%|21.2%)20.5%19.7%
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But...Most Recent Non-PE Backed MSP
Four Quarters Managed Service Growth VeSRiership

Service

Leadership
“DEX)) Non PE-Backed MSP Managed Service Revenue Growth MR4Q

30.0% 20.0%

25.0%
© 15.0%
£
g
= 20.0%
E
2
G
o
<
o
= 15.0% 10.0%
wvi
=
10.0%
5.0%
5.0%
0.0% 0.0%

Q4/18 Q4/19Q1/20 Q2/20 Q3/20 Q4/20 Q1/21 Q2/21Q3/21Q4/21Q1/22 Q2/22 Q3/22 Q4/22 Q1/23 Q2/23 Q3/23 Q4/23 Q1/24 Q2/24 Q3/24 Q4/24 Q1/25 Q2/25 Q3/25 Q4/25
. MRAQ 12.1% 12.4% 12.6% 12.0% 11.9% 11.6% 10.9% 12.2% 14.2% 17.3% 21.5% 24.4% 25.3% 23.9% 20.8% 17.3% 14.6% 12.6% 11.8% 10.6% 8.2% 9.5% 10.4% 10.4% 10.6% 11.0%
e \MR4Q Profit % 10.1% 10.5% 10.6% 10.8% 10.7% 11.6% 11.9% 12.1% 12.1% 11.2% 11.3% 11.3% 11.4% 11.4% 11.7% 12.1% 12.3% 12.4% 12.5% 12.1% 12.3% 12.1% 12.2% 12.0% 12.1% 12.0%
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Average MSP EMEA: Most Recent 4 Quarters MS Growth

Leadershp Q
i EMEA Managed Service Revenue Growth MR4Q

25.0%

20.0%

s0% 4. N BB T
100% e
5.0% I |

0.0
Q1/21 Q2/21 Q3/21 Q4/21 Q1/22 Q2/22 Q3/22 Q4/22 Q1/23 Q2/23 Q3/23 Q4/23 Q1/24 Q2/24 Q3/24 Q4/24 Q1/25 Q2/25 Q3/25 Q4/25
EMR4AQ 27% 42% 7.7% 9.0% 11.9% 10.9% 13.6% 16.8% 19.5% 20.9% 18.5% 15.9% 14.0% 13.5% 10.6% 11.1% 14.0% 14.7% 15.8% 15.7%

MS MR4Q Growth/Decline

=
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MSP EMEA: % of MS Revenue Growth by Total Population g

Leade rshlp

? onnectWise' sol

4

% of Revenue Growth MR4Q

25.0%
15.7 % Industry Average

20.0%

15.0%

10.0%
5.0% I
0.0%

0% or less 0% to 5% % to 10% 10% to 15% 15% to 20% 20% or more
B % of Rev Growth 22.6% 12.9% 9. 7% 19.4% 16.1% 19.4%

% of Total Poplulation for Revenue Growth Tier
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Average MSP EMEA: Revenue Mix and Growth Seryice, .

Leadershi

INCORPORA
a"sY

Leadershi . . . .
< 'Pj) Relative Revenue Growth by Line of Business | (TR Total Revenue CAGR: 7.5%

8 Quarters ending in Q42025 | PBM™: Infrastructure-Managed Svcs | IT Universe | EMEA

120 2.5% The numbers along the top
105 1.06 1.06 1.07 show the average MSP's
1.00 revenue vs. Q1-24.
o 100
i 0% Total revenue QoQ was up in
2 Q4-25 at 1.6%, after increasing
e 080 0.4% in Q3-25.
o 1.5%
kS Non-recurring product resale
& 060 decreased -3.6% from Q1-24 to
o
2z 1 0% Q4-25.
040 Project services revenue
increased 4.5% YoY.
0.20 0-5% Cloud resale (AWS, M365,
Azure, etc.) grew 9.3% and has
0.0% now outpaced non-recurring
i Q12024 Q22024 Q32024 Q42024 Q12025 Q22025 Q32025 Q42025  CAGR product resale the last eight

m Non-Recur. Prod 0.18 0.17 0.16 0.17 0.16 0.15 0.14 0.14 -3.6% quarters as a % Of tOtal revenue.
(CL3) Recur. Prod 0.32 0.32 0.32 0.34 0.35 0.34 0.36 0.36 9.3%

m(16) I-TS 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 -2.7% Managed services revenue grew
(13) I-PS 0.08 0.08 0.08 0.08 0.08 0.08 0.08 0.09 4.5% 15.7%, slightly down from the
(126) I-MS 0.36 0.37 0.39 0.37 0.39 0.40 0.40 0.42 15.7% prior qua rter YOY grOWth Of
(131) I-SS 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 16.1% 15.89%

(A15) Total App Serv 0.01 0.01 0.01 0.03 0.01 0.01 0.01 0.01 S17.3% -© /0.

m All Other Revenue 0.02 0.01 0.02 0.02 0.02 0.02 0.02 0.02 9.3%

m Q/Q Total Revenue 0.0% I 2.2% 1.6% 2.3% 1.1% 1.4% 0.4% 1.6% I
(TR1) Total Revenue 1.00 1.00 1.03 1.04 1.05 1.06 1.06 1.07 7.5%
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Average MSP EMEA: Quarter over Quarter Growth g

Leadership j)

15.0%
2 10.0%
o
@

O

=

E

©  s50%

O

7]

=

o

0

&

5 0.0%
=

o

o

=

L]

=3

o  50%
-10.0%

Q/Q Non-Recur. Prod
W Q/Q Project Revenue
Q/Q MS Revenue
W Q/Q Total Revenue

Q12024
0.0%
0.0%
0.0%
0.0%

Relative Revenue Growth Q/Q by Line of Business
8 Quarters ending in Q42025 | PBM™: Infrastructure-Managed Sves | IT Universe | EMEA

Q22024
4.1%
9.8%
0.3%
2.2%

Q32024
-4.8%
-7.2%

5.1%
1.6%

© All Rights Reserved — Confidential and Proprietary — Licensed Material

Q42024
2.1%
2.0%
-2.1%
2.3%

Q12025
-3.7%
-6.4%
5.4%
1.1%

Q22025
-5.2%
1.7%
1.3%
1.4%

Q32025 Q42025 CAGR
-42% -22% -3.6%
6.1% 2.2% 4.5%
1.4% 4.8% 15.7%
0.4% 1.6% 7.5%

Total Profit Solutions for IT Companies’ | service-leadership.com
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Total revenue QoQ was up in Q4-
25 at 1.6%, after increasing 04%
in Q3-25.

Non-recurring product decreased
by 2.2% in the quarter, marking
the 4th quarterin a row of
decline.

Project services revenue
continued to be highly variable
with an increase of 2.2%,
following a large increase the
prior quarter of 6.1%

Managed services revenue
increased this quarter 4.8%, up
from a 1.4% increase in Q3-25.
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Financial Benchmarking:
Why It’s Important



Profit Delta: BIC vs. Median

68 Quarters

Medan
Earnings Before Interest, Taxes, Depreciation & Amortization (EBITDA) %  INDEX. @ Boviom 14
by PEM Q1-08 through Q4-24
Delta Over
68 Quarters 2.5: 3.0){ z-sx 2.2]( 2.3x Z.l:ht 2.1 X 1.9x
20.0%
18.0%
16.0%
< 14.0%
E 120%
Rk
=
E 10.0%
S
'd“: 8.0%
6.0%
4.0%
2.0%
0.0% PEM PEM: Inf PBM: Inf PBM - Inf PEM: A
N N s intra intra = |nTra ) . ppS
AllPBMs | Product- | FeM:Infra | o et | Managed | Shared | FeM:Infra | o ect
. Tech Sves Balanced
Centric Svcs Swes Swes Swes
i pedian EBITDA T.6% 4.3% 8.0% T7.8% B.6% 8.3% B.7% T.2%
E BIC EBITDA 18.9% 13.2% 2001% 17.0% 19.5% 16.4% 18.3% 13.6%
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Big Differences Between BIC, Median, and Bottom %

P&L Ratios by Profit Quartile S-L Bm:ﬁm‘
PBM: Infrastructure-Managed Svcs INDEX. @ Botom 14
Period: 2024
60.0%
GM$ Generated per $1 of
50.0% Sales & Mkting Cost:
' Bottom 1/4: $4.21
Median: $5.21
Best-in-Class: $6.42
S 40.0% '
g
S
+ 30.0%
&
e
&
20.0% -
10.0% - J:
0.0% - _ j_.
Product GM% Services GM% Total GM% Sales Cost% G&A Cost% SG&A% EBITDA%
HB1/4 19.7% 38.2% 33.2% 7.9% 25.5% 33.4% 0.3%
LI Median 24.4% 42.1% 36.0% 6.9% 21.3% 28.2% 9.9%
MBIC 27.8% 48.2% 41.7% 6.5% 17.6% 24.1% 19.7%
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Service

Big Differences Between BIC, Median, and Bottom %

Leadershi

NCORPORATED

. . s - L @ Best-in-Class
Gross Margin % by Services LOB © Median
PBM: Infrastructure-Managed Svcs INDEX. @ Boccom 114
Period: 2024
60% Service Revenue $ Generated per $1
of Service Taxable Wages:
Bottom 1/4: 2.3,
Median: 2.4,
50% Best-in-Class: 2.7.
40%
o
=
:
& 30%
o
@
o
20%
10% -
0% - " . .
Tech (T&M) Svcs Prof (Proj) Svcs Mgd Svcs Shared Svcs All Infra Combined All Apps Combined
MB1/4 14.4% -0.6% 41.1% 23.2% 38.4% 1.2%
1 Median 36.1% 25.4% 43.9% 41.1% 42 4% 21.0%
u BIC 37.4% 36.3% 48.8% 50.2% 47.7% 39.5%
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Myth #1:
Choose One, Either Profit or Growth

Service

Leadership

MSP Profitability Threshold Q4-25 Avg. Q4-25 Avg. Growth MR4Q: | Avg. Growth MR4Q:
Quartile Adj. EBITDA% Adj. EBITDA % Total Revenue Recurring Revenue

Top Quartile B ) i
(Best-in-Class) >=151% 19.5%
Median 11.6% 11.2%

© All Rights Reserved — Confidential and Proprietary — Licensed Material
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Myth #2:

. Seryvice
Only XYZ Size MSP Can Be BIC Yeiiershi
SERVICE
LEADERSHIP % of Companies by Profit Quartile, Sorted by Total Revenue Size
INDEX!) PBM: Infra-MS, by Profitability, 2024
100%
90%
22.7% 25.4% 25.9% 222% 258% 25.9% 24.4% 239% 25.6%
80%
2 0%
=
1]
=3
9 60%
= 43.7%
£ 50% 46.9% 49.7% 55.6% 51.5% o 49.6% 49.9% 49.4%
o
=
8 40%
£
[}
L
- 30%
Q
5
£ 20%
=
=
10%
0%
b) $1mm- ¢) §3mm- d) $emm- ) $10mm- ) $15mm-  g) $25mm- Total
L L Y W $6mm $10mm $15Smm | $25mm ssomm | 0MM o lulation
a) BIC 22.7% 25.4% 25.0% 22.2% 25.8% 25.9% 24.4% 23.9% 25.6%
b} Median 43.7% 46.9% 49.7% 55.6% 51.5% 52.2% 49.6% 49.9% 49.4%
Wc)Bottom 1/4  33.6% 27.8% 24.5% 22.2% 22.7% 21.9% 25.9% 26.3% 25.0%
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Myth #3:
| need to be located in XYZ to be BIC SR

INCORPORATED

SERVICE
AR ) % of Companies by Profit Quartile, Sorted by Geographic Region
NDEXS All PBMs in 2024
0%
90% 23 6% 21.2% 97 1% 25, 0%
B80%
L]
T 70%
5
.}
= 60%
o
- 48.5%
£ 48.6%
i 50% ' 50.0%
s 50.3%
2
E 40%
%]
()
k=]
2 0%
20%
10%
0% ALUZNE EUR Total Poplulation
aj BIC 23.6% 21.2% 27.1% 25.0%
b Median 48.6% 43.5% 20.3% 30.0%
) Bottom 1,/4 27.8% 30.3% 22 7% 25.0%
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No, It's Due to Operational Maturity Level™ (OML™)

DN B INNOVATING
OML 2 OPTIMIZING Same as OML 4,
now extending to
SCALING Robust controls. LOBs adjacent to
Detailed forward IT at high
., Basic controls. budgeting & performance.
BEGINNING Some forward attainment
budget planning, :
Don’t know what little attainment tiactng. Comp

tied to
you don’t know. tracking.
Largely trial and

ermor.

attainment.

Higher OML means increased ability to:

Drive accelerated performance | Maximize profit and value creation | Differentiate in the marketplace

Mitigate business risk | Drive accountability

© All Rights Reserved — Confidential and Proprietary — Licensed Material Total Profit Solutions for IT Companies’ | service-leadership.com
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OML and EBITDA Profitability Correlation

Service

Leadership

NCORPORATED

19.5%

|
@ Best-in-Class
§-L © Medin EBITDA % by Year - PBM: All PBMs

INDEX. @ Botom 4 25.0%
20.0%
15.0%
10.0%

3
g 5.0%

=

)

L
0.0%
-5.0%
-10.0%

2008 | 2009 [ 2010 | 2011 [ 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 20271 | 2022 | 2023 | 2024
M Bottom 1/4 - All PBMs |-9.4%|-9.0%|-5.1%|-3.0%|-3.7%|-4.5% |-1.9%|-3.0%|-1.2%|-2.2%|-1.2%|-1.6%|-1.3%|-0.6%| 0.1% | 0.1% |-0.1%
[ Median - All PBMs 44% | 50% | 6.4% | 6.8% | 7.2% [ 6.8% | 6.5% | 7.0% | 7.6% | 7.3% | 7.8% | 8.3% | 9.5% | 9.7% [10.0%| 9.9% | 9.3%
i BIC - All PBMs 18.9%(18.6%|18.6%|18.5%|17.9%|18.1%|17.1%|17.4%|18.0%|17.9%|18.2%|18.9%|21.4%|21.1%|21.1%|20.7%(19.5%

There is a strong positive correlation between OML and EBITDA.

© All Rights Reserved — Confidential and Proprietary — Licensed Material

9.3%
EBITDA% ®
Median | e
Average OML A
3.2
EBITDA% @
Bottom Quarte | e

Average OML A

2.9
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OML by Geographic Region

o Serl\_/ic% hi
: : : .  Leadership RacEP
Operational Maturity Level™ by Geographic Region NDEX )

All PBMs in 2024

100%
? 3.8%
90%

., 80%
=
O
> 70%
o]
" OML 5
i 47.4% -
o = OML 4
§ eo% 44.2% 43 5%
o 270 OML 3
c Q,
% 50% = OML2
A mOML 1
5 40%
>
% 30%
[a '

20%

10%

8.6%
0%

AUZ/NZ (Avg. OML: 2.8) EUR(Avg. OML: 3.0) NA (Avg. OML: 3.2)
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Target Customer Profile

Pursue a narrow enough size
range (# users) of customers,

that you need only build one
Service Factory™ and Sales

M

Factory™.

Then every sale uses the same
factories, and they will be highly

utilized and efficient.

© All Rights Reserved — Confidential and Proprietary — Licensed Material

High OML Service Equation

Technology Standards

Build a single customer and
management architecture.

Get new customers on it right
away.

Keep customers on it with
upgrades synchronized across
the contract base.

Cross-Selling Effectiveness

100% of customers buy 100% of
your offerings. Meaning:

As close to 100% of new
customers as possible, buy

your fullest MS "Gold
Package” Day 1.

Total Profit Solutions for IT Companies’ | service-leadership.com

Service .
Leadership

Best client
experience
at lowest
COGS.
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Value Creation Strategy
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Start With Value Creation Strategy > erhi

Budget & Comp for Next Year

Determines...

New Tech and New Solution (1) for Next Year
Determines...

Tech Standards / Vendor Selection
Determines...

Solution/Service Portfolio
Determines...

Target Customer Profile
Determines...

Value Creation Strategy (What do you want your company to be worth in 5 years?)
Determines...

Modes Theory Assessment (What is your destination, journey, and timeline?)
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Your OML in Value Creation Strategy SertSiershi

INCORPORATED

OML (1) (5

We're happy to have a good
company and if we can drive growth
each year, that means we're creating
value for ourselves.

We know how much stock value
we want to create, what year we
want to create it, and how we're

likely going to extract it.

WHY

Knowing where you're going makes it more likely you will make the proper decisions to get there.

Solution provides who can answer the "how much, how soon and how extract?” questions in detalil,

tend more often to be higher performers financially (profitability, revenue size). Those who cannot,
more often tend to have lower financial performance, and less consistent financial performance.
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Some Key Terms SertiSBership

(Personal Wealth Target) How much you expect to need when you
exit your business to live your desired lifestyle

PWT

(Business Valuation Target) How much you need your business to
be worth when it's time to exit

BVT

(Value Creation Strategy) Your plan for how you will get from your
current business valuation to your Business Valuation Target so
when you exit you have met your Personal Wealth Target
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Value Creation Strategy - Three Questions e ersh

2 7K commeen wise comean

1. What do you
want the company
to be worth?

3. How will you
plan to monetize
that value?

2. In what
period of time?

#1 and #2 need to be #3 doesn’t mean you
understood by your have to sell at the end
leadership team. of your VCS term.
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What is a Value Creation Strategy? o Riershi

“And now | know

what every year in
between needs to

Today my company is worth about $3mm. look like. 100"

By the end of 2033, | want my company to
be worth $6mm.

So, | need to grow by X% and increase my
profitability by Y%, and I'll be there.

That's my VCS.

————————————————————————————————— M 2036
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How Having a Value Creation Strategy Seryice

Leadershi

Impacts Decisions e

To Get There In...
My MSP Value Creation Goal

$7.5mm total revenue $25.1mm total revenue
$675,000 pre-tax profit $2,500,000 pre-tax profit
~34 employees ~112 employees

~68 material clients ~168 material clients
$7.5mm stock value $20.mm stock value
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How Having a Value Creation Strategy ——
Impacts Decisions ot

2 7K commeen

To Get There In...
My MSP Value Creation Goal

$7.5mm total revenue $25.7mm total revenue +27% / Year  +13% / Year
$675,000 pre-tax profit $2,500,000 pre-tax profit ~ *30% / Year  +14% / Year
~34 employees ~112 employees +21% /[ Year  +13% / Year
~68 material clients ~168 material clients +20% /Year  +10% / Year
$7.5mm stock value $20.mm stock value +30 Wins/Yr +15 Wins/Yr

Will likely require
M&A to achieve.
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High OML Sales
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Service

BIC Sell More Fully Managed Service Contracts eidership

7 co

RERViCE \ IMSR47. Percentage MS Contracts-Fully Managed ':,'Ig;{"anM;“ﬁRZEOZ‘; 8%
INDEXJ) 8 Quarters ending in Q42024 | PBM: Infra-Managed Bottom 2 MRQ4: 53.6% Higher-profitand growth TSPs tend to sell deals that
80.0% include more offers (and at higher prices) for their
target customer size than lower-performing TSPs.
75.0% Consider two car dealers selling the same make of
car: One sells only fully-loaded models, the other
70.0% sells the same models, but many are not fully
loaded. The former will grow faster, be bigger, and
65.0% more profitable. This is because it doesn't take 30%
Median profit and more effort to find and close a deal that is 30%
60.0% growth MSPs richer in content and price.

Higher-performing MSPs more often sell the “full

% of MS Contracts That Are Fully Managed

55.0% meal deal" with contracts starting at the widest
possible range of services. Lower performers more
50.0% often sell “partially managed” deals in hopes of
growth MSPs later upselling to their fullest range of services.
45.0% Most often, that upsell doesn’'t happen.
20.0% This chart shows the proportion of “full meal deals”

sold by MSPs in each profitability quartile. Even the

small difference between median and BIC drives
35.0% materially higher performance. Benefits continue to
accelerate exponentially when 80% or more of

309% 912023 Q22023 Q32023 Q42023 Q12024 Q22024 Q32024 Q42024 customers buy the full-meal deal.
BIC 67.2% 71.8% 70.4% 71.2% 70.6% 73.0% 71.9% 72.4% Sales and account management incentive plans
Median 63.6% 66.0% 66.2% 66.3% 65.1% 67.3% 65.2% 65.7% should drive this behavior.
—Bottom 1/4  53.1% 54.8% 552% 54.7% 52.3% 55.6% 53.4% 53.1%
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BIC Also Sell More Managed Security Serves

Lead h|

CORPORATED

SERVICE

LEADERSHIF Managed Security as a Percent of Total Revenue 2024/23 Growth Rate of
INDEX }) PBM: Infra-MS (MSPs) Managed Sec. Revenue
' 14.0% {and of Total Revenue)
Top Y Profit MSPs
120% 35.8% YoY $ Growth
(9.0%)
o 10.0%
2
g
&
= - Median Profit M5Ps
2 : 27.2% YoY $ Growth
- (7.4%)
-
s 6.0
ﬁ sessssnssusrerssss Bottom ¥: Profit MSPs
< 16.6% YoY $ Growth
s (1.6%)
= o (0
2,05
0.0
12023 Q22023 Q32023 2023 Q12024 Q22024 Q32024 42024
—Bottom 104 - M5 Sec, a5 % of Total Rew, 2.8 ne 1% 2.4 0% 4% 2.6% 2%
Median - MS Sec, as % of Total Rev. 6.1% 6.9% 6.1% 6.5% 6.6% G.A% 6.9% 7.0%
Top 1/4 (BIC) - MS Sec, as % of Total Rev. 12.3% 11.8% 11.9% 11.5% 11.9% 12.2% 12.7% 12.6%
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Top 25% of the Pyramid is Who You Want Ser¥iShersip

Type of SMB Decision Maker Type of Partners they seek
BUYING HABIT

About 25% “IT is critical to my success.
of SMBs IT is an investment!

High quality, strategic vin hich auali

business partner Seeking high quality,
strategic partner

Buys your top MS package,

if you call it “Optimal”

o - - A la carte, low- Seeking a la carte,
About 30% ITis Itmportant ) # low-cost provider
of SMBs but it's an expense. cost provider. Silver or Bronze, which

makes no one happy

Ad hoc Seeking cheapest,
About 45% “IT is (a possibly ’ least commitment
cheapest Time & Materials

of SMBs necessary) evil. provider (aka Break/Fix)
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https://www.connectwise.com/theitnation

a m CONNECTWISE company

Questions and Thank You
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