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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a) of the Securities
Exchange Act of 1934

Filed by the Registrant þ

Filed by a Party other than the Registrant o

Check the appropriate box:

o  Preliminary Proxy Statement
o  Confidential, For Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
þ  Definitive Proxy Statement
o  Definitive Additional Materials
o  Soliciting Material Pursuant to § 240.14a-12

SERVIDYNE, INC.
(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

o  No fee required.

o  Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

(1)  Title of each class of securities to which transaction applies:

(2)  Aggregate number of securities to which transaction applies:

(3)  Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set
forth the amount on which the filing fee is calculated and state how it was determined):

(4)  Proposed maximum aggregate value of transaction:

(5)  Total fee paid:

þ  Fee paid previously with preliminary materials.
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o  Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for
which the offsetting fee was paid previously. Identify the previous filing by registration statement number, or the
Form or Schedule and the date of its filing.

(1)  Amount Previously Paid:

(2)  Form, Schedule or Registration Statement No.:

(3)  Filing Party:
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Servidyne, Inc.
1945 The Exchange

Suite 300
Atlanta, Georgia 30339-2029

July 29, 2011

Dear Shareholder:

You are cordially invited to attend the special meeting of shareholders of Servidyne, Inc., a Georgia corporation (the
�Company�), which will be held at the Company�s headquarters at 1945 The Exchange, Suite 300, Atlanta, Georgia
30339-2029, on August 26, 2011, at 11:00 a.m., local time.

On June 26, 2011, we entered into a merger agreement with Scientific Conservation, Inc. (�SCI�) and Scrabble
Acquisition, Inc. (�Merger Sub�), which is a wholly-owned subsidiary of SCI. The merger agreement provides that
Merger Sub will merge with and into the Company with the Company continuing as the surviving corporation and as a
wholly-owned subsidiary of SCI. If the merger is completed, Company shareholders will receive $3.50 in cash,
without interest, and less any applicable withholding tax, for each share of Company common stock owned by them at
the time of the merger, and Company shareholders will cease to have an ownership interest in the continuing business
of the Company. The aggregate purchase price for the Company is approximately $13.1 million on a fully diluted
basis.

As described in the enclosed proxy statement, you are being asked to consider and vote on (i) a proposal to approve
the merger agreement, (ii) a proposal to approve, on an advisory basis, the merger-related compensation for the
Company�s named executive officers and (iii) a proposal to adjourn the special meeting to a later date, if necessary or
appropriate, to solicit additional proxies if there are insufficient votes in favor of the proposal to approve the merger
agreement.

After careful consideration, a special committee of our board of directors, consisting of all four (4) of our
non-management directors, and our entire board of directors unanimously determined the merger, the merger
agreement and the transactions contemplated thereby to be advisable and fair to and in the best interests of the
Company and its shareholders, and approved and adopted the merger and the merger agreement. Therefore, our
board of directors unanimously recommends that you vote �FOR� approval of the proposal to approve the
merger agreement, �FOR� the proposal to approve, on an advisory basis, the merger-related compensation for
the Company�s named executive officers and �FOR� the proposal to adjourn the special meeting to a later date, if
necessary or appropriate, to solicit additional proxies if there are insufficient votes in favor of the proposal to
approve the merger agreement.

The enclosed proxy statement provides detailed information about the merger agreement, the merger and the special
meeting. We encourage you to read this information carefully. You may also obtain more information about the
Company from documents we have filed with the Securities and Exchange Commission (the �SEC�), which can be
found on the SEC�s website at www.sec.gov.

Only shareholders of record of common stock at the close of business on July 20, 2011, or the record date, are entitled
to notice of, and to vote at, the special meeting or any adjournment or postponement thereof.

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 4



The merger agreement must be approved by the holders of a majority of the shares of our outstanding common stock
on the record date, so your vote is very important, regardless of the number of shares you own. If you fail to vote on
the approval of the merger agreement, the effect will be the same as a vote against the proposal to approve the merger
agreement.

Certain shareholders of the Company, which as of July 20, 2011 held approximately 56% of the outstanding shares of
common stock of the Company, have entered into voting and support agreements pursuant to which the shareholders
have agreed, among other things, to vote in favor of the merger and against
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alternative transactions, subject to, with respect to approximately 27% of the outstanding shares of common stock of
the Company, termination of such voting obligations under certain circumstances as more fully described in the
enclosed proxy statement.

The affirmative vote of the holders of at least a majority of the shares present, in person or by proxy at the special
meeting and entitled to vote thereon, is required, (i) provided a quorum is present, to approve the proposal to approve,
on an advisory basis, the merger-related compensation for the Company�s named executive officers and (ii) whether or
not a quorum is present, to approve the proposal to adjourn the special meeting to a later date, if necessary or
appropriate, to solicit additional proxies if there are insufficient votes in favor of the proposal to approve the merger
agreement.

To vote your shares, you may use the enclosed proxy card, vote via the Internet or telephone, or attend the special
meeting in person. If you hold shares in �street name� through a broker or nominee, you should follow the procedures
provided by your broker or nominee. On behalf of the board of directors, I urge you to sign, date and return the
enclosed proxy card, or vote via the Internet or telephone as soon as possible, even if you currently plan to
attend the special meeting. If you are a shareholder of record of the Company, voting by proxy will not prevent you
from voting your shares in person if you subsequently choose to attend the special meeting.

On behalf of our board of directors and employees, thank you for your support of our Company. I look forward to
seeing you at the special meeting.

Sincerely,

Alan R. Abrams
Chairman of the Board and Chief Executive Officer

This proxy statement is dated July 29, 2011, and is first being mailed to Company shareholders on or about August 1,
2011.

Neither the SEC nor any state securities regulatory agency has approved or disapproved the merger, passed
upon the merits or fairness of the merger or passed upon the adequacy or accuracy of the disclosures in this
proxy statement. Any representation to the contrary is a criminal offense.
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Servidyne, Inc.
1945 The Exchange

Suite 300
Atlanta, Georgia 30339-2029

Notice of Special Meeting of Shareholders
To Be Held On August 26, 2011

To the Shareholders of Servidyne, Inc.:

Notice is hereby given that a special meeting of shareholders of Servidyne, Inc., a Georgia corporation (the
�Company�), will be held on August 26, 2011, at 11:00 a.m., local time, at the Company�s corporate headquarters located
at 1945 The Exchange, Suite 300 Atlanta, Georgia 30339-2029, for the following purposes:

1. To consider and vote upon the approval of the Agreement and Plan of Merger, dated as of June 26, 2011, among
Scientific Conservation, Inc., a Delaware corporation, Scrabble Acquisition, Inc., a Georgia corporation and
wholly-owned subsidiary of Scientific Conservation, Inc., and the Company, as more fully described in the enclosed
proxy statement;

2. To consider and vote on a proposal to approve, on an advisory basis, the merger-related compensation for the
Company�s named executive officers; and

3. To consider and vote on a proposal to adjourn the special meeting to a later date, if necessary or appropriate, to
solicit additional proxies if there are insufficient votes in favor of the proposal to approve the merger agreement.

The board of directors of the Company has fixed the close of business on July 20, 2011 as the record date for the
special meeting or any adjournment or postponement thereof. Only shareholders of record of common stock at the
close of business on the record date are entitled to notice of, and to vote at, the special meeting or any adjournment or
postponement thereof. At the close of business on the record date, there were outstanding and entitled to
vote 3,675,782 shares of Company common stock.

Holders of Company common stock are entitled to dissenters� rights under the Georgia Business Corporation Code in
connection with the merger if they meet certain conditions. See �The Merger � Dissenters� Rights� on page 45. A copy of
Article 13 of the Georgia Business Corporation Code is attached to the proxy statement as Annex E.

Your vote is important. The affirmative vote of the holders of a majority of the outstanding shares of the
Company�s common stock on the record date is required to approve the merger agreement. The affirmative
vote of the holders of at least a majority of the shares present, in person or by proxy, at the special meeting and
entitled to vote thereon is required, (i) provided a quorum is present, to approve, on an advisory basis, the
merger-related compensation for the Company�s named executive officers and (ii) whether or not a quorum is
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present, to adjourn the special meeting to a later date, if necessary or appropriate, to solicit additional proxies
if there are insufficient votes in favor of the proposal to approve the merger agreement.

Certain shareholders of the Company, which as of July 20, 2011 held approximately 56% of the outstanding shares of
common stock of the Company, have entered into voting and support agreements pursuant to which the shareholders
have agreed, among other things, to vote in favor of the merger and against alternative transactions, subject to, with
respect to approximately 27% of the outstanding shares of common stock of the Company, termination of such voting
obligations under certain circumstances as more fully described in the enclosed proxy statement.
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All shareholders are cordially invited to attend the special meeting in person. Even if you plan to attend the special
meeting in person, we request that you complete, sign, date, and return the enclosed proxy or vote via the Internet or
telephone and thus ensure that your shares will be represented at the special meeting if you are unable to attend. If you
do attend the special meeting and wish to vote in person, you may withdraw your proxy and vote in person. Holders of
common stock may revoke their proxies in the manner described in the accompanying proxy statement at any time
before they have been voted at the special meeting.

By Order of the Board of Directors

SERVIDYNE, INC.

Alan R. Abrams
Chairman of the Board and Chief Executive Officer

Atlanta, Georgia

July 29, 2011
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Summary Term Sheet

This summary, together with the section of this proxy statement entitled �Questions and Answers About the Special
Meeting and the Merger,� highlights selected information from this proxy statement and may not contain all of the
information that is important to you. To understand the merger fully and for a more complete description of the legal
terms of the merger, you should read carefully this entire proxy statement and the documents we refer to herein. The
merger agreement is attached as Annex A to this proxy statement. Before voting on the proposal to approve the
merger agreement, we encourage you to read the merger agreement as it is the legal document that governs the
merger.

Except as otherwise specifically noted in this proxy statement, �we,� �our,� �us,� and similar words in this proxy
statement refer to Servidyne, Inc. In addition, we sometimes refer to Servidyne, Inc. as �Servidyne� or the
�Company,� to Scientific Conservation, Inc. as �SCI� and to Scrabble Acquisition, Inc. as �Merger Sub.�

The Companies (page 21)
Servidyne, Inc.
1945 The Exchange
Suite 300
Atlanta, Georgia 30339-2029

Servidyne, Inc. is headquartered in Atlanta, Georgia, and operates globally through its wholly-owned subsidiaries. The
Company provides comprehensive energy efficiency and demand response solutions, sustainability programs and
other products and services. The Company serves a broad range of markets in the United States and internationally,
including owners and operators of corporate, commercial office, hospitality, gaming, retail, light industrial,
distribution, healthcare, government, multi-family and education facilities, as well as energy services companies and
public and investor-owned utilities. Servidyne is publicly traded on The Nasdaq Global Market, or Nasdaq, under the
symbol �SERV.�

Scientific Conservation, Inc.
2 Bryant Street, Suite 210
San Francisco, California 94105

Scientific Conservation, Inc. is a provider of energy efficiency solutions via predictive diagnostics and analytics for
the $5 billion commercial building market. SCI�s suite of energy management solutions uses the industry�s first
software-as-a-service (Saas) platform to help reduce annual energy spending by comparing predicted energy and
system efficiencies against real-time operation. SCI�s headquarters are in San Francisco, California, with its technology
center in Atlanta, Georgia.

Scrabble Acquisition, Inc.
2 Bryant Street, Suite 210
San Francisco, California 94105

Scrabble Acquisition, Inc., a wholly-owned subsidiary of SCI, was organized solely for the purpose of entering into
the merger agreement with us and completing the merger and has not conducted any other business operations.

The Merger (page 22)

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 14



The merger agreement provides that Merger Sub will merge with and into the Company, with the Company
continuing as the surviving corporation and as a wholly-owned subsidiary of SCI. At the effective time of the merger,
each share of Company common stock outstanding immediately prior to the effective time of the merger, other than
shares held by us, SCI or Merger Sub, or by shareholders properly exercising dissenters� rights under Georgia law, will
be automatically converted into the right to receive the per share consideration of $3.50 in cash, without interest and
less any applicable withholding taxes (which we refer to as the per share consideration). Any withheld amounts will
be treated for all purposes as having been paid to
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the holder of Company common stock in respect of whose shares the withholding was made. As a result of the
merger, the Company will become a direct wholly-owned subsidiary of SCI and will cease to be an independent,
publicly-traded company.

Merger Consideration (page 48)

If the merger is completed, you will receive the per share consideration of $3.50 in cash, without interest and less any
applicable withholding tax, in exchange for each share of Company common stock that you own.

After the merger is completed, you will have the right to receive the per share consideration, but you will no longer
have any rights as a Company shareholder and will have no interest in SCI. Company shareholders will receive the per
share consideration after exchanging their Company stock certificates in accordance with the instructions contained in
the letter of transmittal to be mailed to our shareholders as soon as reasonably practicable after the closing of the
merger.

Treatment of Stock Options, Stock Appreciation Rights and Warrants (page 52)

At the effective time of the merger, each stock option exercisable for shares of Company common stock that is
�in-the-money� (i.e., when the exercise price of such stock option is greater than $3.50) will vest (if not previously
vested), and the holder thereof will be entitled to receive in exchange therefor an amount in cash equal to the product
of (i) the excess, if any, of (x) $3.50 over (y) the exercise price per share of Company common stock subject to such
in-the-money stock option multiplied by (ii) the number of shares of Company common stock represented by such
stock option. Each grant of stock appreciation rights that is �in-the-money� will vest (if not previously vested) and the
holder thereof will be entitled to receive in exchange therefor an amount in cash equal to the product of (i) the excess,
if any, of (x) $3.50 over (y) the exercise price of such in-the-money stock appreciation right, multiplied by (ii) the
number of units represented by such stock appreciation rights. Each stock option and stock appreciation right that is
outstanding and unexercised immediately prior to the effective time of the merger that is not in-the-money will expire
and be cancelled as of the effective time for no consideration.

Each warrant that is in-the-money that is outstanding and unexercised immediately prior to the effective time of the
merger will expire and be cancelled for no consideration.

As of July 27, 2011, none of the outstanding stock options or warrants of the Company were in-the-money, and
70,140 shares of common stock were subject to stock appreciation rights that were in-the-money, assuming a fair
market value of $3.50 per share.

Treatment of Restricted Stock (page 52)

Each share of restricted stock of the Company that is outstanding immediately prior to the effective time of the merger
will vest (if not previously vested) and the holder thereof will be entitled to receive the per share consideration in
exchange therefor. As of July 27, 2011, no unvested shares of restricted stock were outstanding.

Effective Time of the Merger (page 45)

The closing of the merger will occur no later than the fifth business day after the conditions to the merger set forth in
the merger agreement have been satisfied or waived or at such other time as agreed to by the Company, SCI and
Merger Sub. Although we expect to complete the merger in our fiscal quarter ending October 31, 2011, we cannot
assure you that the Company, SCI and Merger Sub will satisfy or waive all of the conditions to the merger.
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Market Price and Dividend Data (page 15)

Our common stock is listed on Nasdaq under the symbol �SERV.� On June 24, 2011, the last full trading day prior to the
public announcement of the merger, the closing price for our common stock was $2.26 per
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share. On July 27, 2011, the second to last trading day prior to the date of this proxy statement, the closing price for
our common stock was $3.46 per share.

Material Federal Income Tax Consequences of the Merger (page 48)

The receipt of cash pursuant to the merger will be a taxable transaction for U.S. federal income tax purposes, and may
also be a taxable transaction under applicable state, local, or foreign income or other tax laws. Generally, for
U.S. federal income tax purposes, a shareholder will recognize gain or loss equal to the difference between the amount
of cash received by the shareholder in the merger and the shareholder�s adjusted tax basis in the shares of Company
common stock converted into cash in the merger. If the shares of Company common stock are held by a shareholder
as capital assets, gain or loss recognized by such shareholder will be capital gain or loss, which will be long-term
capital gain or loss if the shareholder�s holding period for the shares of Company common stock exceeds one year.
Capital gains recognized by an individual upon a disposition of a share of the Company that has been held for more
than one year generally will be subject to a maximum U.S. federal income tax rate of 15% or, in the case of a share
that has been held for one year or less, will be subject to tax at ordinary income tax rates. In addition, there are limits
on the deductibility of capital losses. Because individual circumstances may differ, you should consult your own tax
advisor to determine the particular tax effects to you.

Reasons for the Merger and Recommendation of the Special Committee and the Board of Directors (page 30)

In the course of reaching its decision to approve the merger agreement and to recommend that our shareholders vote to
approve the merger agreement, a special committee of our board of directors, consisting of all four (4) of our
non-management directors (which we refer to as the special committee), and our entire board of directors consulted
with our senior management, financial advisors and legal counsel, reviewed a significant amount of information, and
considered a number of factors, including, among others, the per share consideration to be received by holders of
Company common stock in the merger and the current and historical market prices of Company common stock, the
current and anticipated future competitive landscape of our industry, the formal support of the merger agreement from
holders of approximately 56% of our shares of common stock, the status and history of discussions with other
potential bidders, the Company�s tangible book value and total book value per share, the written opinion of our
financial advisor, Ladenburg Thalmann & Co. Inc. (who we refer to as Ladenburg), and the terms and conditions of
the merger agreement, including our ability to, under certain circumstances, furnish information to, and conduct
negotiations with, a third party if we receive an acquisition proposal superior to SCI�s proposal.

For the reasons set forth above and under the caption �The Merger � Reasons for the Merger and
Recommendation of the Special Committee and the Board of Directors,� our board of directors, based upon the
unanimous recommendation of the special committee, (i) unanimously determined the merger, the merger
agreement and the transactions contemplated thereby to be advisable and fair to and in the best interests of the
Company and its shareholders, (ii) approved and adopted the merger and the merger agreement,
(iii) authorized and approved the execution, delivery and performance of the merger agreement by the
Company, directed that the merger and merger agreement be submitted for approval by our shareholders at
the special meeting, and (iv) recommended that our shareholders vote �FOR� approval of the merger agreement
and �FOR� the proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies.

Opinion of the Company�s Financial Advisor (page 33 and Annex D)

Ladenburg made a presentation to the special committee on June 24, 2011 and subsequently delivered its written
opinion to the effect that, as of the date of the written opinion, and based upon and subject to the considerations
described in the written opinion, the per share consideration of $3.50 per share in cash to be received by the holders of
our common stock pursuant to the merger agreement was fair, from a financial point of view, to the holders of our
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The full text of the written opinion of Ladenburg which sets forth the assumptions made, procedures followed,
matters considered, and limitations on the review undertaken in connection with the opinion is attached as
Annex D to this proxy statement. You should read the opinion in its entirety. Ladenburg provided its opinion
for the information and assistance of the special committee in connection with its consideration of the
transaction contemplated by the merger agreement. The Ladenburg opinion is not a recommendation as to
how any holder of our common stock should vote or act with respect to the transaction or any other matter.
Ladenburg has received a fee of $150,000 in connection with the preparation and issuance of its opinion and
rendering advice to the special committee with respect to the merger, and will be reimbursed for its reasonable
expenses, including attorneys� fees, none of which payments were contingent upon the execution of the merger
agreement or the completion of the merger.

The Special Meeting of the Company�s Shareholders (page 16)

Date, Time, Place.  A special meeting of our shareholders will be held on August 26, 2011, at the Company�s corporate
headquarters located at 1945 The Exchange, Suite 300, Atlanta, Georgia 30339-2029, at 11:00 a.m., local time, to:

� consider and vote upon a proposal to approve the merger agreement;

� consider and vote upon a proposal to approve, on an advisory basis, the merger-related compensation for the
Company�s named executive officers; and

� consider and vote on a proposal to adjourn the special meeting to a later date, if necessary or appropriate, to
solicit additional proxies if there are insufficient votes in favor of the proposal to approve the merger
agreement.

Record Date and Voting Power.  You are entitled to vote at the special meeting if you owned shares of our common
stock at the close of business on July 20, 2011, the record date for the special meeting. You will have one (1) vote at
the special meeting for each share of our common stock that you owned at the close of business on the record date.
There are 3,675,782 shares of our common stock entitled to be voted at the special meeting as of the record date. As of
July 20, 2011, our directors and executive officers beneficially owned approximately 26.88% of the shares entitled to
vote at the special meeting (which includes stock options that may be exercised within sixty (60) days of July 20,
2011), and may have interests that are different from yours.

Quorum.  The holders of a majority of the outstanding shares of our common stock entitled to vote must be present,
either in person or by proxy, to constitute a quorum at the special meeting.

Required Vote.  The approval of the merger agreement requires the affirmative vote of a majority of the shares of our
common stock outstanding at the close of business on the record date. The affirmative vote of the holders of at least a
majority of the shares present in person or by proxy at the special meeting and entitled to vote thereon, is required,
(i) provided that a quorum is present, to approve the proposal to approve, on an advisory basis, the merger-related
compensation for the Company�s named executive officers and (ii) whether or not a quorum is present, to approve the
proposal to adjourn the special meeting to a later date, if necessary or appropriate, to solicit additional proxies if there
are insufficient votes in favor of the proposal to approve the merger agreement.

Certain of our shareholders, which as of July 20, 2011 held approximately 56% of the outstanding shares of Company
common stock, have entered into voting and support agreements (which we refer to as support agreements) pursuant
to which the shareholders have agreed, among other things, to vote in favor of the merger and against alternative
transactions, subject to, with respect to approximately 27% of the outstanding shares of Company common stock,
termination of such voting obligations under certain circumstances which would then allow them to vote in their
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Interests of Company Directors and Executive Officers in the Merger (page 41)

In considering the recommendations of the Company�s special committee and our board of directors with respect to the
merger agreement, shareholders should be aware that the Company�s directors and executive officers have interests in
the merger, and have arrangements that are different from, or in addition to, those of the Company�s shareholders
generally. These interests could create potential conflicts of interest. These interests relate to or arise from:

� payment of severance and certain other separation benefits to two (2) executive officers who, as a result of the
merger, are expected to lose employment with the Company following consummation of the merger;

� the expectation that the other two (2) Company executive officers will continue employment with the Company
after the consummation of the merger;

� repayment of loans made to the Company by certain directors and executive officers;

� acceleration of vesting of all �in-the-money� stock appreciation rights to the extent not vested, and the �cash out� of
any in-the-money stock appreciation rights held by certain executive officers;

� distribution of vested nonqualified deferred compensation plan accounts to directors and executive officers
participating in such plans, and possible distribution of vested 401(k) plan accounts to those executive officers
participating in such plan;

� reimbursement by the Company of certain personal legal expenses incurred by executive officers in connection
with the merger up to a maximum of $5,000 each;

� indemnification, expense advancement and liability exculpation provisions in the merger agreement in favor of
the Company�s directors and officers; and

� the purchase by SCI of a six-year �tail� directors� and officers� liability insurance policy to cover the directors and
officers currently covered by the Company�s directors� and officers� liability insurance policy.

Litigation Relating to the Merger (page 50)

The Company, SCI, Merger Sub and the Company�s board of directors have been named as defendants in two putative
class action lawsuits filed in Georgia brought by persons claiming to be Company shareholders who are challenging
the merger.

The complaints allege, among other things, that (a) the Company�s board of directors breached their fiduciary duties
by: (1) conducting an inadequate sales process that undervalued the Company; (2) agreeing to unfairly preclusive deal
protection measures; and (3) approving merger terms that unfairly vest some of the board members with benefits not
shared equally by other Company shareholders and (b) in one of the complaints, that the Company�s board of directors
failed to disclose material facts to shareholders in connection with the proposed transaction in this proxy statement.
The complaint also alleges that SCI knowingly aided and abetted these fiduciary duty breaches. The complaints seek
to enjoin the merger and other remedies.

The defendants believe the claims asserted in the lawsuits are without merit and intend to vigorously defend against
them.
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The consummation of the merger by SCI and Merger Sub depends on the satisfaction or waiver of a number of
customary conditions, including the following:

� the representations and warranties of the Company contained in the merger agreement, other than certain
specified representations, must be true and correct as of the date of the merger agreement and on the closing
date, except for inaccuracies which do not constitute and could not reasonably be expected to result in a
�material adverse effect� on the Company, and we must comply with or perform in all material respects all of our
covenants and obligations in the merger agreement;

5
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� approval of the merger agreement by the required shareholder vote, and holders of less than 5% in the
aggregate of the shares of Company common stock entitled to vote have delivered dissenter�s notice to the
Company before the vote is taken;

� the absence of certain legal prohibitions or restraints against the merger, or adversely affecting SCI;

� the absence of certain pending or threatened proceedings by a governmental authority relating to the merger;

� the absence of pending legal proceedings against the merger or adversely affecting SCI;

� SCI�s receipt of assurances that the Company has repaid all outstanding principal and interest due to certain
affiliated lenders;

� the delivery to SCI of certain final Phase I environmental site assessment reports on three (3) parcels of real
estate owned by the Company, certifying the absence of certain adverse environmental conditions;

� the delivery of certain title reports for the three (3) parcels of owned real property evidencing title owned free
and clear of most encumbrances;

� termination of the Company�s deferred compensation plans, 401-K plan and severance plan; and

� the absence of a �material adverse effect� on the Company.

Additionally, the consummation of the merger by the Company depends on the satisfaction or waiver of a number of
other customary conditions.

Termination of the Merger Agreement (page 65)

The merger agreement may be terminated prior to the effective time of the merger (whether before or after the
approval of the merger agreement by the required shareholder vote):

� by mutual consent of SCI and us;

� subject to certain limitations, by SCI or us if the merger has not been consummated by December 31, 2011;

� subject to certain limitations, by SCI or us if a U.S. court of competent jurisdiction or other U.S. governmental
body has issued a final and non-appealable order having the effect of permanently restraining, enjoining or
otherwise prohibiting the merger;

� by SCI or us if our shareholders have taken a final vote at the special meeting or any adjournment or
postponement thereof and have voted not to approve the merger agreement;

� by SCI (at any time prior to the approval of the merger agreement by the required shareholder vote) under
certain circumstances involving competing transactions, a change in our board of directors� recommendation
that our shareholders vote to approve the merger agreement or if certain other �triggering events� have occurred;

� by SCI if (i) we have breached any of our covenants or obligations under the merger agreement, or if any of
our representations or warranties are inaccurate, such that the conditions to closing relating to such covenants,

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 24



obligations, representations and warranties would not be satisfied, in each case, subject to a right to cure or
(ii) a �material adverse effect� has occurred following the date of the merger agreement; or

� by us if SCI has breached any of its covenants or obligations under the merger agreement, or if any of SCI�s
representations or warranties are inaccurate, such that the conditions to closing relating to such covenants,
obligations, representations and warranties would not be satisfied, in each case, subject to a right to cure.

6

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 25



Table of Contents

Termination Fees and Expenses (page 67)

If the merger agreement is terminated by SCI under certain circumstances involving competing transactions, a change
in our board of directors� recommendation that our shareholders vote to approve the merger agreement or certain other
�triggering events,� we may be required to pay to SCI a termination fee of $460,000. If the merger agreement is
terminated because our shareholders do not approve the merger agreement, we may be required to reimburse SCI�s
merger-related expenses up to a maximum of $450,000. In addition, in connection with a termination of the merger
agreement due to the failure of the Company�s shareholders to approve the merger, if we enter into an alternative
transaction within twelve (12) months of the termination of the merger agreement, we may be required to pay SCI a
termination fee of $460,000 in addition to the expense reimbursement mentioned above.

No Other Negotiations (page 58)

Under the merger agreement we are not permitted to take or resolve or publicly propose to take any of the following
actions:

� solicit, initiate, encourage, assist, induce or facilitate the making, submission or announcement of any
alternative �acquisition proposal� or �acquisition inquiry� or take any other action that could reasonably be
expected to lead to an alternative acquisition proposal or acquisition inquiry;

� furnish or otherwise provide access to any information regarding the Company (or any subsidiary of the
Company) to any person in connection with or in response to an alternative acquisition proposal or acquisition
inquiry; or

� engage in discussions or negotiations with any person with respect to any alternative acquisition proposal or
acquisition inquiry.

In addition, the merger agreement provides that (subject to certain exceptions) our board of directors may not resolve,
directly or indirectly, agree or publicly propose to take any of the following actions:

� withdraw or modify in a manner adverse to SCI or Merger Sub our board of directors� recommendation to our
shareholders that our shareholders vote to approve the merger agreement;

� recommend the approval, acceptance or adoption of, or approve, endorse, accept or adopt, any alternative
acquisition proposal; or

� approve or recommend, or cause or permit the Company (or any subsidiary of the Company) to execute or
enter into any agreement or document constituting or relating to, or that contemplates or could reasonably be
expected to result in an alternative �acquisition transaction.�

Notwithstanding these restrictions, under certain circumstances, and so long as we comply with certain terms of the
merger agreement described under �The Merger Agreement � Limitation on Soliciting, Discussing or Negotiating Other
Acquisition Proposals,� our board of directors may (i) respond to a bona fide unsolicited acquisition proposal not
obtained in violation of our covenants in the merger agreement, and (ii) recommend a �superior offer� and, in
connection with such recommendation, withdraw or modify its recommendation that our shareholders vote to approve
the merger agreement, where, among other things, our board of directors determines in good faith, after consultation
with an independent financial advisor of nationally recognized reputation and its outside legal counsel, that failure to
take such action would constitute a breach of its fiduciary duties to our shareholders under Georgia law. Such a

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 26



recommendation change, however, would not relieve the Company from its obligation under the merger agreement to
submit the merger to the shareholders at the special meeting.

Support Agreements (page 69 and Annexes B and C)

Concurrently with the execution and delivery of the merger agreement, certain of our shareholders, which as of
July 20, 2011 held approximately 28% of the outstanding shares of Company common stock, including our Chairman
and Chief Executive Officer and our Executive Vice President and certain of their family
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members and affiliated entities, executed support agreements pursuant to which such shareholders have agreed to vote
in favor of the merger, and against competing transactions, and have granted an irrevocable proxy to SCI with respect
to these matters.

Certain other of our shareholders, which as of July 20, 2011 held approximately 27% of the outstanding shares of
Company common stock, executed support agreements pursuant to which such shareholders have agreed to vote in
favor of the merger, and against competing transactions, and have granted a proxy to SCI with respect to these
matters; provided, however, these support agreements, and the related proxies, will terminate upon the withdrawal or
modification of the recommendation of our board of directors to the shareholders to approve the merger agreement. As
a result, if the board of directors withdraws or modifies its recommendation to approve the merger agreement due to a
�superior offer,� then these certain other shareholders will be released from their support agreements and may vote in
favor of such competing offer.

As a result, so long as these support agreements are not terminated in connection with the withdrawal or modification
of the recommendation of our board of directors, the approval of the merger agreement by our shareholders at the
special meeting is assured.

Dissenters� Rights (page 45 and Annex E)

Our shareholders have the right under Georgia law to exercise dissenters� rights and to receive payment in cash for the
fair value of their shares of our common stock. The fair value of shares of our common stock, as so determined, may
be more or less than the per share consideration to be paid to non-dissenting Company shareholders in the merger. To
preserve their rights, shareholders who wish to exercise dissenters� rights must (a) deliver to us before the vote is taken
at the special meeting written notice of their intent to demand payment for their shares, (b) not vote in favor of the
approval of the merger agreement, and (c) follow specific procedures. Company shareholders must precisely follow
these specific procedures to exercise dissenters� rights, or their dissenters� rights may be lost. These procedures are
described in this proxy statement, and the provisions of Georgia law that grant dissenters� rights and govern such
procedures are attached as Annex E to this proxy statement. You are encouraged to read these provisions carefully and
in their entirety.

Delisting and Deregistration of our Common Stock (page 48)

If the merger is completed, our common stock will be delisted from Nasdaq and deregistered under the Securities
Exchange Act of 1934, as amended, or the Exchange Act. As such, we would no longer file periodic reports with the
Securities and Exchange Commission, or the SEC, with respect to our common stock.

8
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Questions and Answers About the Special Meeting And The Merger

The following questions and answers are intended to address some commonly asked questions regarding the special
meeting and the merger. These questions and answers may not address all questions that may be important to you as a
Company shareholder. We encourage you to refer to and read carefully this entire proxy statement, the annexes to this
proxy statement, and the documents referred to in this proxy statement for a complete understanding of the special
meeting and the merger.

Q: When and where is the special meeting?

A: The special meeting of our shareholders will be held on August 26, 2011, at our headquarters at 1945 The
Exchange, Suite 300, Atlanta, Georgia 30339-2029 at 11:00 a.m., local time.

Q: What am I being asked to vote on at the special meeting?

A: You are being asked to vote (1) to approve a merger agreement that provides for the acquisition of the Company
by SCI; (2) to approve, on an advisory basis, the merger-related compensation for the Company�s named
executive officers; and (3) to vote to adjourn the special meeting to a later date, if necessary or appropriate, to
solicit additional proxies in favor of the proposal to approve the merger agreement in the event that there are
insufficient votes represented at the special meeting. The proposed acquisition would be accomplished through a
merger of Scrabble Acquisition, Inc., a wholly-owned subsidiary of SCI, with and into the Company. As a result
of the merger, the Company will become a wholly-owned subsidiary of SCI and the Company common stock will
cease to be listed on Nasdaq, will not be publicly traded and will be deregistered under the Exchange Act.

Q: What will I receive in the merger?

A: As a result of the merger, our shareholders will receive the per share consideration of $3.50 cash, without interest
and less any applicable withholding tax, for each share of Company common stock they own. For example, if you
own 100 shares of Company common stock as of the closing date of the merger, you will be entitled to receive
$350.00 in cash, without interest, less any applicable withholding tax in exchange for your shares.

Q: What will holders of stock options and stock appreciation rights of the Company receive as a result of the
merger?

A: Each stock option exercisable for shares of Company common stock that is �in-the-money� (i.e., when the exercise
price of the stock option is less than $3.50) will vest (if not previously vested), and the holder thereof will be
entitled to receive in exchange therefor an amount in cash equal to the product of (i) the excess, if any, of
(x) $3.50 over (y) the exercise price per share of Company common stock subject to such in-the-money stock
option, multiplied by (ii) the number of shares of Company common stock represented by such stock option.
Each stock appreciation right that is �in-the-money� will vest (if not previously vested), and the holder thereof will
be entitled to receive in exchange therefor an amount in cash equal to the product of (i) the excess, if any, of
(x) $3.50 over (y) the exercise price of such in-the-money stock appreciation rights, multiplied by (ii) the number
of units represented by such stock appreciation rights. Each stock option and stock appreciation right that is
outstanding and unexercised immediately prior to the effective time of the merger that is not in-the-money will
expire and be cancelled, as of the effective time, for no consideration. As of July 27, 2011, no in-the-money stock
options were outstanding and 70,140 shares of common stock were subject to in-the-money stock appreciation
rights, assuming a fair market value of $3.50 per share.
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Q: What do I need to do now?

A: We urge you to read this entire proxy statement carefully and to consider how the merger affects you. Then mail
your completed, dated and signed proxy card in the enclosed return envelope, or vote via the Internet or
telephone, as soon as possible so that your shares can be represented and voted at the special meeting. If you hold
your shares in �street name,� follow the instructions you receive from your broker on how to vote your shares.
Please do not send in your stock certificates with your proxy card.
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Q: How does the Company�s board of directors recommend that I vote?

A: Our board of directors unanimously recommends that you vote �FOR� the proposal to approve the merger
agreement, �FOR� the proposal to approve, on an advisory basis, the merger-related compensation for the
Company�s named executive officers and �FOR� the proposal to adjourn the special meeting, if necessary or
appropriate, to solicit additional proxies in favor of the proposal to approve the merger agreement.

Q: What factors did our board of directors consider in making its recommendations?

A: In making its recommendations, our board of directors took into account, among other things, the unanimous
recommendation of the special committee of the board; the per share consideration to be received by holders of
Company common stock in the merger, and the current and historical market prices of Company common stock;
the current and anticipated future competitive landscape of our industry; the status and history of discussions with
other potential bidders; the Company�s tangible book value and total book value per share; the written opinion of
our financial advisor, Ladenburg; and the terms and conditions of the merger agreement, including our ability to,
under certain circumstances, furnish information to, and conduct negotiations with, a third party, if we receive an
acquisition proposal superior to SCI�s proposal.

Q: Who is entitled to vote at the special meeting?

A: Only shareholders of record as of the close of business on July 20, 2011 are entitled to receive notice of the
special meeting and to vote the shares of Company common stock that they held at that time at the special
meeting, or at any adjournments or postponements of the special meeting.

Q: What vote of the shareholders is required to approve the proposals?

A: The voting requirements to approve the proposals are as follows:

� The approval of the merger agreement requires the affirmative vote of the holders of at least a majority of the
outstanding shares of our common stock of record as of July 20, 2011. There are 3,675,782 outstanding shares of
our common stock entitled to be voted at the special meeting.

� The approval, on an advisory basis, of the merger-related compensation for the Company�s named executive
officers requires the affirmative vote of the holders of at least a majority of the shares present, in person or by
proxy, at the special meeting and entitled to vote thereon, provided a quorum is present.

� The approval of the adjournment of the special meeting, if necessary or appropriate, to solicit additional proxies
if there are insufficient votes in favor of the proposal to approve the merger agreement requires the affirmative
vote of the holders at least a majority of the shares present, in person or by proxy, at the special meeting and
entitled to vote thereon, whether or not a quorum is present.

Q: Have any shareholders already agreed to approve the merger agreement?

A: Yes. In connection with the merger agreement, certain shareholders of the Company, which as of July 20, 2011
held approximately 56% of the outstanding shares of common stock of the Company, have entered into support
agreements pursuant to which the shareholders have agreed, among other things, to vote in favor of the merger
and against alternative transactions, subject to, with respect to approximately 27% of the outstanding shares of
common stock of the Company, termination of such support agreements under certain circumstances which
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would allow them to vote in their discretion, as is more fully described elsewhere in this proxy statement. See
�The Support Agreements.�

Q: May I vote in person?

A: Yes. If your shares are not held in �street name� through a broker or bank, you may attend the special meeting and
vote your shares in person, rather than signing and returning your proxy card or voting via the Internet or
telephone. If your shares are held in �street name,� you must get a proxy from your broker or bank in order to
attend the special meeting and vote.
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Q: How else can I cast a vote?

A: If your shares are registered in your name, you can vote your shares using any one of the following methods:

� complete and return a proxy card;

� vote through the Internet at the website shown on the proxy card;

� vote by telephone using the toll-free number shown on the proxy card; or

� vote in person at the special meeting.

Internet and telephone voting are available 24 hours a day, and if you use one of these methods, you do not need
to return a proxy card. The deadline for voting through the Internet or by telephone is 1:00 a.m., Central Time, on
August 26, 2011. You must have the enclosed proxy card available, and follow the instructions on such proxy
card, in order to submit a proxy over the Internet or telephone.

If your shares are held in �street name� through a broker or bank, you may vote by completing and returning the
voting form provided by your broker or bank, or by the Internet or telephone through your broker or bank if such
a service is provided. To vote via the Internet or telephone through your broker or bank, you should follow the
instructions on the voting form provided by your broker or bank.

Q: What happens if I do not return my proxy card, vote via the Internet or telephone, or attend the special
meeting and vote in person?

A: Approval of the merger agreement requires the affirmative vote of the holders of a majority of the shares of our
common stock outstanding on the record date. Therefore, if you do not return your proxy card, vote via the
Internet or telephone, or attend the special meeting and vote in person, or instruct your broker or bank how to
vote your shares if your shares are held in �street name,� your shares will not be counted for purposes of
determining whether a quorum is present at the special meeting and it will have the same effect as a vote against
approval of the merger agreement.

Q: May I change my vote after I have mailed my signed proxy card?

A: Yes. You may change your vote at any time before your proxy is voted at the special meeting using any one of
the following methods:

� If you submitted a proxy card, you can execute and deliver a written notice of revocation to the Corporate
Secretary, Servidyne, Inc., 1945 The Exchange, Suite 300, Atlanta, Georgia 30339-2029, or you can complete,
execute, and deliver to the Secretary of the Company a new, later-dated proxy card for the same shares.

� If you submitted the proxy you are seeking to revoke via the Internet or telephone, you may submit a later-dated
new proxy using the same method of transmission (Internet or telephone) as the proxy being revoked, provided
the new proxy is received by 1:00 a.m., Central Time, on August 26, 2011.

� You can attend the meeting and vote in person, although your attendance alone will not revoke your proxy.
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� If you have instructed a broker to vote your shares, you must follow directions received from your broker to
change those instructions.

Q: If my broker holds my shares in �street name,� will my broker vote my shares for me?

A: Your broker will not be able to vote your shares without instructions from you. You should instruct your broker
to vote your shares following the procedure provided by your broker. Without instructions, your shares will not
be voted, which will have the same effect as if you voted against approval of the merger agreement. Broker
non-votes will have no effect on (i) the proposal to approve, on an advisory basis, the merger-related
compensation for the Company�s named executive officers or (ii) the proposal to adjourn the special meeting, if
necessary or appropriate, to solicit additional proxies.
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Broker non-votes occur on a matter up for vote when a broker, bank or other holder of shares you own in �street
name� is not permitted to vote on that particular matter without instructions from you, you do not give such
instructions, and the broker or other nominee indicates on its proxy card, or otherwise notifies us, that it does not
have authority to vote its shares on that matter. Whether a broker has authority to vote its shares on uninstructed
matters is determined by stock exchange rules.

Q: What should I do if I receive more than one set of voting materials?

A: You may receive more than one set of voting materials, including multiple copies of this proxy statement and
multiple proxy cards or voting instruction cards. For example, if you hold your shares in more than one brokerage
account, you may receive a separate voting instruction card for each brokerage account in which you hold shares.
If you are a shareholder of record and your shares are registered in more than one name, you will receive more
than one proxy card. Please complete, sign, date, and return (or vote via the Internet or telephone with respect to)
each proxy card and voting instruction card that you receive.

Q: What happens if I sell my shares of Company common stock before the special meeting?

A: The record date for the special meeting is earlier than the date of the special meeting and the date that the merger
is expected to be completed. If you transfer your shares of Company common stock after the record date but
before the special meeting, you will retain your right to vote at the special meeting, but will transfer the right to
receive the per share consideration to be received by our shareholders in the merger.

Q: Will the merger be taxable to me?

A: Generally, yes. The exchange of shares of Company common stock for the cash per share consideration will be a
taxable transaction to our shareholders for United States federal income tax purposes.

Tax matters can be complicated, and the tax consequences of the merger to you will depend on the facts of
your own situation. We encourage you to consult your own tax advisor to fully understand the tax
consequences of the merger to you.

Q: When do you expect the merger to be completed?

A: We are working toward completing the merger as quickly as possible and expect to consummate the merger in
our fiscal quarter ending October 31, 2011. In addition to obtaining shareholder approval, we must satisfy all
other closing conditions before completing the merger. See �The Merger Agreement � Conditions to Closing.�

Q: Am I entitled to dissenters� rights?

A: Yes. As a holder of Company common stock, you are entitled to dissenters� rights under the Georgia Business
Corporation Code, or the GBCC, in connection with the merger if you meet certain conditions, which conditions
are described in this proxy statement under the caption �The Merger� Dissenters� Rights.�

Q: Should I send my Company stock certificates now?

A: No. As soon as reasonably practicable after the merger is consummated, you will be sent a letter of transmittal
containing written instructions for exchanging your share certificates for the per share consideration. These
instructions will tell you how and where to send in your certificates for your per share consideration. You will

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 35



receive your cash payment after the paying agent receives your stock certificates and any other documents
requested in the instructions.

Q: Where can I find more information about the Company?

A: We file certain information with the SEC. You may read and copy this information at the SEC�s public reference
facilities. This information is also available on the SEC�s website at www.sec.gov and on our website at
www.servidyne.com. Information contained on our website is not part of, or incorporated into, this proxy
statement. You can also request copies of these documents from us. See �Where You Can Find More Information�
on page 74.
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Q: Who will solicit and pay the cost of soliciting proxies?

A: We will bear the cost of soliciting proxies for the special meeting. Our board of directors is soliciting your proxy
on our behalf. Our directors, officers and employees may solicit proxies by telephone, telegram, facsimile and
electronic mail, by mail or in person. They will not be paid any additional amounts for soliciting proxies. We also
will request that banking institutions, brokerage firms, custodians, trustees, nominees, fiduciaries and other like
parties forward the solicitation materials to the beneficial owners of Company common stock held of record by
such person, and we will, upon request of such record holders, reimburse forwarding charges and out-of-pocket
expenses.

Q: Who can help answer my questions?

A: If you would like additional copies, without charge, of this proxy statement or if you have questions about the
merger, including the procedures for voting your shares, you should contact:

Servidyne, Inc.
Attn: Corporate Secretary
1945 The Exchange

Suite 300
Atlanta, Georgia 30339-2029

(770) 953-0304
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Forward-Looking Information

Certain statements contained in this proxy statement, including without limitation, statements containing the words
�believes,� �anticipates,� �estimates,� �expects,� �plans,� �projects,� �forecasts� and words of similar import, are �forward-looking
statement,� as defined in Section 21E of the Exchange Act. Forward-looking statements are based on our current
expectations, assumptions, beliefs, estimates and projections about our company and our industry. Such
forward-looking statements involve known and unknown risks, uncertainties and other matters which may cause the
actual past results, performance or achievements of the Company to be materially different from any future results,
performance or uncertainties expressed or implied by such forward-looking statements. Those statements include,
among other things, the risk that the merger may not be consummated in a timely manner if at all, the risk that the
merger agreement may be terminated in circumstances which require our payment to SCI of a termination fee of
$460,000 or reimbursement of expenses not to exceed $450,000, the risk that the Company�s financial performance
will not meet the projections summarized under the caption �The Merger � Projected Financial Information,� risks
regarding a loss of or substantial decrease in purchases by our major customers, risks regarding employee retention
and other risks detailed in our current filings with the SEC, including our most recent filings on Form 10-K or
Form 10-Q, which discuss these and other important risk factors concerning our operations. We caution you that
reliance on any forward-looking statement involves risks and uncertainties, and that although we believe that the
assumptions on which our forward-looking statements are based are reasonable, any of those assumptions could prove
to be inaccurate, and, as a result, the forward-looking statements based on those assumptions could be incorrect. In
light of these and other uncertainties, you should not conclude that we will necessarily achieve any plans and
objectives or projected financial results referred to in any of the forward-looking statements. We do not undertake to
release publicly any revisions of these forward-looking statements to reflect future events or circumstances except as
we are required to do so by law.
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Market Price and Dividend Data

Our common stock is listed on Nasdaq under the symbol �SERV.� This table shows, for the periods indicated, the range
of low and high per share closing sales prices for our common stock as reported on Nasdaq.

Servidyne Common
Stock

Closing Price
Low High

Year ended April 30, 2009:
First Quarter(1) $ 4.00 $ 5.66
Second Quarter 3.20 5.40
Third Quarter 1.29 3.76
Fourth Quarter 1.50 2.36
Year ended April 30, 2010:
First Quarter $ 1.63 $ 2.90
Second Quarter 1.75 2.50
Third Quarter 1.60 2.30
Fourth Quarter 1.60 4.47
Year ended April 30, 2011:
First Quarter $ 1.84 $ 3.35
Second Quarter 2.10 2.77
Third Quarter 2.18 2.65
Fourth Quarter 2.26 3.02
Year ended April 30, 2012:
First Quarter (through July 27, 2011) $ 2.18 $ 3.48

(1) Adjusted to reflect a 105:100 stock split effected on June 16, 2008.

The following table sets forth the closing per share sales price of our common stock, as reported on Nasdaq on
June 24, 2011, the last full trading day before the public announcement of the merger, and on July 27, 2011, the
second to last trading day before the date of this proxy statement:

Servidyne
Common Stock
Closing Price

June 24, 2011 $ 2.26
July 27, 2011 3.46

Following the merger there will be no further market for our common stock and our stock will be de-listed from
Nasdaq and deregistered under the Exchange Act.
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Historically, we have paid a quarterly cash dividend to our shareholders. Under the merger agreement, we have agreed
to limit any dividends (whether in cash, shares or property or any combination thereof) on our common stock before
the completion of the merger to a quarterly cash dividend of $0.01 per share.
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The Special Meeting

General

This proxy statement is being furnished to our shareholders in connection with the solicitation of proxies by our board
of directors to be used at the special meeting of shareholders to be held at our corporate headquarters located at 1945
The Exchange, Suite 300, Atlanta, Georgia 30339-2029, on August 26, 2011 at 11:00 a.m., local time, and at any
adjournment or postponement of that meeting. This proxy statement and the enclosed form of proxy are being sent to
our shareholders on or about August 1, 2011.

Purpose of Special Meeting

At the special meeting, we are asking holders of record of our common stock to consider and vote on the following
proposals:

� the approval of the Agreement and Plan of Merger, dated as of June 26, 2011, among SCI, Merger Sub, a
wholly-owned subsidiary of SCI, and the Company;

� the approval, on an advisory basis, of the merger-related compensation for the Company�s named executive
officers; and

� the approval of the adjournment of the special meeting, if necessary or appropriate, to solicit additional proxies
if there are insufficient votes at the time of the special meeting to approve the merger agreement.

The only matters expected to be presented at the special meeting are the matters outlined above. If any other matters
properly come before the special meeting, the persons named in the enclosed proxy card will vote the shares
represented by all properly executed proxies on such matters in accordance with their discretion.

A copy of the merger agreement is attached to this proxy statement as Annex A. You should review the merger
agreement and this proxy statement carefully and in their entirety before deciding how to vote.

Recommendation of the Board of Directors

After careful consideration, both the special committee, consisting of all four (4) of our non-management directors,
and our entire board of directors unanimously determined the merger, the merger agreement and the transactions
contemplated thereby to be advisable and fair to and in the best interests of the Company and its shareholders and
approved and adopted the merger and the merger agreement. Therefore, our board of directors unanimously
recommends that you vote �FOR� approval of the proposal to approve the merger agreement, �FOR� the proposal
to approve, on an advisory basis, the merger-related compensation for the Company�s named executive officers
and �FOR� the proposal to adjourn the special meeting to a later date, if necessary or appropriate, to solicit
additional proxies if there are insufficient votes in favor of the proposal to approve the merger agreement.

Record Date; Stock Entitled to Vote

Our board of directors has established the close of business on July 20, 2011 as the record date for the special meeting.
Only holders of record of our common stock at the close of business on the record date are entitled to notice of and to
vote at the special meeting. For each share of our common stock that you owned on the record date, you are entitled to
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cast one (1) vote on each matter voted upon at the special meeting. As of the close of business on the record date,
there were 3,675,782 shares of our common stock outstanding and entitled to vote, which were held by 275 holders of
record. These numbers do not reflect outstanding stock options and stock appreciation rights, which are not entitled to
vote at the special meeting.
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Quorum

A quorum of shareholders is necessary to hold the special meeting. The presence in person or representation by proxy
at any meeting of our shareholders of a majority of the outstanding shares of our common stock entitled to vote at the
meeting will constitute a quorum. You will be deemed to be present if you attend the meeting or if you submit a proxy
card that is received at or prior to the meeting that is not timely revoked.

Abstentions and broker non-votes, which are discussed below, are counted for purposes of determining whether a
quorum is present at a special meeting. Shares held by us in our treasury do not count toward a quorum.

If a quorum is not present, the special meeting may be postponed or adjourned by the affirmative vote of the holders
of a majority of the shares present, in person or by proxy, at the special meeting and entitled to vote thereat, to solicit
additional proxies, without notice other than announcement at the special meeting (unless otherwise required by our
bylaws or law), until a quorum is present or represented. At any subsequent reconvening of the special meeting, all
proxies will be voted in the same manner as the proxies would have been voted at the original convening of the special
meeting, except for any proxies that have been effectively revoked or withdrawn prior to the subsequent meeting.

Vote Required

The approval of the merger agreement requires the affirmative vote of the holders of at least a majority of the shares
of our common stock outstanding at the close of business on the record date for the special meeting. Because the vote
on the proposal to approve the merger agreement is based on the total number of shares outstanding, rather than the
number of actual votes cast, your failure to vote, or your decision to abstain from voting, on this proposal will have
the same effect as a vote against the proposal. Similarly, a broker non-vote will also have the same effect as a vote
against the proposal. Brokers and other nominees will not have discretionary authority on the proposal to approve the
merger agreement.

The affirmative vote of the holders of at least a majority of the shares present, in person or by proxy at the special
meeting and entitled to vote thereon, is required, (i) provided a quorum is present, to approve the proposal to approve,
on an advisory basis, the merger-related compensation for the Company�s named executive officers and (ii) whether or
not a quorum is present, the proposal to adjourn the special meeting to a later date, if necessary or appropriate, to
solicit additional proxies if there are insufficient votes in favor of the proposal to approve the merger agreement.
Abstentions will have the same effect as a vote against these proposals. Broker non-votes will not affect the outcome
of these two proposals.

Broker non-votes occur on a matter up for vote when a broker, bank or other holder of shares you own in �street name�
is not permitted to vote on that particular matter without instructions from you, you do not give such instructions, and
the broker or other nominee indicates on its proxy card, or otherwise notifies us, that it does not have authority to vote
its shares on that matter. Whether a broker has authority to vote its shares on uninstructed matters is determined by
stock exchange rules.

Shares Owned by Our Directors and Executive Officers

As of July 20, 2011, our directors and executive officers beneficially owned 1,060,204 shares of our common stock,
which represented approximately 26.88% of the shares of our common stock outstanding on that date. These figures
include stock options that may be exercised within sixty (60) days of July 20, 2011.
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Voting; Proxies

If your shares of our common stock are registered in your name, you can vote those shares using one of the following
methods:

� complete and return the enclosed proxy card;

� vote through the Internet at the website shown on the enclosed proxy card;
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� vote by telephone using the toll-free number shown on the enclosed proxy card; or

� vote in person at the special meeting.

Voting by Proxy.  All shares represented by properly executed proxies received in time for the special meeting will be
voted at the special meeting in the manner specified by the shareholders giving those proxies. Properly executed
proxies that do not contain voting instructions will be voted �FOR� the proposal to approve the merger agreement, �FOR�
the proposal to approve, on an advisory basis, the merger-related compensation for the Company�s named executive
officers and �FOR� the proposal to adjourn the special meeting to solicit additional proxies, if necessary or appropriate,
provided that no proxy that is specifically marked �AGAINST� the proposal to approve the merger agreement will be
voted in favor of the proposal to approve, on an advisory basis, the merger-related compensation for the Company�s
named executive officers or the adjournment proposal, unless it is specifically marked �FOR� such proposals.

Although it is not currently expected, if the proposal to adjourn the special meeting to solicit additional proxies is
approved, the special meeting may be adjourned for the purpose of soliciting additional proxies to approve the
proposal to approve the merger agreement. Other than for the purposes of adjournment to solicit additional proxies,
whether or not a quorum exists, holders of a majority of the outstanding common stock, present in person or
represented by proxy at the special meeting and entitled to vote thereat may adjourn the special meeting. Any signed
proxies received by us in which no voting instructions are provided on such matter will be voted in favor of an
adjournment in these circumstances.

Any adjournment may be made without notice (if the adjournment is not for more than sixty days from the record
date), other than by an announcement made at the special meeting of the time, date and place of the adjourned
meeting. Any adjournment of the special meeting for the purpose of soliciting additional proxies will allow our
shareholders who have already sent in their proxies to revoke them at any time prior to their use at the special meeting
as adjourned or postponed.

Voting by Internet or Telephone.  Internet and telephone voting are available 24 hours a day, and if you use one of
these methods, you do not need to return a proxy card. The deadline for voting through the Internet or by telephone is
1:00 a.m., Central Time, on August 26, 2011. You must have the enclosed proxy card available, and follow the
instructions on such proxy card, in order to submit a proxy over the Internet or telephone.

Voting in Person.  If you plan to attend the special meeting and wish to vote in person, you will be given a ballot at the
special meeting. Please note, however, that if your shares are held in �street name,� which means your shares are held of
record by a broker, bank or other nominee, and you wish to vote at the special meeting, you must bring to the special
meeting a proxy from the record holder of the shares (your broker, bank or nominee) authorizing you to vote at the
special meeting.

Shares Held in Street Name.  If your shares are held in a stock brokerage account or by a bank or other nominee, then
your broker or bank has enclosed a voting instruction card for you to use to indicate your voting preference. It may
provide that you can deliver your instructions by telephone or via the Internet. While you are welcome to attend the
meeting, you are not the record holder, and you would not be permitted to vote unless you obtain a signed proxy from
your nominee who is the holder of record.

Whether or not you expect to attend the special meeting, please complete, date, sign and promptly return the
accompanying proxy (or vote via the Internet or telephone or follow the instructions given to you by your
broker or nominee) so that your shares may be represented at the meeting.
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Revocation of Proxies

You may change your vote at any time before your proxy card is voted at the special meeting by:

� completing, executing and delivering a written notice of revocation to the Corporate Secretary, Servidyne, Inc.,
1945 The Exchange, Suite 300, Atlanta, Georgia 30339-2029;
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� completing, executing and delivering to the Corporate Secretary of the Company a new, later-dated proxy card
for the same shares; or

� attending the meeting and voting in person.

If you submitted the proxy alone and you are seeking to revoke via the Internet or telephone, you may submit a
later-dated new proxy using the same method of transmission (Internet or telephone) as the proxy being revoked,
provided the new proxy is received by 1:00 a.m., Central Time, on August 26, 2011.

Attendance at the special meeting alone will not constitute a revocation of a proxy absent compliance with one of the
foregoing methods of revocation. If your shares are held in a stock brokerage account or by a bank or other nominee,
you must follow the instructions given to you by the broker or nominee to change your voting instructions.

Solicitation of Proxies

We will bear the cost of this proxy solicitation. Our directors, officers, and other employees may, without
compensation other than reimbursement for actual expenses, solicit proxies by mail, in person or by
telecommunication. We may reimburse brokers, fiduciaries, custodians, and other nominees for out-of-pocket
expenses incurred in assisting in the distribution of our proxy materials to, and obtaining instructions relating to such
materials from, beneficial owners.

Householding of Special Meeting Materials

Some banks, brokers and other nominee record holders may be participating in the practice of �householding� proxy
statements and annual reports. This means that only one copy of our proxy statement may have been sent to multiple
shareholders in each household. We will promptly deliver a separate copy of the proxy statement to any shareholder
upon written or oral request to the Company�s Corporate Secretary which may be contacted as set forth below under
�� Assistance.� If you are one of multiple shareholders sharing an address and would like to request �householding� in the
future, please contact your broker and the Company�s Corporate Secretary and inform them of your request. Be sure to
include your name, the name of your brokerage firm and your account number.

Shareholder List

A list of our shareholders entitled to vote at the special meeting will be available for examination by any Company
shareholder at the special meeting.

Other Business

We do not expect that any matter other than the (i) proposal to approve the merger agreement, (ii) proposal to approve,
on an advisory basis, the merger-related compensation for the Company�s named executive officers, and (iii) proposal
to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies, will be brought before the
special meeting. If, however, other matters are properly presented at the special meeting, the persons named as proxies
will vote in accordance with their best judgment with respect to those matters.

Servidyne Shareholder Account Maintenance

Our transfer agent is Computershare. All communications concerning accounts of our shareholders of record,
including address changes, name changes, inquiries as to requirements to transfer common stock and similar issues
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Computershare
P.O. Box 43078

Providence, Rhode Island 02940-3078
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Assistance

If you need assistance in completing your proxy card or have questions regarding the special meeting, please contact:

Servidyne, Inc.
Attn: Corporate Secretary
1945 The Exchange

Suite 300
Atlanta, Georgia 30339-2029

(770) 953-0304
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The Companies

Servidyne, Inc.

Servidyne, Inc. provides comprehensive energy efficiency and demand response solutions, sustainability programs
and other building performance-enhancing products and services to owners and operators of existing buildings, energy
services companies and public and investor-owned utilities. The Company serves a broad range of markets in the
United States and internationally, including owners and operators of corporate, commercial office, hospitality,
gaming, retail, light industrial, distribution, healthcare, government, multi-family and education facilities, as well as
energy services companies and public and investor-owned utilities. Servidyne is publicly traded on Nasdaq under the
symbol �SERV.�

The Company was organized under Delaware law in 1960 to succeed to the business of A. R. Abrams, Inc., which was
founded in 1925 by Alfred R. Abrams as a sole proprietorship. In 1984, the Company changed its state of
incorporation from Delaware to Georgia. In 2006, the Company changed its name from Abrams Industries, Inc. to
Servidyne, Inc.

The Company�s principal executive offices are located at 1945 The Exchange, Suite 300, Atlanta,
Georgia 30339-2029, and its telephone number is (770) 953-0304. Additional information regarding the Company is
contained in the Company�s filings with the SEC. See �Where You Can Find More Information.�

Scientific Conservation, Inc.

Scientific Conservation, Inc. is a provider of energy efficiency solutions via predictive diagnostics and analytics for
the $5 billion commercial building market. SCI�s suite of energy management solutions uses the industry�s first
software-as-a-service (Saas) platform to help reduce annual energy spending by comparing predicted energy and
system efficiencies against real-time operation. SCI�s headquarters are in San Francisco, California, with its technology
center in Atlanta, Georgia.

SCI�s principal executive offices are located at 2 Bryant Street, Suite 210, San Francisco, California 94105, and its
telephone number is (415) 625-4500.

Scrabble Acquisition, Inc.

Scrabble Acquisition, Inc. is a wholly-owned subsidiary of SCI. Merger Sub was organized solely for the purpose of
entering into the merger agreement with us and completing the merger and has not conducted any other business
operations. Merger Sub�s principal executive offices are located at 2 Bryant Street, Suite 210, San Francisco,
California 94105, and its telephone number is (415) 625-4500.
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Proposal 1 � Approval of the Merger Agreement

The Merger

Background of the Merger

Beginning in the early 1960s, the Company engaged in real estate activities, including the development, purchase,
management, ownership and sale of shopping centers and other income-producing properties, primarily located in the
Southeast and Midwest. In 2001, the Company acquired the assets and operating business of Servidyne Systems, Inc.,
an energy engineering and maintenance management company. Through the subsequent acquisitions and integration
of the assets and operating businesses of The Wheatstone Energy Group, Inc. (2003), iTendant, Inc. (2004) and
Building Performance Engineers, Inc. (2004), the Company shifted its strategy away from real estate activities and
towards providing building performance and energy efficiency solutions for existing buildings. In order to grow this
newly-created Building Performance Efficiency, or BPE, Segment, the Company redeployed capital previously
invested in its Real Estate Segment primarily through the sale of commercial income-producing properties and raw
land.

In its fiscal year ended April 2009, the Company�s shareholders� equity and available cash declined dramatically from
prior levels. These adverse changes were a result of continuing losses from the BPE Segment operations, due in large
part to the challenging macro-economic environment, increasing regulatory compliance costs, and the acquisition and
initial capitalization of the Company�s lighting distribution business (acquired in June 2008). At the same time, the
economic recession caused substantial devaluation of the Company�s remaining real estate assets, which had been the
Company�s traditional source of capital. In order to improve its liquidity and fund the growth of its BPE Segment, in
the summer of 2009, the Company began a process intended to attract new capital into the Company.

From the summer of 2009 through the fall of 2010, thirty-four (34) financial and strategic parties were approached
(including several investment banks) regarding potential investments in the Company. Nash Equity Capital, or NEC,
which through its principal, Mr. Charles Nash, had provided financial advisory services to the Company for many
years, and Energy Environmental Enterprises, a consulting firm with strong ties to the electric utility industry, were
engaged to assist the Company in this process and to conduct initial approaches and communications with potential
investors. All parties contacted during this process declined to invest in the Company due to, among other reasons, its
weakened balance sheet and the historical lack of profitability of the Company and its BPE Segment.

During the search for new capital, one of the contacted parties, a large family of funds, indicated a potential interest in
purchasing the BPE Segment from the Company rather than investing in the Company, and on June 9, 2010, delivered
a written indication of interest to do so for a cash purchase price of $8 million. This entity is referred to herein as
Interested Party #1. In response, the board of directors at a meeting held on June 9, 2010, empowered a special
committee to review, consider, negotiate and, if it deemed appropriate in its sole discretion, recommend to the full
board of directors, a sale of the BPE Segment, either on a stand alone basis or as part of the sale of the entire
Company. The special committee consisted of all four (4) non-management members of the board of directors.

At a meeting of the special committee held on June 23, 2010, the law firm of Kilpatrick Townsend & Stockton LLP,
or Kilpatrick Townsend, was engaged as counsel to the special committee and NEC was engaged as financial advisor
to the special committee. At this meeting, Kilpatrick Townsend advised the board regarding its fiduciary duties under
applicable law in light of the indication of interest from Interested Party #1. Discussions with Interested Party #1
continued through the month of July 2010, as it engaged in a preliminary due diligence investigation of the Company.
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At a meeting held on July 27, 2010, the special committee reviewed with management and Mr. Nash of NEC the
current financial outlook for the Company, based on a May 2010 internal financial report. The members of the special
committee were concerned about the Company�s cash levels and the BPE Segment�s continuing losses, and concluded
that the search for external financing was becoming more urgent. At that time, the written indication of interest from
Interested Party #1 to purchase the BPE Segment for $8 million
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was the only firm indication of interest in an investment in or an acquisition of the Company, although three other
strategic investors had indicated some general interest in the BPE Segment. Kilpatrick Townsend again advised the
special committee regarding its fiduciary duties in the current situation, and emphasized the importance that the
special committee be fully informed regarding all potentially available alternatives before deciding on any particular
course of action. The special committee decided that given the capital needs of the Company and the risk that the BPE
Segment might not achieve sufficient profitability as early as previously projected, there was a need to secure
additional capital rapidly. Management, therefore, was instructed by the special committee to continue negotiations
with Interested Party #1 in an attempt to negotiate the most favorable transaction possible for consideration by the
special committee, and at the same time to continue efforts to attract potential investors in or purchasers of the BPE
Segment or the Company as a whole.

Discussions by management and NEC with potential investors continued, and in early August 2010 the Company
received a revised indication of interest from Interested Party #1 (dated August 5) for a $9 million cash purchase price
and a new indication of interest (dated August 9) from a strategic entity (which we refer to herein as Interested
Party #2). At a meeting on August 10, 2010, the special committee considered these two (2) indications of interest,
both of which proposed an acquisition of all assets of the BPE Segment and one (1) of which required that the
Company agree to exclusive negotiations as a condition of further discussions. At this meeting management reported
that the Company�s recent financial performance and level of available cash were both lower than forecasted. The
special committee instructed management and NEC to continue immediate discussions with both of these entities, and
to attempt to negotiate a higher purchase price and a shorter exclusivity period. The special committee also discussed
the potential of engaging an additional financial advisor to further canvass the market for potential interest in
acquiring the BPE Segment, and directed Mr. Robert McWhinney, the chairman of the special committee at that time,
to begin the process of familiarizing potential additional financial advisors for the Company, and to secure fee
proposals for their proposed services. The special committee also discussed with management the need to
substantially reduce operating expenses in order to conserve cash and expedite the achievement of profitability, and
directed management to develop a comprehensive plan to do so in the near term.

Management and NEC engaged in further negotiations with both of these parties during the next several days, in an
effort to cause them to improve the terms of their offers. Interested Party #1 did improve its indication during that
period but Interested Party #2 did not. At a meeting held on August 13, 2010, the special committee considered the
indications of interest from both parties. After reviewing the terms of both indications, the special committee decided
that the revised indication of interest from Interested Party #1 was clearly economically superior, less conditional, and
appeared to be more certain of closing. This revised offer from Interested Party #1, dated August 12, 2010,
contemplated a payment of $10 million in cash at closing (an increase of $1 million from the August 5 offer) and
included a new provision for the assumption of $1 million of debt, in return for 100% of the assets of the BPE
Segment, and contemplated a 60-day exclusivity period. The offer from Interested Party #2, which had not been
improved from its offer dated August 9, 2010, was for $10 million in cash, with no assumption of debt or proposed
exclusivity period, and was subject to a financing condition. The special committee determined that the economic
terms reflected in the indication of interest from Interested Party #1 were the more favorable of the two proposals, and
an exclusivity agreement for thirty (30) days was entered into with this entity, and discussions with Interested Party #2
were halted.

The BPE Segment generated lower than forecasted operating results in the quarter ended July 31, 2010, and the
Company experienced a substantial deterioration in its cash position. When these results became known, Interested
Party #1 communicated to the Company that it would defer any further discussions of a potential transaction with the
Company until such time as the BPE Segment could demonstrate it had achieved a level of sustainable results above
breakeven. In light of the disappointing quarterly financial results and the response of Interested Party #1,
management redoubled efforts to identify substantial potential reductions in the BPE Segment�s operating expenses in
order to achieve sustainable results above breakeven. The resulting plan identified approximately $900,000 in
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salary of the Company�s Chairman and CEO and the fees paid to the non-management directors were also voluntarily
reduced as an additional operating expense reduction.

During August-September 2010, management and NEC continued to try to generate interest from potential bidders for
the BPE Segment or the Company as a whole, including Interested Party #2. Interested Party #1 indicated that while it
was encouraged by the expense reductions being implemented at the BPE Segment, it would not engage in any further
discussions of a potential transaction with the Company until such time that it could review the financial results of the
quarter ended October 2010 to determine whether the BPE Segment had indeed achieved a level of sustainable results
above breakeven. Despite the profitable operating results actually achieved by the BPE Segment in the fiscal quarter
ended October 2010 and in subsequent quarters, Interested Party #1 never subsequently re-engaged in meaningful
negotiations with the Company. Conversations were held during this period with two (2) other strategic entities
regarding a potential acquisition of the BPE Segment and with another strategic entity regarding a potential merger
with the Company, but none of those parties put forth any concrete proposals.

At a meeting held on October 4, 2010, the special committee considered and discussed specific financial proposals
made by three (3) merger and acquisition advisory firms with respect to assisting the Company in further canvassing
the market for the potential sale of the BPE Segment or the Company as a whole.

In October 2010, a group of Company directors and officers loaned $500,000 to the Company to fulfill bonding
requirements for a large contract with the State of Georgia. The loan was necessary because the Company�s existing
bonding company was reluctant to bond the project due to concerns about the nature, large size and length of the
project, as well as the average monthly rate at which the Company was depleting its available cash.

During November 2010 the Company received an improved indication of interest from Interested Party #2 to acquire
the BPE Segment for a total enterprise value of $14 million, but such indication was subject to a financing
contingency that was considered by the special committee to be very significant, and $2 million of the purchase price
would be escrowed for two (2) years to cover indemnification obligations of the Company, and another $2 million of
the purchase price was contingent earn-out payments based on achievement of earnings performance thresholds. After
discussion, the special committee determined that the lack of firm financing, the conditional nature of the offer and the
lack of firmness as to a substantial portion of the purchase price made this indication of interest relatively unattractive.
This view, taken together with the fact that discussions were ongoing with four (4) other potential strategic parties
regarding an investment in or acquisition of the BPE Segment or the Company, led the special committee to decide
not to enter into an exclusivity arrangement with Interested Party #2 at that time, but rather to proceed to engage an
additional financial advisor to further canvass the market for potential investors or acquirors of the BPE Segment.

On December 2, 2010, the Company engaged VRA Partners, or VRA, as an additional financial advisor to assist the
special committee in the potential sale of the BPE Segment. VRA was selected to assist the special committee due to
its broad experience in selling small to medium size companies such as the Company and/or the BPE Segment. VRA
immediately began discussions with management of the Company to assess the value of the BPE Segment and to
prepare marketing materials to more broadly canvass the market for a potential purchaser. VRA worked with
management to identify potential financial and strategic entities that could have an interest in the potential purchase of
the BPE Segment. VRA engaged in continuing discussions with Interested Party #2 and with another strategic entity
that had already expressed an interest in purchasing the BPE Segment (which we refer to as Interested Party #3). At
the direction of the special committee, the Company did not publicize these efforts to market the BPE Segment for
sale, due to concerns that widespread public knowledge of such proposed sale could harm employee morale and the
Company�s relations with its suppliers and customers, and could make the Company more vulnerable to attack from
competitors. These risks were judged by the special committee to be more significant than the potential benefit of a
public announcement of the offering of the BPE Segment, particularly given the private canvassing of the market that
previously had been accomplished by the Company and its financial advisors.
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utilize its own in-house lighting services company to self-perform most energy efficiency
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improvements instead of subcontracting such work to entities such as BPE. This entity had provided 41%, 45% and
41%, respectively, of the BPE Segment�s project revenue during the prior three (3) fiscal years, and until then
represented a substantial portion of the Company�s expected revenues over the next eighteen (18) months, so the loss
of this business resulted in substantial reductions of future short-term and long-term BPE revenues and profitability,
which in turn led to substantially reduced valuations of the BPE Segment. After being informed of these
developments, Interested Party #2 revised its indication of interest in the BPE Segment to reduce the overall valuation
from $14 million to $11 million, $10 million of which would be a cash payment at closing and $1 million of which
would be assumed debt. The indication was subject to other substantial contingencies, but the previous financing
contingency purportedly was removed. The special committee nevertheless remained concerned that this entity did not
appear to have cash available to effect such a transaction (and in subsequent offers from Interested Party #2, the
financing condition did in fact reappear).

At a meeting held on February 4, 2011, the special committee considered the status of the Company�s efforts to sell the
BPE Segment. VRA reported at this meeting that fourteen (14) potential purchasers had been contacted, and out of
this number only two (2) indications of interest had been received (from Interested Parties #2 and #3), and that
responses were being awaited from a number of others. Management also collectively indicated that
better-than-forecasted operating results and improved cash flows for the quarter ended January 2011 caused them to
be more comfortable with respect to the ability of the Company to weather its liquidity demands than they had been
during the last several quarters. This was based on the improved operating and financial performance of the BPE
Segment, the cost reductions that had been implemented in the fall of 2010, margins being wider, cash usage being
more stable, and the strong order backlog that the Company had generated. At this meeting, the updated indication of
interest from Interested Party #2 and a new indication of interest from Interested Party #3 were considered. The
aggregate purchase prices indicated by these entities were $9.7 million (with no debt being assumed) and
$7.54 million, respectively, both being for proposed purchases of the BPE Segment. The special committee concluded
that the offer from Interested Party #3 was so far below the Company�s expectation as to not be worthwhile to continue
to pursue. With respect to the indication of interest from Interested Party #2, the special committee decided that the
proposed financing conditionality and the overall purchase price would have to be improved substantially for the
Company to be interested in engaging in further discussions. These decisions were based largely on the improvement
in the operating performance and financial condition of the Company during the last quarter, which afforded the
Company more flexibility with which to explore better potential strategic opportunities for the shareholders. At this
time, VRA was instructed to continue exerting efforts with entities that it had contacted, other than Interested Party #2
and Interested Party #3, and that the special committee would wait another two (2) or three (3) weeks before
considering again whether to broaden the search to additional potential prospects.

Efforts to generate interest in a potential purchase of the BPE Segment continued through February and early March
2011. During this time, in addition to the previous written indications of interest from Interested Parties #2 and #3,
one other strategic entity indicated orally to the Company that it was interested in purchasing the BPE Segment for
less than $5 million. Another strategic entity responded to the Company that it might be willing to invest in the BPE
business, but would not be interested in buying 100% of the business. Another strategic investor delivered a written
indication of interest that was vague and unclear as to its intent. No other entities that had been contacted by VRA or
by the Company provided any concrete expression of interest in a potential transaction, although several indicated that
they had not rejected the opportunity and might yet respond.

The special committee considered the status of the search for investors or purchasers at its meeting on March 9, 2011.
At the meeting, the projected revenues and profitability of the BPE Segment were reviewed, and the only three (3)
indications of interest that had previously been received based on those projected financial metrics were reviewed,
which had indicated purchase prices of $9.7 million, $7.5 million, and $5 million or less, respectively, for the BPE
Segment. The special committee concluded that this range of valuations was generally consistent with customary
financial modeling given the actual trailing four (4) quarters operating results of the BPE Segment. Given this, the
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reasonable basis upon which to believe that further canvassing of the market would result in any significantly higher
offers for the BPE Segment at that time.

As an alternative, management began exploring the possibility of accessing the public markets for investors in the
Company, as opposed to a sale of the BPE Segment. The Board of Directors considered a proposal made by
Ladenburg Thalmann & Co. Inc. to serve as the Company�s financial advisor in a public offering of securities.
Ladenburg reported to the board that it was seeing increased interest in the public markets for investments in
profitable small cap publicly traded stocks in selected industry sectors, including the energy efficiency/green buildings
industry. Given the apparent improvement in public capital market receptivity and the increasingly profitable BPE
operations, the board of directors considered that an investment in the Company represented a significant increase in
the upside potential for shareholders of the Company. Based on these factors, the special committee decided to defer
further efforts to sell the BPE Segment, and to instead focus on a capital raising transaction.

On March 14, 2011, Ladenburg was engaged to act as the Company�s placement agent for the offering of up to
$7 million of securities in an SEC-registered offering. Immediately prior to the Ladenburg engagement, all discussions
with strategic parties regarding the potential sale of the BPE Segment were suspended. Preliminary discussions by
Ladenburg with institutional sources indicated to Ladenburg that expected pricing of these securities by the Company
would result in very substantial dilution to existing shareholders if $3-$5 million of new capital were to be raised.
However, during the initial stages of this process, Ladenburg�s efforts were suspended by the Company as the proposal
by SCI to acquire the entire Company had been received.

During the latter half of March 2011, M. Todd Jarvis, the Company�s President and Chief Operating Officer, began
discussions with a business acquaintance at SCI regarding the possibility of certain of SCI�s product offerings being
incorporated into the offerings of the Company. At a meeting at SCI�s offices in Atlanta, Mr. Jarvis met Mr. Russ
McMeekin, SCI�s Chief Executive Officer, at which Mr. Jarvis discussed the potential of using SCI technology in the
Company�s offerings and explained the Company�s ongoing attempts to raise capital. Mr. Jarvis then made a detailed
presentation of the Company�s capabilities and business value proposition to Mr. McMeekin and other SCI employees
on April 20-21, 2011. In response to this presentation, Mr. McMeekin indicated that SCI would not be interested in
making a minority investment in the Company, but might be interested in acquiring the entire company.

On Friday, May 6, 2011, the Company received a written indication of interest from SCI to acquire all the stock of the
Company in an all-cash transaction, with an indicated range of potential purchase prices between $3.25 and $4.00 per
share. The letter contained numerous conditions to SCI�s willingness to make an actual offer, including debt of the
Company not exceeding certain levels at closing, the Company maintaining minimum cash levels through closing,
holders of at least 61% of the Company�s common stock executing voting agreements to support the transaction (which
was intended to cover all the members of the Edward Abrams and Bernard Abrams families and their respective
affiliated entities), the completion of all due diligence, approval of the board of directors of SCI, key employees of the
Company being supportive of the transaction and various other closing conditions. SCI requested that the Company
enter into a binding exclusivity agreement that would require that no conversations or negotiations with any other
parties regarding a potential transaction with the Company could take place for a 45-day period. The exclusivity
agreement also provided that the Company would reimburse expenses that SCI incurred in investigating a potential
transaction with the Company if the Company breached the terms of the exclusivity agreement or if the Company
terminated discussions with SCI and then entered into a comparable transaction with another party within six (6)
months.

Company management discussed the content of the SCI indication of interest and exclusivity agreement with each of
the directors individually, counsel and financial advisors in advance of a meeting of the board of directors that was
held on the following Thursday, May 12, 2011. At such meeting, it was first confirmed that the existing special
committee of the board (the activities of which had been suspended when it decided to pursue a public offering rather
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regarding this matter. At this meeting, the special committee discussed the Company�s current financial condition, with
management noting that the fiscal first quarter that would end July 31, 2011, appeared to be strong from a revenue
standpoint, but that the Company had limited visibility into the subsequent fiscal quarters, and that there was
continuing execution risk due to the Company�s reliance on a limited number of large contracts. The special committee
reviewed the status of the Company�s efforts to raise capital in a public offering and its discussions with other potential
investors over the prior year, and concluded that these efforts did not appear particularly promising at this stage. The
special committee gathered information about SCI, including its financial backing, its recent $19 million capital raise,
and the substantial experience in business combinations of the executives and principals behind SCI. The special
committee considered the advisability of engaging a financial advisor for purposes of rendering a fairness opinion
with respect to the transaction, and possibly also to provide advice in connection with the transaction. The indicative
purchase price range was discussed, and it was noted that the market for the Company�s stock, and outside investor
valuations that had been made known to the Company over the last year and a half, had relatively consistently valued
the Company, and that SCI�s indication, even at the lower end of the range, was substantially higher than any of these
prior valuations.

The special committee concluded that it would be in the best interest of the Company to enter into the exclusivity
agreement with SCI for the purpose of pursuing a potential transaction with SCI, with certain specified changes in the
terms of the exclusivity agreement as proposed by SCI, including the imposition of a cap on reimbursable expenses. In
coming to such conclusion, the special committee considered, among other factors: (1) the attractiveness of the
indicative price range versus the Company�s historical trading prices and the valuations of the Company that had been
received from other outside investors; (2) the relative slow progress of the Company�s capital raising efforts, which
could jeopardize the Company�s ability to continue to conduct business in the near future; (3) the failure of the
Company�s extensive search for other acquisition candidates to develop any superior offer; (4) the all-cash nature of
the offer; (5) the contemplated lack of a financing condition in the definitive agreement; (6) the apparent financial
resources of SCI, which suggested it could indeed close the transaction; (7) the background of the principals involved
in SCI, which supported the bona fide nature of the offer; and (8) the serious risks the Company faces in executing its
growth strategy in light of its unsatisfied capital needs, which suggested that continuing to operate on a stand-alone
basis posed significant challenges, and that an attractive acquisition proposal should be seriously considered.

After the exclusivity agreement was entered into on May 12, 2011, SCI proceeded to engage in a comprehensive due
diligence investigation. The Company provided extensive documentation, and meetings of management of the
Company took place with SCI personnel as well as its financial advisor, Roth Capital Partners, LLC, in Atlanta over
the next two weeks. An initial draft of a merger agreement without a purchase price was provided to the Company by
SCI�s counsel on the evening of Friday, May 27, 2011. The Company�s counsel and lawyers for SCI had engaged in
discussions that same day regarding the delivery of the agreement, the desired timing of the transaction and certain
other issues. The most significant issue was SCI�s stated condition that 61% of the voting power of the Company�s
stock be committed to vote in favor of the merger without provision for termination of these voting agreements if the
Company pursued its �fiduciary out� under the merger agreement, which Company counsel indicated was a structure
that the special committee was not likely to support.

The special committee considered the first draft of the merger agreement at its meeting held on Tuesday, May 31,
2011. The major issues raised by such first draft were discussed by the special committee with counsel, including:
(1) the voting lockups requested by SCI; (2) the relatively low level of dissenting shareholders (1% of the total shares)
SCI indicated it was willing to allow; (3) various closing conditions to SCI�s obligations; and (4) the termination fees
and expenses sought by SCI in the event the merger was not consummated under certain circumstances. This draft of
the merger agreement did not include a specific purchase price, which SCI indicated it would provide only upon
substantial completion of its due diligence investigation. The special committee also voted to engage Ladenburg to
serve as its financial advisor and to render a fairness opinion, which selection was based on the Company�s recent
experience with Ladenburg in its efforts to help the Company raise capital in the public markets, and Ladenburg�s
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familiarity with the Company, Ladenburg�s reputation and experience in similar transactions and Ladenburg�s pricing
of its services.

At its meeting on Wednesday, June 8, 2011, the special committee discussed with counsel and Ladenburg the need to
employ a process designed to obtain the best price per share reasonably obtainable, as opposed to merely achieving a
fair price. Kilpatrick Townsend advised the special committee regarding its fiduciary duties in light of the offer by
SCI. Management reported that SCI�s initial phase of financial and business due diligence was substantially complete,
but that legal due diligence and various follow-up questions regarding financial and business matters were continuing.
The special committee discussed with counsel the major issues arising from the initial draft of the merger agreement,
which included the 61% share lockup, various closing conditions related to cash, indebtedness and the retention of
employees, termination fees and reimbursement of expenses and treatment of existing equity awards. Counsel was
directed by the special committee to deliver a specific markup of the draft merger agreement back to SCI consistent
with the guidance provided by the special committee during the meeting. The marked-up draft of the merger
agreement was returned to SCI on June 8. During the next few days SCI continued its due diligence investigation,
increasingly focusing on risks it perceived to be associated with the real estate assets owned by the Company. On
June 10, 2011, SCI conveyed orally a specific non-binding offer of $3.25 per share, attributing the price coming in at
the lower end of its previously expressed range primarily due to concerns over the risks posed by the Company�s
currently owned real estate. A discussion of open issues among counsel for both companies took place on Monday,
June 13, 2011.

At its meeting on Tuesday, June 14, 2011, the special committee discussed with its counsel and financial advisors
whether the Company should demand, in light of the purchase price coming in at the low end of SCI�s previously
expressed range of potential purchase prices, that SCI release it from its exclusivity obligations so that it could further
canvass the market for potential buyers, or alternatively that it seek a �go shop� after signing of the merger agreement to
allow such canvassing. The special committee considered the existing operating and liquidity pressures being
experienced by the Company and the risks they posed to the Company�s ability to increase shareholder value through
future growth of its operations, as well as the substantial canvassing of the market for potential purchasers or investors
that had already been undertaken by the Company and its financial advisors over the preceding year and a half,
coupled with the special committee�s desire to not lose the potential SCI offer, which, even at the low end of SCI�s
previously expressed range, was an all-cash offer at a very substantial premium to current market prices without
financing conditions. Based on these factors, the special committee concluded that it would not seek to negotiate a
termination of the exclusivity period or a �go shop� with SCI, but instead would focus on negotiating an increase in the
purchase price offered and more reasonable termination fees and expense reimbursements, so that a competing offer
from any other interested party would not be discouraged after the merger agreement was publicly announced.

At this June 14, 2011 meeting of the special committee, the status of current negotiations with SCI was reviewed with
counsel, including: (1) SCI�s willingness to consider allowing voting agreements for Mr. Bernard Abrams� side of the
Abrams family (representing approximately 27% of the total shares) to terminate upon exercise of the board�s �fiduciary
out;� (2) SCI�s continuing insistence on a 5.5% termination fee plus an uncapped expense reimbursement under many
circumstances upon which the merger agreement could be terminated; (3) new proposed closing conditions added by
SCI related to SCI�s developing due diligence investigation of the Company�s current and formerly-owned real estate
assets, including new closing conditions calling for delivery of an appraisal of the Company�s owned headquarters
facility and �clean� Phase I environmental reports on each of the Company�s owned real properties; and (4) the
complexity of the closing cash and indebtedness conditions. Positive developments from negotiations were also noted,
such as SCI�s apparent acquiescence to the Company�s proposal that all in-the-money equity incentives be accelerated
to the extent not vested, and cashed-out at closing. It was agreed by the special committee that the Company would
counter on price with a $3.75 per share offer, and would demand substantially lower termination fees and a cap on
expense reimbursements.
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engaged in telephone negotiations with Mr. McMeekin, SCI�s CEO, on Wednesday, June 15, 2011. Mr. Danielson
proposed a purchase price of $3.75 per share, a termination fee in the range of 2.75% to 3.25% of the purchase price
and that there be no closing conditions related to retention of employees or with respect to the Company�s real estate.
During a subsequent telephone conversation on Thursday, June 16, 2011, Mr. McMeekin for the first time raised the
concept of SCI agreeing to substantially lower termination fees and to cap expense reimbursements if the Company
would agree to release the customer and employee non-solicitation restrictions that were imposed on SCI in the
existing confidentiality agreement with the Company, in the event the Company terminated the merger agreement in
connection with the board�s exercise of its �fiduciary out.�

At a meeting of the special committee on June 16, 2011, the material outstanding terms of the transaction other than
purchase price were discussed, which included various closing conditions and the request that the no-solicitation
provisions be terminated in exchange for substantially lower termination fees and capped expense reimbursements.
The special committee provided guidance to Mr. Danielson on the material business negotiations.

Mr. Danielson had several more discussions with Mr. McMeekin regarding these material business points over the
next few days. During those conversations, Mr. McMeekin agreed to increase the purchase price to $3.50 per share,
from the $3.25 previously offered, and various other material points were proposed by Mr. Danielson, including a
2.75% termination fee payable only in more limited circumstances, the elimination of the no-solicitation provisions in
the existing SCI confidentiality agreement if the termination fee is triggered, capping and limitation of separate
expense reimbursements, elimination of various closing conditions relating to cash, indebtedness, retention of
employees and real estate matters, and changes to various other specific provisions in the draft merger agreement.

Company counsel delivered to SCI a revised draft of the merger agreement that reflected these positions on
Wednesday, June 22, 2011. Further telephone discussions between Mr. Danielson and Mr. McMeekin over the next
several days, as well as negotiations between counsels to the parties, resulted in tentative resolution of all outstanding
issues in the draft merger agreement, with the exception of final agreement on the purchase price and the ability of the
Company to deliver the requisite shareholder voting agreements.

The special committee considered the negotiations that had taken place during the week at a meeting held on the
morning of Friday, June 24, 2011. At this meeting, Ladenburg reviewed the written materials underlying its fairness
opinion analysis that had been distributed to the members of the board of directors the previous day. At the conclusion
of this presentation, Ladenburg indicated orally that it was of the opinion that the $3.50 purchase price was fair from a
financial point of view to the shareholders of the Company. Ladenburg reviewed the rationale for entering into an
agreement with SCI providing for the acquisition of the Company in an all-cash transaction for $3.50 per share. The
key reasons were:

� The Company�s common stock has low volume, resulting in limited liquidity and trading, making it difficult for
investors to monetize their equity investment.

� Neither the Company�s current size, nor the lack of immediate high growth opportunities, warrant the public
status of the Company and the significant expenses incurred as a result.

� The Company is not projected to become profitable in the near term, and would need additional working
capital in order to address its liquidity requirements, which would likely result in significant dilution to existing
shareholders.

� The proposed merger is the result of a one and a half-year process and extensive marketing by the Company
and its advisors to raise capital and/or sell the BPE Segment.

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 65



� The merger would provide liquidity for shareholders to monetize their shares at a greater than 50% premium to
the current share price, and offers the highest current valuation in light of the Company�s current capital
structure, liquidity requirements, limited growth opportunities, and resulting diminished equity value.

29

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 66



Table of Contents

The special committee then reviewed with counsel the negotiations that had taken place during the week and the
current status of discussions on the major issues. Counsel advised on the fiduciary duties of the special committee in
light of the offer by SCI. The special committee then unanimously determined the merger, the merger agreement and
the transactions contemplated thereby, including the purchase price of $3.50 per share, to be advisable and fair to and
in the best interests of the Company and its shareholders, and approved and adopted the merger and merger
agreement, approved the support agreements and the transactions contemplated thereby, and recommended to the
board, among other things, that it approve and adopt the merger agreement and recommend that the Company�s
shareholders do the same.

The Board immediately thereafter unanimously adopted the special committee�s recommendation, determining the
merger, the merger agreement and the transactions contemplated thereby to be advisable and fair to and in the best
interests of the Company and its shareholders, approving and adopting the merger and merger agreement, approving
the support agreements and the transactions contemplated thereby, authorizing and approving the execution, delivery
and performance of the merger agreement, directing that the merger agreement and the merger be submitted for
consideration by the Company�s shareholders at the special meeting and recommending that the shareholders of the
Company approve and adopt the merger agreement.

The Board discussed the need for the Bernard Abrams family shareholders to enter into voting agreements with SCI
before SCI or the Company would be willing to enter into the merger agreement, and the status and expected timing of
such agreement by such shareholders. The Bernard Abrams family shareholders all entered into voting agreements
with SCI, and the merger agreement was executed and delivered by both parties, on Sunday, June 26, 2011.

Reasons for the Merger and Recommendation of the Special Committee and the Board of Directors

In the course of reaching its decision to approve the merger agreement and to recommend that our shareholders vote to
approve the merger agreement, the special committee and our board of directors consulted with our senior
management, financial advisors and legal counsel, reviewed a significant amount of information and considered a
number of factors, including, among others, the following:

� the business, competitive position, strategy and prospects of the Company; the risk that we will not be able to
successfully implement our strategy and achieve our prospects without an infusion of new capital; the fact that
we are not projected to become profitable in the near term; our continuing needs for substantial additional
working capital in order to address our liquidity requirements, which necessitated turning to certain of our
directors and executive officers for loans in recent history, and in the future could result in significant dilution
to existing shareholders; our recent history of consolidated and operating net losses; the possibility that our key
employees might be at risk if liquidity pressures necessitated further expense reductions or if competitors
succeeded in portraying the Company as financially vulnerable; the fact that our reliance on a small number of
large customer contracts heightens the risk that we will not be able to successfully execute a continuing growth
strategy; the competitive position of current and likely competitors in the industry in which we compete; and
current industry, economic, and market conditions;

� the possible alternatives to the merger (including the possibility of continuing to operate as an independent
entity and the perceived risks and capital needs associated with that alternative); the range of potential benefits
to our shareholders of the possible alternatives, and the timing and the likelihood of accomplishing the goals of
such alternatives; and the special committee�s and our board�s assessment that none of these alternatives to the
merger were reasonably likely to present superior opportunities for the Company or to create greater value for
our shareholders, taking into account risks of execution as well as business, competitive, industry, and market
risks;
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� the $3.50 per share to be paid as the consideration in the merger represents a meaningful premium over
historical trading prices of Company common stock. The $3.50 per share consideration represents a 53.5%
premium over $2.28, the closing price of Company common stock on June 22, 2011, two (2) trading days prior
to our board�s approval of the merger; a 47.4% premium over $2.37, the volume weighted average of the
closing prices of Company common stock for the month ending June 22, 2011; and a 35.7% premium over
$2.58, the volume weighted average of the closing prices of Company common stock for the six months ending
June 22, 2011;

� the Company�s tangible book value and total book value per share, which at January 31, 2011, were $1.26 and
$3.59, respectively, and were projected to decrease in future periods;

� the financial analyses reviewed with our board of directors by representatives of Ladenburg on June 24, 2011,
and the oral opinion of Ladenburg rendered to the special committee on that day, which opinion was
subsequently confirmed by delivery of a written opinion to the effect that, as of the date of the written opinion
and based upon and subject to the considerations described in the written opinion, the $3.50 per share
consideration in cash to be received by the holders of Company common stock in the merger was fair, from a
financial point of view, to such shareholders (a copy of the full text of the Ladenburg opinion is attached to this
proxy statement as Annex D; and you are urged to read the opinion carefully and in its entirety for a
description of, among other things, the procedures followed, assumptions made, matters considered, and
qualifications and limitations on the review undertaken by Ladenburg in rendering its opinion);

� the value of the consideration to be received by our shareholders and the fact that the consideration would be
paid in cash, which provides certainty and immediate value to our shareholders, coupled with the fact that our
common stock historically has had very low volume, resulting in limited liquidity and trading, making it
difficult for investors to monetize their equity investment in the Company;

� the Company�s current size, coupled with the lack of sufficient immediate high-growth opportunities, do not
warrant the public status of the Company and the significant expenses incurred as a result, particularly in
relation to the Company�s relatively small size;

� the fact that holders of approximately 56% of our outstanding shares of common stock have executed voting
agreements evidencing their support for the SCI acquisition, while certain of these shareholders who are
holders of 27% of the total shares outstanding are not obligated to vote for the merger with SCI if our board
changes its recommendation supporting the merger due to the existence of a superior offer under the
circumstances provided for in the merger agreement, so that those shareholders could still vote for a superior
offer if one were to materialize;

� the fact that the special committee, consisting entirely of non-management directors, was involved in extensive
efforts over more than one and a half years to seek an investor in or acquiror of the BPE Segment or the
Company, and then was involved in extensive negotiations with SCI with respect to the merger, and in each
such process was provided broad authority and sufficient resources, including access to the Company�s
management and counsel and financial advisors, to effectively fulfill its responsibilities to the Company and its
shareholders;

� the fact that the merger is not subject to any financing condition, and the likelihood that the proposed
acquisition would be completed, in light of the financial capabilities of SCI;

� 
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subject to and included conditions that the special committee believed would be reasonably likely to be
satisfied;

� the fact that the provisions of the merger agreement were determined through arms� length negotiations between
us and our counsel, on the one hand, and SCI and its counsel, on the other hand; and

� the special committee�s understanding, after consultation with financial and legal advisors, that the termination
fee (and the circumstances when such fee is payable) set forth in the merger agreement was
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reasonable and customary in light of the benefits of the merger contemplated by the merger agreement,
commercial practice and transactions of similar size and nature.

In the course of its deliberations, our board of directors also considered a variety of risks and other potentially
negative factors, including the following:

� the fact that we will no longer exist as an independent public company and our shareholders will forgo any
future increase in our value that might result from our possible growth;

� the risks and contingencies related to the announcement and pendency of the merger, including the effect of the
merger on our customers, employees, suppliers and our relationships with other third parties;

� the conditions to SCI�s obligation to complete the merger and the right of SCI to terminate the merger
agreement in certain circumstances, including for certain breaches by us of our representations, warranties,
covenants and agreements in the merger agreement;

� the risks of noncompletion of the merger, including the expenditure of significant financial advisory and legal
fees and the diversion of management attention;

� the fact that under the terms of the merger agreement, we cannot solicit other acquisition proposals and must
pay to SCI a termination fee of $460,000 and/or reimburse its merger-related expenses up to a maximum of
$450,000 if the merger agreement is terminated under certain circumstances, which might have the effect of
discouraging other parties from proposing an alternative transaction that might be more advantageous to our
shareholders than the merger;

� the fact that holders of approximately 56% of our outstanding shares of common stock have executed voting
agreements agreeing to vote in favor of the SCI acquisition (notwithstanding that certain of these shareholders
who are holders of 27% of the total shares outstanding are not obligated to vote for the SCI merger if our board
changes its recommendation supporting the merger), which might similarly have the effect of discouraging
other parties from proposing an alternative transaction that might be more advantageous to our shareholders
than the merger;

� the fact that the income realized by shareholders as a result of the merger generally will be taxable to our
shareholders;

� the interests that our directors and executive officers have or may have with respect to the merger, in addition
to their interests as shareholders of the Company generally, as described in �The Merger � Interests of Company
Directors and Executive Officers in the Merger;� and

� the fact that, pursuant to the merger agreement, we are subject to a variety of other restrictions on the conduct
of our business prior to closing of the merger or termination of the merger agreement, which may delay or
preclude actions that would be advisable if we were to remain an independent company.

The foregoing discussion of the factors considered by the special committee and our board of directors is not intended
to be exhaustive, but rather includes material factors that the special committee and our board considered in approving
and recommending the merger. In view of the wide variety of factors considered by the special committee and our
board in connection with its evaluation of these transactions and the complexity of these factors, the special committee
and our board of directors did not consider it practical to, nor did they attempt to, quantify, rank or otherwise assign
any specific or relative weights to the specific factors considered in reaching their determination. The special
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was in the best interests of the Company and its shareholders. In considering the factors described above, individual
directors may have assigned different weights to different factors.

It should be noted that portions of the explanation of the special committee and our board of directors� reasoning and
other information presented in this section are forward-looking in nature and, therefore, should be read along with the
factors discussed under the caption �Forward-Looking Information� on page 14 of this proxy statement.
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For the reasons set forth above, the board of directors, based upon the unanimous recommendation of the
special committee, unanimously determined the merger, the merger agreement and the transactions
contemplated thereby to be advisable and fair to and in the best interests of the Company and its shareholders,
approved and adopted the merger and the merger agreement, authorized and approved the execution, delivery
and performance of the merger agreement by the Company, directed that the merger and merger agreement
be submitted for approval by our shareholders at the special meeting, and recommends that our shareholders
vote �FOR� approval of the merger agreement and �FOR� the proposal to adjourn the special meeting, if necessary
or appropriate, to solicit additional proxies.

Opinion of the Company�s Financial Advisor

Ladenburg made a presentation to the special committee on June 24, 2011 and subsequently delivered its written
opinion to the special committee. The opinion stated that, as of June 24, 2011, based upon and subject to the
assumptions made, matters considered, procedures followed and limitations on Ladenburg�s review as set forth in the
opinion, the per share consideration to be received by our shareholders in the merger is fair, from a financial point of
view, to our shareholders.

The full text of Ladenburg�s written opinion dated as of June 24, 2011, which sets forth the assumptions made,
matters considered, procedures followed, and limitations on the review undertaken by Ladenburg in rendering
its opinion, is attached as Annex D to this proxy statement and is incorporated herein by reference. Ladenburg�s
opinion is not intended to be, and does not constitute, a recommendation to you as to how you should vote or
act with respect to the merger or any other matter relating thereto. The summary of the Ladenburg opinion set
forth in this proxy statement is qualified in its entirety by reference to the full text of the opinion. We urge you
to read the opinion carefully and in its entirety.

Ladenburg�s opinion is for the use and benefit of the special committee in connection with its consideration of the
merger. Ladenburg�s opinion may not be used by any other person or for any other purpose without Ladenburg�s prior
written consent. Ladenburg�s opinion should not be construed as creating any fiduciary duty on its part to any party.

Ladenburg was not requested to opine as to, and its opinion does not in any manner address, the relative merits of the
merger as compared to any alternative business strategy that might exist for us, whether we should complete the
merger, and other alternatives to the merger that might exist for us. Ladenburg does not express any opinion as to the
underlying valuation or future performance of the Company or the price at which our securities might trade at any
time in the future.

Ladenburg�s analysis and opinion are necessarily based upon market, economic and other conditions, as they existed
on, and could be evaluated as of, June 24, 2011. Accordingly, although subsequent developments may affect its
opinion, Ladenburg assumed no obligation to update, review or reaffirm its opinion to us or any other person.

In arriving at its opinion, Ladenburg took into account an assessment of general economic, market and financial
conditions, as well as its experience in connection with similar transactions and securities valuations generally. In so
doing, among other things, Ladenburg:

� Reviewed drafts of the merger agreement and the support agreements dated as of June 23, 2011.

� Reviewed publicly available financial information and other data with respect to the Company that it deemed
relevant, including the Company�s Annual Report on Form 10-K for the year ended April 30, 2010, its
Quarterly Report on Form 10-Q for the quarter ended January 31, 2011, and the amended versions of such
filings.
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� Reviewed non-public information and other data with respect to the Company, including unaudited financial
statements for the year ended April 30, 2011, financial projections for the four (4) year period ending April 30,
2015 (the �Projections�), and other internal financial information and management reports provided to Ladenburg
by the Company.
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� Considered the historical financial results and present financial condition of the Company.

� Reviewed certain publicly available information concerning the trading of, and the trading market for, the
Company�s common stock.

� Reviewed and analyzed the Company�s projected unlevered free cash flows derived from the Projections and
prepared a discounted cash flow analysis.

� Reviewed and analyzed certain financial characteristics of publicly-traded companies that were deemed to have
characteristics comparable to the Company.

� Reviewed and analyzed certain financial characteristics of target companies in transactions where such target
company was deemed to have characteristics comparable to that of the Company.

� Reviewed and analyzed the premiums paid in certain other transactions that were deemed appropriate.

� Reviewed the premiums and discounts implied by the per share consideration over the Company�s stock price
for various periods.

� Reviewed and discussed with the Company�s management and other Company representatives certain financial
and operating information furnished by them, including financial analyses and the Projections with respect to
the Company�s business and operations.

� Performed such other analyses and examinations as were deemed appropriate.

In arriving at its opinion, with our consent, Ladenburg relied upon and assumed, without assuming any responsibility
for independent verification, the accuracy and completeness of all of the financial and other information that was
supplied or otherwise made available to Ladenburg and Ladenburg further relied upon the assurances of Company
management that they were not aware of any facts or circumstances that would make any such information inaccurate
or misleading. With respect to the financial information and the Projections reviewed, Ladenburg assumed that such
information was reasonably prepared on a basis reflecting the best currently available estimates and judgments, and
that such information provided a reasonable basis upon which it could make its analysis and form an opinion. The
Projections were solely used in connection with the rendering of Ladenburg�s fairness opinion. Material portions of the
Projections are summarized under the caption �Projected Financial Information� starting on page 39 of the proxy
statement. Shareholders should not place undue, if any, reliance upon such Projections, as they are not necessarily an
indication of what our revenues and profit margins will be in the future. The Projections were prepared by the
Company�s management and are not to be interpreted as projections of future performance (or �guidance�) by the
Company. Ladenburg did not evaluate the solvency or fair value of the Company under any applicable foreign, state
or federal laws relating to bankruptcy, insolvency or similar matters. Ladenburg did not physically inspect our
properties and facilities and did not make or obtain any evaluations or appraisals of our assets and liabilities (including
any contingent, derivative or off-balance sheet assets and liabilities). Ladenburg did not attempt to confirm whether
the Company had good title to its assets.

Ladenburg assumed that the merger will be consummated in a manner that complies in all respects with applicable
foreign, federal, state and local laws, rules and regulations. Ladenburg assumed, with our consent, that the final
executed forms of the merger agreement do not differ in any material respect from the drafts Ladenburg reviewed and
that the merger will be consummated on the terms set forth in the merger agreement, without further amendments
thereto, and without waiver by the Company of conditions to any of its obligations thereunder or in the alternative that
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any such amendments or waivers thereto will not be detrimental to the Company or its shareholders in any material
respect.

In connection with rendering its opinion, Ladenburg performed certain financial, comparative and other analyses as
summarized below. Each of the analyses conducted by Ladenburg was carried out to provide a different perspective
on the merger, and to enhance the total mix of information available. Ladenburg did not form a conclusion as to
whether any individual analysis, considered in isolation, supported or failed to support its opinion. Further, the
summary of Ladenburg�s analyses described below is not a complete description of the analyses underlying
Ladenburg�s opinion. The preparation of a fairness opinion is a complex process
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involving various determinations as to the most appropriate and relevant methods of financial analysis and the
application of those methods to the particular circumstances and, therefore, a fairness opinion is not readily
susceptible to partial analysis or summary description. In arriving at its opinion, Ladenburg made qualitative
judgments as to the relevance of each analysis and factors that it considered. Also, Ladenburg may have given various
analyses more or less weight than other analyses, and may have deemed various assumptions more or less probable
than other assumptions, so that the range of valuations resulting from any particular analysis described below should
not be taken to be Ladenburg�s view of the value of our assets. The estimates contained in Ladenburg�s analyses and the
ranges of valuations resulting from any particular analysis are not necessarily indicative of actual values or actual
future results, which may be significantly more or less favorable than suggested by such analyses. Also, analyses
relating to the value of businesses or assets neither purport to be appraisals nor do they necessarily reflect the prices at
which businesses or assets may actually be sold. Accordingly, Ladenburg�s analyses and estimates are inherently
subject to substantial uncertainty. Ladenburg believes that its analyses must be considered as a whole and that
selecting portions of its analyses or the factors it considered, without considering all analyses and factors collectively,
could create a misleading or incomplete view of the process underlying the analyses performed by Ladenburg in
connection with the preparation of its opinion.

The summaries of the financial reviews and analyses include information presented in tabular format. To fully
understand Ladenburg�s financial reviews and analyses, you must read the tables together with the accompanying text
of each summary. The tables alone do not constitute a complete description of the financial analyses, including the
methodologies and assumptions underlying the analyses, and if viewed in isolation could create a misleading or
incomplete view of the financial analyses Ladenburg performed.

The analyses performed were prepared solely as part of Ladenburg�s analysis of the fairness to our shareholders of the
per share consideration to be received by our shareholders in the merger from a financial point of view, and were
provided to the special committee in connection with the delivery of Ladenburg�s opinion. Ladenburg�s opinion was
just one of the several factors the special committee took into account in making its determination to approve the
merger, including those described elsewhere in this proxy statement.

Stock Performance Review.  Ladenburg reviewed the daily closing market price and trading volume of our common
stock for the 12-month period ended June 22, 2011 and noted that the low volume of the Company�s common stock
had resulted in limited liquidity and trading. The Company�s common stock traded at a price per share of between
$1.84 and $3.02, and a mean and median volume of 6,932 and 2,560 shares, respectively.

Valuation Overview.  Ladenburg generated an indicated valuation range for us based on a discounted cash flow
analysis, a comparable company analysis and a comparable transaction analysis each as more fully discussed below.
Ladenburg weighted the three approaches equally and arrived at an indicated equity value per share range of
approximately $2.00 to approximately $2.90. Ladenburg noted that the $3.50 per share consideration is higher than
this indicated equity value per share range.

Discounted Cash Flow Analysis.  A discounted cash flow analysis estimates value based upon a company�s projected
future free cash flow discounted at a rate reflecting risks inherent in its business and capital structure. Unlevered free
cash flow represents the amount of cash generated and available for principal, interest and dividend payments after
providing for ongoing business operations.

While the discounted cash flow analysis is the most scientific of the methodologies used, it is dependent on
projections and is further dependent on numerous industry-specific and macroeconomic factors.

Ladenburg utilized the Projections, which forecast a compound annual growth rate, or CAGR, of approximately
12.9% in revenue from FY 2011 through FY2015. The projections also forecast an improvement in EBITDA margin
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from FY2011 to FY2015, from approximately -5.5% to 6.3%. For purposes of Ladenburg�s analyses, �EBITDA� means
earnings before interest, taxes, depreciation and amortization, as adjusted for add-backs for discontinued operations
and gains from sale of properties. Ladenburg noted that the Company does not project to become EBITDA positive
before FY2013.
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To arrive at a present value, Ladenburg utilized discount rates ranging from 16.5% to 18.5%. This was based on an
estimated weighted average cost of capital of 17.4% (based on an estimated weighted average cost of debt of 7.5%
and 19.9% estimated cost of equity). The cost of equity calculation was based on the capital asset pricing model and
was derived utilizing the unlevered beta of the comparable companies, the Company�s capital structure, the appropriate
equity risk and size premiums and a company specific risk factor, reflecting the risks associated with the Projections,
including, but not limited to achieving the projected revenue growth and increasing EBITDA margins throughout the
projection period.

Ladenburg presented a range of terminal values at the end of the forecast period by applying a range of terminal exit
multiples based on revenue. Ladenburg determined to utilize terminal revenue multiples of between 0.60x and 0.70x
by examining the range indicated by the comparable companies and comparable transactions, and taking into account
certain company-specific factors, such as our size and projected profitability.

Utilizing terminal revenue multiples of between 0.60x and 0.70x, Ladenburg calculated a range of indicated enterprise
values and then deducted net debt of approximately $3.9 million as of April 30, 2011 (which includes approximately
$6.0 million in interest bearing debt less approximately $2.1 million in cash) to derive a per share range of indicated
equity values of approximately $2.20 to approximately $3.10, based on approximately 3.7 million shares and
in-the-money stock appreciation rights, or SARs, outstanding, utilizing the treasury stock method. For purposes of
Ladenburg�s analyses, �enterprise value� means equity value plus all interest-bearing debt less cash.

Comparable Company Analysis.  A selected comparable company analysis reviews the trading multiples of publicly
traded companies that are similar to the Company with respect to business and revenue model, operating sector, size
and target customer base.

Ladenburg identified the following six (6) companies that it deemed comparable to the Company. The selected
comparable companies provide energy and facilities services, have a market capitalization of less than $300 million
and revenues greater than $10 million.

� TRC Companies Inc.

� PowerSecure International, Inc.

� Lime Energy Co.

� Orion Energy Systems, Inc.

� Comverge, Inc.

� Fortress International Group, Inc.

All of the comparable companies are substantially larger than the Company in terms of revenue, with latest twelve
months, or LTM, revenue ranging from approximately $67.4 million to approximately $240.0 million, compared with
the Company�s revenue for FY 2011 of approximately $26.2 million.

Ladenburg noted that all of the comparable companies (except Comverge) had higher LTM EBITDA than the
Company, with LTM EBITDA margins ranging from approximately -5.6% to 7.5%, compared with the Company�s
LTM EBITDA for FY 2011 of approximately -5.5%. In addition, the Company is substantially more leveraged than
the comparable companies, with debt to total capital ratios for the comparable companies ranging from 0.4% to
25.5%, compared with the Company�s ratio of approximately 41.9% as of April 30, 2011.
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36

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 80



Table of Contents

Ladenburg generated the following multiples worth noting with respect to the comparable companies:

Enterprise Value Multiple of Mean Median High Low

LTM revenue 0.79x 0.82x 1.26x 0.29x
CY 2011 revenue 0.75x 0.73x 1.01x 0.48x
CY 2012 revenue 0.66x 0.68x 0.85x 0.39x

Ladenburg selected an appropriate multiple range for us by examining the range indicated by the comparable
companies and taking into account certain company-specific factors. Ladenburg selected multiples below the mean of
the comparable companies to reflect our lower EBITDA margins, higher leverage, and smaller size and the risks
associated with achieving the Projections. Based on the above factors, Ladenburg applied the following multiples to
our respective statistics:

� FY 2011 revenue multiples of 0.45x to 0.55x

� FY 2012E revenue multiples of 0.40x to 0.50x

� FY 2013E revenue multiples of 0.35x to 0.45x

and calculated a range of indicated enterprise values for us by weighting the above indications equally and then
deducted net debt of approximately $3.9 million as of April 30, 2011, and an estimated $2.2 million of additional
working capital assumed necessary to meet current liquidity requirements and achieve Projections to derive a
minority-level indicated equity value range. Ladenburg then applied a control premium of 30.0% and generated a per
share range of equity values of approximately $2.00 to approximately $3.00, based on approximately 3.7 million
shares and in-the-money SARs outstanding, utilizing the treasury stock method.

None of the comparable companies have characteristics identical to us. An analysis of publicly traded comparable
companies is not mathematical; rather it involves complex considerations and judgments concerning differences in
financial and operating characteristics of the comparable companies and other factors that could affect the public
trading of the comparable companies.

Comparable Transaction Analysis.  A comparable transaction analysis involves a review of merger, acquisition and
asset purchase transactions involving target companies that are in related industries to the Company. The comparable
transaction analysis generally provides the widest range of values due to the varying importance of an acquisition to a
buyer (i.e., a strategic buyer willing to pay more than a financial buyer) in addition to the potential differences in the
transaction process (i.e., competitiveness among potential buyers).

Ladenburg identified the following twenty-nine (29) transactions announced since January 2008 involving target
companies providing construction, energy, and facilities services for which detailed financial information was
available.

Target Acquirer

Xnergy Blue Earth Inc. (OTCBB:BBLU)
MACTEC, Inc. AMEC plc (LSE:AMEC)
USM Service Holdings, Inc. EMCOR Group Inc. (NYSE:EME)
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OTAK, Inc. HanmiGlobal Co., Ltd. (KOSE:A053690)
Colombus/Worthington Air and Brothers Air and Heat American Residential
Delta Mechanical Contractors LLC Iron Eagle Group, Inc. (OTCPK:IEAG)
Fisk Corporation Tutor Perini Corporation (NYSE:TPC)
The Dwyer Group Inc. TZP Group
The Linc group, Inc. ABM Industries Inc. (NYSE:ABM)
Eastern Research Group, Inc. AEA Technology Group plc (LSE:AAT)
PBSJ Corp. WS Atkins plc (LSE:ATK)
ColonialWebb Contractors Co. Inc. Comfort systems USA Inc. (NYSE:FIX)
Tishman Construction Corporation AECOM Technical Services, Inc.
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Target Acquirer

The LPA Group Incorporated Michael Baker Corporation (AMEX:BKR)
Spaw Maxwell Company LP Balfour Beatty Construction LLC
Ecos Consulting, Inc. Advantage IQ, Inc.
SAIC Energy, Environment & Infrastructure, LLC SAIC, Inc. (NYSE:SAI)
Malcolm Pirnie, Inc. Arcadis US, Inc.
RT Dooley- A Balfour Beatty Company Balfour Beatty Construction Group, Inc.
Cardno TBE Cardno Limited (ASX:CDD)
Acro Electric, Inc. Acro Energy Technologies Corp. (TSXV:ART)
Applied Energy Management Inc. Lime Energy Co. (NASDAQ:LIME)
Willdan Energy Solutions Willdan Group, Inc. (NASDAQ:WLDN)
Barnhart, Inc. Heery International, Inc.
Conditioned Air Mechanical Services, Inc. Comfort Systems USA Inc.(NYSE:FIX)
Maverick Engineering, Inc. Platinum Energy Resources Inc. (OTCPK:PGRI)
Safety and Ecology Corporation Homeland Security Capital Corporation

(OTCBB:HOMS)
Riddleberger Brothers, Inc. Comfort Systems USA Inc. (NYSE:FIX)
Southern Management Company ABM Industries Inc. (NYSE:ABM)

Based on the information disclosed with respect to the targets in each of the comparable transactions, Ladenburg
calculated and compared the enterprise values as a multiple of LTM revenue.

Ladenburg noted the following with respect to the multiples generated:

Multiple of Enterprise Value to Mean Median High Low

LTM revenue (without earnouts) 0.56x 0.51x 1.47x 0.07x
LTM revenue (with earnouts) 0.61x 0.52x 2.02x 0.07x

Ladenburg selected multiples for us somewhat below the mean of the comparable transactions multiples due to our
lower profitability and size. Based on such factors, Ladenburg applied a multiple range of 0.50x to 0.60x to our LTM
revenue, calculated a range of indicated enterprise values and then deducted net debt of approximately $3.9 million as
of April 30, 2011, and an estimated $2.2 million of additional working capital assumed necessary to meet current
liquidity requirements and achieve Projections to derive an indicated per share equity value range of approximately
$1.90 to approximately $2.60, based on approximately 3.7 million shares and in-the-money SARs outstanding
utilizing the treasury stock method.

None of the target companies in the comparable transactions have characteristics identical to us. Accordingly, an
analysis of comparable business combinations is not mathematical; rather it involves complex considerations and
judgments concerning differences in financial and operating characteristics of the target companies in the comparable
transactions and other factors that could affect the respective acquisition values.

Premiums Paid / Implied Transaction Premium Analysis.  The premiums paid analysis involves the examination of the
acquisition premiums derived in transactions where a controlling interest of a public company was acquired and the
comparison of the observed premiums to the premium implied by the per share consideration paid in the merger.
Ladenburg reviewed the one-day, one-week and one-month premium for all controlling interest transactions where:
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� The transaction was announced on or after January 2009;

� The target market capitalization was between $5 million and $300 million; and

� The target company is based in the United States.
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Ladenburg reviewed 265 transactions that met these criteria and calculated the mean and median of the acquisition
premiums. They were 36.5% and 35.5%, for the one-day premium, 40.9% and 38.5%, for the one-week premium, and
48.8% and 40.8% for the one-month premium. The acquisition premiums in transactions that occurred in 2011 were
lower, and were 31.2% and 33.6%, for the one-day premium, 33.1% and 34.4%, for the one-week premium, and
36.9% and 34.2% for the one-month premium.

Also, Ladenburg reviewed the premium/discount implied by the per share consideration with respect to our closing
market stock price for various periods. The merger consideration represents a one-day premium of approximately
53.5%, a one week premium of 58.4%, and a one-month premium of 44.0%, each of which was significantly higher
than the premiums observed in the premiums paid analysis.

None of the target companies in the premiums paid analysis have characteristics identical to us. Accordingly, an
analysis of comparable business combinations is not mathematical; rather it involves complex considerations and
judgments concerning differences in financial and operating characteristics of the target companies in the acquisition
premiums analysis and other factors that could affect the respective acquisition values.

Conclusion.  Based on the information and analyses set forth above, Ladenburg delivered its written opinion to the
special committee, which stated that, as of June 24, 2011, based upon and subject to the assumptions made, matters
considered, procedures followed and limitations on its review as set forth in the opinion, the per share consideration to
be received by the Company�s shareholders in the merger is fair, from a financial point of view, to the Company�s
shareholders. Ladenburg�s opinion does not express an opinion about the fairness of the amount or nature of the
compensation, if any, to any of our officers, directors or employees, or class of such persons, relative to the
compensation to our shareholders.

As part of its investment banking business, Ladenburg regularly is engaged in the evaluation of businesses and their
securities in connection with mergers, acquisitions, corporate restructurings, negotiated underwritings, private
placements and for other purposes. We determined to use the services of Ladenburg because it is a recognized
investment banking firm that has substantial experience in similar matters. Ladenburg has received a fee of $150,000
in connection with the preparation and issuance of its opinion and rendering advice to the special committee with
respect to the merger, and will be reimbursed for its reasonable expenses, including attorneys� fees, none of which
payments were contingent upon the execution of the merger agreement or the completion of the merger. Also, we have
agreed to indemnify Ladenburg and related persons and entities for certain liabilities that may relate to, or arise out of,
its engagement. Ladenburg has previously provided certain capital raising services to the Company, for which it
received a $25,000 retainer.

In the ordinary course of business, Ladenburg, certain of Ladenburg�s affiliates, as well as investment funds in which
Ladenburg or its affiliates may have financial interests, may acquire, hold or sell long or short positions, or trade or
otherwise effect transactions in debt, equity, and other securities and financial instruments (including bank loans and
other obligations) of, or investments in, the Company, or any other party that may be involved in the merger and their
respective affiliates.

Projected Financial Information

The Company does not, as a matter of course, make public forecasts or projections as to future performance or
financial data and is especially wary of making projections for extended earnings periods due to the inherent
unpredictability of the underlying assumptions and estimates. However, in the course of the process resulting in the
merger agreement, our management prepared and provided to Ladenburg non-public, projected financial information
for the four (4) year period ending April 30, 2015 (the �Projections�), which was based on our management�s estimate of
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our future financial performance as of the date the Projections were prepared. We have included below the material
portions of the Projections to give our shareholders access to certain non-public information prepared for purposes of
considering and evaluating the merger. The inclusion of this information should not be regarded as an indication that
the Company, its board of directors, the special committee or Ladenburg considered, or now considers, this
information to be a reliable prediction of actual future results, and such data should not be relied upon as such.
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The Projections were not prepared with a view to public disclosure and are included in this proxy statement only
because they were provided to Ladenburg. Nor were they prepared with a view toward compliance with the published
guidelines of the SEC or guidelines established by the American Institute of Certified Public Accountants. Deloitte &
Touche LLP, our independent registered public accounting firm, has not examined, compiled or performed any
procedures with respect to the Projections, and accordingly does not provide any form of assurance with respect to the
Projections.

The Projections are subjective in many respects, and thus susceptible to various interpretations based on actual
experience and business developments. Moreover, since the Projections cover multiple years, such information by its
nature becomes less reliable with each successive year. The reliability of the Projections is also negatively affected by
the difficulty the Company has historically encountered in predicting when revenues from large contracts will be
recognized.

The Projections are considered �forward-looking statements� within the meaning of the Private Securities Litigation
Reform Act of 1995, and are subject to the risks and uncertainties described under �Forward-Looking Information� on
page 14. Accordingly, there can be no assurance that the assumptions made in preparing the Projections will prove
accurate, and actual results may be materially different than those contained in the Projections.

Furthermore, the Projections:

� while presented with numerical specificity, necessarily are based on numerous assumptions, many of which are
beyond our control, including industry performance, general business, economic, regulatory, market and
financial conditions, as well as matters specific to our business, and may not prove to have been, or may no
longer be, accurate;

� do not necessarily reflect revised or updated prospects for our business, changes in general business, economic,
regulatory, market and financial conditions, or any other transaction or event that has occurred or that may
occur and that was not anticipated at the time the Projections were prepared;

� are not necessarily indicative of current values or future performance, which may be significantly more
favorable or less favorable than as set forth below; and

� should not be regarded as a representation or a guarantee that the Projections will be achieved.

In light of the foregoing factors and the uncertainties inherent in the Projections, shareholders are cautioned
not to place undue, if any, reliance on the Projections.

The Projections are summarized in the following table:

Year Ended April 30,
2012 2013 2014 2015

(In millions)

Revenue $ 29.1 $ 35.0 $ 38.7 $ 42.6
EBITDA (0.8) 0.8 1.8 2.7
Unlevered Free Cash Flows (1.8) (0.5) 0.7 1.2

Non-GAAP Measures
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Neither EBITDA nor unlevered free cash flows in the foregoing table are financial measures under U.S. generally
accepted accounting principles (GAAP).

The Company believes EBITDA � earnings before interest, taxes, depreciation and amortization � is a useful non-GAAP
measurement of the Company�s performance, because it facilitates comparison of the Company�s performance across
reporting periods on a consistent basis by excluding items that the Company
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does not believe are indicative of its core operating performance. EBITDA has limitations as an analytical tool. Some
of these limitations are:

� EBITDA does not reflect the Company�s cash capital expenditures, or future requirements for capital
expenditures, or contractual commitments;

� EBITDA does not reflect changes in, or cash requirements for, working capital needs;

� EBITDA does not reflect the significant interest expense or the cash requirements necessary to service interest
or principal payments on indebtedness; and

� although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will
often have to be replaced in the future, and EBITDA does not reflect any cash requirements for such
replacements.

Unlevered free cash flows is EBITDA less capital expenditures, changes in net working capital and taxes. The
Company believes this measure is useful because it represents the amount of cash generated and available for
principal, interest and dividend payments after providing for ongoing operations.

You should not consider EBITDA or unlevered free cash flows as alternatives to, or more meaningful indicators of,
the Company�s operating performance or liquidity than earnings before taxes, as set forth in the Company�s
consolidated statements of operations, or cash flow measures as set forth in the Company�s consolidated statements of
cash flows, or other financial measures determined in accordance with GAAP. Moreover, other companies in the
Company�s industry may calculate EBITDA and unlevered free cash flows differently, potentially limiting their
usefulness as comparative measures.

Interests of Company Directors and Executive Officers in the Merger

In considering the recommendation of the Company�s special committee and board of directors with respect to the
merger agreement, shareholders should be aware that the Company�s directors and executive officers have interests in
the merger, and have arrangements that are different from, or in addition to, those of the Company�s shareholders
generally. These interests could create potential conflicts of interest.

The special committee and the board of directors were aware of these interests, and considered them, among other
matters, in reaching its decisions to approve the merger agreement and to recommend that the Company�s shareholders
vote in favor of adopting the merger agreement.

These interests relate to or arise from:

� payment of severance and certain other separation benefits to two (2) executive officers who, as a result of the
merger, are expected to lose employment with the Company following consummation of the merger;

� the expectation that the other two (2) Company executive officers will continue employment after the
consummation of the merger;

� repayment of loans made to the Company by certain directors and executive officers;

� acceleration of vesting of all �in-the-money� stock appreciation rights to the extent not vested, and the �cash out� of
any in-the-money stock appreciation rights, held by executive officers;
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� distribution of vested nonqualified deferred compensation plan accounts to directors and executive officers,
and possible distribution of vested 401(k) plan accounts to those executive officers participating in such plan;

� reimbursement by the Company of certain personal legal expenses incurred by executive officers in connection
with the merger;

� indemnification, expense advancement and liability exculpation provisions in the merger agreement in favor of
the Company�s directors and officers; and
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� the purchase by SCI of a six-year �tail� directors� and officers� liability insurance policy to cover the directors and
officers currently covered by the Company�s directors� and officers� liability insurance policy.

Merger-Related Compensation

In accordance with Item 402(t) of the SEC�s Regulation S-K, the following table sets forth � for the Company�s chief
executive officer and for its two most highly compensated executive officers, other than the chief executive officer,
serving as such at the end of the Company�s fiscal year ended April 30, 2011, sometimes referred to collectively as the
�named executive officers� � certain compensation related to the merger.

Pension/ Perquisites/
Name Cash(1) Equity(2) NQDC(3) Benefits( 4) Other(5) Total

Alan R. Abrams $ 254,457 $ 26,790 $ 807,620 $ 35,034 $ 5,000 $ 1,128,901
Chairman of the Board
and Chief Executive
Officer
M. Todd Jarvis � 66,300 170,293 � 5,000 241,593
President and Chief
Operating Officer
J. Andrew Abrams 145,190 � 690,750 35,034 5,000 875,974
Executive Vice President

(1) Represents severance payable pursuant to the terms of the Company�s 1993 Salaried Employees Severance Plan.

(2) Represents the difference between the aggregate exercise prices of stock appreciation rights whose exercise
prices are less than $3.50 per share and the aggregate per share merger consideration for the shares obtainable
upon exercise of the rights assuming a fair market value of $3.50 per share.

(3) Represents the officer�s vested account balances as of April 30, 2011 in the Company�s 401(k) plan and its
nonqualified senior management deferred compensation plan. All plan participants are entitled under the
preexisting terms of the plans to distributions of their account balances in connection with the termination of such
plans at the closing of the merger or in connection with the termination of their employment.

(4) Consists of (a) payment by the Company of up to $15,000 each in outplacement services and (b) estimated health
insurance premiums of $20,034 each to continue health insurance coverage at the Company�s expense for
eighteen (18) months following the closing of the merger.

(5) Represents the right to be reimbursed by the Company for up to $5,000 in personal legal expenses incurred in
connection with the merger.

For additional information on the compensation and benefits described above, see the relevant portions of the
following discussion.

Severance and Other Separation Benefits for Alan R. Abrams and J. Andrew Abrams
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In connection with the consummation of the merger, it is anticipated that two of the Company�s four (4) executive
officers � Chairman and Chief Executive Officer Alan R. Abrams, and Executive Vice President J. Andrew Abrams,
will lose employment with the Company, as a result of the merger.

On June 24, 2011, the compensation committee of the Company�s board of directors determined that all employees
whose employment is terminated as a result of the merger would be entitled to severance under the Company�s 1993
Salaried Employees Severance Plan, or the Plan, in the amounts determined pursuant to the preexisting terms of the
Plan. The Plan provides for the payment of severance to full-time salaried employees of the Company and its
subsidiaries, based generally on the length of service of an employee and his or her base salary. Severance under the
Plan is generally payable on regular Company paydays at the same rate per pay period as the terminated employee�s
base salary, or in a lump sum at the option of the Company, in each case less any applicable deductions.
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The merger agreement provides that such severance payments shall be made to, among other employees, two
(2) executive officers, who as a result of the merger are expected to lose employment with the Company � Alan R.
Abrams, Chairman of the Board and Chief Executive Officer, and J. Andrew Abrams, Executive Vice President � upon
the closing of the merger. These severance payments will be made in a lump sum at the closing of the merger. The
compensation committee also approved certain other separation benefits for these executive officers, consisting of
reimbursement of outplacement services and personal legal fees incurred in connection with the merger up to a
maximum of $5,000 each, and continuation of medical insurance at the Company�s expense for eighteen (18) months
following the closing of the merger. The amount of such payments and benefits are set forth in the table above under
�� Merger-Related Compensation.�

Continuation of Employment and Personal Legal Fee Reimbursement for M. Todd Jarvis and Rick A. Paternostro

It is expected that the Company�s other two (2) executive officers � M. Todd Jarvis, President and Chief Operating
Officer, and Rick A. Paternostro, Chief Financial Officer � will continue employment with the Company or SCI
following closing of the merger. However, these officers do not have employment agreements, offer letters, or similar
written or oral arrangements, or understandings concerning the terms of their post-closing employment, so the
compensation and benefits such executive officers might receive in the event they continue employment with the
Company or SCI following the closing are unknown at this time.

On June 24, 2011, the compensation committee of the board of directors approved Company reimbursement of
personal legal fees incurred by these two (2) executive officers in connection with the merger, up to a maximum of
$5,000 each.

Repayment of Insider Loans

On October 14, 2010, the Company borrowed an aggregate of $500,000 from four (4) directors and executive officers.
Each of the notes evidencing these loans bears interest at 12% per annum and matures on May 14, 2012, subject to
acceleration under certain specified circumstances, including the closing of the merger. The notes are collectively
secured by a security deed on real property granted by a subsidiary of the Company.

Pursuant to the terms of the notes and the merger agreement, the following individuals will be entitled to repayment of
the aggregate principal amount set forth opposite their names at the effective time of the merger, plus all accrued and
unpaid interest thereon to such date.

Aggregate
Principal

Name Amount

Samuel E. Allen, Director $ 400,000
Alan R. Abrams, Chairman of the Board and Chief Executive Officer 50,000
Herschel Kahn, Director 25,000
J. Andrew Abrams, Executive Vice President 25,000

Acceleration and �Cash out� of �In-the-Money� Stock Appreciation Rights

Under the terms of the merger agreement, all stock appreciation rights (SARs) exercisable for shares of Company
common stock, which are �in-the-money� � that is, those SARs whose exercise prices are less than the per share merger
consideration of $3.50 � will be vested at the effective time of the merger, to the extent not already vested, and will be
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cancelled in exchange for a cash payment to the holders thereof equal to the difference between the aggregate exercise
prices of the in-the-money SARs held by such holder and the aggregate per share merger consideration, for the shares
obtainable upon exercise of such SARs, assuming a fair market value of $3.50 per share.

The number and value of the in-the-money SARs held by each of Messrs. Alan R. Abrams, M. Todd Jarvis and Rick
A. Paternostro are set forth below. None of the SARs reflected below is currently vested.
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Number of Cash
Name In-the-Money SARs Out Value

Alan R. Abrams 19,000 $ 26,790
Chairman of the Board and Chief Executive Officer
M. Todd Jarvis 50,000 66,300
President and Chief Operating Officer
Rick A. Paternostro 20,000 28,200
Chief Financial Officer

Neither Mr. J. Andrew Abrams nor any outside director hold any in-the-money SARs.

The merger agreement also provides for the �cash out� of in-the-money stock options, and the acceleration of vesting of
restricted stock. However, there are no in-the-money stock options or unvested shares of restricted stock currently
outstanding.

Retirement Plan Accounts and Deferred Compensation Plans Accounts Distribution

The merger agreement requires the Company to terminate its 401(k) plan the day prior to the effective date of the
merger, unless SCI otherwise notifies the Company. It is currently expected that SCI will notify the Company not to
terminate the 401(k) plan. The merger agreement also requires the Company to terminate its senior management
deferred compensation plan and its directors� deferred compensation plan, both of which are nonqualified deferred
compensation plans.

In connection with the termination of these plans � or with respect to the 401(k) plan, in connection with the
termination of the participant�s employment with the Company � participants will be entitled to a distribution of their
account balances. If the 401(k) plan is not terminated and a participant�s employment continues after the closing of the
merger, such participant will not be entitled to a distribution of their vested 401(k) account balance. The accounts of
participants in the senior management deferred compensation plan and directors� deferred compensation plan will be
paid out within 12 months of the effective time of the merger. Any distribution of accounts of participants in the
401(k) plan will be in accordance with IRS requirements. The respective account balances of the Company�s directors
and executive officers, as of April 30, 2011, were as follows:

Senior
Management

Name 401(k) Plan Plan Directors� Plan

Alan R. Abrams $ 576,308 $ 231,312 �
Chairman and Chief Executive Officer
Samuel E. Allen � � $ 178,245
Director
Gilbert L. Danielson � � 294,215
Director
Herschel Kahn � � 42,045
Director
Robert T. McWhinney, Jr. � � �
Director
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M. Todd Jarvis 170,293 � �
President and Chief Operating Officer
J. Andrew Abrams 505,788 44,408 140,554
Executive Vice President
Rick A. Paternostro 146,785 � �
Chief Financial Officer
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Indemnification, Expense Advancement and Exculpatory Provisions

The merger agreement provides that all rights to indemnification and advancement of expenses by the Company, and
exculpation from liabilities for violations of fiduciary duties existing in favor of directors and officers of the
Company, as of the date of the merger agreement, for their acts and omissions as directors and officers occurring prior
to the effective time of the merger � whether provided in the Company�s articles of incorporation, in the Company�s
bylaws, or in indemnification agreements � shall survive the merger, and shall continue in full force and effect for a
period of six (6) years from the effective date of the merger.

Directors� and Officers� Insurance

The merger agreement provides that SCI shall obtain, prior to the effective time of the merger, a six-year, pre-paid �tail�
on the existing policy of directors� and officers� liability insurance maintained by the Company (or a substitute policy)
in order to extend the liability insurance coverage of the directors and officers who are currently covered by the
Company�s directors� and officers� liability insurance policy.

Effective Time of the Merger

The merger will become effective upon the filing of the certificate of merger with the Secretary of State of Georgia or
at such later time as is agreed upon by SCI and us and specified in the certificate of merger. The filing of the
certificate of merger will occur as soon as practicable on or after the closing date, which closing date will be not later
than the fifth (5th) business day after satisfaction or waiver of the conditions to the closing of the merger described in
the merger agreement. We currently anticipate the merger to be completed in our fiscal quarter ending October 31,
2011; however, because the merger is subject to certain closing conditions, we cannot predict the exact timing.

Dissenters� Rights

The discussion of the provisions set forth below is not a complete summary regarding your dissenters� rights under
Georgia law and is qualified in its entirety by reference to the text of the relevant provisions of Georgia law, which are
attached to this proxy statement as Annex E. Shareholders intending to exercise dissenters� rights should carefully
review Annex E. Failure to follow precisely any of the statutory procedures set forth in Annex E may result in a
termination or waiver of these rights.

Pursuant to the provisions of the GBCC, holders of our common stock have the right to dissent from the merger and to
receive the fair value of their shares in cash. Holders of our common stock who fulfill the requirements described
below will be entitled to assert dissenters� rights. Failure to affirmatively vote against the proposal to approve the
merger agreement does not constitute a waiver of dissenters� rights. Shareholders considering initiation of a dissenters�
proceeding should review this section in its entirety. A dissenters� proceeding may involve litigation.

The following is a brief summary of Article 13 of the GBCC, which sets forth the procedures for demanding and
perfecting statutory dissenters� rights. Failure to follow the procedures set forth in Article 13 precisely could result in
the loss of dissenters� rights. This proxy statement constitutes notice to holders of Company common stock concerning
the availability of dissenters� rights under Article 13. A shareholder of record wishing to assert dissenters� rights must
hold the shares of stock on the date of making a demand for dissenters� rights with respect to such shares and must
continuously hold such shares through the effective time of the merger.

Preliminary Procedural Steps.  Pursuant to the provisions of Article 13 of the GBCC, if the merger is consummated,
you must:
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� give to the Company, prior to the vote at the special meeting with respect to the approval of the merger
agreement, written notice of your intent to demand payment for your shares of Company common stock (which
we refer to as the shares);

� not vote in favor of the approval of the merger agreement; and
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� comply with the statutory requirements summarized below. If you perfect your dissenters� rights, you will
receive the fair value of your shares as of the effective date of the merger, plus accrued interest from the
effective date of the merger.

You may assert dissenters� rights as to fewer than all of the shares registered in your name only if you dissent with
respect to all shares beneficially owned by any one beneficial shareholder and you notify us in writing of the name
and address of each person on whose behalf you are asserting dissenters� rights. The rights of a partial dissenter are
determined as if the shares as to which that holder dissents and that holder�s other shares were registered in the names
of different shareholders.

Written Dissent Demand.  Voting against the proposal to approve the merger agreement will not satisfy the written
demand requirement. In addition to not voting in favor of the proposal to approve the merger agreement, if you wish
to preserve the right to dissent and seek appraisal, you must give a separate written notice of your intent to demand
payment for your shares if the merger agreement is approved and the merger is effected. Any shareholder who returns
a signed proxy card but fails to provide instructions as to the manner in which his or her shares are to be voted will be
deemed to have voted in favor of the proposal to approve the merger agreement and will not be entitled to assert
dissenters� rights.

Any written objection to the merger agreement and the merger satisfying the requirements discussed above should be
addressed to Servidyne, Inc., 1945 The Exchange, Suite 300, Atlanta, Georgia 30339-2029, Attn: Corporate Secretary.

If our shareholders approve the proposal to approve the merger agreement at the special meeting, we must deliver a
written dissenters� notice (which we refer to as the Dissenters� Notice) to all of our shareholders who satisfy the
foregoing requirements. The Dissenters� Notice must be sent within ten days after the effective date of the merger and
must:

� state where dissenting shareholders should send the demand for payment and where and when dissenting
shareholders should deposit certificates for the shares;

� inform holders of uncertificated shares to what extent transfer of these shares will be restricted after the
demand for payment is received;

� set a date by which the Company must receive the demand for payment (which date may not be fewer than
thirty (30) nor more than sixty (60) days after the Dissenters� Notice is delivered); and

� be accompanied by a copy of Article 13 of the GBCC.

A record shareholder who receives the Dissenters� Notice must demand payment and deposit his or her certificates
with us in accordance with the Dissenters� Notice. Dissenting shareholders will retain all of the rights of a shareholder
until those rights are cancelled or modified by the consummation of the merger. A record shareholder who does not
demand payment or deposit his or her share certificates as required, each by the date set in the Dissenters� Notice, is
not entitled to payment for his or her shares under Article 13 of the GBCC.

Except as described below, we must, within ten (10) days of the later of the effective date of the merger or receipt of a
payment demand, offer to pay to each dissenting shareholder who complied with the payment demand and deposit
requirements described above the amount we estimate to be the fair value of the shares, plus accrued interest from the
effective date of the merger. Our offer of payment must be accompanied by:
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� recent financial statements of the Company;

� our estimate of the fair value of the shares;

� an explanation of how the interest was calculated;

� a statement of the dissenter�s right to demand payment under Section 14-2-1327 of the GBCC; and

� a copy of Article 13 of the GBCC.
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If the dissenting shareholder accepts our offer by written notice to us within thirty (30) days after our offer or is
deemed to have accepted our offer by failure to respond within thirty (30) days of our offer, we must pay for the
shares within sixty (60) days after the later of the making of the offer or the effective date of the merger.

If the merger is not consummated within sixty (60) days after the date set forth demanding payment and depositing
share certificates, we must return the deposited certificates and release the transfer restrictions imposed on
uncertificated shares. We must send a new Dissenters� Notice if the merger is consummated after the return of
certificates and repeat the payment demand procedure described above.

Section 14-2-1327 of the GBCC provides that a dissenting shareholder may notify us in writing of his or her own
estimate of the fair value of such holder�s shares and the interest due, and may demand payment of such holder�s
estimate, if:

� he or she believes that the amount offered by us is less than the fair value of his or her shares or that we have
calculated incorrectly the interest due; or

� we, having failed to consummate the merger, do not return the deposited certificates or release the transfer
restrictions imposed on uncertificated shares within sixty (60) days after the date set for demanding payment.

A dissenting shareholder waives his or her right to demand payment under Section 14-2-1327 unless he or she notifies
us of his or her demand in writing within thirty (30) days after we make or offer payment for the dissenting
shareholder�s shares. If we do not offer payment within ten (10) days of the later of the merger�s effective date or
receipt of a payment demand, then the shareholder may demand the financial statements and other information
required to accompany our payment offer, and we must provide such information within ten days after receipt of the
written demand. The shareholder may notify us of his or her own estimate of the fair value of the shares and the
amount of interest due, and may demand payment of that estimate.

Litigation.  If a demand for payment under Section 14-2-1327 remains unsettled, we must commence a nonjury equity
valuation proceeding in the Superior Court of Cobb County, Georgia, within sixty (60) days after receiving the
payment demand and must petition the court to determine the fair value of the shares and accrued interest. If we do
not commence the proceeding within those sixty (60) days, the GBCC requires us to pay each dissenting shareholder
whose demand remains unsettled the amount demanded. We are required to make all dissenting shareholders whose
demands remain unsettled parties to the proceeding and to serve a copy of the petition upon each of them. The court
may appoint appraisers to receive evidence and to recommend a decision on fair value. Each dissenting shareholder
made a party to the proceeding is entitled to judgment for the fair value of such holder�s shares plus interest to the date
of judgment.

The court in an appraisal proceeding commenced under the foregoing provision must determine the costs of the
proceeding, excluding fees and expenses of attorneys and experts for the respective parties, and must assess those
costs against us, except that the court may assess the costs against all or some of the dissenting shareholders to the
extent the court finds they acted arbitrarily, vexatiously or not in good faith in demanding payment under
Section 14-2-1327. The court also may assess the fees and expenses of attorneys and experts for the respective parties
against us if the court finds we did not substantially comply with the requirements of specified provisions of
Article 13 of the GBCC, or against either us or a dissenting shareholder if the court finds that such party acted
arbitrarily, vexatiously or not in good faith with respect to the rights provided by Article 13 of the GBCC.

If the court finds that the services of attorneys for any dissenting shareholder were of substantial benefit to other
dissenting shareholders similarly situated, and that the fees for those services should be not assessed against us, the
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court may award those attorneys reasonable fees out of the amounts awarded the dissenting shareholders who were
benefited. No action by any dissenting shareholder to enforce dissenters� rights may be brought more than three years
after the effective date of the merger, regardless of whether notice of the merger and of the right to dissent were given
by us in compliance with the Dissenters� Notice and payment offer requirements.
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The full text of Article 13 of the GBCC has been reprinted in its entirety and is included as Annex E to this proxy
statement. If you intend to dissent from the proposal to approve the merger agreement, you should review carefully
the text of Annex E and should also consult with your attorney. We will not give you any further notice of the events
giving rise to dissenters� rights or any steps associated with perfecting dissenters� rights, except as indicated above or
otherwise required by law.

We have not made any provision to grant you access to any of the corporate files of the Company, except as may be
required by the GBCC, or to obtain legal counsel or appraisal services at the expense of the Company.

Any dissenting shareholder who perfects his or her right to be paid the �fair value� of his or her shares will recognize
taxable gain or loss upon receipt of cash for such shares for federal income tax purposes. See �� Material Federal
Income Tax Consequences of the Merger� below.

You must do all of the things described in this section and as set forth in Article 13 of the GBCC in order to
preserve your dissenters� rights and to receive the fair value of your shares in cash (as determined in
accordance with those provisions). If you do not follow each of the steps as described above, you will have no
right to receive cash for your shares as provided in the GBCC. In view of the complexity of these provisions of
Georgia law, shareholders of the Company who are considering exercising their dissenters� rights should
consult their legal advisors.

Accounting Treatment

The merger will be accounted for as a �purchase transaction� for financial accounting purposes.

Form of the Merger

Subject to the terms and conditions of the merger agreement and in accordance with Georgia law, at the effective time
of the merger, Scrabble Acquisition, Inc., a wholly-owned subsidiary of SCI and a party to the merger agreement, will
merge with and into the Company. We will survive the merger as a wholly-owned Georgia subsidiary of SCI.

Merger Consideration

At the effective time of the merger, each outstanding share of Company common stock, other than shares of common
stock held by us, any of our wholly-owned subsidiaries, SCI, Merger Sub, any other wholly-owned subsidiary of SCI
or Merger Sub, if any, and shares held by shareholders who perfect their dissenters� rights (as described in �� Dissenters�
Rights�), will be converted into the right to receive the per share consideration of $3.50 in cash, without interest and
less any applicable withholding tax. Treasury shares and shares held by SCI or Merger Sub will be cancelled
immediately prior to the effective time of the merger.

As of the effective time of the merger, all shares of Company common stock will no longer be outstanding and will
automatically be cancelled and will cease to exist, and each holder of a certificate representing any shares of our
common stock (other than shareholders who have perfected their dissenters� rights) will cease to have any rights as a
shareholder, except the right to receive the per share consideration. The price of $3.50 per share was determined
through arm�s-length negotiations between SCI and us.

Delisting and Deregistration of the Company�s Common Stock

If the merger is completed, our common stock will be delisted from and will no longer be traded on Nasdaq and will
be deregistered under the Exchange Act.
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Material Federal Income Tax Consequences of the Merger

The following is a summary of certain U.S. federal income tax consequences of the merger to our shareholders whose
shares of our common stock are converted into the right to receive cash in the merger. The following summary is
based on the Internal Revenue Code of 1986, as amended, Treasury regulations
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promulgated thereunder, judicial decisions, and administrative rulings, all of which are subject to change, possibly
with retroactive effect. The summary applies only to shareholders who hold our common stock as capital assets and
does not address all of the U.S. federal income tax consequences that may be relevant to particular shareholders in
light of their individual circumstances or to shareholders who are subject to special rules, including: non-U.S. persons,
U.S. expatriates, insurance companies, dealers or brokers in securities or currencies, tax-exempt organizations,
financial institutions, mutual funds, pass-through entities, and investors in such entities, shareholders who hold their
shares of our common stock as a hedge or as part of a hedging, straddle, conversion, synthetic security, integrated
investment, or other risk-reduction transaction or who are subject to alternative minimum tax or shareholders who
acquired their shares of our common stock upon the exercise of employee stock options or otherwise as compensation.
Further, this discussion does not address any U.S. federal estate and gift or alternative minimum tax consequences or
any state, local, or foreign tax consequences relating to the merger.

The Merger.  The receipt of cash pursuant to the merger will be a taxable transaction for U.S. federal income tax
purposes, and may also be a taxable transaction under applicable state, local, or foreign income or other tax laws.
Generally, for U.S. federal income tax purposes, a shareholder will recognize gain or loss equal to the difference
between the amount of cash received by the shareholder in the merger and the shareholder�s adjusted tax basis in the
shares of our common stock converted into cash in the merger. If shares of our common stock are held by a
shareholder as capital assets, gain or loss recognized by such shareholder will be capital gain or loss, which will be
long-term capital gain or loss if the shareholder�s holding period for the shares of our common stock exceeds one
(1) year. Capital gains recognized by an individual upon a disposition of a share of our common stock that has been
held for more than one (1) year generally will be subject to a maximum U.S. federal income tax rate of 15% or, in the
case of a share that has been held for one (1) year or less, will be subject to tax at ordinary income tax rates. For
corporations, capital gain is taxed at the same rate as ordinary income. In addition, there are limits on the deductibility
of capital losses. The amount and character of gain or loss must be determined separately for each block of our
common stock (i.e., shares acquired at the same cost in a single transaction) converted into cash in the merger.

Backup Withholding.  A shareholder (other than certain exempt shareholders, including, among others, all
corporations and certain foreign individuals) whose shares of Company common stock are converted into the per
share consideration may be subject to backup withholding at the then applicable rate (under current law, the backup
withholding rate is 28%) unless the shareholder provides the shareholder�s taxpayer identification number, or TIN, and
certifies under penalties of perjury that such TIN is correct (or properly certifies that it is awaiting a TIN), and certifies
as to no loss of exemption from backup withholding and otherwise complies with the applicable requirements of the
backup withholding rules. A shareholder that does not furnish a required TIN or that does not otherwise establish a
basis for an exemption from backup withholding may be subject to a penalty imposed by the Internal Revenue
Service, or the IRS. Each shareholder should complete and sign the Substitute Form W-9 included as part of the letter
of transmittal that will be sent to shareholders promptly following the closing of the merger so as to provide the
information and certification necessary to avoid backup withholding. Backup withholding is not an additional tax.
Rather, the amount of the backup withholding can be credited against the U.S. federal income tax liability of the
person subject to the backup withholding, provided that the required information is given to the IRS. If backup
withholding results in an overpayment of tax, a refund can be obtained by the shareholder by filing a U.S. federal
income tax return.

THE SUMMARY OF U.S. FEDERAL INCOME TAX CONSEQUENCES SET FORTH ABOVE IS FOR
GENERAL INFORMATION ONLY AND IS BASED ON THE LAW IN EFFECT ON THE DATE HEREOF.
SHAREHOLDERS ARE URGED TO CONSULT THEIR OWN TAX ADVISORS TO DETERMINE THE
PARTICULAR TAX CONSEQUENCES TO THEM (INCLUDING THE APPLICATION AND EFFECT OF
ANY STATE, LOCAL OR FOREIGN INCOME AND OTHER TAX LAWS) OF THE MERGER.
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Regulatory Approvals

We and SCI have agreed to use reasonable best efforts to file, as soon as practicable, all notices, reports and other
documents required to be filed with any governmental entity with respect to the merger. The completion of the merger
is subject to certain closing conditions including the receipt of any governmental authorization or other consent,
approval or waiver from any other person necessary to complete the merger. We will not be required to make any
filings under the Hart-Scott-Rodino Antitrust Improvements Act of 1976.

Certain Relationships between SCI and the Company

There are no material relationships between SCI and Merger Sub or any of their respective affiliates, on the one hand,
and the Company or any of our affiliates, on the other hand, other than in respect of the merger agreement, and the
memorandum of understanding and confidentiality agreement described below.

We entered into a non-binding memorandum of understanding with SCI, dated May 12, 2011, in order to form a
strategic alliance to advance cloud-based energy management and predictive diagnostics solutions for building owners
and their tenants. As part of this arrangement, the Company and SCI will (i) refer certain of their existing customers to
each other, including by cross-marketing certain products to existing customers, and (ii) evaluate the migration of
customer data to SCI�s cloud-based infrastructure.

On April 12, 2011 we entered into a confidentiality agreement with SCI, pursuant to which both the Company and
SCI are required to hold and treat confidential information of the other party in confidence and are precluded from
disclosing such information except in limited circumstances. These non-disclosure obligations will continue until
April 12, 2016, except with respect to information that constitutes a trade secret for which the obligations will
continue for so long as the information remains a trade secret. Additionally, until April 12, 2016, neither the Company
nor SCI may knowingly and in violation of the confidentiality agreement call on, divert, solicit or, directly or
indirectly, provide services, or accept business or orders from the other party�s customers, or knowingly, directly or
indirectly, solicit for employment or engagement, or advise or recommend to any other person or entity that such
person or entity employ or engage or solicit for employment or engagement, any such person or entity employed or
engaged by the other party.

Litigation Relating to the Merger

The Company, SCI, Merger Sub and the Company�s board of directors have been named as defendants in two putative
class action lawsuits challenging the merger. The cases, brought by alleged shareholders of the Company and
captioned Manzoor Hussain v. Servidyne Inc. et al. (Civil Action No. 2011-CV-202977), and Brian Jacobs v.
Servidyne, Inc. et al. (Civil Action No. 2011-CV-203489), were filed on July 7, 2011 and July 22, 2011, respectively,
in the Superior Court of Fulton County, Georgia.

The complaints allege, among other things, that (a) the Company�s board of directors breached their fiduciary duties
by: (1) conducting an inadequate sales process that undervalued the Company; (2) agreeing to unfairly preclusive deal
protection measures; and (3) approving merger terms that unfairly vest some of the board members with benefits not
shared equally by other Company shareholders and (b) in the complaint filed by Brian Jacobs, that the Company�s
board of directors failed to disclose material facts to shareholders in connection with the proposed transaction in this
proxy statement. The complaint also alleges that SCI knowingly aided and abetted these fiduciary duty breaches. The
complaint seeks to enjoin the merger and other remedies including, among other things, an alternative prayer for
rescissory damages in both complaints, but only in the event that the merger is completed and cannot be rescinded.
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Both complaints also seek reimbursement of all costs and reasonable attorneys� and expert�s fees incurred in connection
with the litigation.

The defendants believe the claims asserted in the lawsuits are without merit and intend to vigorously defend against
them.

50

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 108



Table of Contents

The Merger Agreement

The following description sets forth the material provisions of the merger agreement but does not purport to describe
all of the terms of the merger agreement. The full text of the merger agreement is attached to this proxy statement as
Annex A. You are urged to read the merger agreement in its entirety because it is the legal document that governs the
merger. The merger agreement should be read in conjunction with the disclosures in our filings with the SEC
available at the SEC�s website, www.sec.gov. The provisions contained in the merger agreement are intended to
govern the contractual rights and relationships, and to allocate risks, between the Company, Merger Sub and SCI
with respect to the merger.

The merger agreement contains representations and warranties that the Company, Merger Sub and SCI made to each
other. Those representations and warranties were made as of specific dates and are subject to qualifications and
limitations agreed to by the parties in connection with negotiating the terms of the merger agreement. Moreover,
certain of these representations and warranties are subject to contractual standards of materiality that may be
different from those generally applicable to disclosures to shareholders, and in some cases may have been made
solely for the purpose of allocating risk among the parties, and to provide contractual rights and remedies to the
parties rather than to establish matters as facts. Accordingly, you should not rely on the representations and
warranties as characterizations of the actual state of affairs of the Company without considering the entirety of public
disclosure about the Company as set forth in the Company�s SEC filings.

The Merger

At the effective time of the merger, Merger Sub will merge with and into the Company. The Company will continue
as the surviving corporation and will become a wholly-owned subsidiary of SCI. SCI, as the sole shareholder of the
Company following the merger, will have the corporate power and authority to control all aspects of the corporate and
business affairs of the Company following the merger. Merger Sub has no material assets or operations of its own and
will cease to exist following the merger.

Closing and Effective Time of the Merger

The consummation of the merger will occur on a day to be agreed upon by the parties, which will be no later than the
fifth (5th) business day following the satisfaction or waiver of all of the conditions to closing described in the merger
agreement. The merger will become effective upon the filing of the certificate of merger with the Secretary of State of
the State of Georgia or at such later time as is agreed upon by SCI and us and specified in the certificate of merger.
Although we expect to complete the merger as soon as reasonably practicable after the special meeting, we cannot
assure you that the conditions to the merger will be satisfied (or waived, to the extent permitted) or, if satisfied or
waived, the date by which they will be satisfied or waived. In addition, because the merger is subject to closing
conditions, we cannot predict the exact timing of the effective time of the merger. See �The Merger Agreement �
Conditions to the Merger� beginning on page 64.

Merger Consideration; Conversion of Shares

At the effective time of the merger, each outstanding share of Company common stock (other than shares of common
stock held by us, any of our wholly-owned subsidiaries, SCI, Merger Sub, any other wholly-owned subsidiary of SCI
or Merger Sub, if any, or any Company shareholder who properly exercises dissenters� rights) will be converted into
the right to receive the per share consideration of $3.50 in cash, without interest and subject to any applicable
withholding taxes, upon surrender of the certificate representing such share of Company common stock in the manner
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provided in the merger agreement.

Each share of Company common stock held by us, one of our wholly-owned subsidiaries, SCI, Merger Sub, or any
other wholly-owned subsidiary of SCI or Merger Sub, if any, immediately prior to the effective time of the merger
will be cancelled and retired and will not be entitled to any merger consideration.
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At the effective time of the merger, each outstanding share of common stock of Merger Sub will be converted into one
(1) share of common stock of the Company as the surviving corporation in the merger.

The per share consideration will be adjusted as appropriate to reflect the effect of any stock split or other like change
with respect to Company common stock occurring after the date of the merger agreement and prior to the effective
time of the merger.

Dissenters� Rights

Shares of Company common stock held by a record shareholder who has properly exercised its right to dissent in
accordance with Article 13 of the GBCC and who has otherwise complied with all the applicable provisions of such
article of the GBCC will not be converted into or represent the right to receive the per share consideration, but will
instead be entitled to receive the fair value of such shares in accordance with Article 13 of the GBCC. At the effective
time of the merger, such dissenting shares will no longer be outstanding, will automatically be cancelled and will
cease to exist, and such holder will cease to have any rights with respect thereto, except the rights specified in
Article 13 of the GBCC. See �The Merger � Dissenters� Rights� on page 45.

Treatment of Stock Options; Stock Appreciation Rights and Warrants

At the effective time, each unexercised outstanding stock option or stock appreciation right of the Company that is
�out-of the money� (i.e., when the exercise price of such stock option is greater than $3.50), whether or not vested, will
expire and be cancelled as of the effective time for no consideration.

At the effective time, each unexercised outstanding stock option that is in-the-money (i.e., when the exercise price of
such stock option is less than $3.50) will vest (if not vested) and be cancelled and settled, and the holder thereof will
be entitled to receive an amount in cash, without interest, equal to the product of (i) the excess, if any, of (x) $3.50
over (y) the exercise price per share of Company common stock subject to such in-the-money stock option, multiplied
by (ii) the number of shares of Company common stock represented by such stock option (other than shares for which
such stock option had previously been exercised, if any). As of July 27, 2011, no in-the-money stock options were
outstanding.

At the effective time, each stock appreciation right that is �in-the-money� will vest (if not previously vested) and the
holder thereof will be entitled to receive in exchange therefor an amount in cash equal to the product of (i) the excess,
if any, of (x) $3.50 over (y) the exercise price of such in-the-money stock appreciation rights multiplied by (ii) the
number of units represented by such stock appreciation right (other than stock appreciation rights for which such grant
had previously been exercised, if any). As of July 27, 2011, 70,140 shares of common stock were subject to
in-the-money stock appreciation rights, assuming a fair market value of $3.50 per share.

At the effective time, each outstanding and unexercised warrant to purchase shares of Company common stock that is
in-the-money will expire and be cancelled for no consideration. As of July 27, 2011, none of the outstanding warrants
of the Company were in-the-money.

Treatment of Restricted Stock

Each share of restricted stock of the Company that is outstanding immediately prior to the effective time of the merger
will vest (if not previously vested) and the holder thereof will be entitled to receive the per share consideration in
exchange for each such restricted share, less any applicable withholding taxes. As of July 27, 2011, no unvested
shares of restricted stock were outstanding.
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Payment Procedures

SCI will select and enter into an agreement with a reputable bank or trust company, reasonably acceptable to us, that
will act as paying agent in the merger. Promptly after the effective time of the merger, SCI will deposit with the
paying agent an amount of cash sufficient to pay the per share consideration to our shareholders.
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Promptly after the effective time of the merger, the paying agent will mail to each record holder of Company common
stock a letter of transmittal and instructions for surrendering stock certificates in exchange for the per share
consideration. Upon surrender of a shareholder�s stock certificates to the paying agent, together with a duly executed
letter of transmittal and such other documents as may be reasonably required by the paying agent or SCI, such stock
certificates will be cancelled and the shareholder will be entitled to receive the appropriate per share consideration,
less any applicable withholding taxes.

In the event of a transfer of ownership of any shares of Company common stock that is not registered in the transfer
records of the Company, the merger consideration for shares of Company common stock may be paid to a person
other than the person in whose name the surrendered certificate is registered if:

� the certificate is properly endorsed or otherwise is in proper form for transfer, and

� the person requesting such payment has paid any fiduciary or surety bonds and any transfer or other similar
taxes required by reason of payment of the merger consideration to such person.

Each certificate representing Company common stock that is not surrendered as discussed above will, from and after
the effective time of the merger, be deemed to represent only the right to receive the per share consideration. No
interest will be paid or accrue on any cash payable to holders of Company common stock pursuant to the merger
agreement. Any portion of the amount deposited by SCI with the paying agent that has not been distributed to our
shareholders within 360 days after the effective date of the merger will be returned to SCI upon demand, and any of
our shareholders who have not surrendered their stock certificates to the paying agent by such time will be required to
look only to SCI for the payment of any per share consideration to which such shareholder may be entitled.

Stock certificates should not be surrendered by our shareholders before the effective time of the merger and
should be delivered only pursuant to instructions set forth in the letter of transmittal that will be mailed to our
shareholders following the effective time of the merger. In all cases, the merger consideration will be paid only
in accordance with the procedures set forth in the merger agreement and such letters of transmittal.

If any certificate formerly representing shares of Company common stock is lost, stolen or destroyed, then SCI may
require the record holder of such certificate to provide an affidavit to that effect and post a bond as an indemnity to
SCI prior to receiving any payment of the per share consideration.

If any certificate representing shares of Company common stock has not been surrendered by the earlier of (i) the 5th
anniversary of the effective date of the merger, or (ii) the date immediately prior to the date on which such certificate
would become escheatable to a government body, then such cash amount will become the property of the Company.

Articles of Incorporation and Bylaws of the Company Following the Merger

Pursuant to the merger agreement, our articles of incorporation will be amended and restated in their entirety at the
effective time of the merger to conform to the articles of incorporation of Merger Sub as in effect immediately prior to
the effective time of the merger, except that the name of the surviving corporation will be �Servidyne, Inc.� Our bylaws
will be amended and restated at the effective time of the merger to conform to the bylaws of Merger Sub as in effect
immediately prior to the effective time of the merger.

Directors and Officers of the Company Following the Merger

Following the merger, none of our directors or officers will serve as directors or officers of the Company and the
directors and officers of Merger Sub will be the initial directors and officers of the Company following the merger.
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Representations and Warranties

In the merger agreement, we have made customary representations and warranties to SCI and Merger Sub, including
representations relating to:

� our subsidiaries;

� our and our subsidiaries� proper organization, good standing, qualifications, power to operate our and their
businesses and other similar corporate matters;

� our articles of incorporation, bylaws, charters and codes of conduct;

� our capitalization, including our outstanding common stock, stock options, stock appreciation rights and equity
plan;

� the accuracy and preparation of documents we have filed with the SEC since April 30, 2008;

� our SEC disclosure controls and procedures, and our internal control over financial reporting;

� our financial statements and accounting, including the presentation and preparation of our financial statements,
disclosure to our auditors of fraud and material weaknesses in accounting and material complaints with respect
to our accounting practices or our filings with respect to securities;

� the absence of certain adverse changes or events since January 31, 2011;

� title to our assets;

� our accounts receivables and certain information about our customers and our inventory;

� our property, including material items of equipment, owned real property, leased real property and
improvements;

� our intellectual property;

� certain specified types of contracts, including material contracts;

� the sale of our products and the performance of certain services;

� our liabilities;

� compliance with certain legal requirements;

� the absence of certain unlawful business practices;

� certain governmental authorizations necessary to conduct our business;

� grants, subsidies and incentives provided to us by governmental bodies;
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� tax matters;

� employee and labor matters and our benefit plans;

� environmental matters;

� our material insurance policies;

� certain transactions with our affiliates;

� certain pending and threatened legal proceedings as of the effective date of the merger agreement;

� our authority to enter into the merger agreement and perform our obligations thereunder;

� the inapplicability of certain anti-takeover statutes;

� the form and accuracy of statements in this proxy statement;

� our discussions with third parties relating to an acquisition proposal;
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� the vote required to approve the merger agreement;

� the fact that neither the merger agreement nor the consummation of the merger conflict with or will result in a
violation of our organizational documents, certain legal requirements, certain governmental authorizations, any
material contract or any other contract that could lead to a material adverse effect, and that neither the merger
agreement nor the consummation of the merger will result in the imposition of any encumbrance on any of our
assets or potentially cause the release of our source code from escrow to a third party;

� the fairness opinion received by the special committee; and

� our payment of fees to brokers, finders and investment bankers entitled to a fee with respect to the merger.

In the merger agreement, SCI and Merger Sub have made customary representations and warranties to us, including
representations relating to:

� their proper organization, good standing, qualifications, power and authority to enter into the merger agreement
and consummate the merger and the other transactions contemplated by the merger agreement, and other
similar corporate matters;

� the absence of conflicts between the merger agreement and the consummation of the merger and their
certificates or articles of incorporation, as applicable, and bylaws;

� governmental approvals;

� the absence of false or misleading statements with respect to information supplied by them for inclusion in this
proxy statement;

� the absence of legal proceedings;

� SCI�s ability to pay the merger consideration; and

� the payment of brokerage fees.

Certain representations and warranties made by us in the merger agreement provide exceptions for items that do not
constitute or are not reasonably likely to result in a �material adverse effect.� For purposes of the merger agreement, a
�material adverse effect� means an effect, change, claim, event or circumstance that, considered individually or together
with all other effects, changes, claims, events and circumstances, is or could reasonably be expected to be or to
become materially adverse to, or has or could reasonably be expected to have or result in a material adverse effect on
(a) our and our subsidiaries� business, financial condition, capitalization, assets (tangible or intangible), intellectual
property, liabilities (contingent or otherwise), operations or financial performance taken as a whole, or (b) our ability
to consummate the merger or any of the other transactions contemplated by the merger agreement or to perform any of
our covenants or obligations under the merger agreement (provided that it will be considered a material adverse effect
if we materially breach our covenant regarding expenditures prior to the closing of the merger); provided, however,
that none of the following will be deemed, either alone or in combination, to constitute, and none of the following will
be taken into account in determining whether there has been or would be, a material adverse effect: (x) any effect,
changes, claims, events or circumstances (i) generally affecting (A) the industry in which we primarily operate to the
extent they do not disproportionately affect the Company and its subsidiaries, taken as a whole, in relation to other
companies in the industries in which we and our subsidiaries primarily operate, or (B) the economy, or financial or
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capital markets, in the United States to the extent they do not disproportionately affect the Company and its
subsidiaries, taken as a whole, in relation to other companies in the industries in which we and our subsidiaries
primarily operate, (ii) arising out of, resulting from or attributable to (A) changes (after the effective date of the
merger agreement) in legal requirements or GAAP or in accounting or auditing standards, (B) the direct result of the
announcement or pendency of the merger agreement or the anticipated consummation of the merger on relationships,
contractual or otherwise, with employees, customers, suppliers, distributors or partners, (C) acts of war, sabotage or
terrorism, or any escalation or worsening of any such acts of war, sabotage or terrorism threatened or underway as of
the effective date of the merger
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agreement, or (D) any decline in the market price, or change in trading volume, of the capital stock of the Company or
any failure to meet projections or internal projections (it being understood that, without limiting the applicability of
the provisions contained in clause (i) or (ii) above, the cause or causes of any such decline, change or failure may be
deemed to constitute, in and of itself and themselves, a material adverse effect) or (y) the delivery by our auditors of a
going-concern opinion (it being understood that the cause or causes of the rendering of such going-concern opinion
may be deemed to constitute, in and of itself and themselves, a material adverse effect).

Conduct of Our Business Prior to the Merger

Affirmative Covenants.  We have agreed that, until the earlier of the effective time of the merger or the termination of
the merger agreement, except with the prior written consent of SCI, we and our subsidiaries will:

� conduct our business in the ordinary course of business in accordance with past practices and in compliance
with all applicable legal and material contractual requirements;

� use reasonable efforts to maintain and preserve intact our current business organization, keep available the
services of our current officers and other key employees and maintain our relations and goodwill with all of our
suppliers, customers, landlords, creditors, licensors, licensees, employees and other persons having material
business relationships with us;

� keep in full force all of our material insurance policies (other than any such policies that are immediately
replaced with substantially similar policies);

� provide all notices, assurances and support required by any of our contracts relating to our intellectual property
to ensure that no condition under such material contract occurs that could result in, or could increase the
likelihood of any release from escrow of any of our source code;

� notify SCI in writing of (i) any notice from any person or entity alleging that such person or entity�s consent is
or may be required in connection with any of the transactions contemplated by the merger agreement, and
(ii) any legal proceeding commenced, or, to our knowledge, threatened against, relating to, involving or
otherwise affecting us; and

� to the extent requested by SCI, cause our officers to report regularly to SCI concerning the status of our
business.

Negative Covenants.  We have agreed that, until the earlier of the effective time of the merger or the termination of the
merger agreement, except with the prior written consent of SCI, we and our subsidiaries will not, among other things:

� amend our articles of incorporation or bylaws or create any new subsidiaries;

� issue, sell, deliver or agree or commit to issue, sell or deliver (whether through the issuance or granting of
options, warrants, commitments, subscriptions, rights to purchase or otherwise) any of our securities, except for
shares of Company common stock issued pursuant to Company equity awards outstanding as of the effective
date of the merger agreement;

� directly or indirectly acquire, repurchase or redeem any of our securities except in connection with tax
withholdings and exercise price settlements upon the exercise of Company stock options or stock appreciation
rights;
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� split, combine, subdivide or reclassify any shares of our capital stock, or declare, set aside or pay any dividend
or other distribution (whether in cash, shares or property or any combination thereof) in respect of any shares
of our capital stock, or make any other actual, constructive or deemed distribution in respect of the shares of
our capital stock, except for our customary quarterly dividends;
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� propose or adopt a plan of complete or partial liquidation, dissolution, merger, consolidation, restructuring,
recapitalization or other reorganization, except for the merger and the other transactions contemplated by the
merger agreement;

� (i) redeem, prepay, defease, cancel, incur, create, assume or otherwise acquire or modify in any material
respect any long-term or short-term debt for borrowed monies or issue or sell any debt securities or calls,
options, warrants or other rights to acquire any debt securities or enter into any agreement having the economic
effect of any of the foregoing, (ii) assume, guarantee, endorse or otherwise become liable or responsible for the
obligations of any other individual or entity, (iii) subject to certain exceptions, make any loans, advances or
capital contributions to or investments in any other individual or entity, or (iv) subject to certain exceptions,
mortgage, pledge or otherwise encumber any of our assets;

� subject to certain exceptions, (i) enter into, adopt, amend (including acceleration of vesting), modify or
terminate certain benefits arrangements, (ii) increase the compensation payable to any member of the board of
directors, officer or employee, (iii) hire any new director or executive officer, (iv) grant or pay any severance
or termination pay to (or amend any such existing arrangement with) any current or former member of the
board of directors, officer, employee or independent contractor, except in the ordinary course of business with
respect to any employee or independent contractor, (v) increase benefits payable under any existing severance
or termination pay policies or similar employment agreements, (vi) amend, modify or terminate any Company
benefit plan or agreement in a manner that would increase the liability of the Company or any of its
subsidiaries, or (vii) accelerate the vesting or payment of, or fund or in any other way secure the payment,
compensation or benefits under, any of our plans to the extent not required by the terms of the merger
agreement or the terms of the applicable plan in effect on the date of the merger agreement;

� commence any legal proceeding or settle any pending or threatened legal proceeding;

� except as may be required as a result of a change in applicable law or in GAAP, make any material change in
any of our accounting methods, principles or practices used by it or change an annual accounting period;

� make or change any material tax election or take certain actions with respect to tax matters;

� acquire any other entity or any material equity interest therein, sell or otherwise dispose of, lease or license any
of our (or our subsidiaries�) properties or assets (other than software licensing in the ordinary course of
business), which are material to us and our subsidiaries taken as a whole, or acquire, lease or license any
material right or asset from others, or waive or relinquish any material right;

� acquire, lease or license any material right or other asset from any person (other than in the ordinary course of
business consistent with past practice, and other than commercial off-the-shelf software), or waive or
relinquish any material right;

� make any expenditures that deviate from the forecast provided to SCI in excess of $10,000 with respect to any
particular line item of such forecast, or aggregate expenditures that exceed such forecast by more than
$2,000,000 for the entire pre-closing period;

� make any changes or modifications to any investment or risk management policy or other similar policies
(including with respect to hedging), any cash management policy, or material changes or modifications to any
method of doing business (except for changes in product prices);
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� permit any insurance policy naming us (or any subsidiary) as a beneficiary or a loss payable payee to lapse, be
cancelled or expire unless a new policy with substantially identical coverage is in effect as of the date of lapse,
cancellation or expiration;

� enter into, or amend in any material respect, terminate or fail to renew, any material contract, any customer
energy services contract with revenues in excess of $10,000, or any contract pursuant to which we license or
grant any interest in intellectual property (other than pursuant to a contract materially similar to our standard
form);
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� change any of our product return policies, product maintenance polices, service policies, product modification,
upgrade policies, personnel policies or other business or investment policies in any material respect;

� subject to limited exceptions, enter into any material transaction with any of our affiliates (other than our
subsidiaries);

� abandon or permit to lapse any right to any material patent or patent application;

� enter into any material transaction or take any action outside the ordinary course or inconsistent with past
practices; or

� take any action that is intended or is reasonably likely to result in (i) the representations and warranties made
by us in the merger agreement (see �� Representations and Warranties�) becoming untrue such that the conditions
of the Merger (see �� Conditions to the Merger�) would not be satisfied, or (ii) a violation of the merger
agreement.

Limitation on Soliciting, Discussing or Negotiating Other Acquisition Proposals

We have agreed not to and to ensure that our subsidiaries do not, and not to permit any person that is a Company (or
any subsidiary) representative to, directly or indirectly:

� solicit, initiate, encourage, assist, induce or facilitate the making, submission or announcement of any
acquisition proposal or acquisition inquiry (including by approving any transaction, or approving any person
becoming an �interested shareholder,� for purposes of Section 14-2-1131 et seq of the GBCC) or take any other
action that could reasonably be expected to lead to an alternative acquisition proposal or acquisition inquiry;

� furnish or otherwise provide access to any information regarding the Company (or any subsidiary) to any
person in connection with or in response to an alternative acquisition proposal or acquisition inquiry;

� engage in discussions or negotiations with any person with respect to any alternative acquisition proposal or
acquisition inquiry, provided that the Company, the special committee and the board of directors of the
Company will not be prohibited from taking and disclosing to the Company�s shareholders a position with
respect to a tender or exchange offer by a third party pursuant to Rules 14d-9 and 14e-2 promulgated under the
Exchange Act; or

� resolve or publicly propose to take any of the actions referred to above.

Notwithstanding the foregoing, prior to the approval of the merger agreement by the required shareholder vote, we
may furnish non-public information regarding the Company (and our subsidiaries) to, and may enter into discussions
or negotiations with, any person in response to an unsolicited, bona fide, written alternative acquisition proposal that
is submitted to us by such person (and not withdrawn) if:

� neither the Company (or any subsidiary) nor any representative of the Company (or our subsidiaries) has
breached or taken any action inconsistent with any of these no-solicitation provisions or with the shareholder
meeting provisions in the merger agreement (as described below under �� Proxy Statement; Shareholders
Meeting�), the provisions in the confidentiality agreement between SCI and the Company, or the provisions in
any �standstill� or similar agreement under which the Company (or any of our subsidiaries) has any rights;
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� there has been no material breach of any support agreement (see �The Support Agreements�);

� the special committee or our board of directors reasonably determines in good faith, after having consulted
with an independent financial advisor of nationally recognized reputation and our outside legal counsel, that
such alternative acquisition proposal constitutes or is reasonably likely to result in a superior offer;
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� the special committee or our board of directors reasonably determines in good faith, after having consulted
with our outside legal counsel, that the failure to take such action would constitute a breach by our board of
directors of its fiduciary obligations to our shareholders under applicable Georgia law;

� at least two (2) business days prior to furnishing any such non-public information to, or entering into
discussions or negotiations with, such person, we:

� give SCI written notice of the identity of such person and of our intention to furnish non-public information
to, or enter into discussions or negotiations with, such person,

� receive from such person, and deliver to SCI a copy of, an executed confidentiality agreement containing
(i) customary limitations on the use and disclosure of all non-public written and oral information furnished to
such person by or on behalf of the Company (and our subsidiaries), and (ii) other provisions no less
favorable to the Company than the provisions of the confidentiality agreement between SCI and the
Company; and

� at least twenty-four (24) hours prior to furnishing any non-public information to such person, we furnish such
non-public information to SCI (to the extent such non-public information has not been previously furnished by
us to SCI).

If we (or any subsidiary) or any of our (or our subsidiaries�) representatives receives an alternative acquisition
proposal, acquisition inquiry or any request for non-public information, then we will promptly (and in no event later
than twenty-four (24) hours after receipt of such alternative acquisition proposal or acquisition inquiry):

� advise SCI in writing of such alternative acquisition proposal, acquisition inquiry or request (including the
identity of the person making or submitting such acquisition proposal, acquisition inquiry or request and the
material terms and conditions thereof); and

� provide SCI with copies of all documents and written communications (and written summaries of all oral
communications) received by us (or any subsidiary) or any of our (or our subsidiaries�) representatives setting
forth the terms and conditions of, or otherwise relating to, such alternative acquisition proposal or acquisition
inquiry.

We will keep SCI fully informed with respect to the status of any such acquisition proposal, acquisition inquiry or
request and any modification or proposed modification thereto, and will promptly, and in no event later than
twenty-four (24) hours after transmittal or receipt of any correspondence or communication, provide SCI with a copy
of any correspondence or written communication between us (or any subsidiary) or any of our (or our subsidiaries�)
representatives and the person that made or submitted such acquisition proposal, acquisition inquiry or request, or any
representative of such person.

We have agreed that we will not, and will ensure that each of our subsidiaries will not, release or permit the release of
any person from, or amend, waive or permit the amendment or waiver of any provision of, any confidentiality,
non-solicitation, no-hire, �standstill� or similar agreement or provision to which we or any of our subsidiaries is or
becomes a party or under which we or any of our subsidiaries has or acquires any rights (including the �standstill�
provision contained in any confidentiality agreement entered into by us pursuant to the no-solicitation provisions of
the merger agreement), and will use our best efforts to enforce or cause to be enforced each such agreement or
provision at the request of SCI.
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Promptly after the date of the merger agreement, we requested that each person that had entered into a confidentiality
agreement or similar agreement in connection with a possible acquisition proposal or investment in the Company (or
any subsidiary) return or destroy all confidential information previously furnished to such person by or on behalf of
the Company (or any subsidiary).

For the purposes of the merger agreement, an �acquisition proposal� means any offer or proposal (other than an offer or
proposal made or submitted by SCI or any of its subsidiaries) contemplating or otherwise relating to any �acquisition
transaction.� For purposes of the merger agreement, an �acquisition transaction� means any transaction or series of
transactions involving: (a) any merger, consolidation, amalgamation, share
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exchange, business combination, joint venture, issuance of securities, acquisition of securities, reorganization,
recapitalization, tender offer, exchange offer or other similar transaction: (i) in which we or any of our subsidiaries is a
constituent or participating corporation, (ii) in which a person or �group� (as defined in the Exchange Act and the rules
thereunder) of persons directly or indirectly acquires beneficial or record ownership of securities representing 15% or
more of the outstanding securities of any class (or instruments convertible into or exercisable or exchangeable for 15%
or more of any such class) of us or any of our subsidiaries, or (iii) in which we or any of our subsidiaries issues
securities representing 15% or more of the outstanding securities of any class of the Company or our subsidiaries,
(b) any sale, lease, exchange, transfer, license, sublicense, acquisition or disposition of any business or businesses or
assets that constitute or account for 15% or more of the consolidated net revenues, consolidated net income,
consolidated assets, or consolidated book value of the Company or our subsidiaries, or 15% or more of the market
value of the assets of the Company or our subsidiaries, or (c) any liquidation or dissolution of the Company or our
subsidiaries.

For the purposes of the merger agreement, a �superior offer� means an unsolicited, bona fide, written offer by a third
party to purchase, in exchange for consideration consisting exclusively of cash or publicly traded equity securities or a
combination thereof, all of the outstanding shares of Company common stock that: (i) was not obtained or made as a
direct or indirect result of a breach of or any action inconsistent with any of the no-solicitation or shareholder meeting
provisions in the merger agreement or any of the provisions in the confidentiality agreement with SCI or a breach of
any �standstill� or similar agreement or provision under which we (or any subsidiary) has any rights or obligations, and
(ii) contains terms and conditions that our board of directors determines in good faith, after consultation with an
independent financial advisor of nationally recognized reputation and our outside legal counsel, to be (A) more
favorable from a financial point of view to our shareholders than the terms of the merger, and (B) likely to be
consummated. An offer that would otherwise be a superior offer will not be deemed a superior offer if any financing
required to consummate the transaction contemplated thereby is not committed and is not reasonably capable of being
obtained by such third party, or if the consummation of such transaction is contingent on any such financing being
obtained.

Proxy Statement; Shareholders� Meeting

We agreed to file this proxy statement with the SEC as promptly as practicable, but no more than fifteen (15) business
days, following the effective date of the merger agreement, respond promptly to any comments made by the SEC with
respect to this proxy statement and cause this proxy statement, a form of proxy and other associated materials to be
mailed to our shareholders as promptly as practicable after the earlier of (i) receiving notice from the SEC that it is not
reviewing this proxy statement, or (ii) the conclusion of any SEC staff review. If any event occurs, or if we become
aware of any information, that must be disclosed in an amendment or supplement to this proxy statement, we have
agreed to promptly inform SCI thereof and promptly file an appropriate amendment or supplement to this proxy
statement with the SEC and, if appropriate, mail such amendment or supplement to our shareholders. Additionally,
SCI has agreed to promptly inform us if any event occurs, or if SCI becomes aware of any information, that must be
disclosed in an amendment or supplement to this proxy statement, and we have agreed to promptly file an appropriate
amendment or supplement with the SEC and, if appropriate, mail such amendment or supplement to our shareholders
in such case.

Pursuant to the merger agreement, we have agreed to take all action necessary under all applicable legal requirements
to call, give notice of and hold a meeting of our shareholders for the purpose of obtaining our shareholders� approval of
the merger agreement, to be held as promptly as practicable following the mailing of this proxy statement to our
shareholders.

Subject to certain limitations set forth below (see �� Board Recommendation�), the proxy statement is required to include
a statement to the effect that the special committee and our entire board of directors (i) have unanimously authorized
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unanimously directed that the merger agreement be submitted for approval by our shareholders at the special meeting
of shareholders; and (iii) unanimously recommend that our shareholders vote to approve the merger agreement.
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Our obligation to call, give notice of and hold the special meeting will not be limited or otherwise affected by the
making, commencement, disclosure, announcement or submission of any superior offer or other acquisition proposal
or by any withdrawal or change in the board of directors� recommendation (see �� Board Recommendation�). We have
agreed that unless the merger agreement is terminated in accordance with its terms, we will not submit any alternative
acquisition proposal to a vote of our shareholders and we will not, without SCI�s prior written consent, adjourn,
postpone or cancel (or propose to adjourn, postpone or cancel) the special meeting of shareholders, except to the
extent required to obtain the requisite shareholder approval.

Board Recommendation

The unanimous recommendation of our board of directors that our shareholders vote to approve the merger agreement
is referred to as the �Board Recommendation.�

We have agreed that our board of directors will not:

� subject to exceptions described below, withdraw or modify in a manner adverse to SCI or Merger Sub, or
permit the withdrawal or modification in any manner adverse to SCI or Merger Sub of, the Board
Recommendation (the Board Recommendation will be deemed to have been modified by our board of directors
in a manner adverse to SCI and Merger Sub if the Board Recommendation is no longer unanimous);

� recommend the approval, acceptance or adoption of, or approve, endorse, accept or adopt, any alternative
acquisition proposal;

� approve or recommend, or cause or permit the Company (or any subsidiary) to execute or enter into any letter
of intent, memorandum of understanding, agreement in principle, merger agreement, acquisition agreement,
option agreement, joint venture agreement, partnership agreement or similar document or contract constituting
or relating directly or indirectly to, or that could reasonably be expected to result in an alternative acquisition
transaction; or

� resolve, agree or publicly propose to, or permit the Company (or any subsidiary) or any representative of the
Company (or any subsidiary) to agree or publicly propose to, take any of the actions referred to in the
preceding three bullets.

Notwithstanding the first of the forgoing four (4) bulleted requirements, at any time prior to the approval of the
merger agreement by our shareholders, our board of directors may withdraw or modify the Board Recommendation if:
(i) an unsolicited, bona fide, written alternative acquisition proposal is made to us and is not withdrawn, (ii) such
acquisition proposal did not result directly or indirectly from a breach of or any action inconsistent with any of the
no-solicitation or shareholder meeting provisions in the merger agreement (as described above under �� Limitation on
Soliciting, Discussing or Negotiating Other Acquisition Proposals�) or any of the provisions in the confidentiality
agreement with SCI or from a breach of any �standstill� or similar agreement or provision under which we (or any
subsidiary) has any rights, or any voting agreement, (iii) we provide SCI with written notice, at least seventy-two
(72) hours before any meeting of our board of directors at which our board of directors will consider whether such
acquisition proposal is a superior offer, which notice must specify the date and time of such meeting, the reasons for
holding such meeting, the terms and conditions of the acquisition proposal that is the basis of the potential action by
the board of directors (including a copy of any draft contract relating to such acquisition proposal) and the identity of
the person making such acquisition proposal, (iv) our board of directors reasonably determines in good faith, after
having consulted with an independent financial advisor of nationally recognized reputation and our outside legal
counsel, that such acquisition proposal constitutes a superior offer, (v) our board of directors reasonably determines in
good faith, after having consulted with our outside legal counsel, that, in light of such superior offer, the failure to
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obligations to the our shareholders under applicable Georgia law, (vi) at least four (4) business days prior to
withdrawing or modifying the Board Recommendation our board of directors delivers to SCI a written notice with
certain required information regarding the acquisition proposal,
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(vii) throughout the period between the delivery of such notice and withdrawal or modification of the Board
Recommendation, we engage (to the extent requested by SCI) in good faith negotiations with SCI to amend the
merger agreement, and (viii) at the time of withdrawing or modifying the Board Recommendation, our board of
directors reasonably determines in good faith, after having consulted with an independent financial advisor of
nationally recognized reputation and our outside legal counsel, that a failure to make such withdrawal or modification
of its recommendation would constitute a breach by our board of directors of its fiduciary obligations to our
shareholders under applicable Georgia law in light of such superior offer (after taking into account any changes to the
terms of the merger agreement proposed by SCI as a result of such negotiations).

Under the merger agreement, any change in the form or amount of the consideration payable in connection with a
superior offer, and any other material change to any of the terms of a superior offer, will be deemed to be a new
superior offer (or other alternative acquisition proposal), requiring a new notice of a proposed change in the Board
Recommendation and a new advance notice period. However, the advance notice period applicable to any such change
to a superior offer will be three business days rather than four (4) business days. We have agreed to keep confidential,
and not to disclose to the public or to any person, any and all information regarding any negotiations that take place
(as described immediately above) (including the existence and terms of any proposal made on behalf of SCI or the
Company during such negotiations).

Employee Matters

Unless otherwise requested by SCI, we will take all actions necessary or appropriate to terminate any Company
benefit plan that contains a cash or deferred arrangement intended to qualify under section 401(k) of the Internal
Revenue Code of 1986, as amended, and will provide notice to SCI specifying certain facts with respect to such
termination.

Prior to the effective time of the merger, we (and our subsidiaries) may not communicate with employees of the
Company (or any subsidiary) regarding post-closing employment matters, including employee benefits and
compensation, without the prior approval of SCI.

We will make certain lump sum, cash severance payments to individuals pursuant to the merger agreement, some of
which are described in �The Merger � Interests of Company Directors and Executive Officers in the Merger.�

Regulatory Approvals

We and SCI have agreed to use our commercially reasonable efforts to file, as soon as reasonably practicable after the
date of the merger agreement, all notices, reports and other documents required to be filed by such party with any
government authority with respect to the merger and the other transactions contemplated by the merger agreement,
and to promptly submit any additional information requested by such government authority. We and SCI will respond
as promptly as practicable to any inquiries or requests received from any state attorney general, foreign antitrust or
competition authority or other government authority in connection with antitrust or competition matters.

We will not be required to make any filings under the Hart-Scott-Rodino Antitrust Improvements Act of 1976.

Public Statements

We have agreed to not, and to not permit any of our subsidiaries or any representative of the Company (or any
subsidiary) to, make any disclosure to any employee, to the public or otherwise regarding the merger or any of the
other transactions contemplated by the merger agreement or if an alternative acquisition proposal has been disclosed,
announced, commenced, submitted or made, regarding such acquisition proposal. However, such disclosure may be
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making any such disclosure, have provided SCI with reasonable advance notice of our intention to make such
disclosure and certain information regarding such disclosure.

Additional Agreements

We have agreed to use reasonable efforts to take, or to cooperate with SCI in taking, all actions necessary or advisable
to consummate the merger and the other transactions contemplated by the merger agreement, including (i) making all
filings (if any) and giving all notices (if any) required to be made and given in connection with the transactions,
(ii) using reasonable efforts to obtain all consents required to be obtained in connection with the merger, and
(iii) using reasonable efforts to lift any restraint, injunction or other legal bar to the transactions.

Shareholder Litigation

We have agreed to promptly notify SCI in writing of, and give SCI the opportunity to participate in the defense and
settlement of, any shareholder claim or litigation (including any class action or derivative litigation) against or
otherwise involving us and/or any of our directors or officers relating to the merger agreement and the merger and the
other transactions contemplated by the merger agreement. We have agreed not to compromise or settle any such claim
or litigation in full or in part without SCI�s prior written consent.

Access to Information

We have agreed, subject to certain exceptions and any applicable legal restrictions, to give SCI and its representatives
reasonable access upon reasonable notice to our representatives and assets and to all existing books, records, tax
returns, work papers and other documents and information relating to us and our subsidiaries. We have also agreed to
provide SCI and its representatives with copies of such documents and information and with such additional financial,
operating and other data as SCI and its representatives may reasonably requests.

We have agreed to allow SCI�s senior officers to meet with our chief financial officer and other officers responsible for
our financial statements and internal controls to discuss such matters as SCI may deem necessary or appropriate. We
have also agreed to provide SCI with reasonable access to our office building and land identified as the �gold property�
in order to permit SCI to cause an appraiser to conduct a valuation of such property.

Indemnification, Expense Advancement and Exculpation; Directors� and Officers� Insurance

The merger agreement provides that all rights to indemnification, advancement of expenses and exculpation from
liability for violations of fiduciary duties existing in favor of our current or former directors and officers as provided
in our articles of incorporation or bylaws for acts and omission occurring prior to the effective time of the merger will
survive the merger for a period of six (6) years following the effective time of the merger.

SCI or the surviving corporation is required to purchase a prepaid �tail� policy on the existing policy of directors� and
officers� insurance for the Company for a period of six years from the effective date of the merger. In no event will SCI
or the Company (after the merger) be required to pay aggregate premiums for insurance in excess of 200% of the
amount of the aggregate premiums paid by the Company for 2011 for such purpose.

Resignation of Officers and Directors

We have agreed to use reasonable efforts to obtain and deliver to SCI at or prior to the effective time of the merger the
resignation of each of our and our subsidiaries� officers and directors.
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Section 16 Matters

Prior to the effective time of the merger, we will take such reasonable steps as are required to dispose of or cause to be
disposed of our common stock, stock options and other derivative securities by each individual who is subject to the
reporting requirements of Section 16(a) of the Exchange Act.

Related Party Notes

Prior to the effective time of the merger, we will repay in full the principal amount due to certain related parties under
certain promissory notes and pay all accrued and unpaid interest thereon. As of July 27, 2011, the outstanding
principal amount of such promissory notes was $500,000.

Conditions to the Merger

The obligations of SCI and Merger Sub to complete the merger are subject to the satisfaction or waiver of the
following conditions:

� certain representations and warranties with respect to the issuance of our common stock, options, warrants and
other securities, and the status of our outstanding stock as duly authorized, validly issued, fully paid and
nonassessable, must have been true and correct in all material respects of the date of the merger agreement and
must be true and correct in all material respects as of the closing date as if made on the closing date;

� certain representations with respect to our capitalization, the authorization by the Company of the merger
agreement and its enforceability, the inapplicability of certain anti-takeover statutes, the required shareholder
vote to approve the merger, and certain matters related to Ladenburg�s fairness opinion and broker�s fees must
have been true and correct in all respects as of the date of the merger agreement, and must be true and correct
in all respects as of the closing date as if made on the closing date (or on an earlier specified date);

� each of the other representations and warranties of the Company contained in the merger agreement must be
true and correct in all respects as of the date of the merger agreement and on the closing date (or on an earlier
specified date, and disregarding any updates or modifications to our disclosure schedules), subject to a
qualification for any inaccuracies that individually or in aggregate do not have or could not reasonably be
expected to have a material adverse effect (which we refer to, together with the preceding two bullet points, as
the Company representations and warranties closing condition);

� we must comply with or perform in all material respects all of our covenants and obligations in the merger
agreement (which we refer to as the Company covenant closing condition);

� we must obtain approval of the merger agreement by the required shareholder vote, and holders of less than 5%
of in the aggregate of the shares of Company common stock entitled to vote thereon will have delivered to the
Company, before the vote is taken, a notice of dissent pursuant to Section 14-2-1321 of the GBCC;

� all consents required to be obtained in connection with the merger and other transactions contemplated by the
merger agreement will be obtained, except if failure to obtain such consent has not caused and could not
reasonably be expected to cause a material adverse effect;

� certain closing documents will be executed and delivered;

Edgar Filing: SERVIDYNE, INC. - Form DEFM14A

Table of Contents 135
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will have occurred or circumstances be existing that, in combination with other events or circumstances, could
reasonably be expected to have a material adverse effect;

� any government authorization or other consent required to be obtained under any applicable antitrust or
competition law will be obtained;
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� there will be no legal prohibitions or restraints against the merger making the consummation of the merger
illegal, seeking material damages or relief, seeking to materially prohibit SCI�s ability to take certain actions
with respect to the Company common stock, or that could materially and adversely affect SCI�s or the
Company�s ability to own the assets of the Company or operate the Company�s business after the merger;

� there will not be certain pending or threatened proceedings by a governmental authority relating to the merger;

� SCI will receive assurances that the Company has repaid all outstanding principal and interest due to lenders
under certain promissory notes with related parties;

� the Company will deliver to SCI final Phase I environmental site assessment reports with respect to its owned
real properties, certifying the absence of certain adverse environmental conditions;

� the Company will deliver to SCI title reports for its owned real properties evidencing title owned free and clear
of most encumbrances; and

� the Company�s deferred compensation plans and severance plan will be terminated and evidence of such
terminations will be delivered to SCI.

Our obligation to complete the merger is subject to the satisfaction or waiver of the following conditions:

� subject to certain exceptions, the representations and warranties of SCI and Merger Sub in the merger
agreement must be true and correct in all material respects as of the date of the merger agreement and as of the
closing date (or as of an earlier specified date) (which we refer to as the SCI representations and warranties
closing condition), subject to a qualification for inaccuracies that would not reasonably be expected to have a
material adverse effect on SCI�s ability to consummate the merger;

� SCI must comply with or perform in all material respects all of the obligations and covenants required to be
performed by or complied with by it under the merger agreement at or prior to the closing date (which we refer
to as the SCI covenant closing condition);

� we must obtain approval of the merger agreement by the required shareholder vote;

� we must receive a certificate executed by an officer of SCI confirming the satisfaction of certain conditions;

� any government authorization or other consent required to be obtained under any applicable antitrust or
competition law will be obtained; and

� there will be no legal prohibitions or restraints against the merger making the consummation of the merger
illegal (provided that the Company seeking to assert this condition must first, if applicable, take all actions
required under the merger agreement to have the restraint lifted).

Termination

The merger agreement may be terminated prior to the effective time of the merger (whether before or after the
approval of the merger agreement by the required shareholder vote):

� by mutual written consent of us and SCI;
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� by SCI or us if the merger has not been consummated by December 31, 2011; provided, however, that a party
will not be permitted to terminate the merger agreement for this reason if the failure to consummate the merger
by December 31, 2011 is attributable to a failure on the part of such party to perform any covenant or
obligation in the merger agreement required to be performed by such party at or prior to the effective time of
the merger;

� by SCI or us if a court of competent jurisdiction or other governmental body has issued a final and
nonappealable order, decree or ruling or has taken any other action having the effect of permanently
restraining, enjoining or otherwise prohibiting the merger; provided, however, a party will not be
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permitted to terminate the merger agreement for this reason if the issuance of such final and nonappealable
order, decree or ruling is attributable to a failure on the part of such party to perform any covenant or obligation
in the merger agreement required to be performed by such party at or prior to the effective time of the merger;

� by SCI or us if the special meeting of the shareholders (including any adjournments and postponements
thereof) has been held and completed and our shareholders have taken a final vote on a proposal to approve the
merger agreement and the merger agreement has not been approved at such special meeting (and has not been
approved at any adjournment or postponement thereof) by the required shareholder vote; provided, however, a
party will not be permitted to so terminate the merger agreement for this reason if the failure to have the
merger agreement approved by the required shareholder vote is attributable to a failure on the part of such
party to perform any covenant or obligation in the merger agreement required to be performed by such party at
or prior to the effective time of the merger (which we refer to as a No Vote Termination);

� by SCI (at any time prior to the approval of the merger agreement by the required shareholder vote) if a
�triggering event� has occurred (which we refer to as a Triggering Event Termination);

� by SCI if (i) any of our representations or warranties contained in the merger agreement are inaccurate as of the
date of the merger agreement, or become inaccurate as of a date subsequent to the date of the merger
agreement (as if made on such subsequent date) such that, in each case, the Company representations and
warranties closing condition (see �� Conditions to the Merger�) would not be satisfied (disregarding any
materiality qualifiers to such representations and warranties or any updates or purported updates to the
Company�s disclosure schedules), (ii) any of our covenants or obligations contained in the merger agreement
have been breached such that the Company covenant closing condition (see �� Conditions to the Merger�) would
not be satisfied, or (iii) a material adverse effect has occurred following the date of the merger agreement. For
purposes of clauses (i) and (ii) above, if an inaccuracy in any of our representations or warranties as of a date
subsequent to the date of the merger agreement or a breach of a covenant or obligation by us is curable by us
within fifteen (15) days after the date of the occurrence of such inaccuracy or breach and we are continuing to
exercise commercially reasonable efforts to cure such inaccuracy or breach, then SCI may not terminate the
merger agreement on account of such inaccuracy or breach (A) for a period of fifteen (15) days commencing
on the date that SCI gives us notice of such inaccuracy or breach, or (B) if such inaccuracy or breach has been
fully cured during such fifteen (15) day period in a manner that does not result in a breach of any covenant or
obligation of the Company; or

� by us if: (i) any of SCI�s representations or warranties contained in the merger agreement are inaccurate as of
the date of the merger agreement or become inaccurate as of a date subsequent to the date of the merger
agreement (as if made on such subsequent date) such that the SCI representations and warranties closing
condition would not be satisfied (disregarding any materiality qualifiers to such representations and warranties)
(see �� Conditions to the Merger�), or (ii) any of SCI�s covenants or obligations contained in the merger agreement
have been breached such that the SCI covenant closing condition (see �� Conditions to the Merger�) would not be
satisfied. If an inaccuracy in any of SCI�s representations or warranties as of the date of the merger agreement
or a breach of a covenant or obligation by SCI is curable by SCI within fifteen (15) days after the date of the
occurrence of such inaccuracy or breach and SCI is continuing to exercise commercially reasonable efforts to
cure such inaccuracy or breach, then we may not terminate the merger agreement on account of such
inaccuracy or breach (A) for a period of fifteen (15) days commencing on the date that we give SCI notice of
such inaccuracy or breach, or (B) if such inaccuracy or breach has been fully cured during such fifteen (15) day
period in a manner that does not result in a breach of any covenant or obligation of SCI.

For the purposes of the merger agreement, a �triggering event� will be deemed to have occurred if: (i) our board of
directors has withdrawn, modified or otherwise failed to give its Board Recommendation, (ii) we have failed to
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Board Recommendation be reaffirmed publicly, (iv) if our board of directors has approved, endorsed or recommended
any acquisition proposal, (v) if the Company has executed any letter of intent, memorandum of understanding or
similar document or any contract relating to any acquisition proposal, (vi) a tender or exchange offer relating to shares
of Company common stock has been commenced and we have not sent to our securityholders, within ten
(10) business days after the commencement of such tender or exchange offer, a statement disclosing that we
recommend rejection of such tender or exchange offer, (vii) an acquisition proposal has been publicly announced, and
we have failed to issue a press release announcing our opposition to such acquisition proposal within five (5) business
days after such acquisition proposal is publicly announced, or (viii) we (or any subsidiary) or any of our (or our
subsidiaries�) representatives have breached or taken any action inconsistent with any of the provisions described under
�� Limitation on Soliciting, Discussing or Negotiating Other Acquisition Proposals.�

Notwithstanding the forgoing, we may not terminate the merger agreement unless any fee required to be paid and any
expense payment required to be made by us and described in �� Expenses; Termination Fees� at or prior to the time of
such termination have been paid and made in full.

Effect of Termination

If the merger agreement is terminated by either us or SCI in accordance with its terms, the merger agreement will be
of no further force or effect. However, the provisions relating to termination and termination fees and other
miscellaneous provisions of the merger agreement will remain in full force and effect, and certain provisions of the
confidentiality agreement between us and SCI will survive the termination of the merger agreement and will remain in
full force and effect in accordance with their terms. The termination of the merger agreement will not relieve any party
from any liability for any breach of any covenant or obligation contained in the merger agreement or any intentional
breach of any representation or warranty contained in the merger agreement.

Expenses; Termination Fees

All fees and expenses incurred in connection with the merger agreement and the transactions contemplated by the
merger agreement will be paid by the party incurring such fees and expenses, whether or not the merger is
consummated, provided, however, if the merger agreement is terminated:

� by SCI or us pursuant to a No Vote Termination (as described under �� Termination�), then we will make a cash
payment to SCI (which we refer to as the Expense Payment), equal to the lesser of $450,000 or the aggregate
amount of all fees, costs and other expenses that SCI has incurred in connection with or in anticipation of the
contemplated transactions;

� by SCI pursuant to a Triggering Event Termination (as described under �� Termination�), then we will pay to SCI
a non-refundable fee in the amount of $460,000 in cash, within two (2) business days of such termination; or

� by SCI or us pursuant a No Vote Termination (as described under �� Termination�), and on or prior to twelve
(12) months after the date of such termination, either an acquisition transaction is consummated or a definitive
agreement relating to an acquisition transaction is entered into, then we will pay to SCI a non-refundable fee in
the amount of $460,000 in cash, on or prior to the earlier of the date of consummation of such acquisition
transaction or the date of execution of such definitive agreement, in addition to the Expense Payment. For
purposes of this provision, all references to �15%� in the definition of �acquisition transaction� in the merger
agreement will be deemed to refer instead to �50%.�

If we fail to pay when due any expense or termination fee payable under the merger agreement, then (i) we will
reimburse SCI for all costs and expenses incurred in connection with the collection of such overdue amount and
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Remedies

We have agreed that in the event of any breach or threatened breach by us of any covenant or obligation contained in
the merger agreement, SCI will be entitled to seek, without proof of actual damages (and in addition to any other
remedy to which SCI may be entitled at law or in equity) (i) a decree or order of specific performance to enforce the
observance and performance of such covenant or obligation, and (ii) an injunction restraining such breach or
threatened breach. This includes, without limiting the generality of the preceding sentence, that (i) SCI will be entitled
to specific performance of each of our covenants and obligations in the merger agreement, including our obligation to
consummate the merger, our obligation not to solicit alternative acquisition proposals, and our covenants with respect
to the special meeting, and (ii) if, as a result of a breach by us of any covenant or obligation contained in the merger
agreement or a breach of any support agreement, our shareholders do not adopt or approve the merger agreement and
approve the merger and the other transactions contemplated by the merger agreement, SCI may require us to resubmit
the merger agreement and the merger to our shareholders.

Amendment

The merger agreement may be amended with the approval of the special committee and our board of directors and the
board of directors of SCI. However, after the approval of the merger agreement by our shareholders, any amendment
will require the approval of our shareholders if such approval is required by law.
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The Support Agreements

The following description sets forth the material provisions of the support agreements but does not purport to describe
all of the terms of the support agreements. The full text of the support agreements is attached to this proxy statement
as Annexes B and C. You are urged to read the support agreements in their entirety.

As a condition of, and an inducement to, SCI entering into the merger agreement, concurrent with the execution of the
merger agreement, certain of our shareholders, which as of July 20, 2011 held approximately 56% of the outstanding
shares of Company common stock, including our Chairman and Chief Executive Officer and our Executive Vice
President and certain of their family members and affiliated entities, entered into support agreements with SCI.

Each shareholder party to a support agreement has agreed, during the term of the agreement, at any meeting of the
shareholders of the Company, however called, and in any action by written consent of shareholders of the Company,
unless otherwise directed in writing by SCI, to cause all equity securities of the Company owned beneficially or of
record by such shareholder including any such securities acquired after the date of the voting and support agreement
(which securities we refer to as the subject securities) to be voted:

� in favor of (i) the merger, the execution and delivery by the Company of the merger agreement and the
approval of the merger agreement and the terms thereof, (ii) each of the other transactions contemplated by the
merger agreement, and (iii) any action in furtherance of the foregoing;

� against any action or agreement that would result in a breach of any representation, warranty, covenant or
obligation of the Company in the merger agreement; and

� against the following actions (other than the merger and the transactions contemplated by the merger
agreement): (i) any extraordinary corporate transaction, such as a merger, consolidation or other business
combination involving the Company (or any subsidiary), (ii) any sale, lease, sublease, license, sublicense or
transfer of a material portion of the rights or other assets of the Company (or any subsidiary), (iii) any
reorganization, recapitalization, dissolution or liquidation of the Company (or any subsidiary), (iv) any change
in a majority of the board of directors of the Company, (v) any amendment to the Company�s certificate of
incorporation or bylaws, (vi) any material change in the capitalization of the Company or the Company�s
corporate structure, and (vii) any other action which is intended, or could reasonably be expected, to impede,
interfere with, delay, postpone, discourage or adversely affect the merger, any of the transactions contemplated
by the merger agreement or any of the actions contemplated by the support agreement.

Under the terms of the support agreements, certain of our shareholders, which as of July 20, 2011 held approximately
28% of the outstanding shares of Company common stock, including our Chairman and Chief Executive Officer and
our Executive Vice President and certain of their family members and affiliated entities, irrevocably appointed SCI
and certain of SCI�s representatives as its proxy to vote in the manner described above all shares of our outstanding
common stock held by that shareholder as of the record date.

Under the terms of support agreements, certain other of our other shareholders, which as of July 20, 2011 held
approximately 27% of the outstanding shares of Company common stock, appointed SCI and certain of SCI�s
representatives as its proxy to vote in the manner described above all shares of our outstanding common stock held by
that shareholder as of the record date; provided, however, these support agreements, and the related proxies, terminate
upon the withdrawal or modification of the recommendation of our board of directors to the shareholders to approve
the merger agreement, which would then allow the holders of these shares to vote in their discretion.
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� deposit any of the subject securities into a voting trust, tender or enter into any tender, voting or other such
agreement, or grant a proxy or power of attorney, with respect to any of the subject securities that is
inconsistent with the voting and support agreement.

Each shareholder has also agreed that, during the term of the support agreement, such shareholder will not directly or
indirectly, and will ensure that each of such shareholder�s representatives and affiliates does not directly or indirectly:

� solicit, initiate or knowingly encourage, assist, induce or facilitate the making, submission or announcement of
any alternative acquisition proposal or acquisition inquiry or take any action that could reasonably be expected
to lead to an alternative acquisition proposal or acquisition inquiry;

� furnish or otherwise provide access to any information regarding the Company (or any subsidiary) to any
person in connection with or in response to an alternative acquisition proposal or acquisition inquiry;

� engage in discussions or negotiations with any person with respect to any alternative acquisition proposal or
acquisition inquiry;

� subject to certain exceptions, make any disclosure or communication to any person of or with respect to the
merger or any alternative acquisition proposal or acquisition inquiry;

� support, endorse, approve, adopt or accept any alternative acquisition proposal, or enter into any letter of intent,
memorandum of understanding, agreement in principle or contract constituting or relating directly or indirectly
to any alternative acquisition proposal or acquisition transaction;

� take any action that could result in the revocation or invalidation of the proxy or that is reasonably determined
by SCI to suggest that the shareholder no longer supports the merger; or

� agree or publicly propose to take any such actions.

Under the terms of the support agreements, each shareholder agrees not to exercise any dissenters� or other similar
rights that such shareholder may have in connection with the merger.

The obligations of certain of the shareholders under the support agreements, which as of July 20, 2011 held
approximately 28% of the outstanding shares of Company common stock, including our Chairman and Chief
Executive Officer and our Executive Vice President and their affiliates, continue until the earlier of (i) the date upon
which the merger agreement is validly terminated, or (ii) the date upon which the merger becomes effective.

The obligations of certain of our other shareholders, which as of July 20, 2011 held approximately 27% of the
outstanding shares of Company common stock, continue until the earlier of (i) the date upon which the merger
agreement is validly terminated, (ii) the date upon which the merger becomes effective, or (iii) the date upon which
the board of directors withdrawals or modifies its recommendation to the shareholders to approve the merger
agreement (see �The Merger Agreement � Board Recommendation�). As a result, if the board of directors withdraws or
modifies its recommendation to approve the merger agreement in the manner permitted under the merger agreement,
then these shareholders will be released from their voting agreements and may vote in their discretion.

Each such shareholder made to SCI and SCI made to each shareholder, certain customary representations and
warranties.
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Proposal 2 � Advisory Vote on Compensation

The Advisory Vote on Compensation

Recently adopted Section 14A of the Exchange Act requires that the Company provide its shareholders with the
opportunity to vote to approve, on an advisory (non-binding) basis, the merger-related compensation arrangements for
the Company�s named executive officers, as disclosed in the section entitled �The Merger � Interests of Company
Directors and Executive Officers in the Merger � Merger-Related Compensation,� beginning on page 41.

Our board of directors encourages you to review carefully the named executive officer merger-related compensation
information disclosed in this proxy statement, and to cast a vote either to approve or disapprove, on an advisory basis,
the compensation that may be paid or become payable to the Company�s named executive officers in connection with
the merger, through the following resolution:

�RESOLVED, that the shareholders of the Company approve, on an advisory (non-binding) basis, the compensation to
be paid by the Company to its named executive officers, that is based on, or otherwise relates to, its proposed
acquisition by Scientific Conservation, Inc., as disclosed pursuant to Item 402(t) of Regulation S-K in the table set
forth in the section of the proxy statement for the merger entitled �The Merger � Interests of Company Directors and
Executive Officers in the Merger � Merger-Related Compensation,� and in the related notes and narrative disclosure.�

The advisory vote on the merger-related compensation for the Company�s named executive officers is a vote separate
and apart from the vote to approve the merger agreement. Accordingly, you may vote for adoption of the resolution to
approve, on an advisory basis, the merger-related compensation for the Company�s named executive officers and vote
not to approve the merger agreement or vice versa. Approval of this proposal is not a condition to completion of the
merger, and the vote with respect to this proposal is advisory only. Because the vote is advisory only, it will not be
binding on either the Company or SCI.

Vote Required and Board Recommendation

The affirmative vote of the holders of a majority of the shares present in person or by proxy at the special meeting and
entitled to vote thereon, provided there is a quorum, is required for approval of this proposal on an advisory
(non-binding) basis.

Abstentions and broker non-votes will be counted as present for the purpose of determining the presence of a quorum
and abstentions will have the same effect as a vote against the proposal. Broker non-votes will have no effect in
determining whether or not the proposal is approved.

The large majority of the payments being made to executive officers that will no longer be employed by the Company
as a result of the merger consist of payments that are provided for under the preexisting terms of the Company�s 1993
Salaried Employees Severance Plan. Other merger related payments � such as the distribution of retirement plan
accounts and the repayment of insider loans � are being made pursuant to preexisting contractual obligations of the
Company. In addition, many of the benefits have not been specially developed for executive officers, but are
applicable generally to Company employees � including severance pursuant to the terms of the Company�s 1993
Salaried Employees Severance Plan, the acceleration and �cash out� of in-the-money stock appreciation rights, and the
distribution of retirement plan accounts and deferred compensation accounts.
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The Board of Directors believes that the remaining merger-related payments, including the miscellaneous separation
expenses being reimbursed to the executive officers that would be departing service with the Company as a result of
the merger, are both customary and modest in amount, particularly given the long tenure of the departing executives
with the Company, both of whom have served the Company for nearly 27 years. Accordingly, the board of directors
recommends that shareholders vote �FOR� adoption of the resolution to approve, on an advisory (non-binding)
basis, the merger-related compensation for the Company�s named executive officers.
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Proposal 3 � Authority to Adjourn the Special Meeting

The Adjournment Proposal

If at the special meeting of shareholders, the number of shares of Company common stock represented and voting in
favor of approval of the merger agreement is insufficient to adopt that proposal under the GBCC, we may move to
adjourn the special meeting in order to enable our board of directors to solicit additional proxies in respect of such
proposal. In that event, we will ask our shareholders to vote only upon the adjournment proposal, and not the proposal
regarding the approval of the merger agreement or the proposal to approve, on an advisory basis, the merger-related
compensation for the Company�s named executive officers.

In this proposal, we are asking you to authorize the holder of any proxy solicited by our board of directors to vote in
favor of granting discretionary authority to the proxy or attorney-in-fact to adjourn the special meeting to another time
and place for the purpose of soliciting additional proxies. If the shareholders approve the adjournment proposal, we
could adjourn the special meeting and any adjourned session of the special meeting and use the additional time to
solicit additional proxies, including the solicitation of proxies from shareholders that have previously voted. Among
other things, approval of the adjournment proposal could mean that, even if we had received proxies representing a
sufficient number of votes against the approval of the merger agreement to defeat that proposal, we could adjourn the
special meeting without a vote on the merger agreement and seek to convince the holders of those shares to change
their votes to votes in favor of approval of the merger agreement.

Failure for this proposal to pass will not affect the ability of the holder of any proxy solicited by us to adjourn the
special meeting in the event insufficient shares of Company common stock are represented to establish a quorum, or
for any other lawful purpose.

Vote Required and Board Recommendation

Approval of the proposal to adjourn the special meeting for the purpose of soliciting proxies, if necessary or
appropriate, requires the affirmative vote of the holders of a majority of the shares present in person or by proxy at the
special meeting and entitled to vote thereon, whether or not a quorum is present.

Abstentions and broker non-votes will be counted as present for the purpose of determining the presence of a quorum
and abstentions will have the same effect as a vote against the proposal. Broker non-votes will have no effect in
determining whether or not the proposal is approved.

For the reasons set forth in this proxy statement, the board of directors recommends that the Company�s
shareholders vote �FOR� the proposal to adjourn the special meeting, if necessary or appropriate, to solicit
additional proxies.
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Security Ownership of Management and Certain Beneficial Owners

The following table sets forth the beneficial ownership (adjusted for stock dividends), as of July 20, 2011, of the
Company common stock by: (1) persons (as that term is defined by the SEC) who beneficially own more than five
percent (5%) of the outstanding shares of such stock; (2) directors; (3) the named executive officers of the Company;
and (4) all named executive officers and directors of the Company as a group. The following percentages of
outstanding shares total more than one hundred percent (100%), because they are based on SEC beneficial ownership
rules, the application of which can result in the same shares being owned beneficially by more than one (1) person.
Unless otherwise stated below, the address of each listed holder is 1945 The Exchange, Suite 300, Atlanta, Georgia
30339-2029.

Shares Beneficially Owned
Name Number Percentage

David L. Abrams 865,850(1)(2) 23.56%
Alan R. Abrams 783,500(3)(4)(5)(6) 20.60%
Kandu Partners L.P. 707,561(2) 19.25%
Post Office Box 53407
Atlanta, Georgia 30355
J. Andrew Abrams 684,563(3)(4)(7) 18.51%
Abrams Partners, L.P. 577,500(3)(4) 15.71%
7525 Princeton Trace
Atlanta, Georgia 30328
Ann U. Abrams 305,567(4) 8.31%
2828 Peachtree Road, Apt. 2901
Atlanta, Georgia 30305
Tamalpais Master Fund, Ltd. 198,549(8) 5.40%
Clifton House, 75 Fort Street
P.O. Box 190 GT, Georgetown
Grand Cayman, Cayman Islands
M. Todd Jarvis 73,929(9) 1.98%
Samuel E. Allen 23,121(10)(11) *
Gilbert L. Danielson 22,705(10) *
Herschel Kahn 3,300(12) *
Robert T. McWhinney, Jr. 16,149(10)(13) *
All Executive Officers and Directors as a group (8 persons) 1,060,204 26.88%

* Indicates less than 1%.

(1) Includes 707,561 shares (19.25% of outstanding shares) owned by Kandu Partners, L.P., which David L. Abrams
beneficially owns due to his management of the general partner of the partnership.

(2) This shareholder has entered into a support agreement with SCI to vote in favor of the merger, subject to
termination if the Company�s board changes its recommendation to the shareholders to approve the merger. See
�The Support Agreements� beginning on page 69.
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(3) Includes 577,500 shares (15.71% of the outstanding shares) owned by Abrams Partners, L.P., which Alan R.
Abrams and J. Andrew Abrams each beneficially own due to their joint control of the general partner of such
partnership.

(4) This shareholder has entered into a support agreement with SCI to vote in favor of the merger. See �The Support
Agreements� beginning on page 69.

(5) Includes 115 shares owned by Mr. Alan R. Abrams� wife.

(6) Includes currently exercisable options to purchase 127,958 shares of Company common stock.

(7) Includes currently exercisable options to purchase 22,958 shares of Company common stock.
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(8) Based on Schedule 13D (adjusted for stock dividends) filed on May 19, 2008, by Tamalpais Master Fund, Ltd.
and its investment manager, Tamalpais Management Group LP, whose principal executive office is located at
600 California Street, Suite 540, San Francisco, California 94108.

(9) Includes currently exercisable options to purchase 54,285 shares of Company common stock.

(10) Includes currently exercisable options to purchase 11,550 shares of Company common stock.

(11) Includes 1,719 shares owned by Mr. Allen�s children for the benefit of his grandchildren.

(12) Includes 2,250 shares owned jointly with Mr. Kahn�s daughter.

(13) Includes 1,155 shares owned jointly with Mr. McWhinney�s wife.

Shareholder Proposals for 2011 Annual Meeting

We will hold an annual meeting of shareholders in 2011 only in the event that the merger is not completed. Proposals
of Company shareholders intended to be presented at the Company�s 2011 annual meeting in accordance with the
provisions of Rule 14a-8(e) of the Exchange Act, and shareholder nominations proposed for inclusion in the
Company�s proxy statement and form of proxy for that meeting, must have been received by the Company at its
executive offices on or before March 29, 2011, in order to be eligible for inclusion in the proxy statement and form of
proxy. In accordance with the Company�s bylaws, shareholder proposals submitted outside of the provisions of
Rule 14a-8(e), and shareholder nominations not intended for inclusion in the Company�s proxy statement and form of
proxy for a meeting of shareholders, generally must be presented to the Corporate Secretary not less than sixty
(60) days nor more than ninety (90) days prior to such meeting. The bylaws of the Company further require that, in
connection with such proposals, the shareholders provide certain information to the Corporate Secretary. Proxies
solicited by the board of directors will confer discretionary voting authority with respect to those proposals, subject to
SEC rules governing the exercise of this authority.

Other Matters

As of the date of this proxy statement, the board of directors knows of no matters that will be presented for
consideration at the special meeting other than as described in this proxy statement.

Where You Can Find More Information

We file annual, quarterly, and special reports, proxy statements, and other information with the SEC. You may read
and copy any reports, statements, or other information that we file with the SEC at SEC�s public reference room at the
following location:

Public Reference Room
100 F Street, N.E.

Washington, D.C. 20549

Please call the SEC at 1-800-SEC-0330 for further information on the public reference room. These SEC filings are
also available to the public from commercial document retrieval services and at the Internet World Wide Web site
maintained by the SEC at �http://www.sec.gov.�
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You may also obtain any of the documents we file with the SEC, without charge, by requesting them in writing or by
telephone from us at the following address:

Servidyne, Inc.
Attn: Corporate Secretary
1945 The Exchange

Suite 300
Atlanta, Georgia 30339-2029

(770) 953-0304
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If you have any questions about this proxy statement, the special meeting or the merger or need assistance with voting
procedures, you should contact us at the address or telephone number set forth above.

If you request any documents from us, we will mail them to you by first class mail, or another equally prompt method,
within one (1) business day after we receive your request.

The Company has supplied all information in this proxy statement relating to the Company, and SCI has supplied all
information contained in this proxy statement relating to SCI and Merger Sub.

You should not send in your Company stock certificates until you receive the transmittal materials from the paying
agent.

You should rely only on the information contained in this proxy statement and the annexes hereto. We have not
authorized anyone to provide you with information that is different from what is contained in this proxy statement.
This proxy statement is dated July 29, 2011. You should not assume that the information contained in this proxy
statement is accurate as of any date other than that date (or as of an earlier date if so indicated in this proxy statement).
Neither the mailing of this proxy statement to shareholders nor the issuance of cash in the merger creates any
implication to the contrary. This proxy statement does not constitute a solicitation of a proxy in any jurisdiction
where, or to or from any person to whom, it is unlawful to make a proxy solicitation.
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Annex A

AGREEMENT AND PLAN OF MERGER
among:

Scientific Conservation, Inc.,
a Delaware corporation;
Scrabble Acquisition, Inc.,
a Georgia corporation; and

Servidyne, Inc.,
a Georgia corporation

Dated as of June 26, 2011
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