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CMM Webinar Series

> Raising Capital for Strategic M&A

» Sources of Capital for Acquisition Financing

» Using Seller Financing & Earn-outs to Bridge the Gap

» Funding Buyouts with Mezzanine Capital
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Today’'s Agenda

—{ Introduction

Good Time to Buy?

Trends in Acquisition Financing

—| Case Study

Observations & Recommendations

Q&A
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Investment Bankers Since 1987

~ Carter Morse &Mathms

A regional financial advisory firm specializing in:

» Buy-side advisory » Arranging equity & mezzanine capital
» Business sales & divestitures » Senior debt financing
» Valuation services » Financial & strategic advisory services

350+ clients, $1+ billion of transactions
Building shareholder value
Closely-held entrepreneurial companies

$10 million to $100 million
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Good Time To Buy?




Poll #1: Why Buy Now?

What are the major factors that would lead you to make an acquisition?

a) Valuations are attractive

b)  Strategic benefits from acquisitions

c) Internal growth is limited

d)  Strong balance sheet

e) Competition weakened and willing to sell
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Now Is A Good Time to Buy!

Potential targets with high strategic value may need to sell

Less competition from financial buyers

Reduced valuations

Improved deal terms
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Weakened Competition
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Strategic Buyers Dominating M&A
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Source: Capital 1Q, “Monthly Market Observations”
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Valuations Are Down
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* Transactions between $10 and $250 million with EV/EBITDA multiples < 15x; (excludes technology,
media and telecom). Source: W.Y. Campbell & Co.
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Better Deal Terms for Buyers

» LOlI to Closing

More onerous buyer due diligence

Longer “no-shop” provisions to arrange financing
Wider buyer financing contingencies

Increase in break-up fees

Broader material adverse change (MAC) clauses

» Post-Closing

Asset purchases instead of equity deals
Larger escrows for reps & warranties

Availability of seller financing
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Trends in Acquisition Financing




Market Snapshot

Fewer lenders
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| Certain sectors redlined

1 Refinancing risk from debt overhand
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