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The information herein has been provided by
CliftonLarsonAllen LLP for general information purposes
only. The presentation and related materials, if any, do not
implicate any client, advisory, fiduciary, or professional
relationship between you and CliftonLarsonAllen LLP and
neither CliftonLarsonAllen LLP nor any other person or
entity is, in connection with the presentation and/or
materials, engaged in rendering auditing, accounting, tax,
legal, medical, investment, advisory, consulting, or any
other professional service or advice. Neither the
presentation nor the materials, if any, should be considered
a substitute for your independent investigation and your
sound technical business judgment. You or your entity, if
applicable, should consult with a professional advisor
familiar with your particular factual situation for advice or
service concerning any specific matters.
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CliftonLarsonAllen LLP is not licensed to practice law, nor
does it practice law. The presentation and materials, if any,
are for general guidance purposes and not a substitute for
compliance obligations. The presentation and/or materials
may not be applicable to, or suitable for, your specific
circumstances or needs, and may require consultation with
counsel, consultants, or advisors if any action is to be
contemplated. You should contact your CliftonLarsonAllen
LLP or other professional prior to taking any action based
upon the information in the presentation or materials
provided. CliftonLarsonAllen LLP assumes no obligation to
inform you of any changes in laws or other factors that
could affect the information contained herein.



Historical transition
success rates are in
the range of only 20 to
30% nationally — the
alternative being a
business shut down.

Source: Exit Planning Institute 2023
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60% of owners

do not
understand
their transition
options
80% do not 80% of an
have a owner’s wealth

transition
advisory board

is typicallyin
the business

Why Transition
Readinessis
important

50% of business
49% have done transitionsin

no planning the US are
involuntary

30% of owners
do not havea
transition plan

75% of business owners
regret their decision
to sell one year after.
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What are the Typical Transition

Challenges or Issues Owners
Face?




Common Readiness Challenges

Loss of identity

Lack of support

Income needs post transition/wealth gap

Financial plan includes an overstated business
value

No goals post-transition
No passions outside of the business
No contingency plans

Lack of alignment with shareholders or family
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Financial plan not aligned with personal plan

Inadequate tax planning

No net proceeds analysis

Complications with generational transitions



Start by Defining Your Goals
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Polling Question

What is the top priority for you in transition planning?

Taking care of your employees

Continuing the company’s legacy (mission /values
/culture)

Maximizing your return

Keeping it in the family
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Valueis about more than just numbers.

Workforce
Development
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The Value Triangle

Leadership
and People

Engine
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Strategic
Growth
Engine

Execution
Engine
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Organizational Sustainability

A

Growing each of the four
“engines” in balance while also
reducing owner dependence
leads to enterprise value,
organizational sustainability,
and options for succession.
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Growing value and sustainability in manufacturing

Take an honest assessment of
where you stand today

Understand where you are going
and why

Consistency is key

Challenge growth / pricing
strategies
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What drives value/riskin the eyes of a buyer?

How will different types of buyers view your business?

Results are historical; valuation is prospective

Buyer’s need to service debt during peaks and valleys

Understand the difference between pricing and
managing profitability
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M&A Market Observations

M&A Activity Facing Headwinds, But Has Proven Resilient HighYield — Average New Issue Yield

$4.0

North American M&A continued to retreat from unprecedented 2021
levelsin thefirst quarter of 2023, falling backin line with pre-COVID
figures interms of value and volume

High interest rates lowered equity valuations and increased cost of debt

Lower middle-market (510—$250 millionin total enterprise value)
valuations have juststarted toretreat fromthe record highs of 7.7x
EBITDA on average, to6.6x as of Q1 2023 (GF Data)

Markets have rallied in 2023 as there is optimismin the Fed slowing rate
hikes
— Fed anticipates making two more rate hikes by year end

Founder-owned, B2B companies are “highly prized and prospected”
(Pitchbook)

Q1 2023 M&A Activity on Par With Pre-Pandemic Levels

(S in Trillions) North American M&A
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Private Equity Dry Powder

(S in billions)

= Dry powderis the amount of capital that has been committed

S1,000
to a private equityfund byinvestors but has yetto be 5500
allocated to a spedificinvestment S800 [
— Dry powder for private equity has dropped roughly 13% 700 u zbz
from record levels in 2020 of nearly $890 billion to just over 0 }02
$775 billionas of December 2022 §500 02
SA00 Overhang by 901
— Private equity has spent down their funds much more 5300 Mlntaes Jo1
quickly 5200 for
5100 Cumulative . 501
— If one assumesthatinvestment periods are ~5 years, and & Overhang . W S0
mostfund managers hope to investall of their committed 2012 2013 2014 2005 2016 2007 2008 2019 2020 2021 2002
capital, this means, vintages 2018 and older are now highly
motivatedto find usesfortheir uncalled capital Private Equity Fund Raising Activity
= |ncreasedinterest rates, a turbulent economy, and an (5 in billions)

increased proportion of money committed toward larger funds
are expectedto cause crowdingaround higher quality
opportunities

— Investors would generally rather seek moderate returns
than sufferbig losses

— Overequitizing is beggingto occur again

Fii
I I Source: Pitchbook
2021 Hr
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lllustrative Strategic Attributes Sought By All Buyers

Operational
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Strong profitabilityand cash flow characteristics
History of consistent growth

Diversified revenue streams

Establishedscale

Superiortechnologyand processes

Leading market position with barriers to entry
(i.e., highlydefensible position)

High revenue visibility
Customerandend-market diversification
Excellent reputation and name recognitionin
the trade

Strong and experienced managementteam
Skilled workforce

Positive employee relations
Variable cost nature to operations

Attractive long-termindustry fundamentals

and trends

Access to stable, recession-resistant e nd-markets
with demonstrated long-term growth
Low/predictable political risk

No litigation

High Quality of Earnings

Strong Growth Prospects

Management
Capabilities
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Types of Transitions

Internal
Management Buyout

Family Transition
ESOP

Combination

External
Strategic Buyout
Private Equity
Dissolution



We help business owners transition their
businesses to new ownership seamlessly,
in a way that achieves their goals,
preserves the legacy and value of their
hard work, and sets the business up for
sustainability and ongoing success.
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Our Broader Owner Transition Services Team

Wealth
Tax
Planning
Quality of Bzasnltlezs
Earnings Consulting

“ ” Owner
quarterback” of the } Tranéitior |
transition, connecting Modeling ervices “Plannine

our clients with the
services they need.

We bring all of CLA.
Our owner transition
advisors act as
consultants and as the

Talent
Solutions

Calculation
of Value
Estate Investment
Planning Banking
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Thank you!

Let us help you achieve peace of mind, reach a place of choice for your
future, and make your transition the celebration you’ve

been working for.

Heather Parbst —Manager, David Shapiro — Managing Erik Skie — Principal,

Owner Transition Advisory Director, Investment Banking Manufacturing

Heather.Parbst@claconnect.com  David.Shapiro@claconnect.com Erik.Skie@claconnect.com

(407) 244-9385 (612)215-1859 (630) 368-3645
CLAconnect.com
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https://twitter.com/CLAconnect
https://www.facebook.com/CliftonLarsonAllen
https://www.linkedin.com/company/cliftonlarsonallen
https://www.youtube.com/user/CliftonLarsonAllen
https://www.instagram.com/lifeatcla
mailto:Heather.Parbst@claconnect.com
mailto:David.Shapiro@claconnect.com
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