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|. About the Market Pulse Report

The International Business Brokers Association (IBBA) and M&A
Source, In partnership with Pepperdine Private Capital Markets
Project, have set a goal to provide quality information on a
quarterly basis in order to become the go-to source for Main
Street and Lower Middle Market transactions. The “Market
Pulse Report” gives you timely and accurate data to help you

build and maintain a successful and sustainable business.
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About the Survey

. 25 questions

. Invited participants were members of the
International Business Brokers Association (IBBA),
IBBA Affiliates/Chapters, and/or M&A Source

. 202 completed responses

. Responses collected from July 1 to July 15, 2014
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V. Current Business Environment
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Escrow/Accepted LOI/Due Diligence by Deal Size
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Percentage of Baby Boomers as New Clients
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Il. Business Transactions Closed in the
Last 3 Months
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Number of Business Transactions Closed by
Respondents in the Last 3 Months
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|Number of Respondents 54

Number of responses =101
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Change in the Number of New Clients by Deal
Size in The Last 3 Months

Greatly Decrea

sed Stayed the Increased Greatly Score

Deal size .
decreased same increased (1 to5)

Deals valued under $499,999 2% 11% 35% 46% 5% 3.3
?;glgs valued from 3300,000t0 4% 15%  41%  37% 4% 3.5
glea;;‘ﬁi'l‘l‘ii‘ifmm >1 million to 3% 9% 47% 4% 1% 3.6
gjag';‘ﬁi'l‘:ii‘ifrom »2 million to 5% 10%  44%  40% 2% 3.5
Deals over $5 million 5% 12% 36% 40% 7% 3.3
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In the Past 3 Months, Best Client Arrived by:

M Referral

M Networking

i Company branding
M Cold calling

M Target mailer

i Publication/media source

i General mailer

i Other

Number of responses =176
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Types of Referrals

M Past client
M Attorney

i Financial advisor

M Accountant
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Was it Buyer’s or Seller’s Market in the
Last 3 Months?
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Reasons For The Robust Activity In Today’s
Market
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uncertainty

More sellers
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Other
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Number of Clients Who Tried to Sell Their
Business On Their Own Prior to Contacting
Respondents
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Number of Clients Who Tried to Sell Their
Business Via Another Broker Prior to Contacting
Respondents
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Number of Clients Who Approached by a Buyer
Prior Contacting Respondents
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Number of Clients Who Approached by Another
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Business Transactions Closed in the Last 3
Months by Deal Size

NN

Deals valued under
$499,999

Deals valued from
$500,000 to $999,999

Deals valued from $1
million to $1.99 million

Deals valued from $2
million to $4.99 million

Deals valued from $5
million to $50 million

57%

17%

16%

6%

4%

BUSINESS BROKERS

IBBA ===

PRIVATE CAPITAL 22
associarion, . JlAMARKETS PROJECT

bschool pepperchne.adu ol

vatecapital

PEPPERDINE LINIVEKW

Graziadio School of Bu nd Mar

Master the leader in you.




Business Transactions of All Sizes,
Comparison
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Median Time to Close a Deal (Months)
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Median SDE Multiple Paid

3.0 -

2.0
2.5 -

/
7
35 | %

7

2.0 -

1.5 -

1.0 -

05 -

0.0 .
< 500K 500K - 1M 1M -2M

INTERNATIONAL
IBBAmmmas PR|VATE CAPlTAL 25 ﬁ
associrion ne.:IlMMARKETS PROJECT o Master the leader in you.

bechool pepperchne.adu /orivatecapital




Median EBITDA Multiple Paid
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Multiple Type

100% -
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0%
< 500K 500K - 1M 1M -2M 2M -5M 5M -50M

kd SDE including working capital 15% 16% 26% 0% 0%
kd SDE not including working capital 65% 46% 47% 9% 0%
LI EBITDA including working capital 3% 11% 0% 36% 0%
d EBITDA not including working capital 16% 24% 5% 36% 50%
kI TTM EBITDA including working capital 0% 0% 11% 18% 50%
LI TTM EBITDA not including working capital 0% 3% 11% 0% 0%
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Buyer Type

100% -
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80% -
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50% |

40% | N
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20% 1
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0%
< 500K 500K - 1M 1M -2M 2M -5M 5M - 50M

kd 1st time individual 55% 49% 32% 64% 0%
il individual who owned a business 32% 31% 21% 27% 25%
Ll existing company/strategic buyer 11% 17% 42% 9% 25%
id PE firm - Platform 0% 0% 5% 0% 50%
il PE firm - Add-on 0% 0% 0% 0% 0%
Ll Other 2% 3% 0% 0% 0%
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#1 Reason for Seller to Go to Market

100%
80%
60% - )
40% + | ’
20% + o
0% S - — - g ‘_'
< 500K 500K - 1M 1M -2M 2M -5M 5M -50M
d Acquisition 1% 3% 5% 9% 0%
kd Burnt out 18% 11% 11% 0% 0%
Ll Family issues 15% 6% 0% 18% 50%
kd Health 12% 9% 5% 0% 0%
ki New opportunity 18% 29% 16% 9% 0%
i Potential taxes increases 0% 0% 0% 0% 0%
L Relocation/moving 11% 11% 5% 9% 0%
LI Retirement 18% 29% 53% 36% 25%
LI Unsolicited offer 0% 0% 0% 9% 25%
i Other 6% 3% 5% 9% 0%
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#1 Motivation for Buyer

100%

90% -

80%

70%

60% -

50% -

40% - |

30% -

20% ) N |

0% - s s : b
< 500K 500K - 1M 1M -2M 2M -5M 5M - 50M

i Buying a job 56% 34% 5% 18% 0%
d Better ROI than other investment 10% 29% 11% 36% 0%
.l Vertical add-on 8% 17% 16% 18% 0%
i Horizontal add-on 13% 11% 42% 18% 25%
Ll Other 13% 9% 26% 9% 75%
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Financing Structure

100% -

90%

80%
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60% |

50% | L

40% -

30% -

20% - _ |

10% + B | -- *

0% : : :
< 500K 500K - 1M 1M -2M 2M - 5M 5M - 50M

kd Buyers equity 73% 54% 64% 62% 25%
kd Senior debt 10% 21% 27% 23% 43%
i Seller financing 13% 18% 9% 10% 0%
i Earn out 0% 3% 1% 1% 27%
i Seller retained equity 1% 2% 0% 3% 5%
ki Mezzanine financing 0% 0% 0% 0% 0%
L Other 2% 2% 0% 1% 0%
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Source of Buyers Equity

100% |~

90% |~

80% |~

70% -

60% -

50% - I

40% -

30% -

20%

10% -

0%
< 500K 500K - 1M 1M -2M 2M -5M 5M - 50M

d Cash 77% 69% 77% 64% 50%
id 401K/IRA Rollover 7% 10% 5% 0% 0%
LI Home Equity Line of Credit (HELOC) 5% 5% 0% 0% 0%
i Investors - family/friends 9% 10% 5% 14% 0%
il Investors - other 0% 5% 14% 21% 50%
i Other 2% 0% 0% 0% 0%
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lI-l Business Transactions Valued
under $499,999
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Time to Close

50% -

45% -

40%

35% -

30% -

25% -

20% -

NN NN N NN

15%

10% -

5%

0%

<1 1 month 2 3 4 5 6 7 8 9 10 11 12 11-15| 16-2 >2

month months | months | months | months | months | months | months | months | months | months | months | years years years
|Deals under 500K | 11% 7% 26% 13% 4% 6% 11% 7% 3% 2% 2% 2% 2% 3% 1% 2%

Number of closed transactions = 123
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Industry

50% -
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NN NN NN

Uasssaa |

0%
Services - Restaurants Consumer Business Health care | Construction | Wholesale & Services - Manufact. Information Basic Other
personal goods & services & biotech & distribution financial technology materials &
Retail engineering energy
|Dea|s under 500K 23% 22% 13% 9% 5% 5% 4% 3% 3% 1% 1% 11%

Number of closed transactions = 123
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SDE Multiple Paid

50%

45% -

40%

35%

30%

25% -

20% -

15% +~

10% +

" ‘T iiiﬂ

O% 0.25 0.5 0.75 1.25 1.75 2.25 2.75 g 4 4.5 10
|Dea|s under 500K 6% 4% 1% 5% 4% 12% 13% 15% 10% 7% 7% 5% 2% 6% 1% 1%

Number of closed transactions = 99
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EBITDA Multiple Paid
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0.25 0.75 1 1.25 1.75 2 2.25 2.5 2.75 3.25 8.25
|Dea|s under 500K 8% 4% 8% 4% 8% 4% 8% 4% 25% 4% 8% 4% 8%

il

Number of closed transactions = 24
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SDE including working capital

SDE not including working
capital

EBITDA including working
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EBITDA not including working
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|Dea|s under 500K
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16.3%
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Buyer Type: Deals <$500,000

M 1st time individual
M individual who owned a business

i existing company/strategic buyer

M Other

Number of closed transactions = 115
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#1 Reason for Seller to Go to Market
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Retirement Burnt out New/better Family issues Health Relocation/mo | Recapitalizatio Other
opportunity ving n
|Deals under 500K 18% 18% 18% 15% 12% 11% 1% 6%

Number of closed transactions = 115
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Buyer Location (Distance)
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0%
within 20 miles within 50 miles within 100 miles more than 100 miles
Deals under 500K 50% 2% 3% 24%

Number of closed transactions = 115
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Buyer Location (Global)

50% - /
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|Dea|s under 500K 43% 28% 19% 10%

Number of closed transactions = 115
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#1 Motivation for Buyer
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Better ROI than other
investment

Vertical add-on
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|Dea|s under 500K
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Financing Structure
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Buyers equity Seller financing Senior debt Seller retained equity Other
Deals under 500K 73% 13% 10% 1% 2%
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Number of closed transactions = 112
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Source of Buyers Equity (Multiple Choices)
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lI-1l Business Transactions Valued
from $500,000 to $999,999
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Time to Close

50% -

N

45% -

N\

40% -

35%

30%

25% -

N

20% -

15% |
10% - ‘
ail.s
- - e

0%

1 month 2 months | 3months | 4 months | 5months | 6 months | 7months | 8 months | 9 months | 11 months | 12 months 11-1.5
years

Deals from $500K to $S1M 5% 16% 14% 5% 14% 8% 3% 5% 3% 3% 16% 8%

Number of closed transactions = 37

INTERNATIONAL P E P P E R D | NE W7
lBBAwsmseaoms PRIVATE CAPITAL 47 RS S W
mmnON' INC. ® MARKETS pROJECT Ir\ll;astrerr 1;he Ieadrer in you. ) ‘.-v
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Industry

\

50% -

45% -

40% -

35% -

30% -

25% -

NN N N

20% - l

ii%aag

15%

10% -

5% -

0%
Consumer Business Services - Restaurants Wholesale & Health care & Construction & Services - Information Other
goods & Retail services personal distribution biotech engineering financial technology
|Dea|s under 500K 19% 16% 8% 8% 8% 5% 5% 5% 3% 22%

Number of closed transactions = 37

PEPPERDINE UNIVERSITY

Graziadio School of Business and Management

PRIVATE CAPITAL [
MARKETS PROJECT

bschool peppercine.adu rivatecapital

INTERNATIONAL
BUSINESS BROKERS
ASSOCIATION, INC. ®

Master the leader in you.




SDE Multiple Paid

50% -

45% -

40% -

35% -

30% -

25% -

NN NN NN N

20% -

15% -

10% -

N\

5% -

0%
15 2 2.25 2.5 2.75 3 3.5 3.75 4
Deals from $500K to $1M 4% 4% 17% 13% 13% 35% 4% 4% 4%

Number of closed transactions = 23

INTERNATIONAL
IBB A nmesmocsJPRIVATE CAPITAL 49  CEPPERDINE UNIVERSITY
ASSOClAﬂON INC.® MARKETS pROJECT Master the leader in you.

bechool pepperchne.adu /orivatecapital




EBITDA Multiple Paid

50%

45%

40% -

35% -

30%

25% -

20% -

15% -

10% -

NN NN NN NN NN

5%

Hﬂﬂﬂiiiﬂﬂﬂ

0%
0.25 1.75 2.25 2.75 >10
|Dea|s from $500K to $1M 7% 7% 7% 7% 7% 14% 14% 14% 7% 7% 7%

Number of closed transactions = 14

INTERNATIONAL
IBB A nmesmocsJPRIVATE CAPITAL 5o CEPPERDINE UNIVERSITY
ASSOClATION INC.® MARKETS pROJECT Master the leader in you.

bschool peppercine.adu orivatecapital




Multiple Type

100% -
90%
80% -
70% -
60% -
50% -
40%
30% -
20% -

1o ——p

0%

ANNNNNNNNN

SDE including working SDE not including EBITDA including EBITDA not including TTM EBITDA not

capital working capital working capital working capital including working
capital
Deals from $500K to $1M 16.2% 45.9% 10.8% 24.3% 2.7%

Number of closed transactions = 37

INTERNATIONAL p_E # P E R D.IL N E
IBB A asessocsffPRIVATE CAPITA L ISR C L RN S
ASSOCIATION. INC.® MARKETS pROJECT Ir\ll;astrerr 1;he Ieadrer in you. )

bschool peppercine.adu orivatecapital




Buyer Type: Deals $500,000 - $999,999

M 1st time individual

2.9%

M individual who owned a business

id existing company/strategic buyer

M Other

Number of closed transactions = 35

INTERNATIONAL v
lBBABM&ssaoms PRIVATE CAPITAL 57 EPTERDINE INIVERITY
ASSOCIATION, INC. ® MARKETS PROJECT Master the leader in you.

bschool peppercine.adu rivatecapital



#1 Reason for Seller to Go to Market

50% -

45% -

40% -

35% -

30% -

TUNSS

25% -

20% — .

15% -

10% -
5% -
0%

Retirement

New/better
opportunity

Burnt out

Relocation/m
oving

Health

Family issues

Recapitalizatio
n

Other

Deals from S500K to S1M

29%

29%

11%

11%

9%

6%

3%

3%

Number of closed transactions = 35

PEPPERDINE UNIVERSITY

Graziadio School of Business and Management

PRIVATE CAPITAL [
MARKETS PROJECT

bechool pepperchne.adu /orivatecapital

INTERNATIONAL
BUSINESS BROKERS
ASSOCIATION, INC. ®

Master the leader in you.




Buyer Location (Distance)

45% - -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

0%
within 20 miles within 50 miles within 100 miles more than 100 miles
Deals from $500K to S1M 43% 31% 6% 20%

Number of closed transactions = 35

INTERNATIONAL
IBB A nmesmocsPRIVATE CAPITAL 54  CEPPERDINE UNIVERSITY
MWON INC.® MARKETS pROJECT Master the Iead;r in you.

bechool pepperchne.adu /orivatecapital




Buyer Location (Global)

50% -
45% -
40% -
35% }
30% -
25% -
20%
15% -
10% -
5% -

0%
within city within state within country international buyer
Deals from $500K to $1M 34% 46% 17% 3%

AN

Number of closed transactions = 35

INTERNATIONAL
IBB A nmesmocsPRIVATE CAPITAL 55 CEPPERDINE UNIVERSITY
MMON INC.® MARKETS pROJECT Master the Ieadér(m you.

bechool pepperchne.adu /orivatecapital




#1 Motivation for Buyer

50% -

45% -
40% -
35%
30% -
25% -
20% -
15% -
10% - | -
5% -
0%

NS

Buying ajob Horizontal add-on Better ROI than other Vertical add-on Other
investment
|Dea|s from $500K to $1M 34% 11% 29% 17% 9%

Number of closed transactions = 35

INTERNATIONAL
IBBA BUSINESS BROKERS PRIVATE CAPITAL 56 }%ELU\HYPQTY
ASSOCIAHON, INC.® MARKETS pROJECT Master the leader in you.

bechool pepperchne.adu /orivatecapital




Financing Structure

100% -
90% -
80%
70%
60% -
50%
40%
30%
20% -
10% -

0%

NN N

= =

Buyers equity Senior debt Seller financing Earn out Seller retained Other
equity
|Dea|s from $500K to S1M 54% 21% 18% 3% 2% 2%

Number of closed transactions = 34

INTERNATIONAL
IBBA =coccfforivate caria. R
ASSOCIATION. INC.® MA RK ETS pROJE CT Master the leader in you. -

bschool peppercine.adu orivatecapital




Source of Buyers Equity

100.0% -
90.0%
80.0% -
70.0%
60.0% -
50.0% -
40.0% -
30.0% -
20.0%
10.0%

0.0%

NN\

Cash

401K/IRA Rollover

Investors -
family/friends

Home Equity Line of
Credit (HELOC)

Investors - other

|Deals from S500K to $1M

69.2%

10.3%

10.3%

5.1%

5.1%

INTERNATIONAL

Number of responses = 39

PEPPERDINE LINI\/E SITY

Graziadio School of Busi 1

lBBAwsmseaoms PRIVATE CAPITAL 58
assocurion ne. lMMARKETS PROJECT

bschool peppercine.adu orivatecapital

Master the leader in you.



lI-11l Business Transactions Valued
from S1 Million to $1.99 Million

INTERNATIONAL v
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Time to Close

50% -

45% -

40% -

35% -

NN N N

30% -

25% -

20% -

15% -

10% -

5% -

0%
0

1 month 2 months 6 months 8 months 9 months 12 months 1.1-1.5years 1.6-2years
Deals from $1M to $2M 21% 16% 16% 11% 11% 11% 11% 5%

Number of closed transactions = 19

INTERNATIONAL BB D LAON LS
IBBAmmoms PRIVATE CAPITAL RISt
ASSOClAﬂON. INC.® MARKETS pROJECT Master the leader in you. )

bechool pepperchne.adu /orivatecapital




Industry

50% -
45% -
40% -
35% -
30% -
25%
20%
15% -
10% -
5% -

NN

0%
Business services Health care & biotech Consumer goods & Services - personal Wholesale & distribution Other
Retalil
Deals from $1M to $2M 21% 16% 11% 11% 11% 32%

Number of closed transactions = 19

INTERNATIONAL P E P P E R DI NE
IBBAmmnm PRIVATE CAPITAL IRt e
ASSOCIATION. INC.® MARKETS pROJECT Ir\ll;astrerr 1;he Ieadrer in you. )

bechool pepperchne.adu /orivatecapital




SDE Multiple Paid

50% -

45%
40% -
35% -
30% -
25% -
20% -

NN N N N

15% g

10% -
5% -

0%
2 2.5 2.75 3 3.25 3.5 4
Deals from $S1M to $2M 21% 7% 7% 14% 29% 14% 7%

Number of closed transactions = 14

INTERNATIONAL v
IBB A nmenmocIPRIVATE CAPITAL D VS S VLS T, <
ASSOCIATION INC. ® MARKETS pROJECT Master the Ieader( iny I'~'.‘I'

bechool pepperchne.adu /orivatecapital




EBITDA Multiple Paid

50% -

45% -
40%

35% -
30% -

25% -
20% -
15% -
10% -
5% -

0%
3 3.5 4.25 4.5 6
|Deals from $1IM to $2M 20% 20% 20% 20% 20%

NSSRRRN

Number of closed transactions =5

INTERNATIONAL
IBB A nmesmocsPRIVATE CAPITAL 63  DCEPPERDINE UNIVERSITY
MWON INC.® MARKETS pROJECT Master the Iead;r in you.
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Multiple Type

100% -
90%
80%
70% -
60% -
50% -
40%
30% -
20% -
10% -

0%

NN

SDE including working
capital

SDE not including
working capital

EBITDA not including
working capital

TTM EBITDA including
working capital

TTM EBITDA not
including working
capital

Deals from $1M to $2M

26.3%

47.4%

5.3%

11%

10.5%

INTERNATIONAL

Number of closed transactions = 19

PEPPERDINE UNIVERSITY

Graziadio School of Business and Management

lBBAmmaom PRIVATE CAPITA L [IE
sssociron v | IMARKETS PROJECT

bschool peppercine.adu orivatecapital

Master the leader in you.




Buyer Type: Deals S1 Million - $1.99 Million

M 1st time individual
M individual who owned a business

i existing company/strategic buyer

M PE firm - Platform

Number of closed transactions = 19

INTERNATIONAL
lBBAmmaom PRIVATE CAPITAL 65 EPTERDINE INIVERITY
ASSOCIATION, INC. ® MARKETS pROJECT _

bschool peppercine.adu orivatecapital




#1 Reason for Seller to Go to Market

50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

N\ N\ N

i

=

Retirement

New/better
opportunity

Burnt out

Relocation/movi
ng

Health

Recapitalization

Other

Deals from $1M to $2M 53%

16%

11%

5%

5%

5%

5%

IBBA

INTERNATIONAL
BUSINESS BROKERS
ASSOCIATION, INC. ®

Number of closed transactions = 19

PRlVATE CAPITAL
MARKETS PROJECT

bechool pepperchne.adu /orivatecapital

PEPPERDINE LINIVEKW

66 Graziadio School of Busi

and Manag
Master the leader in you.




Buyer Location (Distance)

50% -
45% -
40% -
35% -
30% -
25% -
20%
15% -

10% /
5% -

0%
within 20 miles within 50 miles within 100 miles more than 100 miles
Deals from $1M to $2M 63% 5% 5% 26%

N\

Number of closed transactions = 19

INTERNATIONAL
IBB A nmesmocsPRIVATE CAPITAL 67  DCEPPERDINE UNIVERSITY
MWON INC.® MARKETS pROJECT Master the Iead;r in you.

bechool pepperchne.adu /orivatecapital




Buyer Location (Global)

45% - |
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

0%
within city within state within country international buyer
Deals from $1M to $S2M 42% 26% 16% 16%

Number of closed transactions = 19

INTERNATIONAL
IBB A nmesmocsPRIVATE CAPITAL 68  DCEPPERDINE UNIVERSITY
MMON INC.® MARKETS pROJECT Master the Ieadér(m you.

bechool pepperchne.adu /orivatecapital




#1 Motivation for Buyer

50% -
45% /
40% -
35% -
30% -
25% - {
20% -
15% -
10% -
5% -
0%

Horizontal add-on Better ROI than other Vertical add-on Buying ajob Other
investment
Deals from $1M to $2M 42% 11% 16% 5% 26%

Number of closed transactions = 19

INTERNATIONAL B N A S AN L B
IBBAmmom PRIVATE CAPITAL PRIt e e
ASSOCIAHON, INC.® MARKETS pROJECT Ir\ll;astrerr ;he Ieadrer in you. )

bechool pepperchne.adu /orivatecapital




Financing Structure

100% -
90% -
80%
70%
60%
50% -
40%
30% -
20% -

10% P

0%
Buyers equity Senior debt Seller financing Earn out
Deals from $1M to $2M 64% 27% 9% 1%

SN

Number of closed transactions = 19

INTERNATIONAL
IBB A nmesmocsJPRIVATE CAPITAL 70  DEPPERDINE UNIVERSITY
ASSOClAﬂON INC.® MARKETS pROJECT Master the leader in you.
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Source of Buyers Equity

100.0% -
90.0% -
80.0% -
70.0%
60.0% -
50.0%
40.0% -
30.0% -
20.0% -

10.0% - =

0.0%
Cash Investors - other 401K/IRA Rollover Investors - family/friends
Deals from $1M to $2M 77.3% 13.6% 4.5% 4.5%

AN\

Number of responses = 22

INTERNATIONAL
IBBA =sosferivate carira: IS
ASSOCIATION, INC. ® MARKETS pROJECT Master the leader in you.

bechool pepperchne.adu /orivatecapital




lI-IV Business Transactions Valued
from S2 Million to S4.99 Million

INTERNATIONAL '
IBB A nmenmocsPRIVATE CAPITAL 72 P‘?’{’EEDP}IE VERIITY
ASSOCIATION, INC. MARKETS PROJECT e — -
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Time to Close

50% -

45% -

40% -

35% -

30% -

25% -

20% -

NN NN NN N

15% -

10% N J

5% -

0%
(0]

2 months 3 months 4 months 5 months 6 months 7 months 8 months 10 months 1.6-2years
Deals from $2M to $5M 9% 18% 9% 9% 9% 9% 18% 9% 9%

Number of closed transactions =11

INTERNATIONAL BB D LAON LS
IBBAmmm PRIVATE CAPITAL EEPEREEE S e e
ASSOClAﬂON. INC.® MARKETS pROJECT Master the leader in you. )

bechool pepperchne.adu /orivatecapital




50% -
45% -
40% -
35% -
30% -
25% -
20% -

Industry

NN N\

[0) -
15%
10% -
5% -
o)
0%
Wholesale & Manufact. Business services Health care & biotech Consumer goods & Restaurants Information
distribution Retail technology
Deals from $2M to $5M 27% 27% 9% 9% 9% 9% 9%

Number of closed transactions =11

PEPPERDINE UNIVERSITY

Graziadio School of Business and Management

INTERNATIONAL E P P E R D | N E
IBBAm&mom PRIVATE CAPITAL [
sssocurion, we. - lIMARKETS PROJECT

bechool pepperchne.adu /orivatecapital

Master the leader in you.




EBITDA Multiple Paid

50%

45% -

40%

35% -

30% -

25%

LS RREN

20% -

15% -

10% -
5% -

0%
3 3.25 3.5 4 5 5.5 8
Deals from $2M to $5M 20% 10% 10% 10% 30% 10% 10%

Number of closed transactions = 10

INTERNATIONAL v
IBB A nmenmocIPRIVATE CAPITAL S N S T, <
ASSOCIATION INC. ® MARKETS pROJECT Master the Ieader( iny I'~'.‘I'

bechool pepperchne.adu /orivatecapital




Multiple Type

100% -
90%
80% -
70%
60%
50%
40% -
30%
20% -
10% -

0%

AANNNNNNNNY

SDE not including working
capital

EBITDA including working
capital

EBITDA not including
working capital

TTM EBITDA including
working capital

Deals from $S2M to S5M

9.1%

36.4%

36.4%

18%

Number of closed transactions =11

PEPPERDINE UNIVERSITY

Graziadio School of Business and Management

INTERNATIONAL P E P P E RD. | NE
lBBAmmaom PRIVATE CAPITAL 76
assocurion, ve.:JlIMARKETS PROJECT

bschool peppercine.adu orivatecapital

Master the leader in you.




Buyer Type: Deals $2 Million - $4.99 Million

M individual who owned a business

M existing company/strategic buyer

id PE firm - Platform

Number of closed transactions =11

INTERNATIONAL W,
lBBAeusuz&seaoxzns PRIVATE CAPITAL 27 EPTERDINE INIVERITY
ASSOCIATION, INC. ® MARKETS pROJECT Master the leader in you.

bschool peppercine.adu rivatecapital



#1 Reason for Seller to Go to Market

50% e
45% v
40% g _.

35% -
30% -
25% -
20% -
15% -
10% - . :
5% -
0%

Retirement Family issues New/better Relocation/moving Recapitalization Other
opportunity
Deals from $2M to $5M 36% 18% 9% 9% 9% 9%

Number of closed transactions =11

INTERNATIONAL
IBBA BUSINESS BROKERS PRIVATE CAPITAL 78 }wﬂw
ASSOCIATION INC.® MARKETS pROJECT Master the Ieader(m \

bechool pepperchne.adu /orivatecapital




Buyer Location (Distance)

50% -/

25% - |
40% - [
35% - y
30% - ‘
25% -
20% -
15% -
10% -
5% -

0%
within 50 miles within 100 miles more than 100 miles
Deals from $2M to S5M 45% 18% 36%

Number of closed transactions =11

INTERNATIONAL
IBB A Meibil TYLYFCTWSYNILUNN ., PEPPERDINE LINIVERSITY
ASSOCIATION, INC. ® MARKETS pROJECT Master the leader in you.

bschool pepperchine.adu /orivatecapital




Buyer Location (Global)

50% - /
45% - /
40% - /
35% -
30% I
25% -
20% -
15% -
10% -
5% -

0%
within state within country international buyer
Deals from $2M to $5M 36% 55% 9%

Number of closed transactions =11

INTERNATIONAL
IBB A Meibi| TYLVFCTWSYNILUNN . PEPPERDINE LINIVERSITY
ASSOCIATION, INC. ® MARKETS pROJECT Master the leader in you.

bschool pepperchine.adu /orivatecapital




#1 Motivation for Buyer

50% -
45% -
40%
35% -
30% -
25% -
20% -
15% -
10% -
5% -
0%

NN

A\

Better ROI than other Horizontal add-on Vertical add-on Buying a job Other
investment
| Deals from $2M to S5M 36% 18% 18% 18% 9%

Number of closed transactions =11

INTERNATIONAL
IBB A nsesmocsPRIVATE CAPITAL e
ASSOCIATION INC. ® MARKETS pROJECT Master the Iead;r iny

bechool pepperchne.adu /orivatecapital




Financing Structure

100% -
90% -
80%
70% -
60% -
50% -
40%
30% -
20% -
10% -

0%

NN\ NN

T

Buyers equity Senior debt Seller financing Seller retained Earn out Other
equity
Deals from $2M to $5M 62% 23% 10% 3% 1% 1%

Number of closed transactions =11

INTERNATIONAL
IBBA =csoecfforivate capita. IR
ASSOCIATION. INC.® MA RK ETS pROJE CT Master the leader in you. -

bschool peppercine.adu orivatecapital




Source of Buyers Equity

100.0% -
90.0% -
80.0%
70.0% -
60.0% -
50.0% -
40.0% -
30.0% -

20.0% - .
10.0% - /

0.0%
Cash Investors - other Investors - family/friends
Deals from $2M to $5M 64.3% 21.4% 14.3%

RN

Number of responses = 14

INTERNATIONAL
IBB A nmesmocsPRIVATE CAPITAL g3  CEPPERDINE UNIVERSITY
ASSOCIATION INC.® MARKETS pROJECT Master the leader in y<;u

bechool pepperchne.adu /orivatecapital




-V Business Transactions Valued
Over S5 Million

INTERNATIONAL v
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Time to Close

50% -
45% -
40% -
35%
30%
25%
20%
15% -
10% -
5% -

0%
2 months 3 months 9 months 12 months
Deals from $5M to $50M 25% 25% 25% 25%

SN

Number of closed transactions = 4

INTERNATIONAL
IBB A nmesmocsPRIVATE CAPITAL gs  CEPPERDINE UNIVERSITY
MMON INC.® MARKETS pROJECT Master the Ieadér(m you.

bechool pepperchne.adu /orivatecapital




50% /

45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

Industry

0%

Business services

Manufact.

Consumer goods &
Retail

Deals from S5M to S50M

50%

25%

25%

INTERNATIONAL
BUSINESS BROKERS
ASSOCIATION, INC. ®

Number of closed transactions = 4

PRIVATE CAPITAL
MARKETS PROJECT

bechool pepperchne.adu /orivatecapital

PEPPERDINE UNI\/E SITY
86 Graziadio School of Business a

Master the leader in you.




EBITDA Multiple Paid

50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -
0% 4.25 4.75 6

Deals from $5M to $50M 25% 25% 50%

RN

Number of closed transactions = 4

INTERNATIONAL
IBB A Meiibi| TYLYFCTWSYNILUNN . PEPPERDINE LINIVERSITY
ASSOCIATION, INC. ® MARKETS pROJECT Master the leader in you.

bschool pepperchine.adu /orivatecapital




Multiple Type

100% -
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -
10% -

0%
EBITDA not including working capital TTM EBITDA including working capital
| Deals from $5M to $50M 50.0% 50%

Number of closed transactions = 4

M

INTERNATIONAL
IBBAMSSMRS PRIVATE CAPITAL 88 PR TR P e v
ASSOCIATION, INC. ® MARKETS pROJECT Master the Iead;r in you.
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Buyer Type: Deals > S5 Million

M individual who owned a business

M existing company/strategic buyer

i PE firm - Platform

Number of closed transactions = 4

INTERNATIONAL
IBBA BUSINESS BROKERS PR|VATE CAPITAL 89 WSI*
ASSOClAﬂON INC.® MARKETS pROJECT Master the leader in you.

bechool pepperchne.adu /orivatecapital




#1 Reason for Seller to Go to Market

50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

0%
Family issues Retirement
Deals from $5M to $50M 50% 25%

Number of closed transactions = 4

INTERNATIONAL
IBBA BUSINESS BROKERS PRIVATE CAPITAL 90 {%WTY
associmion, ive. lMARKETS PROJECT T Mastor the leader in you.

bechool pepperchne.adu /orivatecapital




Buyer Location (Distance)

50% - };
45% -
40% -
35% -
30% -
25% -
20% -
15%
10% -
5% -

0%
within 20 miles more than 100 miles
Deals from $5M to $50M 50% 50%

Number of closed transactions = 4

IBB A nmesmocsPRIVATE CAPITAL g7 CEPPERDINE UNIVERSITY
ASSOCIKTION INC.® MARKETS pROJECT Master the leader in you.

bschool pepperchine.adu /orivatecapital



Buyer Location (Global)

50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

0%
within city within country
Deals from $5M to $50M 50% 50%

Number of closed transactions = 4

INTERNATIONAL
IBBAMSSMRS PRIVATE CAPITAL 92 ﬁ -
ASSOCIATION, INC. ® MARKETS pROJECT Master the leader in you.

bschool pepperchine.adu /orivatecapital




#1 Motivation for Buyer

50% -
45% -
40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -

0%
Horizontal add-on Other
Deals from $S5M to $50M 25% 75%

Number of closed transactions = 4

INTERNATIONAL
IBB A Mool TYLYFCTWSYNILUNN ., PEPPERDINE LINIVERSITY
ASSOCIATION, INC. ® MARKETS pROJECT Master the leader in you.

bschool pepperchine.adu /orivatecapital




Financing Structure

100% -
90%

80% -

70% -

60% -
50%

NORNRNNN

40% -

30%
20% -

0%
Senior debt Earn out Buyers equity Seller retained equity
|Dea|s from $5M to $50M 43% 27% 25% 5%

Number of closed transactions = 4
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Source of Buyers Equity

100.0% -
90.0% -
80.0% -
70.0% -
60.0% -
50.0% -
40.0% -
30.0% -
20.0% -
10.0% -

0.0%
Cash Investors - other
Deals from $5M to $50M 50.0% 50.0%

\

Number of responses = 4
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IIl. Business Transactions Terminated in
the Last 3 Months
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Percentage of Business Transactions by Size
Terminated Without Closing in the Last 3
Months

100% ?
90% - /
80% -

70% -
60% -
50%
40% -
30%
20% -
10%

= 25 2B =

0%

Deals valued under
$499,999

Deals valued from
$500,000 to $999,999

Deals valued from $1
million to $1.99 million

Deals valued from $2
million to $4.99 million

Deals valued from $5
million to $50 million

78%

4%

6%

8%

4%

Total Number of Responses = 83
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The Biggest Mistake Sellers Make That Hurt
Their Chance of Successfully
Completing the Deal

100%

90% |

80%

70% + . )

60% j B

50% - N

40% - ] - |

30% - N

20% - .

10% - b all &

0% : : :
Unrealistic | Emotional | Declining Waiting | Nonrespon Poor Negative Other Nothing
expectatio ties to business too sive/ financial attitude/e
ns business/c sales long/burnt | time lag records go
an't let go out

kd Deals valued under $499,999 62% 22% 44% 27% 8% 54% 7% 6% 6%
kd Deals valued from $500,000 to $999,999 60% 19% 32% 27% 11% 32% 9% 8% 5%
L Deals valued from $1 million to $1.99 million 66% 34% 36% 34% 8% 28% 9% 11% 14%
d Deals valued from $2 million to $4.99 million 61% 29% 24% 23% 20% 24% 12% 13% 13%
ld Deals valued from $5 million to $50 million 54% 25% 25% 19% 18% 15% 7% 16% 6%
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V. Expectations
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Expectations of Business Listings / Engagements
from New Clients in the Next 3 Months

Greatly

Stay the Greatl Score
Decrease y Increase y

Deal size .
decrease same increase (1to 5)

Deals valued under $499,999 0.0% 6.3% 32.3% 58.3% 3.1% 3.6

Deals valued from $S500,000 to $999,999 0.0% 1.3% 22.5% 71.3% 5.0% 3.8

Deals valued from $1 million to $1.99

e 1.3% 2.6% 26.9% 66.7% 2.6% 3.7
million
D(?alls valued from $2 million to $4.99 0.0% 4.9% 41.0% 47.5% 6.6% 36
million
Deals over S5 million 0.0% 2.4% 31.7% 63.4% 2.4% 3.7
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Expectations for Business Valuation Multiples in
the Next 3 Months

Greatly Stay the Greatly
Decrease Increase
decrease same increase

Score (1 to 5)

Deal size

Deals valued under $499,999 0.0% 5.3% 75.8% 18.9% 0.0% 3.1

Deals valued from $500,000 to $999,999 0.0% 3.8% 74.7% 21.5% 0.0% 3.2

Deals valued from S1 million to $1.99

. 1.3% 26%  692%  26.9% 0.0% 3.2
z?ﬁign"a'“ed from 32 million te 54.99 0.0% 47%  73.4%  21.9% 0.0% 3.2
Deals over S5 million 0.0% 2.4% 61.0% 36.6% 0.0% 3.3
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. About the Respondents
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Details About the Respondents

Geographic Location
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Details About the Respondents

Typical Size of Business Transactions

100% -
90% -
80% -
70% -
60% -
50% -
40%
30% -
20% -
10% -

0%

NN

Deals valued under
$499,999

Deals valued from
$500,000 to $999,999

Deals valued from $1
million to $1.99 million

Deals valued from $2
million to $4.99 million

Deals valued from $5
million to $50 million

|Who|e sample

52%

44%

43%

35%

22%

Total number of responses = 202
* Number is more than number of respondents as many respondents overlap into 2 or 3 areas
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Details About the Respondents
Memberships/ Multiple Memberships

0% 10% 20% 30% 40% 50%

60%

IBBA 50%
M&A Source

Business Brokers of Florida

California Association of Business Brokers

Florida Business Brokers Association

Georgia Association of Business Brokers

New England Business Brokers Association

Colorado Association of Business Intermediaries
Carolina - Virginia Business Brokers Association
Texas Association of Business Brokers

Arizona Business Brokers Association

Mid-Atlantic Business Intermediaries Association, Inc.
Michigan Business Brokers Association

Midwest Business Brokers Intermediaries

Ohio Business Brokers Association

Pennsylvania Business Brokers Association

Other

None
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Details About the Respondents

Working Experience

M Less than 1 year
M 1year

i 2 years

M 3 years

M4 years

i 5 years

M 6 years

M 7 years

kd 8 years

M 9 years

i 10 years

k4 11-15 years
kd 16-20 years
il > 20 years
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Details About the Respondents

Professional Credentials

100%

90%

80% -

70% -

N\

60% -

50%

40% -

30% -

20% -

e

CBI MBA CBB M&AMI | CMEA BCI CPA AM&AA | CM&AA ABI CMSBB ASA Other None
| %| 43% 25% 10% 9% 7% 5% 4% 3% 2% 1% 1% 1% 23% 23%

0%

INTERNATIONAL 7
IBBA BUSINESS BROKERS PRIVATE CAPITAL 107 Iww g <
assocumon, v lIMARKETS PROJECT - u_* ‘.;"

bschool peppercine.adu orivatecapital




Details About the Respondents

INTERNATIONAL
IBBA scseferivare carira . IS Ny
associmion, ve.lIMARKETS PROJECT weiadlo Schoolof Buines and Manase _

bschool peppercine.adu rivatecapital



THANK YOU!

Scott Bushkie, CBI, M&AMI, IBBA Marketing Chair
SBushkie@ Cornerstone-Business.com

Lisa Riley, Ph.D., IBBA Marketing Chair
lisa@fcbb.com

Craig Everett, Ph.D., MBA
Assistant Professor of Finance
Director, Pepperdine Private Capital Markets Project
http://bschool.pepperdine.edu/privatecapital
craig.everett@pepperdine.edu
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