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Agenda

1. M&A Topics (45 minutes)
2. Q&A with Rob MacLeod & Scott McKenzie (15 minutes)

Please submit questions along the way
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Selected Bigelow and Baker Newman Noyes Shared Clients

QMARCO

RUBBER & PLASTICS
Seabrock, New Hampshire

has been recapitalized by

ALIGN
CAPITAL
PARTNERS

Cleveland, Ohio

The undersigned initiated this transaction
and acted as M+A advisor to
Marco Rubber & Plastics. LLC
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Precision Tubular Products, Inc.

Tryehunge, Maine

has been acquired by

Tondon,

Phe undersigned initiated this transaction
and acled as M=+A advisor Lo
{dearborn Mrecisian Tubular Products, fie
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ON@®TARGET

Utility Services

Gardiner, Maine

has been acquired by

LISIL-

US INFRASTRUCTURE CORP
Indianapolis, Indiana

The undersigned initiated this transaction
and acted as M+A advisor to
On Target Utility Services
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Anskdertal Morsgage Servess
South Portland, Maine
has been recapitaliced by
7
COS
TR S

e York, New York

|

The undersiyned initiated this transaction
and acled az M+A adwisor lo
Residentinl Mortgage Serotees, hie
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EPTAM

PLASTICS

Morthfield, Mew | lampshire

has been recapitalized by

HERITAGE

Buston, Massachusutts

The undersiyned initiated this transaction
and acled az M+A adwisor lo
FIMTAM Plastics, i
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MAINE MAGHINE

PRODUCTS COMPANY
South Paris, Maine

has been acquired by
g |
BGenNx360
Mo York, Wew York

The undersiyned initiated this transaction
and acled az M+A adwisor lo
Matne Machine Products Company
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Q-Centrix

['ortsrmenath, Mew [Tampshine

has been recapitaliced by

STERLING
PARTNERS

Chicag, Tnois

Phe undersigned initiated this transaction
and acled as M+A advisor Lo
Q-Centrix 110
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SAFE
HANDLING
IN

Auburn, Maine

has been acquired by

SAVAGE

Salt Take City, Utah

Phe undersigned initiated this transaction
and acled as M+A advisor Lo
Safe Handling, Ine
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Bigelow Overview

Partner-owned / led M+A advisory boutique
Exclusive client focus is private owner-managed businesses; industry agnostic
Build Enterprise Value / Capture Enterprise Value
$ Billion in transaction value, ranging from $30 million to $500 million

Unique IP and engagement architecture
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Bigelow Shared Purpose

WHY

We believe Entrepreneur Owner-Managers (EOMs) are the
most powerful pro-social, pro-economic force on the planet.
Sustaining great enterprises beyond any individual or
family is key to all constituencies. Selecting the next owner
can be one of life's greatest challenges and... most
rewarding accomplishments.

UNIVERSITY

WHAT

To be the best M+A advisory firm in the world exclusively
focused on our niche: helping EOMs achieve their personal
and professional goals by first building, and then someday

capturing, their Enterprise Value in a capital gain
transaction.

HOW

We do this by operating as a unique team leveraging our
individual strengths, collaborating with collective
experience, and employing state-of-the-art technology tools.
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The Lite Arc Of An Entrepreneur Owner-Manager

Enterprise Value

I Time
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Al

T-10

T+10

How does
the Enterprise

have sustainability Reinvention
Wish for beyond me? Wealth
some liquidity Creation
* Event Hibernation
Pay down o 1 \\
debt Thinking about 1 1 < Experimentation
Industry the next chapter ) I Realization
environment for me personally : :
Enterprise Value changing : :
exceeds expectations Risk aversion I I
sets-in 1 1
| |
Hire new CEO 1 1
& give away . ! !
responsibilities Fire new CEO 1 1
(didn’t work) 1 1
| |
1 h | |
everage wit
bankg debt ‘ Trgr}sition from j’rugged : :
individual” to unique team I I
| |
No assets; no reputation; passionate : :
Entrepreneur Owner-Manager; nothing to lose l |
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Polling Question

Do you envision a capital gain for your company someday?
Yes

No
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We Help Owners Build and Capture Enterprise Value

xN‘onth to 10+ Ye, re

TWO Hats/ One Head Allocate resources Strategy review in

to “highest use” light of competitive
landscape & industry
Wait for drivers

i{idulstrty’s Identify
optimal “time” . iti
P Value Creation add‘tggjifg;"“’th
Augment advisor enhancement
team to match opportunities
strength

Decision to
capture value

Close with new
investors, execute

growth plan
Prepare company

materials
Negotiations, due

; : Approach Value C apture diligence, financing,
: Man a g er e and documentation

universe
Intense Management meetings
investor with “most qualified”

discussions partners — forward

looking
} L4
pi

x\%
cal Timeline 6-8 Mont
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Family Business Considerations

What You Want To Do

Capital out
Next chapter
Philanthropic goals

Inspire family

What The Business Needs
Leadership Energy
Creativity What Your Family Wants
Focus
Talent : Happy holidays
Sales & Marketin Family Role clarity
Operations ’ Home filled with love
A L
Capital for capacity ppreciation

|
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Who Acquires Or Invests In Private Companies Today?

Private Equity
Investor

Confidential

Strategic W
Investor

4 51% - 80% initially

Liquidity 100%
. Synergistic benefits may Based on potential IRR of
Valuation create premium valuation 7 growth business plan
. - imi Two bites of th 1
Future Upside Typically limited 4 px(\)/idleersn(c))st aeggfezgtznjzlue
Report to acquirer’s — Board of directors,
Governance management ' with investor representatives
Operational Change |Brings pre-existing model J— ?ﬁ;iﬂgﬁ;ﬁ?gﬁuﬁe
. , Augmented by new
Culture Assimilate to parent’s [— constituencies
TR Potentially stronger balance Leveraged stand-alone
Capitalization sheet and flexibility — balance sheet
Must fit previously identified
Strat P y
ratesy strategic direction of acquirer 7 Double sales and EBITDA
Employees / May broaden (or shorten) Equity upside for key
Management employees’ career path 4 employees
_I_
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Polling Question

Do you know the value of your company?
Yes

No
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How Should Owners Think About Valuation?
EBITDA multiples is a result, not the input

Investment Attractiveness = The Story

 Size, growth, and attractiveness of served markets

« Competitive dynamics

 Business model / product offering / unique capabilities
 Future growth prospects

 Customer relationships / channels

 Concentration of customers or vendors

 Historical and projected financial performance

\ Distilled into a... }

[

Multiple of EBITDA
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Polling Question

Do strategic acquirors always pay the highest price?
Yes

No
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The Private Company Market Is Highly Inefficient

Key: A = Strategic;

Confidential

Recent Bigelow

O= PE Platform; W= Private Equity (PE); = Client Expectation
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Sample Min/Max
Engagements Range of Offer Values Size Spread
Mean
-22% A = H 349 10 56%
o
-40% A o o A 649% 15 104%
N
| m B
-59% o § @) = BN = o 42% 20 101%
O A (] [
A
-40% o y R o 43% 11 84%
o & N
_ano. MW |
40% O n A A 61% 7 101%
59% O ¥ © 5%
-59%, m d . o 8 125%
-75% -50% -25% 0% 25% 50% 75%



Seller Beware

Unknown

Biased Inexperienced
Impasssrosrgéﬂous E mOtIO n aID:f'd'“‘.‘i’
earful Prmc:|pIeEu"trIE\l;afr:leragle
Umnformed Valiie pahsti

g 0r|g|nal U"t"alnﬁ‘d Inadequate

Legacy"

Asymmetry Of I

Asymmetr

EOM

LR

The Principa
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6 Things You Can Do Right Now...

...If You Want To Earn A Capital Gain Someday
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Simultaneity

Strategy

Management
Advisors
Measurements

Timing

L
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YOou CAN DO
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What Time Is It For You?

COMPANY

Is your industry currently Does your Enterprise’s Are you personally taking the
in or out-of-favor with financial performance right amount of risk in the
investors? validate its intrinsic value? business in relation to its
(How baked is the cake?) market opportunity?
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What Do Owner-Managers Care About

High valuation

Personal freedom

Incentivizing management
Preserve company culture

Future stability

Confidentiality within the company
Confidentiality within the industry
Employee sharing

Family harmony

Future legacy and reputation
Communicating with constituents
Help accelerate growth

Future upside

Confidential
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Bigelow’s Sample Toolkit: Preparation Pays

Confidential

Preparation Considerations Yes?

1. Estate planning

2. Building advisory team

3. Management team involvement
4. Sell-side Quality of Earnings

5. Market study

6. Growth plan & financial model
7. Corporate video

8. Website update

9. Phase I environmental

10. Legal due diligence “scrub”
11. Sales and use tax analysis

12. Virtual facility tours

13. Rep & Warranty insurance strategy

_
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Marco Rubber & Plastics Case Study

Confidential

4 year+ relationship

Brought in BNN as new
accountants — audit and tax

Refined strategy — brought
software in-house

Chose to seek a majority partner

Extra preparation:

1.

2.

market study
company video

incentives for
management team

growth plan & projection
financial model

sales tax clean up
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OMARCO

RUBBER & PLASTICS
Seabrock, New Hampshire

has been recapitalized by

ALIGN

CAPITAL

PARTNERS
Cleveland, Chio

The undersigned initinted this transaction
and acted as M+A advisor to
Marco Rubber & Plastics. LLC

o
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Private Enterprise
Value Podcast:

When your life partner is
also your business

partner

20


https://bigelowllc.com/positive-enterprise-value-blog/in-it-together-when-your-life-partner-is-also-your-business-partner/

EOM Resources at Bigelowllc.com

e nasanze guide for suecesshal semir e
THARTZ,

Enterprise

VALUE

How the Best Owner-Managers Build
Their Fortune, Capture Their Company’s
Gains, and Create Their Legacy

PETER R WORRELL
Managing Divecter, Bigelow LLC

Confidential

Thank You

Website: BigelowLLC.com
Blog: bigelowllc.com/channel/positive-enterprise-value-blog/

Podcast: Positive Enterprise Value

’ P.odcos’r Available on
& iTunes

L
'‘Bigelow

T Yo Weant To insn

I
SIX THINGS

YOU CAN DO

RIGHT NOW
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Transaction Preparation

Scott McKenzie, Managing Director
Transaction Advisory Services
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Transaction Advisory Practice Lead

Scott is a managing director in the assurance practice at Baker Newman Noyes, and leads the
firm’s transaction advisory services group. Scott brings more than 20 years of experience in
public accounting to his role at BNN. A seasoned audit professional, Scott works closely with
private equity and venture-backed, emerging growth, and sophisticated public and privately
held companies in the software, life sciences, construction, manufacturing and distribution
industries.

Clients turn to Scott for help in transaction support services and financial due diligence. He
has unique knowledge and experience in buy-side and sell-side advisory for complex financial
iIssues that may arise during a transaction. Scott has led due diligence assignments involving
target companies across the U.S. and Canada. His experience also includes software revenue
recognition, complex equity and revenue recognition, and stock compensation.

Scott McKenzie, CPA

Managing Director
smckenzie@bnncpa.com
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Preparing to Sell Your Business

* Who should you be speaking with?
 What needs to be done?
 What Iis a quality of earnings review?
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Time for a polling question!

How many in the audience have spoken with an advisor
regarding a potential sale of your business?

Please take a moment to check in by answering our polling question. This helps us track engagement
for CPE.

The polling question will show on the screen for one minute and then we will resume the slides.

THANK YQOU for your patience while we give everyone the opportunity to respond.

BAKER
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What Will a Buyer be Expecting?

L egal documents.
 Financial documents.
e Tax documents.

e Access to senior management and others
within your organization.
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Time for a polling question!

How many in the audience have had a quality of earnings
report prepared?

Please take a moment to check in by answering our polling question. This helps us track engagement
for CPE.

The polling question will show on the screen for one minute and then we will resume the slides.

THANK YQOU for your patience while we give everyone the opportunity to respond.
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Preparing to Acquire a Business

* Do your due diligence.
e Have your team ready.
 Plan for transition and integration.
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Common Issues Encountered During
Transactions

 Lack of preparation prior to going to the market.
* Not involving advisors early in the process.

e Continuing business as usual.

* Planning for transition and integration.
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Time for a polling question!

If you were approached by a buyer are you prepared to sell
your business?

Please take a moment to check in by answering our polling question. This helps us track engagement
for CPE.

The polling question will show on the screen for one minute and then we will resume the slides.

THANK YQOU for your patience while we give everyone the opportunity to respond.

BAKER

NEWMAN MAINE | MASSACHUSETTS | NEW HAMPSHIRE

NOYES

Transaction Advisory Update 8



Questions?
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Income Tax Accounting Update

Tom Widman, Tax Principal
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Today's Presenter

Tom Widman, CPA, MST

Tax Principal
twidman@bnncpa.com

BAKER

NEWMAN MAINE | MASSACHUSETTS | NEW HAMPSHIRE

NOYES

Income Tax Accounting Update



Discussion Points

Key Tax Provisions of the CARES Act

State Conformity

Valuation Allowance Assessment

Questions
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Key Tax Provisions of Coronavirus Aid, Relief,
and Economic Security Act (“CARES Act”)

* 5 year net operating loss (“NOL”) carryback

Temporary removal of taxable income limitation on NOLs

Temporary increase to business interest deduction

Delay of payment of employer portion of payroll taxes

Technical correction for qualified improvement property

(‘QIP)

» Acceleration of refunds related to Alternative Minimum Tax
(“AMT”) credits
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5 Year NOL Carryback

 The Tax Cuts and Jobs Act (“TCJA”) eliminated the abillity to
carryback NOLs

« The CARES Act reinstates the carryback and also extends ittoa 5
year period for losses incurred in 2018, 2019, and 2020

e Key considerations:
o Tax rate arbitrage
0 Accelerate deductions
o Valuation allowance impact

BAKER
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Delay of Taxable Income Limitation

 The TCJA imposed a limitation on the use of NOLs generated
after 2017 to 80% of taxable income

« The CARES Act removes that limitation for tax years prior to
2021

e Key considerations:
o Valuation allowance impact for fiscal year
ends
o Delay of deductions
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Other Tax Items in CARES Act

Interest Limitation-

o The TCJA created more stringent limitation of interest deductions,
limiting the deduction to 30% of adjusted taxable income.

o0 The CARES Act increased the limitation to 50% of adjusted taxable
Income for tax years 2019 and 2020.

aoe 0eneee

Payroll Tax Deferral- 2021 |

o The CARES Act permits companies to defer ﬁ |
payment of the employer portion of 2020 T e
payroll taxes until 2021 and 2022 T T e
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Other Tax Items in CARES Act

(continued)

QIP Treatment-

o QIP property reverted back to 39 year life property and not eligible for bonus
eprgcigtior%/atthe end of 2017 property g

o0 The CARES Act incorporated a technical correction to reestablish QIP as 15 year
property and eligible for bonus depreciation back to 2018

AMT Credit Refunds-
o The TCJA eliminated AMT for corporate entities and
Instituted a refund system for carryover AMT credits
over an extended périod

o The CARES Act allows for refunds to be claimed for
the full amount of the credit carryforward with the
2019 return
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Time for a polling question!

Which CARES Act provision is most beneficial for your
company?

Please take a moment to check in by answering our polling question. This helps us track engagement
for CPE.

The polling question will show on the screen for one minute and then we will resume the slides.

THANK YOU for your patience while we give everyone the opportunity to respond.
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ASC 740

Timing of Accounting for Enacted Tax Law Changes

T

 ASC 740 requires the effects of changes
In tax rates and laws on deferred tax
balances to be recognized in the period
In which the legislation is enacted
(US income tax laws are considered
enacted on the date the president
signs the legislation)
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State Tax Implications

Act tax changes

o Implications-
— Valuation allowance analysis for state purposes

— Tracking state depreciation basis difference

S — Constant monitoring of state guidance

NEWMAN MAINE | MASSACHUSETTS | NEW HAMPSHIRE

NOYES

e Similar to the TCJA many states do not conform to the CARES

— Tracking of interest limitation deferred for state purposes

l /:

Income Tax Accounting Update
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Valuation Allowance Assessment

Must balance the implications of the positive and negative evidence
3 years of cumulative Income/Loss

4 Sources of taxable income
Carryback ability

Reversal of taxable temporary differences
Tax planning strategies

Future taxable income
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Here’'s another polling question!

Do you think another stimulus bill will be passed before the
end of 20207

Please take a moment to check in by answering our polling question. This helps us track engagement
for CPE.

The polling question will show on the screen for one minute and then we will resume the slides.

THANK YQOU for your patience while we give everyone the opportunity to respond.
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Summary / Additional Thoughts

. Pé?ps\ury IS still releasing regulations around the interpretation of the

e Do not forget about tax when adopting new accounting standards

* Discussed the tax law changes included
with the CARES Act

e Overview of valuation allowance assessment

SUMMRARY
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Questions?

BAKER

NEWMAN MAINE | MASSACHUSETTS | NEW HAMPSHIRE

NOYES

Income Tax Accounting Update

14




	Slide Number 1
	Agenda
	Selected Bigelow and Baker Newman Noyes Shared Clients
	Bigelow Overview
	 Bigelow Shared Purpose
	The Life Arc Of An Entrepreneur Owner-Manager
	Polling Question
	We Help Owners Build and Capture Enterprise Value
	Family Business Considerations
	Who Acquires Or Invests In Private Companies Today?
	Polling Question
	How Should Owners Think About Valuation?
	Polling Question
	The Private Company Market Is Highly Inefficient
	Seller Beware
	6 Things You Can Do Right Now…
	What Time Is It For You?
	What Do Owner-Managers Care About
	Bigelow’s Sample Toolkit: Preparation Pays
	Marco Rubber & Plastics Case Study 
	EOM Resources at Bigelowllc.com



