How successfully leveraging the elements of Mergers & Acquisitions will improve your transaction

MAKE YOUR ACQUISITION A CAUSE

MERGERS & ACQUISITIONS
FIRST THINGS FIRST

Maximizing Shareholder Value Through A
Professionally Managed M&A Process

Be Acquired. Don’t Be For Sale
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FORWARD
We are ALIGNMT – a leading provider of business consulting, investor relations
and Mergers & Acquisitions. We are experts in strategy, finance and
operations and are passionate about helping businesses succeed. Our clients rely
on ALIGNMT to assess risk, support financial, investment and marketing
decisions, and improve business performance in their daily operations.
We have the opportunity to drive innovation, cultivate insights and build unique
solutions for our clients. We take pride in our strengths and believe in cultivating
an atmosphere that supports and values our greatest asset: talent.
ALIGNMT LLC is not a broker/dealer, Finra or SIPC member firm and does not, in
any way, shape or form, engage in securities transactions...period. ALIGNMT
complies in every way with the SEC's M&A Broker rules, which can be found
here, when engaging in Mergers & Acquisitions related work.
If you want to sell securities, get a registered Finra member.
We are not lawyers either. If you want legal advice, get a lawyer.
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What will make you successful? How will you compete to get
there?
Is your vision clear to you? Is your message clear to others?
Are you using a strategy to achieve your vision? How do you build
your personal brand over time? How do you enhance and protect
your brand and personal image?
How can you leverage technology to help achieve your goals?
Are you asking the right questions that will help your business
become successful?

Your transaction is important to you. It is equally
important to us. You face unique challenges—
challenges that require specialized experience,
senior level attention, and proven judgment.
Our Expertise
ALIGNMT professionals assist owners of
privately held companies in the sale of their
businesses, and work with large private and
public corporations in negotiating acquisitions
and divestitures
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MAKE YOUR ACQUISITION
A CAUSE
Creating Opportunities To Be Acquired at Maximum Value
Is the future more motivating than the past?

© ALIGNMT LLC 2012-2019
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When asked what their long-term goals were for their
companies, here’s how surveyed1 CEOs responded

EXIT
STRATEGY

Don't Know, 8%

Stay Private, 19%

Acquisition, 56%

IPO, 17%

Build Value to Improve Your Options

1.

WHAT’S THE MOST
REALISTIC LONGTERM GOAL FOR YOUR
COMPANY?

Most envision selling
their business as the
priority transition goal

Source: Business Insider Survey
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STRATEGIC ALTERNATIVES CREATE VALUE
Think about it. You always choose the most attractive alternative when making business decisions. Don’t you?

To reach your goals, you
have to take risks, develop
constructive routines and
make time to listen, learn
and reflect

Goals

Creating relevant, viable
options means you have
different paths to take into
the future, all with different
risks and rewards

Options

Is your top priority to be
acquired?
Awareness changes
everything

Priorities
© ALIGNMT LLC 2012-2019
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WHAT MAKES A STRONG ACQUISITION
TARGET? THE FUTURE

Products /
Services
•
•
•
•

Proprietary
Competitive
Defensible
Evolving

Market
Environment
•
•
•
•

Growing
Competitive
Demand Driven
Significant

Organization
•
•
•
•

Passionate
Talented
Organized
Relevant
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BE ACQUIRED, DON’T BE FOR SALE
If you want your business to be acquired by the best buyer at its maximum possible value, adopt these five vital principles
Be Your Best

Understand Valuation

Button up every aspect of your business to build sustainable revenue growth and quality of earnings

Gain expert knowledge of all the internal and external variables that are relevant to your business, industry
and M&A environment, and know how they impact the value equation

Be Relevant

Present yourself with unquestionably professional, relevant and accurate materials that describe
everything great about your business, its products, services, people and unique positioning for a great,
profitable and meaningful future

Take Charge

Run a tight process bringing the most relevant and viable buyers to the table and keep them on schedule
with clear expectations, timely and precise communications and absolute confidentiality

Be Acquired

Make a truly informed decision, there’s no going back. The M&A process takes time, it’s complicated and
requires extreme attention to details—it’s intended to result in a successful transaction for both parties.
When a buyer invests their time and money to submit a viable acquisition offer, take it seriously. If you
pass, it’s probably gone for good.
© ALIGNMT LLC 2012-2019
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Historical
financial
trends and
business
outlook

Market
Relevance

Defensible
competitive
advantages

Size and
growth
potential in
markets
served

Market share

Diversity and
stability of
revenue

Quality and
depth of
management
team

The fair market value of a business is the price a willing buyer will pay a willing seller in
an arm’s length transaction where both parties are duly informed of the relevant facts

APPROACH & ELEMENTS OF VALUE
© ALIGNMT LLC 2012-2019
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SYNERGY CAPTURE ON THE RISE
Many industries have experienced strong value appreciation by realizing robust synergies through M&A deals
with well-positioned target companies

VALUE is determined by the MARKET

Identify Synergies

Quantify Value

Achieve Results

M&A synergy capture is on the rise, creating
accelerated revenue, market share grab and
profit maximizing opportunities

Attraction to business models with strong
growth potential, large market opportunities,
recurring revenue and scalability.

Acquisitions build scale and capabilities for
larger, more diversified entities

© ALIGNMT LLC 2012-2019
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M&A VALUATION: THE SPECTRUM
Value can be affected dramatically by many nonfinancial factors, including:
■ Synergies created by combining entities
■ Market share potential

Target’s
Stand Alone
Assets
Minimum Value

Target’s
Intangible
Assets

Target with
Potential
Synergies

Synergy
Benefit to
Buyer

Maximum Value

Value
Realizing
Target
Synergies

■ Brand recognition and reputation
■ Quality and depth of management team
■ Future viability of tangible and intangible assets
© ALIGNMT LLC 2012-2019
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IS YOUR COMPANY A STRONG ACQUISITION
TARGET?
Does your business
have inherently
valuable synergies
that would benefit
other players in your
immediate space or
for a vertically
integrated business?

What is your
motivation to be
acquired?
Operations

Strategy

Finance

Make your
acquisition a
cause!
© ALIGNMT LLC 2012-2019
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THE DEAL
MAKER?
VALUATION

© ALIGNMT LLC 2012-2019
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UNDERSTAND VALUATION
Typically used by strategic buyers

DCF

CCA

Description

Value Drivers

•
•
•
•

Typically used by financial buyers

CTA

LBO

Discounted Cash
Flow Analysis

Comparable
Company Analysis

Comparable
Transaction Analysis

Leveraged Buyout
Analysis

Valuation based on
the discounted free
cash flows of the
company over the
period generating
abnormal returns

Valuation based on
the main trading
multiples of
comparable (listed)
companies

Valuation based on
the main multiples
of recent and
relevant comparable
transactions

Valuation based on
IRR calculations
assuming a certain
(LBO) debt package
available

• Historical transactions
• Focus on sales / EBITDA
multiples
• Often control premium
or synergies included

• EBITDA growth (organic
/ acquisitive)
• Financing
• Entry / exit multiples

EBITDA growth
NWC/Capex need
ROIC vs WACC
Competitive advantage
period

• P/E or PEG ratio
• Sales / EBIT(DA) focus
• No control premium or
synergies in multiples
• FY0/FY1/FY2

© ALIGNMT LLC 2012-2019
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TRANSACTION OPTIONS
Trade Sale
•Bilateral
•Limited Auction
•Full Auction

Joint Venture / Alliance /Merger
•Complementing geography or subsectors
•Equal size

IPO
•Sizeable deals (Intertek, BV)
•Brings visibility, access equity capital markets

Secondary (MBO / LBO)
•Popular sector for financial sponsors due to specific value drivers
•More limited benefit from leverage
© ALIGNMT LLC 2012-2019
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STRATEGIC V. FINANCIAL BUYERS
Financial Buyers

Pros

Strategic Buyers


Tend to be able to pay a higher acquisition price because of revenue or
cost-based synergies



More experienced in M&A processes, as buying and selling companies is
their business



Can move more quickly in due diligence because they have industry
expertise



Unlikely to waste time in the process, in general no motive to prolong
process – e.g. to gain access to commercially sensitive information



May be able to pay cash or equity and have little need or risk of raising
debt



If already invested in the sector – may be able to act as a strategic buyer



May put a new management team in place that can help with various
management issues



Have capital to invest – recent lack of opportunities mean that
increasingly PE investors have funds available

Have multiple considerations when buying a company, whereas financial
buyers are purely focused on return on investments (IRR and money
multiple)

x

May lack synergies resulting in lower price

x

x

May have a more complex internal governance review processes

May have much shorter investment horizon, possibly leading to short term
(3-5yrs) strategic decisions

x

May lack experience in M&A, this could delay execution process

x

If first investment in relevant sector, may take time post acquisition to
understand the business thoroughly

x

If existing management is not strong, might be replaced by PE’s own
management team – may lead to substantial initial dislocation internally

x

May use substantial debt leverage, need for strong financial discipline

Cons

x

© ALIGNMT LLC 2012-2019
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RISK AND VALUE EVOLUTION

THE LONGER A BUSINESS SURVIVES AND THE MORE SUCCESS IT ACHIEVES MITIGATE AGAINST
PERCEIVED FUTURE UNCERTAINTY AND RISK, BUILDING VALUE EVERY STEP OF THE WAY

Discount Rate

70%

Seed
Window

Venture Capital Window

M&A Window

Public
Market
Window

25

20

60%
15
50%
10
40%

Valuation Multiple

80%

5

30%

0

20%
Start Up

Early Stage

Traction Stage

Growth Stage

Maturity Stage

IPO
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In relative valuation, the value of an asset is compared to the
values assessed by the market for similar or comparable assets
To do relative valuation:

THE ESSENCE
OF RELATIVE
VALUATION

1)

We need to identify comparable assets and obtain market
values for these assets

2)

Convert these market values into standardized values, since
the absolute prices cannot be compared This process of
standardizing creates price multiples

3)

Compare the standardized value or multiple for the asset
being analyzed to the standardized values for comparable
asset, controlling for any differences between the firms that
might affect the multiple, to judge whether the asset is under
or over valued

© ALIGNMT LLC 2012-2019
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WHEN IT’S TIME

All business owners will exit at some
time, whether via selling, transitioning
out or a succession plan.
Want to maximize value when it’s time
for your acquisition?
© ALIGNMT LLC 2012-2019
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You’re ready to sell your business?
You need to know what matters and
what doesn’t matter when it comes
time to begin the process.

TIME FOR STRATEGIC
ALTERNATIVES?

Yes, it’s a process that when run
expertly will result in the opportunity to
sell to the best buyer for the highest
value.
There are no shortcuts. The valuation
equation is complicated and everything
about your business matters.
Be acquired. Don’t be for sale.

© ALIGNMT LLC 2012-2019
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QUALIFICATIONS
ALIGNMT management has advised around 450 companies in driving change efforts within growth
and competitive strategy, margin and performance improvement, mergers and acquisitions, and
financial communications
We’ve created thousands of custom financial models, valuations, business plans, pitch decks,
confidential information memoranda, management presentations and every other imaginable
business document, presentation, analysis and report
Our professionals have helped buyers and sellers transact around 30 M&A deals* with an aggregate
value near $500 million
We have relevant experience in a handful of industry verticals including technology, services,
manufacturing, consumer, transportation and healthcare
* Transactions often involve consolidations or multiple entities being acquired
© ALIGNMT LLC 2012-2019
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TRANSACTION EXPERIENCE
Seller

Buyer

Value

Industry

Union Investor Relations LLC

ALIGNMT LLC

Not Disclosed

Business Services

UT Air—2 Airbus A321 Aircraft

Airway Lease Corp.

$120 million

Transportation

Alfa Alfa

Palace Entertainment

$50 million

Family Entertainment

Malibu Entertainment

Palace Entertainment

$35 million

Family Entertainment

Rose & Kindell

Hunstworth PLC

Not Disclosed

Business Services

Holt Value Associates

Credit Suisse First Boston

$110 million

Enterprise Software

AOP Industries Inc.

Precision Castparts Corp.

Not Disclosed

Industrial Machinery

Epmar Corp.

Quaker Chemical Corp.

Not Disclosed

Specialty Chemicals

Super PC Memory Inc.

Cambex Corporation

$7.5 million

Electronic Components

© ALIGNMT LLC 2012-2019
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TRANSACTION EXPERIENCE (CONT’D)
Seller

Buyer

Value

Industry

Harden Industries

Fisher Manufacturing

$6.0 million

Consumer Products

Robinson Construction Co. Inc.

Granite Construction Co. Inc.

$16.0 million

Building Products

Precision Pump and Machine Inc.

KSB Group

Not Disclosed

Industrial Machinery

Micro Pulse

Andrew Corp.

$27.5 million

Communications Equip.

Trans Western Materials

Tri-Valley Corp.

$5.0 million

Industrial Minerals

D&D Associates

Hooper Holmes Inc.

$38.6 million

Healthcare Services

Integrated Marketing Concepts, Inc.

PAREXEL International

Not Disclosed

Life Sciences Services

Omatic LLC

Private Syndicate

Not Disclosed

Consumer Products
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CONTACT
Purpose. Meaning. Progress. Achievement. These are my motivations in
business and life.
I help businesses align their goals, resources, challenges and
imperfections by defining and pursuing paths to success. My M&A,
management consulting and entrepreneurial experience combine to help
companies that struggle to reach their growth, productivity and efficiency
objectives.
Whether it’s strategy, finance, operations or strategic issues within an
organization, getting to the core dysfunctions, distractions and inhibitors
and conveying simply and accurately the most viable value proposition is
essential. That's where I come in.

Ian Shanno | Managing Director
is@alignmt.com

If you need help defining your business goals, crafting an effective strategy
to pursue these goals and managing the ongoing financial and operational
elements, we should talk. I've advised or supported over 400 companies in
my time.

www.linkedin.com/in/ianshanno

If you want to sell a business, it must have value in the eyes of a buyer.
Value is the result of careful planning, precise execution and luck, usually
over the long-term.

www.twitter.com/ianashanno

If I can't be of service to you directly, I may know others who can meet
your needs. Building lasting, valued relationships is fundamental to
establishing trust and reliability.

www.facebook.com/ian.shanno
alignmt.com/blog
+1 (858) 345-7720
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