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Valuatiom Considerations fotdiransacHolisS N <

2023 Thus FariinithellES

ADeal valuations figll damaticailly, yetHuvee abboveyiyiemal
downturn trough

A Central Inawiks rsisatllimtesss raadas

A Low unemployment naties aizlengessaneasetciarsyhikile
layoffs accelerated im b g ttadhaacfiinametah keerioess

Alnflation slowed, yett praditts
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Valuation Considdrations foidiransactonsns

2023 Thus FariinithellES
ADealmakers struggie to gigttdiedsddaee

APrivate equity exittshave diried! up anticoopoesttcdiivsttiives s
have slowetl

A Condiitions wagyHyyinddestyy
ADeals Inawe paissel boutleaA /e e dsiastodvaver
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The Pittsburgh Marketiin2023
AYTIDJdishhbddhaminesssefd. 8% % tongragassan YT 2D22D2]

AJuly 2023 saw muttenmarttiyttcansetiooss:
¢ Continuim Equity Partners

¢ Gray Matters Systems LLC
¢ Nortap Technology Inc.
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M&A Transactionswith IEVoof:$10 40 $500miillion
AQ1 of 2023 saw lhiigins ((multijplies) santl dovs ddablololege)
A Q2 proviist! | bowesinddedvuhlmeaaddialtipss

All Transactions 21 202 1Q 22 2Q22 3Q22 4Q 22 1Q23 2Q23
# of Deals 81 193 99 76 75 78 78 57
TEV/EBITDA 7.6X% 7.8% 7.7% 7.4% 8.2x 6.9x 7.7% 6.4x%

Total Debt/EBITDA* 3.9x 4.0x 4.0x 4.1x 4.0x  3.9x 3.9x 3.7x

Senior Debt/EBITDA* 3.3x 3.3x 3.2x 3.2X 3.3x 3.2X 3.1x 3.1x

*Presented as rolling 4-quarter averages.
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M&A Transactionswith IEVo6f$1040 $500million
AMultiples by mmlmwmmewwﬁﬂ@&w

TOTAL ENTERPRISE VALUE/EBITDA B source: o oum s aco cons

2003 ™H
TEV -2018 2019 2020 2021 2022 2023 Total N =

10-25 6.0 6.1 5.9 6.1 6.5 5.7 5.9 663
25-50 6.9 7.0 6.7 7.2 71 71 6.7 580
50-100 8.9 7.5 8.0 8.3 8.5 77 77 399
100-500 9.0 9.3 8.9 9.7 9.4 LT 8.7 303

Total 7.3 71 7.0 7.6 7.6 7.2 6.8

N = 307 335 341 499 328 135 1945

Please note that N for 2003-18 encompasses 14 years of activity.
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M&A Transactionswith IEVoof:$1040 $500miillion
A Buyers axjjustting disatéernssiinf fligpnmaakietts
Alndemnification caps sumgEtlimtteeffisst@Smuontissod 220238
c2Ad] AAOE] € AAdAl 0 A0d oAaeEl ¢ ]|
erosion in target company financials

AValues diadiinaticondéeddsvititbat tep @ ad dvaranatytinisaraece

A Challlengjimg) dititrmeriiett Iemtittornwoecddeddyeqqlrngg a
bridge mechamism i@ sselErffnedhzpod caainotis
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M&A Transactionswith IEVoofi$1040 $500miillion
Alndemnification caps swaningimssnaditardiedds

INDEMNIFICATION CAP—% OF TOTAL ENTERPRISE VALUE [ sovrce or onm oo sco conpary

H

TEV 2018 2019 2020 2021 2022 2023 Total N =

10-25 21.3% 13.1% 22.8% 16.9% 18.7% 25.6% 191% 444

25-50 14.2% 11.6% 13.4% 15.4% 12.9% 15.7% 13.7% 331

50-100 7.5% 11.2% 8.9% 8.8% 9.6% 21.9% 9.9% 205

100-500 4.8% 3.4% 5.8% 10.0% 7.5% 1.8% 6.7% 105

Total 14.9% 11.4% 16.1% 14.1% 14.2% 21.3% 14.5%

N = 205 210 195 249 165 61 1085
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M&A Transactionswith IEVoofi$1040 $500miillion
Alndemnification Periods Imoesasingin22323

INDEMNIFICATION PERIOD—MONTHS BBR source: o oama an acc company
H
TEV 2018 2019 2020 2021 2022 2023 Total N =
10-25 19.8 18.3 18.8 201 20.2 22.0 19.6 444
25-50 19.4 17.3 22.7 21.3 19.6 27.2 20.3 331
50-100 17.7 18.0 19.2 21.0 20.0 23.5 19.4 205
100-500 21.9 19.7 19.8 19.0 317 14.0 21.8 105
Total 19.5 18.0 201 20.4 21.3 E 20.0
N = 205 210 195 249 165 61 1085
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M&A Transactionswith IEVoofi$1040 $500miillion
A Esaow/Holdback Reimiisaaed bagtitbeingg

ESCROW/HOLDBACK PERIOD—MONTHS B8 source: o oara an acc company
™
TEV 2018 2019 2020 2021 2022 2023 Total N =
10-25 16.9 14.0 17.2 16.2 161 14.9 16.0 424
25-50 16.4 16.1 14.8 15.4 14.7 16.4 15.6 337
50-100 16.4 15.3 14.9 12.9 13.4 14.0 14.5 213
100-250 15.6 171 121 14.0 13.3 16.0 14.6 13
Total 16.5 15.3 15.6 15.0 14.9 15.2 15.4
N = 208 217 169 254 180 59 1087
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Top Industries for Transaction Activity
ATechmsllsgyy meeliia catéerdhinmeai badctoommuiiatibass

¢ Impacted by recent economiatagnation,causing a decline in aavertising
revenue

ABanking

¢ Recovering from shock waves associated with collapses of Silicon Valley
Bank, Signature Bank and First Republic Bank

AHealth care
¢ Strong supply of customers and potential for technology transformation
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Industries ForecastettoHave Slowest IRate-0f\M&A\Activity
ANon-profit/girer education

AHospitality and restaurantts

ATranspartistion, lsgitiss weaetbasisigg ad didistbibtition
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Impact on Valuation
AFundamental Vi lustion Equation

Value= Economic Benelfit of Ownership- Required Rate of Return

Alternatively illustrated as

Value= Earnings Stream x Market Based Multiple
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Impact on Valuation
A Exprectiat| RevediitSSteaam

C Future expected revenue generated by the business

¢ Associated operating expenses required to generate the future revenue

¢ Necessary investments in the form of capital expenditures and
incremental working capital requirements
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Impact on Valuation
A Exprectiat| RevediitSSteaam

¢ /nflation
A Cost of materials

A Cost of labor (wages as well as the cost of recruiting and hiring)

C Supply Chain
A Increased cost of goods (direct materials, freight, etc.)
A Delayed lead times (especially internationally)
A Slower revenue generation and recognition
A Scarcity of resources (equipment, inventory, materials)
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Impact on Valuation

ARequired Ratte offfRetm
¢ Buyer specific risk analysis

¢ /nverse relationship to value
¢ Influenced by

A Perceived risk inherent within investment opportunity
A Rates of return on investment alternatives
A Resultant risk/reward dynamics and pricing
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Impact on Valuation
ARequired Rstte aff fiRetum

¢ Changes in interest rates will impact the potential return on
Investment alternatives

A As rates rise, investment alternatives become more attractive

A The threshold for required return on an equity investment increases as rates
of return for alternatives increases

¢ Lending environment
A Financing acquisitions has become more costly
A shift in deal structure in recognition of impact on valuation
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Impact on Valuation
ARequired Rastte aff FR@tmM
¢ Sensitivity of the DiscountRate/Required Rate of Return

Discount Rate

26.0% 25.0% 24.0% 23.0% 22.0% 21.0% 20.0%
Indicated Value $4,348 $4,545 $4,762 $5,000 $5,263 $5,556 $5,882
Implied Multiple 4.3x% 4.5x 4.8x 5.0x 5.3x 5.6x 5.9x
% From Base -13.0% -9.1% -4.8% 0.0% 5.3% 11.1% 17.6%

Assumptions: Cash Flow = $1,000; Growth Rate = 3.0%
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Impact on Valuation
AMarket Multiples

¢ Provide a marketbased indication of how risks are priced by investors
on the open market

¢ Interrelated with the required rate of return

C Measured as a resultant calculation in a disclosed transaction
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Impact on Valuation

AMarket Multiples
¢ /n volatile times, focus should be on most recent transactions

¢ Longer period of analysis can lead to indicated multiples that do not
adequately incorporate currentmarket conaditions

¢ Changes in market multiples are likely to follow impacts on interest
rates and the required rate of return (inverse relationship)
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Impact on Valuation
A E .
C Interest Rates
A Fed shows no sign of decreasing rates
A still low considering historical levels

A Elevated compared to most recent history
AWhat will be the 6new normal 6

¢ I/nflation
A Easing but damage has been done
A Historical results may not be representative of future results
A Ability of business to pass cost increases through to customers
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Impact on Valuation
A Expettations
¢ Labor Market

AlIf labor market remains tight and expensive, employers may look to automation
A Automation may be higher upfront cost with longer-term benefits

¢ OtherFactors
AWorldwide geopolitical landscape
A 2024 Presidential election
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On the Horizon
AM&A Activity
¢ Level of activity is difficult to predict

¢ Conflicting macroeconomic drivers and opinions
¢ Worldwide geopolitical uncertainty

¢ Varying levels of risk tolerance
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On theliHorizon
AM&A Activity
¢ Abundanceof dry powder

¢ Strong balancesheets

¢ Buyersable to be more selective
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On the Hotizon
AM&A Activity

¢ Creativedeal structures will continue

¢ Alternative ways to match buyer and seller desires

¢ Earnouts, equity incentives, etc. incentivize sellers to contribute to
continuity and performance
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On the IHotizon
AM&A Activity

¢ Technologicalincorporation and acquisition will continue

C /ncorporation of Al and investment in Al focuse@ntities

¢ ESQocused investments
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On the Hotizon
AValuation

¢ Slight stabilization of major factors impacting valuation

¢ /nflation has begun to ease
¢ Lending environment will continue to impact financing costs
C Supply chain issues remain

¢ Labor markets remaintight
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On the Hotizon
AValuation

¢ Aslending rate environment calms, multiples shouldstabilize

¢ Companieshave adjusted prices to offseinflation
¢ Customertolerarice to price aajustments Is betternderstood

¢ Asearnings steady, perceived risk of volatility eases
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Pleaseccoiniact iee presenterd iduattiyvwviih qeasions:

Melissa Bizyak Brad Maitthews
bizyak@gyf.com bmatthews@gyf.com
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