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Private Equity Roundtable
With so many private equity (PE) firms now aggressively seeking out
quality investment opportunities, we thought it appropriate to
highlight what some of these firms consider when evaluating
prospective investments in privately-owned middle market
companies.
Below are questions we posed to individuals from three firms BCC
Advisers has gotten to know well over the past few years: Patrick
Jensen - Prairie Capital, Chicago, IL; Cary Musech - Tonka Bay
Equity, Minneapolis, MN and Josh Mack - ClearLight Partners,
Newport Beach, CA.

Patrick: The people leading the company are the most important
aspect to our investments. We partner with our management teams,
and often selling shareholders, and place a premium on collaboration
and trust.
Josh: We seek to partner with passionate, knowledgeable
management teams with a clear strategy for growing their companies.
Ideally, we try to invest in companies with highly visible revenue
streams, strong cash flow characteristics, scalable business models,
and limited customer concentration.
Why is now a good time for business owners to consider selling?
Patrick: Companies have many alternatives available to them. From
a 100% sale to a strategic buyer to a majority recapitalization with an
equity group to a debt or minority equity raise - business owners can
customize a solution that meets shareholder and corporate objectives.
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What advantages does your firm bring to a business owner versus
an industry buyer?
Cary: PE firms can be an estate planning tool and provide liquidity
for business owners without buying 100% of the business. Sellers
typically retain 20-40% ownership in the businesses that we invest in.
This enables the owner to stay involved in the business and reap the
rewards of continuing to grow the business.
Josh: By working with a private equity firm like ClearLight, business
owners are afforded the opportunity to diversify what is typically a
large portion of their net worth while retaining a significant ownership
position in their business going forward. This retained ownership
often increases
meaningfully in value
when we exit together
with management in five
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What business
characteristics are most
important to you as you
evaluate a potential
investment?

Cary: PE buyers have piles of cash to spend, interest rates are low
and the banks are lending again. There is a shortage of quality deals
so valuations have increased. Industry buyers are anticipating slow
economic growth and are looking to make acquisitions to grow the
top and bottom lines. These buyers have hoarded cash and are
actively seeking acquisitions.
Josh: We typically do not attempt to time economic cycles with our
investments, as we seek to invest in companies that are not overly
sensitive to fluctuations in the broader economy. Likewise, we advise
people considering a sale of their company to evaluate the decision
based on personal and company-specific circumstances, not overall
market factors.
What should business owners be doing in advance of a sale that you
don't see enough?
Josh: It is important to know and understand your financial and
operating metrics and be able to explain what is driving trends in the
business. In our experience, business owners who possess both a firm
understanding of their company’s financial performance and the
ability to articulate a solid vision for the continued growth and
improvement of the business are well received by the private equity
community.
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2013 M&A Outlook
The strong market activity and deal
friendly M&A environment
experienced in 2012 will continue
and should gain further momentum
for the remainder of 2013. Many
factors impact the overall strength
of the M&A market. We believe
By Steve Jacobs
that three key factors will make
2013 a good year for M&A activity and overall company
valuations. Each of these signal strength in the marketplace
which bodes well for another year of active deal activity.
Private Equity –
Overhang and Limited Investment Horizon
 The amount of capital available for investment was nearly
$400 billion at the end of 2012.
 Many of the private equity funds that comprise the nearly
$400 billion of committed capital were raised before the
recession in 2008. This is significant because typical
private equity funds have five years to invest all of their
committed capital.
 As a result, a large amount of the private equity overhang
will be expiring at the end of 2013. This phenomenon
should make 2013 a robust year for private equity
investment.
Strategic Buyers Flush with Cash
 There has been a significant build up of cash on public &
private company balance sheets across North America.
 The total cash on hand of all S&P 500 companies was
approximately $2 trillion dollars at December 31, 2012.
 With large amounts of cash on hand, anemic organic
growth opportunities and record low interest rates,
companies continue to seek growth by way of acquisition.
U.S. Housing Recovery
 Throughout 2012 the U.S. housing market continued to
show signs of a recovery.
 In 2013 new housing starts are forecast to increase by over
20% from 2012 levels.
 While not directly related to the M&A environment, the
recovery bodes well for many manufacturers of building
products and related materials and will support economic
growth in the U.S.
In summary, BCC is projecting steady, if not increasing deal
flow with more activity from private equity buyout firms and
strategic buyers alike. This will be fueled by the abundance
of private equity capital, companies being flush with cash,
access to leverage at low rates and reasonable terms and a
continuing recovery in the U.S. economy.
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Private Equity Roundtable continued from page 1
Cary: They should continue to invest in their business, including
investing in human capital. Some business owners go into a “harvest
mode” prior to selling. This could impact the valuation. Also, business
owners should hire competent accounting, legal and other advisors to help
them prepare for a sale.
Patrick: Owners need to get prepared to sell their business. Should the
business owner want to talk to a couple of groups or 100 potential parties,
being prepared with the financial, business and industry due diligence
material will reduce the headache that often occurs at the end of a
transaction process.
Along those same lines, what common mistakes do you see business
owners making when preparing for a sale and/or going to market?
Cary: Sellers must present a viable growth strategy and have already
proven that it works. Also, most business owners underestimate how long
it will take to build a data room full of the necessary due diligence
information and how long it will take to complete a transaction.
Patrick: Depending on the goals and objectives of the business owner, it
is critical that the business owners have a real understanding of their new
partner. During a sell side process, the momentum of a process often
overshadows the real questions that owners need to get comfortable with:
"What is this buyer or partner really like? How do they operate when
things go well or not so well? Who are the people involved? Do I like
them?"
What else would you like to share with business owners preparing for
sale?
Cary: Perform due diligence on your business the way a buyer would.
This will reduce the possibility of an adverse finding by the buyer which
may impact value.
Josh: We encourage people to select a private equity firm that meshes
well with their company’s culture. Our partnerships are five to seven
years in duration and we work closely with the management teams of our
portfolio companies. We view these partnerships as long-term in nature
and encourage business owners
who are considering partnering
with us to do the same.
Despite the notion that
investors are often industry
driven, we are finding that the
Midwest region is also an
attractive market for private
equity firms across the
country. Professional buyers
are looking for great
companies, not great
industries. That’s good news
for all owners of quality,
privately-owned Midwestbased businesses looking for
private equity assistance.

An Electric Legacy
What do the Simon Estes
Amphitheater, the
Masonic Temple, and the
Super Target in West Des
Moines have in
common? The electrical
contractor for each was
ABC - Electrical Contractors, LLC. ABC
has been serving central Iowa with highquality electrical contracting services for
over 50 years. And though the company has
recently undergone a change in ownership,
the same expert electricians continue to
serve commercial, industrial, and residential
customers alike with their electrical and
voice & data cabling projects.

Constructing a transaction to provide the
current owner reasonable terms and selling
price while meeting the desires of the new
employee owners can be challenging,
particularly when multiple parties with
varied expectations are involved. After
many hours of negotiations and some
creative structuring, BCC was able to assist
Mr. Ward, the employee management team
and the adviser teams (attorneys and
accountants) in executing a transaction that
all parties felt good about.

continuity in providing a high-quality
service to customers within the communities
we serve. There comes a time when it
makes sense to let trusted employees who
have helped build the business take the reins
and move the company forward. It has
always been my intention to provide ABC
employees an opportunity to become
owners."

Leroy Clair, President of the newly named
ABC Electrical Services, LLC, commented,
“Our team of loyal ABC employees is very
Mr. Ward stated, "BCC and my team were
pleased to continue the strong tradition of
instrumental in helping me navigate through providing diversified electrical services in
this entire process. With the multitude of
our markets and meeting the needs of our
complex issues involved, I have my doubts customers.”
BCC advised owner Dave Ward on the sale as to whether a transaction could have been
of his business to a select group of long time completed without the experienced
Tim Gerald, Vice President of ABC, stated,
ABC employees. Though a sale to
leadership of Steve Jacobs and my team. It “The new organization will continue with a
competent, experienced and dedicated
certainly would have taken much longer and passion to deliver innovative services
employees sounds like an easy “win/win”
at a much greater opportunity cost had BCC creating the greatest value for our customers
transaction, the process is usually complex. not been involved."
through quality of services, cost control, and
project management leading to customer
Factors to carefully consider when selling a Mr. Ward viewed the transfer of ownership satisfaction.”
business to employees include:
as a fitting conclusion to his 50 plus year
legacy. With an opportunity to hand over
In a service industry, people providing the
 Which employees should be considered? his "baby" to people he's grown to know and service (your employees) are your most
 What is the source of capital for the
trust, he was able to reward loyal employees important asset. When you are ready to
purchase?
while remaining confident the business and make an exit but want to continue the legacy
 How do you balance the need to receive a ABC's customers are in good hands going
you took years to create, keeping your best
fair price with the desire to reward
forward.
assets in place may be your most
employees who have contributed to the
advantageous strategy. An experienced
business’ success?
Mr. Ward reflected, "After 54 years of
M&A adviser can help you accomplish this
 How should liabilities be transferred,
building my electrical contracting business
successfully.
while minimizing future risk?
into a successful enterprise, selling to my
 What is the best way to transition
employees will not only facilitate my
operational control?
retirement, but more importantly provide

If you are interested in learning
more about opportunities available
in the food, agribusiness,
manufacturing and other sectors
of the market, please give us a call.

866-787-8019
www.bccadvisers.com
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U.S. Agribusiness

on the dotted line
Some Recent BCC Advisers Transactions:

The diverse U.S. agriculture industry
continues to undergo fundamental changes
which have attracted more corporate
and financial capital interest than at any
time in its history. The industry is
vast: agribusiness services, food and
supplies wholesaling, oil, grain and
packaged food manufacturing, crop
farming, animal farming, agricultural
machinery manufacturing and fertilizer and
pesticide manufacturing representing over 2.3 million
businesses nationally with $2.4
trillion in sales and growing.

Advised a Midwest electrical contracting services company
on a management buyout transaction.
Advised a Midwest manufacturing and retail company
in refinancing working capital funding.
Prepared a fairness opinion regarding the sale of
an ethanol plant.

The rising trend of vertical integration is
contributing to the overall profitability of the industry
as corporations expand across a broader spectrum of the
U.S. food supply chain. By investing in all segments of the supply
chain from farmland to processing and consumer distribution,
corporate ownership is becoming the accepted business model for
agriculture today. The net effect of this model contributes to greater
yield, efficiency, trade and wholesaling, processing and distribution
across the entire food chain.
The concentration for agribusiness in the U.S. remains in the
cropping areas of the Midwest, followed by the states of California
and Texas. Family farms still account for 90% of all farms but
consolidation with greater production acreage is on the rise, as
economies of scale are now recognized by producers as a necessary,
shifting focus from production to profits.
Economics for agriculture are transforming capital availability in
today’s market. Historically, private equity firms did not understand
agriculture and businesses near the farm gate, but this is changing
along with the ever increasing global demands for food and biofuels.
Private equity backed businesses in this arena are surfacing, proving
that equity returns exist for unique business operations. As
agribusiness operations grow, corporate buyers are increasingly
seeking new profit generating business to acquire to advance
technology or offer new products to distribute.

Prepared a fair value purchase price allocation of an
agriculture equipment manufacturer
for financial statement reporting purposes.
Prepared a fairness opinion regarding the purchase of shares
of a Midwest construction company by an ESOP.
Prepared a fair market valuation of a distribution company
for ownership transfer.

The changing dynamics for the industry give agriculture related
businesses unique opportunities for expansion in the U.S. food
supply chain. Business owners must rely on trusted advisers for help
in developing and navigating their growth strategy, or raising capital
when they need to sustain their focus on day to day operations.
BCC Advisers is in an excellent position to assist agricultural
businesses with their investment banking needs, having added
national expertise in the agribusiness and food sectors to our
investment banking practice, together with our increasing activity
providing M&A and valuation services in the biofuels sector.

For mergers and acquisitions, contact Steve Jacobs, Paul McGarvey, Brad Harse or Tom Cavanagh. For valuations, contact Al Ryerson, Greg Weber or Jim Nalley.
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