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From: David Bonrouhi at Calabasas Capital <david@calabasascapital.ccsend.com> on
behalf of David Bonrouhi at Calabasas Capital <david@calabasascapital.com>

Sent: Sunday, May 27, 2012 11:46 AM

To: David Bonrouhi

Subject: Calabasas Capital 1st Quarter 2012 Market Update

You're receiving this email because of your relationship with Calabasas Capital. Please confirm your continued interest in
receiving email from us. To ensure that you continue to receive emails from us, add david@calabasascapital.com to your address
book today.

You may unsubscribe if you no longer wish to receive our emails.

Dear David,

I hope you enjoy our latest market update as well as a view on growth vs. taxes.

Calabasas Capital believes that any business owners considering a sale within the next two
to three years should consider pursuing a transaction in 2012 since according to many
experts the tax on capital gains may increase in 2013 from 15% to 23.8% (including the
healthcare tax). The following table demonstrates that a company would need to
confidently be anticipating at least 21.5% percent annual growth to justify waiting to sell
(see Alternative 3, which shows no difference in after-tax value of selling now as opposed
to 2014 with fast growth). For more typical companies experiencing growth of say 8%,
however, Sellers would see a 21% loss in value by waiting to sell (see Alternative 2).

Klow Growrth Fast Growth

Allemmative 1: Adlernalive 23 Allernalive 3z

Scll Business Scll Busincss Sell Business
& i milfions in 2012 in 2014 in 2014

8 Adnanal Growil 21.5% Annual Growih
Expected EBITIYA $4.0 $4.7 $5.9
% Hake Multiple FAx F.0x Fx

Linplied Coterprise Vahae $25.0 5327 $11.3
Fsatimated Fees & Fxpenses (k1.0 (%1.1) (F1.4»
Vale 1o Scller Belore Tax $£27.0 $31.5 $39.9
Cupital CGames "L'ax 15.0% 23 8% 23.8%
Vahe to Seller After Tax £23.0 $24.0 $30.4
Net Present Valee 1o Scller 15% £23.0 5182 $23.40
[nerease (1eereasc) m Valu ($) = ($4.8) $0.0
Increase (Mecrease) in Vahe (Ya) - -21% 0%

Clearly taxes are not the only consideration when determining the optimal time of sale.
There are too many other factors, many more important than taxes admittedly, to list them

file:///Users/qiuhuang1/Dropbox/Calabasas%20Capital/html/2012_5_May%?20Calabasas%20Capital %201st%20Quarter%202012%20Market%20Update %20&%20G... 1/4


http://visitor.constantcontact.com/do?p=un&mse=0017aa0wUARcS4mkJ7VCLqqcZSbLvjNcFMV0xBiNwRuy_SFAcQEZI6wYg%3D%3D&t=001DuDr5kg9G-RN_LsS0_ZUug%3D%3D&l=001FCSs65SMrsI%3D&id=001b-xBWU3VMkeQckcw1bhCNhog5266UXcK&llr=ylwgbvcab
mailto:david@calabasascapital.com
http://visitor.r20.constantcontact.com/c.jsp?llr=ylwgbvcab&tn=001DuDr5kg9G-SzXqVwEL85m5i1w0wRjlbPHaVaI9_2y0uMS52YgjLDZfsKzfOjZpj2YIXPzUXL0jQ%3D&m=1102365022584&wl=F&id=preview

7/9/2015

2012_5_May Calabasas Capital 1st Quarter 2012 Market Update & Growth vs. Taxes.htm

here. However, suffice it to say that in our opinion it is better to sell when a company's
performance is improving as opposed to flat or declining so if the past two years have been
strong growth years as they have for many companies we've seen, this year would be a
good time to consider a transaction.

M&A Market Update:

e According to Capital IQ, mid-market M&A market activity softened considerably in
the first quarter of 2012, with deal volume down 14% year over year.
o In spite of significant potential tax increases, relatively high valuations and
abundant capital, it appears that at least as of 1Q2012, sellers continued to take
a cautious attitude in approaching a company sale.
o However, most market participants expect a pickup in the middle of the year
and Calabasas Capital itself has in fact seen a dramatic increase in new
business activity in April and May.
Total U.S. M&A Deal Volume and Value (1Q 2009 - 1Q 2012)*
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Middle Market Deal Valuations:
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e According to GF Data, middle market valuations have returned to pre-recession
levels primarily due to the scarcity in supply of high quality, high growth companies
on the market relative to the insatiable demand from both strategic and financial
buyers.

o Specifically, transactions with valuations of $50 million or more have bounced

back quickly, and in a lower transaction volume environment, are seeing their
valuations bid up by buyers.
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o Transactions with valuations below $50 million, because of the more limited

access to capital, have not quite reached the pre-recession valuation levels,
however:
= As we've seen in our own deal flow, those with strong growth rates and
high margins are in fact getting valuations similar to those in 2007; and
= Private equity groups that normally don't play at this lower end of the
market are reaching down to bid up companies below the $50 million
level causing an increase in valuations.

Total Enterprise Value / EBITDA by Deal Size (2007 - 2011)*
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Calabasas Capital, LLC is a boutique financial advisory firm providing the following
investment banking services primarily to lower-middle-market privately-held companies,
business owners and entrepreneurs:

¢ Sell-Side and Buy-Side Mergers & Acquisitions

e Private Equity & Debt Capital Raising

e Acquisition Financing

¢ Financial Restructuring

e Late-stage Venture Capital Raising

e Sales of non-core assets/divisions of larger public and private companies
Our principals have significant investment banking and private equity experience working
with companies in a broad range of manufacturing and services industries with particular
expertise in consumer products and services (food, apparel, footwear, electronics,
household goods), retail (including restaurant chains), business services (online and offline,
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including financial, marketing, and building maintenance, digital and traditional media,
telecom, technology (eCommerce, software, IT services) and industrial manufacturing and
distribution.

Thank you for continuing to keep us in mind for future opportunities.

Regards,

@ CAaLABASADS CTARPITAL

David Bonrouhi

Managing Director

Calabasas Capital

26610 Agoura Road, Suite 120
Calabasas, CA 91302

(213) 500-4135 Direct/Mobile*
(818) 657-6130 Office
www.calabasascapital.com
david@calabasascapital.com

Securities offered through Fallbrook Capital Securities Corp.
Member FINRA - SIPC (Calabasas Capital is a division of Fallbrook Capital)

This should not be considered in any way an offer to buy or sell a security. This is for informational purposes only.
Buying or selling a security involves substantial risk. Investment may be worth more or less than the original investment.
An investment in securities products involves a high degree of risk and there can be no assurance that the investment
objectives will be attained.

This message is for the named person only. It contains confidential, proprietary or legally privileged information. No
confidentiality or privilege is waived or lost by any mis-transmission. If you receive this message in error, immediately
delete it and all electronic copies, destroy any hard copies of it and notify the sender. You must not, directly or indirectly,
use, disclose, distribute, print, or copy any part of this message without Senders authorization. This communication is not
an intention by the sender or the sender's client or principal to conduct a transaction or make any agreement by electronic
means. Nothing contained in this message or in any attachment shall satisfy the requirements for a writing, and nothing
contained herein shall constitute a contract or electronic signature under the Electronic Signatures in Global and National
Commerce Act, any version of the Uniform Electronic Transactions Act or any other statute.
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