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US M&A OverVieW CONSILIUM PARTNERS

Recession fears have dominated headlines in recent months, with Bloomberg Economics
forecasting the likelihood of a US recession at ~100% within the next 12 months as geopolitical
issues continue to make things overly complicated. While potential buyers are expected to pump the
brakes on M&A in the short term to focus on managing their existing assets and integrating recent
acquisitions, industry experts anticipate M&A activity to be “less cyclical” than in years past,
primarily driven by the need for companies to keep pace with ever-accelerating innovation.

While Q2-Q4 2022 activity looked weak relative to Q1 2022, it was a mere mean reversion that
moved us from elevated levels back to the trend line. One must remember there remains an
abundance of capital ready to be deployed for dealmaking. While valuations have recovered to pre-
pandemic levels, buyers are expected to focus more intently on higher-quality assets given the
uncertain economic environment. Precision machining firms exhibiting above-average EBITDA
margins and sales growth, niche vertical market specialization, and longstanding customer
relationships are expected to remain highly attractive acquisition candidates.

US M&A - Quarterly Volume and Values by Deal Size
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Private Equity Activity

CONSILIUM PARTNERS

Private equity has been very active in the precision machining space, as acquirers look to
expand upon existing machining capabilities, gain access to new markets, and enhance
operational efficiencies by harnessing economies of scale and scope.

PRECISION MANUFACTURING PLATFORMS
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US Transactions Analysis CONSILIUM PARTNERS

SELECTED RECENT TRANSACTIONS

Ann. Date Target Acquirer Target Description

Mar-23 ‘ﬁﬂ @ AJAX__  Offers precision milling and turning services, including
MET MadietTod DEFENSE advanced CNC multifunctional turning and vertical machining

E—8° Manufactures precision-machined components with focus on
Feb-23 ARTCH ,  precision- P
menical sowutions  surgical robotic applications
SPECIALTY iali i isi - i
Jan-23 SNy Momentum Specializes in precision-machined components for
COMPANY Manufscturing Group

semiconductor, medical, and defense industries

‘W * STANTORDVILLE MACHINE & MFG. c () I‘ E Offers CNC machining and assembly services to a variety of
Jan-23 k. "PRECISION CNC DACKINING
iNpUSTRIAL  ©nd markets

Nov-22 S.I.ANI]AHI] :m Manufactures heavy-duty bearing accessories and
. components

Y Specializes in design to specification and mission critical
sp2 nusephce APEX

AEROSYSTEMS  propellant and pressure vessel solutions
Manufactures bleeder screws and screw machine parts for the
automotive, aerospace, residential, and military industries

pc)c Manufactures precision hollow components and offers ID

Apr-22 HéNEMATK: %asnosvsmms honing, CNC tuning and milling, and BTA panning

By Target End Market Focus By Deal Type

Other, 4%

Industrial, 9%

Aerospace &
Defense, 36%
Medical, 10%
Strategic,
32%

PE Platform,
23%

Diversified, 41%

Note: charts based on precision machining M&A transactions spanning Q1-2020 through Q3-2022.

Source: Capital IQ, Consilium Partners research & analysis
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Valuation Drivers CONSILIUM PARTNERS

Acquirers consider numerous factors in assessing the value of precision machining companies.
Generally, potential buyers look for well-managed, profitable companies with strong positioning in
promising niches. Valuations will vary among buyers depending upon their growth strategy and the
synergies expected to be realized through integration with existing platforms. Therefore, a specific
company may be worth significantly more to certain buyers than others. As such, it is useful to set
valuation expectations based on a range of values.

Experienced advisory firms aid business owners in assessing strengths and opportunities in their
businesses, providing accurate prospective valuations and developing a marketing approach which
best positions the asset in the M&A marketplace. M&A advisors manage the entire transaction
process, minimizing disruptions to the business while organizing a competitive bidding process
among qualified buyers. The Precision Machining Valuation Scorecard below provides more specific
guidance on the key metrics buyers typically focus on when evaluating precision machining targets.

PRECISION MANUFACTURING VALUATION SCORECARD

Criteria Ideal Characteristics

° Competitive Position Acquirers tend to prefer niche and scalable businesses that have the potential to
attain a premier position in their specific market vertical.

° Profitability Profitability has a direct impact on valuation multiples. EBITDA margins of 20% reflect
strong profitability, while margins among top performers often exceed 25%-30%.

° Nature of Work High focus on assembly and design of complex mission critical engineered
components and systems. Lower appetite for machining job shops focused on high
volume/low value subtractive manufacturing.

° Target Market Acquirers tend to assign a premium to companies that specialize in aerospace,
defense, military, space and medical applications, with a lesser appetite for industry
agnostic players.

° Customer Base Having at least one top-tier customer tends to enhance valuations as long-term
relationships with major industry players serving as proof of quality.

° Revenue Visibility Future revenue visibility helps to de-risk potential investments, making the asset
more attractive. As such, acquirers are frequently interested in targets with long term
agreements and exposure to prominent platforms (e.g., Sikorsky CH-53K if in the A&D
sector), which offer growth opportunities and long-term revenue visibility.

° Accounting Practices Financial statements should be reviewed by a professional accounting firm and
comply with GAAP accounting regulations. Having financials organized early saves
time and potentially adds value later in the sales process during due diligence.

° Internal Systems Strong internal systems with consistent KPI monitoring helps to increase operational
efficiency and visibility, which in turn can support higher valuations.

° Equity Rollover Private equity acquirers tend to look for a meaningful commitment from the existing
management team via reinvested, or “rolled”, equity (typically in the 20 - 35% range)
in order to solidify partner relationships and align incentives.

™
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Comparable Publicly Traded Companies CONSILIUM PARTNERS

As of Mar 17, 2023 (S in millions)

Market Data LTM Financial Performance Data Valuation Multiples
% 52- Market  Enterprise LT™M 3-YrRev. LT™M Gross EBITDA EV/ EV/

Week high Cap Value Revenue  Growth EBITDA Margin Margin Revenue  EBITDA
Illinois Tool Works Inc. (NYSE:ITW) 90.9% $ 70,269 $ 77,511 $ 15,932 16% $ 4,241 42.5% 26.6% 4.9x 18.3x
Howmet Aerospace Inc. (NYSE:HWM) 91.2% 16,677 20,218 5,663 2.3% 1,260 28.2% 22.2% 3.6x 16.0x
Curtiss-Wright Corporation (NYSE:CW) 93.0% 6,496 7,665 2,557 1.4% 553 41.7% 21.6% 3.0x 13.9x
Crane Holdings, Co. (NYSE:CR) 90.4% 6,314 7,000 3,375 1.5% 647 43.2% 19.2% 2.1x 10.8x
ESCO Technologies Inc. (NYSE:ESE) 87.5% 2,293 2,438 886 3.2% 165 41.2% 18.6% 2.8x 14.8x
Barnes Group Inc. (NYSE:B) 80.8% 1,937 2,458 1,262 (0.2%) 242 41.0% 19.2% 1.9x 10.2x
Kaman Corporation (NYSE:KAMN) 48.2% 629 1,179 688 0.7% 99 36.6% 14.4% 1.7x 11.9x
Harmonic Mean 38.4% 19.7% 2.5x 13.2x
Median 41.2% 19.2% 2.8x 13.9x

PRECISION MANUFACTURING: PUBLIC MARKET VALUATIONS

18.0x

16.0x

5 Year Median: 12.5x

14.0x

12.0x

10.0x

8.0x

6.0x
Mar-17 Mar-18 Mar-19 Mar-20 Mar-21 Mar-22 Mar-23

Note: Index constituents listed in the above table of public comparable companies.
|
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Recent Transactions

CONSILIUM PARTNERS
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Precision Manufacturing M&A Transaction Volumes by Quarter

7

6
10

6
3 7
5
6 5
5
5
5 5 5
4
. 3
0

Ql-21 Q2-21 Q3-21 Q4-21 Ql-22 Q2-22 Q3-22 Q4-22 Q1-23
M Strategic ™ PE Platform PE Add-on
Source: S&P Capital 1Q, public press releases, Consilium analysis
Middle Market Precision Turned Middle Market Private Equity
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2023 Precision Manufacturing Transactions

CONSILIUM

PARTNERS

Date Target Acquirer Target Business Description Value (SMM)
Whelan Machine & Tool, LLC fact d id
Mar-23 Whelan Machine & Tool, LLC Ajax Defense e'a.n ac |r?e b manu ac' Ures and provides -
precision machined products and services.
D&R Machine Company, Inc. manufactures and markets
Feb-23 D&R Machine Company, Inc. Cadrex Manufacturing Solutions general and precision machined components for aerospace, -
commercial, military, and transportation industries.
Feb-23 Bettanini’s Custom Manufacturing, ARCH Medical Solutions Corp. Betta'nini’s Custom Manufactl.lring,. Inc. m'anufactures CNC- .
Inc. machined components for various industries.
Clark Manufacturing C fact d li
Feb-23 Clark Manufacturing Company Century, Inc. ar X .anu acturing -ompany manuractures and supplies -
machining parts.
Atelier D'usi Megatech A.Q. Inc. offi hini
Jan-23 Atelier D'usinage Megatech A.Q. Inc.  MiddleGround Management, LP € |.er usmagej R egatec K Q nc'o €rs machining -
services for precision measuring equipment.
. . Specialty Products Company owns and operates a precision
Jan-23 Specialty Products Company Momentum Manufacturing Group i -
CNC machine shop.
Precision Manufacturing Ent i
Jan-23 T & T Machine Inc. L[t(a:usmn anutacturing Enterprise, T & T Machine Inc. manufactures CNC machine parts. -
C Tool C LLC desi fact d
Jan-23 Cameron Tool Company, LLC Tool Tech LLC am'eron 00 ompany, eslgns, manutactures, an -
repairs tools and dies.
Lake Air Metal Products, LLC ides sheet metal fabricati
Jan-23 Lake Air Metal Products, LLC P4G Capital Management, LLC ake Alr .e. Al Frocucts, provi .es S. ee m? al fabrication -
and machining components for various industries.
Jan-23 Schultes Precision Manufacturing, Helios Technologies, Inc. Schultes Precision Manufacturing, Inc. manufactures machine a5
Inc. (NYSE:HLIO) components and assemblies.
. L . Swiss Precision Turning, Inc. manufactures precision
Jan-23 Swiss Precision Turning, Inc. Geokon, Incorporated . -
machine.
Kelm Acubar, LC manufactures OEM and aftermarket
Jan-23 Kelm Acubar, LC The Armor Group, Inc. machined components and provides precision machining -
services to various industries.
Jan-23 Stanfordvillé Machine & CORE Industrial Partners, LLC Stanford'ville Machine & Manu'facturing, Inc. supplies .
Manufacturing, Inc. mechanical parts and assemblies.
i Alexander Machine & Tool Company, Inc. operates as a
Alexander Machine & Tool Company, . . L - .
Jan-23 | George Industries LLC provider of machining, fabrication, and assembly solutions -
nc.
c for thermal management applications.
Utitec, Inc. manufactures precision metal components used
Jan-23 Utitec, Inc. Cadence, Inc. in assembly of cardiological, endoscopic and orthopedic -
medical instruments.
|
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Notable Transactions CONSILIUM PARTNERS
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Main Street Capital portfolio company Compass Precision has acquired
R&D Machine and Engineering (April 2022, financial terms not disclosed)

Compass Precision LLC, a precision machining and fabrication company, has
acquired R&D Machine and Engineering, a leading manufacturer of precision
metal components based in Oldsmar, FL. Compass Precision was established after
private equity firm Main Street Capital acquired Quality Products & Machine, LLC,
Advanced Machining & Tooling, LLC, and Tri-Tec Industries Inc. in October 2019.
It exists mainly as a platform for Main Street to acquire other precision metal
machining companies.

“R&D fits in perfectly with our strategy of building a decentralized collection of
high-quality precision machine shops serving growth markets,” commented
Compass President and CEO, Gary Holcomb.

ARCH Global Precision subsidiary ARCH Medical Solutions has acquired
Wilsey Tool Company, Isimac Manufacturing Company, and Choice
Precision (Sept 2021, financial terms not disclosed)

ARCH Medical Solutions, an ARCH Global Precision Company (Jordan Company
platform), has acquired three VfD Technologies companies: Wilsey Tool
Company, Inc. in Quakertown, PA; Isimac Manufacturing Company, Inc. in
Blandon, PA; and Choice Precision, Inc. in Whitehall, PA. All three companies
specialize in precision contract manufacturing for the medical device industry.
The new acquisitions solidify ARCH as an industry-leading supplier known for
growth and scale in the medical products market.

“By joining forces, we will be able to offer expanded capabilities and capacity for
our customers, and our employees will have broadened opportunities for growth
and development,” said Elizabeth Rothwell, Chief Commercial Officer at VfD and
continuing President of ARCH Medical Solutions.

Pine Island Capital & Bain Capital Credit platform company Precinmac
Precision Machining has acquired Major Tool & Machine, Inc.
(Sept 2021, financial terms not disclosed)

Precinmac Precision Machining, a diversified manufacturer of high-precision
machined components and assemblies, has purchased Indianapolis-based Major
Tool and Machine. Major Tool and Machine serves a range of end markets, with
its products used in A&D, power generation, energy, semiconductor, and oil and
gas applications. The acquisition expands Precinmac's capabilities and
differentiated value proposition to customers.

Eric Wisnefsky, CEO of Precinmac, said: "This acquisition is another step in the
advancement of our multi-faceted strategy to expand our business through

acquisitions in all sectors of the industry base.”
—
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Transaction Spotlight: Honematic Machine Corp.

CONSILIUM PARTNERS

HONEMATIC

YOUR COMPLETE SOURCE for Precision Hollow Components

acquired by

7PCX

AEROSYSTEMS

a portfolio company of

GREENBRIAR

Honematic is a leading provider of extendable refueling
probes for the rotorcraft market. Its precision machining
competencies including large-format drilling, honing, CNC
turning, milling, and boring, and assembly services for
mission-critical A&D and industrial applications. The
Company’s products are used as critical components in
platforms for major OEMs such as Sikorsky, Triumph, and
Thomson.

The acquisition supports PCX’s expansion in the area of
complex, highly engineered components for military and
commercial applications. Additionally, the transaction
enables vertical integration of many of PCX’s existing
production processes on flight-critical masts and shafts.

Consilium Partners served as Honematic’s exclusive sell-
side financial advisor on this transaction.

Other Precision Components Transactions

Plastifab

Manufacturer of S
engineered plastic

WHERE PLASTICS TAKE SHAPE manufacturer of

PLASTICS,[NC.'%Q Diversified

acquired by

REGIMEN PARTNERS

M merican

STEEL TOE COMPANY

acquired by

COMPANIA TROQUELADORA
ARDA, SA. de CV.
and
ISCO TECHNIC BV.

components for the
automotive, water
treatment, and
industrial sectors

Manufacturer and
supplier of metal
stampings, surgical
appliances, surgical
bending irons, and
related products

acquired by

@
Pkeas'mwwa

Printing Plates That Perform”

acquired by

proprietary branded
and custom plastic
products for
consumer packaging,
medical devices, and
industrial customers

Manufacturer of
printing plates, with
products including
Anthem, Freedom,
and Aurora
chemistry free
printing plates
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Consilium Overview
|

Gregory B. Sneddon

Sr. Managing Director
Established in 2000, Consilium Partners is a Boston-

(617) 274-1701 based investment bank providing M&A Advisory,
Growth Capital Raising and Strategic Advisory Services
to middle market growth companies. Each of our
Managing Directors has more than two decades of
transaction experience and have collectively completed
more than 250 transactions representing over $15
billion in aggregate value. Every engagement is
personally managed from start to finish by experienced
senior bankers with specific sector experience and a
deep commitment to the success of our clients.

gbhs@cpboston.com

Viktor Lobov
Associate

(617) 274-1704
vli@cpboston.com

Precision Manuufacturing Transaction Experience
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