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The Value Builder System™ is a statistically proven method for increasing the value of a company by 71%. IIII




Objectives &

Methodology

The Sellability Tracker is a quarterly study designed to track worldwide trends in the
liquidity of privately held businesses.

This study was conducted by the team at The Value Builder System™— a cloud-
based software application that allows business owners to evaluate the “sellability” of
their company.

We analyzed data from over 25,000 users of The Value Builder Score from around
the world between July 1, 2012 and December 31, 2016. The majority of participants
were from the United States, the United Kingdom, Canada, Australia and South
Africa.

Findings are considered accurate +/-0.81% 19 times out of 20.
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SMB Market Vs. Value Builder Users

39%*

16.5%
10%
<1%
I

*You are ten times
more likely to find a
company with at
least $1 millionin
annual sales in our
database of users
than you would in
the SMB market at
large

7.9%

Less than $100K $100K - $499K $500K - $999K $1M - $10M $10M - $20M

B SMB Market  ®The Value Builder System™

Source: US Census & The Company
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Three Quarters Of Users Are Less Than One Year From EXxit

NO. OF
MONTHS/YEARS

BEFORE EXIT
m Less than 12 months

= 1-2 years
© 2-5years
5-10 years

m 10 years
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Significant increase in owner optimism

Q “In the next 12 months, do you expect your revenue to...”

— Australia & New Zealand

- Canada
- United Kingdom & Ireland
100. - United States
e South Africa
90. -
N
% who m VoS
expect their \
revenue to 80. - /\ /
increase
next year
______________________/
70. -
60.
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They Believe Their Industry Is Still Growing

Q “Would you say your industry is...”

— Australia & New Zealand

- Canada

- United Kingdom & Ireland
United States

102.5 - e South Africa

.

95, -
% who say

their \ /\

industry is N =

growing 87.5 - %

—

80. -

72.5

65.

Q312 Q113 Q313 Q114 Q314 Q1'15 Q3'15 Q1'16 Q3'16
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Business Liquidity Index (BLI) has

Increased slightly

Q ‘Have you received a written offer to buy your business in the last year?”

165
137.0

130
N
BLI =
(Yoreceiving
an offerin
quarter X/ (100 « ==
benchmark
%)*100 95
-/

60

Q312 Q1'13 Q3'13 Q1'14 Q314 Q1'15 Q3'15 Q1'16 Q3'16
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Significant increase in multiples after Q3 dip

“What multiple of your earnings did the offer represent? Please estimate the multiple using the money (or other
Q currency like stock) that was being offered at closing. Please do not include any money being offered in the form
of an ‘earn out’, or management contract that was contingent on your future performance.”

45 - ~®- Average Offer Multiple

N

Multiple of

earnings ]

the offer S

represents
________________/

3.

Q3'12Q4'12Q1'13Q2'13Q3'13 Q4'13 Q1'14 Q2'14 Q3'14 Q4'14 Q1'15 Q2'15 Q3'15 Q4'15 Q1'16 Q2'16 Q3'16 Q4'16
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TRENDS SINCE INCEPTION:
DEMOGRAPHICS
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Age
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Younger owners most likely to receive an offer...

“Have you received a written offer to buy your
business in the last year?”

Overall percent 12.29

Y

% of 60 or older 12 .44

respondents

who had

eceived on 50-59

offer in the

last year
T 40-49 11.72

39 or younger 16.22

0. 5. 10. 15. 20.
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...but the value offered to younger owners is lower

Q “‘What multiple of your earnings did the offer

verage muitioie | : <5
) cooroder | : S

Comparing

average
multple so-59 |, - -

offered

— s0-40 - | o

40 or younger - | : -

0.00 1.38 2.75 4.13 5.50
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The Long View
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Owners in it for the long haul
twice as likely to receive an offer

Q “Have you received a written offer to buy your
business in the last year?”

Average percent

up to 2 years

% of > 2 to 5 years

respondents
who received
an offer in the

> 510 10 years

last year

> 10 to 20 years

>20years [ 2 .

0.00 6.00 12.00 18.00 24.00 30.00
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Long view owners get better offers too

Q “What multiple of your earnings did the offer represent?

Average Muliple - | 3.55
up to 2 years | s.75
B >2 to 5 years |, 1

Comparing
average

moltiple >5to 10 years | : o2

offered

E— >10 to 20 years | s .o

20 years I .74

0 0.5 1 1.5 2 2.5 3 3.5 4 4.5 5
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TRENDS SINCE INCEPTION:
DRIVERS OF VALUE
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Rising Tide
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Companies in a growing industry typically get slightly

higher average offers (especially in the UK)

Q “What multiple of your earnings did the offer represent?

Average multiple 3.55

—

Comparing

multiple
offered

_____________________/ : )

0.5 1 15 2 2.5 3 3.5 4 4.5 5

o
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Geo-scalable
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Companies with the potential to scale geographically typically

get slightly higher offers... Less relevant in Down Under

Q “What multiple of your earnings did the offer represent?

—

Comparing

Geo-scalable - Uivreian - |, ¢ =5

multiple
offered

_____________________/ .
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Custom vs. Standard
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Companies that offer little or no customization to their

product or service get somewhat higher offers

Q “What multiple of your earnings did the offer represent?

3.55

Average multiple

—

Comparing . .

multiple
offered

Standardization - Aus/New Zealand _ 3.86

32 33 34 35 36 37 38 39 4 41 42 43

www.ValueBuilderSystem.com

Sellability Tracker Q4 2016. Copyright 2016 - Presented by The Value Builder System™



Customer Relationship
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Owner relationship with customer

Q “What multiple of your earnings did the offer represent?

| know each of my customers by first name _ 2.92
N
Comparing Usually customers want to deal with me rather than _ 341
average my employees. '
multiple
offered
T ——— | know some of my customers by first name _ 3.95

| don’t know my customers personally and rarely get
involved in serving an individual customer.

4.54

o

05 1 15 2 25 3 35 4 45 5
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Scalabllity
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How Easy Would It Be To Accommodate 5 X Demand?

Q “What multiple of your earnings did the offer represent?

Average wutple I : 55
mpossive | - o

—
| very oiicct | <5

Comparing

average

multiple

offered Fairly Easy [ : '

-/

cairy oticu. | : ¢
g

0 0.5 1 15 2 2.5 3 3.5 4 4.5 5
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Opt Ins
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How Easy Would It Be To Accommodate 5 X Demand?

Q “What multiple of your earnings did the offer represent?

verage wutipic I : 5:
none | : -

—

1000 | : -

Comparing
average

moliple 1,000--9,900 |, - o3
offered

—______________/

10,000- 53,900 | - o>
100000+ | .

0 0.5 1 1.5 2 2.5 3 3.5 4 4.5 5
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Market Share
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Market Share

Q “What multiple of your earnings did the offer represent?

verage wutiple | : -
onscre | : o7

Most of the people who buy what you provide _ 3.28

Comparing
average
multiple
offered

More than half of the people who buy what you provide _ 3.74

Less than half of the people who buy what you provide _ 3.93
A very small proportion of the people who buy what you _ 41
provide :

0 0.5 1 15 2 2.5 3 3.5 4 4.5
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Recurring Revenue
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Businesses with recurring revenue get more offers ...

Q ‘Have you received a written offer to buy your
business in the last year?”

Y

Comparing
average
multiple
offered

—__________________/

0.00% 4.50% 9.00% 13.50% 18.00% 22.50%
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... And Better Offers

Q “What multiple of your earnings did the offer represent?
Average Multiple - 3.55

—

Comparing
average
multiple
offered

_____________________/
>50% reurring 4.14

3.2 3.3 3.4 3.5 3.6 3.7 3.8 3.9 4 4.1 4.2
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Size

www.ValueBuilderSystem.com

Sellability Tracker Q4 2016. Copyright 2016 - Presented by The Value Builder System™



Size matters...

Q

“What multiple of your earnings did the offer represent?

Average Multiple 3.55

—
Comparing
multiple
offered

0.5 1 1.5 2 2.5 <) 3.5 4 4.5 5

o
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Multiple goes up in lock step with size

Q “What multiple of your earnings did the offer represent?

Average Multiple 3.55

—
Comparing
multiple
offered

_____________________/

2 3 4 5 6

(@]
[
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Record Keeping
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Record keeping approach

Q “What multiple of your earnings did the offer represent?

—
Comparing
multiple
offered

-/

0.5 1 15 2 2.5 3 3.5 4 4.5 5

o
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Growth
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Growing companies get much higher offers

Q “What multiple of your earnings did the offer represent?

3.55

Average Multiple

—
Comparing
Growth 305 + ukcireland - || 5
multiple
offered

1 2 3 4 5 6

o
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Differentiation
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Companies with a monopoly in their market get

50% higher offers

Q “What multiple of your earnings did the offer represent?

Have Monopoly - all regions || -
—
Comparing
Have Monopoly - urcireland - || <
multiple
offered

0 1 2 3 4 5

(o]
~
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Industry

www.ValueBuilderSystem.com

Sellability Tracker Q4 2016. Copyright 2016 - Presented by The Value Builder System™



Proportion of owners receiving offers by industry

Q “Have you received a written offer to buy your
business in the last year?”

Construction —m————
Retail Trade m——————
Wholesale Trade m——
Prof, Scientific, and Tech Services m————
Other Services (except Public Administration) ——
Management of Companies and Enterprises - ——
— Arts, Entertainment, and Recreation m——————
% of _ Ove!’all N
Transportation and Warehousing — se—
respondents .
who had l_\/Ianufactu_rmg I
. Educational Services - ———————
received an Health Care and Social Assistance e ——————
offer in the Finance and Insurance = — ————————
last year Information — ———
R Utilities m——
Accommodation and Food Services m—
Real Estate Rental and Leasing - ———
Agriculture, Forestry, Fishing and Hunting —-— —
Admin, Support and Waste Mngement SrvCe s m S —
Mining |
P ub!lic A miniS1trautiO 11—
0 10 20 30 40 50 60
* Caution: small sample www.ValueBuilderSystem.com

Sellability Tracker Q4 2016. Copyright 2016 - Presented by The Value Builder System™



Q

Industry average offers

“What multiple of your earnings did the offer
represent? ”

Manufacturing

Real Estate Rental and Leasing

Mining 4.28

Health Care and Social Assistance 4.23
Mangement of Companies """ — /. 2 ()

4.38

Wholesale Trace mmmmmmm—m————— e /. ] ()

—— |nf0rmati0n | 408
Prof, Scientific, and Tech Services I —. 3 3O
Comparing Finance and Insurance S ———EEEEEEEEEEEEEEEEESSSSS——— 3 O3
average Transportation and Warehousing - ——————————— 3 3]
multiple Other Services (except Public Admin) e — ————— 3 7
offered Overall — s s s ssssssssssssssss——— 3 55
Educational Services - - 3 7.

Arts, Entertainment, and Recreation e — 3 (7
Construction | 343
Retail Trade S 3 ] 3
Agriculture, Forestry, Fishing and Hunting e s — > 07
Accommodation and Food Services m-—-————————————— ) 73
Admin Sup and Waste Mngment Services maae—————— | 32

0.00 1.38 2.75 4.13

* Caution: Il I i
e 2 www.ValueBuilderSystem.com
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Industry average offers for businesses with greater than
$3 million annual revenue

“What multiple of your earnings did the offer
represent? ”

Manufacturing I 5.28
Health Care and Social Assistance I, 5.23
Finance and Insurance I 5.03
—— Prof, Scientific, and Tech Services I, 4.7 7

c : Other Srvces (except Public Admin) S, 4. 77
omparing

average Information I, /.75
multiple

offered Average Multiple I £ 70
___ Mining I 4154

Construction I, 421
Wholesale Trade I /.12
Retail Trade I 4.07

0.00 1.38 2.75 4.13 5.50
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Company Value Builder Score by offer multiple

Q “What multiple of your earnings did the offer represent?

score: 80+ | ¢ :
score: 700 | -

—

score: 60-70 | : :7
Comparing

average Average Value Builder Score: 59.1
Itipl
offered Average Multiple | 3.5

—

score: 50 - 60 | : -°
Score: less than 50 - | - 7o
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