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Legal Disclaimer 

Alderman & Company Capital, LLC, is a Connecticut limited liability company that is a broker-dealer 
registered with the Securities and Exchange Commission and a member of the Financial Regulatory 
Authority.  Alderman & Company Capital, LLC, provides investment banking, private placement, 
merger, acquisition divestiture and other securities related services.  The material contained in this 
presentation is for general informational purposes only. The material contained herein is not to be 
construed as an offer or a recommendation to buy or sell a security nor is it to be construed as 
investment advice. Additionally, the material in this presentation does not constitute a representation 
that any investments described herein are suitable or appropriate for any person.   Alderman & 
Company Capital, LLC, gathered the data from sources considered reliable; however, there is no 
guarantee as to the accuracy or completeness of the information provided within this publication. The 
material presented reflects information known to the Alderman & Company Capital, LLC, at the time 
this publication was written, and this information is subject to change. No warranties, expressed or 
implied are made, regarding the accuracy of this material. Officers, directors and members of 
Alderman & Company Capital, LLC, or its affiliates may have positions in the securities of the 
companies discussed. This presentation does not constitute a recommendation with respect to the 
securities of any company discussed herein, is not intended to provide information upon which to 
base an investment decision, and should not be construed as such.  Alderman & Company Capital, 
LLC, or its affiliates may from time to time provide investment banking or related services to 
companies mention during this presentation. The authors of this publication receive compensation 
that is affected by overall firm profitability. Alderman & Company Capital, LLC, is a member of the 
Securities Investors Protection Corporation (SIPC,www.sipc.org). 
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Firm Overview 

• Founded 2001 

• Exclusively serving aerospace and defense  

• Registered securities broker-dealer  

• Services:  

• Mergers, Acquisitions & Restructuring 

• Capital Raising 

• Board Advisory (strategy and value creation) 

•  
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Services 

Based on most recent 50 engagements, as of March 31, 2012 
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Sectors 

Based on most recent 50 engagements, as of March 31, 2012 
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Business Types 

Based on most recent 50 engagements, as of March 31, 2012 
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Agenda   

I. How is Equity Value Determined?  

II. How is Equity Value Created?  

III. Workforce Development and its 
Impact on Equity Value 
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Valuation Methods 

1.Market Method: what we often hear in preliminary 
negotiations 

2.Income Method: what we see used most frequently 
in Corporate Board Rooms and in final negotiations 

3.Replacement Cost: what we often see in highly 
distressed transactions  
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The Market Method ( Comps ) 
What we often hear in preliminary negotiations 

Assumptions:  

• There exists a trading market for companies similar to 
yours 

• Your company should trade at a price comparable to 
those that are similar to yours  

Formula: 
 EBITDA Multiple: [Enterprise Value] / [EBITDA] 
 Revenue Multiple: [Enterprise Value ] / [Revenue] 
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Valuation Methods: Market 
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Valuation Methods: Market 

EBITDA Multiple 

Example:  EBITDA of $4,000,000 at 8X = $32,000,000 
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Valuation Methods: Market 

Revenue Multiple 

Example:  Revenue of $25,000,000 at 1.1X = $28,000,000 
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Valuation Methods: Market 

The Comps  
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Valuation Methods: Income 

Income Method 
Assumes investors will formulate their view of the value 
of a business based upon their expectation of the future 
distributions they will receive from that business ( Free 
Cash Flow ).  

The buyer s view of the company s future performance 
is the single most critical variable under the income 
valuation method.  

Value = Discounted [  CFO1 + CFO2 + CFO3……] 
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Valuation Methods: Income   
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Valuation Methods: Replacement Cost 

• Replacement Cost Method 
• What we often see in highly distressed transactions  

•  Assumes that the value of a business is equal to the cost to 
replace the business in its entirety, including Goodwill .  

•  Sample Goodwill Items:  
• Intangible assets 
• Trade names 
• Intellectual property 
• Patents 

• Unique process and knowledge 
• Customer relationships 
• Customer approvals 
• Governmental licenses 
• Certificates and approvals 

• Customer lists 
• Supplier relationships  
• All other intangible  aspects of the business 
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Valuation Methods: Replacement Cost 
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Valuation Methods: Comprehensive 
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Agenda   

I. How is Equity Value Determined?  

II. How is Equity Value Created?  

III. Workforce Development and its 
Impact on Equity Value 
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How is Equity Value Created? 

•By increasing expected future  
•free cash flows 

By reducing uncertainty of  
future cash flows 
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Reducing the Level of Uncertainty: High - r  



159 © 2012 Alderman & Company Capital, LLC 

Reducing the Level of Uncertainty: Low - r  
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•Increasing Future Free Cash Flows 

• Develop new products / platforms / 
markets 

• Raise prices 

• Reduce waste 

• Increase asset utilization 

• Etc. 
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•Reduce Uncertainty of Future Free Cash 
Flows  

• Consistently recruit, retain, and motivate 

an exceptional workforce 

• Consistently deliver valued products or 

services to markets where customers 

gladly pay prices well in excess of your 

costs  

• Consistently operate with excellent quality 
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Creating Value in Aerospace Industry is not easy 

• Winning new business when competition is 

fierce 

• Maintaining margins when customers are 

demanding price reductions 

• Increasing earnings when costs are rising 

• Generating free cash flow when inventory and 

receivable levels are rising 
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Lessons from “The 5C’s of Credit”  

1. Collateral (assets) 

2. Capital (net worth) 

3. Capacity (cash flow) 

4. Condition (overall health of business) 

5. Character (the management team)  

•25 years of experience prove: 

•People are the key to achieving great results, 

especially in  highly competitive markets like 

Aerospace 
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•Workforce Development 

•“If your actions inspire others to dream more, learn 

more, do more and become more, you are a 

leader” John Quincy Adams 

•The single best way to create equity value in 
this industry is through an exceptional 
leadership team with a firm commitment to 
workforce development 
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OBJECTIVITY   .   CLARITY   .   CLIENT SUCCESS 

William H. Alderman 

Alderman & Company Capital, LLC 
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Ridgefield, CT 06877 
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www.aldermancapital.com 

Member SIPC 
Member FINRA 


