KAL Capital - Aerospace & Defense

Quarter In Review

Introduction

Dear Friends,
We hope that everyone enjoyed a great Thanksgiving with their families.

Apologies for the delay with our Quarterly Industry Review, but we have been quite busy
with both closed transactions as well as gearing up for several new deals to launch in Q1

2023. In the second quarter we advised on two great transactions both as bolt-on’s to
existing platforms of blue-chip private equity sponsors.  First, we advised Stroco
Manufacturing, a provider of precision machined and fabricated structures, on its sale to
Novaria Group (a portfolio company of KKR). Our second transaction was with Airport
Terminal Services (ATS) which completed a transaction with Alliance Ground International,
a portfolio company of Greenbriar and Audax. Both of these transactions were family-
owned businesses that had experienced tremendous growth and had a multitude of seller-
friendly options available as a result of the a KAL process.

These transactions were done despite a market environment that has made an abrupt
transition from seller-friendly to one that requires thoughtful consideration to process design
and timing. Rising interest rates are the primary culprit as the subsequent and forecasted
impact on the macro economy has caused lenders to be more conservative with both the
availability and cost of capital available for use in M&A events. Notably, our niche of A&D
continues to be amazingly insulated as well-priced transaction activity continues, albeit at a
pace below 2021. The reason for this resilience is based on the strength of both the
commercial aerospace as well as defense end-markets. We have seen both private equity and
strategic buyers rotate towards the A&D markets as they are two industries seen as “safe
havens” in what potentially could be a global recession. This notion is being reflected in our
M&A processes as we have seen private equity sponsors submit offers that either rely on
pre-existing debt facilities at portfolio companies or simply contemplate a completely equity
financed transaction. This aggressive posture has allowed us to continue running sellet-
friendly processes through the second half of 2022. ILooking ahead, we are hopeful that the
debt financing environment improves; we would expect the recovery to be led by non-
traditional lenders that rely on LP-committed capital versus traditional commercial banks
which will likely have cautious outlooks well into 2023.

We expect to have a full deal plate in 2023 as we have a number of transactions that are
ready to come to the market. Our Q1 deals will include transactions in the engine MRO,
aerostructure, proprietary fluid control and metal finishing industries; please reach out if you
have any questions!

Sincerely,

w7 L ke

Trevor Bohn Ryan Murphy
Partner Partner

© KAL Capital, 2022
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KAL Capital Overview

KAL Capital is a boutique investment bank focused on providing advisory
services to owners of businesses throughout the greater acrospace supply-chains.

Our services consist primarily of M&A advisory and liquidity event planning. Our
clientele are generally family or partnerships that own successful, growing
businesses within the acrospace/defense sector. Today’s M&A environment
offers business owners a wide-range of transaction alternatives, often at
compelling valuations. Our role is to assist in the navigation of this process and to
ensure that valuation is maximized.

Services Provided |

* Sell-Side Advisory * Debt Capital Raising
* Buy-Side Advisory * Equity Capital Raising
* General Strategic Advisory * Merchant Banking
Team * Founders have worked together for 10+ years

with a combined 25+ years of A&D experience

= Deep team of highly-seasoned support staff

A&D Sector * Deep A&D sector knowledge vital to
Knowledge articulating unique major macro-drivers

= KAL team understands that each business
has a highly unique story and accumulation
of history

Transactions = KAL has vast experience throughout

the supply chain with a comprehensive
understanding of each subsectot’s
growth drivers and strategic buyers

= Cross-border transaction experience

Relationships » KAL has long-term relationships with
‘\ A tinancial buyers as well as C-Suite
executives at leading A&D public
/

companies who prioritize KAL clients

Pe.

Clients
First

= KAL is built on the belief that
M&A processes should be built
to maximize transaction
outcomes for clients




KAL Advises Airport Terminal Services

Airport Terminal Services Acquired by Alliance Ground International

= Airport Terminal Services (ATS) offers full-range ground
handling services, including passenger, ramp, and cargo

< By adding Airport
Terminal Service’s
capabilities, AGI will
expand its service IE
offering as well as

handling, aircraft re-fueling and de-icing, as well as lounge

HAS BEEN ACQUIRED BY and concierge services

. . . —AGIHINEE : i
increase their footprint ABIE * KAL Capital announced the sale of ATS to AGI, a portfolio
within the U.S. APORITOLID compATer company of Greenbriar and Audax
CERRRAR
SALSIOEEOMEAN ® The acquisition of ATS will allow AGI to build their presence

in the airport terminal and passenger side of the business

Full-Suite of Ground Handling Services

, 4 N\
= Ticket counter and gate . .
C . . . = Aisle and seat cleaning,
ustomer operations for check-in Cabin .
] : . secutity searches, and
Services and baggage service Cleaning . .
aircraft restocking
offices
\§ J o J
4 ) ] N\ 4 N\
= Airplane marshaling, . I lane fueli q
Ramp baggage load/unload, Aircraft nto-plane tueling an
. g ] fuel farm management
Handling and heavy equipment Fueling .
: services
operations
J
4 N\ 4 N\
= Loading/Unloading,
= Removal from snow, ice, Cargo warehouse operations
or frost from aircraft Services and document
rocessin;
N J _ ¢ J

Investment Highlights

Turn-Key Ground Handling Services

Diverse Foothold in Airports Across the United States

)
—/

Positioned to Expand Services to Different Airlines

)
—/

Established Relationships With Major Airlines

Focused on Best-In-Class Service Across Capabilities




KAL Advises Stroco Manufacturing Inc.

Stroco Manufacturing Inc. Acquited by Novaria Group

- ?,y ?‘7d(lj(;ng S'[I‘Iil)CO tq = Stroco Manufacturing Manufactures and assembles shims,
it's holaings, Novara brackets, nut plates, terminal boards, and other metal

et il gxpand Its \S\)-'@@E@ products for private sector and U.S. federal government
manufacturing

. . HAS BEEN ACQUIRED BY acrospace and high precision industries
operations with a
NOVARIA . .
focus on small part VARads = KAL Capital announced the sale of Stroco to Novatia group,
manufactu ring A PORTFOLIO COMPANY OF a portfolio company of KKR

® The acquisition of Stroco will allow Novaria Group to build
upon their presence in the A & D manufacturing space

SALE OF COMPANY

Company Snapshot

» Team of seasoned
manufacturing engineers
with specialized skills in
A&D components

» Deep inventory of 4 & 5-
Machining axis machines for
precision machining

Engineering

» Specialize in fabricating ® In house assembly
shims, brackets, nut
plates, receptacle strips,

and terminal boards

Fabrication Assembly leasing to faster

turnaround for
customers

Investment Highlights

Vertically Integrated Operations

—/

High Mix Volume of Parts & Consumer Type

)

Niche-Focused on Smaller Part Envelopes & Standard Assemblies

—/

< Robust Operational Processes and Employee Acquisition & Retention

Identified Near-Term Growth Opportunities




+ Best-In-Class
companies will still
command above
average multiples of
EBITDA

< Q3 M&A activity was
focused on larger
transactions, and we
expect that trend to
continue through Q4
and into Q1 2023

Q3 2022 M&A Update

EBITDA Multiples on the Rise

* EV/EBITDA Multiples have dropped since the record highs of 2021, despite the amount
of dry powder in the buyer marketplace

= Although multiples are down from previous years, we continue to see expansion in the
overall marketplace over the long term

Average A&D EV/EBITDA Multiples

Dgs 1305 138% 141 139% . 132% 15.0x 1400

110x 111x 112x 109x
9.0x

2009 2010 2011 2012 2013 2014 2015 201e 2017 2018 2019 2020 2021 2022
YTD

Long Term M&A Volume

= M&A volume has taken a serious hit in 2022 Q3, while the total transaction value has seen
a slight increase

= Although Private Equity dry-powder is at an all-time-high, the current economic climate
continues to tamp down the fiery M&A market of past quarters
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With the current debt and economic factors, Private Equity Groups will be forced to
finance acquisitions with a greater percentage equity vs debt

2022 Q3 Aerospace & Defense M&A

End Market Breakdown = Defense: Defense and Gov’t services
Space transactions continue to grow at
4%, unprecedented rates
Commercial

= Commercial: The global commercial
aircraft market is expected to grow from
$163bn to $181bn in 2022 representing a
CAGR of 10.2%

J = Space: 2022 space related M&A activity is
I down significantly compared to years prior
Defense/ as the Space focused SPAC’s continue to

Gov't underperform the general market

Setvices
67%

29%




Defense & Government Services Overview

Public Market Performance

“» Public companies in Share Y% of52- Market Cap. ($bn) EV/Revenue EV/EBITDA

Compan: . .
the defense sector are pany Price Wk.High 11/01/22 12/31/21 2022 2021 2022 2021
trading near 52-week ‘
highs, bolstered by a 6" Lo rrolf 94.15 88.8% 138.81  134.95 2.56x 2.5x% 15.72x 13.6x
growing 2022 defense | -----------mm o m o m oo -
budget wemeeo s 48206 98.1% 12633 99.83 2.1x 1.7x 153x  12.3x
N R R 530.03 95.3% 82.40 62.93 2.71x 1.9x 11.17x 7.5x
By NAMICS 246.37 96.6% 68.83 59.11 2.1x 1.7x 15.3x 11.8x
€5 LanaRRIS” 238.81 85.5% 46.14 41.99 3.2x 2.7x 21.1x 12.8x

FAST. FORWARD,

( sequa VERITAS Global technology company and a leading solutions provider
’ q CAPITAL for aircraft engines and gas turbines
@ = Designer and manufacturer of high reliability passive
(XELl A H E l ': D components for the private sector and international government

aerospace & defense applications

= Designer and manufacturer of acoustic imagining
5. TELEDYNE . . . .
TECHNOLDGIES instruments and predictive maintenance solutions for
acoustics reerrenATER international government markets

= Provider of passive components, providing frequency

il e ,
/A ABRACON control & timing devices, RF & antenna products, and
GENSTAR inductor & connectivity solutions

Active Buyer Highlight

Recent Acquisitions

AL,

‘z e ®  Custom high performance microtube
A R C L I N E heat exchangers

WANAG

Custom ®  Manufacturer of high performance

INTERCONNECT, proprietary contact pin technology
®  Private Equity firm with over $4.4B in . . " Leading provider of sensing, control,
capital commitments, making a seties of n: DMEGA and monitoting technologies

acquisitions throughout the industry




Commercial Focus: Quarter in Review

Boeing and Airbus Deliveries, Orders, Build Rates & Backlog

* Boeing and Airbus delivered 35 and 41 commercial jets in August 2022, and 277 and 382
respectively YTD through August

® Through Q1 of 2021, Boeing and Airbus delivered 156 and 297 commercial jets
respectively, they are on track to beat these numbers pending October 2022

Deliveries YID Net Build Rate by Month
Platform Backlog
Through August 2022 | Orders August 2022

B737 240 28 4,125
A320 298 191 33 5,847
A220 30 73 2 529
%;;;/ 16 45 3 432
B787 2 -6 2 482
A350 38 7 6 440
B747 3 0 0.5 3
A330 16 -80 2 221

Narrow Body Aircraft Passenger Counts

= Narrowbody aircraft passenger traffic are expected to see continued strengthening as the
airline industry continues along the road to recovery as pre-pandemic levels are
approached and surpassed

. Daily TSA Passenger Volume: Jan-Dec
a in millions

. | | Tl VM |
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1.0
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Commercial Aerospace Market Overview

Public Market Performance

Share v, of 52 Market Cap. ($bn) EV/Revenue EV/EBITDA

Company Price  Wk.High 11/01/22 12/31/21 2022 2021 2022 2021
BOEING 167.07 71.4% 99.54 125.55 2.2x 2.5x 16.4x 17.1x
CARBUS %25 sisn s sael 1 A% 8a 10&
B P T
CMEICD BT %% 8% 8© o 9% B B
T R

TRANSDIGM 620.00 90.6% 33.71 35.58 9.2x 10.7x 21.43x 24.9x

GROUF IA(C.

*  Provider of small satellites, components and turnkey
Industrial s . .
Partners mission operations to private sector and U.S. federal
government acrospace and defense markets

*  Develops and manufactures airborne communications
HEICOD and navigation antennas for private sector and US

federal government acrospace and commercial markets

Wi P *  Manufacturer of components and assemblies for private
L] .
)lk Ig&ﬁg‘éﬂes Inc <= E nl et sector and US federal government commercial and
, Inc.
PRECISION AEROSPACE COMPONENTS AERD military aircraft Cﬂgil'le markets

HEICO- Active Buyer Highlight

Recent Acquisitions
& %ﬂduitrl;lﬂl YORK *  Small satellites, components and turmkey

SPACE SYSTEMS mission opemtions

. . *  Design, manufacture and operation of reliable
=  AE Industrial Partners is an

. . S PEELS launch vehicles
aerospace private mnvestment firm Fdedeednt b
®  They invest in market-leading
companies with a focus in the *  Highly engineered gears for the commercial acro
¥ F.TGearing Systems . °
S and defense industries

commercial sector this quarter
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HAS BEEM ACQUIRED BY

HAS BEEN ACQUIRED BY
iNRCORE
A PORTFOLIO COMPANY OF

THE JORDAN COMPANY

SALE OF COMPANY

SIREED

HAS BEEN ACQUIRED BY
NovARIA
GRaUF

A PORTFOLIO COMPANY OF

KKR

SALE OF COMPANY

N

Az T
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SALE OF COMPANY
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HAS BEEN AGQUIRED BY

KARMAN
A PORTFOLIO COMPANY OF

SALE OF COMPANY

L=

MAS BEEN ACQUIRED BY

% ENDEAVOUR

SALE OF COMPANY

/\ SENTEK
o GLOBAL
HAS BEEN ACOUIRED BY

Deloitte.

SALE OF COMPANY

HAS BEEN ACQUIRED BY

‘* ALLANEE
GROUND

A PORTFOLIO COMPANY OF
GREF

SALE OF COMPANY

Y
MINGO

HAS BEEN ACQUIRED BY

—
UNVAIS
ATROSPACE GROUE

A PORTFOLIO COMPANY OF

) BLUE SEA CAPITAL

SALE OF COMPANY

AESY

HAS BEEN ACQUIRED BY

@HARGER

SALE OF COMPANY

GEESDETICS

HAS EEEN ACQUIRED BY

A PORTFOLIO COMPANY OF

MDP

SALE OF COMPANY

3 Ase

A PORTEOLIQ COMPANY OF

GERCAP
ZAMERICA

HAS BEEN AGOUIRED BY

dCalspan

SALE OF COMPANY

2 PORTFOLIO COMPANY OF

HAS BEEN AGQUIRED BY
MADISON DEARBURN

COVANT
SALE OF GOMPANY

RO

HAS BEEN ACQUIRED BY
A PORTFOLIO COMPANY OF
THE JORDAN COMIANY

SALE OF COMPANY

WALENCE"

oLooIEs

A PORTFOLIO COMPANY OF

HAS BEEN ACQUIRED BY

i
SALE OF COMPANY

IAAS Division

sTS

SALE OF COMPANY

Triumph Aviation Services -
D

FLORIDA TURBINE
TECHNOLOGIES

HAS BEEN ACQUIRED BY

KRETOS

SALE OF COMPANY

AERDSPACE & DEFENSE, ING.

HAS BEEM ACQUIRED BY

[—_ R

SALE OF COMPANY

e
Knermf it

HAS BEEM ACQUIRED BY

Tre CARLYLE GROUT

SALE OF COMPANY

imph Processing
Embee Division

HAS BEEM ACQUIRED BY

AM>

SALE OF COMPANY

Trevor Bohn
Partner
(949) 404-4203
trevor@kalcap.com

Ryan Murphy
Partner
(949) 404-4204
ryan@kalcap.com

This presentation has been prepared by KAL Capital Markets LLC (“KAL Capital”) for the exclusive use of the party to whom KAL Capital delivers this
presentation (together with its subsidiaries and affiliates, the “Recipient”) using publicly available information. KAL Capital has not independently verified the
information contained herein, nor does Salem make any representation or warranty, either express or implied, as to the accuracy, completeness or reliability of the
information contained in this presentation, or any other information (whether communicated in written or oral form) transmitted to or made available to the
ncluding projections of revenue, expense, net income and stock performance) are

Recipient. Any estimates or projections as to events that may occur in the future
based on publicly available information as of the date of this presentation. There is no guarantee that any of these estimates or projections will be achieved. Actual
results will vary from the projections and such variations may be material. Nothing contained herein is, or shall be relied upon as, a promise or representation as to
entation.

the past or future. KAL Capital expressly disclaims any and all liability relating to or resulting from the use of this pres

This presentation has been prepared solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related
financial instruments. The Recipient should not construe the contents of this presentation as legal, tax, accounting or investment advice or a recommendation. The

Recipient is urged to consult its own counsel, tax and financial advisors as to legal and related matters concerning any information described herein. This
tment, divestment or other financial

presentation does not purport to be all-inclusive or to contain all of the information that the Recipient may require. No inves
decisions or actions should be based solely on the information in this presentation. The Recipient should not rely on any information contained herein.

This presentation has been prepared on a confidential basis solely for the use and benefit of the Recipient. The Recipient agrees that the information contained
herein and in all related and ancillary documents is not to be used for any other purpose, that such information is of a confidential nature and that Recipient will
treat it in a confidential manner. Distribution of this presentation to any person other than the Recipient and those persons retained to advise the Recipient who
agree to maintain the confidentiality of this material and be bound by the limitations outlined herein, is unauthorized without the prior consent of KAL Capital. This
material must not be copied, reproduced, distributed or passed to others at any time without the prior written consent of KAL Capital.




