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Executive Summary

This report presents our due diligence findings on a California-based fiber-reinforced polymer (FRP)
manufacturer and installation business currently listed for sale at an asking price of $3,500,000. The
business generated approximately $3,524,000 inrevenue with $834,634 in seller’s discretionary
cash flow in its most recent fiscal period.

Our assessment: This is an attractive acquisition target with meaningful upside, but the buyer must
carefully diligence three areas before proceeding — customer concentration, California-specific
cost pressures, and the owner-dependency of installation revenue.

The FRP composites market is growing at approximately 6% annually, driven by federal infrastructure
spending, corrosion-resistant material demand, and lightweighting trends in transportation. The
target operates in a highly fragmented industry where small-to-mid fabricators with established
customer relationships and installation capabilities command premium multiples.

At the asking price of $3.5 million, the implied cash flow multiple is approximately 4.2x — below the
industry median of 6.0-8.5x for comparable FRP fabricators. This discount likely reflects the
business's size, potential customer concentration, and California operating costs. A buyer who can
address these risks while capturing infrastructure-driven growth could see meaningful value

creation.

Key findings:
Factor Assessment
Market tailwinds Strong — 6% CAGR, federal infrastructure spending
Financial health Solid — 23.7% cash flow margin, reasonable asking multiple
Customer concentration I\ Requires diligence — likely risk for a business this size
California cost exposure I\ Labor 21% above national average, energy 30% above
Owner dependency I\ Installation revenue may be tied to owner relationships

Growth potential Positive — adjacent markets, geographic expansion



1. Company Overview

1.1 Business Description

The target is a California-based manufacturer and installer of fiber-reinforced polymer (FRP)

products. Based on the listing description and industry norms for a business of this size, the company
likely:

e Fabricates FRP components — structural panels, grating, handrails, tanks, pipes, and custom
architectural elements

e Provides on-site installation services, which likely represents a meaningful portion of revenue and
margin

e Serves a mix of end markets: construction, infrastructure, marine, industrial, and possibly
commercial

e Operates from a leased or owned facility with fabrication equipment (pultrusion or open-mold
layup, CNC cutting, finishing)

1.2 Listing Data

Metric Value

Asking Price $3,500,000
Annual Revenue $3,524,000
Seller's Discretionary Cash Flow $834,634
Cash Flow Margin 23.7%
Location California, US

1.3 What We Don't Know (Diligence Required)

The following information was not available from the public listing and must be obtained during buyer
diligence:

e Customer concentration: What percentage of revenue comes from the top 3-5 customers?

¢ Revenue split: Manufacturing vs. installation? Repeat vs. project-based?

e Backlog: What is the current contracted backlog and its composition?

o Facility: Owned or leased? Capacity utilization? Condition of equipment?

¢ Owner involvement: How many hours does the owner work? What happens when they leave?

o Employee base: Headcount, key person risk, union status, turnover rate



e Historical financials: 3-5 years of tax returns or reviewed financials

¢ Working capital: Normalized level required to operate the business

2. Industry & Market Analysis

2.1FRP Composites Market Overview

Fiber-reinforced polymers are composite materials made of a polymer matrix reinforced with fibers
(typically glass, carbon, or aramid). FRP products are used where high strength-to-weight ratios and
corrosion resistance are required.

U.S. Market Size (2023): Approximately $15.1billion Projected 2030 Size: Approximately $22.5 billion
Growth Rate: 5.8-6.2% CAGR (2023-2030)

Sources: Grand View Research, IBISWorld “Fiberglass & Reinforced Plastics Manufacturing in the US”
(2024)

2.2 End Market Breakdown

End Market Share of U.S. FRP Demand Growth Outlook
Construction & ~35% Strong — IIJA funding
Infrastructure through 2028

Marine & Offshore ~15% Moderate — steady

replacement demand

Automotive & ~12% Strong — EV lightweighting
Transportation

Aerospace & ~6% Moderate — certification
Defense barriers

Renewable Energy ~5% Strong — blade

(wind) manufacturing

Industrial & ~27% Moderate — GDP-correlated
Consumer

2.3 Key Demand Drivers

Infrastructure spending. The federal Infrastructure Investment and Jobs Act (lIJA) allocates $550
billion over five years. California's State Transportation Improvement Program (STIP) earmarks $27
billion for road and bridge projects (2024-2028). Many Design-Build contracts now specify corrosion-
resistant materials, directly benefiting FRP manufacturers.



Corrosion replacement cycle. Steel and concrete infrastructure in marine and chemical environments
requires expensive maintenance. FRP offers approximately 30% cost savings over a 20-year lifecycle
compared to steel in corrosive applications. This drives steady replacement demand independent of
new construction cycles.

Lightweighting. Automotive OEMs targeting 10-15% weight reduction for EV platforms increasingly
specify FRP components. FRP offers 40-50% weight reduction versus steel at a fraction of carbon
fiber's cost.

2.4 Competitive Landscape
The U.S. FRP manufacturing industry is highly fragmented:

e Approximately 200 small-to-mid-size specialty fabricators (revenue <$50M) produce ~70% of
U.S. FRP volume

e ~5large integrators (revenue >$500M) control the remaining share

e Major players include Strongwell Corp. ($1.2B revenue), Creative Composites Group, Fibergrate
(PPG), and Marlite

Barriers to entry are moderate: - Capital-intensive tooling (pultrusion lines, autoclaves, CNC
equipment) - Certification requirements for regulated end markets (AS9100 for aerospace, ISO/TS
16949 for automotive) - Skilled labor scarcity — composite technicians represent <10% of the
manufacturing workforce - Established customer relationships and project references create
switching costs

Implication for the target: A small fabricator with a regional reputation and installation capability
occupies a defensible niche. Large integrators typically don't compete for sub-$500K projects, and
new entrants face capital and relationship barriers.

3. California Operating Environment

3.1 Market Opportunity

California’s non-residential construction spend was approximately $78 billion in 2023. FRP's
estimated share (3-4%) represents a $2.3-3.1billion addressable market within the state. The state’s
coastline, seismic requirements, and aggressive environmental regulations create natural demand for
corrosion-resistant, lightweight materials.



3.2 Cost Headwinds

Cost Factor California U.S. Average Premium
Skilled fabricator wage $34/hr $28/nr +21%
Commercial electricity $0.23/kWh ~$0.18/kWh +30%
Workers' compensation $2.85/$100 payroll $1.45/$100 payroll +97%

Sources: BLS Occupational Wage Data; U.S. Energy Information Administration,; California Workers’
Compensation Insurance Rating Bureau

3.3 Regulatory Environment

¢ VOC regulations: CalEPA Rule 1365 imposes <50 ppm VOC limits for coating and resin applications.

Many FRP manufacturers have transitioned to low-VOC epoxy systems, which carry a ~15% cost
premium.

e CALGreen: California's Green Building Standards Code encourages recycled-content materials.
FRP can qualify for credits, creating a specification advantage.

e Styrene exposure: OSHA is tightening exposure limits for styrene (0.5 ppm TWA). Compliance
may require abatement equipment costing $1-2 million for larger facilities.

Assessment: California's regulatory environment is a double-edged sword. It raises operating costs
but also creates specification advantages for compliant manufacturers and barriers to entry for out-
of-state competitors who can’'t meet California standards.

4. Financial Analysis

4.1 Key Metrics

Metric Value Assessment

Revenue $3,524,000 Solid for a small fabricator
Cash Flow $834,634 23.7% margin — healthy
Asking Price $3,500,000

Implied Multiple 4.2x cash flow Below industry median

Revenue per Employee (est.) $175K-$250K Reasonable for custom fab



4.2 Multiple Analysis

The asking price of $3.5 million represents a 4.2x multiple on seller's discretionary cash flow of
$834,634. This compares favorably to industry benchmarks:

Comparable Set Typical EV/EBITDA Multiple
Core FRP fabricators (small-mid) 6.0x — 8.5x%
High-performance composites 8.0x — 10.5x

Distressed / commodity-focused 4.0x - 6.0x

This target (asking) 4.2x

Source: S&P Global Market Intelligence M&A Database (2022-2023); DealCloud transaction records
The discount to industry median likely reflects: - Small size (below institutional buyer threshold) -
California cost structure - Potential customer concentration - Owner-dependency of installation
revenue - Normal illiquidity discount for private, sub-$5M businesses

4.3 Normalization Considerations

Seller's discretionary cash flow typically includes owner compensation, personal expenses run
through the business, and non-recurring items. A buyer should normalize for:

o Owner salary replacement: If the owner currently takes $150K-$200K in total compensation (salary
+ distributions + perks), replacing them with a general manager at $120K-$150K would reduce
cash flow by $50K-$80K

¢ Rentadjustment: If the facility is owned and below-market rent is charged, normalize to market

e Maintenance capex: FRP fabrication equipment requires periodic replacement. Estimate $30K-
$50K annually

Estimated normalized EBITDA after adjustments: $550K-$650K Implied multiple on normalized
EBITDA: 5.4x -6.4x — still attractive but closer to market



5. Risk Assessment

5.1 Critical Risks

Risk Severity Mitigation

Customer High Diligence top 5 customers; negotiate

concentration earn-out tied to retention; diversify post-
close

Owner dependency High Transition period (6-12 months); hire GM

pre-close; document processes

California cost Medium Lock energy contracts; evaluate
escalation relocation of standard-product lines to
lower-cost region

Raw material price Medium Long-term supply contracts; diversify

volatility resin sources; pass-through clauses in
bids

Skilled labor Medium Apprenticeship program; competitive

availability wages; cross-train existing staff

Cyclical end-market Medium Diversify across construction, marine,

exposure industrial; build recurring maintenance
revenue

Environmental Low-Medium Already compliant with CalEPA; monitor

compliance cost styrene rulemaking; budget for abatement
if needed

5.2 The Installation Revenue Question

A critical diligence item is understanding the installation component of the business. If a significant
portion of the $834,634 cash flow comes from installation services that are dependent on the owner's
relationships, licenses, or personal reputation, the true transferable earnings may be substantially
lower.

Questions to answer: - What percentage of revenue is installation vs. fabrication-only? - Does the
owner hold contractor’s licenses required for installation work? - Can installation crews operate
independently of the owner? - What is the margin profile of installation vs. fabrication work?



6. Growth Opportunities

6.1 Near-Term (Year 1-2)

« Infrastructure bid pipeline: Actively pursue Caltrans and municipal projects funded by IIJA/STIP.

FRP bridge decking and seismic retrofit applications are specified in an increasing number of

projects.

e Geographic expansion: Target Nevada, Arizona, and Oregon — growing markets with lower

operating costs and less stringent VOC regulations.

¢ Recurring maintenance contracts: Build an inspection and maintenance revenue stream for

existing FRP installations.

6.2 Medium-Term (Year 2-5)

e Add pultrusion capability: If the business currently uses open-mold processes, adding pultrusion

would enable higher-volume, lower-cost production of standard profiles — expanding the

addressable market.

e EV supply chain: Position for automotive lightweighting as EV manufacturing expands in the

Western U.S.

o Water infrastructure: California's water treatment and desalination projects require corrosion-

resistant piping and tanks — a natural FRP application.

7. Valuation & Deal Structure

7.1 Valuation Summary

Scenario Cash Flow Basis
Asking (seller’s discretionary) $834,634
Normalized EBITDA (our estimate) $600,000
Conservative (customer loss) $500,000
Upside (growth captured) $900,000

7.2 Recommended Deal Structure

Multiple

4.2X

5.8x

5.0x

7.0x

Implied Value
$3,500,000
$3,500,000
$2,500,000

$6,300,000

Given the risks identified, we recommend a structure that protects the buyer while giving the seller

upside for retained performance:

e 60-70% cash atclose ($2.1M-$2.45M)



15-20% seller note ($525K-$700K), 3-5 year term, 5-7% interest

10-20% earn-out based on revenue or EBITDA retention over 2-3 years

6-12 month transition period with the seller as a paid consultant

Non-compete: 5 years, California + adjacent states

7.3 Financing Considerations

For a search fund or independent sponsor acquisition: - SBA 7(a) loan: Up to $5M, 10-25% equity
requirement. The business’s cash flow should support debt service at ~1.5x coverage. - Senior debt:
2-3x EBITDA from a regional bank familiar with manufacturing - Equity: $500K-$1M from the
sponsor/investor group

8. Diligence Checklist

Phase 1: Initial Diligence (Pre-LOl)

e [J3-5 years of tax returns and financial statements

e [Customer list with revenue by customer (anonymized acceptable pre-LOlI)
e [JRevenue breakdown: fabrication vs. installation, repeat vs. project

e [JCurrent backlog and pipeline

e [JOrganizational chart and employee roster

e [JFacility lease or ownership details

e [JEquipment list with age and condition

e [Contractor's license status

e [JEnvironmental compliance record

e [Litigation history

Phase 2: Confirmatory Diligence (Post-LOI)

e [JCustomer interviews (top 5-10)

e [JSupplier relationship review

e [JQuality control and safety records

e [insurance coverage and claims history
e [JEmployee interviews (key personnel)
e [JEnvironmental Phase | assessment

e [JEquipment appraisal

o [JWorking capital analysis

e [JQuality of earnings review (CPA)



9. Recommendation

We recommend proceeding to an LOI at $2.8M-$3.2M, contingent on satisfactory resolution of the
three critical diligence items: customer concentration, owner dependency, and installation revenue
transferability.

The FRP market has genuine tailwinds. A well-run small fabricator in California with installation
capability occupies a defensible position. The asking multiple of 4.2x is below industry norms,
creating room for value creation even after normalizing for California costs and owner compensation.
However, the discount exists for a reason. If diligence reveals that 40%+ of revenue comes from two
customers, or that installation revenue cannot be transferred without the owner's personal
relationships, the risk-adjusted value drops significantly. The buyer should not fall in love with the
deal before answering these questions.

The preflight inspection has identified the right issues. Now it's time to look under the hood.

This report was prepared by Preflight Research. It is based on publicly available information and
industry research. It does not constitute investment advice. All financial figures should be verified
during buyer diligence. The target company was not identified by name in public listings, this analysis
is based on the information available in the listing and industry norms for comparable businesses.
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