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Notice to Recipient
Confidential

“Bank of America Merrill Lynch” is the marketing name for the global banking and global markets businesses of Bank of America Corporation. Lending, derivatives, and other commercial banking activities are
performed globally by banking affiliates of Bank of America Corporation, including Bank of America, N.A., Member FDIC. Securities, strategic advisory, and other investment banking activities are performed globally
by investment banking affiliates of Bank of America Corporation (“Investment Banking Affiliates”), including, in the United States, BofA Securities, Inc., Merrill Lynch, Pierce, Fenner & Smith Incorporated, and Merrill
Lynch Professional Clearing Corp., all of which are registered broker-dealers and Members of SIPC, and, in other jurisdictions, by locally registered entities. BofA Securities, Inc., Merrill Lynch, Pierce, Fenner & Smith
Incorporated and Merrill Lynch Professional Clearing Corp. are registered as futures commission merchants with the CFTC and are members of the NFA.
Investment products offered by Investment Banking Affiliates: Are Not FDIC Insured * May Lose Value * Are Not Bank Guaranteed.
These materials have been prepared by one or more subsidiaries of Bank of America Corporation for the client or potential client to whom such materials are directly addressed and delivered (the “Company”) in
connection with an actual or potential mandate or engagement and may not be used or relied upon for any purpose other than as specifically contemplated by a written agreement with us. These materials are based
on information provided by or on behalf of the Company and/or other potential transaction participants, from public sources or otherwise reviewed by us. We assume no responsibility for independent investigation
or verification of such information (including, without limitation, data from third party suppliers) and have relied on such information being complete and accurate in all material respects. To the extent such
information includes estimates and forecasts of future financial performance prepared by or reviewed with the managements of the Company and/or other potential transaction participants or obtained from public
sources, we have assumed that such estimates and forecasts have been reasonably prepared on bases reflecting the best currently available estimates and judgments of such managements (or, with respect to
estimates and forecasts obtained from public sources, represent reasonable estimates). No representation or warranty, express or implied, is made as to the accuracy or completeness of such information and
nothing contained herein is, or shall be relied upon as, a representation, whether as to the past, the present or the future. These materials were designed for use by specific persons familiar with the business and
affairs of the Company and are being furnished and should be considered only in connection with other information, oral or written, being provided by us in connection herewith. These materials are not intended to
provide the sole basis for evaluating, and should not be considered a recommendation with respect to, any transaction or other matter. These materials do not constitute an offer or solicitation to sell or purchase any
securities and are not a commitment by Bank of America Corporation or any of its affiliates to provide or arrange any financing for any transaction or to purchase any security in connection therewith. These materials
are for discussion purposes only and are subject to our review and assessment from a legal, compliance, accounting policy and risk perspective, as appropriate, following our discussion with the Company. We assume
no obligation to update or otherwise revise these materials. These materials have not been prepared with a view toward public disclosure under applicable securities laws or otherwise, are intended for the benefit
and use of the Company, and may not be reproduced, disseminated, quoted or referred to, in whole or in part, without our prior written consent. These materials may not reflect information known to other
professionals in other business areas of Bank of America Corporation and its affiliates.
Bank of America Corporation and its affiliates (collectively, the “BAC Group”) comprise a full service securities firm and commercial bank engaged in securities, commodities and derivatives trading, foreign exchange
and other brokerage activities, and principal investing as well as providing investment, corporate and private banking, asset and investment management, financing and strategic advisory services and other
commercial services and products to a wide range of corporations, governments and individuals, domestically and offshore, from which conflicting interests or duties, or a perception thereof, may arise. In the
ordinary course of these activities, parts of the BAC Group at any time may invest on a principal basis or manage funds that invest, make or hold long or short positions, finance positions or trade or otherwise effect
transactions, for their own accounts or the accounts of customers, in debt, equity or other securities or financial instruments (including derivatives, bank loans or other obligations) of the Company, potential
counterparties or any other company that may be involved in a transaction. Products and services that may be referenced in the accompanying materials may be provided through one or more affiliates of Bank of
America Corporation. We have adopted policies and guidelines designed to preserve the independence of our research analysts. These policies prohibit employees from offering research coverage, a favorable
research rating or a specific price target or offering to change a research rating or price target as consideration for or an inducement to obtain business or other compensation. We are required to obtain, verify and
record certain information that identifies the Company, which information includes the name and address of the Company and other information that will allow us to identify the Company in accordance, as
applicable, with the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) and such other laws, rules and regulations as applicable within and outside the United States.
We do not provide legal, compliance, tax or accounting advice. If any person uses or refers to any such tax statement in promoting, marketing or recommending a partnership or other entity, investment plan or
arrangement to any taxpayer, then the statement expressed herein is being delivered to support the promotion or marketing of the transaction or matter addressed and the recipient should seek advice based on its
particular circumstances from an independent tax advisor. Notwithstanding anything that may appear herein or in other materials to the contrary, the Company shall be permitted to disclose the tax treatment and
tax structure of a transaction (including any materials, opinions or analyses relating to such tax treatment or tax structure, but without disclosure of identifying information or any nonpublic commercial or financial
information (except to the extent any such information relates to the tax structure or tax treatment)) on and after the earliest to occur of the date of (i) public announcement of discussions relating to such
transaction, (ii) public announcement of such transaction or (iii) execution of a definitive agreement (with or without conditions) to enter into such transaction; provided, however, that if such transaction is not
consummated for any reason, the provisions of this sentence shall cease to apply.
©2019 Bank of America Corporation. All rights reserved. | 05/13/19

Government Contracting Group
Dedicated to Leveraging Industry Experience

Industry Leading Government Contracting Platform

§Bank of America is the #1 lender to the Government Contracting industry with over
$5 billion in loan commitments, including $3 billion to small and middle market
government contractors nationally
§Relationships with 82% of the top 100 government contractors (Washington
Technology) and 75% of the top 200
§One fifth of the Washington Technology’s Fast 50 Small Businesses in the government
contracting market bank with Bank of America
§BofAML has the largest and longest standing government contracting (“GovCon”)
practice of any local, regional, or national bank that dates back over 30 years

The BofA Merrill Lynch Government Contracting Group represents a dedicated team of specialists whose
mission is to help our clients achieve their strategic and financial objectives through the use of our
intellectual and financial capital

Agenda

• Industry Overview 2020 and beyond
• Building Enterprise Value
• What makes you buyable makes you bankable

2020 By the Numbers

• The funding level is consistent with the $716 billion
2018 Bipartisan Budget Act national defense
spending cap for FY 2019.
• For 2020, of the $718 billion, more than $104 billion
is set aside for research, development, test and
evaluation programs, approximately $143 billion set
aside for procurement costs with additional funds
over $300 billion intended for operations,
maintenance, military housing and similar areas

Building Enterprise Value

• Moody’s Rating Analysis (MRA Spreads)
• Understanding the Numbers
• Make a plan, stick to the plan

Buyability

• Prepare to Exit
• Increasing Multiplier
• Realizing Enterprise Value

What Makes You Buyable
•

Professional Services or Systems Integration, Manufacturing or Supplier(Capabilities)

•

DOD only or Diversity of Clients (Customers)

•

Full and Open or are there multiple contracts in place? Set aside or Full and Open. Sub
or Prime (Contracts, Prime/Sub Mix)

•

Growth Top line and Bottom line. (Year over Year Performance)

•

What is the company’s backlog? How much is funded and unfunded? How does this
compare with prior periods? (Revenues)

•

Building the Balance Sheet. (Enterprise Value/Managing the Business)

•

One main IDIQ or several contract vehicles (diverse)

•

Lots of capabilities and customers or one main customer with 1 or 2 capabilities.
(Focus)

Bankability

• Creating Enterprise Value
• Past Performance
• Building the Business

What Makes You Bankable?
• What is management’s background including prior Government or military
experience? (Capabilities)
• How long has the borrower performed contracts of this type? (Past
Performance/Customers)
• Are there any concentrations with certain Government agencies? Are there
multiple contracts in place? Set aside versus Full and Open. (Contracts,
Prime/Sub Mix)
• Good successes with winning re-competed contracts and high win rate on new
contracts. Growing top and bottom line. Waterfall and PWIN (Year over Year
Performance)
• What is the company’s backlog? How much is funded and unfunded? How
does this compare with prior periods? (Revenues)
• Moderate to low leverage on balance sheet, borrowing base leverage and
expense control. (Managing the Business)
• What kind of accounting system is being used? (Controls)
• Are legal, accounting advisors, insurance and bankers well versed with
sufficient experience in dealing with Government contracts? (Outside
Employees)

Potential Challenges
• Revenue Recognition accounting standard change – what does it mean for
government contractors
• NIST 800-171 cyber requirements – what is new with CMMC requirements
• The Runway Extension Act and changes to small business size standard measurement
protocol
• Recent rule changes for LPTA procurements
• Interest expense deduction limitation – what changed under the new tax law

