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Acquisitions Take Off in 2010, But Deals Still Face Hurdles
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Recession pressures, more cash on hand and a quest for new markets quickly kicked mergers and acquisitions out of
the gate in 2010. More reasonable corporate valuations will fuel activity, say M&A watchers, but the economic climate

could still hinder deal-making.
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“This year is off to a strong start with notable deals in the
energy, health-care, security and infrastructure sectors,”
says M&A consulting firm Morrissey Goodale, noting 10
deals announced in the first two weeks of January. His
firm tracked 230 deals in 2009, he says, slightly off the
300 recorded the previous year.

Steve Gido, M&A expert at management consultant
ZweigWhite, says buyers will be attracted by lower
valuations, potential acquisitions in distressed or changing
markets and those with credit-access challenges. He
says predicted tax increases in 2011, such as higher
capital gains taxes, could propel more sales action this
year. “Many firms are talking and strategizing, but | think
the bulk of the deals will continue to be niche and tuck-
ins, as many buyers still don’t want to take on much risk”
until the national and industry economic outlook is
clearer, says Gido.

Paul Zofnass, president of management consultant
EFCG Inc., predicts strong M&A activity fueled by slowing
operations that generate higher cash reserves for buyers,
as well as growing interest in the U.S. engineering-
construction marketplace from overseas acquisitors and
from private-equity firms that, he says, see long-term
sector-growth potential.

EFCG Vice President Andrej Avelini says the current
economic climate could make deal-making tougher,
noting buyers are more wary “about a seller’s ability to
return their earnings to what they had been in the past.”
He says lower earnings for some firms, compared to past
years, is creating a wider “valuation gap” between buyers
and sellers. The question is how many firms “will return to
the financial performance of 2007 and 2008, or is 2009 a
more representative year for the next couple of years?”
says Avelini.
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PLANNING:

CALIFORNIA Rainbow Municipal Water District is
seeking desiagn services for demolition of the existing 8-
million-gallon concrete-lined earthen Pala Mesa
Reservoir and also the design for a tank site to take its
place.

CONTRACTS/BIDS/PROPOSALS:

CONNECTICUT Suffolk Construction Co. Inc. has been
awarded a .5-million firm-fixed-price design-build
contract by the Naval Facilities Engineering Command

for a waterfront operations small-craft facility at the
Naval Submarine Base New London.
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