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1. Executive Summary

The architecture, engineering, and construction (AEC) sector is entering a decisive decade.
Structural shifts in ownership demographics, rapid consolidation, unprecedented levels of
infrastructure spending, and a war for technical talent are converging to reshape the
competitive landscape. For firm leaders, the challenge is twofold: secure growth in an
increasingly concentrated marketplace, while also preparing for succession in an industry where
over half of principals expect to retire by 2035.

Mergers and acquisitions (M&A) have moved from the periphery of strategic planning to the
center. No longer the domain of distressed firms or opportunistic buyers, M&A has become a
primary mechanism for both growth and transition. Sellers view it as a pathway to maximize
enterprise value, ensure continuity, and protect legacy. Buyers see it as the most efficient lever
to expand geographic reach, deepen technical expertise, and acquire scarce talent.

Despite market volatility in the broader economy, transaction activity in the AEC sector has
proven resilient. Valuation multiples remain robust for well-positioned firms, particularly in
engineering and specialty contracting, where demand outstrips supply. Private equity, once
hesitant to enter professional services, has now established a permanent foothold. More than
100 PE-backed platforms are actively executing roll-up strategies across the United States, with
some closing a dozen acquisitions per year. Strategic buyers, meanwhile, are racing to secure
competitive advantage before opportunities consolidate further.

This white paper provides a comprehensive assessment of the current AEC M&A market and
outlines actionable strategies for firm leaders. Key themes include:

o Demographic urgency. With the average principal age approaching 60, ownership
transition is no longer a distant concern, it is imminent.

o Capital flows into AEC. Institutional investors and strategic buyers alike are deploying
capital aggressively, sustaining healthy valuation multiples.

e Growth as a necessity, not an option. Firms that fail to scale risk being marginalized,
unable to compete for top talent or marquee clients.



¢ The bifurcation of value. Well-prepared firms command premium valuations, while
unprepared firms often settle for suboptimal outcomes.

o Preparation as leverage. Whether planning to sell, merge, or acquire, the most
successful firms are those that begin preparing years in advance.

For firm leaders, the implications are clear. Waiting to act is no longer a viable strategy. The next
decade will favor proactive firms that embrace M&A as a strategic lever whether to secure
growth, achieve succession, or simply preserve optionality.

2. Market Trends in AEC
2.1 Consolidation Is Accelerating

The AEC industry has historically been fragmented, with thousands of small to mid-sized firms
competing in local and regional markets. That landscape is rapidly changing. Over the past
decade, the number of transactions in the sector has increased by more than 40%, driven by
both strategic consolidators and financial sponsors.

Several forces underpin this acceleration:

e Aging ownership base. More than 60% of AEC firm leaders are age 55 or older. The
sheer volume of upcoming transitions ensures a steady supply of sellers.

e Private equity roll-ups. Investors see AEC as attractive: stable cash flows, low capital
intensity, and opportunities to professionalize operations. PE-backed platforms are now
active across environmental engineering, civil infrastructure, and specialty trades.

o Infrastructure funding. Federal and state governments are committing unprecedented
sums to infrastructure renewal, creating demand surges that reward scale and multi-
disciplinary capability.

o Talent constraints. With technical professionals in short supply, acquisitions are often
driven less by clients and more by human capital.

The result is a marketplace increasingly dominated by larger, more diversified players. Firms that
do not pursue growth risk being marginalized, competing on price rather than value.

2.2 Valuation Multiples Remain Strong

Despite economic headwinds, valuation multiples in the AEC space remain healthy. Based on
Stonemill Partners’ transaction data and industry sources, current ranges are:

¢ Engineering firms: 6.0x — 9.0x EBITDA



e Architecture firms: 4.0x — 7.0x EBITDA

e Specialty contractors: 5.0x — 8.0x EBITDA, with premiums for backlog visibility and niche
expertise

Multiples are higher for firms with:
e Strong EBITDA growth (>10% YoY).
o Diversified client base and low concentration risk.
¢ Institutionalized leadership beyond the founder.

e Recurring or repeat revenue streams, particularly with government and infrastructure
clients.

Conversely, firms dependent on a single leader, a handful of clients, or volatile end markets
often trade at discounts of 20—-30%.

2.3 Regional Dynamics
M&A activity varies significantly by region:

e Northeast: Intense competition among buyers for environmental and infrastructure
firms, often commanding upper-range multiples.

e Southeast: Population growth drives demand for design-build and transportation
engineering firms. Family-owned firms dominate, creating transition opportunities.

e Midwest: Specialty contractors (electrical, mechanical, infrastructure) are attracting PE
due to backlog stability.

e West Coast: High demand for firms with ESG capabilities, sustainability expertise, and
BIM/digital-first operations.

2.4 Private Equity’s Role

Private equity has transformed the AEC deal landscape. A decade ago, PE accounted for less
than 10% of transactions. Today, PE-backed platforms drive over 35% of deals. Their approach is
systematic: acquire a strong regional platform, then pursue “tuck-in” acquisitions to expand
service lines and geographies.

This dynamic creates both opportunity and risk. On one hand, PE buyers often pay premium
valuations. On the other, firms that delay may find the most attractive buyers have already
consolidated their region.

2.5 What Buyers Are Really Looking For



¢ Backlog visibility. Firms with 12+ months of contracted work are highly sought.
e Leadership depth. Buyers want firms that can operate without the founder.

¢ Scalable systems. Modern financial and project management platforms enhance
integration potential.

o Differentiation. Unique technical expertise or geographic dominance is a premium
driver.

3. The Growth Imperative
3.1 Growth as a Strategic Necessity

In the AEC industry, scale has become a prerequisite for long-term competitiveness. Where
once a regional reputation and a loyal client base were sufficient, today’s environment demands
greater breadth of services, geographic reach, and leadership depth.

Three macro trends are fueling this shift:

1. Client expectations are evolving. Public and private clients increasingly prefer firms that
can deliver multi-disciplinary solutions across geographies, reducing the risk of
fragmented delivery.

2. Talent scarcity intensifies. With technical professionals in short supply, larger firms can
offer more compelling career paths and retention incentives.

3. Margin pressure is rising. Technology adoption, compliance requirements, and
escalating labor costs are squeezing margins. Scale allows firms to absorb these
pressures more effectively.

In short, standing still is not a neutral strategy. Firms that fail to grow risk being relegated to
sub-tier positions, competing on price rather than expertise.

3.2 Organic vs. Inorganic Growth

Organic Growth
e Driven by client wins, reputation, and incremental hiring.
e Advantages: cultural continuity, low financial risk.

e Limitations: typically delivers 3—=7% annual growth, insufficient to keep pace with
consolidating competitors.



Inorganic Growth (M&A)
e Accelerates scale by acquiring new clients, capabilities, and talent.
¢ Advantages: instant market entry, diversification, leadership bench strength.
¢ Risks: integration challenges, cultural misalignment, overpayment.

For firms facing succession or competitive pressures, inorganic growth has emerged as the
dominant lever. A single acquisition can achieve what would otherwise take a decade

organically.

3.3 Four Pathways to Growth in AEC Firms
AEC firms pursuing growth typically follow one or more of the following strategies:
1. Market Expansion
o Geographic diversification reduces reliance on a single regional economy.

o Example: A Texas-based infrastructure firm entered the Mid-Atlantic market by
acquiring a $25M transportation design firm, positioning itself to capture
federally funded projects in new states.

2. Capability Expansion
o Adding specialized services enhances client stickiness and expands wallet share.

o Example: A S40M environmental firm acquired a water resources boutique,
enabling it to win broader infrastructure resilience contracts.

3. Client Expansion
o Acquisitions provide access to blue-chip clients and long-term contracts.

o Example: A regional architecture firm merged with a healthcare-focused peer,
immediately gaining access to a top 10 hospital system.

4. Talent Expansion

o Perhaps the most overlooked driver. Acquiring firms is often the fastest way to
secure leadership-ready talent in an environment of scarcity.

o Example: A $15M civil firm acquired a $7M niche engineering company primarily
to add a proven leadership team, ensuring succession continuity.



3.4 Case lllustrations

Case A: The Stagnant Firm

A S12M regional engineering practice relied exclusively on organic growth. While competitors
expanded into adjacent markets, this firm remained static, losing key talent to larger firms
offering broader career paths. By 2025, its revenue growth lagged inflation, and valuation
multiples slipped below industry averages.

Case B: The Acquirer

A S20M transportation engineering firm pursued a disciplined acquisition strategy, acquiring
two niche firms in stormwater management and bridge design. Within three years, revenue
doubled to $40M, backlog lengthened from 9 months to 18 months, and EBITDA margin
expanded by 250 basis points. The firm became a platform for private equity, transacting at 9x
EBITDA premium multiple.

3.5 The Imperative for Action

The message is unambiguous: growth is no longer optional. Whether through strategic M&A or
carefully executed organic initiatives, firms must achieve scale to remain competitive.

e For owners nearing retirement, inorganic growth increases valuation by creating a
stronger market story.

o For firms targeting leadership continuity, acquisitions provide immediate access to
talent pipelines.

o For buyers, disciplined growth creates a platform that attracts institutional capital and
positions the firm for future liquidity events.

In the next decade, the winners will not simply be those who maintain strong technical
reputations. They will be the firms that execute a deliberate growth strategy by securing market
share, retaining talent, and creating enterprise value that withstands transition.

4. The Ownership Transition Wave
4.1 Demographic Realities

The AEC sector is facing an unprecedented transition of ownership. Demographic data show
that:

e The average age of principals in architecture and engineering firms is 59.



¢ More than 40% of firm owners plan to retire within the next 10 years.

¢ Asignificant percentage of firms lack a formal succession plan or clear pathway for
leadership continuity.

This demographic pressure ensures that the next decade will see an accelerated transfer of
ownership through internal buyouts, external sales, mergers, or, in less fortunate cases,
unplanned dissolutions.

The scale of this transition is without precedent. In many regional markets, nearly half of
established firms are led by principals who will exit within a single generation. For buyers, this
represents extraordinary opportunity; for sellers, it highlights the urgency of preparation.

4.2 Transition Models
Ownership transition in the AEC industry typically follows one of three pathways:
1. Internal Transfers
o Shares are sold to younger partners or employee stock ownership plans (ESOPs).
o Advantages: cultural continuity, smoother transition for staff and clients.

o Limitations: requires internal capital, often results in lower valuations compared
to external sales.

o Typical valuation: 20-30% below strategic sale prices.
2. External Sales

o Ownership is sold to strategic buyers (other firms) or financial sponsors (private
equity).

o Advantages: higher valuations, immediate liquidity, broader strategic fit.
o Limitations: cultural risk, integration complexity, potential loss of legacy identity.
o Typical valuation: 4-9x EBITDA, depending on firm profile.

3. Hybrid Models

o A combination of internal and external solutions, such as recapitalizations or
partial sales.

o Example: younger partners acquire minority stakes while private equity provides
majority capital.



o Advantages: balances continuity with liquidity, maximizes optionality.

4.3 The Economics of Waiting Too Long

One of the most common mistakes among firm leaders is delaying succession planning until

retirement is imminent. This creates significant risks:

Valuation erosion. Firms heavily dependent on a single principal often suffer lower
multiples.

Buyer skepticism. A lack of leadership depth raises concerns about continuity.

Talent flight. Senior staff sensing instability may leave, compounding succession
challenges.

Forced sales. Unplanned health or economic shocks can lead to rushed transactions
under unfavorable conditions.

Hlustrative Example:

A S15M structural engineering firm delayed succession planning until its founder was 67. By
that time, the second tier of leadership had departed, backlog was declining, and the firm

ultimately sold at 5.0x EBITDA; 20% below market. Proactive planning five years earlier could

have yielded a valuation of 6.5x, equating to an additional $4M in enterprise value.

4.4 Five Most Common Succession Mistakes

1.

Procrastination — Owners assume succession can be addressed “later,” often until
external pressures make it urgent.

Overvaluation bias — Emotional attachment leads owners to expect valuations
unsupported by market fundamentals.

Failure to groom leadership — Without a credible second-tier team, buyers discount
valuations heavily.

Neglecting financial hygiene — Inconsistent reporting, lack of normalized owner
compensation, or outdated systems undermine buyer confidence.

Ignoring communication — Key employees and clients may leave if succession is
perceived as uncertain or secretive.



4.5 Strategic Imperatives for Owners
e Begin planning at least 5-10 years in advance of transition.
e Treat succession as a value creation initiative, not just an exit exercise.

¢ Develop a dual-path strategy: internal transition readiness combined with external
marketability.

¢ Institutionalize knowledge, processes, and client relationships to ensure continuity.

The transition wave is not speculative; it is inevitable. The firms that act today to prepare for
ownership succession will not only secure higher valuations but will also ensure that their
legacy, clients, and employees are protected. For those that wait, the consequences will be
diminished value, limited options, and increased risk of unfavorable outcomes.

5. M&A as a Strategic Lever

5.1 From Last Resort to Core Strategy

Historically, mergers and acquisitions in the AEC sector were often reactive, triggered by owner
retirement, succession failures, or opportunistic buyers. Today, M&A has become a core
strategic lever used proactively by both buyers and sellers:

o For sellers, M&A provides liquidity, succession continuity, and a pathway to maximize
valuation.

¢ For buyers, M&A accelerates growth, expands geographic reach, and solves leadership
and talent shortages.

The sophistication of the M&A market has also evolved. Buyers and sellers alike now recognize

that deal preparation, structure, and integration planning are as critical as the transaction
itself.

5.2 The Sell-Side Playbook

For firm owners considering a sale, preparation is paramount. Successful sellers typically begin
planning three to five years in advance. Key actions include:

¢ Normalize owner compensation. Buyers expect EBITDA to reflect market-rate salaries
rather than inflated or understated owner draws.



¢ Strengthen management depth. A credible leadership team beyond the founder
increases buyer confidence and valuation multiples.

o Diversify clients and revenue streams. Over-concentration in a single client or sector is
heavily discounted by buyers.

o Fortify backlog. Documented, contracted revenue pipelines provide certainty and
reduce buyer risk.

¢ Professionalized financial reporting. GAAP-compliant statements, audited, reviewed or
compiled, are increasingly expected.

lllustrative Case:

A S30M civil engineering firm normalized owner compensation, invested in CFO-level financial
reporting, and transitioned 40% of client relationships to second-tier leaders before going to
market. The result: a competitive process with multiple strategic and financial buyers,
culminating in a sale at 9.0x EBITDA, a premium multiple.

5.3 The Buy-Side Playbook

For firms pursuing acquisitions, discipline is critical. The most successful acquirers establish clear
frameworks:

o Define acquisition criteria. Geography, size, technical focus, and cultural fit should be
non-negotiable.

o Build a proactive pipeline. Opportunistic acquisitions rarely succeed; leading acquirers
maintain ongoing dialogues with 25-50 potential targets.

e Conduct rigorous due diligence. Beyond financials, cultural compatibility and leadership
continuity often determine success.

o Prioritize integration planning. Deals fail more often in integration than in negotiation.
Planning for systems, branding, and talent retention is essential.

lllustrative Case:

A S45M infrastructure engineering firm established an acquisition committee and mapped 75
potential targets. Over five years, it acquired four firms across three states, doubling revenue to
S90M. Importantly, 85% of acquired senior staff were retained post-closing due to thoughtful
integration practices.



5.4 Deal Structures in AEC Transactions

Deal structures vary widely, but several models dominate the AEC sector:

Cash at Close. Immediate liquidity, often with modest escrow. Most common in smaller
deals.

Earn-Outs. Sellers receive additional consideration based on post-closing performance,
aligning incentives but creating negotiation complexity.

Stock Swaps. Common in mergers of equals, aligning long-term interests but diluting
legacy ownership.

Recapitalizations. Private equity acquires a majority stake, allowing owners to “take
chips off the table” while retaining upside through a minority interest.

The choice of structure reflects seller objectives: liquidity, legacy preservation, or ongoing

growth participation.

5.5 Seller Readiness Scorecard

Is your firm market ready? Score yourself “Yes / No” on the following criteria:

1. EBITDA is normalized and growing year over year.

2. Backlog provides at least 12 months of revenue visibility.

3. No single client accounts for more than 20% of revenue.

4. At least two senior leaders (beyond owners) can run the firm.

5. Financial reporting is accurate and timely.

6. Legal, HR, and compliance issues are resolved or disclosed.

7. Systems and processes are documented and institutionalized.
Scoring:

6—7 Yes: Market-ready. Premium multiples likely.
4-5 Yes: Partially prepared. Value achievable with 12—18 months of work.

<4 Yes: High risk of discounted valuation. Preparation required.



5.6 The Middle Ground: Strategic Partnerships

Not every pathway requires a full sale. Many firms pursue mergers of equals or joint ventures to
achieve scale and service breadth without relinquishing full independence. While often more
complex to negotiate, these partnerships can deliver competitive advantages in pursuing major
projects, particularly in public-sector markets.

5.7 The Strategic Imperative

The evidence is clear: firms that treat M&A as a strategic discipline rather than a one-time
transaction create outsized value. On the sell side, preparation can increase valuation by 20—
30%. On the buy side, disciplined execution and integration can transform a regional player into
a national platform.

The question for AEC leaders is not if M&A will impact their firm, but how will they position
themselves in this wave of consolidation.

6. Preparing for Marketability
6.1 Marketability as a Strategic Asset

Whether an owner plans to transition in two years or ten, the discipline of preparing a firm for
marketability creates enterprise value. Firms that approach readiness as an ongoing
management exercise, not just a pre-sale checklist, command higher valuations, attract stronger
buyers, and enjoy greater optionality.

In AEC M&A, buyers consistently pay premiums for firms that exhibit predictable earnings,
diversified risk profiles, and institutionalized leadership. Conversely, firms that enter the market
without preparation are penalized heavily often losing 20—-30% of potential value.

6.2 Key Drivers of Valuation

Based on Stonemill Partners’ transaction data and market benchmarks, the following five drivers
consistently determine marketability:

1. EBITDA Strength and Consistency
o Buyers prioritize not only the level of earnings but also their predictability.

o A firm delivering S5M in EBITDA with consistent growth over five years often
commands a higher multiple than a firm producing $7M with volatility.



Backlog Visibility
o Strong firms demonstrate at least 12 months of contracted backlog.

o Buyers assign higher confidence when backlog is diversified across project types
and geographies.

Client Diversification
o No single client should exceed 15-20% of revenue.
o Diversification across public and private sectors enhances stability.
Leadership Depth
o Firms dependent on a single principal face valuation discounts of 1-2x EBITDA.

o Documented leadership succession and empowered second-tier managers are
critical.

Scalable Systems and Processes
o Modern project management, HR, and financial systems reduce integration risk.

o Buyers increasingly expect digital adoption (BIM, ERP, cloud-based platforms).

6.3 Steps to Enhance Marketability

Proactive firms invest in readiness years before entering the market. Key actions include:

Institutionalize client relationships. Ensure major accounts are managed by teams, not
individuals.

Implement financial discipline. Close books monthly, adhere to GAAP standards, and
prepare audited, reviewed or compiled financials where feasible.

Document processes. Standard operating procedures (SOPs) and knowledge transfer
reduce buyer concerns over founder dependence.

Resolve legal and HR issues. Clean due diligence books accelerate transaction
confidence.

Develop leadership. Promote visibility of second-tier managers to clients, employees,
and industry partners.



6.4 Expanded Exit Prep Checklist
Financial Readiness
e Normalize owner compensation to market rates.
e Prepare 5 years of historical financials with clear adjustments.
¢ Develop 3-year forecasts tied to backlog and pipeline.
Operational Readiness
¢ Document all SOPs, key workflows, and project delivery processes.
e Update technology platforms for finance, HR, and project management.
e Ensure compliance with licensing, insurance, and regulatory requirements.
Leadership Readiness
e |dentify successors for each business unit.
o Develop retention plans for senior talent.
¢ Implement incentive structures tied to long-term performance.
Market Positioning
e Articulate a clear growth strategy.
e Document market share, differentiators, and client references.

o Refresh branding and digital presence to reflect professional maturity.

6.5 Valuation Sensitivity Analysis
lllustrative Example:

e A S25M revenue engineering firm generates S4M EBITDA. At a market multiple of 7.0x,
valuation = $28M.

o If EBITDA grows 10% annually for three years (compounded to $5.3M), and firm
preparation improves perceived risk, the multiple expands to 8.0x. Valuation = $42.4M.

Impact of Preparation: Over $14M in incremental value created through modest EBITDA
growth and improved readiness.



6.6 The Discipline of Readiness

Marketability is not a static condition; it is a discipline. Firms that embed readiness into their
culture; financial discipline, leadership depth, client diversification, find themselves positioned
for success regardless of whether they ultimately sell, merge, or remain independent.

In a consolidating industry, optionality is power. By preparing early, firms control the timing,
terms, and trajectory of their transition, rather than being forced into reactive decisions under
pressure.

7. Case Studies
7.1 Engineering Firm Transition: From Family Ownership to Strategic Sale

Background:

A second-generation, family-owned civil engineering firm with $25M in annual revenue and
S4M in EBITDA faced an impending succession challenge. The three principals were between 62
and 68 years old, and no family members or junior partners were prepared to assume control.

Challenges:
e 35% of revenue was tied to municipal clients in a single metro area.
¢ Limited depth in second-tier leadership.
e Outdated financial reporting systems created due diligence concerns.
Actions Taken:
e Hired a professional CFO and implemented GAAP-compliant reporting.
e Transitioned 50% of client relationships to project managers and vice presidents.
e Expanded backlog beyond the local metro area through a regional JV.

Outcome:

Within 18 months, the firm attracted five bidders, including strategic buyers and PE-backed
platforms. The winning bid came from a national infrastructure engineering firm seeking
regional expansion. The transaction closed at 8.5x EBITDA, approximately 30% higher than
initial valuations prior to preparation.

7.2 Specialty Contractor Acquisition: Driving Growth Through Roll-Up Strategy

Background:
A S12M specialty electrical contractor had a strong 18-month backlog but was heavily



dependent on a single regional utility client, which accounted for 45% of revenue. The 58-year-
old owner sought liquidity while retaining a leadership role post-transaction.

Challenges:
¢ High client concentration created buyer skepticism.
e Limited brand presence outside the home state.
¢ Owner dependence in business development.
Actions Taken:
e Positioned the firm as a strategic “tuck-in” candidate for a PE-backed national platform.
¢ Negotiated an earn-out tied to diversification of client base post-closing.
¢ Developed a retention plan for senior project managers.

Outcome:

The firm was acquired by a PE-backed construction roll-up executing a multi-state consolidation.
The deal closed at 7.5x EBITDA with an earn-out tied to revenue diversification. Within two
years, the contractor expanded into three additional states, growing revenue to $20M while the
owner transitioned to a regional leadership role.

7.3 Architecture Firm Merger: Building Scale for National Healthcare Projects

Background:

Two architecture firms, each generating ~$8M in revenue with ~12% EBITDA margins, faced
growing competition in healthcare design. Independently, neither could qualify for large-scale
hospital system contracts.

Challenges:
e Scale limitations disqualified them from pursuing major RFPs.
¢ Both firms were led by aging founders with no clear succession plan.
e Cultural differences between firms raised integration concerns.
Actions Taken:
e Structured a merger of equals with shared governance and equity rollover.

¢ Unified branding under a new healthcare-focused identity.



¢ Appointed a joint leadership team, including younger principals from both legacy firms.

Outcome:

Within three years, the merged entity doubled revenue to $32M, with 20% derived from large
hospital system projects previously out of reach. EBITDA margin expanded to 15%. The
combined firm became an attractive acquisition candidate, later acquired by a strategic buyer at
7.0x EBITDA, a multiple above what either firm could have achieved independently.

7.4 Lessons Learned Across Case Studies

1. Preparation drives premium outcomes. Firms that invest in financial reporting,
leadership continuity, and client diversification consistently command higher valuations.

2. Client concentration is a major risk. Buyers penalize firms heavily for reliance on a single
client or sector.

3. Talent is as valuable as backlog. Deals that secure leadership continuity retain post-
closing value.

4. Strategic fit matters. Buyers pay premiums when acquisitions provide geographic or
capability expansion that aligns with their growth thesis.

5. Partnerships can create value. Mergers of equals, when executed thoughtfully, allow
firms to scale without sacrificing cultural identity.

These cases demonstrate that while no two transactions are identical, the common
denominator of successful outcomes is early preparation and strategic positioning. Firms that
enter the market reactively, without addressing leadership, financial, or client risks, routinely
leave millions of dollars of enterprise value unrealized.

8. Strategic Recommendations
8.1 For Owners 5-10 Years from Retirement

The most valuable transitions are those prepared well in advance. For principals with a decade
or less until retirement, the following roadmap is critical:

1. Begin Grooming Leadership Now

o Identify potential successors within the firm and expose them to client management,
business development, and operations.



e Formalize leadership development programs with measurable milestones.

e Establish incentive structures (equity options, phantom stock, or profit-sharing) to retain
and motivate key talent.

2. Treat Succession as Value Creation
¢ Shift mindset from “exit planning” to “enterprise building.”

¢ Actions taken to reduce dependency on the founder such as institutionalizing client
relationships, both increase value and reduce risk.

3. Maintain Optionality
o Build readiness for both internal and external transitions.

e Even if aninternal transfer is the preferred path, ensuring the firm is marketable
externally provides leverage and fallback options.

Recommended Timeline:
e 5-10 Years Out: Leadership identification and grooming.
e 3-5 Years Out: Formalize financial discipline and growth story.

e 1-3 Years Out: Engage with advisors to test market readiness and valuation.

8.2 For Firms Considering Acquisitions

Firms pursuing inorganic growth must approach M&A with rigor, not opportunism. A disciplined
process is essential:

1. Define Acquisition Criteria

o Establish clear non-negotiables: target geography, revenue size, service mix, cultural
attributes.

o Create a scorecard for evaluating potential targets consistently.
2. Build a Pipeline
¢ Develop ongoing relationships with 25-50 potential targets.

¢ Monitor market intelligence proactively rather than waiting for brokers to present
opportunities.

3. Strengthen Integration Capabilities



¢ Allocate resources to post-deal integration before pursuing acquisitions.

e Appoint an internal integration leader responsible for culture, systems, and client
continuity.

4. Finance with Discipline

¢ Avoid over-leverage. Ensure that deal structures maintain liquidity and strategic
flexibility.

e Consider minority recapitalizations with PE or debt providers if acquisition opportunities
exceed balance sheet capacity.

Case in Point:

A S60M environmental engineering firm pursuing acquisitions without integration planning lost
40% of acquired staff within 18 months. By contrast, a peer firm that invested in cultural
integration pre-closing retained 90% of staff and doubled revenue over three years.

8.3 For Firms Keeping Options Open

Not every owner intends to sell in the near term. However, market readiness creates strategic
advantage regardless of timeline:

1. Prepare as if You May Sell
¢ Marketable firms are also more resilient, better managed, and more profitable.

¢ Financial discipline, client diversification, and leadership depth benefit the firm
regardless of exit plans.

2. Maintain Financial Transparency
¢ Adopt GAAP-compliant reporting, even if not legally required.
e Quarterly financial reviews and KPIs should be institutionalized.
3. Invest in Scalable Systems
¢ Modernize technology platforms (ERP, project management, HR systems).
¢ This increases both efficiency today and buyer confidence tomorrow.
4. Benchmark Valuation Regularly

e Engage advisors for periodic assessments.



¢ Understanding valuation drivers helps owners make informed strategic decisions.

8.4 The Common Denominator: Proactivity

Across all ownership stages, the consistent theme is proactivity.
¢ Owners approaching retirement must begin succession planning years in advance.
e Firms targeting acquisitions must pursue disciplined, criteria-driven processes.

¢ Firms maintaining independence must prepare as if they could sell tomorrow, ensuring
resilience and leverage.

The firms that thrive in the next decade will not be those reacting to market forces, but those
shaping their destiny through strategic foresight and preparation.

9. About Stonemill Partners
9.1 Who We Are

Stonemill Partners is the leading M&A advisory firm serving the architecture, engineering, and
construction (AEC) industry. For more than a decade, we have guided firm owners through
growth, succession, and sale, completing hundreds of transactions across the United States. Our
team brings deep industry knowledge, proprietary market intelligence, and a hands-on process
designed to maximize value and ensure continuity.

Unlike generalist advisors, Stonemill Partners focuses exclusively on the AEC sector. We
understand the unique drivers of firm value; backlog, client diversification, leadership depth,
and cultural alignment and we know how to position firms to achieve premium outcomes in a
competitive marketplace.

9.2 Our Advantage

e Exclusive Sector Focus. We work only with AEC firms, giving us unmatched insight into
buyer activity, valuation trends, and deal structures.

e Track Record of Success. From $5M niche design boutiques to $70M engineering
platforms, we have delivered superior outcomes for firms of all sizes.

o Strategic Buyer Access. Our network includes hundreds of strategic acquirers and more
than 100 private equity-backed platforms.

¢ Hands-On Approach. We work side by side with owners and principals, managing every
aspect of the process from valuation preparation to closing.



9.3 Client Testimonials

“Stonemill helped us prepare years before we sold. Their guidance increased our valuation by
nearly 30%.” — Former CEO, Environmental Engineering Firm

“Without Stonemill, we would have been reactive. Instead, we ran a competitive process with
multiple buyers. We secured both value and legacy.” — Principal, Architecture Firm

9.4 Call to Action

Whether you are five years from retirement, actively considering acquisitions, or simply seeking
to keep your options open, the first step is preparation.

Next Steps:
e Schedule a confidential consultation with a Stonemill principal.

¢ Download our comprehensive Exit Prep Checklist to begin strengthening your firm’s
marketability today.

At Stonemill Partners, we don’t just advise on transactions, we help firm leaders shape their
future.

10. Conclusion

The AEC industry is entering a transformative decade. Demographic realities will drive an
unprecedented wave of ownership transitions. Market forces like private equity capital,
infrastructure investment, and talent scarcity will accelerate consolidation. Firms that prepare
proactively will capture premium valuations, secure leadership continuity, and maintain
strategic optionality. Those that delay will face diminished value and limited choices.

The message is clear: M&A is no longer a last resort; it is a strategic lever.
e For sellers, preparation maximizes value and protects legacy.
e For buyers, disciplined acquisitions accelerate growth and secure scarce talent.
e For firms in the middle, readiness ensures resilience and leverage.

In an industry defined by legacy, relationships, and technical excellence, the ultimate measure
of leadership is foresight. The firms that act today; investing in readiness, leadership, and
strategic growth will be the firms that define tomorrow.



