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The Middle-Market PE + M&A Update is a quarterly publication for the Upstate NY deal-making 
community, presented by the Upstate Capital Association of NY and The Bonadio Group, 
reporting on transaction activity regionally and in the context of national trends.  This report 
provides information and insights on types of deals, multiples, and private equity activity. 

Note: For purposes of this report, we define the “middle-market” as companies with enterprise 
values between $10 and $250 million. Some third-party data sources do not present deal data in 
that size range on a standalone basis, to avoid excluding deals where transaction values were not 
disclosed (which is often the case for transactions in this size range). We reference overall trends 
as a proxy for what’s happening in the middle market.

About Us
Upstate Capital is Upstate NY’s membership network for private equity investors, M&A 
professionals, venture capital investors, CEOs and business owners, entrepreneurs and ecosystem 
support professionals. Our mission is to increase access to capital for companies and deal flow for 
investors across New York.

The Bonadio Group is a top 50 CPA firm delivering a full spectrum of services to help clients 
address financial and business challenges. Combining deep technical expertise with keen 
understanding of our clients’ businesses, we offer knowledgeable commentary on a broad 
spectrum of industry trends through written articles, in-person seminars, webinars, thought 
leadership & more.
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Q4 2022’s middle-market M&A results illustrate that higher interest rates and continued economic 
uncertainty constricted overall deal volume.  Deal count in the United States reported by Pitchbook 
was 1,508 in Q4 2022.  This is a 45% decline from the record setting Q4 2021; and a 21% decline from 
Q3 2022. Deal value also took a step back declining by more than 23% from Q4 2021. 

With 2021 undoubtably being a record setting year, and 2020 being a year of uncertainty 
surrounding COVID, it is important to note that when removing those outliers from the analysis, 
2022 was certainly not a dreadful year. Let’s look back to deal activity pre-COVID. In 2019 deal count 
and deal value totaled 6,019 and $759.8B, respectively. 2022 exceeded those totals by more than 
20% with deal count and deal volume reaching 7,495 and $921.5B, respectively. As a result, 2022 
should be viewed as a period of stabilization rather than downturn.

Though total deal volume decreased over the past year, average EBITDA multiples on 
middle-market deals have remained steady.  There continues to be a significant amount of dry 
powder on the sidelines with both private equity and strategic buyers.  Because these companies 
reman hungry for deals, the competition on deals in the middle market is still very much present, 
which is holding multiples steady.  

With that said, the raising interest rate environment is tightening the lending markets on M&A 
deals.  Due to increased scrutiny of lenders, the means of obtaining the appropriate financing to 
close larger deals has become challenging. Potential buyers have turned to different deal structures 
to bridge the gap between the financing that is available, and the transaction value sought. The 
reliance on “creative” deal structures helped deal flow press onward in 2022.  Mezzanine debt, seller 
financing, rollover equity, and earnouts are all examples of creative deal structures that are being 
utilized on middle-market deals.  

Strategic and private equity buyers have continued buy-and-build strategies accomplished through 
add-on acquisitions. Inorganic growth continues to be the quickest way for middle-market 
businesses to expand operations and grow market share.  Add-ons as a share of buyout deals in the 
United States reached 77.9% in Q3 before settling at 77.7% through Q4 of 2022.

Deal activity in Upstate New York remained relatively flat throughout the year. After the initial 
“reset” in Q1 of 2022, deal volume remained consistent quarter to quarter in 2022. This can be 
accredited to the strong businesses within Upstate New York that continue to attract strategic and 
private equity buyers to the area. With a significant amount of dry powder remaining on the 
sidelines, the Upstate New York market remains in high demand and a strong breeding ground for 
family and founder-owned middle market businesses. Additionally, private equity firms that 
operated in the “upper middle market” started to work their way down stream to get deals done. 
This helped carry deal flow amongst the middle-market businesses residing in the Upstate New 
York area.

The following pages provide an illustrative depiction of the middle-market M&A trends in the 
United States and Upstate New York through Q4 2022. 
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Quarterly Deal Activity

Middle Market Multiples
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Upstate NY Trends

Quarterly # of Deals (2019 – Q4 2022)
Source: CapIQ

Deal activity in Upstate New York has remained relatively consistent from quarter to quarter in 
2022. Approximately 69% of the deals closed in Q4 2022 were in the Rochester, Syracuse, Albany 
or Buffalo regions. The information presented in the tables below includes data for all M&A 
transactions, regardless of size, in Upstate New York. 

Q4 2022 Deals by Industry
Source: CapIQ

Q4 2022 Deals by Region
Source: CapIQ
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Not Just the Price, But the Deal Structure.
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∙When a business owner contemplates the sale of their business, the first question that typically comes to 
mind is “how much can I sell my business for?” While certainly a valid question, the intricacies of 
deal structure are just as important. Throughout this article, we will explore why it is not just the price, but 
the deal structure that plays a critical role in the sale of a middle market business.

∙Before talking about the components of deal consideration, let’s revisit the two primary forms that M&A 
transactions take: asset deals and stock deals. If a buyer of a business only wants (or is only willing) to take 
certain assets and liabilities of the business, an “asset deal” structure is utilized. Conversely, a “stock deal” 
involves the purchase of the equity shares of the business, in which case the buyer gets all of the business’s 
assets and liabilities (whether known or unknown). So why does a seller care which type of structure is 
utilized? The answer is simple, taxes. Different deal structures may result in wildly different after-tax 
proceeds to the owner. For additional information on this topic, I encourage you to read Bonadio’s 
article Stock Versus Asset Deals - What's the Difference?.

∙Beyond the primary transaction form, deal structures could involve cash, seller notes, earnouts, rollover 
equity, or any combination of those. Let’s take a look at each.

∙Cash: The most simplistic transaction form is an all-cash deal. While certainly the easiest and cleanest 
structure, many buyers prefer not to deploy as much capital (or take as much risk) as an all-cash deal would 
entail. From a buyer’s perspective, seller notes, rollover equity and earnouts all help delay their deployment 
of capital (resulting in a higher potential internal rate of return) and may shift some of their risk back on the 
seller. Sellers would naturally prefer an all-cash deal, but what’s good for the seller is often bad for the buyer, 
and therefore there is some inherent friction as deals are negotiated, which often lead to the inclusion of 
other types of deal consideration.

∙Seller Notes: This deal structure involves payment of a portion of the deal consideration over time. The 
seller holds a note issued by the buyer and (typically) receives monthly payments. In some cases, a seller 
note may bridge the gap between the transaction value and the how much capital the buyer has access to, 
in which case the seller is essentially acting in the same function as a bank. Intuitively, seller notes can help 
sellers achieve higher valuations for the business because the buyer has to come up with less capital at 
closing.

∙
∙Earnouts: An earnout is a deal structure that allows the seller to earn additional transaction consideration if 
certain financial metrics are achieved after the business is sold. Metrics could be tied to the achievement of 
revenue, margins, profitability, or EBITDA thresholds to name a few. Upon meeting these thresholds, the 
seller is rewarded with additional transaction consideration. In many cases, an earnout helps bridge a 
valuation gap (where the seller negotiates a higher price, but the buyer only has to pay it in the event that 
certain conditions are met post-closing). While this potentially aligns the interests of the buyer and seller, 
especially if the seller is going to remain active in the business after the sale, the seller often has little 
control over whether or not the metrics are actually achieved. Therefore, it’s important to note that an 
earnout structure effectively shifts risk from the buyer to the seller. Careful consideration should be made as 
to the likelihood of future payment and the ability of the seller to control the metrics upon which the 
earnout it based.

∙

https://www.bonadio.com/news-events/articles/stock-versus-asset-deals-whats-the-difference


7Middle-Market PE + M&A Update

∙Rollover Equity: Rollover equity is essentially a deal structure whereby the seller retains a portion of their 
ownership after the transaction. For example, a seller may sell 90% of the business to a buyer and retain 10% 
in the form of rollover equity. This allows the seller to receive a “second bite at the apple” when the buyer 
sells the business in the future. In theory, buyer and seller interests are aligned post-transaction. Similar to 
an earnout, rollover equity effectively shifts risk from the buyer to the seller, and also reduces the amount of 
capital the buyer needs to consummate the transaction. Careful consideration should be made as to the 
buyer’s plans for the business, and the likelihood that the second bite at the apple will be more valuable 
than the equity left in the business at closing.

Example:  The following example explores three potential transaction structures for a $25 million deal:

1. $25 million cash at closing.

2. $20 million cash at closing and a 5-year seller note for the remaining $5 million.

3. $15 million cash at closing, 5-year seller note for $5 million, and a $5 million earn out.

Although each of the above could be described as a $25 million deal, it is clear that they are significantly 
different. When considering the time value of money and the likelihood of receiving the full $25 million, it 
becomes clear that, from the seller’s perspective, the deal structures are in order of most favorable to least. 
After all, should the business fail in the future, there is a possibility the seller note becomes uncollectible 
and earnout is never achieved. In a worst-case scenario, the deals described above could result in the seller 
only receiving $25 million, $20 million, and $15 million, respectively. Deal structures clearly play an important 
role. From a seller’s perspective, cash is king.

To take this a step further, depending on the seller’s appetite for risk and their confidence in the business 
going forward, an all-cash deal of, say, $23 million may very well be preferred over a $25 million deal 
structured like example #3 above (especially if the earnout metrics are aggressive). Clearly, it’s not just the 
price, but the deal structure. This makes answering the question “how much can I sell my business for” 
extremely difficult due to the complex and sophisticated factors involved.

Finally, you must consider the tax implications of the deal. After-all, it’s the after-tax proceeds that wind up 
in the seller’s pocket, not the stated purchase price.

The journey that precedes the deal structure conversation with potential buyer has several steps, including 
company assessment, preparation of historical financials and marketing materials, identification and 
outreach to potential buyers, marketing strategy and execution, as well as initiation of the bidding process 
and receipt of offers. Having a candid conversation, early on, with your trusted M&A advisor about your 
transaction desires and objectives is critical.

Not Just the Price, But the Deal Structure.
(continued)

John Rogers
IBTA Senior Associate
The Bonadio Group
jrogers@bonadio.com
585.203.9457
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Upcoming Events

March 2023 - Troy Innovation

March 14, 2023 in Troy, NY. Register at UPSTATECAPITAL.ORG

Investors and entrepreneurs gather for closed-conversations with peers, explore innovation hot 
spots, meet leading entrepreneurs and business leaders.
The day includes:

● Peer Group Roundtables for Investors and another for Founders
● Troy Innovation Tour – a guided walking tour featuring startups and places of interest
● Registration for “Invest Capital Region: Life Sciences, and Healthcare”

Middle-Market PE + M&A Update

March 14, 2023 in Troy, NY. Register at UPSTATECAPITAL.ORG

Rensselaer Polytechnic Institute and the Lally School of Management, in collaboration with 
Upstate Capital Association of New York, will host a showcase of emerging startups, invite 
investors to the Capital Region, and build connections within and across the investment, 
research, and entrepreneurial ecosystems. The following topics will be highlighted during the 
event:

● The Future of Research and Commercialization at Rensselaer
● CEO + Investor: BAKX Therapeutics 
● How to Build the Life Sciences Ecosystem in the Capital Region

Invest Capital Region: Life 
Sciences and Healthcare

https://upstatecapital.org/
https://upstatecapital.org/
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May 2023 - Buffalo Private Equity 
Summit

May 23-24,  2023 in Buffalo, NY. Register at UPSTATECAPITAL.ORG

The 4th Annual Buffalo Private Equity Summit is the premier private equity event connecting 
private equity and M&A transaction professionals across the Northeast and Midwest. Attendees 
gain insights into how experts see market dynamics and the road ahead, hear what CEOs have 
learned from their experiences with PE + M&A, and grow relationships with investors and 
referral sources. 

● Facilitate deal flow opportunities for private equity investors and transaction 
professionals

● Demystify how private equity works for entrepreneurs, business owners and executives
● Provide opportunities for early and mid-career professionals to make connections to 

peers and potential referral sources
● Showcase Buffalo’s rebirth as it becomes once again a center of gravity for 

manufacturing, innovation, and business in Western NY and the Rust Belt region

April 27, 2023 in Syracuse, NY. Register at UPSTATECAPITAL.ORG

Venture NY  showcases innovative startups and highlights opportunities for early stage 
investment across New York. This event will bring 300+ investors, entrepreneurial students and 
their supporting organizations from across New York at the NYBPC finals & Entrepreneurs Expo. 
There will be plenty of opportunities to connect with fellow investors, meet burgeoning 
entrepreneurs and hear about what’s happening in the ecosystem from industry professionals. 
The event will feature:

● High-growth startup pitches and investor networking
● Panels on early stage investing and funding for companies
● Grand prize NYBPC finals with up to $100,000 in cash prizes awarded

April 2023 - Venture NY 
featuring the NYBPC Finals

https://upstatecapital.org/
https://upstatecapital.org/
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The Bonadio Group comprises various accounting, tax, consulting, and personal financial 
services entities, including Bonadio & Co., LLP, a nationally-ranked top 50 CPA firm founded in 
1978. The Bonadio Group has over 850 team members across 10 offices in New York State, 
Texas and Vermont. 

The Bonadio Group’s Investment Banking and Transaction Advisory team has 30+ years of 
investment banking experience. Our team specializes in sell-side investment banking 
transactions, assisting business owners looking to sell and exit their businesses. We generally 
serve companies with annual revenues from $10 million to $100 million and enterprise values 
from $5 million to well over $100 million. Our team is both geography and industry agnostic. 

We utilize a proven six-step investment banking process that is comprehensive, minimizes 
disruption to our client’s daily operations, and is designed to maintain confidentiality and 
maximize value. Our Investment Banking team is led by Jeff Lewis and Dave Dinolfo. 

BONADIO.COM/OUR-SERVICES/BUSINESS-ADVISORY/INVESTMENT-BANKING

Upstate Capital Membership
The Upstate Capital Association of NY is Upstate NY’s membership network for private 
equity investors, M&A professionals, venture capital investors, CEOs and business owners, 
entrepreneurs and ecosystem support professionals. Our mission is to increase access to 
capital for companies and deal flow for investors across New York. Upstate Capital organizes 
events and programs throughout the year that create opportunities for expanding your 
network and making new connections.

Become a member and receive:

● Access to Upstate Capital’s network of investors, entrepreneurs, transaction 
professionals and service providers

● Visibility in front of professionals in the deal-making community through listing in 
Upstate Capital’s searchable online membership directory and “Who’s Who in Venture 
& Private Equity” directory, distributed annually

● Get early access to event registration and exclusive invitations for members only
● 2 free tickets - one to Annual Awards and one to another marquee event of your choice
● Discounted tickets to Upstate Capital events

For more information and to join Upstate Capital visit UPSTATECAPITAL.ORG/JOIN

https://www.bonadio.com/our-services/business-advisory/investment-banking
http://www.upstatecapital.org/JOIN
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