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BG Staffing, Inc. Rating: Speculative Buy  
 Howard Halpern 
BGSF $12.43 — (NYSE MKT) November 3, 2016 
 2013 A 2014 A 2015 A 2016 E 2017 E 
Fiscal year net sales (in millions) $151.7 $172.8 $217.5 $255.0 $265 
Earnings per share* $0.05 ($0.08) $0.73 $0.79 $0.95 
 
52-Week range $21.75 – $12.00 Fiscal year ends: December 
Shares outstanding a/o 10/31/16  8.7 million Revenue/shares (ttm) $31.66 
Approximate float 7.1 million Price/Sales (ttm) 0.4X 
Market Capitalization $108 million Price/Sales (2017) E 0.4X 
Tangible Book value/shr $0.71 Price/Earnings (ttm) 15.7X 
Price/Book NMF Price/Earnings (2017) E 13.1X 
Annual dividend per share $1.00 Dividend Yield 8.0% 
* 2013 per share numbers use pro forma C corporation data    
BG Staffing, Inc., headquartered in Plano, Texas, provides staffing services to a variety of industries through its commercial, multifamily, and professional staffing 
operating segments. BG Staffing has integrated six US temporary staffing brands.  
Key Investment Considerations:  

Reiterating Speculative Buy rating and reducing our 12-month price target to $16.15 per share from $21.00 
due primarily to diminished sector valuations and a reduction in our 2017 earnings forecast. 
 
The $145 billion US staffing industry offers substantial growth potential for BG Staffing’s commercial, 
multifamily, and professional staffing/information technology segments.   
 
The two primary segments in the US staffing industry that BGSF operates in are Professional/Specialty and 
commercial, which are forecast to grow by 6% and 2%, respectively, to $73.2 billion and $52.5 billion in 2017.  
In September 2016, Staffing Industry Analysts lowered its staffing industry growth forecast to 4% from 6%. 
 
Our 2016 revenue growth forecast is supported by the September 2015 acquisition of Vision Technology 
Services and growth in the company’s multifamily segment.  Our 2017 revenue forecast reflects the opening of 
at least 15 new multifamily office locations (eleven in 2016 and four in 2017). 
 
Our forecasts include the May 2016 common stock offering of 1.2 million shares.  The proceeds ($15.2 million) 
reduced outstanding debt and annual interest expense.  BGSF’s share count increased 16.7% to 8.7 million. 
 
We reduced our 2016 net income projection to $6.7 million or $0.79 per share, on 17.2% revenue growth to 
$255 million (prior forecast was income of $8.1 million or $0.96, on revenue of $263.6 million).   
 
We lowered our 2017 net income forecast by $2.3 million to $8.6 million or $0.95 per share on 4% revenue 
growth to $265.2 million (prior was $282 million).  Our revenue forecast was lowered due to a reduced staffing 
industry revenue outlook.  Income growth in 2017 reflects gross margin improvement to 24.1% from 23.5% 
due to growth in the company’s multifamily segment, partly offset by operating margin expense increasing to 
17.7% from 17.6% in 2016.  
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Appreciation Potential  
 
We are maintaining our Speculative Buy rating but lowering our 12-month price target to $16.15 per share 
from $21.00 due to diminished sector valuations and a reduction in our 2017 earnings forecast.  Our rating 
should be supported by gross profit growth stemming from the company’s penetration of the $145 billion US staffing 
industry.   
 
We forecast gross profit growth 25.3% in 2016 with 
growth moderating to 6.3% in 2017 (see chart right – 
for segment growth forecast).   2016 growth stems 
from the September 2015 acquisition of Vision 
Technology Services, which should generate revenue 
of at least $32 million in 2016.  Gross profit growth 
will be driven by the company’s multifamily segment 
due to the 2016 opening of eleven new locations and at 
least four additional locations opening in 2017. 
 
The seven comparative staffing and temporary staffing companies profiled in the chart below have an average 2017 
price to EBITDA multiple of 7.8X (prior was 7.3X) and an average 2017 P/E multiple of 19.5X (down from 25.3X in 
August 2016) versus BG Staffing’s price to 
EBITA and P/E multiples of 4.8X and 13.1X 
(prior was 14.8X), respectively.   
 
The multiple discounts from the comparative 
group should narrow as BGSF’s income grows in 
2017.  We applied a 17X multiple (prior was 
17.5X) to our 2017 estimate of $0.95 per share to 
obtain a year ahead price target of $16.15 per 
share, implying a total (including a dividend yield 
of 8%) year-ahead return approaching 40%.   
 
In our view this stock is suitable for risk-tolerant investors.  Revenue and earning gains will be most vulnerable 
when the job market is shrinking and also will depend on successful integration of its acquisitions.  One of the 
company’s growth drivers is an acquisition strategy to expand its US geography and broaden skills offered to new 
and existing clients. 
 
Overview  
 
BG Staffing, Inc., headquartered in Plano, Texas, is a national provider of temporary staffing services across a 
diverse set of industries, which operates, through its wholly owned subsidiaries, BG Staffing, LLC, BG Staff 
Services, Inc., BG Personnel, LP, and BG Finance and Accounting, Inc. – and operates within three industry 
segments: Commercial, Multifamily, and Professional, with locations in 16 states.  
 
The Professional segment includes information technology (IT) skilled temporary labor on a nationwide basis for IT 
implementation and maintenance projects, as well as temporary accounting & finance personnel for key accounting, 
finance, clerical and administrative resources.  The Multifamily segment provides front office and maintenance 
personnel on temp and temp-to-direct hire basis to various apartment communities.  The Commercial segment 
provides temporary workers primarily to distribution and logistics customers needing a flexible workforce (light 
assembly or manufacturing), as well as various administrative and clerical functions. 
 

 History 
BG Staffing, Inc. is the successor company to LTN Staffing, LLC, which was formed in August 2007.   LTN Staffing 
was created after the merger of LTN Acquisition, LLC into LTN Staffing, LLC.  The conversion was completed on 
November 3, 2013.  The company shares were approved for listing on the NYSE MKT on October 27, 2014. 
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In March 2015, the company acquired the assets of D&W Talent, LLC and in October 2015 acquired Vision 
Technology Services, Inc. 
 
Growth Strategy  
 
Skill Set Diversification  
The primary categories of skilled professionals/laborers the company can deploy are commercial, professional 
staffing including information technology, and multifamily.   
 
Geographic Dispersion 
In five states (Illinois, Wisconsin, Texas, Tennessee and Mississippi) the commercial staffing segment provides 
temporary workers to distribution and logistics customers needing a flexible workforce.  The company has the 
opportunity to grow organically within existing and adjacent states.  Commercial staffing revenue accounted for 
34.4% of total revenue in the first nine-months of 2016, down from 40.3% of total revenue in 2015, and 47.4% in 
2014.   
 
The professional staffing segment provides temporary workers on a nationwide basis for information technology (IT) 
customer projects, and finance and accounting needs in Texas and Louisiana.  The company’s IT operations are 
provided to customer across the US from offices in North Carolina, Rhode Island, and Maryland.   
 
Professional staffing revenue growth accelerated by 53.3% to $86.7 million in 2015, accounting for 39.9% of total 
revenue, up from 32.7% in 2014.  In the first nine-months of 2016 revenue growth accelerated further by 42.5% to 
$80.8 million, accounting for 42.6% of total revenue, up from 37.6% in the year-ago period. 
 
The multifamily operations provide clients’ front office and maintenance personnel to homeowners’ associations and 
apartment complexes, via property management companies responsible for the communities’ day-to-day operations 
in 19 US states (28 office locations), up from nine states in 2015.  The temporary workers assigned by this segment 
are provided on-the-job direction, control, and supervision.  Multifamily staffing revenue growth was 25.8% to $43.2 
million in 2015, accounting for 19.9% of total revenue.  In the first nine-months 2016, revenue growth was 37.2%, 
accounting for 23% of total revenue, up from 21% in the year-ago period.  
 
The company aims to grow this segment by engaging new property management companies and providing services 
to new properties acquired by their property management customers’.  In the first nine-months of 2016 the company 
has opened eleven new offices and plans to open at least four more new offices in 2017.  
 
Acquisitions 
BG Staffing annualized revenue growth of 40.5% to $217.5 million from 2010 to 2015 was due primarily to four 
significant acquisitions.  The company’s aim is to acquire companies that have gross margin of at least 22%, 
EBITDA of less than $5 million, and provides new skill sets and geographic regions to serve.   
 
Projections 
 
Basis of Forecast 
The newly issued common stock in 2Q16 enabled the company to repay its high interest (13%+) subordinated debt, 
potentially reducing annual interest expense by $2 million.  But the 20%+ increase in average shares outstanding 
compared to 2015 will dilute 2017 earnings per share.  The 2Q16 repayment of the subordinated debt resulted in a 
loss on debt extinguishment of $404,119 or approximately ($0.05) per share. 
 
Our forecasts reflect the seasonality of the company’s commercial, multifamily, and professional staffing operating 
segments.  The commercial segment experiences increased activity in 2Q/3Q and peaks early in 4Q.  Multifamily 
staffing service volumes rise in 2Q/3Q due to the increased turns in multifamily units during the summer months 
when schools are not in session.  Our forecast includes higher cost of services in the first quarter due to the annual 
reset of payroll taxes. 
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We projected staffing services revenue will be 42.2% of total revenue in 2017, up from 39.9% in 2015 due primarily 
to the acquisitions in 1Q15 and 4Q15 and 2.2% growth of existing operations.  The 4Q15 acquisition should 
contribute 2016 revenue of at least $32 million. 
 
Economy 
In October 2016, the International Monetary Fund decreased its 2016 US GDP forecast by 0.6% to 1.6% and its 
forecast for 2017 by 0.03% to 2.2% from its July 2016 forecast.  The IMF US forecast reflects lower than anticipated 
1H16 economic growth.  The IMF projects the US unemployment rate will drop to 4.8% in 2017 from 5.3% in 2015. 
 
In September 2016 Federal Reserve Board members and Federal Reserve Bank presidents issued economic 
projections that included its unemployment forecast through 2019.  Its 2016 unemployment forecast is 4.8% with a 
decrease to 4.6% (+/- 0.2%) in 2017.   
 
IBISWorld has observed that the US unemployment rate 
(see chart right) improved modestly over the years, but 
was punctuated by occasional sharp deterioration.  
Dramatic shifts in the unemployment rate are triggered by 
external events including oil price shocks, a run on banks, 
higher interest rates, or unanticipated technological 
advances.  While external events tend to cause 
unemployment rates to rise quickly, improvements are 
more gradual.  The projections of IBISWorld through 2023 
for the US unemployment rate are slightly higher than the Federal Reserve Board’s September 2016 forecast. 
 
Operations 
In 2016 we project 17.2% revenue growth to $255 million (our prior forecast was $263.6 million).  Our forecast 
anticipates a full year of revenue from Vision Technology (approximately $32 million) and a modest increase in the 
company’s established operations of 0.01% or approximately $100,000.  We project the multifamily and professional 
staffing segments to increase revenue by 33% and 26.4%, respectively, with the latter including revenue from Vision 
Technology Services.  We project commercial segment growth of $307,000 to $87.9 million. 
 
We project a 25.3% increase in gross profit to $60 million, driven by gross margin improvement to 23.5% from 22% 
in 2015.  Gross margin improvement reflects the integration of higher margin revenue (above 23% gross margin) 
from the 4Q15 acquisition of Vision Technology and increased contribution of the company’s multifamily segment, 
which gross margin exceeds 37%.  We anticipate operating income growth of 25.9% to $15.1 million due primarily 
to revenue growth and gross margin gains.  Restraining operating income growth is the anticipated increase in 
operating expense margin to 17.6% from 16.5% due to the added expenses related to the two acquisitions completed 
in 2015 and increased headcount reflecting the opening of eleven new multifamily office locations. 
 
We anticipate operating expense to increase 25.1% to $44.9 million.  We project a 25.3% increase in SG&A to $38.1 
million to support geographic growth in the company’s multifamily and professional staffing segments.  Depreciation 
and amortization expense should increase 23.6% to $6.9 million due to the two 2015 acquisitions.  We project 
operating margin of 5.9% vs. 5.5% due to higher revenue and gross margin. 
 
We project non-operating expenses to increase by $1.2 million to $4.4 million due to higher interest expense relating 
to the funding of the September 28, 2015 acquisition of Vision Technology Services, a $404,119 charge for 
extinguishment of debt, as well as interest on the earn-outs from the company’s two 2015 acquisitions.  Partly 
offsetting the increase is a reduction in outstanding debt during the 2H16 due to the 2Q16 issuance of newly issued 
common stock that repaid higher cost subordinated debt. 
 
We project 2016 net income of $6.7 million or $0.79 per share, after income tax expense of $4 million or a rate of 
37.3%.  Our prior forecast was for net income of $8.1 million or $0.96 per share. 
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In 2017 we project 4% revenue growth to $265.2 million, which excludes potential acquisitions.  We project the 
multifamily and professional staffing segments to increase revenue by 14.6% and 2.2%, respectively. We project 
commercial segment revenue of $87.4 million. 
 
We project a 6.3% increase in gross profit to $63.8 million, driven by gross margin improvement to 24.1% from our 
2016 forecast of 23.5%.  Gross margin improvement reflects the continued leveraging the two 2015 acquisitions, as 
well as revenue growth from the multifamily segment, which should deliver a gross margin of 37.3% and comprise 
24.8% of total sales, up from 22.5% of total sales in 2016.  We anticipate operating income growth of 12.2% to $16.9 
million, due primarily to revenue growth and gross margin expansion, partly offset by an increase in operating 
expense margin to 17.7% from 17.6% in 2016. 
  
We anticipate operating expense to increase 4.2% to $46.9 million.  We project a 5.8% increase in SG&A to $40.3 
million to support geographic growth in the company’s multifamily and professional staffing segments.  Depreciation 
and amortization expense should decrease by $271,000 to $6.6 million as we are not factoring in any acquisitions 
during our forecast period.  We project operating margin of 6.4% vs. 5.9% due to higher revenue and gross margin. 
 
We project a $1 million decrease in interest expenses to $3 million due to lower debt balances.  The $1 million 
interest expense reduction reflects lower 1H17 expenses compared to the year-ago period due to the 2H16 repayment 
of high interest subordinated long-term debt. 
 
We project 2017 net income of $8.6 million or $0.95 per share, after income tax expense of $5.4 million or a tax rate 
of 38.6%. In 2017 we forecast average shares outstanding of 9 million compared to 8.4 million in 2016, and 7.3 
million in 2015.  We previously projected net income of $10.9 million or $1.20 per share.  The reduction is primarily 
due to our lower revenue forecast that is now in line with staffing industry projections of 4% growth in 2017. 
 
Finances  
For 2016, we project cash earnings of $15.6 million and an increase in working capital of $5.2 million due to 
increases in receivables and security deposits and decreases in payables and contingent consideration, partly offset by 
increases accruals and decrease in pre-paid assets.  Cash from operations of $10.5 million and issuance of $15.3 
million from issuance of new common shares will cover capital expenditures, repayment of long-term debt, and 
payment of common stock dividends.  In December 31, 2016 the company’s cash balance should remain at zero. 
 
For 2017, we project cash earnings of $15.6 million and an increase in working capital of $3 million due to an 
increase in security deposits and a decrease in contingent consideration, partly offset by increases in payables and 
accruals and a decrease in receivables.  Cash from operations of $12.6 million and borrowings will cover capital 
expenditures and payment of common stock dividends.  In December 31, 2017 the company’s cash balance should 
remain at zero. 
 
3Q16 and Nine-month Results 

 
In 3Q16 revenues increased 12% to $67.4 million (vs. our projection of $71.5 million) due to a 34.2% increase in 
multifamily sales to $18.9 million and a 16.5% increase in professional staffing sales to $25.8 million, partly offset 
by a 5.1% decrease in commercial sales to $22.2 million. 
 
The 34.2% increase in multifamily sales was due to the company’s expansion outside its core market of the state of 
Texas.  Sales increased by $600,000 within Texas and $4.2 million from branches outside of Texas.  The overall 
increase in multifamily revenue reflects a 28.8% increase in billed hours and a 4% increase in the average bill rate.   
 
The 16.5% increase in professional staffing segment sales was due primarily to the September 2015 acquisition of 
Vision Technology Services, which contributed $8 million of new revenues that was partly offset by a decrease of 
$4.4 million in the company’s other professional staffing operations – finance and accounting.  The decrease in 
finance and accounting revenue was due to declines of 18.6% in billed hours and 1.1% in the average bill rate. 
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Commercial revenue decreased by $1.2 million to $22.7 million due to a $1.3 million decrease from branches in 
Texas, Illinois and Wisconsin.  The revenue decline was partly offset a $100,000 increase in other branches outside 
of the Midwest. The overall revenue decrease was due to a 9.7% decline in billed hours, offset by a 4.6% increase in 
the average bill rate. 
 
Gross profit increased 18.6% to $16.4 million reflecting gross margin expansion for the company’s multifamily 
segment, partly offset by a contraction in its professional and commercial segments.  Leading gross profit growth 
was the multifamily segment, which increased 40.5% to $7 million, followed by a 14.2% increase in the professional 
staffing segment to $6.2 million.  The commercial segment decreased by 6.3% to $3.2 million.  Gross profit increases 
for the multifamily segment was due to increases in billed hours and the billing rate, as well as the acquisition of 
Vision Technology Services in the company professional services segment.   
 
In 3Q16, operating expenses increased 33% to $12 million due primarily to a 33.6% increase in SG&A expenses 
reflecting the September 2015 acquisition of Vision Technology Services (VTS) and increased commissions, 
bonuses, and headcount, as well as an $379,409 increase in depreciation and amortization expenses to $1.7 million 
due to the intangible assets acquired in VTS acquisition in 2015.  Operating income decreased 8.1% to $4.5 million 
(from $4.9 million) due to operating expense margin increasing to 17.8% from 15%, as expense growth of 33% was 
higher than sales growth of 12%.  Mitigating the decrease in operating income was gross margin expansion to 24.4% 
from 23% in the year-ago period.  Operating margin was 6.6%, up from 8.1% in 3Q15.   
 
Non-operating expense was $702,000 compared to an expense of $1.2 million.  The decrease was due primarily to 
loss on extinguishment of debt and a $500,000 change in fair value of put options in the year-ago period.   

 
In 3Q16 net income increased $133,200 to $2.3 million or $0.26 per share, compared to net income of $2.2 million or 
$0.29 per share.  We projected net income of $3.4 million or $0.37 per share.  The effective income tax rate was 
37.6% compared to 39.4% in 3Q15.  Average shares in 
the current period increased to 9 million from 7.6 million 
in the year-ago period.  
 
In the first nine-months of 2016 revenues increased 
25.7% to $189.6 million due to a 42.5% increase in 
professional staffing sales to $80.8 million, a 37.2% 
increase in multifamily sales to $43.6 million, and a 
4.5% increase in commercial sales to $65.2 million. 
 
The 42.5% increase in professional staffing segment 
sales was due primarily to the September 2015 
acquisition of Vision Technology Services, which 
contributed revenue of $25.3 million, as well as a 4% 
increase in hours billed, partially offset by a 2% decrease 
in the average bill rate.  Partly offsetting growth in the 
professional staffing segment was a $1.4 million 
decrease in information technology services.  The 37.2% 
increase in multifamily sales was due to the company’s 
expansion outside its core market of the state of Texas.  
Sales increased by $1.3 million within Texas and $10.5 
million from branches outside of Texas.  The overall 
increase in multifamily revenue reflects a 31.3% 
increase in billed hours and a 4.4% increase in the 
average bill rate.  The $2.8 million increase in 
commercial revenue was due to a $6 million increase 
from branches in and outside of outside of Texas, 
excluding Illinois and Wisconsin, which decreased by 
$3.2 million. 
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Gross profit increased 36% to $45 million reflecting gross margin expansion to 23.7% versus 21.9% in the year-ago 
period.  Leading gross profit growth was the professional staffing segment, which increased 49.3% to $19.4 million, 
followed by a 44.2% increase in the multifamily segment to $16.2 million.  The commercial segment increased by 
5.8% to $9.3 million.  Gross profit increases for the professional staffing, multifamily, and commercial segments 
were due to the increases in billed hours and rate, as well as the acquisition of D&W Talent and Vision Technology 
Services, Inc.   
 
In the first nine-months of 2016, operating expenses increased 37.2% to $33.8 million due primarily to a 37% 
increase in SG&A expenses reflecting the February and September 2015 acquisitions, increased volumes in the 
company’s multifamily segment, increased headcount, and professional and legal costs, as well as a $1.4 million 
increase in depreciation and amortization expenses to $5.2 million due to the intangible assets acquired in the D&W 
and VTS acquisitions in 2015.  Operating income increased 32.3% to $11.1 million due to revenue growth and gross 
margin expanding to 23.7% from 21.9% in the year-ago period, partly offset by operating expense margin increasing 
to 17.9% from 16.4% as expense growth outpaced revenue growth.  Operating margin was 5.9%, up from 5.6% in 
the year-ago period.   
 
Non-operating expense was $3.7 million compared to an expense of $2.1 million.  The increase was due to interest 
expense increasing by $1.5 million to $3.3 million and loss on extinguishment of debt of $404,119, partially offset by 
positive changes in fair value of put option to zero compared to $66,560 in the year-ago period.  The increase in 
interest expense was due to increased amortization of earn out discounts of $900,000 from two acquisitions in 2015 
and $700,000 reflecting higher debt levels in the 1H16, as well as the payoff of the subordinated loan balance which 
included a 2% repayment fee. 

 
Net income increased to $2.9 million or $0.56 per share, compared to net income of $2.4 million or $0.53 per share.  
The effective income tax rate was 38.4% compared to 38.8% in the year-ago period.  Average shares in the current 
period increased to 8.2 million from 7.2 million in the year-ago period. 
 
Finances 
In the first nine-months of 2016 cash earnings of  $11.1 million was offset by a $4 million increase in working capital 
due to an increase in receivables and a decrease in payables, partly offset by an increase in accruals.  Cash from 
operations of $7.1 million and capital from the issuance of common stock ($15.3 million) was completely offset by 
capital investments, repayment of debt, and common stock dividends.  Cash at September 30, 2016 was zero. 
 
In 3Q16 cash earnings of  $4.2 million was offset by a $3.2 million increase in working capital due to an increase in 
receivables, party offset by an increase in accruals.  Cash from operations of $1 million and borrowings was 
completely offset by capital investments and common stock dividends.  Cash at September 30, 2016 was zero. 
 
Capital Structure 
The company has total outstanding debt of $19 million all of which is the company long-term credit facility.  The 
company’s debt to equity ratio is 0.47 versus 0.52 for the industry, indicating that BGSF is slightly less leveraged 
compared to other staffing and outsourcing service companies. 
 
On September 21, 2016, the company increased by $10 million it credit availability from its lender (Texas Capital 
Bank, NA) pursuant to a commitment increase agreement, raising its lenders total commitment to $35 million. All 
other terms and conditions of the credit agreement are unchanged, including the maturity date in August 2019.  The 
company can borrow funds in an aggregate amount equal to the lesser of the borrowing base amount, which is 85% 
of eligible accounts receivables.   
 
The company’s revolving facility bear interest equal to a base rate plus 0.5% (the higher of Prime Rate, Federal 
Funds Rate plus 0.5%, or LIBOR plus 1.0%) or LIBOR plus 3.25%.  Additionally, the company pays a 0.25% fee on 
the unused portion of its revolving facility. As of September 25, 2016, the company was in compliance with all of its 
financial covenants, including a minimum debt service ratio and a senior funded indebtedness-to-EBITDA ratio. 
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US Staffing Industry  
 
The temporary staffing industry supplies businesses with workers for predetermined periods of time to supplement 
existing staff, enabling customers to minimize the cost and effort of workforce planning.  Temporary staffing 
services allow customers to rapidly respond to changes in business conditions, as well as convert fixed labor costs to 
variable costs.  Companies in the industry act as intermediaries especially since demand for a flexible workforce 
continues to grow, reflecting competitive and economic pressures to reduce costs and respond to changing market 
conditions.  The temporary staffing industry is experiencing 
increased demand in relation to total job growth as customers 
have placed a greater priority on maintaining a more flexible 
workforce. 
 
A September 2016 update report by Advisory firm Staffing 
Industry Analysts projects the US staffing industry to grow 4% 
in 2016 and 2017.  The chart on the right shows 2017 staffing 
industry revenue reaching nearly $145 billion.  
 
In August 2016 (latest available) IBISWorld published its US staffing industry report, which accounts for many of 
the segments that produce revenue for BGSF.  BGFS’s 
commercial, professional staffing, and multifamily segments 
fall into all of the categories listed below except engineering 
and scientific staffing, and healthcare.  
 
IBISWorld (in August 2016) projects the industry to grow 
2.3% annually to $170.8 billion in 2022 from $149.4 billion in 
2016 (see chart on right).  Industry growth should be supported 
by improved macroeconomic conditions that should increase 
the number of businesses, as well as demand for temporary 
workers.  IBISWorld observes that temporary staffing is 
becoming a more prominent in corporate strategies across the US due to the flexibility it offers employers.  
Professional and business services, as well as healthcare and construction companies, are expected to increase the 
number of temporary staff they hire over the next five years.  Industry profit margins are also anticipated to rise, due 
to an increased demand for higher-margin services such as temporary-to-permanent transitioning and placement 
within the professional services sector.   
 
Professional Staffing Segment 
The information technology staffing business is still ripe for future growth due to evolving trends such as mobile 
connectivity, big data analytics, cloud computing, and cyber security.  IBISWorld projects (August 2016) the US 
information technology staffing market will be $12.7 billion in 2016 and reach (if the market share holds – see chart 
above) $14.5 billion in 2022. 
 
Information technology (IT) staffing represents computer programmers, computer systems analysts, database 
developers, network administrators, operating system specialists, software designers and developers, software 
engineers, web site developers and other IT professionals. In 2016, IT staffing is expected to represent 8.5% of 
revenue.  
 
Professional service staffing includes the supply of accountants, actuaries, architects, auditors, financial analysts, 
interpreters, journalists, lawyers and other professional service personnel. Over the past five years, this segment has 
stayed relatively steady as a proportion of revenue, representing a projected 12.2% share in 2016.  
 
Office, clerical and administrative staffing is the second largest segment in this industry and accounts for an 
estimated 24.8% of revenue in 2016.  This segment includes administrative officers, bill collectors, bookkeepers, 
clerks, customer service representatives, loan officers, receptionists, secretaries, tellers and other clerical staff. 
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Although general office staff is expected to continue to be a major source of industry revenue, price competition 
within the segment is high.  
 
Commercial Segment 
IBISWorld (August 2016) estimates the industrial and factory staffing should account for 34.1% of total industry 
revenue or $50.9 billion in 2016.  Revenue for industrial and factory staffing should increase to $58.2 billion in 2022.  
For this segment of the industry, temporary workers are required for roles to meet changes in seasonal demand. 
Advancements in just-in-time manufacturing processes can also lead to short-term increases in demand for labor. 
IBISWorld describes the process as follows: when a company receives an unexpected order, it can easily respond to a 
client's demands by using this industry's services. The reliance on temporary workers allows users of just-in-time 
processes to decrease costs by reducing inventory and minimizing labor.  
 
Multifamily Segment 
The property management industry should be closely aligned with the company’s multifamily segment.  Demand for 
multifamily staffing services is higher in the second and third quarters due to the increased turns in multifamily units 
during the summer months when schools are not in session.  IBISWorld (August 2016) estimates 282,379 
establishment units in the US by 2021, up from 247,848 in 2016.  Employment growth in the industry is forecast to 
grow 1.6% annually and reach 843,225 in 2021. 
 
The property management industry growth should increase due to high rental costs and rising demand for floor space 
from US businesses.  Companies in this industry are expected to expand the services they offer to increase demand 
from consumers and businesses, which should increase the need for employees many of which could be temporary 
position.  Overall, industry revenue is projected to grow at an average annual rate of 1.1% to $79.2 billion in 2022 
from $74.2 billion in 2015. 
 
According to data from the National Multifamily Housing Council, in the 18 states BG Staffing has operations there 
are 19,694 residential property manager establishments that employ 202,761 people.  The three largest are Florida 
(3,797 establishments and 38,595 employees), followed by Texas (2,952 establishments and 33,922 employees), and 
Illinois (1,313 establishments and 13,224 employees). 
 
Competition  
 
The staffing services market is competitive with limited barriers to entry.  Smaller companies such as BG Staffing 
face competition from larger organizations that have greater financial and marketing resources.  In the staffing 
industry price competition for personnel is intense especially for the company’s professional staffing and commercial 
segments. 
 
Key competitive factors in the industry include attracting qualified candidates for temporary assignments are pay 
rates, availability of assignments, duration of assignments, and responsiveness to requests for placement.  BGSF’s 
challenge within the industry is to place prospective temporary workers quickly by having in place appropriate 
assignments for qualified temporary workers.  
 
Competition in staffing services industry is from publicly traded companies such as Ciber, Inc., CDI Corp., 
Computer Task Group Inc., GeeGroup Inc., Kelly Services, Inc., Kforce Inc., ManpowerGroup Inc., On Assignment, 
Inc., Resources Connection Inc., Robert Half International Inc., TrueBlue, Inc., and Volt Information Sciences, Inc.   
 
Risks 
 
In our view, these are the principal risks underlying the stock: 
 
Economy 
Slowing US economic growth could reduce customer demand for workforce solutions.  Revenue growth for BG 
Staffing will be most vulnerable when US employment is at an inflection point (the reversal from peak employment 
or a low unemployment rate – or an employment trough a high unemployment rate). 
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Revenue concentration  
Four states (Texas – 32%, Rhode Island – 14%, Maryland – 13%, and North Carolina – 10%) account for 69% of the 
company’s revenues.  If economic conditions deteriorate in any of these regions the company’s operations could be 
restrained.  
 
Integration 
The company’s business strategy includes acquisitions that expand its geographic locations in the US and skills offer 
to customer, which could raise integration issues. 
 
Interest rates  
US interest rates remain low but increased 0.25% in 2015 due to economic growth and is likely to increase another 
0.25% in December 2016, which would further increase the company’s variable rate term loan A and revolving credit 
facility.   
 
Regulation 
The company is subject to Federal and state labor and employment laws and regulations.  The cost to comply, and 
any inability to comply, with such laws and regulations could disrupt operations or increase costs.  
  
An example is the Patient Protection and Affordable Care Act and the Health Care and Education Reconciliation Act 
of 2010, which includes assessment of tax penalties on employers who do not offer health insurance that meets 
certain affordability or benefit requirements.  
 
Workers compensation  
The company provides workers’ compensation insurance for its temporary workers.  While the policies are renewed 
annually in 1Q, there can be uncertainty in obtaining appropriate types or levels of insurance in the future or that 
adequate replacement policies will be available on acceptable terms.  The loss of our workers’ compensation 
insurance coverage would prevent the company from doing business in the majority of its markets.  
 
Acquisitions 
The company’s business strategy includes acquisitions that could raise integration and funding issues. 
 
Seasonality 
Operations are affected by billing days in a quarter and the seasonality of a customers’ business.  Demand for 
BGFS’s commercial segment increases in the second and third quarters, peaking in the fourth quarter, and slowing in 
first quarter due primarily to customer shutdowns and winter weather conditions. In addition, cost of services 
typically increases in the first quarter primarily due to the reset of payroll taxes. 
 
Shareholder Control  
Officers and directors collectively own 85% of the outstanding voting stock (as of the SEC filing in June 2016).  This 
group could potentially greatly influence the outcome of matters requiring stockholder approval.  These decisions 
may or may not be in the best interests of the other shareholders. 
 
Miscellaneous Risk 
The company’s financial results and equity values are subject to other risks and uncertainties, including competition, 
operations, financial markets, regulatory risk, and/or other events. These risks may cause actual results to differ from 
expected results. 
 
Trading Volume 
Based on our calculations, the average daily-volume in 2015 was 3,648 shares traded a day.  During the last three 
months to November 2, 2016 volume increased to 101,441.  The company has a float of 7.1 million shares and shares 
outstanding of 8.7 million. 
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Source: Company reports and Taglich Brothers estimates 
 
* The company’s retained earning calculation is based on cash dividends declared, as recorded in their changes in stockholders’ equity statement.   
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                     Source: Company reports and Taglich Brothers estimates 
 
 
               * 2014 income taxes reflect taxable income related to the change from a partnership (partners pay the tax) to taxable income to a C corporation. 
 
     ** 2013 per share number uses pro forma C corporation data
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Source: Company reports and Taglich Brothers estimates 
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Source: Company reports and Taglich Brothers estimates 
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Important Disclosures 

As of November 2, 2016, Taglich Brothers, Inc. and/or its affiliates, own more than 1% of BGSF 
common stock.  Michael Taglich, President of Taglich Brothers, Inc. owns or has a controlling interest 
in 170,557 of BGSF common stock, 371,655 of restricted common stock, and 34,777 restricted 
warrants.  Robert Taglich, Managing Director of Taglich Brothers, Inc. owns or has a controlling 
interest in 98,393 of BGSF common stock, 358,257 of restricted common stock, and 31,257 restircted 
warrants. Doug Hailey, Director of Investment Banking at Taglich Brothers, Inc., owns or has a 
controlling interest in 91,777 of BGSF restricted common stock.  Robert Schroeder, Vice President of 
Investment Banking at Taglich Brothers, Inc. owns or has a controlling interest in 14,091 of BGSF 
common stock.  Richard Oh, Managing Director of Taglich Brothers, Inc., owns or has a controlling 
interest in 6,016 of BGSF common stock and 4,989 of restricted common stock.  Other employees at 
Taglich Brothers, Inc., also owns or has a controlling interest in 33,843 of BGSF common stock and 
700 shares of restricted warrants.  Taglich Brothers, Inc. has an investment banking relationship with 
the company mentioned in this report.  In 2010, 2011, and 2012, Taglich Brothers Inc. served as the 
placement agent for $2.3 million in notes, 8.5 million class A units, and 6 million class A units, 
respectively.  In December 2014 Taglich Brothers Inc. was the sole placement agent for 956,050 shares 
of BGSF common stock.  In October 2015 Taglich Brothers Inc. participated as a co-placement agent 
for a 584,579 common stock block trade by two selling shareholders.  In June 2016 Taglich Brothers 
acted as a co-book-running manager 1.1 million common stock offering.  At May 27, 2016 affiliates of 
Taglich Brothers, Inc. beneficially own approximately 14.8% of BGSF’s outstanding common shares 
and certain associates of Taglich Brothers, Inc. and its affiliates are members of BGSF’s board of 
directors. Taglich Private Equity, LLC had an advisory agreement with the predecessor company to BG 
Staffing, Inc. In 2007 to 2013 Taglich Private Equity received an annual advisory fee of $175,000.   
 
All research issued by Taglich Brothers, Inc. is based on public information.  BG Staffing, Inc. is not 
paying Taglich Brothers, Inc. for the creation and dissemination of research reports. 
 

General Disclosures 
The information and statistical data contained herein have been obtained from sources, which we 
believe to be reliable but in no way are warranted by us as to accuracy or completeness. We do not 
undertake to advise you as to changes in figures or our views. This is not a solicitation of any order to 
buy or sell. Taglich Brothers, Inc. is fully disclosed with its clearing firm, Pershing, LLC, is not a 
market maker and does not sell to or buy from customers on a principal basis. The above statement is 
the opinion of Taglich Brothers, Inc. and is not a guarantee that the target price for the stock will be met 
or that predicted business results for the company will occur. There may be instances when 
fundamental, technical and quantitative opinions contained in this report are not in concert.  We, our 
affiliates, any officer, director or stockholder or any member of their families may from time to time 
purchase or sell any of the above-mentioned or related securities. Analysts and members of the 
Research Department are prohibited from buying or selling securities issued by the companies that 
Taglich Brothers, Inc. has a research relationship with, except if ownership of such securities was prior 
to the start of such relationship, then an Analyst or member of the Research Department may sell such 
securities after obtaining expressed written permission from Compliance.  
 

Analyst Certification 
I, Howard Halpern, the research analyst of this report, hereby certify that the views expressed in this 
report accurately reflect my personal views about the subject securities and issuers; and that no part of 
my compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
contained in this report.   

Public Companies mentioned in this report: 
Ciber, Inc.   (NYSE: CBR)  CDI Corp.   (NYSE: CDI) 
Computer Task Group Inc. (NYSE: CTG)  Kelly Services, Inc.  (NASDAQ: KELYA) 
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Kforce Inc.   (NASDAQ: KFRC) Resources Connection Inc. (NASDAQ: RECN) 
GeeGroup Inc.   (NYSE MKT: JOB) 
 

Meaning of Ratings 
 
Buy – The growth prospects, degree of investment risk, and valuation make the stock attractive relative 
to the general market or comparable stocks.  
 
Speculative Buy – Long-term prospects of the company are promising but investment risk is 
significantly higher than it is in our BUY-rated stocks.  Risk-reward considerations justify purchase 
mainly by high risk-tolerant accounts.  In the short run, the stock may be subject to high volatility and 
could continue to trade at a discount to its market. 
 
Neutral – Based on our outlook the stock is adequately valued. If investment risks are within 
acceptable parameters, this equity could remain a holding if already owned.  
 
Sell – Based on our outlook the stock is significantly overvalued.  A weak company or sector outlook 
and a high degree of investment risk make it likely that the stock will underperform relative to the 
general market.  
 
Dropping Coverage – Research coverage discontinued due to the acquisition of the company, 
termination of research services, non-payment for such services, diminished investor interest, or 
departure of the analyst. 
 
 
 
 
 
 
 
Some notable Risks within the Microcap Market 
 
Stocks in the Microcap segment of the market have many risks that are not as prevalent in 
Large-cap, Blue Chips or even Small-cap stocks. Often it is these risks that cause Microcap stocks 
to trade at discounts to their peers. The most common of these risks is liquidity risk, which is 
typically caused by small trading floats and very low trading volume which can lead to large 
spreads and high volatility in stock price. In addition, Microcaps tend to have significant 
company-specific risks that contribute to lower valuations. Investors need to be aware of the 
higher probability of financial default and higher degree of financial distress inherent in the 
microcap segment of the market. 
 
 
 
 
From time to time our analysts may choose to withhold or suspend a rating on a company. We continue to 
publish informational reports on such companies; however, they have no ratings or price targets. In general, we 
will not rate any company that has too much business or financial uncertainty for our analysts to form an 
investment conclusion, or that is currently in the process of being acquired. 

 


