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Audience will be muted

A question & answer session will follow the
presentation

Submit questions by clicking the Q&A icon at the
bottom of your screen

ording of this webinar, including the slides,

Arec _
will be available in the near future
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Reason 1

Stagnation

eGrowth is compelling.

eStagnation iIs not.




Reason 2

e Greater owner
dependence = greater risks

e Greater risks = discounted

valuation l



STEP How to Respond to an
UIDE  Unsolicited Offer

Reason 3

Inconvenience

e Convenience is extremely expensive.

e Lack of preparedness = failure to
launch.

e Guide: How to Respond to an Offer TENNEY



https://www.thetenneygroup.com/respond-to-an-offer/

Reason 4

Incompatible Driver Base

eEx. Hazmat Hauler — 20% won’t
transfer.

eEx. Buyer won’t hire who they
just fired.

»



Reason 5

?ﬂ

Old Equipment

e Capex requirements + uncertain
access must be addressed.

e High maintenance expense
o drives down value. Ex. S3M.




Reason 6

Incompatible

Equipment/Maintenance

eServicing for multiple types of
equipment = SS.

e Diluted purchasing power on

parts. l



Reason /

Seller’s Valuation Not

Based on Facts

eRules of thumb don’t apply to
trucking.

eNeeds vs. ROl l



EBITDA Multiple Enterprise Value (EV) Buyer Equity[ _ 3,600,000] 15.0%
EBIT Multiple 7.22 Buyer's Actual ROE (IRR) 33.0% natez
Buyer RHecieves Payment Details Cash to Seller at Closing
EBMDA 3,500,000 Cash To Seller at Closing 17,680,000 T3.7% Buwer Equity 3,600,000
Net Assets @ BV 3,000,000 Gap(Seller) Note 5,820 812  24.3% notel Rewolver + Term Debt 11,300,000
Met Assets @ FMY 5,200,000 Gap(Seller) Balloon Mote ™ 0 0.0% Over Advance Loan"” 0
Goodwill 18,000912 Remaining Non-Compete & 0 0.0% Mezzanine Financing 3,500,000
Stock vs. Asset Purchase Aszet Personal Goodwil ™ 0 0.0% Total Capital Raised 18,400,000
Mezzaning Rermaining Consulting 490 089 2.1% Less Acquistion Expenses (720,000}
Actual Mezzanine ROI 17.3% note 4 Enterprizse Value (EV) 24 000,001 100.0% Less Excess Cash ™ 0
Mezzaninge Warrants Cash to Seller at Closing 17,680,000
Yearl YearZ Yeard Yeard Years
BWX Cash Flow (445,903) (345,817} (266, 706) (o7,982) 32625
Add’| Revolver nia nia nia n/a nia
Taxable Income 218,690 534,764 857 258 1,438,572 1,815,347
MNotes:

1. Output: Manual Valuation: These resuliz show deal financials based on manual inputs for price and equity.

2. This Waluation Summary iz based on inputs detailed on the attached Valuation Parameters page, which iz an integral part of the valuation.

3. Actual values are different than expected i.e. input values for ROE andior Gap (Seller) Mote
4. Actual Mezzanine ROl is less than the expected mezzanine RO

G622 BYX2




Reason 8

Seller Rigid with Sale

*“My accountant told me |
have to have a stock deal.”

eFocus on goal...not the

Mmeans. '



Reason 9

Unreliable Record Keeping

e Bad records = discounted price.

WThe Mark 47 sTeady for launch. e Unforced errors = unacceptable.




Reason 10

Customer Concentration Vs.

No Accounts

e Too much revenue in one account
= high risk.

*No “real” accounts = low buying

Interest. ‘



Reason 11

Limited Consideration of Tax

Implications/Strategy

e Yes, your business sale will be taxed.

e But, can you defer that payment?
e Ex. Client assumes 50% tax rate. Actual < 25%

»



Reason 12

Lawsuit or Fatal Accident

eDistressed sale = discounted
value, limited options

eDoesn’t have to be your fault
to destroy value. 3 year delay.

>



Reason 13

Inept Attorneys

oEx. Bills S80,000 in fees. 3
month delay. Lost 1.5M.

e Deal Maker vs. Deal Breaker ‘



Reason 14

Health Crisis Before or During
Sale Process

e Unfortunate loss of negotiating
leverage.

e Develop multiple successors. Ex.
Recent 25M Deal



Reason 15

e You have to run a business — no
guarantees.

¢ BS = Greatest influencer of sale
timing.

»



Reason 16

External Factors

eBest buyer too busy
absorbing another deal.

e Market crash/correction or

interest rate spike(s). '



Extended
Resources

| http:// %www.thetenneygroup.com
M 7ow

Owner Guide:
16 Reasons Your Trucking
Business Won't Sell

TENNEY

Owner Guide:
When to Start A Sale Process

&0 Insige Look 3t e Frocess and the Factors That Often Deiay & Kl Deais

22


https://www.thetenneygroup.com/16-reasons-your-trucking-business-wont-sell/
https://www.thetenneygroup.com/owner-guide-when-to-start-a-sale-process/
https://www.thetenneygroup.com/?msclkid=3130e47fd13811ec829d316b2c757266

Conclusion

* Be alert, prepared and opportunistic.

* Thisis a good environment to advance your broader
family/business/legacy goals.

* Focus on controlling what you can control in order to maximize your
options. And constantly be mindful of what you can’t control.




L&A

Enter your questions
using the Q&A button

INTERMODAL ASSOCIATION
OF NORTH AMERICA

M IANA
~=




Thank you to Tenney Group for sponsoring
today’s session.

TENNEY

GROUP

ontains sponsored content and does not serve as an endorsement of the featured product or service.




Upcoming Tenney Sessions:
« August 10" — The Art of Responding to an Unsolicited

Offer
« October 19t - 9 Differentiators That Separate Acquisition

Winners & Losers

Available On Demand:
* The Blueprint: How A Leading Industry M&A Firm
Transitioned Ownership To The Next Generation
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INTERMODAL ASSOCIATION
OF NORTH AMERICA™

THE CONNECTING FORCE BEHIND INTERMODAL FREIGHT

© 2022 Intermodal Association of North America. This presentation was produced for the use of IANA members and
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