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Ahron Oddman was torn and flagging from riding the emotional roller coaster that is a self-
funded search. He slouched in his Wilmington, North Carolina office, perplexed about what to
do next. Although he thought he was close to the proverbial finish line, he clearly was not there
yet. In November 2019, Oddman had been just weeks from closing an acquisition of a small
business when an unforeseen snag with his bank loan delayed his projected closing date by two
months. Oddman worried that if he did not close soon, the seller of Presentation System South,
Inc. would consider him unable to do so and pursue other options for the business sale.

To resolve the delay at Old North Bank, Oddman needed to re-examine what kind and size of
loan he should obtain. Should he continue working toward a Small Business Administration
(SBA) loan or explore conventional loan offerings as well? How large of a loan should he pursue?
While a larger loan would allow him to increase his equity stake in the company, it might also
limit his plans to grow the company once he took over as CEO. Would increasing his leverage
introduce unacceptable risk into the acquisition?

As Oddman mulled over his options, he knew he needed to move fast if he wanted to close the
deal.

Ahron Oddman

Raised in Brooklyn, New York, Oddman attended the United States Naval Academy, obtaining
his undergraduate degree in Aerospace Engineering in 2004. He remained an active-duty service
member for nine years as a pilot flying MV-22 Osprey aircraft in the Marine Corps.

In 2013, Oddman left active-duty service to attend Harvard Business School as an MBA
candidate. The son of a teacher and a civil engineer, Oddman had little exposure to business prior
to attending. He focused on technology and entrepreneurship and held leadership roles in several
on-campus organizations, including the African American Student Union, Harvard Veteran's
Organization, and HBS Parents Club (see Oddman's resume as Exhibit 1).

Two experiences at Harvard piqued Oddman's interest in entrepreneurship, leading to his
eventual decision to launch a self-funded search fund.

First, Oddman founded Savanna, an on-demand barber service connecting customers with
barbers for in-home and in-office haircuts. Instead of focusing solely on connecting customers
directly with barbers, Savanna pitched its barber services to companies, schools, and apartment
complexes, which could then offer Savanna's services to their employees, students, and tenants
as a perk. As CEO and founder, Oddman successfully signed partnerships with enterprise clients,
including Uber, Wayfair, and WeWork.

Second, through coursework, Oddman was exposed to entrepreneurship through acquisition
(ETA). He was immediately intrigued. The venture capital start-up and ETA paths to business ownership
both came with their pros and cons. Oddman reflected:
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Upon graduation, we were at a point where Savanna was working and asset-light. Why
not raise funds and expand? I debated it, but I couldn't wrap my head around giving up
parts of the company for money. Venture capitalists require an outsized exit for investors
to feel good about it. This demands that the business is on an accelerated high-growth
track, which would have decreased the work-life harmony I was looking for. Though the
self-funded ETA path produces a smaller payout, it allows for a larger slice of the pie.

Though Savanna found early success, Oddman left the founding team upon graduation. He decided he
would launch a self-funded search instead. "I knew I would be working the same amount as CEO whether
I owned 30 percent or 100 percent of the company,” Oddman said regarding his decision not to raise a
search fund or apply to accelerators.

However, instead of immediately beginning a search, Oddman joined nCino - a financial services software
provider - as a senior sales manager. Two factors guided his decision to delay acquiring a business.

First, the role at nCino provided a commission structure that allowed for uncapped earnings. In part because
of his experience with Savanna, Oddman knew he "didn't want to search with other people's money." While
at nCino, he targeted saving $240K to allocate for use during his search to spend on travel, his salary, and
a small broken deal fund. These funds eventually allowed Oddman to pursue holding a majority of the
equity instead of a more traditional 30/70 equity split in favor of investors.

Second, Oddman wanted to gain a unique skill set he could apply in his future role as CEO of a small
business. By the time he left nCino, Oddman had helped scale the sales team from 15 people generating
$10 million in net new annual revenue to 65 employees producing more than $140 million in net new
annual revenue. Sales expertise, he reasoned, would be valuable in almost all small businesses. A professor's
advice further encouraged Oddman to forgo more traditional post-MBA paths such as consulting or
investment banking: "Figure out where all the smart people are going and then run the other way.
Competition is destructive."

After four years at nCino, Oddman launched his search in May 2019.

The Search

Oddman based his search out of Wilmington, North Carolina, where he lived with his wife and four
children under six. Forming his search vehicle under the name King Hall LLC, he leveraged business
brokers to source deals and narrowed his focus through a combination of economic, professional, and
personal criteria.

Oddman's economic considerations concentrated on finding a business with minimal customer
concentration, low headcount, and strong margins. To ensure he could maintain the work-life harmony
that attracted him to the ETA model at the outset, Oddman only considered businesses without weekend
operations and in eight southeastern states agreed upon by him and his wife. Finally, Oddman wanted to
acquire a business he could make a unique contribution to:

After experiencing growth at Savanna, I knew I wanted to buy a company I could grow.
While searching, I asked myself, "What company has a keyhole for which I am the perfect
key to unlock the growth?" I saw companies that required engineering or marketing
expertise to grow, and I knew if I bought those companies, I'd have to turn around and
start another search for an employee to fill those needs. Instead, I wanted a company that
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needed an expansion of the sales team - something I was well-versed in from my time at
nCino.

When Oddman noticed that businesses outside his criteria were enticing him, he jotted down his
constraints and ensured all deals he considered met them (see Exhibit 2).

Oddman also began to consider the role of race in his search. As a Black man, he worried that the brokers,
sellers, and bankers he would meet might treat him differently than if he were white. He had also heard
stories from other black entrepreneurs having issues with racist employees post-close. Oddman further
explained:

When you set out to accomplish a goal, you bring your whole self to that task. And none
of us is just one thing: I'm religious, a husband, and a father; I'm the son of Jamaican
immigrants, a pilot, a patriot, a Marine, and a war veteran. I'm also a black man in
America. Many of the above traits, you can't identify at first glance. But my blackness is
as clear as day.

Going into my search, I wanted to be judged only by my actions and behavior. I'm a glass-
half-full guy, so I didn't go into the search expecting racism. Nonetheless, a part of me
wondered: Will this broker take me seriously and believe I have the finances to consummate a
deal? Will this seller be comfortable turning over their business to me?

Have I, and do I still, experience racism day-to-day? Unequivocally, yes. When I walk into
a restaurant and ask what the wait is, I often get a different response than my wife (who is
white) when she asks just minutes later. Did I experience racism during my search? No, I
don't think so. Butif I had, I wouldn't use that experience as fuel to foster hate.

Oddman began to develop a plan to finance the acquisition early on. Aware that he would need to raise
equity from investors, Oddman informed a group of local entrepreneurs in Wilmington of his search,
sharing what he thought a deal might look like. He also maintained connections to non-local investors well-
versed in the search fund model to keep his options open. In preparation for obtaining the debt he knew
the acquisition would require, Oddman began researching banks willing to provide loans to self-funded
searchers.

Old North Bank

Founded in 1998, Old North Bank provides banking services to small business owners in the United States.
Other than its headquarters in Salt Lake City, Utah, the bank has no physical footprint. There are no branch
locations; all deposits are made online. Instead of geography, internal operations are organized by industry
verticals (e.g., dental, self-storage, fitness centers). The bank's digital-first approach led to rapid growth.
By 2017, Old North was one of the nation's leading SBA lender by dollar volume.

In 2017, Old North hired Amy Stewart and Alina Howell to lead a new Mergers and Acquisitions (M&A)
vertical in the bank. The M&A division was the first non-industry aligned vertical at Old North and would
be hyper-focused on serving searchers, both conventional and self-funded. Old North's CEO was initially
skeptical of the new vertical targeting searchers. "The executive team believed that people from top business
schools didn't want to roll up their sleeves and run a business. But over time, the searcher portfolio
performed so well that the bank gained a high degree of confidence in the ETA model," explained Stewart.
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After the initial internal hesitancy was overcome, the M&A vertical thrived under Stewart and Howell. Just
four years after its founding, it had more than $350 million in assets on the books and was the bank's
fastest-growing vertical. More importantly, not a single M&A client had defaulted on a loan. Stewart
attributed the success of the new vertical to three factors.

First, M&A's clientele - entrepreneurs pursuing the ETA model — were savvy. In general, searchers showed
strong financial acumen even if they lacked industry-specific knowledge. They were open to coaching and
growth. Second, Old North gained a competitive advantage by developing a deep familiarity with the ETA
model. The nascent path to business ownership was still raising eyebrows at other banks. Stewart and
Howell, meanwhile, were the only search fund lending team offering both SBA and conventional loans to
ensure the bank could serve both self-funded and conventional searchers alike. Third, the strong
community within the ETA world was an asset to the bank. As Old North's reputation grew within that
community, almost no outbound sales were required. "It's exciting to be part of something that is growing,"
Stewart commented, "the community is young, hungry, and much more diverse than the founders
searchers are buying from."

Building a Relationship

Immediately after launching his search, Oddman contacted banks to find a debt partner. In addition to the
knowledge he had gained selling software to banks at nCino, he relied on the community at searchfunder.com
to narrow the list of banks he considered down to three. He contacted the M&A vertical at Old North in
May 2019 and met with Stewart soon after to discuss his search plans.”

Old North emphasized the importance of these early conversations with searchers. "We want to know the
searcher before they're making offers," Stewart explained. Oddman impressed Stewart. His focus on ETA
courses in business school confirmed he understood the ETA model. In addition, his military experience
implied a fine-tuned ability to lead others. Stewart issued Oddman a letter of support — a document he
could include when making offers, proving he had a bank backing him.

Following this conversation, Old North rose to the top of Oddman's list. Though Old North did not offer
better rates than its competitors (the most rate variation Oddman saw between banks for SBA loans was
25 basis points), the bank's familiarity with the searcher model and excellent customer service set it apart
from competitors. Oddman reflected:

The number one reason I preferred Old North was because they prided themselves on
being entrepreneur-friendly, fast, and responsive. Their service was the best. The whole
bank was familiar with the ETA model. At other banks, I'd speak with one person who
knew the model, but that individual was still working on convincing the rest of the bank
that ETA would be profitable.

Presentation System South, Inc

With a letter of support from Old North in hand, Oddman turned his attention to sourcing deals. Just one
month after launching his search, he received a business teaser for an education technology company (see

" As of 2021, instead of one-on-one conversations, Old North held twice-weekly information sessions for self-
funded searchers introducing them to the bank.
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Exhibit 3). Intrigued, Oddman signed a confidentiality agreement to obtain further information on the
company.

Presentation System South, Inc (PSS) creates and sells presentation poster and banner printing systems to
K-12 schools. Founded in 1994 in a garage by a Vietnam veteran and his wife, by 2019, the company
employed 15 people in its 10,000 square-foot, Mooresville, North Carolina headquarters.

The company operates a 'razor and razor blade' business model.” K-12 schools first purchase a hardware
package including a desktop computer, scanner, Canon poster printer, and laminator. Access to PSS's
proprietary library of 1,800 educational poster designs is included. These hardware sales account for 40
percent of company revenue. PSS then sees substantial recurring revenue (~$2 million annually) by selling
paper and ink for approximately 2,000 previously installed active machines. Fifty-two percent of income is
from routine paper and ink sales. The remainder of revenue (8 percent) is from machine servicing, usually
done via remote connection. Combined, these revenue streams deliver consistent margins of more than 45
percent. In the four years prior to sale, PSS grew revenue approximately 9 percent year over year.

Industry dynamics looked appealing. The market was geographically fragmented, dominated by regional
players, of which PSS was the largest, selling more than 300 printers a year. Its closest competitor sold less
than 200. Oddman's research revealed no national players in the space and a dearth of regional players on
the west coast. The customer base, made up of both public and private schools, received reliable and
consistent funding, even during economic downturns. Many public schools had difficulty switching
suppliers due to requirements regarding purchasing from approved vendors only; however, principals and
headmasters were generally afforded discretionary autonomous budget authority for purchases less than
$5,000, a price point PSS's packages fell beneath.

Oddman's favorite part of the deal was its growth key: sales expansion. In 2019, PSS's sales footprint had
been limited to just five states: Virginia, North Carolina, South Carolina, Georgia, and most recently,
Florida. The seller had intentionally avoided expanding sales efforts nationwide for two reasons. First, he
wanted to avoid the increased operational complexity in installation and servicing that an expanded sales
effort would bring. Second, growing the company aggressively would consume the owner's discretionary
earnings. The company's limited penetration into the total addressable market, combined with its long-
standing positive reputation in the industry, positioned PSS for strong growth under the right CEO.

Oddman also considered what he saw as PSS's biggest risks. First, PSS relied on Canon as its only supplier.
Oddman worried this could provide Canon the leverage to raise prices or shrink distributor rebates with
little warning. With further research, Oddman alleviated his concerns. Canon's go-to-market strategy
depended entirely on third-party resellers like PSS. And PSS, as Canon's largest distributor in the U.S.
education vertical, was particularly well-positioned to maintain favor.

Second, Oddman feared schools might soon shift from paper posters to screens, rendering PSS's business
model obsolete. "When I ran the deal by family and friends, this was their number one concern," Oddman
recalled. Oddman reached out to educators in his network and asked for their opinion. "Teachers
fundamentally don't want their students in front of screens. They believe in the analog: books, posters, and
visual aids. People in education didn't see posters going anywhere." Oddman moved forward. To mitigate
the risk, Oddman reasoned he would rely on customer feedback to monitor the digital trend and build
digital content and product lines to get ahead of it.

" A razor and razor blade model is characterized by selling one product (the razor) that is somewhat permanent with
a paired consumable product (the blade). The blade component has recurring revenue characteristics while the razor
is more episodic in nature.
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Making an Offer

Oddman liked the company and moved quickly to place an offer. He produced an investment memo to
share with potential equity and debt partners (see Exhibit 4). After receiving the investment memo,
Stewart, on behalf of Old North, issued Oddman a pre-qualification letter. Unlike his letter of support, this
document confirmed the bank planned to provide debt financing specifically for the purchase of PSS. Old
North often provides feedback on 3 to 7 deals per searcher before a Letter of Intent (LOI) is signed. In this
case, Stewart's support for PSS relied on both the economics of the deal and Oddman. "We liked the 'razor-
razor blade' model and that the school districts provided a stable client base," Stewart noted. "But Ahron
was just as important as all this. How good a job you do on the investment memo matters. We do not
approve loans when searchers just throw a business teaser at us and ask us what we think. Ahron built a
persuasive cash flow model and convinced us that educational posters were a strong product.”

PSS avoided the common issues that prohibit a searcher from receiving a pre-qualification letter:

e Customer concentration. Old North is uncomfortable with a single customer providing more than 20
percent of revenue.

o Cyclicality and seasonality. Seasonal businesses struggle to provide stable cash flow, making quarterly
debt repayment obligations difficult.

e Lack of recurring revenue. Long track records of recurring revenue decrease the chances customers
will leave following a change in ownership.

Soon after receiving the pre-qualification letter, Oddman submitted an offer to the business broker running
the sale. PSS received seven bids in total, which the seller ranked on a variety of factors, including price,
source of financing, and character of the buyer. Unfortunately, Oddman ranked second, losing out to a bid
from a family office that brought an all-cash offer. Despite losing the deal, Oddman stayed in touch with
the seller. They had built a close relationship rooted in their shared military backgrounds.

That relationship proved critical. On Labor Day weekend, 2019, three months after Oddman lost the initial
bidding process, the seller called Oddman. The deal with the original buyer had fallen through due to a
rocky relationship - the seller and previous buyer couldn't get along. In mid-September, just two weeks
later, Oddman signed a Letter of Intent (LOI) establishing a path to close an acquisition of PSS within 90
days.

Securing Financing

The signed LOI stipulated a total purchase price of $4.95 million, which included $3.6 million to purchase
the business assets (3.7x 2018 EBITDA") and $1.35 million to purchase company real estate (2019
appraised value).

Oddman's first job after obtaining an LOI was to secure financing. He returned to his pool of potential
investors and secured up to $1.75 million in equity in exchange for up to 19 percent of PSS's equity. Two
hundred thousand dollars of investor equity was reserved for the associated real estate purchase. The
operating agreement stipulated that equity investors would receive back their entire principal and a 15-
percent preferred annual return before Oddman received any returns. Once equity investors secured their
initial returns, Oddman would receive dividend payments in accordance with his equity ownership share
of the company, a milestone Oddman projected he would achieve by Year 4.

* Earnings before interest, taxes, depreciation, and amortization.
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His LOI also included an agreement for $400 thousand of seller financing to be amortized over seven years
with a rate of 9 percent. In a note to his investors, Oddman explained, "The intent of the seller note is to
align the seller's motives with ours - to help PSS succeed into the future." The seller note was subordinated
to any bank note.

Concurrently, Oddman worked with Old North to produce a package of SBA loans which, along with seller
financing and equity, would cover the balance of the $5.34 million necessary to close. This amount included
the $4.95 million purchase price, working capital needs, and all closing costs. Old North collected
information for a thorough review of both Oddman and PSS. Oddman's net worth was not an important
factor in the loan decision, despite the SBA requirement that all loans come with a personal guarantee. A
strong credit score, on the other hand, was necessary.

The suggested loan package included three different SBA products. First, an SBA 7(a) loan provided
financing for the business assets of the company.® This loan amortized fully over ten years at a variable rate
equal to the Wall Street Journal Prime Rate + 2 percent, adjusting quarterly, and did not have a prepayment
penalty. Second, two SBA 504 loans provided a combined $1,174,700 of additional debt to cover the
business's real estate, which the seller required be included in the deal.” Third, an SBA Express loan
provided a $250,000 revolving line of credit. All SBA loans come without covenants but need a personal
guarantee. "Ninety-nine percent of self-funded searchers use SBA loans," Stewart commented regarding
Oddman's decision to obtain terms on an SBA loan. Compared to conventional loans, SBA loan products
are covenant-free and allow for high leverage as long as less than $5 million in debt is required. In addition,
unlike conventional loans, they come without prepayment penalties.

Operational Plan

As Oddman debated how to finance the acquisition, he developed an operational plan, including a transition
plan for the near term and a growth plan for the long term.

In the near term, Oddman's primary goal was to observe, learn, and avoid catastrophe. During the first 90
days of operation, he committed to making no material changes to the business, except those necessary to
preserve cashflow. He ensured a minimum of two months of operating expenses was on hand in cash at
closing to provide a buffer against any early obstacles. Oddman also made plans to begin fostering key
relationships by visiting his top ten customers and meeting with Canon, PSS's key supplier.

The seller committed to providing 160 hours of support in the first four weeks after closing to facilitate the
transition. The seller also agreed to a consulting engagement for seven months following the deal's close to
assist with in-person sales at trade conferences at a rate of $80 per hour.

In the long term, Oddman planned to leverage his experience leading sales teams to grow the company.
PSS's recent expansion into Florida provided early evidence that a larger sales team would provide a positive
return. When the seller hired a new remote sales representative in Florida, EBITDA initially decreased
because of the additional salary costs. But after just six months, the sales team investment had generated
enough extra profit to cover the employee's annual salary.

Oddman produced a growth model laying out his plans to hire new sales professionals to target new
geographies. Understanding the dangers of too much growth too fast, Oddman vowed to limit himself to
a maximum of 35 percent year-over-year revenue growth. He planned to add one salesperson to the team
in Year 2 (2021), two in Year 3, four in Year 4, and five in Year 5. The expected salary for the position was

$ The SBA provides an online summary of the 7(a) loan program here.
" The SBA provides an online summary of the 504 loan program here.
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$51,000 in 2020 with 4 percent annual raises. Though the Florida expansion implied a 6-month
breakeven period after hiring a new salesperson, to remain conservative, Oddman used a 12-month
breakeven period when building his pro forma. If Oddman's sales team expansion proved successful, he
expected total operating profit after compensation to rise six times between 2020 and 2025. But for the
purposes of his pro forma model, Oddman conservatively forecasted revenue to grow at 9 percent annually.

Old North's Loan Approval Process

After reviewing Oddman's investment memo, loan application documents, and growth plan, Stewart
summarized the deal for the bank's internal credit team in a memo. While Stewart and the rest of the M&A
vertical play offense at the bank, attempting to find clients and close deals, the bank's credit team and
underwriters play defense, attempting to ensure all loans are compliant with SBA guidelines and financially
sound.

While combing through the deal, the credit team flagged a compliance issue with Oddman's agreement
with his equity investors. The SBA requires any investor holding more than 20 percent of the company to
personally guarantee the SBA loan - a stipulation Oddman's investors could not agree to. Though the
equity investors would only own 19% of the equity, it was possible they could take home more than 20%
of the PSS's total returns in certain years. Old North worried that a narrow interpretation of the 20%
maximum might trigger the personal guarantee requirement.

While the credit team remained confident the SBA would eventually approve the loan, they paused final
approval to investigate further. Stewart, and Oddman by proxy, were notified that closing would not be
feasible until February 2020, two months later than planned. The seller already had deal fatigue after his
tirst attempt at a sale fell through, and Oddman worried the delay might cause him to terminate the LOI.

The bank also investigated Oddman's growth plans. "To a bank, paying us back is the most important
metric. It's great if you're growing and doing well, but ultimately our key metric is debt repayment. We
care about getting our money back," Stewart described. Growth, particularly in asset-heavy industries,
increases the risk that a business will be unable to repay its obligations. Oddman defined sales team
expansion as "asset-medium" growth because of increased labor costs.

Oddman's Decision

On November 4, 2019, Oddman sat down for coffee with Bill Golden, a loan analyst on Old North's M&A
team, and Alex Shook (Yale SOM 2023), the Old North underwriter assigned to review the loan. Shook, a
Las Vegas native, was rushing to another meeting for a non-profit, SpectrumConnects, that she ran in her
spare time. She needed Oddman to decide quickly whether to commit to Old North's loan package. To
commit, he needed to pay a $6,000 deposit. Paying the deposit would initiate the bank's final due diligence
process required to close the deal.

The seller financing (totaling $400 thousand), real estate 504 loans (totaling ~$1.2 million) and working
capital line of credit (totaling $250 thousand) were solidified, accounting for ~$1.85 million of the
required total to close the deal: $5.35 million. Oddman needed to decide how to finance the remaining
$3.5 million in a way that would allow him to close the deal as soon as possible.

As Oddman outlined his financing plans for the company, he explored two additional topics: the likelihood

of a recession and his exit plan. "When I made an offer on PSS in 2019, the economy had been on a bull
run since 2010," Oddman explained. Oddman expected a recession to hit sometime in the five to seven
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years he planned to own and operate the company and wanted to ensure his financing would allow PSS the
flexibility to weather that recession. In any year, Oddman decided he wanted the company to be able to
operate with only 50 percent of its expected EBITDA.

Regarding his exit plan, though Oddman was not positive he would sell the business after five years, he
wanted to position himself for a profitable exit at that milestone. Ideally, whatever financing path he
selected would maximize the value of his equity in Year 5 of operation with an expectation of 3.7x EBITDA
multiple at sale, the same multiple at which he purchased the company.

Oddman outlined four options to finance the acquisition:

First, he could move forward with the loan package as proposed. With an SBA 7(a) loan of $1.75 million,
Oddman could honor his agreement to provide his investors with 19 percent of the company's equity in
exchange for $1.75 million toward the acquisition. Oddman's lower debt repayment obligations would
reduce the risk of default in the case of a recession and allow him greater flexibility to grow the business
through sales team expansion. Oddman would still retain an impressive 81 percent of the equity. The credit
team assured him that he could still close the deal under this scenario, but he would need to wait until
February 2020. If Oddman wanted to move up the closing date, he would need to ask his investors to
become personal guarantors on the loan - a proposition Oddman doubted his investors would entertain.

Second, Oddman could explore obtaining a similar SBA loan from another bank. His attorney advised him
that Old North was being extremely cautious in their reading of the SBA rules. Perhaps another bank,
Oddman reasoned, would not be so punctilious with their due diligence. However, though he expected
similar terms on a loan from a different bank, he was apprehensive about jeopardizing the strong
relationship he had built with Old North. The seller might also look skeptically at Oddman for changing
banks so close to closing. Finally, Oddman didn't know how much - if at all - moving forward with a new
bank would speed his close.

Third, he could appease the credit team's compliance trepidations by increasing the size of the 7(a) loan.
Old North offered to increase it up to $2.25 million. Such an increase would reduce the equity required by
$500 thousand, thereby removing the credit team's compliance concerns about Oddman's equity structure.
While this might limit his growth plans due to larger debt repayment obligations or jeopardize his ability
to make debt payments during an economic downturn, it would allow him to retain a notable 85 percent
of the company. Though negotiating down his investors' equity stake from 19 percent to 15 percent could
cause pushback and potentially additional delay, under the loan package, the bank would be able to
maintain a December 2019 closing date.

Fourth, although Oddman had not yet seriously considered conventional loans, he could explore obtaining
one from another bank. From speaking with friends in the search fund community, Oddman knew what
the contours of a non-SBA conventional loan looked like. A key advantage in a conventional loan is no
requirement for a personal guarantee as SBA loans have. Instead of the variable rate under the SBA loan,
Oddman could expect a fixed rate of 6 percent, amortized over ten years. The loan would be due at the end
of Year 5 with a balloon payment to cover the remaining principal. His maximum loan size (which would
cover the business acquisition costs and the real estate purchase) would be $3 million. With $3 million in
debt, Oddman would retain 75 percent of the equity, leaving 25 percent for his investors. But the lower
tixed rate came with a series of loan covenants that could restrict Oddman's growth plans. Most notably,
PSS's debt service coverage ratio (DSCR), no matter PSS's ability to make debt repayments, could not fall
below 1.50x. Furthermore, a conventional loan came with a prepayment penalty - if the loan were repaid
early, there would likely be prepayment fees. Oddman believed a conventional loan could be easily closed
in 90 days or less.
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Following his meeting with Golden and Shook, Oddman carefully considered each option, well aware that

his decision would have serious consequences on both his ability to close quickly and his operational plans
in the years to come.
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Exhibit 1: Oddman's Resume (2019)

experience
2015-Present

2014-2017

summer 2014

2004-2013

2010-2013

2007-2010

education

2013-2015

2005-2007

2000-2004

personal

AHRON K ODDMAN

NCINO, INC WILMINGTON, NC
Senior Sales Manager, Community and Regional Banks

e Currently lead a team of 7 Sales Reps with annual quota over $9M in Sales

o In year one as a manager, led team to over $8M in Sales achievement

e Asan individual Sales Rep, expanded customer base by 114% adding over $4M in sales

e [cad our company’s Sales effort across 150 Financial Institutions expanding our brand awareness and network

SAVANNA INC, FOUNDER & CEO BOSTON, MA

e Launched a service, Savanna that connects customers with best master barbers in their area to schedule in-home
and in-office haircuts. [@GoSavannaHair & gosavanna.com]

o Added several enterprise customers in the first (3) months: Uber, Hubspot, Wayfair, WeWork, Equity Residential

e Sclected as a Harvard Business School Rock Entrepreneur Fellow and MassChallenge finalist; admitted to MC
accelerator program

RALLYPOINT NETWORKS, INC (MBA Summer Intern) WATERTOWN, MA

e Sales efforts to compete for lucrative Defense Department IT contracts by navigating complex Federal
Contracting process and gaining interest from two key DoD program managers.

e Evaluated cost per acquisition and value per user metrics while developing a model that benchmarks relevant
metrics with comparable social / professional networks.

e Assisted with development of a four year financing / fundraising strategy that was presented to Board of Directors

UNITED STATES MARINE CORPS
As a Marine Corps Officer, led teams during combat operations in Iraq; key member of small entrepreneurial team
that launched new divisions within the Marine Corps enabling the introduction of a new aircraft: MV-22 Osprey.

Pilot Training Officer / Head Instructor Pilot SAN DIEGO, CA

e Designed squadron’s yearly aviation training plan with a $22M budget allocating resources among 200 Marines
and $960M worth of aircraft. Supervised and trained 10 flight instructors.

o Selected to attend Weapons & Tactics Instructor Course: Marine Corps’ “Top Gun” for Top 5% of pilots.

Flight Operations Coordinator / Aircrew Commander JACKSONVILLE, NC; AL ANBAR, IRAQ
o Awarded three Air Medals for service during 180 dynamic Iraqi combat missions in $80M MV-22 aircraft.
e Ranked in Top 10% of Lieutenants in a unit of 200+ Marines.

HARVARD BUSINESS SCHOOL BOSTON, MA
Masters of Business Administration. Timothy T Day Marine Corps Entrepreneur Fellow,

Focus: small/medium business entrepreneurship; tech entrepreneurship.

On-campus director, Harvard Veteran’s Organization; Co-President, HBS Parent’s Club.

MARINE CORPS PILOT TRAINING PENSACOLA, FL
FAA Certified Flight Instructor Commercial Pilot, Multi-engine Airplane and Helicopter.One of the first student
pilots competitively selected to fly the new MV-22B Osprey aircraft.

UNITED STATES NAVAL ACADEMY ANNAPOLIS, MD
Bachelor of Science, Aerospace Engineering. Awarded with Merit.

Regimental Commander, student leadership position in command of 2,000 Midshipmen (50% of student body).

One of seven midshipmen selected to attend the US Military Academy (West Point) for an exchange semester.

Married with four wonderful kids. Active in our church community.
Hobbies include: spending time with kids at the soccer and flag football field. Private pilot, flying the DA-40.
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Exhibit 2: Oddman's Search Criteria

Ahron Oddman Target Criteria (2019)

PERSONAL

e Business is closed on weekends
e Located in Southeastern US (other states approved by my wife)
e Business not involved in risqué industry (ATF)

PROFESSIONAL
e Growth potential via enhanced sales efforts (key and keyhole)
e Non-turnaround operation
e Transferable to me, then to a GM within 36-48 months

ECONOMIC

Top 5 customers < 50% of Revenue

Employee count < 25

EBITDA > $1M

EBITDA / Headcount > $40,000; EBITDA scalable by adding headcount
Gross Margins >30%

Low Capital intensity (most of EBITDA is available as FCF) as measured by EBITDA /
FCF
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Exhibit 3: Business Broker Teaser

VIKING

MERGERS & ACQUISITIONS

AVAILABLE FOR ACQUISITION

#1484
EDUCATION
TECHNOLOGY
COMPANY WITH
GREAT MARGINS AND
STRONG CASH FLOW!

LOCATION: SOUTHEAST

seLLING PRICE: MARKET VALUE

CONTACT

Keenan Moran
704-676-0966

13 AHRON ODDMAN AND OLD NORTH BANK

CONFIDENTIAL BUSINESS PROFILE

FINANCIALS

Revenue

2019 Revenue*: $3,334,797
2018 Revenue: $4,557,605
2017 Revenue: $3,962,096
2016 Revenue: $3,942,694

Cash flow

2019 Cash flow*:$782,454
2018 Cash flow: $1,127,147
2017 Cash flow: $662,399
2016 Cash flow: $886,788

*2019 numbers are for 8 months

EXECUTIVE SUMMARY

This 20+ year old company provides education technology
equipment, products, supplies, training and service.

A commen thread to their product lines is the supply
trail. Each of their offerings has supplies utilized in the
day-to-day use of the products that the company is a
supplier of.

Approximately 60% of the company’s annual revenue is
generated via the continuing “supply “component of
their business.

95% of their customers purchase their “supply” items
from the company.

The company has over 2000 active customers in the K-
12 education market.

Their top five customers account for 25% of total
corporate revenue.

MARKETS SERVED

The company’s customer base is concentrated within 5
states located in the southeastern United States.

COMPANY STRENGTHS

Excellent cash flow/great margins.

50% of the revenue is “residual” sales.

Strong market share.

Firmly entrenched with their customers.

Over 20 years in business.

Solid team in place.

A $1,180,000 contract in new business was recently
awarded that will generate $590,000 in new business in
July of 2019 and $590,000 in July 2020.
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CONFIDENTIAL BUSINESS PROFILE

#1484 Education Technology Company
GROWTH OPPORTUNITIES

+ Growth opportunities are extensive due to:
1. Company’s current footprint
2. Business’ strong profit margins
3. The limited costs of expansion (i.e. adding sales personnel)

EMPLOYEES

The business currently operates with 14 full-time employees (including the owner) and 1 part-
time employee.

FACILITY

The company operates out of an approximately 10,000 square-feet facility with 7,500 square
feet of office space and about 2,500 square feet of warehouse space. The building is leased on
a triple lease from an entity owned by the owners of the business. Owners want to sell the
facility along with the business. Market price is $1,500,000.00. Lease rate would be
$9,000/month, triple net plus escalators.

INVENTORY

The purchase price includes $150,000 - $250,000 in inventory. Additionally, the current owner
will deliver at close an agreed upon amount of inventory commensurate with the time of year at

close.

OWNER TRANSITION

The owners are interested in retiring. The owner will provide (4) weeks of 40 hour per week
training free of cost.

ASSET SALE

The transaction will be structured as an asset sale. At close, the seller shall retain all cash and
accounts receivable and pay off all trade payable and liabilities on the assets being conveyed in
the sale.

SBA FINANCING

SBA financing for the business is available requiring only 15-20% equity injection. A prescreen
of the terms for SBA financing is available upon request.

FINANCIAL SUMMARY

Detailed financial documents and records are available for review by appointment. Please
contact Keenan Moran at 704-676-0966 or email at kmoran@vikingmergers.com.

ADDITIONAL INFORMATION

This is a confidential business offering. Neither the employees, customers or suppliers are
aware of a potential sale. Prospective purchasers are cautioned to abide by the strict guidelines
of the Non-Disclosure and Confidentiality Agreement they signed.
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CONFIDENTIAL BUSINESS PROFILE
#1484 Education Technology Company

Historical Income Statement

Year: 2019 2018 2017 2016
Period: 8 Months 12 Months 12 Months 12 Months
Source:| Profit & Loss Tax Return Tax Return Tax Retum
Income Statement
Total Sales 3.334.797 100.0% 4,557,605 100.0% 3.962.096 100.0% 3942.694 100.0%
Cost of Sales 1.690.479 50.7% 2198967 48.2% 2,159.798 54.5% 2,032,622 51.6%
Gross Profit 1.644318 49.3% 2358638 51.8% 1,802,298 45.5% 1910072 48.4%
Less: Operating Expenses 1.190.672 35.7% 1.744904 38.3% 1647730 41.6% 1547323 39.2%
Pre-Tax Profit 453,646 13.6% 613,734 13.5% 154,568 3.9% 362,749 9.2%
Interest Expense 0.0% 8592 0.2% 7603 0.2% 2843 0.1%
Depreciation Expense 0.0% 45332 1.0% 19291 o0.5% 6359 0.2%
A mortization Expense = 0.0% = 0.0% = 0.0% = 0.0%
EBITDA 453,646 667,658 181462 371951
Add Backs
Officer's Salary 166,666 3.0% 250,000 5.5% 250884 6.3% 244384 6.2%
Matching FICA Taxes* 12417 o0.4% 13,836 03% 13,783 0.3% 13,090 o0.3%

Non Recurring (gain) loss

Rent Expense 69,000 2.1% 102,500 2.2% 95,500 2.4% 103,843 2.6%
IRA contributions - 0.0% - 0.0% 0.0% 61,096 1.5%
Sum of addbacks 140,525 4.2% 201,153 228,770 200424
Charitable contributions 12,200 0.4%

New Expenses:

Rent/Mortgage to new owner (72,000) -2.2% (108,000) -2.4% (108,000) -2.7% (108.,000) -2.7%
Total Of Add Backs 328,808 9.9% 459,489 10.1% 480,937 121% 514,837 13.1%
Plus: EBITDA 453,646 13.6% 667,658 14.6% 181462 4.6% 371951 9.4%
Adjusted EBITDA plus Owner
Benefit $ 782,454 23.5% § 1,127,147 247% § 662,399 167% § 886,788 225%

9/18/2019
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Exhibit 4: Oddman's Investment Memo

October 19, 2019

PSS INVESTEMENT MEMO
https://www.carolinaposterprinters.com/

OVERVIEW

Presentation System South, Inc (PSS) creates and sells presentation poster and banner printing
systems to K-12 schools in the Southeastern United States. The company is operated by its
founders, Randy and Arlene Hobart, who founded the firm in 1994, some 25 years ago. When it
was founded, PSS focused on selling printers to engineering firms. In 1999, PSS entered the
educational space where it has focused for the last 20 years.

PSS is located in a 10,000 sq ft building in Mooresville, NC (north of Charlotte). The building is
split between 2,500 sq ft for the warehouse and 7,500 ft for office space. PSS employs 15
people, including Randy who works 20 hours per week in the business.

Why is this a good business?

Solid “Razor and Razor Blade” Business Model

Great, long standing reputation / brand in the industry

Substantial Recurring Revenue ($2M in paper and ink) derived from over 2,000 installed
machines

Dependability of Federal Title | Funds; PSS schools primarily use Federal Title | funds to
purchase machines and supplies

Low Accounts Receivable (schools must pay within 30 days per school policy); no A/R
greater than 60 days

High Gross Margins (40%+)

Limited penetration in large total addressable market

Simple Sales Cycle with an easily understood product

Good relationship with Canon (largest supplier) — PSS spends over $1.3M per year with
Canon and is the largest reseller in the education space.
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l. BUSINESS CHARACTERISTICS

Why do teachers use posters in their classroom? For the same reason that presenters use
PowerPoint, 65% of us are visual learners.

PSS relies on a high-margin version of the “razor and razor blade model”. Every year PSS seeks
to sell more printers than it did the year before in order to expand the installed base of active
printers. This installed based (over 2,000 printers) ordered $1.9M of supplies in 2018, or
$1,043 per customer. Each installed machine has a lifetime value greater than $2,000 (more
analysis will be conducted during diligence to validate Customer Lifetime Value). The Paper and
Ink sales are in addition to the $5,000 each school pays for a poster printing system (more than
$1.5M in 2018, 40% gross margin).

PSS has two inside sales associates and three outside sales addressing five states (VA, NC, SC,
GA and FL). PSS has one new Sales Associate in FL and a contractor in PR (about 9% of machine
sales).

The balance of the employees (9) conduct operations at the headquarters. They order the
components from suppliers, load the proprietary software on each machine with the 1,800
templates, then ship and install each machine (remotely and on-site).

For more visit here.

PSS Org Chart

Randy Hobart
President

Admin Assistant
Megan

Ops Manager
i
n :

[

Sources of Revenue

e Hardware Sales (40% of Revenue). PSS assembles and ships a system that includes a
Desktop computer, a scanner, a 36” high resolution (Canon iPF780) poster printer and a
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cold laminator to schools. PSS includes their library of 1,800 poster templates on each
machine.

e Machine Servicing (8% of Revenue). PSS services the machines, usually remotely via an
online connection to all installed machines. Service is provided by (2) Canon certified

tech and 85% of servicing occurs remotely.

e Paperand Ink (52% of Revenue). PSS sells the paper and ink supplies to the schools.
Last year, 1,850 of its 2,200 (84%) customers ordered supplies from PSS.
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l. SELLERS

Randy and Arlene Holbert founded PSS in their garage. Randy makes the primary business
decisions. Randy is a former Combat Medic that served with Marine Infantry Battalions during
the Vietnam War. Randy has a background in outside sales (medical services / devices). In the
early 1990’s, he was laid off when that industry contracted. Then, Randy transitioned to selling
large width printers. He relied on his ability to manage a sales pipeline to become a top printer
distributer.

Randy has agreed to (160) hours of transition training included in the offer price. He also has
agreed consulting agreement that keeps him involved in the business over the next nine

months at a rate of $80 / hour.

We will close the transaction and begin transitioning the business on January 3, 2020.
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OUR INTENT

In short, my intent is

to acquire the business assets and customer base of PSS

to spend a period of time observing current business operations and workforce
potential

prioritize growth initiatives by those that will provide the highest return while building
the business for the long term

executing growth plans in a cash flow preserving manner while iterating based on
lessons learned

abide by the guiding light of selling more printers across the US, more rapidly while
providing compelling content to promote constant printing

King Hall LLC is a North Carolina entity created to acquire an enduringly profitable small
business. King Hall is under LOI to buy the business assets from PSS and the building owned by a
separate entity full controlled by Randy Hobart.

| have offered a total of $4.95M to purchase two assets. That includes $3.6M to purchase the
business assets (3.7 times the 2018 EBITDA) as well as $1.35M to purchase the company
building (2019 appraised value). The seller has agreed to adjust this figure to the bank approved
appraisal during due diligence.

MARKET CHARACTERISTICS

Highly Fragmented This component of K-12 technology is purchased from one of with
regional players. PSS is the #1 distributor of Canon printers in the US education space.
Autonomy. School Principals / Headmasters are the main economic buyers in this sales
cycle. They can spend their discretionary budget autonomously for purchases below a
certain threshold, usually $5,000.

Large Market. There are currently 130,000 K-12 schools (public and private) in the
United States.

Value Add Most of the successful companies in the space provide templates so that
educators aren’t creating posters from scratch. US educators are busy and have shown
that
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KEY RISKS & M ITIGATION

Risk Factor

Mitigating Factor

Canon raises prices / shrinks distributor
rebates.

Secure relationship with 2nd Printer Supplier;
Stay close to Canon rep; need an accurate assessment of posture.
P55 is #1 Canon US distributor in education vertical.

Teachers begin to buy paper / ink from
other sources

Teachers are limited to School approved vendor w/ Title | funds;

Structure printer contracts to include 1st order of supplies.

Schools buy next printer from one of our
regional competitors

Continue add valuable Poster Templates on weekly basis (draw and
maintain eyes on our brand)|

Key Personnel leave during transition

Seller to secure agreements w/ KEY personnel BEFORE closing;
Opportunity to hire young talent; owner committed to providing

transition support 160 hours in first 4 weeks.

Cash Management during Year 1

Have (2) months of Operating Expenses on hand at closing.

Schoals shift from paper posters to
screens

Develop and monitor leading indicator metrics (customer feedback).

Build digital content ahead of this trend.
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l. COMPETITORS

My initial intelligence and research have revealed a number of regional competitors, but no
National player in this space. There are large national players in the 8x11 printer distribution
space. The regional have a similar business model and value proposition to PSS. Canon is
transparent about the number of printers sold by PSS and its competitors. PSS is number one
among Canon redistributors with over 300 printers sold per year. The closes competitor sells
few than 200 printers per year.

Several competitors offer educational templates as a value add product. PSS leads the field
with 1,800 educational poster templates. A major source of product differentiation among the
top players it the perceived value of the education poster templates. Under my leadership, PSS
will invest heavily in updating and growing this asset.

e Tierney Brothers (Minneapolis): sells interactive presentation systems (flat screens) but
also sells poster printers to schools.
o https://www tierneybrothers com/PrintingSignage aspx

e AGC Education (Pittsburgh): direct competitor in K-12 space selling Canon printers and
poster templates.
o https://www agceducation com/
o https://www.tonasgraphics.com/educator-plus-color-poster-printer/

e Variquest (Minnesota): direct competitor selling a desktop poster printer.
o https://www.variguest.com/product/poster-maker/

e Poster Printer Supply (Florida)
o http://www posterprintersupply com/
o https://www.brightwhitepaper.com/

e Poster Studio Express (NJ)
o https://posterstudioexpress com/

22 AHRON ODDMAN AND OLD NORTH BANK



Yale scHOOL OF MANAGEMENT

l. OPPORTUNITIES FOR GROWTH

First and foremost, | will spend the first 90 days making minimal to no material changes, except
those necessary to preserve cashflow. | will create a daily journal over the first 90 days and
share this journal with you (my investors).

Randy, current owner, has agreed to work 160 hours over first two months to affect a
transition. He has also agreed to a consulting arrangement over the next seven months,
including traveling with me to the key trade conferences which are massive Lead generators for
hardware sales.

FIRST 90 DAYS

e CASHFLOW: Take control of financial accounts and controls

e WORKFORCE: Observe the strengths and weaknesses of current workforce

e WORKFLOW: Learn the processes, or lack thereof, leveraged in the normal
conduct of business

e CUSTOMERS: Visit key customers including Top 10 customers by revenue

e SUPPLIERS: Meet key suppliers including Canon

Grow and Diversify

Over the last four years, I've been a part of a Sales management team that scaled nCino’s Sales
organization from 15 people generating $10M in annual revenue to 65 Sales professionals
producing over $40M in net new annual revenue. I've recruited, interviewed, hired, onboarded,
trained and terminated Sales Professionals with a high rate of success. | worked alongside
inside and outside sales reps through all stages of the Sales cycle.

| intend to formalize and scale
PSS’s sales process. PSS is
currently calling on schools in 5
states and attending 25 key
® trade shows in those 5 states.
The trade shows result in a
healthy level of leads and wins.
However, the company’s sales
footprint has been limited to VA,
o NC, SC, GA and recently FL.
> Based on my experience scaling

Q a national sales teams, | will

S expand PSS’s reach to markets

with the highest concentration of
targets. | will recruit and train
outside Sales reps that live in market and will appeal to PSS buyers.
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Improve Value-add Content in order to expand Total Addressable Market

Currently, PSS installs is proprietary 1,800 educational poster templates on each machine.
These templates cover a broad range of subjects and topics. The poster templates are value
add to educators because they offer a great starting point for creating visual teaching aides.
There is one employee that works on posters on a part-time basis. This employee doesn’t have
a vast artistic or educational background.

| will exploit the opportunity to update and improve the education poster templates installed
on the machines. If this content is improved there is an opportunity to charge a subscription
fee for access to an every growing databased of poster templates. PSS can charge a fee to its
current customers, net new customers and schools using other printing systems.

| plan to work with freelance artists / graphic designers (such as those on Behance.com) and an
educational consultant to create updated templates to test with customers.
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I CREATING VALUE FOR SHAREHOLDERS

This is a growth story. Investor capital is protected by the fundamentals of a company with a
great business model and reputation. This investment works if the company grows 3-5% per
year. The company is currently growing at 9% per year. Fortunately, the market landscape
supports outsized growth in this business by simply expanding the company’s sales footprint to
previously untapped states. Several states in the US are not only untapped by PSS, but also by
our competitors.

The majority of the value creation will come from growing high gross margin printer sales and
will not come from aggressive cost cutting. We will seek to operate efficiently where possible,
but the majority of cost savings will get re-invested back into growth initiatives in Years 1-4.

Before discussing the financial model for growth, | will outline the costs side of the equation.

We will seek to operate the business efficiently. Outside of the Cost of Goods from suppliers,
human capital is the largest expense. Where able, we will seek to operate more efficiently
focusing on people, process and technology (PPT).

The business has 4 major categories of Operating Expenses:
e Labor and Employee Expense (56% of total OpEx)

Marketing (7%)

Building Lease and Maintenance Expense (8%)

e Equipment Servicing Expense (Travel Expense) (12%)

As outlined in the sections above, the primary lever for PSS growth will come from scaling the
sales organization. We will develop a sense of the idea where non-competition lives. What
markets are largely untapped? Not being called on or marketed to via the state educational
conferences. We’'ll run experiments in those states to test market. The results of those test will
be captured and managed in Salesforce.com. When fertile markets are discovered, we will
move aggressively to advance sales in that market via our current Sales staff, led by me, in that
market. In parallel, we will recruit and train new Sales people to exploit the market opportunity.
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Exhibit 5: Old North Bank Sample Teaser

Transaction Summary Business Overview
e Purchase Price + Multiple o  What they do & who they serve
e Initial Sources & Uses e Founding and ownership history
o Seller Debt Terms o Why they win
o Seller Motivation To Sell e Services/Product Mix
e High Level Transition (who will assume e Major Application/End Markets

management roles)

Financials

e Include a Snip of historical financials
e Include Revenue, Gross Profit, & EBITDA
e Include 1-3 years of projections

Financial Highlights/Notes Key Risks/Bets
o Note if EBITDA is Adjusted
e Note any changes in margins and growth e Note the key risks identified and mitigants of
rate each
e Note Working Capital Cycle/Need o What needs to be true in order to realize the
e Note revenue model growth thesis?

(recurring/reoccurring/project)
e Note customer base & any concentration
e Note any supplier concentration

Buyer Background

\Name/Fund e Key qualifications including work experience & Education
o Why is this target a fit?
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This case has been developed for pedagogical purposes. The case is not intended to furnish primary data, serve as an
endorsement of the organization in question, or illustrate either effective or ineffective management techniques or strategies.

Copyright 2021 © Yale University. All rights reserved. To order copies of this material or to receive permission to reprint part or
all of this document, please contact the Yale SOM Case Study Research Team: email case.access@yale.edu.

Endnotes

! David Cotton is a case writer and MBA candidate at the Yale School of Management (2021).

2 A. J. Wasserstein is the Eugene F. Williams, Jr. Lecturer in the Practice of Management at the Yale School of
Management.
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