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On Monday, July 2, 2018, Lucas Braun was still in a state of disbelief as he sent off the email:
Hi all,”

We are pleased to announce that the OnRamp deal was closed earlier this
morning. The acquirer is a company called LightEdge Solutions, and they are
backed by the Anschutz Company (the investment office of Phil Anschutz). We
believe this will be a great home for the next chapter of OnRamp’s growth and
also for its employees. The two companies are culturally well aligned, the
strategic rationale for the deal was compelling, and many of OnRamp’s key
leaders will take on larger roles in the combined entity. However, we will both be
transitioning out of the business, taking on part-time consulting roles for the next
couple of months to ensure a smooth transition.

This represents the end of a chapter for us. We have enjoyed our time at OnRamp
immensely and have grown in ways we could never have imagined. We want to
thank you all for your advice, support, and guidance along the way. We feel truly
grateful to have been on this journey with all of you.

Best,

Lucas and Ryan
Co-Managing Partners
Brown Robin Capital

Next, they had to let their employees know.

We had mixed emotions telling employees about the transaction after it
closed. We realized we were reintroducing some risk into their lives, and
the professional experience we had worked so hard to create would be
altered in some way. And the reality is that you can’t really KNOW the
people you are selling the business to. You have to rely on your instinct and
your interactions during the sales process. So that was hard for us.

During the sales process, we made a concerted effort to let as few people as possible
“into the tent.” It was hard for us to operate as leaders during that time because there
was such an asymmetrical relationship with employees about the business’s activities.

* This email was addressed to all OnRamp shareholders.
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We had always strived to be open, communicative leaders. But our foremost goal during
the exit was to get the transaction successfully completed. Sharing this information with
employees would have introduced additional risk to that outcome.

Although still in shock about it all, Braun and Robinson had not reached this exit point by accident or by
sheer luck. Rather, they had built relationships with intention, finding the right banker and lawyer, and
becoming a prominent client of both in order to achieve a great exit that satisfied both them and their
investors.

Pre-sale approach: Building relationships

As Braun reflected on the past two years, he felt confident that his and Robinson’s approach had served
them well. First, long before they had decided to sell the company, they had made a concerted effort to
build relationships with potential bankers, lawyers, and acquirers, and to a host of people who had
previously been in their shoes. Robinson explained:

We reached out to many people, including many of our investors who had sold businesses
before. Some of them had previously been investment bankers. We spoke to a bunch of
our friends who had sold their businesses. Through our network, | talked to other people
who were or had been investment bankers just to get their advice. We always joke that
the search fund process is a series of doing things for the first time, and selling a business
felt like a big first timer.

The partners had found it particularly helpful to develop relationships with bankers far in advance of any
potential sale so as to glean any insights that might be helpful in the sale process. Braun explained:

It’s really helpful to talk to bankers way ahead of time and say, “Here’s what we would
like to get out as an outcome, ultimately; here’s the type of buyer we would want. So,
what things should we focus on doing to be attractive to those buyers? What metrics
should we be tracking, so that there are no surprises?” Also, they’re smart people. If you
talk to investment bankers specialized in your industry, they can provide you with good,
high-level strategic advice and insight.

Once they started to prepare seriously for a sale, Braun and Robinson doubled up on their approach.
Robinson explained:

We would reach out to bankers and say, “Hey, we want to talk to you guys about
representing us to sell the business. We want to do calls with you next month in
preparation for the sale to give you a better understanding of our business, where we’re
at, where we think we’re going, and our general story. Here’s a quick deck for us.” | don’t
think many people do that prep work for bankers at all. It's also some of the best
advertising you can do for yourself; it’s a banker’s job to talk to everybody in the industry,
so they’re going to go out and tell everybody your business is for sale. People will ask
them what they think, and you’ve basically told them what to think about your business.
It’s free public relations.

Additionally, they had focused on building strong relationships with potential acquirers:
We knew that it would make the most sense to do a strategic exit as compared to a

financial exit. There were seven or eight likely buyers of our size and in our industry, so
we had a good understanding of the market. We could meet with them all. We felt we
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had a great story to tell, and we could tell without divulging anything anti-competitive.
We took the time to have two separate, full meetings with each potential buyer before
we even started our sales process.

Selecting the banker

When it came down to selecting a banker, Braun and Robinson chose a clear overall winner, Bank A,
identified from their evaluation and selection matrix. A few factors in particular contributed to their
decision. First, as Robinson explained, they prioritized finding a banker with whom they got along well:

You’re going to be best friends with your banker; they’ll be the person you spend the most
time with over the next six to nine months, so make sure it’s somebody you want to spend
time with. Be nice and appreciative to make sure they’re going to want to call you because
if they’re not calling you and you are not at the top of their mind, you might not get the
best value. You want that to be a really strong relationship.

Second, they did not rely only on their own impressions. Rather, as Robinson described it, they sought as
many outside opinions as possible:

We did a ton of reference checks on the bankers we ended up using. As when you’re
hiring, you can do an interview, but that doesn’t give you nearly as much information as
conversations with third parties who have worked with them before. We did a ton of
reference checks on the bankers; every reference they gave us, we called, and we had a
discussion. It was very enriching and gave us a much fuller view of what we were getting
ourselves into.

Negotiating fees

Once they had selected their banker, Braun and Robinson negotiated carefully over fees. They wanted to
preserve a good working relationship with the banker and hoped to motivate the banker by making the
sale worth their time and effort.

We were willing to give away more value if they exceeded our expectations in exchange
for their agreement to settle for less value if they didn’t meet those expectations. That
ended up working out really well. They originally asked for 1.5% of the enterprise value
for sales up to the starting multiple. Within the target range, they wanted 3%, and above
the target range, they wanted 5% on incremental dollars. We actually said, “We’ll give
you 7.5% above the target range, but we want to give you only 1% of any sale below the
target.” For every dollar they could create above their estimated range, we were fine to
give them 7.5% because that’s total value creation.

We didn’t negotiate any of the other stuff like expenses or retainers. We wanted their full

focus and attention, so we wanted them to feel that they were going to make a bunch of
money on our deal.

Selecting a lawyer

Another key decision was to select a good lawyer for the transaction. As Braun described it:
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A good lawyer pays for themselves. Price is but one component of a successful sale. You
also need risk minimization or risk-sharing, and the lawyer can be helpful with that.

Braun and Robinson had worked with a lawyer throughout their many transactions at OnRamp, but they
decided to retain a different lawyer for the sale. Robinson explained:

We did not use the same lawyer. We felt like the stakes were too high for a once-in-a-
lifetime deal. We had grown to the point that we needed to find alternative
representation from our past’s typical bread-and-butter legal work. We went to board
members and other investors in the community and asked whom they thought were good
transactional lawyers. We interviewed four or five people, all of whom are smart; they
gave us references, and they had a history of successful transactions.

But the lawyer we went with said, “What I’'m really good at is helping you understand
what should matter and what shouldn’t matter as you get close to closing this deal. There
will be many things that you think are relatively important. I'm just telling you, don’t
worry about them.”

He was the lawyer that | never want to encounter on the other side of the table. We
wanted to get him on our side. He really knows what’s important, and he’s good at
negotiating and working the angles, so we wanted to have that on our side.

Being the best client ever

Braun and Robinson’s involvement with the sale did not end with their hiring an excellent banker and a
first-rate lawyer. As Braun explained, they remained very involved throughout the process, treating it like
a second job:

We went in wanting to be very active in the process. Rather than just show up to a
management meeting, we wanted to have a prep call to discuss the people with whom
we would be meeting. What deals had they done in the past? What’s their company doing
these days? What's their strategy? How can we tailor our message to fit what we think
they want to hear from the banker? That’s a big value add the banker should know about.
It's the idiosyncrasies and specific circumstances of each potential buyer that matter,
especially if you’re running a more tailored process.

They also decided that instead of letting the banker tell their story, they would “own” their confidential
information memorandum. According to Robinson:

It's easy to throw a bunch of numbers and important stats or metrics on a page, but that
doesn’t really tell a story. | think numbers can be an important part of validating a story.
You see some books that just show you a bunch of financials and tell you what the
company does but include nothing to show why this is a really attractive asset. Some of
our investors pushed us to improve when we asked them to review our book. One
indicated, “There are a bunch of good numbers in here, but | don’t feel like there’s a good
story.” So, we kept going through it and saying, “Okay. What does this page tell people?
If we show this to five different people and ask them the three most important things,
will all five people tell us the same thing?”
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If not, we needed to scrap the page and rework it. We would go through it over and over,
reading the headline of each page and saying, “If we just read the headline, what story
does it tell us? Is that the story we want to tell? What are we missing?” Then we went
through each page and asked, “The headline says this: does the page tell the same story?”
We wanted to make sure that everything was part of the greater story of maximized
value, which would explain why they should buy this business. Each page had to reiterate
and justify each of those points.

In addition to managing their own storytelling, Braun and Robinson tried to be the “best client ever” for
both their banker and lawyer. Braun explained:

The number one thing you can do is get the banker and lawyer the data they need in a
timely fashion. To sell your business, especially if you've grown to a scale where there’s
real money on the table, the buyers have a right to know about your business at a level
of detail you probably haven’t had to provide to anyone for a while. So, it’s not an easy
task.

They adopted the same approach that they brought to all their work. Robinson explained:

We always try to keep it fun. Every time they called us or came to Austin to meet with us,
we wanted to take them for a nice dinner or go out for drinks. When they called, we would
tell them a joke or share something personal just to keep that relationship up. It shouldn’t
be just business all the time. It’s Pavlovian: if they have positive associations with calling
us because they know we’ll make a few jokes and they’ll have a laugh, they’ll be more
likely to call us—and they might be more likely to go that extra step for us, which will
hopefully add value in the process.

Closing the deal

While selling their business may seem like the height of excitement for any entrepreneur, Braun and
Robinson described the experience very differently. Braun explained:

The level of excitement goes down linearly throughout the process. It was very exciting in
the beginning. The work—product quotient is super high because you’re close to the end
of the search fund journey and are doing something you perceive to be productive for
yourself and your investors. You’ve put together a deck that shows how great everything
has been; then people ask you questions, and you answer them. That’s all great, but as
you continue to go through the process and things start to seem real, the excitement goes
down, and the stress level increases.

Robinson portrayed their emotions this way:

The overwhelming emotions for both of us were nervousness and fear. We’d been
running the business for eight and a half years, and it felt as though our success would
now boil down to how this sale process went. We had worked hard to set ourselves up
for success, but we didn’t know how it would turn out. We also knew that if the sale fell
apart, we were unlikely to be able to do this again for another couple of years due to
fatigue and the market conditions. It felt like our one shot because we didn’t want to
continue owning or running the business for another two years. So, all of that felt
daunting. My wife describes the last six months of this process as the most challenging
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time of our marriage. It’s like having a second job, and then you layer on all this additional
stress and anxiety, and you have pins and needles all the time. | was checking my phone
all the time to see if anything had come in because | was just so anxious about it.

They sold OnRamp for $106 million, a price they were happy with, to a strategic acquirer who had not
previously been on their radar. In the end, Braun said:

The actual closing of the deal was anticlimactic. All the docs were already signed.

Everyone had their wires, and you’ve just gotten on the phone with a couple of lawyers,
and they say, “I released the wires.” That’s it.
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Exhibit 1: Investment Bank Completed Matrix

Weight Criteria Sub Criteria Bank A BankB BankC BankD BankE
5 Track Record of Successful Deals - Recent successful transaction experiencewith comparable deals 5 3 1 2 3
- Know the nuts and bolts of getting stuff done
- Know the terms that matter and how to structure things

5 Depth of Relationship with and - Relationshipswith key people 5 4 2 2 4
Knowledge of Potential Buyers - Knowing what they like and what sales pitch is most effective
- Knowing what's currently driving them / what’s going on in their org
- What matters most to them in a deal
- What terms matter most

5 Involvement of Key Resources - What does theteam look like 4 3 4 5 4
- How arethetop people going to engage with us
- Will the people we want to work with be in all the key conversations

4 Importance of Onramp to Them - Can they currently make thisa priority 4 2 3 5 5
- Do they haveany conflicting engagements we should know about
- Arethere any other deals that might affect their ability to make us a top priority

4 Valuation: Number and Accuracy - Do they havea view on expected valuation that aligns with ours 4 4 2 2 4
- Have thelast several deals they've done met the expectations they set out
3 Storytelling and Dealmaking -How well can they tell the Onramp story 5 4 3 1 4

- Do they get the right way to pitch thecompany
- Can they work the art of the deal

3 Likability - Do we like them 5 4 2 3 2
- Do we trust them
- Do we want to work closely with them
Total Score 132 98 70 85 109

Source: OnRamp materials
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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

1 Elizabeth Davidson is a case writer and graduated from Yale SOM with an MBA in 2020.

2 David Dodson is a faculty member of the Stanford Graduate School of Business, where he teaches courses on
entrepreneurship.

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