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The Judd Lorson Story

Examining the realities of a search fund journey

Judd Lorson’
A. J. Wasserstein?

In the fall of 2021, Judd Lorson (Yale School of Management 2017) resigned from his role as
the CEO of Alliance CAS, LLC, a specialized debt collection agency serving community
associations (homeowner associations and condominiums) in the southeastern U.S., after nearly
three years in the seat. He had achieved his dream of becoming the owner and operator of a small
business via entrepreneurship through acquisition (ETA) with an 18-month search directly after
graduating from business school. However, the road had not been easy and had involved many
life changes along the way.

When Lorson first decided to pursue the ETA path, he was in his early thirties, married for almost
ten years, and considering starting a family with his wife, Lindsay. They had moved extensively
during Lorson's career in the military and were looking forward to settling down and becoming
part of a community.

Now, five years later, Lorson and his wife had two young children and continued to live a
transient and insular life. They had relocated from New Haven to Boston for the search phase of
Lorson's ETA odyssey before he acquired Alliance. From Boston, where their son was born, the
family moved to Fort Lauderdale, where Alliance was located and where Lorson took over as
CEO. Then, COVID-19 hit before Lorson and his family could fully integrate into the South
Florida community. With a second child on the way and feeling the effects of the isolation caused
by the pandemic, the Lorsons returned to Pennsylvania, where they had support from their
extended families. From there, Lorson ran the business remotely and traveled to Florida
periodically.

Along with these upheavals in his personal life, with Alliance, Lorson encountered the most
humbling experience of his professional career. He was no stranger to challenging circumstances,
having gone months at a time without seeing the sun and living in a steel tube under the ocean
during his time as a submarine officer in the Navy. He had also run a 100-mile ultramarathon in
rural Vermont in less than 24 hours. But leading Alliance turned out to be much harder and more
stressful than either of those experiences. The outcomes were often uncertain and out of his direct
control as CEO. For example, soon after he acquired Alliance, he identified substantial changes
that needed to be made to its business model to remain in compliance with state and federal debt
collection statutes and regulations. This ultimately led to a protracted indemnity battle with the
prior owners of the business and limited the support Lorson could receive from them to get up
to speed in this new-to-him industry. The changes to the business model dramatically impacted
topline revenue and cash generation and required additional unplanned growth in headcount.
This initially led to diminished profitability, and managing these changes while pursuing the
indemnity claim placed a significant burden on Lorson's time and emotional capacity. Most days,
his wife and growing family got the short end of the stick.


https://www.alliancecas.com/
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Now that this phase of their lives was over, Lorson wondered if a career in small and medium enterprises
(SMEs) had been the right choice, and, if so, what he would do next.

Lorson's background

Lorson grew up on a farm outside the small city of Williamsport, located on the northern edge of the
Appalachian mountain range in north-central Pennsylvania. With a population of 30,000, the city is best
known as the birthplace of Little League baseball and hosts the annual Little League World Series each
summer. Lorson's father worked as a self-employed logger, and his mother was a stay-at-home mom who
raised six kids, of which Lorson was the eldest. Neither of Lorson's parents attended college, but they
encouraged him to pursue an education rather than remain in Williamsport, where he would be destined
for a blue-collar job. After navigating the college application process without much direction or guidance
and applying to a few schools, he decided to study engineering at Drexel University in Philadelphia.

I was pretty good at math and science, so I thought mechanical engineering would be a
good choice. What I didn't know was how expensive a private college can be, even after
scholarships, and that most engineers spend their time cooped up in an office staring at a
computer screen.

After completing a few six-month internships in the engineering field as part of Drexel's co-op program
and staring down six figures of student loan debt, Lorson realized that something had to change. He took
a gap year from college in 2006 to figure things out.

During his gap year, Lorson moved back in with his parents and started a business cutting, splitting, and
delivering small loads of firewood. He quickly determined a few things: working a blue-collar job for the
rest of his life was not very appealing; being an engineer in the traditional sense was not something he
wanted to do either; and, over the long term, he wanted the autonomy and work-to-reward potential that
owning and operating a business offered. However, he first needed to figure out how to justify the
additional expense of returning to school to complete his engineering degree. Before his gap year, he had
seen a flyer at school advertising a $10,000 bonus to join the military. Other than his maternal and paternal
grandfathers serving as junior enlisted personnel during WWII and the Korean War, respectively, Lorson
had little familiarity with what volunteering for the armed forces would mean. After a bit of research, he
determined that the Navy's nuclear power program would be a good fit. On top of the signing bonus, he
could get paid to return to school and finish his degree. Then, after graduating, he would have a guaranteed
job serving onboard the nation's nuclear-powered submarines. This would allow him to use his engineering
degree in a non-traditional way, quickly pay off his student loans, and receive unparalleled leadership
experience while seeing the world and serving his country. It was a win all the way around.

After serving more than eight years in the military, Lorson decided to attend business school at the Yale
School of Management. Using the GI Bill to pay for his MBA allowed him to approach the experience with
an open-ended thought process. He knew that he eventually wanted to own and operate his own business.
However, like most aspiring entrepreneurs, he thought that meant starting something from scratch. Things
started to coalesce during the summer between his first and second years, and after an internship in real
estate development, it became clear that a traditional role working for someone else was not going to satisfy
his entrepreneurial aspirations. He began working on a startup idea with a classmate, but things quickly fell
apart. Soon, Lorson found he could not shake the idea of purchasing a small business directly after business
school. He had learned about search funds early in his MBA program, but it was not until several months
later that he began to take the idea seriously. When Lorson described his ambiguous desire to own and
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operate a business to Yale College alum Maurice Pinto, the seed was planted with Pinto's simple and direct
teedback: "You should do a search fund."

Exploring various ETA models and approaches

In 2016, when Lorson started to dig into the concept of search funds, also known as entrepreneurship
through acquisition (ETA), he read the Stanford Graduate School of Business Search Fund Primer. This
memo outlines the basics of pursuing a search fund and includes select observations on the investment
returns for the asset class. The punch line was that numerous aspiring entrepreneurs with backgrounds like
Lorson's had successfully pursued this career path, netting investors an aggregate internal rate of return
(IRR) in excess of 30%."

To fill in his knowledge gaps on the topic, Lorson also read the HBR Guide to Buying a Small Business:
Think Big, Buy Small, Own Your Own Company, and started reaching out to as many people as possible
in the ETA ecosystem. What he found is that there are many ways to pursue a search.

The traditional path, outlined in the Stanford study, typically involves raising a few hundred thousand
dollars from a dozen or so investors to pay for the searcher's salary and deal costs during the two-year search
phase. The investors get a 50% step up on their initial investment at acquisition, with the option, but not
the obligation, to deploy additional capital when the entrepreneur identifies an acquisition target.

Alternatively, search accelerators’, organized as miniature private equity shops, support searchers with
some version of a capital base and the promise of infrastructure and resources to support the searcher in
acquiring a small firm. In addition, accelerators pay aspiring CEOs a slightly below market post-MBA
salary, aiming to increase accessibility and lower the opportunity costs associated with choosing ETA as a
career path. Furthermore, traditional and accelerator search entrepreneurs typically earn roughly 25%
carried interest in the deal, equal portions of which vest at acquisition, over time, and based on IRR
performance.

In addition to these two paths to conducting a funded search, the HBR Guide laid out a compelling case for
acquiring slightly smaller firms (with less than two million in EBITDA®) for lower multiples
(approximately 3-4x EBITDA) by utilizing a loan program backed by the U.S. government, which is
offered through the Small Business Administration (SBA) with a favorable ten-year amortization and up to
90% loan-to-value. In this self-funded model, the searcher does not earn a salary and bears the burden of
broken deal fees when searching for a business. When they find a suitable acquisition target, they rely on
personal resources, friends, and family, or a small handful of high-net-worth individuals to fund the 10%
equity investment required for their deal. In this scenario, searchers almost always sign a personal guarantee
and retain a genuine controlling stake of greater than 50% ownership of their business from the outset.
Lorson stated:

" The 30% IRR represents aggregate returns for all search funds identified and tracked by the Stanford Graduate
School of Business over all periods of time.

" Search accelerators are privately funded programs with a competitive application process. They provide a cohort-
based environment for entrepreneurs to search for and acquire an existing small business, typically over a two-year
period.

* Earnings before interest, taxes, depreciation, and amortization
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Although I had the personal resources and support from my spouse to risk self-funding my
search, I ultimately decided that I wasn't comfortable signing a personal guarantee on an
SBA loan, given my experience gap in evaluating companies and getting a deal done. I felt
confident that I'd be a good CEO once I'd acquired a business and that the best way for me
to go about searching for one was with an accelerator like Search Fund Accelerator (SFA),
which offered committed capital and a cohort-based learning environment.

While Lorson was deciding how to pursue ETA, the search fund ecosystem was transitioning out of its
nascent stages, where only a handful of searchers, mostly from the Stanford Graduate School of Business
and Harvard Business School, pursued a search fund each year; during this time, more business schools
started teaching the concept, and additional funding models were emerging. As Lorson continued to
network and learn more about the space, he met A. J. Wasserstein, a well-regarded SME operator and
investor living in Connecticut. Lorson made his own small contribution to the community by helping
facilitate Wasserstein's addition to the Yale faculty, where Lorson served as one of the teaching assistants
for the first ETA class taught at Yale SOM.

Managing relationships with investors

Because SFA is organized as a small private equity firm with a pool of committed capital from many limited
partners, Lorson did not interact with the individuals who would ultimately write the checks to fund the
equity required for his transaction, as is the case in the traditional search fund model. However, the general
partners of the firm were involved in the search and deal-making processes, and in post-acquisition
oversight.

Lorson entered his search with a naivete regarding the world of institutional investors and private equity.
He expected that finding and pitching a deal would be a seamless and collaborative process. Ultimately, his
interest in buying the best possible business within his search timeline was fully aligned with his investors'
desire to acquire a company and earn a high rate of return on the capital deployed. However, Lorson learned
that there was also inevitably some tension when trying to reach a consensus with investors. He was
learning a whole new skill set of sourcing and evaluating acquisition targets. At the same time, Lorson was
trying to balance pursuing businesses that would be interesting to him professionally and personally and
attractive for his investors.

Some of these issues bubbled to the surface when Lorson was pursuing a small information technology
company in Connecticut that would have enabled his wife to remain employed at her current job and would
not require a cross-country move during a time when they were trying to start a family. This company was
a perfectly viable acquisition target, but it was early in his search, and it was tough for Lorson to tell if it
was the best opportunity he would get to pursue. He knew that it was an ideal location for some of his
personal aspirations, but, as his sole capital provider, SFA kept pushing him to demonstrate that the
company was truly an investment-grade prospect. Lorson thought that there was a compelling argument
to be made that part of what drives investment performance post-acquisition is the compatibility of the
opportunity with the entrepreneur who is pursuing it. In the end, however, the deal fell apart, and the
discussions on this point concluded, but it exposed some of the inevitable divergent interests between
searchers and investors.

As I reflect on what I could have done to better manage the relationship with my investors,
I know that I should have more clearly communicated how my aspirations for search were
evolving. But I also realize that this evolution was not always aligned with the imperatives
the investors had with their limited partners. Sometimes I didn't engage with reservations
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about specific opportunities and just bullheadedly pushed things forward to get something
closed and become a CEO, which can be risky. Ultimately, I was able to successfully
navigate my way through this uncertainty, but it was not exactly what I had expected going
into the search.

The search phase

Lorson kicked off his search at SFA in the summer of 2017 after graduating from Yale SOM. Coming from
long-established and highly structured institutions like the military and Yale, he found the relatively new
and rapidly burgeoning world of ETA to be a considerable and somewhat disorienting adjustment. SFA
was still early on in its life cycle as an organization, so resources and infrastructure were still being refined.
Lorson had expected the search phase to include a lot of interaction with the firm's partners, a cohesive
technology stack, and mentorship from prior searchers and operating CEOs. Early on, however, Lorson
discovered that the primary value of the accelerator model for him was the collaboration and camaraderie
that developed amongst his search cohort®.

Even though we didn't know each other prior to searching and were each looking for our
own company to buy, we quickly gelled as a team and leveraged our broad collective
experiences. We had a lawyer, an investment banker, engineers, and military veterans; this
diverse set of professional experiences enabled the cohort to collectively learn the search
process and evaluate a large set of industries a lot more quickly than any of us would have
been able to by ourselves.

Lorson had also anticipated that the lower middle market was an orderly place where the rules dictated that
you targeted a handful of industries, reached out to owners, got financials, made offers, and eventually
bought a business. While that general process turned out to be true, he found that things on the ground
were messy and chaotic.

Without much directly relevant experience in any specific industry, Lorson quickly realized he needed to
create a high-volume proprietary search process and ended up evaluating 100+ different industry niches.
He compiled lists of hundreds of companies in each niche, ultimately contacting more than ten thousand
different business owners over the course of his 18-month search. Lorson would sometimes line up back-
to-back phone calls with owners and business brokers for up to 10 hours per day. There was nothing
glamorous about the search phase, and the ups and downs of making initial offers on a couple dozen
businesses with limited information took its toll. When Lorson was getting close on something, he and his
wife would start researching the community and looking at houses on Zillow, projecting what life would
be like, only to be disappointed when the deal fell apart. In a few such cases early in his search, Lorson
submitted proprietary bids for off-market companies that he fully expected to be accepted and close on, but
each deal ultimately fell apart when the respective owners got cold feet. These opportunities were
particularly disappointing given Lorson's strong relationship with the sellers and the fact that the locations
were either congruent with his wife's intended career trajectory or in a geography where they really wanted
to live.

After more than a year of searching and trudging through the muck of the lower-middle-market buyout
space with business owners and brokers, fighting over messy financials, trying to understand who was

§ A search accelerator cohort typically consists of 4-7 individuals, usually recent MBA graduates in their late 20s or
early 30s from different top-tier business schools. They go through the search process together, but each is
individually looking for their own company to buy and operate.
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related to whom on the organization chart and what compliance or technology upgrades would be required
to scale, Lorson finally had an offer accepted. It was for a small, 20-person, specialty collection agency
(Alliance CAS) located in South Florida that focused on collecting past due assessments for home-owners
associations (HOAs and condominiums) across the southeast. It was at this same time that Lorson and his
wife welcomed their first child into the world.

The next few months were a whirlwind of learning how to care for a newborn while living in a 300-square-
foot studio apartment in the Back Bay of Boston, where Lorson had relocated to conduct his search with
SFA. In addition, Lorson was attempting to balance flying back and forth to Florida to conduct business
diligence on the proposed target with running accounting, legal, technology, and lender workstreams. On
November 2, 2018, the transaction closed, with Lorson and his young family on the ground in Fort
Lauderdale, living in an Airbnb. That was when the fun really started.

Lorson distinctly recalls a conversation with one of his investors as the search was concluding that signaled
to him things were about to change dramatically as he transitioned from the more academic setting of search
to the grind of operating a business:

I remember being on the ground in Florida, speaking on the phone with one of the partners
at SFA regarding the wire transfers and closing timeline. As we ended the call, he said,
"Good luck." This might not sound like much, but coming from a man of few words, who
always seemed to be challenging me to find reasons not to buy a particular business, these
brief words of encouragement indicated a seismic shift in the relationship as I transitioned
from searcher to CEO.

The operating phase

When Lorson stepped into his new role as the CEO of Alliance, he was filled with optimism and excitement.
Both Lorson and SFA felt they had acquired a good business at an attractive multiple of 3.3x trailing twelve-
month estimated accrual-based EBITDA. He expected a smooth transition over a period of months, during
which he would get up to speed on the people and the industry with the help of the prior owners. It was a
capstone accomplishment standing on the foundation of all his previous experiences and the support of his
wife, friends, family, and investors. However, the honeymoon period that most inexperienced acquisition
entrepreneurs enjoy quickly came to end when he had some challenging legacy employee issues to work
through and was forced to take decisive action with limited information regarding a substantial change that
needed to be made to the business model. This change put Lorson at odds with the sellers and caused him
to end their consulting agreements early, landing him in a situation that even a much more seasoned
executive would have found challenging. Lorson quickly communicated to his board that they were all in
this together for better or for worse, and he was going to need a lot of support to try to make the business
a success.

Licensed as a debt collector, Alliance enters into contracts with the volunteer boards of directors that govern
community associations (HOAs and condominiums) to collect any unpaid assessments or dues that are
owed to the association. Collection matters are authorized by the board and transferred to Alliance for
collection by the association's property management company. Alliance then attempts to contact the
consumer to collect the debt. Alliance charges the association time- and activity-based fees for its collection
efforts. The billing is typically deferred, with the fees sitting on the Alliance balance sheet in accounts
receivable (A.R.) until they are collected from the homeowner at the conclusion of the collection matter per
the applicable state statutes.
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Over the next three years, Lorson fought daily battles to push Alliance forward. The business quickly found
itself cash constrained as Lorson invested in necessary personnel, operations infrastructure, and sales
processes to establish a scalable platform. While waiting on a lifeline in the form of a bridge note from his
investors, Lorson had to forgo his paycheck for two months. Even though they had savings to dip into, this
incident started to create some strain with his wife, who had not expected this much risk or stress.
Meanwhile, topline revenue flatlined before rising marginally, and the cash conversion cycle lengthened
due to the business model changes Lorson was forced to make at the outset. Thankfully, a bespoke line of
credit from his lender gave the business access to its substantial accounts receivable balance, relieving some
of the pressure on working capital. Despite all these challenges, Lorson successfully managed to avoid
raising additional dilutive equity capital.

Lorson's investments and changes resulted in the encouraging growth of a few key metrics. The number of
employees grew from 22 at acquisition to a team of more than 40, and collection fees in A.R. on the balance
sheetincreased from $3 million to $10 million. These fees were spread over 4,500 active collection matters,
up from 2,800 at acquisition. The footprint of the business also expanded from its home base in Florida to
fully cover three additional states in the southeast (Georgia, North Carolina, and South Carolina). This
expansion required onboarding several new attorney partners in different states to conclude collection
foreclosure cases and reinforcing relationships with more than one hundred property management
company partners to serve more than 1,000 distinct community associations.

As planned prior to the acquisition, Lorson also orchestrated an industry-first implementation of a scalable
technology stack based on a cloud-based collection platform that was fully integrated with email, telephony,
and external key performance indicator dashboards. In addition, he oversaw a complete restructuring of
both the sales and operations teams from informal and subscale to a professionalized functional leadership
model covering all aspects of the services Alliance delivered. Furthermore, Lorson worked with consultants
and lawyers to implement a formal compliance management system and overhauled the client contract and
pricing structure based on the business model changes and a desire to keep risk at an appropriate level in a
highly regulated industry. The result was a highly professional, well-structured business that was unique
in its industry.

Along with all these initiatives, Lorson worked tirelessly on nights and weekends to support his attorney's
efforts in negotiating a settlement to the ongoing indemnity claim with the former owners. Like any
successful negotiation, neither party felt like they won. However, the business recovered a significant
portion of the purchase price in cash from the purchase escrow and a substantial reduction in the
outstanding seller note. In addition, a seemingly never-ending stream of consumer and client lawsuits
aimed at the prior owners inevitably required significant time and resources to resolve and redirect. Lorson
and his team would often have to determinedly explain and provide extensive documentation to judges,
lawyers, clients, and consumers to the effect that, even though the company had the same name, the new
ownership was not responsible for activities that occurred before the acquisition. He recalls:

I can remember being at my desk with my head in my hands on multiple occasions,
wondering when the nightmare was going to end. The financial performance of the
business had dipped substantially before recovering to levels only nominally better than at
the time of acquisition. We had made considerable investments in compliance and
infrastructure to create a path forward but were getting pummeled left and right as we
cleaned the business up. To add insult to injury, the lawsuits and business model changes
that had nothing to do with me and my operation of the company caused our reputation in
the marketplace to take a hit and made selling the improved product more of an uphill
battle than it should have been. I knew it was going to be challenging to be a CEO, but this
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was not what I had imagined. Most of the time, it wasn't very fun or rewarding. At the
time, being deployed on a nuclear submarine or running one hundred miles seemed much
easier and far more appealing.

At this point, after 18 months as CEO, Lorson began to see some light at the end of the tunnel; the
indemnity claim was being finalized, all the changes and investments were starting to have an effect, and
the business was starting to stabilize. Revenue, EBITDA, and cash collections began to meaningfully
rebound. The business became accredited by the Better Business Bureau, the entire team earned certification
with the Association of Credit and Collections Professionals, and Alliance was named one of the Best Places
to Work in Collections by insideARM.com. Then the COVID-19 pandemic hit.

At the beginning of the pandemic, Lorson and his team sprang into action to implement the technology
tools and processes that allowed Alliance to continue operating as an essential business in Florida, with
most employees working from home. Lorson would go into the office in the mornings to take care of mail
and other housekeeping items before returning home in the early afternoon to help with his two-and-a-
half-year-old son, whose daycare had been shut down, while his wife finished her workday. This was the
most time he had spent with them in years.

However, the reality of the pandemic quickly set in. On the business side, while cash collections improved,
driven by the government stimulus making its way to debtors' pockets, new business dramatically slowed
as this same set of consumers was now working from home and paying their HOA dues on time. In addition,
all of Alliance's property management company partners had their doors shuttered and were working
remotely, cutting off the main avenue through which the company solicited new business.

On the personal side, Lorson and his wife found out that after trying for a while, they were due to have their
second child, a girl, at the end of 2020. This was very exciting for them except for the fact that, in their new
home in South Florida, they had neither developed strong roots in the community nor did they have any
family close by. With Lorson working alone in an empty office and the uncertainty around the conclusion
of the pandemic, they decided it would be best to temporarily move back to north-central Pennsylvania,
where Lorson and his wife had grown up, so they would have support from family when their daughter
was born. Lorson communicated this decision to his investors and worked out a plan with them to continue
operating Alliance remotely with periodic travel back to Florida.

The personal toll

Lorson's personal life was evolving against the backdrop of searching for, acquiring, and operating a small
business. When he started searching, it was just him and his wife. Four years later, they were a family of
four. They had moved from New Haven to Boston to South Florida to northcentral Pennsylvania. His wife
retained her clinical research role with the same employer after their son was born but ultimately went
remote and part-time, losing some of the social interaction in the workplace that she really enjoyed. Their
transient lifestyle also made becoming part of the community and developing new friendships challenging.
Lorson was often tired at the end of a long workday and worked most weekends, leaving little bandwidth
for his wife and family or to build social relationships outside of work. He was able to maintain some
semblance of an exercise routine, but it was nothing compared to what he used to do as an avid road
marathon and trail ultramarathon participant. In addition to the impacts of inadequate sleep, lack of
exercise, and a poor diet, both Lorson and his wife suffered several mental and physical health setbacks.
Lorson's wife was formally diagnosed with postpartum anxiety and depression, and Lorson experienced
periodic undiagnosed swelling of his hands, feet, and face.
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All of this took a toll, and Lorson became disillusioned with the ETA path. This was not the way he had
imagined it would turn out when he initially dreamed of being an entrepreneur through acquisition. The
business had its challenges, and he successfully worked through many of them, but it was clear that the cost
on the personal side was becoming too great. His life circumstances and priorities had changed. Lorson and
his wife had never made more money but were also never more unhappy. He had set out on this path for
the autonomy and discretion to define happiness on his own terms and clearly needed to make a change to
bring the relationships with his wife and kids and his own health and wellness back into focus.

Making a change

In the spring of 2021, after Lorson returned to Pennsylvania from a business trip to Florida, he could clearly
see that his wife was struggling. The compounding stresses of the pandemic, caring for two young children,
and an absentee husband had come to a head. Lorson knew he needed to take decisive action before their
health continued to deteriorate and their marriage crumbled. After speaking to some trusted advisors and
confidants, it became clear that he needed to take a step back from day-to-day operations at the company
sooner rather than later.

He approached his board with a plan of action that would allow the management of the business to
transition to an internally promoted candidate over the next six months, ultimately resulting in Lorson
resigning as the CEO of Alliance. However, Lorson agreed to stay involved in the business as a shareholder,
formally advising the board and the new CEO. This offered the most certainty for the stakeholders in the
investment and continuity for the team on the ground running the business. Lorson remained in close touch
with the new CEO of Alliance after his resignation in September of 2021, continuing to help with strategy
and offer thoughts on the daily challenges that inevitably arise.

An operator's reflections

Once the plans were finalized for getting Lorson out of the CEO seat, the strain of running day-to-day
operations began to fade. With the transition in full swing during the summer of 2021, Lorson continued
to have limited time for his wife and family, but there was light at the end of the tunnel. This sustained
them while they made plans to make up for lost time in the fall. They had always talked about visiting all
the national parks in the U.S. and got off to a fast start, picking up where they had left off years earlier -
before kids and the business - and visiting Acadia, Shenandoah, Cuyahoga Valley, Joshua Tree, Gateway
Arch, and Saguaro over the next couple of months.

This provided much-needed time for healing and reflection. It was clear to Lorson that marriage and
fatherhood are hard work and that he had dropped the ball under the stress of running the business.
Inspired by the late Harvard Business School Professor Clayton Christensen and his book How Will You
Measure Your Life?, Lorson felt fortunate to have taken action to get things back on the right trajectory. He
realized that much more work would need to be done over the coming months and years but knew that
refocusing on the important things in life like relationships, children, health, and wellness was something
he would never regret. Fortunately, Lorson and his wife had saved and invested well over the years so they
could afford him not working full-time for a while. Lorson started to catch up on the books piled up on his
desk, set a fitness goal to complete another 100-mile mountain trail race, and generally reset his entire daily
routine with a consistent sleep schedule and a healthy breakfast each morning, and dedicated family time
every day.
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He also started to consider some deeper questions about the search fund journey. Was it the right career
choice? Would he do it again? Could he have done anything differently? As he worked through these and
other questions, he came to some personal conclusions that can be applied more broadly.

First off, he realized that it is hard to know exactly how your life circumstances are going to change five or
ten years in the future. When an entrepreneur embarks on the ETA path, it is a commitment that can take
a decade or more to play out. ETA entrepreneurs might start down the path being single or married with
no kids and find themselves in a totally different position just a few short years later. They might also find
themselves agnostically searching for a business across geographies only to find that, as parents grow older
or children grow up, they'd like to be closer to family and support systems. Another construct that Lorson
realized can change along the odyssey as a search fund entrepreneur is where one stands on the "rich versus
king" spectrum articulated by Noam Wasserman, dean of the Sy Syms School of Business at Yeshiva
University, in his book The Founder's Dilemmas. The basic idea of the rich versus king conundrum is the
tradeoffs between wealth creation and autonomy. Lorson certainly erred on the side of risk-adjusted riches
with his initial selection of the accelerator search model but learned that as his life circumstances changed,
he certainly valued autonomy more.

If I do it again, I will self-fund the search and retain control of the company at acquisition.
I disproportionally value a self-funded searcher's autonomy, and I've already lived through
all the stresses of owning and operating. As a small-check investor on the cap tables of a
few dozen self-funded acquisitions, I've seen some really good deals get done to acquire
businesses that are just as large and have the same appealing characteristics as traditional
and accelerator-backed searchers are acquiring. However, I don't know for certain if I'd
have arrived at this position of confidence had I not had the specific set of experiences that
I've had up to this point.

I know I gave it my all, and I learned a ton. However, I would certainly do some things
differently next time around as a leader in the company, in interactions with investors, and
as a father and husband. Unfortunately, some of these learnings require aspiring
entrepreneurs to fully experience the ETA journey for themselves, but we all stand on the
shoulders of those who have gone before us. Hopefully, my story and reflections will help
others understand the realities of this career path and the different dimensions worth
considering.
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Exhibit 1: Judd Lorson Resume

JUDD A. LORSON

judd.lorson(agmail.com
Tel. (570) 974-3003

EDUCATION
YALE SCHOOL OF MANAGEMENT New Haven, CT
Candidate for Master of Business Administration (MBA), GMAT: 730 (96" percentile) 2017

e Leader of Real Estate Club and founder of two early stage technology companies
e Academic distinction in coursework on investing, operations and finance

OLD DOMINION UNIVERSITY Norfolk, VA
Master of Engineering Management (MEM), GPA: 4.00/4.00 2014
e Completed projects on creating passive income with investment real estate and successful task execution

« Coursework in Operations Research, Project Management, Managerial Finance and Risk Analysis

DREXEL UNIVERSITY Philadelphia, PA

Bachelor of Science (BS) in Mechanical Engineering, GPA: 3.80/4.00, magna cum laude 2008
e Vice President of Pi Tau Sigma chapter, International Mechanical Engineering Honor Society

PROFESSIONAL EXPERIENCE
KLAXON LLC and ALLIANCE CAS LLC Fort Lauderdale, FL.
Principal, CEO and Advisor 2017-Present

e Formed LLC and raised committed capital from investors to buy a small business with >$5M in revenue

s Acquired specialized 25-person collection agency that serves HOAs and Condos across FL, GA, NC and SC

e Led digital transformation and professionalization growing headcount to 40+ while implementing an industry
first scalable technology stack, a functional leadership model and compliance management system

UNITED STATES NAVY Groton, CT
Fleet Integration Program Manager, Submarine Learning Center 2013-2015

* Led ateam of 15 subject matter experts over a one year period in identification and adjudication of 18
training device deficiencies resulting in $2M worth of improvements at 7 globally located training centers

e Advised the Commanding Officer on strategic training priorities; developed presentations to communicate
these priorities to senior civilian leadership at the Pentagon and executive-level military commanders

s Created and implemented a new process to maintain curriculum for 288 submarine force training courses
in response to reference publication updates improving learning outcomes for 120K students

Division Officer, USS Memphis and USS Toledo 2010-2013

e Managed a high turnover division of 20 mechanical technicians; planned execution of 5,000 man-hours of
first time quality maintenance over a 2 year period; supervised integration of $500K in temporary systems

s  Awarded two Navy and Marine Corps Achievement Medals for exemplary leadership of 30+ personnel in a dynamic
shipyard environment and for managing the implementation of 20 certification tests of 3 vital shipboard systems

e Directed 10 team members over a six month period in operation and mission execution of a $2 billion
attack submarine with a 100% safety record in a position typically reserved for more experienced leaders

Qualified Nuclear Engineer by the Department of Energy, Naval Nuclear Power Program 2008-2012
s Certified to lead 40+ personnel in operating one of 70 submarine nuclear power plants in the United States

ADDITIONAL INFORMATION

Avid traveler with personal and professional visits to 13 countries on 4 continents and 36 of 50 US states

Volunteer class leader of three separate 9-week community based personal finance programs for 60+ participants
Active private market investor in 40+ direct placements across real estate and SMBs with 5 exits averaging 30% IRR
Devoted distance runner with 50+ finishes from half marathon to 100 miles including 3x Boston Marathon and VT100
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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 2022 © 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

! Judd Lorson is a small business entrepreneur, investor, and advisor. He graduated from the Yale School of
Management in 2017 with an MBA.

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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