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Fernandez and Sicilia remained interested in the company. They liked the business because it was asset
light, had recurring revenues and was growing rapidly. Bomi reported annual revenues of around $13
million and EBITDA margins of 32%.

The opportunity was presented to Vestige investors, but only 35% of the $18.5 million needed for the
acquisition were sourced from the original group. Fernandez and Sicilia reached out to Michael Kahn, a
friend they had met at Stanford who was working at Valiant Capital, a San Francisco based hedge fund,
for advice. After reviewing the deal, Kahn decided that he wanted to invest. After some negotiations,
Valiant contributed 65% of the equity for the acquisition. Fernandez joined as a very active board member
and Sicilia became the CEO of Bomi Mexico.

Over the first three and a half years of Sicilia’s leadership, Bomi grew swiftly. Sicilia thought that it was
time to consider selling the business despite the relatively short holding period. Although the business
was stable and growing, Fernandez and Sicilia believed their initial investment thesis was changing as
larger, multinational logistics companies like UPS and FedEx began targeting the Mexican healthcare
market.

Additionally, Sicilia felt the burden of being CEO and running a business, especially one as operationally
intensive as a logistics company. Sicilia noted,

I loved being close to people and making decisions, but I was constantly stressed. As a CEO, you
are playing defense all the time and that can be tiring. When running the business, you are facing
problems all day long. I found it hard to feel comfortable as an operator because I am a pessimist.
The logistics business is a business of “security and hygiene.” Clients only think about you when
you make a mistake or when they need to reduce costs.

Fernandez and Sicilia consulted with their largest investor, the San Francisco-based hedge fund, and got
support for pursuing a sale. An investment bank was engaged to manage the auction process. A key
concern for the partners was the type of acquirer the investment bank would source. Sicilia was hoping
that a strategic player would emerge because it would likely attract the best valuation and provide a
graceful exit for Sicilia as CEO. Of most concern to Sicilia was a private equity buyer who would require
Sicilia to remain onboard as the key operating executive for an indefinite time period. When one potential
private equity investor inquired about Sicilia staying on for an additional five years as the CEO, Sicilia’s
terse response was, “No thank you!”

Sicilia’s investors eventually found a Mexico-based family office who could meet their price expectations
and only require Sicilia to stay as CEO for a transition period. Investors were excited with the deal the
family office proposed, but Sicilia was willing to leave money on the table for the strategic player. Once
the transaction closed, Bomi investors reaped 5.2x their initial capital investment and posted a 65% IRR.
Fernandez and Sicilia personally grossed more money than they had projected in their best-case scenario.

To facilitate the transaction, Fernandez and Sicilia were required to reinvest 50% of their respective
proceeds into Bomi under the family office’s ownership structure. The rollover equity requirement was
not something Fernandez and Sicilia were excited about, but they felt that it was the right thing to do
given that their investors had supported them during the search and management process. To mitigate
some of the reinvestment risk, the partners negotiated a put option for their equity interest if there was
not an exit within five years of the transaction.
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Both Fernandez and Sicilia were excited with the transaction. They built a track record, wealth, and
returned money to the investors who supported them. As Sicilia describes it, the outcome was almost too
good to be true.

While money was never the primary reason to do this, the economic reward was much higher
than what we expected. We never planned to receive such a big payout in that short period of
time. We understand luck played a huge role in our success. However, the financial stability
offered a new perspective to us when considering family and business issues.

After receiving the proceeds from the divestiture, I confirmed that money was not my motivation.
I thought that money was going to make me feel a lot happier, but it didn't really make a
difference. What I was very happy about was the difference we had made to our stakeholders,
mainly our employees, building a name for ourselves and upholding our fiduciary duty. It was
gratifying to make money for those who invested their money and their trust with us. We were
happier to return money to our investors than to receive money for ourselves. As we calculated
the returns, we asked our investors to approve a special bonus for our top executives that changed
their lives. It was gratifying to see them buying a house or getting out of debt given partially to
our intervention.

When thinking about what to do next, Sicilia knew he did not want to be an operator again and wanted to
get back to investing. He had worked in private equity before starting business school. Fernandez and
Sicilia wanted to have exposure to many different industries and business models. Sicilia wanted to avoid
being an expert in one industry where he was an inch wide and a mile deep. After transitioning out of his
role as CEO at Bomi, Sicilia and Fernandez partnered with a couple of people close to them and raised
$150 million to invest in large private and small public companies listed on the Mexican stock exchange.
Their strategy was to provide stable capital and liquidity to businesses who were undergoing a
generational transition, but had a compelling business model. Seven of Vestige’s investors invested in
Fernandez and Sicilia’s new fund.

Besides seeding his new investment vehicle, Sicilia used his cash proceeds to purchase a house for his
family, and make some real estate and search fund investments. When thinking back on his project, Sicilia
reflected,

I am very glad that we exited when we did. It was a fun run, but we timed the exit right. That
being said, I sometimes struggled with is the realization that the very best thing I might do
professionally has happened during my early 30s. It will be difficult to repeat or exceed the
success that Bomi had. However, we will do our best hoping that the stars align again.

Is this the right path?

After connecting with many entrepreneurs who had exited, Dittrich had a better understanding about
how being a search fund entrepreneur can fit into a broader career. He had a sense of what people do, and
do not do, after an exit. He also understood the potential array of choices an entrepreneur could make.
Dittrich noted that a high investor IRR did not always result in a big financial win for the entrepreneur.
He also observed that there was a difficult transition to make from wealth creator to wealth manager after
an exit. Dittrich discerned that no entrepreneurs who acquired a company, and had a win, gota
traditional job after the exit and wondered whether he would actually be less employable after executing a
search fund - even a very successful one. Lastly, Dittrich learned that one chapter of your career could be
about gathering and earning, and another about having a social impact and serving.
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But Dittrich wondered how all of these new found perspectives should add up. All things considered, was
forming a search fund the right choice? Are the likely cash proceeds consistent with the risk and the
effort? And did what he knew about the post-exit life of entrepreneurs play a role in how he should go
about shaping his own career?

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.
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