Search Fund Model

1. New grad develops search fund

~ 14 investors

* Firms
e Individuals

Typical Traditional
Search Fund
US$425K

Source: Stanford 2022 Search Fund Study, pg 20

2. Selects a business to acquire

Typical Acquisitions:

* US$6.4 MM revenues (sticky, B2B) < 22% EBITDA Margin
* US$1.7 MM EBITDA * US$16.5 MM purchase price

MBA grad searches
and narrows down
an acquisition target

Source: Stanford 2022 Search Fund Study, pg 22

3. Makes the acquisition

~ 50% of search fund investors
exercise their option to invest in
the acquisition, supplemented
by new investors (total ~ 18)

Investment Raised

Search Fund + Acquisition Capital
carries at 1.5x

MBA grad operates the business

Post-
Acquisition

and creates value:

Year 1 & 2: Learn the business
Year 3+: Scale the business and
aggressive debt retirement

Year 5+: Potential exit if interested

Typical Capitalization:
¢ 50% senior debt
« 20% Vendor debt (deferred)
* 30% equity

Source: HBR Guide Buying a Small Business




