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A PUBLICATION FOCUSED ON MERGERS, ACQUISITIONS AND CORPORATE FINANCE IN THE AUTOMOTIVE AFTERMARKET 

INDUSTRY 

In last month’s edition of the 
Aftermarket Analyst, we briefly 
discussed the capital gains tax 
increases scheduled for 2011. As a 
reminder, the capital gains tax will 
increase to 20% (a 33% increase) 
next year. An issue that we did not 
discuss is the 2013 increase in the 
capital gains tax rate. The recently 
enacted healthcare legislation will 
increase current capital gains taxes 
to 23.8% (a 59% increase) by 
January 1, 2013.  Company owners 
should consider the potential 
opportunity cost of waiting. Many 
businesses still have not returned 
to pre-recession earnings and as 
such their owners believe the best 
way to maximize their value would 
be to wait. However, the costs of 
waiting could be greater than the 
benefits. Selling a business that 
enjoys solid growth could still 
result in a smaller net 
consideration after the 2011 and 
2013 tax increases (see page 3). 
There are additional risks in 
waiting, such as a “double dip” 
recession or a stagnant economic 
recovery where earnings remain 
flat. 
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Total Consideration:   $24,000,000 

EBITDA: $4,000,000 

Multiple: 6.0x 

Capital Gains Tax Rate: 15% 

Total Consideration:   $25,200,000  

EBITDA: $4,200,000 

Multiple: 6.0x 

Capital Gains Tax Rate: 20% 
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RECENTLY ANNOUNCED AUTOMOTIVE AFTERMARKET TRANSACTIONS 

Announce 

Date 

Acquirer/Investor(s) Target Target Description 

6/28/2010 Thompson Street Capital Express Oil Change/Service Center 
the largest independent operator of quick lube and automotive service centers in the Southeastern 
United States 

6/25/2010 THI Undercover manufacturer of hard plastic truck bed covers 

6/21/2010 Castle Harlan IDQ Holdings, Inc. 
Do-it-Yourself ("DIY"), branded automotive aftermarket products for servicing and repairing automotive 
air conditioners 

6/15/2010 Industrial Opportunity Partners Edelbrock manufacturer of performance automotive products, acquisition was only a stake in the company. 

6/11/2010 Denso CTR 
an Italian aftermarket distribution company with locations in Italy, Spain and France that specializes in 
automotive climate control components, such as compressors, HVAC components and heat  
exchangers 

6/11/2010 Kraco Enterprises Auto Expressions the automotive aftermarket accessories business of Pennzoil-Quaker State/SOPUS Products 

5/24/2010 Stant Corp. Expert Corp. 
designs and manufactures evaporative emission canisters and front end carriers for the automotive 
industry 

5/19/2010 Eugene Service Parts Fortuna Distributing an ACDelco and Ford Motorcraft distributor, located in Eugene, Ore 

5/10/2010 Halifax Group Service Champ independent distributor of maintenance parts and accessories to oil change shops in North America 

5/3/2010 BorgWarner BERU-Eichenauer develop and manufacture electric cabin heaters in Kandel, Germany 

4/23/2010 BBB Industries Vista-Pro the remanufacturing operations of Vista-Pro automotive 

4/23/2010 APW Knox Seeman V-P Sales Auto Parts a WD formerly owned by Harvey Valley since 1978 

4/22/2010 TPG Capital American Tire Distributors North America’s largest independent tire distributor  

4/22/2010 
National Performance  
Warehouse 

Speed Warehouse 
high performance parts distributor with three distribution points in Hayward, San Jose and Tustin, 
Calif. 

4/9/2010 BorgWarner Dytech ENSA a producer of exhaust gas recirculation (EGR) coolers 

4/8/2010 SPX Torque Tension Systems a global supplier of hydraulic torque wrench and tensioner tool products 

4/6/2010 Illinois Tool Works Slime (AMI) Accessories Marketing Inc. (AMI), creator and manufacturer of the Slime brand of tire sealant 

3/29/2010 The Parts House Parts Pros Automotive automotive warehouse in Bradenton, FL. 

3/19/2010 FleetPride  Express Truck Parts 
this acquisition includes a 10,000-square-foot facility and brings the total number of FleetPride loca-
tions in California to 21. 
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To achieve the same 2010 value to the owner in 2011, 
a business will have to increase its earnings (EBITDA) 
by 6.2%. In other words, any Company that does not 
grow 6.2% in 2011 has decreased the after-tax value.  
The situation is compounded by an additional 3.8% tax 
included in the recent health care bill that will go into 
effect in 2013. Companies will need to increase 

earnings at a 3.7% annual rate to achieve the 2010 
after tax value in 2013. The remainder of this year 
presents an opportunity for owners who want to 
maximize the value of their business to take 

advantage of these lower 
tax rates and lock in the 
greatest net 
consideration. It’s also 
important to note that the 
time value of money has 

not been included in this discussion and will further 
reduce future value as compared to 2010’s levels. 

Timeline for 2010 

Business owners who would like to take advantage of 
the lower tax environment in 2010 should begin 
thinking about a transaction now. The lead time to a 
closing can be considerable even under the best of 
circumstances. With 4-6 months between an 
introduction and the transaction’s consummation being 
typical, the next two months will be critical for business 
owners who would like to close before the end of the 
year. 

(Continued from page 1) 

July August September October November December

Introduction

Discussions &

Exchanging 

Financials

Letter of Intent

Due Diligence Begins

Due Diligence

Concludes
Close

Capital Gains Tax

Increases by 33%

January 1, 2011

Total Consideration:   $26,225,448 

EBITDA: $4,370,908  

Multiple: 6.0x 

Capital Gains Tax Rate: 23.8% 
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