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Impact of Future Capital Gains Tax Increases

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 Total Consideration: $24,000,000
increase to 20% (a 33% increase) EBITDAS$4,000,000

next year. An issue that we did not Owners Consideration Multiple:.0x

discuss is the 2013 increase in the $20.4mm
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 HighestValugto Ovmer
should consider the potential

opportunity cost of waiting. Many

businesses still have not returned

to pre-recession earnings and as 2011

such their owners believe the best

way to maximize their value would s

be to wait. However, the costs of $4.2mm

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” ] Assumes 5% Growth, reasonable given the
recession or a stagnant economic likelihood of a slowed recovery
recovery where earnings remain

flat.

(Continued on Page 3)

2010

Capital Gains Tax Rate: 15%

Total Consideration: $25,200,000
Owners Consideration EBITDA$4,200,000

$20.16mm Multiple:6.0x
Capital Gains Tax Rate: 20%
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RECENTLY ANNOUNCED AUTOMOTIVE AFTERMARKET TRANSACTIONS

Announce  Acquirer/Investor(s) Target Description

Date

the largest independent operator of quick lube and automotive service centers in the Southeastern

6/28/2010 Thompson Street Capital Express Oil Change/Service Center United States

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

6/21/2010 Castle Harlan IDQ Holdings, Inc. I3I0-|t-Y0'ulrseIf( 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.
an ltalian aftermarket distribution company with locations in Italy, Spain and France that specializes in

6/11/2010 Denso CTR 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. ldnedsdgs]?r; and manufactures evaporative emission canisters and front end carriers for the automotive

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

42212010 National Performance Speed Warshouse h|gh performance parts distributor with three distribution points in Hayward, San Jose and Tustin,

Warehouse 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.

311912010 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.



CAPSTONE

FINANCIAL GROUP © 2010 Capstone Financial Group
THE AFTERMARKET ANALYST | 3

earnings at a 3.7% annual rate to achieve the 2010

2013 after tax value in 2013. The remainder of this year
presents an opportunity for owners who want to
Taxes maximize the value of their business to take
203 Total Consideration: $26,225,44 adxvfar][?g:n(g ;[gslf?nl?l\:\:a er
EBITDA$4,370,908

e greatest net
Owners Consideration Multiple.0x consideration. It’'s also

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

Assumes 3% YOY Growth and includes the additional 3.8%
capital gains tax effective 2013. Timeline for 2010

Business owners who would like to take advantage of
(Continued from page 1) 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

To achieve the same 2010 value to the ownerin 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 year.
Capital Gains Tax
Introduction Due Diligence Begins Increases by 33%
January 1, 2011
“
Discussions & Letter of Intent Due Diligence  (jose
Exchanging Concludes
Financials
About Capstone

Capstone Financial Group is an investment banking firm which assists owners of middle market companies with their financial
needs - including mergers and acquisitions, recapitalizations, private placements, divestitures, and other financial advisory
services. Capstone is backed by a highly experienced and knowledgeable team of financial professionals with firsthand
knowledge of starting, operating, growing, and selling middle market companies. Visit us online at www.capfg.com.
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Selected Public Company Capitalization and Oper ating Figures

(3 in millions, except per share data

Last Twelve Months (LTM

Priceasof  Market Enterprise
Company /30/10 Cap Debt Cash Value 1) LTMDate _Rewenue EBITDA Theome

Manufacturers

Federal- Mogul Corporation $13.02 $1.287.7 $2.8355.0 $1.028.0 $3.191.7 33110 $5.58L.0 $480.0 $80.2

ATC Technology Corporation 16.12 338 0.0 86.9 2369 331710 476.1 78.6 36.1

Tenneco Automotive, Inc. 21.06 1,258.0 13300 1930 24614 331710 6,265.0 409.0 (2834)

Dorman Products, Inc. 2033 3609 03 159 3552 33110 3809 59.8 316

Standard Motor Products, Inc. 8.07 183.6 035 147 2624 3/31/09 7426 46.8 122
Wholesalers & Distributors

Genuine Parts Company $3045 $6.264.4 $500.0 $3335 $6.4388 33V10  $102151 §7784 $411.0

LKQ Corporation 1928 25347 596.6 1935 30454 33110 2,140.6 301.0 1482

The Coast Distibution System, Inc. 4.00 18.6 129 1.0 305 331710 1041 30 10
Retailers

Autozone, Inc. $193.22 $9.083.4 $2.698 5 $95 8 $11.978.6 5810 $7.150.0 $1434.0 $7055

Advance Auto Parts, Inc. 50.18 4.386.6 279.0 1333 46114 42410 55596 6254 2862

OReilly Automotive, Inc. 47.56 6,569.0 7025 200 THM25 3/31/10 49634 7305 3421

The Pep Boys -Manny, Moe & Jack 8.86 464.9 307.0 §7.8 6853 Y110 19245 1316 244

US Auto Parts Network Inc. 6.00 182.0 0.0 250 1570 33110 1929 124 33

Sel ected Public Co

pany Multiples and Operating Statistics

Enterprise Value/
Free Cash Net
Conmpany Revenue EBIT EBITDA Fow(2) Income
Manufacturers
Federal-Mogul Corporation 06x 214x 6.6x 10.5x 39 8x
ATC Technology Corporation 035x 3.6x 3.0x 35x 6.6
Tenneco Automotive, Inc. 04dx 134x 6.0x 14.1x N
Dorman Products, Inc. 00x 6.8x 590x 6.8x 113x
Standard Motor Products, Inc. 04x 80x 56x 6.9 21 4x

P /F Ratio

16.1
2.0
NM
114
150

Gross

EBITDA Net

Margins Margins Margins

159%
236%
153%
362%
243%

8.6% 14%
16.5% 16%
6.5% NM
153% 81%
6.3% 1.6%

Wholesalers & Distributors
Genuine Parts Company 0.6x
LKQ Corporation 14x
The Coast Distribution System Inc. 03x

94x
11.6x
14.0x

152

172
184

16% 40%
14.1% 69%
29% 1.0%

Retailers
Autozone, Inc. 1 &
Advance Auto Parts, Inc. 0.8x
OReilly Autonotive, Inc. 1.5x
The Pep Boys - Manny, Moe & Jack 04x
US Auto Parts Network, Inc. 0.8x

11Ix

12x

05x
06x
12.6x
114x
25.6x

10.8x
10.5x

129
153
192
190
514

503% 203%
492% 112%
484% 149%
257% 6.8%
358% 64%

09%
5.1%
6.9%
13%
0.0x

(1) Enterprise Value equals market cap, plus debt, minus cash
(2) Free Cash Flowequals EBITDA less capital expenditure

"NM" is not meaningful

The Aftermarket Analyst is published by Capstone Financial Group. The information contained herein has been compiled from a variety of sources believed to be reli-
able. We do not guarantee any information or make a representation as to its accuracy. It is intended to be general information regarding mergers, acquisitions and



