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Executive Summary

Route Express was incorporated in October of 2018 with Bard Ramsey as the 100% sole shareholder.
On January 19, 2019, Route Express purchased P&D FedEx Routes and 8 trucks for a total of $480,000.
The purchase price was allocated as $800,000 for the routes and $180,000 for the trucks.

Today, Route Express operates P&D FedEx Routes under FedEx Ground Independent Service Provider
Agreement (ISPA) C8888888 with based out of the Anytown, USA station. This ISPA was effective
11/01/2022 and expires on 10/81/2028. It services Contracted Service Area (CSA) 899999, defined in
Attachment A-1 of the ISPA including service to ZIP Codes 12111, 12112, 12118, 12114, 12115, 12118,
and 12118 at fees outlined in Schedule C and Attachment C-1 of the ISPA.

MyGround Support was engaged by Mr. Buyer to provide due diligence support related to the P&D FedEx
Routes currently owned by Route Express. Mr. Buyer is a potential shareholder of an entity considering
purchasing the FedEx Route related assets (ISPA and vehicles) of Route Express. It is MyGround
Support’s understanding Route Express is seeking to sell their FedEx Route related assets through the
brokerage firm Best Route Brokers Ever. Several due diligence support materials were provided to

MyGround Support and are noted in Appendix A of this document.

This Due Diligence Support Deliverable provides an overview of FedEx Routes, Important Considerations
of the Industry, as well as specific analysis of the P&D opportunity being considered for purchase by Mr.
Buyer. An estimated value of the FedEx Routes and vehicles is also included in this document. A
summary of MyGround Support’s analysis is found below:
e Route Express’ FedEx Routes hold improving margins. 2022 route operations left the firm in a financial position
better than 2021.
e Route Express’ FedEx Route business stop and package volume is increasing. Stops up down 1.1% in 2022
compared to 2021 and packages are up 1.7% in 2022 compared to 2021
e Route Express vehicle related assets hold a market value of approximately of $485,800 as of February 20XX.
This is significantly less (20% less) than Seller/Broker purported value of $807,000.
e Route Express’ FedEx Routes holds a XXXXXXX market value with above average profit margins at XX% The
FedEx Routes hold a Discounted Cash Flow (DCF) Value of $X,XXX,XXX.
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Overview of FedEx Routes

FedEx Ground and P&D Services

FedEx Ground is a subsidiary of the FedEx Corporation.
Founded in 1985 as RPS and subsequently rebranded in
2000 as FedEx Ground, the company operates one of the
fastest and most automated hub networks in the ground
package shipping industry, offering speed, efficiency and
reliability to customers. Currently, nearly ten million

packages travel through a network of more than 800

distribution hubs and stations throughout the US and
Canada each day. As a core component of its business model, FedEx Ground contracts with independent
small businesses to provide package pickup and delivery (P&D) service known as Contracted Service

Providers (CSPs). CSPs are also known as Independent Service Providers (ISPs).

The relationships with CSPs are contractual operating agreements, not franchises or franchise
agreements. Two general types of P&D services currently exist within FedEx Ground, they include:
e “Ground” Service: Package pickup and delivery services to businesses and commercial
addresses.
e ‘“‘eCommerce” Service: Package pickup delivery services of packages to non-business
addresses. This includes home and residential addresses including packages known as Home
Delivery and SmartPost.

CSPs use their own vehicles and equipment to provide the P&D services. Typical vehicles include Cargo
Vans, Step Vans, Cutaway Vans, Box Trucks, newer style Walk-in Vans, and other types of vehicles
Equipment includes but is not limited to hand-held scanners, software, dollies, and uniforms. The CSP is
responsible for all costs of providing services and all CSP staff must be W2 employees of the CSP.
FedEx Ground does not reimburse any costs including fuel. CSPs operate under FedEx Ground’s DOT
Number (DOT 285752) and FedEx Ground’s FMSCA Authority to operate (MC179059). FedEx Ground
leases the vehicles from the CSP from an operating authority standpoint. CSP Equipment is leased to
FedEx Ground and is denoted in Schedule B of the ISP Operating Agreement (ISPA). No motor carrier
authority is required by the CSP as a result.
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Independent Service Provider Operating Agreement (ISPA)

The term “FedEx Routes” (a colloquial reference) is

often used in the FedEx Route for Sale industry.

However, within FedEx Ground the term “FedEx Route”

he identified Indeper y be
a "Party” and collectively as the “Partes

does not exist. The colloquial reference of “FedEx

. Independent Service Provider (ISP”

Routes” refers to service areas and/or contracts
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round Support
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Buyersin t investments
made in p obligation to
offer a foll year or less.
MyGround aspect as
there have were lost in
less than a year. In addition, there is no requirement to buy FedEx Routes to enter the FedEx Ground

contracting industry. While there is inherent value of an established operation, FedEx Ground hosts a

' FedEx Ground Independent Service Provider Agreement Section 15
2 FedEx Ground MGB-325 End of ISP Agreement
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website known as BuildAGroundBiz (www.buildagroundbiz.com) where contracting opportunities are

posted regularly. There is no cost nor is there bidding for the hundreds to thousands of opportunities
directly from FedEx Ground each year for anyone to apply for. Success rates via this method are

favorable.

Two key aspects of an ISPA are the CSA definition and the Negotiated Charges, or compensation rates
provided to the contractor for providing services. The geographic service territory denoted as the CSA is

outlined in Attachment A-1 to Schedule A of the ISPA. The territory provides exclusive servicing rights for

and
d by

compliance
ZIP Code an

Negotiated
Attachment
negotiates r
term of its IS
surcharge ra
execution of
CSP work to
effect. Com

e Service

e Stop Cha

fixed per

whereby
Stop Cha
e Per Stop

Fuel
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e Package Charge: An activity based variable component whereby a fixed per package rate is paid for each
“Ground” (business) package that is picked up or delivered while servicing business addresses in the CSA

e Large Package Surcharge: An activity based variable component whereby a fixed per package rate is paid for
larger packages determined based on weight and dimensions of the package.

o Apparel Brand Promotion Charge: A flat, fixed weekly rate whereby the CSP agrees all its personnel will wear
approved FedEx Ground branded apparel, with the cost of such apparel born by the CSP during operations.

e Vehicle Brand Promotion Charge: A flat, fixed weekly rate for an agreed quantity of leased CSP vehicles
whereby the CSP such vehicles will bear approved FedEx Ground logos and markings, with the cost of such
logos and markings born by the CSP.

e eCommerce Stop Charge: An activity based variable component whereby a fixed per stop rate is paid for each
non-Business service stop (for example, “Home”, “SmartPost”, residential) performed in the course of servicing
the CSA.

o eCommerce Package Charge: An activity based variable component whereby a fixed per package rate is paid for
non-Business address parcel (for example, “Home”, “SmartPost’, residential) that is delivered while servicing the
CSA.

e New Account Startup Charge: Fixed charge for every new “Ground” service account opened in the CSA.

P&D Vehicles

The FedEx Ground P&D CSP fleet currently consists of over

85,000 vehicles. CSPs can use a range of vehicles in providing miﬁm

P&D services to FedEx Ground under its ISPA if they meet FedEx

=5 ARl e
Ground requirements. FedEx Ground requirements do change L 4 — h

over time, with some major new requirements in the future

including Forward Collision Avoidance Mitigation (FCAM) which P1000 Step Van
could make many current P&D vehicles obsolete. At a high level, current FedEx
Ground requirements for P&D vehicles include, but are not limited to:
e  8-Way Back up Cameras w/ Blind Spot
e Video Event Data Recorder (VEDR)
e FedEx Ground Compliant White Paint (Sherwin Williams #85199 or equivalent)
e Enforcer® or comparable high-security locks on all rear and side cargo doors
e A bulkhead door (between cab and cargo area) that is secured with a lock
e Two shelves per side running the full length of the body, Approx 24 inches deep, max 2in lip, 1-2in pitch
e Conformance to all DOT Standards and FedEx Ground DOT identification

Cargo Vans, Step Vans, Cutaway Vans, larger Straight Trucks, ; o ~—

and newer style Walk-in Vans are all used in the FedEx Ground , \\]
parcel industry. Pickup trucks and trailers are also permitted. The a’ |_g‘_v_‘
various types of vehicles typically have a “P” value associated with = e l,___ —
them. The “P” value refers to the cubic feet a vehicle could hold. '

For example, a P700 is supposed to hold 700 cubic feet of -

packages. Cargo Vans are typically P500 or less while Step Vans 26ft Straight Truck
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and newer style Walk-in Vans can be as large as P1200. Straight Trucks have a box of at least 24ft in

length. Common m

stry include Ford,
Freightliner, Interna bodies, including step

van bodies in the p d Bay Bridge.

wide ranging values for
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ensure they are inti

vehicles they are pu r Style Walk-in Vans

costs, average dow an considerations.
Resources for main .gov/afleet). MyGround
Support regularly s r vehicle per year for
vehicles less than 5 antly higher
maintenance and re nnually due to regular
maintenance and re ransmission rebuilds are
common. Using “ad rted one-time repairs in
deriving financials a idered customary.

MyGround Support strongly encourages potential Buyers o X Routes and vehicles to exclude any

“add-back” calculations to financials as a result.
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Given Step Vans are very common in the parcel industry, a reference table outlining the high-level
specifications of step vans commonly used is found below:

High Level Step Van Specifications

Approx Approx Body Approx Typical GVWR

Usable Volume
500 cu/ft
700 cu/ft
P1000 1,000 cu/ft
P1100 1,100 cufft
P1200 1,200 cufft

MyGround Support strongly encourage 5 and vehicles to have detailed

physical inspections of vehicles as part s performed by themselves
and an ASE Certified Mechanic. The *

Suppc

be confirmed. MyGround

as smaller or larger than what

they a be a P1000 Step Van would be
very g hssis wheelbase of 178in not
158in. s including Gates

(https; in.html), the National Highway Traffic Safety

Admir ecoder), and commercial fee-based companies.
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Important Considerations of the Industry

Fluctuations in Package Volumes

While e-Commerce continues to grow year over year,

the same cannot be said for FedEx Ground package

volumes. E-Commerce has a broad definition of
gmmercial trancactions conducted electronically on

to goods

bvies, order

ot just goods

x Ground

Total Packag Po drop in
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in the future. e components

such as per {  be especially
at risk fora d decline.
There are
package vol
bubble burst
the shipping
expansion in
OnTrac, USH

average dail

modestly yes

O]

declines beg

package vol

taking hold. lume declined
a very large ! ined from
799,890 in F me (000s)

declined fro

MyGround S fluctuations in

package volumes could impact them as a CSP. The ISPA negotiated rates held could be a key factor in

3 https://investors.fedex.com/financial-information/statistical-books/default.aspx
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determining if an increase or decrease in package volumes is more or less desirable given a CSP’s mix of

negotiated variable and fixed compensation rates with FedEx Ground.

Evolution of Contracting Requirements and ISPA

FedEx Ground continues to evolve CSP contracting requirements. Some view these as positive
evolutions, others view them as negative. No party can definitively advise how contracting with FedEx
Ground may or may not change in the future. Most importantly, the only guarantee a CSP has is under
the current terms of their current ISPA. In addition to the risk of not achieving a follow-on ISPA with
FedEx Ground, future contracting requirements with FedEx Ground are a major risk and could include,
but are not limited to:
¢ Vehicle technology requirements to include lane departure warning/correction and Forward
Collision Avoidance Mitigation (FCAM). This future requirement continues to be push outward to
future dates.

e CSP Classification as Bronze, Silver, or Gold which would be based on cost to serve the CSA

(Compensati style classification could
P’s current ISPA nears its

-on |ISPAs

drastically ch

term. High p

parent is curr h could impact CSPs.

7 Day Service/O

Operating as a P&D markets are moving to 8

day a week operation| provided by FedEx Ground
in the those markets. e windows for vehicle
maintenance, staffing and managing FedEx
Routes can be very e ere is never a dull
moment. A typical d rts at 4/5am and ends as
late as 8/9pm. MyGr e daily activities with
incumbent CSPs incl or the day, monitoring
morning truck loadin ing, recruiting activities,
training activities, pa Ground compliance
activities, customer s nt. Majority shareholders
of a CSP can expect s and immediate
availability. A manag seen in the industry for

higher performing CS e involved in day-to-day
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operations typically have a much higher success rate than those where the majority shareholders are less

hands-on.

Labc

Mos nd the economy. CSPs are
nod g minimum wages, higher
inter es including recruiting as
well of an ISPA that do not

adju hanges in fuel costs and

labo ose changes.

Broa or may not be beneficial or
chall PA will determine some of
such dition or loss of major

Fed xample, Chewy and Walmart
are g providers by these clients,
a CSP could see major drops in volume. On the flip side, the addition of a new FedEx Ground shipping

client from an e-commerce goods shipper could result in significant increases in volume.
Ongoing Capital Needs

One of the most overlooked areas of operating FedEx Routes is the ongoing capital needs of the
business. Free Cash Flow, or EDITDA less capital expenditures are critical in determining true returns in
the FedEx Ground industry. As Warren Buffett has stated, “References to EBITDA make us shudder -
does management think the tooth fairy pays for capital expenditures?"* As P&D vehicles age, the

maintenance and r cement vehicle, i.e.

capital expenditur irectly impacted by

economic conditio ve increased 20-
80% in just the las ost economical
means are well ov
the COVID vehicle

rebounded. MyGro|

ased significantly as
market has

t each year and in
cases of older flee e is brought to at

least 5 years or ne

42002 Berkshire Hat



Overview of the Opportunity

Route Express ISPA & P&D Vehicles

Route Express operates P&D FedEx Routes under (ISPA C8888888 with FedEx Ground based out of
FedEx Ground’s Anytown, USA station). This ISPA was effective 10/22/2022 and expires on 11/08/2028.
It services Contracted Service Area (CSA) 899999, which is defined in Attachment A-1 of the ISPA
including services to ZIP Codes 12111, 12112, 12118, 12114, 12115, 12118, and 12118 at fees outlined

in Schedule C and Attachment C-1 of the ISPA. It utlizes 12 vehicles in its operations as outlined in

Schedule B of the IS[™*
vehicles as $807,00C

128458 1FCi
128457 1F8:
128458 1FCi
128459 1F8!
128481 1FCi
128482 1F8!
128488 1F8!
128484 1F8!
128485 1F8t
128488 1F8t
128487 1F8¢
128488 1FC

“"1 any rental vehicles. The Seller/Broker has purported the value of these

cles purporedly included in the sale include:

38 2021 Ford F59 V8, 7.8L (Gas) P1000 Step Van2021

93 Ford E-450 Super Duty V8, 7.8L (Diesel) P700 Step Van

9 2019 Ford E450 Super Duty Ford V-8 8.2L (Gas) P700 Step Van
9 2019 Ford E450 Super Duty Ford V-8 8.2L (Gas) P700 Step Van
9 2019 Ford E450 Super Duty Ford V-8 8.2L (Gas) P700 Step Van

) 2018 Ford F59 V10, 8.8L (Gas) P1000 Step Van
2017 Ford F59 V10, 8.8L (Gas) P1000 Step Van
2017 Ford F59 V10, 8.8L (Gas) P1000 Step Van
2018 Ford F59 V10, 8.8L (Gas) P1200 Step Van
2017 Ford F59 V10, 8.8L (Gas) P1100 Step Van
2014 Ford F59 V10, 8.8L (Gas) P1100 Step Van
2014 Ford F59 V10, 8.8L (Gas) P1100 Step Van

RN P O R (N
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Purported Financials by Seller/Broker of Route Express’ FedEx Routes

Seller/Broker information for Route Express’ purports a 2022 $200,290 “normalized cash flow” on 2022
revenue related to the FedEx Routes of $797,2905. “Normalized cash flow” based on the Seller/Broker
figures would be 25.1%, a number which is signficantly higher than typically achiveable in the FedEx

Route industry based on Myground Support's experience in the industry. Some key metrics and

information gathered from FedEx Ground data is shown in the table below

Change from 2021
(1.8%)
(4.8%)
(5.2%)
$8,522 (2021 executed date) | 89.1%
.88 (2021 executed date) (18.1%)
eCommerce Stop 1.85 1.75 (2021 executed date) (18.1%)
Packages (all) 0.18 ( 0.18 (2021 executed date) No Change
Vehicles 18 (2( 17 (2021 executed date) (8.0%)

Total Revenue

Total Stops

Total Packages

Weekly Service Charge
Ground Stop 2.35

5> Seller/Broker generated 2022 P&L file
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MyGround Support Analysis of the Opportunity

General Health

w

Financially, Route Express’ FedEx Routes are finar
were reported as $185,747.12 as illustrated in the F
matching in Route Express’ Jan 1, 2022 Wells Farg
important to note 2020 cash positions going into 20 5
forgiven in February of 2021. Without this cash, nu

At the end of 2022, Route Express’ Dec 81, 2022 \\ A2
to just $188,827.88. Operating FedEx Routes in 2C

than it started in 2022. In addition, no new trucks/as

continue to deprecation in market value. There hav ding
to tax records. The average vehicle age of the fleet y
reinvest capital into vehicles, or worse Ramsey Ent Is to

properly pefor

Since 2014, It 4

salaries/benefit om
a shareholder s
are just $194,9 sey

Enterpises would have been better off investing the 9/ uo,u4o0 reucx muule purcniase maue i 2u 14 INto
the stock market. At the end of 2021, $708,048 invested in 2014 using the SPDR Dow Jones Industrial
ETF” would have been $1.784M at the end of 2021.

Continuing operations is likely to result in continued erosion of cash positions and is likely a very
oo e T ficant capital needs in the next 5
>e at least 20% of their fleet each

ible.

er including files denoted as “2021
57, and “2022 Route Express
ovided by the Seller/Broker have

eflect the expenses and profits of

7 https://www.macrotrends.net/1319/dow-jones-100-year-historical-chart
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the business. The documents could be described as fabricated or at a bare minimum, generated by

someone without the a
informatio

There are

ropriate skills/knowledge to generate them as they simply don’t align with

settlement sheets.

ute Express Income
ample, payments to
f Route Express
the 100%

f $290,400 with an
1120-S tax return.
operations. The

ased by

te Express’ 2021

tch Wells Fargo

of $129,500. This

Ex Routes and

d employees that
1120-S reported
ordinary business income of $88,545 (line 21). Calculating an Earnings Before Interest, Taxes,
Depreciation, and other Amortized Items (EBITDA) would result in an EBITDA of $228,818
($88,545 + $7,898 Interest + $127,807 Depreciation + $0 Taxes + $28,288 Amortized Items). Its
important to note the depreciation includes $118,084 in Section 179 vehicle purchases in 2021
which results in a Free Cash Flow from 2021 operations of just $112,249.

The “2022 Route Express Income Statement” also significantly overstates cash generated by the
FedEx Routes and cash positions of the business. 2022 total 1099 Revenue as reported by
FedEx Ground is $1,797,288.89 which while doesn’t match, is in line with Seller/Broker reported
revenue $1,797,248.88. 2022 Expenses however are drastically understated.

A major expense erroneously reported is wages and taxes associated with wages. Total wages
for 2022 totaled $982,880.57 as reported on 2022 941s and the 2022 W8 data transmittal to the
IRS. In addition to wages born, employers must pay social security and Medicare taxes. The
2022 tax rate for social security is 8.2% for the employer and 8.2% for the employee, or 12.4%
total. The current rate for Medicare is 1.45% for the employer and 1.45% for the employee, or

2.9% total. The Seller’s portion of social security and Medicare taxes totals $78,820.88. The
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Seller/Broker uses an unknown term of “Net Wages” in the “2022 Route Express Income
Statement”. This term is not defined by the Seller/Broker. Actual employer born payroll
expenses for the Seller before federal/state unemployment taxes, but including other employer
paid taxes is $1,085,981.20. The Seller withheld $148,557.21 on behalf of its employees for
federal income, employee social security, and employee Medicare tax. It is unknown how the

Seller derived payroll numbers in the “2022 Route Express Income Statement’”.

Page 16 of 26



MyGround Support dveloped a proforma P&L utilizes Seller/Broker provided and FedEx Ground data. It
assumes no further degradation in package/stop volumes and no reduction in the weekly fee (i.e. 7 day

operaitons). It is provided below:

12 Month

ANNUALESTIM, istimtations
FedEx Ground 000
New Policy Imj{ 000)
TOTALINCOME 1,735,000

TOTALANNUAL
P&D Vehicles
Vehicle Registi

Property Tax

Fuel

Velocitor Plus
GPS Tracking §)
Vehicle Cleani
Estimated Min

Repair & Main

Insurance Ded
Insurance

Non-Trucking

Worker's Comj
Driver Payroll

Regular Driver

Temp Driver
Vacation & Ho

Approximate P|

Benefits

Managers in A

Wages Primar

Wages Second

Wages Assistal
Vacation/Bon
Approximate H
Entity/Operati
Travel Expensd

Annual Corpor]

Local Use and
Misc Office &
Back Office HR
Training

Uniforms & Eq

Scanner Leasi

Payroll Servicq

Professional F|
Recruiting/HR

TOTALESTIMAT

ESTIMATED NET INCOME BEFORE TAXES, DEPRECIATION, & AMORITIZED ITEMS (EBITDA)
As of % of Income
DISCLAIMER: This Proforma P&L includes modeling and assumptions which could be impacted by many unforseen
There are no warranties and no guarantees of any kind.
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Management/Employees/Payroll

Randy BC is purported as the Operations Manager. Mr. BC’has been purported as only driving “as

needed”. Mr. BC regularl
driving as many as 7 day
inability to train/hire regul
the true Operations Man
of otther P&D operations,
Ramsey family is actively
as they are performing re

consider the return on as

Random samplings of dai
with potential mismanage
example, the daily servic
settlement was compare
performed during the sa
were found indicating inc
daily operations indicatin
correctly. There are a tre

Ground records, but just

e Mr. Employee w
records. Howev
plus $1.10 for 70
and did a total of

ays
Mr.
Employee’s purp
per stop/over 14
plus $155.1 for 8
stops over on 11
e Mrs. Employeew: rds.
It appears Route
considering he is

Seller/Broker rec

8 APD PDF_Reports_02-02-
9 Seller/Broker Employee D
10 Seller/Broker Employee D)



Estimated Vehicle Values

In 2014 Route Express purchased 12 vehicles with a purported value of $812,800 (or an average value of
$28k per vehicle ). Today, Route Express has a fleet of 17 vehicles with an approximate value of
$481,185 (or an average value of $25k per vehicle) according to February 2023 Price Digest's
Commercial Truck Blue Book for vehicle specifcations provided by the Seller/BRoker. For over 90 years,
the Truck Blue Book has served as the benchmark for comprehensive commercial vehicle VIN-driven
identification, specification and market valuations covering 1981 to current model year medium and
heavy-duty trucks.!" The average age of the fleet is 8 years old, which challenges the ability to have more
profitable operations due to repair and maintenance costs of an older fleet. The Price Digests valuation
information is found in the table on the following page.

1 www.pricedigests.com

Page 19 of 26



Route Express Estimated Vehicle Values

Price Digests Blue Book Value as of February 2023*

Value (Avg of
med Retail & Trade

fition In) Trade In Wholesale Finance

ge to

468161 |1FC3E«
od

$32,687 $35,336 $30,038 $29,329 $26,502

ge to

465564 |[1F65F5
od

$36,192 $39,126 $33,258 $32,475 $29,346

ge to

428884 |1FC3E:
od

$27,316 $29,530 $25,101 $24,510 $22,147

ge to

418328 |1F65F5
od

$29,977 $32,406 $27,547 $26,898 $24,305

ge to

415649 |[1FC3E-
od

$25,231 $27,277 $23,185 $22,640 $20,457

ge to
od

ge to
od

ge to
od

ge to
od

ge to
od

ge to
od

, But
306644 [1FC4E: E:g $16,223 $17,538 $14,908 $14,556 $13,154
jition
, But
201044 [1FVAC\ :i:g $44,003 $47,570 $40,436 $39,484 $35,678
jition
, But
302684 ([1GBOG E:g $12,774 $13,809 $11,738 $11,461 $10,356
lition
,But
444801 |4UZAA ;)i:g $28,402 $30,704 $26,099 $25,484 $23,029
jition
, But
85954  |4UZAAF E:g $17,918 $19,370 $16,465 $16,077 $14,528
{ition
, But
320853 [1FDXE« E:g $9,151 $9,892 $8,409 $8,211 $7,419
Condition
17 Total $ 431,185 $ 466,138 $ 396,232 §$ 386,897 $ 349,608

412753 |[1F65FS $29,537 $31,931 $27,142 $26,503 $23,948

402579 [1F65FS $25,618 $27,694 $23,541 $22,986 $20,771

401918 |1F65F5 $25,569 $27,641 $23,496 $22,942 $20,731

324766 [1F66FS $24,816 $26,828 $22,804 $22,267 $20,121

313395 |1F66F5 $22,545 $24,372 $20,717 $20,229 $18,280

313396 |1F66FS $23,231 $25,114 $21,348 $20,845 $18,836

MyGround Support noticed numerous anamolies in the purported “P” size of some vehicles reported by
the Seller/Broker. Several vehicles were denoted as P1000s by the Seller/Broker, however vehicles
specicifcations do not support a P1000 size, but rather a P700 size. This was found during VIN
specification lookups on the chassis of vehicles showing the vehicle only had a 158in whellbase. A 158in
wheelbase is for P700s, not P1000s which ususally have a 178in wheelbase. The Seller is strongly
encouraged to do a physical inspection of all vehicles to confirm the “P” size as the estimated values
would be overstated if many of the vehicles are indeed P700s and not P1000s. An ASE certified

mechanic should also throughly review all the vehicles.
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Vehicle Replacement Costs — Impact to Free Cash Flow

Route Express’ has not been diligent in reinvesting capital into new vehicles. The average age of the fleet

is 8 years old, which challenges the ability to have more profitable operations due to repair and
ertly reinvest capital into vehicles, or

properly peform needed capital
replaced each year and the average
de due to maintance and repair costs.
llowing page. It is important to note it

ed to the right.
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Estimated Value of FedEx Routes & Vehicles

MyGround Support utlizes formal methods for estimating valuations of FedEx Routes and does not use
subjective, unqualified general multipliers seen in use by sales oriented FedEx Route brokers. Shannon
P. Pratt was recognized as the foremost authority in business valuation and was a legendary author and
teacher of the many concepts used today throughout the world. He authored his first valuation book,
“Valuing a Business: The Analysis and Appraisal of Closely Held Companies” (“Valuing a Business”), in
1981. That book served as the basis for educating thousands of business valuation consultants. Valuing a
Business was quoted over the years in other publications, referenced by attorneys tackling litigations

where valuation was an issue, and cited in court decisions.

A key valuation technique outlined in valuing the assets of a business is the Discounted Cash Flow
(DCF). The DCF formula is an income-based valuation approach and helps in determining the fair value
of an asset or business by discounting the future expected cash flows. Under this method, the expected
future cash flows are projected up to a forecasted period of the asset or business in question and the said
Cash Flows are discounted by a rate called the Discount Rate to arrive at the Present Value. The DCF
represents the value an investor would be willing to pay for an investment, give the required Rate of
Return on their investment (the discount rate).

Discounted cash flow valuation was explicated by John Burr Williams in his publication The Theory of
Investment Value. The Theory of Investment Value was referenced by Warren Buffett in his 1992 annual
shareholder letter as “the equation for value”. The basic DCF present value formula is:

CF;

(1+41) ™

e CFt = cash flow in period t
e 1= appropriate discount rate given the riskiness of the cash flow (or WACC)
e r = forecasted period of cash flow

In order to generate the DCF analysis various source data must be assembled and an EBITDA (Earnings
Before Interest, Taxes, Depreciation, and Amortization) is calculated. Capital expenditures are then
deducted from the EBITDA to determine a free cash flow, or cash after taking in account for the ongoing
vehicle needs of the business (i.e. vehicle replacement).

MyGround Support utilizes modeled revenue of $1.785M and assumes the Buyer would be able to a
obtain follow-on ISPA for 5 consecutive years. As noted in an earlier section of this documents,
ISPAs expire and do not renew. Making any investment or purchase in FedEx Routes holds very high

risk as there is no guarantee of any kind a follow-on agreement, especially 5 consecutive years. Free
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cash flow is based on the model operating margin less capital expenditures modeled given the likely

vehicle replacement schedule needed.

Given higher than historical costs of capital financing rates, an r rate, or required rate of return was set at
12 other
wo| . DCF

ind e vehicles

themselves. The table below outlines the results.

AGREEMENT EXPIRES - ASSUMED A NEW CONTRACT CAN BE OBTAINED AT EACH END OF CONTRACT WITH FAVORABLE RATES/TERMS

Revenue (2% Annual Growth In Revenue)

Operating Profit (See Proforma Modeled P&L for Estimated %)
Less: Taxes (taxes excluded)
Less: Capital expenditures

Free Cash Flow

PV Factor ( Sip 1

Present Value

Cummulative PV by Year

Notes
[a] Assumes 5% annual growth thereafter
[b] Assumed profit margin in accordance with current operating margin

[c] Assumes a discount rate (r) of 12% (Current SBA Rates at 10.75%)

Potential Valuation Based on DCF

5 Year Commulative PV
Vehicle Estimated FMV
Total Potential Value y
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Cash Flow with Debt Financing

While DCF
Assuming a purchase price of $581,185 for the FedEx Routes and vehicles, cash flow with financing was
modeled. Itis assumed a total investement of $582,185 would be needed whereby 20% provided by the
Buyer, 70% by a 10 year SBA back loan at 10.8% interest and a 8 year Seller note at 9.5% fo the
remaining term.

as vehicle repla

Cash Flow with Financin
Hypothetical Purchase Price of CSA:
Purchase Price of Vehicles:

Total to Seller via Purchase

Working Capital:
Other:

Total Investment:

Amount Interest Rate % Term (Months)
Buyer Down Payment - Fund Injection S 116,437
Commercial or SBA Backed Financing S 407,530 10.8% 120
Seller Financing $ 58,219 9.5%!] 36

Free Cash Flow Prior Commercial/SBA

Cash Flow From Commercial Financing = Seller Financing to Principal Payment Financing Principal Seller Financing  Cash Flow After

Operations Interest Interest (Excludes Amortization) Payment Principal Payment  Debt Service
Year 1 S 98,284 | S (42,649)| $ (4,777)| $ 50,858 | $ (24,026)| $ (17,601)| $ 9,230
Year 2 S 100,249 | § (39,935) § (3,031)| $ 57,284 | $ (26,740)| $ (19,348)| § 11,196
Year 3 S 102,254 | $ (36,914)| $ (1,110)] $ 64,230 | $ (29,760)| $ (21,269)| $ 13,201
Year 4 $ 104,299 | S (33,552) 5 70,747 | $ (33,122) $ 37,625
Year 5 $ 106,385 | $ (29,811) $ 76,574 | $ (36,863) $ 39,711
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Appendix A — Client Supplied Data Used in Derivation of Document

The client supplied files and information are found at

XXXX
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