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NW Market Overview

Deal Count & Median Deal Size

The second quarter of 2022 saw a consistent level 
of NW middle market M&A activity as was seen 
in Q1, with only a slight contraction. Compared to 
the period immediately preceding the onset of the 
COVID-19 pandemic, deal volume has returned to 
very similar levels; In Q1 2020, 205 middle market 
deals took place in the NW, compared to 201 in the 
most recent quarter. This suggests a leveling out of 
the market after the valleys and peaks of the past 
two years. 

Fears of rising inflation and impending recession 
has slowed some deal activity, specifically from 
strategic buyers. We have heard rumors of some 
large corporations putting a temporary hold on their 
acquisition activity given the current macroeconomic 
climate. However, financial acquirers remain 
consistently active. 

In our current active deals, we have seen strong 
interest from prospective buyers (strategic & 
financial), and multiples remain high for companies 
in desirable industries. 

Managing Director Tony Richardson is optimistic 
about the M&A market trends, and has stated that: 

“Even with some recessionary signs looming, the NW 
market remains strong, and sellers can still expect 
positive outcomes in the M&A process. Although 
PNW deal activity in the first two quarters of 2022 
was down a little more than 5% from the first two 
quarters of 2021, overall deal activity for the first half 
of 2022 is still historically strong. It has outpaced deal 
activity in the first half of every year from 2015-2020, 
except in 2018 which outpaced 2022 by a mere 2 
deals.”
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Transaction Spotlight

Alexander Hutton is pleased to announce the sale of 
Whalen Tire of Butte, Montana to Pomp’s Tire Service 
of Green Bay, Wisconsin.

Regarding the transaction, Alexander Hutton 
Managing Director James Thompson said, “We are 
very pleased to have served the Whalen family in 
their sale to Pomp’s Tire Service, a family-owned 
chain of tire service centers located in Green Bay, 
Wisconsin. Due to Pomp’s continued geographical 
expansion, Whalen’s Montana-based footprint was 
ideal. Given the strong alignment and fit between 
the parties, we were thrilled to assist the Whalens 
throughout this transaction.”

Commenting on the work of Alexander Hutton, 
Whalen Tire President Tom Whalen said, “As a 
family business, it can be complicated finding a 
transaction that satisfies all parties. The Alexander 
Hutton team appreciated that nuance and found 
us an ideal partner in Pomp’s Tire Service of Green 
Bay, Wisconsin. While a much larger family business, 
Pomp’s gives our people the opportunity to continue 
to thrive. Put simply, this was a complicated deal and 
we could not have done it without the Alexander 
Hutton team.” 

Paul Wochinske, President of Pomp’s Tire Service, 
said, “We are very pleased to expand our footprint 
into Montana and Washington, states that are 
experiencing significant post-pandemic growth. The 
Whalen family has built a very strong team of tire 
experts in ideal locations, and we expect to continue 
their long and successful track record serving 
customers.”

Legal counsel for the Whalen shareholders was 
Datsopoulos, MacDonald and Linde, while Pomp’s 
Tire Service was represented by Hager, Dewick & 
Zuengler, S.C. Financial terms of the transaction were 
not disclosed.

Whalen Tire has been acquired by Pomp’s Tire Service

Alexander Hutton
Mergers & Acquisitions

Has been acquired by

M&A SELL-SIDE
Distribution

Headquartered in Butte Montana, and with nine 
locations throughout the state and Spokane, 
Washington, Whalen Tire has been serving customers 
since 1961. The company offers nationally recognized 
tire brands including BFGoodrich, Bridgestone, 
Continental, Cordovan, Firestone, Greenball, Kumho, 
Michelin, Uniroyal and Yokohama.

Founded in 1939, Pomp’s Tire Service has grown to 
include over 120 locations in 11 states, 18 retread 
plants, one wheel manufacturing facility, and three 
original equipment manufacturing facilities. Pomp’s 
Tire now consists of nearly 2,100 employees.
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Market Commentary

• Accelerates growth of revenue and profit through 
compatible acquisitons

• Acquires new products and services, intellectual 
property, and/or market channels

• Seeks to increase efficiencies and enhance 
margins by eliminating duplicate expenses

• Increases sales across buyer and target 
companies through effective cross-selling to 
current customers

• Time to market and cost of entry are usually key 
factors

• Seeks investments or acquisitions that meet 
specific investment parameters

• Develops a strong thesis in certain industries and 
works to achieve goals

• Considers majority and minority investment 
opportunities

• Cash flow, income growth, asset growth, and 
return on investment are key considerations

In our 37 years and 221 transactions, we have facilitated 
approximately half of our client transactions with Strategic 
(industry) and half with Financial (Private Equity/Family Office) 
acquirers/investors. Based on this experience, we are exceptionally 
well positioned to help clients understand the differences in these 
transactions.

How Transactions Differ with Strategic and 
Financial Buyers

Strategic Sale

Acquistion Motives of Buyers Acquistion Motives of Buyers

Transaction Characteristics

Transaction Characteristics

Financial Sale

• Offers a higher valuation than other buyers due 
to the microeconomics of revenue and expense 
synergies

• Potentially increase risk to the seller from 
possible or actual competitive position of buyer

• Transaction timeline depends upon acquistion 
experience of the buyer

• Time frame for achieving investment goals varies 
from a few years to indefinite periods

• Values companies based on multiple factors 
including historical financials, performance, 
market trends, etc.

• Prefers financing most transactions with equity 
and debt

• Transactions occur quickly due to readily 
available cash from investors

• Continuity of key management team is usually 
required

Scott Hardman
Managing Director
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M&A Insights
10 Things I Learned as a Seller and as an M&A Advisor

For the first 25 years of my career, 
I worked in a variety of consulting 
and implementation roles primarily 
related to helping customers adopt 
new technologies. From various roles at 
Microsoft in different product groups and 
services organizations, with the majority 
of that time spent in Microsoft Consulting 
Services. In 2005 I took the lessons 
learned at Microsoft and founded Xtreme 
Consulting Group, Inc. Over the next 12+ 
years of operating my business I learned 
the intricacies of the industry, and 
through a combination of organic growth 
and acquisitions we were able to grow 
Xtreme to a peak of $84M in revenue. 

Upon selling my business, I entered the 
world of mergers and acquisitions; since 
then, I have served as an M&A advisor to 
many other entrepreneurs going through 
the same journey. Some of my expertise 
has come from my own first-hand 
experience buying businesses and selling 
my company, and some I have acquired 
during the past six years as an investment 
banker.  

1. Cash-free / debt-free – not as 
simple as it sounds

Most M&A transactions are negotiated 
on a cash-free and debt-free basis. This 
means that the seller keeps all cash and 
pays off all debt at the time of the sale. 
However, it is never that simple. Cash 
and debt issues are often identified later 
in the transaction and negotiated in the 
purchase agreement. It is important to 
have competent M&A attorneys and 

investment bankers negotiating on your 
behalf.  

2. Working Capital peg – a negotiation 
sticking point

While sellers intend to sweep excess 
cash from their business at the time of 
close, they must leave enough money 
in the company’s bank account to allow 
the business to operate normally. This 
amount is called the working capital peg, 
and the precise amount is negotiated 
between the buyer and seller, preferably 
with the assistance of a competent 
advisory team. The peg is typically 
determined by taking an average of a 
normalized or adjusted net working 
capital for the last twelve months or, in 
some cases, a shorter period. A higher 
or lower working capital peg has a direct 
impact on the amount of cash a seller 
takes home. 
    
3. Representation and Warranty 
Insurance – Is it necessary? Who pays 
for it? 

Rep and warranty insurance is becoming 
increasingly common in private 
transactions, especially in transactions 
of reasonable size or complexity. It is 
estimated that it is used in 20-25% of 
US private transactions. Commonly, 
the buyer will implement a policy that 
provides them a source of recovery in the 
event of a breach, while also reducing the 
seller’s escrow and exposure to rep and 
warranty claims.  

Tony Richardson, Managing Director
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“To the right 
investment banker, 
your life’s work will 
not be ‘just another 

transaction.’”

6. How to boost valuation by focusing 
on key metrics

Each industry has key metrics that 
investors use to assess the value of a 
business. Understanding key metrics, 
including what baselines to expect and 
how to improve them, will help you 
achieve a premium valuation for your 
business. Seeking an early understanding 
of these metrics allows you to set a 
culture and incentive structure that 
motivates your management team to 
achieve specific goals.

7. The importance of understanding 
your buyer universe

The potential buyers of your 
business fall into two groups, 
strategic and financial acquirers. 
Each has different incentives 
and motives for acquisition. To 
reach the best outcome in a sale, 
you should get to know both 
groups and what attracts them 

to acquire. It can be overwhelming to 
identify the appropriate relationships to 
cultivate, so finding a well-informed M&A 
advisor with industry knowledge and 
established relationships in each group is 
prudent.

8. How to know if your financials will 
withstand due diligence

Clients frequently ask us if we think their 
financials are in good enough shape 
for their company to sell. “Do I need 
reviewed or audited financials?” “How 
sophisticated must my accounting team 
be?” “How quickly should we close out 
each month?” Initiating a sale process 
without credible financials can be a quick 
path a disappointing result. A trustworthy 
M&A advisor will analyze your financials 
and determine if they simply need fine 

4. Asset sale vs. stock sale – which is 
best? 

As a general rule, buyers prefer asset 
sales and sellers prefer stock sales. When 
a company is sold via an asset sale, 
the buyer purchases individual assets, 
while the seller frequently maintains 
longer-term liability obligations. When a 
company is sold via a stock sale, the seller 
typically experiences tax advantages 
and no longer maintains liabilities. 
Prior to considering an offer under 
either scenario, you should have a tax 
professional calculate your net proceeds 
and any potential long-term liabilities.  

5. Investment 
bankers / 
brokers are not 
fiduciaries

Attorneys, 
Accountants, 
RIA’s, etc. are 
fiduciaries. 
Investment bankers and business brokers 
are not. Make sure you find someone 
you trust and has your best interest in 
mind. To the right investment banker, 
your life’s work will not be “just another 
transaction.”

Since my own company’s acquisition in 
2018, I have served as an M&A advisor 
to many entrepreneurs undertaking the 
same journey. Through managing dozens 
of transactions as an M&A advisor, I 
have gathered the following additional 
insights that I wish I had known when 
commencing my own sale.
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Tony Richardson
Managing Director

to operate their business until the sale 
closes. The M&A process is complex and 
time consuming. Speak to an advisor and 
find out what you don’t know. 

Is your business ready? Could some 
small tweaks significantly improve your 
company’s value to potential buyers? 
Are there other buyers that should be 
included in the process to make it more 
competitive and increase offer prices? 
A reliable M&A advisor will guide you 
through the process and ensure that you 
procure the best outcome for yourself 
and your business.

tuning before your business goes to 
market, or if they need a full review by a 
reputable accounting firm.

9. The wide variety of exit 
opportunities available

Many exit scenarios exist for business 
owners, including some they may never 
have considered. Sellers can choose 
to sell their whole business or retain 
a percentage of ownership and sell a 
minority or majority stake. They could 
choose to sell to a larger company in their 
industry in a strategic sale or to a financial 
company, such as a private equity firm, 
in a financial sale. There are often 
opportunities for sellers to “roll” their 
own equity into the new, combined entity 
post-transaction. There are many options 
that can provide you with the solution 
you are seeking based on your end goal. 
A good M&A advisor is in the business of 
creating options so that you can choose 
the one that’s right for you.

10. An M&A advisor can bring 
significant value to the seller 

Business owners often come to me with 
an offer for their business already in hand 
and ask me why they should consider 
hiring an M&A advisor. My response is 
to ask them how much value they put on 
certainty of closure, attaining premium 
valuation, and keeping their time free 

“The M&A process 
is complex and time 

consuming. Speak to 
an advisor and find out 
what you don’t know.”



Northwest Market Update | 2nd Quarter 20229

The Alexander Hutton Team

James Thompson | Managing Director
jt@alexanderhutton.com

206.792.1963

Tony Richardson | Managing Director
tr@alexanderhutton.com

206.612.5426

Sarah Evered | Associate
severed@alexanderhutton.com

206.446.7449

Bailey Robertstad | Analyst
brobertstad@alexanderhutton.com

206.792.1967

Jorge Espinosa | Senior Analyst
jespinosa@alexanderhutton.com

206.792.1967

Shane Jansen | Vice President
sjansen@alexanderhutton.com

206.792.3075

Stephen Humphreys | Strategic Advisor
shumphreys@alexanderhutton.com

206.949.3451

Henry Lin | Strategic Advisor
hlin@alexanderhutton.com

206.459.4221

Scott Hardman | Managing Director
shardman@alexanderhutton.com

206.792.1964

Kent Johnson | Managing Director
kjohnson@alexanderhutton.com

206.792.1962
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Who We Are

What We Do

Contact Us

With 221 completed transactions, Alexander Hutton is the most 
established Middle-Market Investment Banking firm in the 
Northwest.

Since 1986, we have completed more deals than any other middle-
market investment banking firm in the Northwest.

Our clients are in a variety of industries that reflect the 
Northwest’s worldwide expertise in manufacturing, technology, 
services, healthcare, & logistics.

Alexander Hutton is a very proud member of the Northwest region 
and puts great value in our local connections and nuturing our 
community from all levels of our firm.

M&A Advisory Debt Advisory Strategic Advisory

Alexander Hutton
1301 5th Ave, Ste 3405
Seattle, WA 98101
info@alexanderhutton.com

http://www.alexanderhutton.com


