Cantera Negra Anticipates Opportunity
and Strikes a Profitable Deal

After sampling tequila served from an unmarked barrel at a small
local bar in Cabo San Lucas, Mexico, Lance Gildner spent nine
years searching for the name of the distiller. He planned to share his
extraordinary experience with family and friends.

Finally, in 2015, his persistence was rewarded not only with the
discovery of the name Cantera Negra but also with an invitation to meet
the Becherano family, who owned and operated the distillery in Mexico.

Though it didn’t exactly fit his profile as a tax attorney, Lance trusted the
product and bought an exclusive license to import the products to the U.S.

Accelerating Quickly

Early on, Lance hired Mike Joseph as CEO and President. Together,
they learned the industry and distributed Cantera Negra themselves, over
time hiring a small team to help. “From the beginning, it took on a life
of its own,” says Lance Gildner, Founder.

Tequila was growing in popularity in the States—and it was clear others
shared Lance’s love for Cantera Negra as their drink of choice. In just
three years, Lance and Mike increased case sales by over 250x and
expanded distribution from 2 states and 70 locations in 2017 to 22 states
and 3,500 locations in 2021.

“As the pace picked up, we realized that, at some point, Cantera
Negra would be too big for us,” says Lance. “The infrastructure,
financial abilities, and human hours required would far outweigh our
tiny team’s resources.”

Lance and Mike decided they needed someone with the background and
abilities to prepare them for a possible acquisition.

Preparing for a Future Acquisition Opportunity

As a tax attorney, Lance had been a part of dozens of M&A deals. Mike
had run a large company and had significant operational experience.
Still, they wanted strategic guidance and began interviewing investment
banking firms.
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“Initially, we got feedback from a few investment bankers,” says Lance.
“They all thought we were premature. RKCA showed a genuine interest
in finding out exactly what we needed to do to be ready.”

Once RKCA got involved, they began putting Cantera Negra through
the typical acquisition process, even before they sourced offers. For 6-7
months, Lance and Mike gathered an abundance of information and
RKCA assembled it into the right form for a sale.

Even though Lance and Mike had experience with acquisition deals,
RKCA’s guidance was invaluable. “Putting everything together was

an onerous task, and we weren’t prepared for it. One of the things

that helped was that RKCA made specific requests that enabled us to
package information so that it would be easy to serve up when the time
was right. RKCA got us started and gave us a roadmap.”

Lance and Mike painstakingly collected copies of all contracts,
agreements with every company and distributor they worked with,
all their sales information, and more—no detail was left hidden, even
though some of it was buried in disparate file cabinets.

However, the biggest asset RKCA offered was its analysis. “We knew
we were growing,” says Mike. “But RKCA took data from the last
two years and identified high-growth markets and emerging growth
markets. They painted our business clearly and packaged it in a
meaningful, favorable way.”

Readiness Pays Off

As Lance and Mike continued to work with RKCA, their business
generated interest. However, most of the larger spirits companies had
certain expectations for sales volumes that wouldn’t be met until Cantera
Negra was a little further along. Lance and Mike planned to spend
another year focused on growth when they met Deutsch Family Wine &
Spirits through Chief Operating Officer David Szydlik.

Deutsch had been looking for a good tequila for years and hadn’t found
the right fit. Even though they were in serious conversations with
another tequila brand, they tasted a few of Cantera Negra’s samples and
immediately asked to pursue a deal.

Given the preparation they had done, Lance and Mike were ready
to begin diligence right away. “RKCA enabled us to hit the ground
running,” says Lance. “For them, preparing for an acquisition was like
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its own. We looked
professional and we
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Lance Gildner, Founder
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reciting the alphabet. Because of RKCA’s work, we were prepared to
move quickly and the process took on an inertia of its own. We looked
professional and we had a good product.”

They might have been premature when they began working with
RKCA, but by the time an attractive buyer came to the table, Cantera
Negra was ready.

Structuring the Right Deal

In the spirits industry, buyers often test a brand by operating as a partner
before dropping big money in an immediate acquisition. ““They want to
make sure they aren’t buying a story,” explains Lance. The first step was
entering into a joint venture with Deutsch as Cantera Negra’s exclusive
global sales and marketing partner, which would mutually benefit both
parties. At the end of an agreed-upon timeline, they would have the
option to buy Lance and Mike out completely.

Ensuring favorable options for Cantera Negra required finessing terms
throughout the year-long negotiation process. Lance and Mike, wanting
to lead the negotiations, began speaking with Deutsch weekly, then daily,
and eventually multiple times a day.

Yet it was RKCA guiding them every step of the way, asking hard
questions, challenging subtle details, and encouraging Lance and Mike to
remain objective. “I was prepared to call our deal off twice,” says Lance.
“There’s a tendency to want to “give” to some extent to keep the deal
alive, but RKCA assured us that we weren’t making a mistake holding
our ground. They were determined to get us the outcome we wanted
and nothing less.”

Fortunately, for Cantera Negra and Deutsch, the timing was perfect.
Deutsch is positioned to grow rapidly with their new tequila brand,
which will significantly boost Cantera Negra’s value and increase the
value of a future buy-out.

Upon Reflection

“Now that we’ve gone through the process, I would use RKCA again
tomorrow,” says Lance. “Only this time, I’d flip roles. Instead of
handling negotiations and telling Deutsch we had to talk to our advisors,
I would let RKCA take the lead at the negotiation table.”

Surrendering any control had been hard for Lance. “There was so
much at stake,” Lance explains. “Now I would trust RKCA to take
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care of everything. We wouldn’t have had a deal to begin with—and
we wouldn’t have finished one—if it weren’t for RKCA.”

DISCLAIMER: The content of this material was obtained from sources believed
to be reliable. However, RKCA does not warrant the accuracy or completeness
of any information contained herein and provides no assurance that this
information is, in fact, accurate. The information and data contained herein is for
informational purposes only and is subject to change without notice.

The material is provided solely for informational purposes and does not consider
the specific objectives, circumstances or profile of any particular buyer or seller
and should not be relied upon for any specific course of action. This material
should not be considered, construed, or followed as investment, tax, accounting,
or legal advice. Any opinions expressed in this material are those of the authors
and do not necessarily reflect those of other employees of RKCA. Market data
proprietary to source cited, may not be reprinted, reproduced, or used without
permission from the source or RKCA.

The persons providing the testimonials on this website have experience in the
services that RKCA, Inc. provided. Their respective experience with RKCA, Inc.
may not be representative of all other Clients of RKCA, Inc. Testimonials are
not paid for by RKCA, Inc. Testimonials do not constitute a guarantee of future
performance or success related to any product, transaction or service.

Investing involves the risk of loss. Past performance is not indicative of
future results. The content of this material should not be construed as a
recommendation, offer to sell or solicitation of an offer to buy a particular
security or investment strategy.

Investment banking services provided by RKCA, Inc., Member SIPC/FINRA.

Non-securities related services provided by RKKCA Services, LL.C. 1077 Celestial
Street, Cincinnati, Ohio 45202. Phone: 513.371.5533.
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