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Command Center’s posted quarter for Q4-F18, reflected revenues of $24.4 million which were $525,000 or about 

2% above our estimates.  Gross margins came in at 27%, which was easily the best margin performance of any 

quarter of the year. In fact, we think we would need to go back to pre-2015 to find a better margin number. 

Consequently, (although not entirely) net income came in at $1.08 million crushing our estimate of $445,000.   In 

our view that was a promising end to a year that had some challenges, including some extraordinary charges along 

the way that we still believe may have disguised some of the underlying value of the Company.  That viewpoint 

brings us to the Company’s recent announcement regarding their merger with privately held staffing company Hire 

Quest.  That announcement is included below, but here are some our observations regarding the transaction.  

First Hire Quest will own 68% of the combined entity and existing Command Center shareholders will own the 

remaining 32%.  The Company will offer a tender of up to 1.5 million Commanded Center shares (roughly 30% of 

the outstanding) for $6 per share.   That means if you are a Command Center shareholder, you can exchange up to 

(roughly) 30% of your shares for $6 in cash and hold the balance in the combined entity and presumably sell those 

in the open market whenever you deem that appropriate.  If some of the Command Center shareholders choose not 

to take their pro rata share in cash, then you may able to sell some additional shares to the Company under the tender 

offer.   

In terms of valuation, the news release states that the combined entities believe that they can “produce annual 

EBITDA in excess of $15 million, exclusive of growth opportunities.”  To put that into perspective, we think the 

collective staffing industry trades with EBITDA/EV multiples of 8+. So then, 8X the projected $15 million of 

EBITDA would equate to a $120 million.  If we take Command Center’s portion of that value (32% post-merger) it 

implies a valuation for Command Center of  $38.4 million.  If we divide that by the roughly 4.7 million outstanding 

shares of Command Center, it comes to around $8.21 per share. If we assume that EBITDA will be in “excess” of 

$15 million and/or we use a bit higher multiple (several in the industry trade higher) then we get close to our $8.75 

price target. To translate, we think the transaction is in the ballpark of fair, based on our targets/analysis.  

We are not sure how to handle this from a research perspective.  As we suggested, we believe our $8.75 target is 

more representative of fair value than the $6 tender offer.  Further, we think the combination may prove synergistic, 

which would suggest that the best path here is to continue owning the (combined) stock. However, we will have to 

reassess continuing the coverage as we learn a bit more as this may be getting out of our wheelhouse.  In the 

meantime, we are pleased to see something that begins to unlock some of the value we have been pounding the table 

about on CCNI.     

  

 

Command Center Announces Definitive Merger Agreement, Transition to Franchise Model 

Business Wire Business Wire•April 8, 2019 

DENVER--(BUSINESS WIRE)-- 

Command Center, Inc. (CCNI) (“Command Center” or the “Company”), a national provider of 

on-demand and temporary staffing solutions, today announced it has entered into a definitive 

agreement (“Merger Agreement”) to merge with Hire Quest Holdings, LLC (“Hire Quest”), 

operating as Trojan Labor and Acrux Staffing, a privately-held provider of blue collar, light 

industrial and administrative staffing, in an all-stock transaction. Rick Hermanns, Chief Executive 

Officer of Hire Quest, has 29 years of experience in the temporary staffing industry and will serve 

as Chief Executive Officer of the combined entity. 

As consideration for the ownership interests of Hire Quest, Command Center will issue 

approximately 9.8 million common shares to Hire Quest’s members. As a result, the current 



3  

  

owners of Hire Quest will own approximately 68% of Command Center, of which Hire Quest will 

be a wholly-owned subsidiary, and Mr. Hermanns will beneficially own approximately 39% of 

Command Center. At closing, there will be approximately 14.5 million common shares issued and 

outstanding, and Hire Quest will be acquired on a cash-free/debt-free basis. In conjunction with 

the transaction the Company also intends to commence a self-tender, as described below, 

available exclusively to existing Command Center shareholders. 

Rick Coleman, President and Chief Executive Officer of Command Center stated, “This exciting 

transaction is the culmination of the strategic review process initiated by the Company’s Board 

of Directors (the “Board”) with the help of our investment banker, D.A. Davidson. During this 

review, we identified an opportunity to combine with Hire Quest, creating immediate scale and 

allowing us to transition our existing branches to a franchise model. By modeling Hire Quest’s 

success as a franchise operator, we will create a system that is more customer- and employee-

centric, more decentralized, and one in which local franchise owners are incentivized to achieve 

maximum results. Hire Quest has 93 branches in 20 states, presenting a strategically ideal 

geographic footprint with Command Center’s 67 branches in 22 states. Over the coming weeks, 

we will thoughtfully evaluate our operations in the limited areas of overlap and believe that all of 

our combined operations will benefit from our significant economies of scale. If Hire Quest 

revenue were determined on a similar basis as Command Center’s, as if all locations were owned 

rather than most being franchises, then estimated system-wide unaudited revenue for the year 

ended December 31, 2018 would have been approximately $189 million. Based on our current 

projections, after some period of integration and normalization, we believe the combined entities 

will produce annual EBITDA in excess of $15 million, exclusive of growth opportunities.” 

EBITDA represents earnings before interest income, interest expense, income tax expense, 

depreciation and amortization of intangible assets. EBITDA is a non-GAAP financial measure 

and should not be considered in isolation or as a substitute for financial information provided in 

accordance with U.S. GAAP. 

The transaction is expected to close in the second quarter of 2019, or shortly thereafter, subject 

to standard closing conditions, including approval by Command Center shareholders of i) an 

amendment to our charter to increase authorized shares of Company common stock, ii) a change 

in the name of the Company to HireQuest, Inc., iii) the issuance of Company common stock 

pursuant to the Merger Agreement and iv) the resulting change of control pursuant to Nasdaq 

listing rules. Upon closing of the transaction, Hire Quest will be merged with a subsidiary of 

Command Center to become a wholly-owned subsidiary of the Company, and immediately 

thereafter merge with and into a second wholly-owned subsidiary of the Company. Command 

Center will discuss the potential financial impact of the expected merger on its fourth quarter 

earnings call scheduled for April 10, 2019. The Company will file with the Securities and 

Exchange Commission (“SEC”) a proxy statement containing full details of the proposed 

transaction, which will be delivered to the Company’s shareholders following SEC review. 

Hire Quest operates its business primarily on a franchise model, which allows operating revenue 

from staffing services to stay at the franchise location. We expect that as Command Center 

converts its branches to independent franchises post-transaction, its revenue will decrease but its 

operating margins and profitability will increase. 

Mr. Hermanns stated, “This transaction represents an exciting path forward for Command Center 

and its shareholders. The merger will create a strong national presence and meaningful scale, 

helping us capture market share. More importantly, as we transition to the franchise model, we 

expect to generate improved levels of profitability and cash flow. We are excited to join with 

Command Center and look forward to unlocking the benefits of a national scaled platform.” 
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Tender Offer 

In connection with the transaction, Command Center, Inc. intends to commence a self-tender offer 

at $6.00 per share for up to 1,500,000 shares of its common stock that is contingent on the closing 

of the merger described above. If the number of shares properly tendered at the $6.00 per share 

purchase price and not properly withdrawn prior to the expiration date of the tender offer would 

result in the purchase of more than 1,500,000 shares, Command Center will purchase shares 

tendered on a pro rata basis. The tender offer will not be conditioned upon any minimum number 

of shares being tendered. 

Neither Command Center nor its Board is making any recommendation whether stockholders 

should tender or refrain from tendering their shares. Command Center is not making a 

recommendation as to whether stockholders should tender shares into the offer because it believes 

that stockholders should make their own decisions based on their views as to the value of 

Command Center’s shares and its prospects, as well as stockholders’ liquidity needs, investment 

objectives and other individual considerations. Stockholders must decide whether to tender their 

shares and, if so, how many shares to tender. Stockholders should discuss whether to tender their 

shares with their broker or other financial or tax advisor. 

Command Center was advised by D.A. Davidson & Co. and Olshan Frome Wolosky LLP on the 

transaction while Hire Quest was advised by Raymond James and Hill Ward Henderson. 

Important Information for Shareholders 

This press release shall not constitute an offer to sell or the solicitation of an offer to buy any 

securities, nor shall there be any sale of securities in any jurisdiction in which such offer, 

solicitation or sale would be unlawful prior to the registration or qualification under the securities 

laws of any such jurisdiction. 

Certain Information Regarding Participants 

Command Center, and its directors and executive officers may be considered participants in the 

solicitation of proxies in connection with the proposed transaction. Information about the 

directors and executive officers of Command Center will be set forth in its Annual Report on Form 

10-K for the fiscal year ended December 28, 2018, which will be filed with the SEC when it 

becomes available, and its proxy statement, which will be filed with the SEC when it becomes 

available. You may obtain these documents (when they become available) free of charge through 

the website maintained by the SEC at http://www.sec.gov. 

Cautionary Note Regarding Forward-Looking Statements 

This press release contains forward-looking statements within the meaning of the Private 

Securities Litigation Reform Act of 1995 including statements regarding the merger with Hire 

Quest and the tender offer, and the expected benefits from such transactions, including economies 

of scale, increased profitability and cash flows and the ability to capture additional market share. 

All statements other than statements of historical facts contained herein, including the statements 

identified in the preceding sentence and other statements regarding our future financial position 

and results of operations (such as expected annual EBITDA), liquidity, business strategy and 

plans and objectives of management for future operations, are forward-looking statements. The 

words “believe,” “may,” “estimate,” “continue,” “anticipate,” “intend,” “should,” “plan,” 

“could,” “target,” “potential,” “is likely,” “will,” “expect” and similar expressions, as they 

relate to us or Hire Quest, are intended to identify forward- looking statements. We have based 

these forward-looking statements largely on our current expectations and projections about future 



5  

  

events and financial trends that we believe may affect our financial condition, results of 

operations, business strategy and financial needs as a combined company. 

Important factors that could cause actual results to differ from those in the forward-looking 

statements include: the possibility that the merger and/or the tender offer will not close; the 

possibility that anticipated benefits from the Merger will not be realized, or will not be realized 

within the expected time period; the possibility that the Merger does not close, including, but not 

limited to, due to the failure to satisfy the closing conditions including the failure of the Company 

to obtain the Required Approvals pursuant to the Merger; the risk that the Company and Hire 

Quest businesses will not be integrated successfully and disruption from the Merger making it 

more difficult to maintain business and operational relationships; the possibility that only a 

fraction of the shares covered by the tender offer will be tendered; and the possibility that the 

tender offer price of $6.00 per share will not reflect the fair market value of the shares. 

Further information on risks we face is contained in our filings with the SEC, including our Form 

10-K for the fiscal year ended December 28, 2018, and will be contained in our SEC filings in 

connection with the merger and the tender offer. Any forward-looking statement made by us herein 

speaks only as of the date on which it is made. Factors or events that could cause our actual 

results to differ may emerge from time to time, and it is not possible for us to predict all of them. 

We undertake no obligation to publicly update any forward-looking statement, whether as a result 

of new information, future developments or otherwise, except as may be required by law. 

About Hire Quest LLC 

Hire Quest is a trusted name in temporary staffing. Hire Quest provides the back-office support 

team for Trojan Labor and Acrux Staffing franchised branch locations across the United States. 

Trojan Labor provides temporary staffing services which includes general labor, industrial, and 

construction personnel. Acrux Staffing provides temporary staffing services which includes 

skilled, semi-skilled and general labor industrial personnel, as well as clerical and secretarial 

personnel. 

About Command Center 

Command Center provides flexible on-demand employment solutions to businesses in the United 

States, primarily in the areas of light industrial, hospitality and event services. Through 67 field 

offices in 22 states, the company provides employment annually for approximately 32,000 field 

team members working for over 3,600 clients. For more information about Command Center, go 

to commandonline.com.     
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General Disclaimer:   

Trickle Research LLC (“Trickle”) produces and publishes independent research, due diligence and analysis for the benefit of it investor 

base. Our publications are for information purposes only. Readers should review all available information on any company mentioned 

in our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, as well as other 

regulatory filings. Trickle is not registered as a securities broker-dealer or an investment advisor either with the U.S. Securities and 

Exchange Commission or with any state securities regulatory authority. Readers should consult with their own independent tax, business 

and financial advisors with respect to any reported company. Trickle and/or its officers and employees, and/or members of their families 

may have long/short positions in the securities mentioned in our research and analysis and may make purchases and/or sales for their 

own account of those securities. As of the publication of this report, David Lavigne does not have a position in Command Center, Inc.   

Trickle has not been compensated directly by Command Center, Inc. for the publication of this report.    

Trickle has an exclusive content licensing agreement with SMM.Global whereby SMM.Global pays Trickle Research a license fee for 

any Trickle labeled content displayed, hosted or distributed on its site: www.SMM.Global.  Per that agreement, SMM.Global may 

charge issuers to host and distribute Trickle licensed research.  Trickle Research does not accept payment from the subject issuers of its 

research for its creation and publication, it may however be paid fees for the exclusive licensing of research by SMM.Global provided 

SMM.Global chooses to distribute Trickle’s publication(s).  Research subject issuers are under no obligation to utilize the hosting and 

distribution services of SMM.Global.  Command Center has paid a fee to SMM.Global for the hosting and distribution of this research.  

SMM. Global has paid a fee to Trickle Research for the licensing of this proprietary content.   Command Center paid fees to present at 

an investor conference which Trickle Research co-hosted.     

Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of Trickle Research 

LLC is prohibited.    

All rights reserved.    

Portions of this publication excerpted from company filings or other sources are noted in italics and referenced throughout the report.  

Rating System Overview:  

 There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 1  
“investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.  

Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with a rating of 1.  As a 

guideline, here is a suggestion on how to use the allocation system.  

Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  In simple 

terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, our goal is to have 

at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, if you think you would like 

to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per stock (using the diversification approach 

we just mentioned, and the 20-stock coverage list we suggested and leaving some room to perhaps add another 5 of the names from our 

profiles).  We generally start initial coverage stocks with an allocation of 4.  Thus, at $1000 invested per stock and a typical starting 

allocation of 4, your “investment unit” would be the same $250 we used in the example above.   Thus, if we initiate a stock at a 4, you 

might consider putting $1000 into the position ($250 * 4).  If we later raise the allocation to 6, you might consider adding two additional 

units or $500 to the position.  If we then reduce the allocation from 6 to 4 you might consider selling whatever number of shares you 

purchased with 2 of the original 4 investment units.   Again, this is just a suggestion as to how you might be able to use the allocation 

system to manage your portfolio.   

 For those attached to more traditional rating systems (Buy, Sell, Hold) we would submit the following guidelines.  

A Trickle rating of 1 thru 3 would best correspond to a "Speculative Buy" although we would caution that a rating in that range 

should not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating because 

the stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of our ratings.   

A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.   

A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range would 

indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of these.   

http://www.smm.global/
http://www.smm.global/
http://www.smm.global/

