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CASE STUDY: Management Buy-out (Management
advisory)

Peter Ryan and Henry Spence were passionate and enthusiastic
about the business that they managed, Selectequip Ltd, a supplier
of innovative tools and engineering products mainly used in the rail
industry. The two owners of the business had progressively
withdrawn from the day to day management of the company and
were now looking to realise their investment and retire.

The shareholders were aware that Peter and Henry, who had been
driving the business for a number of years, were integral to its
value. For the owners therefore a Management Buy-out was their
best option to realise value from their original investment. They had
engaged a corporate finance advisor to assist with the sale and
agreed a price for the business with Peter and Henry.

From this point the process had slowed and lost direction. Peter
and Henry knew little about the MBO process and did not want to
disturb their relationship with the owner, employer and vendor.
They therefore decided to seek professional advice and met with
and then engaged HW Corporate Finance to help them with the

transaction.

HW Corporate Finance explained the MBO process to Peter and Henry and agreed the best way forward
to see the deal through to completion whilst maintaining a good relationship with the owners and leaving
management time to run the business.

The process started with a valuation and feasibility review. This concluded that the price agreed for the
business was a fair one and that critically it would be possible to obtain the necessary funding to
complete it.

HW Corporate Finance then set out and negotiated the key terms of the deal with the vendors and their
advisor embodying this in a Heads of Terms agreement. This document clarified the terms of the deal,
provided a framework going forward and gave impetus to the transaction.

With this in place HW Corporate Finance worked with management to produce a business plan and
financial forecasts in order to obtain the funding required. The business plan, subject to confidentiality
agreements, was shown to a select number of banks. From a short list of interested parties Peter and
Henry then delivered a strong series of management presentations which resulted in three offers of
financing. HW Corporate Finance then negotiated the best deal with management’s preferred funder.

HW Corporate Finance managed the deal quickly and efficiently through financial due diligence and
introduced a legal adviser, with whom they had worked with successfully before, to take Peter and Henry
through the legal process. The deal has then completed to the satisfaction of all parties.

Reflecting on the process, Henry Spence said. “One of the best things about using HW Corporate
Finance was the fact that our day-to-day roles weren’t diluted just because we were going through a deal
process.”

HW Corporate Finance advises both managers and vendors on Management Buy-outs. Below are a
number of management advisory deals HW Corporate Finance has completed:



« Valuation, structuring and debt fundraising from RBS for the acquiring management in the MBO
of Crystal Window Systems Ltd

¢ Valuation, structuring and debt fundraising from HSBC for the acquiring management in the MBO
of Swift LG Limited, a software developer

« Valuation, structuring and debt fundraising from HSBC for the acquiring management in the MBO
of Project Indigo, Midlands based packaging business

« Valuation and structuring for the acquiring management in the MBO of Uplands Mobile Ltd,

« Valuation, structuring and debt fundraising from Venture Finance with assistance of a parental
dowry for the acquiring management in the MBO of Airtex Ltd
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