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Lessons from Germany

John Lucas, trade policy adviser at the British Chanrbers of
Conmmrerce, ponders w hat the UK can learn fromGermany’s
exporting success.

Claire Madden, partner at private
investment firm Connection Capital,
explains how replacement capital can
help owner-managers capture value
while working towards an exit. Shareholders' agreements

Witing a shareholders’ agreement may save you time, noney

The events of the past few years have and stress in the long term

undoubtedly made it harder for private
companies and third-party private equity
investors to achieve an exit.

More Business Services:

Financial Management

AIM CEOs: The Big Pay Freeze

. CEOs of AlM-quoted conpanies aren't just talking the talk
Benefits of replacement capital about tough decisions — nore than half took a pay freeze or
cut w hen the economic climate turned wintry. GB examines
salaries in the changed climete.

Whenever debt providers come under
pressure, deals become more difficult to
finance. As a result they require more
equity, which, in turn, has an adverse
impact on potential retumns for any
purchaser. In such circumstances, the first thing to suffer is the enterprise value
of the business. Conseq_uenﬂymany pri\rdtfe oompany_shareholders pr_e_fer to Cameron's cuts aren't tough enough

trade through the tough times and delay exit plans until improved conditions Director general of the Institute of Econonric Affairs, Mark

return. Littlew 0od, says the spending cuts should have been deeper
and managed differently to reduce debt.

However, there is an alternative which can help private company owners and
shareholders realise some of the value in their business whilst retaining a
majority stake and potential upside in the value of their holding. There are a
number of private equity houses who will consider funding shareholder
reorganisations in return for a minority stake in the company.

For these private equity providers, this type of deal is less risky than i e
management buy-outs or growth capital transactions where there is either a Zurich Hel P Point Affordable,
change of ownership or a step change within the business such as, for example, B i NI etk easy to
an acquisition. s i pratects your mast valuable deploy
. . . [} assets. Your people. . . .
As long as the business still has promising growth prospects and the . virtualization

management team retains a large enough shareholding to ensure the
motivation for a profitable exit is there, the deal should work for both parties. Of
course the considerations when choosing which private equity investor to work
with still apply: a decision based solely on terms, not teams, can be a
dangerous one.
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is possible.

Management teams need to ensure that they can work with their new 4 .
shareholder after the deal is done, and that all parties share the same vision for Aocause change happerz.” @ ZUR
the business in terms of growth and eventual exit.

With replacement capital deals it is particularlyimportant to consider the track
record of investments the private equity house has under its belt. If most are .
based on majority stakes then a minority stake investment may present more of Related AItICICS
a challenge for an investor who is used to control. SMEs think global as domestic confidence drops
You should also consider the value that your private equity backer can bring to British companies are wisely’ placing their faith in overseas

i f i ; markets after a sharp drop in confidence and renewed fears Take our quick
gqfs?::slge::dz;?oiseﬂ)ﬁjeﬁgjgggg%ifﬁt;growm or the abillty to infroduce new over domestic demand for the first half of the year, a report self-assessment>>

reveals.

In the past, many shareholder reorganisations would have been financed by

bank debt, leaving the business overgeared and more susceptible to the ASL acquisitive after buy-out

Frinting and copying services provider Automated Systens

vmware

downturn. Whatever the reason for owner managers wishing to realise part of Group (ASL) will embark on a buy and build strategy

the value that is tied up in their businesses — divorce or buying out a departing following a £8.5 million management buy-out (MBO).
director’s shares are common ones — it may be useful to consider a sensibly

structured private equity solution that does not mean giving up control of the Still Flying: David Soskin

business and can very often result in a mutually rewarding partnership. Former Cheapflights CEO David Soskin, now an investor in

promising web conpanies, reveals to GBw hy internet
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Post comments on articles

Aguide to surviving the rise in VAT

On 4 January 2011, the standard rate of VAT will rise from17.5% to
20%, the highest it has ever been in the UK. In this guide we have sone
helpful information and lessons learned fromthe last VAT changes, to

Get started with Barclays Business Banking

Choose from3 great Start-up packages offering a range of business
¥ BARCLAYS and banking solutions, fromcashflow managenent software

(QuickBooks or Sage) to VAT managenent solution. Flus, up to 2 years

FREE banking (conditions apply). Apply online.

PKFAccountants LLP

One of the UKs leading firms of accountants, business advisers and consultants,
specialising in business, tax, and pension advice and covering all levels of business from
entrepreneurial startups to fully AIMlisted corrpanies.

Research Events Calendar

q ; The Grant Thornton Quoted
Directors' Pay AIM |j Company Awards 2011
2009 26th January, The Natural Hstory

What should an AIMcompany pay
its CEOor FD?

What should a non-executive
director or chairman expect to be
paid?

What benchmarks should AM
remuneration committee
members be using when

setting pay?

Museum Cromw ell Road, London SW7
5BD

Rosenblatt New Energy
Awards 2011

24th February, Natural Hstory
Museum Cromwell Road, London SW7
5BD

More

. . 1
Institutional Investors Ij
in AIM
\Who are the biggest investoprs in AIM?

Find out in our brand new research
report.

Cash Shells Directory £
2010

A conprehensive overview of cash
shells on AlMand PLUS, conpanies
that have becorre a significant feature
on the market landscape.

More )

entrepreneurs don't have to be under 25 to succeed.

Eastern prospects: India vs China

With high-level British delegations having visited both China
and India recently, GB details w hy there has never been a
better time for UK exporters to explore the potential of these
increasingly influential markets.

Poll

What's your approach to

Rl Have your
0 H

vote on
current
1Ssues

O Raise prices

@ Absorb the costs
@ Market cheaper products
@ Gve up and sell up

Active Advisers: Fund
Manager

Company Name Tel
JP Morgan
Fleming Smaller
Cos

501 500 324

Henderson Strata 020 7818 1818

Gartmore Smaller 0800 289 336

Gartmore Growth

Opportunities 0800 289 336

Rensburg UK

e 0845 6020900

Companies Trust

Premier UK

Smaller Cos 01483 306 090
6263434

Unicom UK

Smaller CosA 0207 2530889

AXA Framlington

UK Smaller Cos 020 73744100

White Papers

ABA Banking Journal

Covers the commercial banking industry in the United
States, focusing on a wide variety of banking
technologies and solutions.

Accelerate Insight for Financial a
Services: Reduce Risk. Stop

Fraud. Increase Profits.

Learn how the ParAccel Analytic Database (PADB)
provides the performance and operational agility
required by the financial services industry, enabling
rapid analysis of data froman unlinited nunber of
sources, and with deep historical context.

Accountants World Daily ™

Newsletter

Provides a large collection of relevant newss stories
that are sourced fromover 2,000 different
publications daily.

More )

Local Guides

England

Northern Ireland
Scotland

Wales

Belfast
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