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Structuring an acquisition or buyout is a complex process
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Management Teams J
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Parties that typically are in
different jurisdictions

STRUCTURAL
ORGANIZATION

Flow in and out of those jurisdictions in a
fiscally optimal manner (acquisition & exit)
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Detailed Debt & Reinforce Example:
preparation equity capital the seniority Countries
of legal flow through a of the capital where tax
structures series of SPVs providers’ rates are low
economic and where
claimsona interest is
target deductible
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process structuring decisions exercise deal closing
FINANCIALEDGE!
o}
)
g :
. 2
Tax Structuring Banks & ()
Accountants Specialists Lawyers 7
Evaluating an 5
Acquisition =
\ J -
Prepare a Strawman Structure
Help execute the structure when closing the deal
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Private Equity
or Leveraged
Buyout Structure
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PE Buyout : . Leveraged Buyout
[ Structure SPVs (Special Purpose Vehicles) Structure
(EACH FUNDED BY EQUITY OR DEBT)
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Management Team Members

Equity
PE FUND

Equity

Equityco
Shareholder Loan
Cash Bank Loan
Shares Bidco Senior Debt
Seller (vendor)
Target: Bank Loan Pushed down
Operating Entity senior debt
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Reasons For
Structuring in PE
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2 SPVs

(Special Purpose Vehicle)
Countries Jurisdictions

Help maximize access to collateral for lenders J

SPVs - Higher up in Structure SPVs - Lower down in Structure
Optimize regulatory and tax treatment Debt may be loaned lower down to SPVs
of the acquisition (E.g. Luxembourg) that are set up in the operating countries
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Reduce the risk that debt capital might be treated as equity and
interest payments as dividends by local tax authorities

q E Separate Entities
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Mezzanine Doesn't necessarily have fixed interest Shareholder
Fina ncing payments or repayment schedules Loans
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Helps individual investors To serve the PE fund's

limited by jurisdictions they future exit strategy
can send capital to efficiently (a sale or an IPO)

US investors investing Holding company is in the
in European funds jurisdiction where the PE firm plans
to list the company upon exit
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Please do not redistribute these materials without the
express permission of Financial Edge Training.
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