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DAY 15
ACQUISITION & CORPORATE STRUCTURE

Company ownership Asset purchases

Ownership is divided into shares, owned by shareholders.

Shareholders appoint directors. You choose which assets The insolvency practitioner
Shareholders have ultimate control; directors have ultimate e bUV and !eave the (IP) will sell assgts to raise
responsibility. liabilities behind. money for creditors.

Always be the shareholder, don't be the director.

’ O a .
You must pay at least @ \@; If you paid too little, they
3

Share As the shareholder, you own market value. can take assets back or
everything the company owns and ask you to pay more.

purchases oye everything the company owes. Tip: Get a valuation report to prove you paid market value.

ADVANTAGES DISADVANTAGES
& Q) & ©

» o
Share purchase Asset purchase Share purchase Asset purchase

e The cash at bank can fund the « You know exactly what you're o |t can take longer « You can't use some top financing
purchase buying * Protection doesn’t cover methods
¢ The fixed assets can be financed e Liabilities don’t transfer everything ¢ You lose the company'’s credit

* The debtor book can be financed * Diligence is faster, easier and %" history

¢ All contracts and leases carry on ® cheaper 3 * Accreditations won't transfer
» You can take over the company’s o The legalities are faster, easier
banking and credit and cheaper

It depends on the company and the deal. You will probably do a combination of both.

Corporate structure | Personal guarantees (PGs)

Never buy a business in your own name. Use a company, which
has limited liability. & With a PG you guarantee to pay the company’s debts

if th 't
The best corporate structure to use e company can

& Never sign a personal guarantee.

o il E = ) .
(&) _(3) >4 E & # |n a worst-case scenario you can lose everything.
Set up an SPV Set up a holding Use the SPV Open bank
(special purpose company to sit to buy the accounts for = =
vehicle) to buy the  above the SPV. trading company.  both the SPV I To avoid personal guarantees with a seller:
target company. and the holding
company.

& Just say, ‘No!

l Benefits: & Say, ‘My lawyer won't let me!

o5 (i85 & Medble s ® Say, ‘I'd be okay with it, but my partner would kill me!

@ You can have many SPVs, each with a trading company. & Say, I don't have any assets apart from the family house.

@ You can open an SPV to own the lease on the premises.

® The companies are building blocks; you can add, move, and remove
(close or sell) them as needed.

~ - To avoid personal guarantees with a lender:
T Ownership: | - EEEE

# Ensure the collateral covers the loan amount.

& Include a ‘no PGs’ clause in the heads of terms.

& Trading company shares are owned by the SPV.
@ SPV shares are owned by the holding company.
¢ Holding company shares are owned by you. # Find lenders who don't require personal guarantees.

# Borrow larger amounts, which generally don't require PGs.

Holding company guarantees. Cross guarantees against other companies you own.
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