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LBO for
management

LBO from the point of view of
a Mezzanine fund
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How could you determine mez-
zanine as a financial product ?

Dominique Fouquoire: For these
recent years, the mezzanine has
become a key financing tool for
a perfect LBO. It serves as a link
between the debt and the equi-
ty enabling to bridge the gap
between contradictory goals
such as the legitimate impera-
tive of shareholders to sell for
the highest price on one hand
and the attempt of the buyers
to minimize the price and to
maximize their future profitabi-
lity on the other hand. Taking
into account what banks are
offering in term of leverage, it
appears quite difficult, espe-
cially nowadays, to obtain the
adequate leverage. Mezzanine
funds help going further in term
of leverage, providing subordi-
nated financings to companies
taking into consideration their
development plans  without
adding too many constraints.
“Mezzaneurs” can adapt their
hybrid products to the business
plan profile (variable rates and
margins, Pay in Kind interests,
equity warrants,...). These pro-
ducts enable to contribute 10 -
25% to the transaction amount
while allowing to align the in-

nine funds, I would say that first
ofall it is a well-determined pro-
ject of a company entirely sup-
ported by its management team.
It is also a financial involvement
of the management as well as
@ fine tuned balance between
all partners of the deal such as
equity sponsors and managers
on one hand, and bankers and
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mezzaneurs on the other hand.
ILBO is an excellent solution to
align interests of different ac-
tors for a given period of time.
LBO represents also a change
in ownership, a transmission
of control among different par-
ticipants who have joined the
company at different moments.
All players in a transaction aim
to exit at a certain moment, the
best for each of them. There-
fore exit conditions should be
perfectly pre-determined when
you join a transaction. lor us

the company’s cash needs.

As a mezzanine fund, are you
satisfied with your proper ana-
lysis or do you prefer to ask for
some complementary help ?
Dominique Fougquoire: I should
say that our function is to ac-
company an equity sponsor
in a transaction, so we contri-
bute just a small part to the
deal alongside the sponsor,
generally an investment fund.
We pay a lot of attention to
the information provided by
auditors. I should say that we
prefer tangibles proves, that is
quantitative data which allow
to confirm and to validate the
position of managers, their stra-
tegy and the coherence of their
business plan. All information
that clarifies business model is
of a high importance for us as
far as it determines the degree
of our involvement in the LBO.
Anyhow, our interests are as
much as possible aligned with
those of the equity sponsor. ¢
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