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What is an LBO?



START HERE

You already did one.

If you bought a house with 20 percent down and a
mortgage, you ran a leveraged buyout. Small equity,
borrowed money, an asset that carries the debt.



THE TWIST

A business pays its own
mortgage.

A house takes money out of your pocket every month. A

business puts it in. The company's own cash flow services
the loan you used to buy it.



THE STRUCTURE

A $1M purchase, in practice.

Bank loan $75B|’(

Your down payment $ 250K



WHILE YOU OWN IT

Three things happen at once.

1 The business pays the loan down.
2 Profits grow if you run it well.

5 The exit price grows with the profits.



THE HONEST MATH

Assume the business never grows.

Buy for $1M with $250K down.

Year ten: the loan is fully repaid.

Sell for the same $1M you paid.

$250K became $1M. Four times your money, plus a
decade of profits.



THE CAVEAT

Debt cuts both ways.

Leverage multiplies good years and bad ones alike. That is
why serious buyers underwrite the downside first.



TRY IT

Model one yourselt.

OMNIREA AHALFTE
BIVATE EOUITY D5 l_En Studiﬂ

Sourcen & uses, mulli-tranche debt schechde with cass swesn, ore

Tvnrinew
sponsor returms, and sensitivity grids.
APMALY ZE
| LED Shadia Company & entry

Diebt Capacity
Losd plealing arge

Exit Amalyzar
: Hill Country Septic Co. — S4.0M EDITDA e

SRURCE LTM revene EBITCA margis
Deal Scroanr 1.5 3.6
A0 Finder Entry mutiple ExH multiphe
Comps Database 2.8 1d
MONITOR Hold peried 5 yeRIE
Partfolio .
‘alwe Creation ) i
[c
Fund Perlormance arbg - Firle maneger, ¢ thie model witl laiter the daal
ouce

iC Memo Trperating assempticns
HEFR Grawih fpr 1 Termnnl growth
Field Guide 1.3 %

tdargin drdt { pr Tax rabs

a.3 20

REOE

Sources

EBA Tia) e loan
Sefler note istancky]

aponsor equily

Walue craation bridgs
ERITOA il this anliry mu

31H £51% L]
Fasile
414K
SLRSK
— R

30.8% 3.83x

7 Explain this page senlor « Mezz nHramGh Corsereaiing B+ sellar

AY LEVERAGE

2.3x $1.3M

AT EQUITY

$2.6M

Uses
$1.a8M -} Purchase entarprise value 51.31
204K 118 Transaction fees £2TH %
$605K - i Financing fees B2
Mirimum cash ta halsrce shes SEEAK

Real LBO models, real SBA structures, free in your browser.

DM the word TERMINAL for access
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