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You’ve been asked to perform an LBO analysis of a Southeastern HVAC company. The assumptions are laid out below. Run the analysis to find the 5-year IRR and MOIC of this investment. 
Keep in mind, our fund’s return is a 20% IRR and 2.5x MOIC. 
Acquisition Assumptions:
· 100% equity purchase on 12/31/2024
· Entry of 10.0x LTM EBITDA
· $300mm of debt on the balance sheet which needs to be refinanced
· $20mm of cash currently on the balance sheet, $5mm of minimum cash required to be held on balance sheet at all times
· Transaction fees of 1% of Purchase Enterprise Value
· Tax Rate of 21%
Debt Assumptions:
· $100mm revolver commitment 
· Price: S + 250bps
· No commitment fee
· 4.0x entry EBITDA term loan B
· Price: S + 450bps
· 1% issuance fee
· 2.0x entry EBITDA senior notes
· Price: 11%
· 1% issuance fee
· Cash sweep on all debt. No mandatory amortization
· All interest is cash
· 5-year SOFR curve for floating debt
· No interest rate floor on floating debt
· No OID
· Issuance fees are amortized over 5 years
· No financial covenants
Exit Assumptions:
· 5-year hold
· Exit of 10.0x LTM EBITDA
· All outstanding debt must be repaid
· No intermittent dividends to equityholders
Operating Assumptions:
· 2024 revenue of $500mm
· Growth at 10% annually
· COGS 50% of revenue
· SG&A 35% of revenue
· Other Operating Expenses 2% of revenue
· D&A of 3% of revenue. Capex matches D&A 
· Change in NOWC of 0% of revenue
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