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Case Objectives and Use

This case presents a situation where a privately-held business owner has received an inquiry about selling her company to a larger firm. The owner has spent seven years building her own investment management company to provide portfolio management services to the firm’s clients, ranging from individual clients to governmental and pension plan clients. In the process, she has had the satisfaction of building a team of young professionals in a very competitive business with high personal loyalty and integrity. Now she must weigh her professional and personal financial desires that may come from selling her business against the impacts on the employees of her company. The case is primarily focused on the valuation and price determination process in a negotiated sale. But, more importantly, it is about the human and non-quantitative decision factors that ultimately impact the of selling one’s own business. The case was written for business school students to understand financial analysis of acquisitions, the human factors in small business operations and decision-making, and the process of business acquisitions.

Case Synopsis

Virginia Barnett is CEO and owner of Barnett Investment Management Company (BIMCO), LLC. After a long and successful career as a fixed income portfolio manager for large financial institutions, she established her own company in 1998. BIMCO provides portfolio management services to individual, governmental and pension plan clients. Her firm’s performance has attracted the notice of a larger personal financial planning firm that would like to provide its clients in-house portfolio management services and custom managed portfolios in stocks and bonds. In January, 2006 she is invited to a meeting to discuss her interests in selling BIMCO to a larger financial services firm, backed by a wealthy local family. Both acquiring firm and target firm are privately owned businesses.

Quickly after the initial meeting, an offer term sheet is submitted. How does she decide whether the offer is “fairly” priced? Will the sale of the company satisfy her future financial needs when she might consider retirement? How will the sale affect the employees with whom she has established high personal loyalty? These are the decision factors that will have to be evaluated in reaching the decision on whether or not to accept the sale offer, to proceed with counter proposals, or to break off any further discussions about selling her business.
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