Investment case study

Internationally Known
Manufacturing and
Distribution Business

Over 30 years’ experience of backing
directors by investing in their business
www.k2-partners.com

Investment case study

K2 has secured the future of an international business that was put in
jeopardy by the impact of Covid-19 on its ability to manufacture and
distribute goods. Following an Investment Review, K2 took a minority
stake and joined the board which for years had been dominated by its
founder/CEO who has run it as a ‘one man band’.
When K2 first came across the business as an investment opportunity the strength
of the brand was immediately obvious, being arguably one of the best known, instantly
recognisable and universally popular brand names in the world.
The initial issue was one of balance sheet and cash flow insolvency following a period
of almost no sales and with little prospect of income for some time due to the lack of stock
and inventory and limited delivery period.
K2’s initially focused on cash flow and introduced tight financial controls to avoid
insolvency. The issues of credit terms for raw materials and cost of reinstating production
were insurmountable, none the least due to a lack of production during lockdown and the
need for safe distancing if the factory was to be reopened.
Historically the success was at the root of the operational problems due to the worldwide
scale and logistical problems of distributing goods, often in circumstances of extensive
bad weather. While many businesses have issues due to the seasonality of demand, this
particular operation faced a particularly extreme example in that the whole supply operation
was focused on deliveries during the Christmas period.
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Tony Groom comments on K2’s turnaround strategy:

Mark Blayney, K2’s Lead Partner on the turnaround said:

“Luckily one of the business’s key strengths is the loyalty
of its customers which made it easier to justify survival
despite the insolvency.

“Originally established in Turkey, the operation relocated to
its present base in northern Scandinavia many years ago for
strategic reasons including access to a skilled workforce, or
‘little helpers’ as they are known within the operation.”

“Our turnaround strategy was to reinvent the business
model by transforming the business into a virtual brand
by outsourcing production and distribution to homeworkers
worldwide while at the same time maintaining product
quality and ‘on time’ service delivery.
“Our new outsourced partners are dealing with the
huge volume of enquiries and handling orders ready
for distribution at Christmas.
“We anticipate a return to growth and are confident that the
new model provides capacity for handling future demand.
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“Whatever changes needed to be made, we recognised the
vital importance of maintaining the core brand values and
culture within an organisation.
“These values continue to rest with the founder/CEO and
we are delighted he has stayed on.”
“Every business has its own issues. In this case for example,
cash flow management and funding inventory were particular
problems, which is hardly surprising given the timing
constraints the operation relied on for its main source
of income.
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Merry Christmas

The founder/CEO also comments on outcome:

“I wish everyone a very Merry Christmas
and am confident your presents will be
delivered on time.
“Please don’t forget to make your
donations of mince pies and carrots.”

Mr S. Claus.
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