
Case study
How Rutland Partners turned round H&T Group

Rutland Partners, the UK private equity firm, bought the UK’s largest
pawnbroker Harvey & Thompson Group (H&T) from Cash America
Inc for £49 million in 2004. Rutland tripled its money after floating
H&T Group on London’s Alternative Investment Market (AIM) in
2006.

A Rutland investment typically involves a UK company that is
facing difficult strategic challenges or which may be underper-
forming, in need of restructuring or entering a period of change. The
company will have defensive properties through its market niche,
asset underpinning or other forms of competitive advantage and will
ideally possess strong operating management. Through the
proactive involvement of its team, Rutland seeks to assist operating
management to effect a transformation of the prospects for the
company.

Paul Cartwright, Rutland managing partner, explains how Rutland
executed its typical hands-on operational role in the turn round of
H&T.

Background

H&T is the UK’s leading pawnbroker now with over 70 outlets across
the UK. The group’s core business is pawnbroking but it also retails
jewellery and provides cheque cashing and pay-day advance loans.

Rutland acquired H&T in September 2004 from Cash America
International Inc on a debt-free/cash-free basis for £49.0 million
with Rutland investing £15.4 million and the balance provided by
bank acquisition finance.

While H&T was profitable and cash generative, it had flat trading
and was underperforming its potential prior to acquisition. Rutland
was introduced to the pawnbroking sector by an intermediary
contact of Rutland’s who was working with Peter Middleton, an expe-
rienced leader in financial services with recent sub-prime expe-
rience. Rutland’s desktop review identified H&T because its value
was underpinned by assets, it had a high market share compared to
its competitors and a protected brand. However, it was materially
underperforming given its market-leading position. Rutland made a
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direct approach to the group’s owners, Cash America, to ascertain
their interest in selling the group.

For strategic reasons Cash America was keen to sell H&T and also
sold Rutland a £3.0 million controlling investment in Svensk
Pantbelaning, Sweden’s leading pawnbroker, at the same time. This
left Cash America with only US interests.

Extensive due diligence process

Rutland was able to negotiate exclusivity and carried out extensive due
diligence prior to acquiring H&T which lasted from spring 2004 to the
purchase from Cash America in September 2004. While Rutland got
access to financial information on H&T, there was limited access to
H&T management. It was clear to Rutland that the US parent had
taken little interest in its subsidiary and the CEO had surrounded
himself with a relatively weak, and incomplete, management team.

Financial due diligence was carried out by Deloittes and legal due
diligence by Eversheds. Rutland took a particularly hands-on
approach to the commercial due diligence process, visiting high-
street stores and utilizing OC&C to carry out demographic analysis
and run a series of customer focus groups in order to check the
group’s potential for growth.

Hands-on operational role by the private equity
firm

Post-acquisition, Rutland reshaped the senior management team.
Peter Middleton was appointed as executive chairman. One of the
chairman’s key roles was to act as mentor to the existing CEO.
Rutland brought in a commercial director, replaced the finance
director with the ex-finance director of Oddbins and recruited exter-
nally to fill key roles in marketing and property. Changes were also
made to the regional and area management structure of the group.
The new team was driven and worked well together. At maximum
dilution Rutland was to hold 80% of the shares and the senior
management team were to hold 20% which vested over 18 months.

Over the following 18 months, Rutland worked closely with
management to improve operational efficiency, develop new
products such as the introduction of pre-paid debit cards and accel-
erate the roll-out of new stores with the addition of 12 outlets.
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Prior to acquisition by Rutland, H&T was overstaffed in store on
the pawnbroking side of the business and had inconsistent and
poor-quality advertising and marketing literature. Other parts of the
business, which Rutland helped develop, included third-party
cheque cashing (typically for customers who do not have bank
accounts or don’t want the proceeds to go through a bank account
or need the cash right away), the sale of unredeemed pledge stock
(mainly gold items which are melted down and sold on through the
stores), cash in advance of employer pay-days, unsecured loans to
pre-qualified customers at a high annual percentage rate (APR) and
pre-paid credit cards.

Paul Cartwright and another Rutland team member were heavily
involved in the operational aspects of the business post-acquisition,
working in a store to familarize themselves with the operations,
gaining an understanding of what the staff were doing all day, and
also reviewing the operational and procedural systems and the IT
systems. One result of this was a task-orientated analysis to work out
how many people each store should ideally be employing. This
resulted in 15% staff savings. A more effective IT system, particularly
for database management, was also commissioned. Management
reporting was improved, with better statistical analysis and a clear
focus on key performance indicators (KPIs).

In addition, a university mathematician was contracted to model
from historical transaction data the effect on the business of varying
the key elements of a pawn loan, such as interest rates and amount
of loan. This enabled changes to the proposition to be made with the
confidence of how this would impact the business. Another
improvement was to re-engineer the process in the business to
enable non-redeemed jewellery (representing about 20% of pawned
jewellery) to be allocated to stores in the network where it was
needed and could be sold effectively, rather than leaving it with the
store where it had been pawned in the first place.

Flotation

Having strengthened the business to become the sector leader, and
increased the number of stores to 69, Rutland went on to list H&T on
AIM in May 2006. The enterprise value of H&T on flotation was
£91.9 million with a market capitalization of £54.2 million. Rutland
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achieved an 89% IRR, a return of nearly three times its original
investment.

Rutland retains its £3.0 million controlling investment in Svensk
Pantbelaning made at the same time as the original acquisition of
H&T.

Paul Cartwright’s tips for entrepreneurs

Paul Cartwright has the following tips for entrepreneurs seeking
venture capital finance:

• Get good people around you; don’t feel threatened by people
who might be more qualified than you.

• Bring resources on board to cover any gaps in your team.
• Review and control where money is spent regularly – always cut

costs where possible.
• Never stop challenging yourself on business.
www.rutlandpartners.com

Taken from Arundale, K (2007) Raising Venture Capital Finance in Europe, Kogan Page, London,
pp 254–57. Available from www.kogan-page.co.uk



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


