
 

 

Patron Fund IV Acquires Portfolio of Distressed UK Retail and Petrol Station Assets 
 
Patron Initial Equity Investment of £28.3m (€34.0m) to Acquire 87% Stake 
 
On 22 December, Patron Capital, L.P. IV (“Patron”) completed the acquisition of an 87% equity 
share in the property assets and business of Motor Fuels Group plc (“MFG”) comprising 48 
convenience retail units and associated petrol filling stations (“PFS”) located across the UK, of 
which 38 assets are freehold, 1 is part freehold / part leasehold and the remaining 9 are 
leasehold.  The acquisition was undertaken in a joint venture with Scottish Capital Group 
(“SCG”) who, together with the new management team recruited by SCG, has invested the 
remaining 13% of the equity alongside Patron. 
 
The total investment cost is £51.3 million, which represents an acquisition price for the MFG 
platform (including costs) of £48.8 million, plus cash of £2.5 million to fund working capital.  A 
total of £28.3 million in equity has been invested by Patron; £19.9 million of six year term senior 
debt plus a fuel bond (letter of credit) of £5.3 million was provided by Investec Bank. 
 
This investment offers an extremely attractive opportunity to back a specialist and experienced 
management team in a defensive retail real estate sector with a base case business plan focused 
on enhancing the operations and profitability of the retails assets, and in turn their property 
value, with multiple significant upsides.  The sector is very fragmented and especially due to the 
current economic environment smaller operators remain under capital pressure, and are in 
certain cases distressed, enabling further acquisitions to be made at very attractive prices via a 
platform that can maximise asset values. 
 
Patron has agreed to allocate additional uncommitted equity of £11.7 million (making total 
program equity of the equivalent of €47.2 million or 10% of  current equity commitments), to 
fund the further acquisition of highly accretive individual assets or small portfolios identified in 
the future – all such acquisitions will be subject to further Investment Committee approvals.   
 
The 48 sites are generally well located (>50% are located in London, the South East and the 
South West of the UK) and exhibit above average fuel sale volumes (the prime measure of retail 
footfall) having been acquired over the last 5-10 years from several of the major oil companies, 
the majority from BP.  Despite the intrinsic quality of the assets, performance since acquisition 
by MFG has deteriorated driven by poor management focus by the previous owners due to high 
leverage combined with a relatively fast recent acquisition process, and management systems that 
had not been adapted to cope with the group’s rapid growth, to what is now the 5th largest 
independent PFS chain in the UK.  A number of loan covenants were recently breached, leading 
to pressure from MFG’s former funder, HSBC, to sell the business.  This was therefore 
effectively a distressed sale.  
 
Based directly on their specific experience and past successes (with over 450 PFS acquisitions, 
turnarounds and management to their credit), SCG and their team are expected to revamp the 
MFG portfolio by focussing on dramatically improving the current poor retail offering and 
establishing a strong retail property portfolio that will be attractive to either current trade buyers 
or yield hungry investors on an individual site or portfolio basis.  
 
Assuming the additional £11.7 million of allocated but uncommitted equity is invested in 
additional add-on acquisitions that have the same return characteristics as the MFG assets, the 
base case returns to Patron net of the platform costs are an equity multiple of 2.07x and an IRR 
of 20% post management promote. In a conservative base case scenario, where only the initial 



 

 

MFG real estate portfolio and platform acquisition occurs and there are no further add-on 
acquisitions, Patron’s post-promote returns are projected to be an equity multiple of 1.94x and 
an IRR of 18% respectively.  
 
The scenarios above do not include any upside from (i) several identified future retail unit 
expansion opportunities within the current MFG portfolio, (ii) potential leasing of individual 
sites to national retailers and selling as investment property assets (MFG have explored this 
earlier this year and received strong interest for some sites) and (iii) potential knock-on 
improvement in fuel volumes driven by the enhanced retail performance.   
 
Downside scenarios have a relatively modest impact on returns due to the lowly leveraged initial 
capital structure (38.7% initial senior debt to total investment) and the high freehold % of the 
MFG assets. Leverage at the end of the 4 year projected period is expected to fall to less than 
10% of total initial investment. 
 
In summary, this investment represents an extremely attractive opportunity to back a specialist 
and experienced management team in a defensive real estate sector with multiple significant 
upsides. 
 
If you have any questions, please do not hesitate to ask. 


