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G

reetings from sunny
Los Angeles. Southern
California encompasses
the sprawling urban area stretching
along the Pacific coast from Ventura
through Los Angeles and down
to Greater San Diego. This region
encompasses roughly 60% of the population of the state.
California enjoys a worldwide reputation as the home of film and
media (Hollywood), and the heartland of the global technology sector
(Apple, Google, Intel, Facebook et al). But its economy is far broader
and more versatile than this implies. Across a wide range of sectors –
Business Services, Consumer, Healthcare and Industrials as well as the
more obvious Media & Technology – the region is home to a diverse
landscape, from start-ups to well-established groups, and boasts a
variety of growth opportunities and positive economic trends.
The industry I’ve focused on throughout my career is Business
Services. Compared to more mature sectors, the Business Services
space in North America is vibrant and dynamic as new entrants
continue to pop up, benefiting from low start-up costs and relatively
quick paths to profitability. In Europe, the sector is generally more
established and mature, while many of the sub-sectors in the US
landscape remain relatively new and highly fragmented.
We are consistently impressed by the number of high-quality
companies with substantial revenue and EBITDA that have identified
niche opportunities in the market and hold established leadership
positions. Many of these companies operate largely under the radar.
For buyers, high-quality assets across this sector abound. As the
industry evolves in the US, we will see continued consolidation as one
of the most effective routes to scale, giving sellers a range of options
and supporting attractive valuations.
In this dynamic environment, an established network of global
relationships is critical to success. With Livingstone’s strong track
record across our five key sectors, our West Coast clients will benefit
from the established relationships with strategic acquirers, sponsors
and lenders across the globe to secure the best possible outcomes. I
look forward to exposing Livingstone’s current clients to Southern
California and growing new relationships as we use our global presence
and sector experience to continue growing and serving more clients.
Brennan Libbey leads Livingstone’s US Business Services team
and new Los Angeles office.
Contact:

Brennan Libbey, Partner, Livingstone
T: +1 424 282 3611, E: libbey@livingstonepartners.com

Published by Wardour, 5th Floor, Drury House,
34-43 Russell Street, London WC2B 5HA, UK
Tel +44 (0)20 7010 0999 www.wardour.co.uk
All rights reserved. The views expressed by
contributors are their own.
Livingstone is an international mid-market
M&A and Debt Advisory firm, with offices in
Beijing, Chicago, Düsseldorf, London, Los
Angeles, Madrid and Stockholm. Its 100 staff
complete 50 to 60 deals per annum.
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If you have any questions or would like
more information on Livingstone, please contact
Ann Wilson on +44 (0)20 7484 4727 or email
wilson@livingstonepartners.co.uk

CONSUMER SECTOR

A fresh start
The building materials store chain
Fresks, based in northern Sweden,
has just gained a new majority owner.
In 2010, Fresks developed a
strategy to become the largest and
most profitable Swedish-owned
company in the industry. Through
a series of acquisitions, it grew
from five stores with combined
sales of SEK365m (approx.
£30.5m) to 12 stores with sales of
SEK875m (approx. £73m), and
improved profitability.
The company entered a new
phase in January this year when the
PE fund Litorina invested in it. The
company’s intensified acquisition
strategy required a new source
of capital; the shareholders were
reluctant to sell to an industrial
acquirer, as they did not want to risk
losing personnel and competence.
Fresks had been approached by
a few potential acquirers, but the
shareholders had long known they
needed proper advice to get the best
deal, and had appointed Livingstone
as corporate finance adviser several
years before.
The process generated great
interest from a range of financial
sponsors. In the end, the shareholders
decided to partner with Litorina,
because they had built confidence in
the firm and their abilities throughout
the process – something that was
particularly important for the
Fresks team. They are now ramping
up their expansion strategy and
focusing on further acquisitions.
“A fragmented market with
potential for consolidation,
combined with Fresks’ strong
market position and dedicated
management, supported significant
interest in the company,” says Henrik
Widlund, Director at Livingstone.
“With Litorina as a new majority
shareholder, Fresks has a great
opportunity to expand into a leading
store chain with national coverage.”
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PROJECT LUANGWA

Building for the future
For the past three years, Livingstone has
supported Project Luangwa’s education
development programme near the town of
Livingstone in Zambia. After heavy rains caused
the collapse of two classrooms at Kapita School,
Livingstone supported the reconstruction of
the school, including a four-classroom block,
bathrooms, and a house for the head teacher.
This phase of the project was completed in
January, at the start of the second term of the
school year, despite the poor site access during
the rainy season, the lack of raw materials caused
by rapidly increasing prices, an acute electricity
shortage across the nation and an extremely
limited water supply. While there had initially been
positive signs from test boreholes, identifying
a water source at the site proved to be very
difficult. The clay subsoil runs deep and, even at 20
metres, no stable water source was found. This lack
of running water meant that a new location for
the building of the new school had to be found.
The construction of the head teacher’s
house, something the old school didn’t have,
was essential. Without such a house, it would
be extremely difficult to attract high-quality
teachers for the school, as it is located in such
a rural area and teachers would otherwise have
to travel from other towns.

Neil Collen, Partner at Livingstone, is the
driving force behind the firm’s support for this
project. “We are extremely excited to be able,
directly and actively, to help extend educational
opportunities for the children of Nsefu, a poor
rural area in Zambia,” he says. “I have been keen
to contribute for many years, and I realised
that the best way of doing that is to raise money
and awareness of the challenges that such rural
communities face. Everyone at Livingstone
has been outstanding in their commitment to
the project, and has provided the cornerstone
that has allowed us to raise further funds and
awareness from other sponsors, big and small.
“Seeing the excitement in the eyes of the
children, parents and teachers as they look
at the new Kapita School makes the whole
venture hugely satisfying. When we raise our
heads from working hard for our clients at
Livingstone, it is a wonderful feeling to know
that part of that effort allows us to help less
privileged people in a very direct way.”
With Livingstone’s ongoing support,
the next phase of the project includes the
construction of wells and the provision of
water pumps, to ensure that the school and
nearby villages have access to a clean and
reliable water supply.

Livingstone has promoted three senior
staff members to the Partnership: Graham
Carberry in London, Tom Lesch in Chicago
and Dr André Schröer in Düsseldorf.
Graham Carberry (below, right) has
been with Livingstone for 11 years and has
played an important role in developing the
firm’s Industrial sector team, focusing on
Engineered Products, Print & Packaging
and Defence & Security. “I’m delighted to
be joining a partnership whose members I
have learnt from and respect,” says Carberry.
“Livingstone is expanding globally and
in the UK, so there could not be a more
exciting time to be taking this step.”
An example of this global expansion is
Livingstone’s US Debt Advisory practice.
In just over five years at Livingstone, Tom
Lesch (below, left) has built it into a “go-to”
advisor for mid-market capital solutions.
“As regulatory pressures evolve and new
debt structures enter the marketplace,
we will continue to see financial sponsors
and their portfolio companies relying on
Debt Advisory services to bring a range
of options to the table,” says Lesch.
Dr André Schröer (below, centre) joined
Livingstone’s German office in 2010 and
has played an important role in establishing
the firm’s Special Situations service offering
in the local market. He is responsible for the
remarkable position of Livingstone among
the top five advisers to receivers and the sale
of insolvent companies out of Germany, and
says: “With a planned enhancement of the
Special Situations team, we will be even
more successful in the future.”
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ROB CLARK

TRANSACTION AT A GLANCE
CLIENT: TESSELLA
SECTOR: BUSINESS SERVICES/
MEDIA & TECHNOLOGY
TRANSACTION TYPE: SALE
ACQUIRER: ALTRAN

A problem shared
Thanks to a two-year relationship with Livingstone, specialist data analysis
consultancy Tessella was perfectly positioned to make the right decision
when it received an unsolicited approach from a high-profile acquirer

O

xfordshire-based Tessella describes
itself as an “international analytics
and data science consulting services
company,” a description that doesn’t
begin to encapsulate all the different aspects
of the business or the areas in which it is
involved. These include aerospace and defence,
healthcare and life sciences, oil and gas, and
scientific research, among many others. It
has thrived by recruiting exceptionally bright
people who want to stay close to their academic
disciplines, but enjoy finding real-world
solutions to complex and highly technical
business challenges.
As Daniel Domberger, Partner at
Livingstone, puts it, Tessella “can solve
otherwise intractable problems”, even when
companies themselves aren’t certain what those
problems are, or whether they have them at all.

In recent years, Tessella has been involved in
a project mapping the potential geographical
spread of the Ebola virus in West Africa;
designing the mathematical algorithms which
help control satellites on the Solar Orbiter
mission, part of the ESA’s Cosmic Vision 20152025 Programme; helped BP to save time
and money through the BP Well Advisor tool,
which harnesses real-time data on its drilling
operations; and built an app for AkzoNobel
(owner of the Dulux paint brand) that enables
architects and interior designers to illustrate
their plans and ideas to clients, with as many
reworkings as are necessary.
“In one sense, it was a hard business to sell,”
explains Lewis Gray, Associate at Livingstone,
“because nobody else does exactly what Tessella
does. It is, essentially, highly intelligent people
solving problems.”
A NEW BEGINNING

Tessella started life in 1980, when it was
formed by Kevin Gell. In 2006, during a
period of rapid growth, Alan Gaby was
brought onto the Board to drive organic
growth. “We created a board of directors,
produced a detailed formal strategy and
started to make some key changes to the
business,” Gaby explains.
Since then, Tessella has grown steadily. It
now employs more than 230 people in four
offices in the UK (Abingdon, Warrington,
Burton upon Trent and Stevenage), three in the
US (Boston, Houston and Washington, D.C.)
and one in The Hague in the Netherlands. “We
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developed the business to a point where Kevin
wanted to realise some of his investment,”
explains Gaby, who led an £18m MBO, backed
by Mobeus Equity Partners, in 2012, at which
point Gaby himself became Chief Executive.
Tessella and Mobeus jointly decided on a fiveyear plan, but they also agreed that they wanted
advisers in place should an unsolicited approach

SECTOR: BUSINESS SERVICES

materialise. Mobeus Portfolio Director Guy
Blackburn duly contacted Livingstone.
“We already knew the team at Mobeus very
well,” explains Domberger, “and they knew we
had done quite a lot of work in Consultancy,
Defence, Healthcare and Media & Technology,
so they brought us in and we talked them
through our thoughts. Most private equity
investors would normally be looking at a

three- to five-year exit strategy, but with a very
specialised business such as Tessella, it’s always
worth having an adviser that’s up to speed in
case something happens sooner than expected.”
So Livingstone began to invest real time,
not just in Tessella, but also in the strategic
landscape in which it operates. This meant
that a large amount of mobilisation had
already been undertaken by the time Tessella
received an unsolicited approach.
EXPERT KNOWLEDGE

“One of the things that impressed me from
the outset,” says Gaby, “was the degree of
knowledge that resided in Daniel and Jeremy
[Furniss, also a Partner at Livingstone] about
Tessella and about our market. Neither of them
would pretend they knew everything about
us, but they knew an awful lot and presented
themselves in a way that made the board very

the company could and should go in the future.
Our advice is geared to maximising value in the
business, and our role was to guide and inform
them in pre-preparation for a sale.”
“We weren’t parachuting in to fight fires,”
Gray adds. “It was hard work, but it was spread
over two years rather than being rushed, and
all our background research proved to be
extremely useful.”
AN IDEAL FIT

French giant Altran, a global leader in
innovation and engineering consulting,
had long been recognised by Mobeus, the

IT’S ALWAYS WORTH HAVING AN
ADVISER THAT’S UP TO SPEED
comfortable that it was appointing the right
firm to help us. They had done an awful lot of
work before they came to see us, and that was
a key differentiator.
“We compared notes early on about
potential purchasers,” he adds. “I’d already
done the work with my board to put our slant
on it, and when we compared and contrasted
our lists, there was a lot of commonality. That
gave us the confidence that Livingstone did
understand us and our market.”
For his part, Domberger says: “One of the
great aspects of Tessella is that, in Alan, they
have a very good manager and a strategic
thinker who had established a vision for where

management team and Livingstone as an ideal
acquirer of Tessella. So, when Altran made an
unsolicited approach, Domberger was quick to
recommend that it should be taken seriously.
“Part of what we had been doing on behalf
of Tessella was monitoring possible buyers,”
he explains. “Altran was indisputably in that
category, and we had done our research on
their strategy and acquisitive intent. Altran
was obviously aware that Mobeus is a financial
investor, and so would be looking to sell at some
point, but it also knew that it was relatively early
in their investment period, so it had to make a
serious offer to make Mobeus engage
earlier than it might have intended.”
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SECTOR: BUSINESS SERVICES

Altran was keen to pursue a policy of
globalisation as part of its strategic plan,
dubbed ‘Altran 2020. Ignition’. “They were
quite public about what they wanted,” says
Gray. “They wanted a flagship company for
analytics – one they could hold up as an
example of best practice.”
Gaby concurs with this assessment and
explains the background to it. “In the past,
Altran was more focused on engineering
than software or advanced data analytics,
and there’s a very strong market right now
for analytics, which is often referred to under
headings such as big data, predictive analytics,
the Internet of Things, machine learning
and so on,” he says. “Our very first project as
a company, 35 years ago, was effectively a big
data project, and thanks to factors such as the
cost of data storage dropping, computer power
increasing and lots of new analytics tools
becoming available, the market was moving
in a favourable direction for us.
“For Tessella, the transaction was about getting
a good deal for our shareholders, of course,” he

goes on. “But beyond that, it was an opportunity
for Tessella to develop. Although we have grown
quite strongly, averaging 10% per annum over the
past 10 years, we knew we could grow faster if we
could more easily access our target clients, namely
big, global, blue-chip companies. Getting into
those companies can take up to two years of
sales and marketing effort; with Altran, we
would have a base of global clients that we
could start working with immediately.”
Indeed, since the transaction was completed
in December 2015, Tessella has already engaged

THE STYLE AND CULTURE OF THE
COMPANY CAN BE PRESERVED
a number of Altran’s global clients in sectors
and geographies that are new to Tessella.
Gaby adds: “All the key clients we spoke
with during the process of due diligence were
genuinely interested in the greater capabilities
that Altran could bring to bear – there are
projects Tessella might not have been able to
deliver in the past, simply because of our size,
which we are now able to.”
“There’s always a degree of concern that
a smaller company might be subsumed by
a bigger one,” Domberger adds. “But in this
instance, Altran was very clear that it wanted
to maintain Tessella as a semi-autonomous
centre of excellence. It fitted precisely with
their direction of travel, so they didn’t propose
any radical changes to the structure, culture
or personnel at Tessella.”
“What our staff are looking for is to get
involved in lots of highly complex, challenging
assignments,” says Gaby. “At the same time, we
can continue with a high degree of autonomy,
and therefore the style and culture of the
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company can be preserved and nurtured.
Again, that tallies very well with the wishes of
the staff, who really do value the way we work.
So from a staff perspective, it fits.”
Mobeus’s Blackburn is highly complimentary
about the role Livingstone played in the
transaction, saying: “Livingstone’s sound
strategic and tactical advice was key to
delivering this highly attractive transaction.”
Gaby agrees. “Livingstone’s understanding of
our business and our motivation made the
process quite a lot easier to execute than it
could have been,” he concludes.

Contact:
Daniel Domberger, Partner
T: +44 (0)20 7484 4731,
E: domberger@livingstonepartners.co.uk
Lewis Gray, Associate
T: +44 (0)20 7484 4704,
E: gray@livingstonepartners.co.uk

SECTOR: RETAIL
ANDY DAVIS

Retail therapy
Despite the failure of BHS and Austin Reed, traditional bricks and mortar retailing is not
necessarily doomed to failure – it just needs to be part of a coherent omni-channel strategy

T

he collapse of BHS and Austin Reed into
administration has revived the notion
that bricks and mortar retailers are an
endangered species. These two longestablished UK brands both struggled to
evolve beyond their high-street store portfolios
and become modern, multi-channel retailers
that could remain relevant to the changing
habits of Britain’s shoppers. You might think it
was only a matter of time before they folded.
Well, yes and no. While their long-running
problems made failure likely, to understand
the lessons of these administrations we
need to consider why other high-street
players continue to have profitable, growing
businesses based on traditional bricks and
mortar retailing.
Harsha Wickremasinghe, Associate at
Livingstone, highlights The Card Factory as an
example of a store that has managed to achieve
increased like-for-like sales and margins on
Earnings before Interest, Tax, Depreciation and
Amortisation (EBITDA) growth of just under
25% for the year ended 31 January 2016. The
contrast with BHS and Austin Reed is clear.
But Card Factory’s success is based on a
model that has been heavily engineered to suit
the particular category in which the business
operates, and the behaviour of its target
customers. Card Factory serves the value
end of the greetings card market with busy,
heavily-stocked stores to maximise revenue
per square foot of selling space. Alongside this,
it owns its own print and logistics operations,

enabling it to capture as much of the margin
in its products as possible and creating a
barrier against potential competitors. Card
Factory, therefore, is not simply a store-based
card retailer. It is a vertically-integrated card
printer and retailer adapted to operate as
profitably as possible in a particular niche.
BHS, by contrast, lacked a coherent
strategy – its recent diversification into the
ultra-competitive food market spoke volumes
about its lack of direction. But above all, it
lacked the sustained investment required
to adapt to consumer tastes and habits. “In
a highly competitive retail environment, if
you don’t invest and you don’t look to change
your ways, then you run the risk of either
having to go down a discount route or become
obsolete,” says Simon Cope-Thompson,
Partner at Livingstone and Head of the
Consumer sector team.
Successful retailers (whether bricks and mortar
or multi-channel) have a clear strategy to exploit
the opportunities for their particular category.
Card Factory has not required a significant
e-commerce strategy so far, but different retail
categories are evolving at different rates, points
out Daniel Domberger, Partner at Livingstone
and Head of the Technology team. Others have
already migrated to online and mobile channels
and, as they mature, technologies such as
virtual gifting are likely have an impact on the
greetings card market. The key is to understand
and anticipate the way your category is evolving
and invest to adapt your business.

In fashion retailing – a market that left
BHS behind – Domberger points out that the
leaders have already made huge investments
in supply chain, logistics and fulfilment in
order to operate profitably while shipping
online purchases to customers, many of which
will be tried on and returned, eroding margins
and demanding sophisticated reverse logistics
capabilities. Some have developed integrated
technology systems that enable a customer to
look at a product in a store, scan it into their
mobile basket and then pay for it minutes
or days later via an e-commerce website –
genuine omni-channel retailing.
“You have to adapt to how your customers
are going to spend and make it easy for them,”
Cope-Thompson says. “You have to anticipate
how your particular category is going to evolve
and watch what your competitors are doing
very closely. And that requires focus and
sustained investment.”

Contact:
Simon Cope-Thompson, Partner
T: +44 (0)20 7484 4706,
E: sct@livingstonepartners.co.uk
Daniel Domberger, Partner
T: +44 (0)20 7484 4731,
E: domberger@livingstonepartners.co.uk
Harsha Wickremasinghe, Associate
T: +44 (0)20 7484 4748,
E: hw@livingstonepartners.co.uk

BRICKS AND CLICKS
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TRANSACTION AT A GLANCE
CLIENT: PEI MEDIA GROUP
SECTOR: MEDIA & TECHNOLOGY
TRANSACTION TYPE: MANAGEMENT BUY-OUT
INVESTOR: LLOYDS DEVELOPMENT CAPITAL

The right match
The management buy-out of PEI Media Group was the culmination of seven years
of conversations that helped Livingstone to find the perfect partner for the business

Y

ou might think that the owners of the
leading specialist publisher covering
the private equity (PE) industry would
require less corporate finance advice and
support than most. But writing about PE is a
far cry from negotiating to sell your business,
so when founders David Hawkins and Richard
O’Donohoe decided that the time had come
to explore an exit from PEI Media Group,
they contacted Richard Fetterman, Partner
at Livingstone.

Ahead of the formal sale process, Fetterman
and Director Gavin Orde organised a series
of “fireside chats” between the founders and a
number of potential PE investors, helping to
“tease out the personal chemistry”, as Hawkins
puts it. “Of course, we already knew in the
abstract that not all PE firms are the same,” he
adds, “but through the process, we began to
get a better understanding of where we would
like the business to end up.”
Although discussions also took place with a

WE’RE HAPPY TO INVEST OUR TIME
AND GIVE ADVICE ALONG THE WAY
The three had been in touch for seven years
by that point, with Fetterman providing
informal advice to the owners and acting as a
confidential sounding board at key moments.
And once Livingstone was formally appointed,
Hawkins and O’Donohoe say they appreciated
the firm’s approach to running the sale process
and helping them achieve their ultimate aim:
securing an attractive deal for them as owners,
but also selecting the right partner to support
the management team through the next stage
of PEI’s development.
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series of potential trade acquirers, the founders
concluded fairly quickly that PE was their
preferred route; because they felt there were
still significant growth opportunities for PEI
to pursue, because the executive management
team were keen to participate in a buy-out,
and because both founders wanted to remain
involved in the business in non-executive roles.
AN OPPORTUNITY TO REINVEST

But with that decision made, a lot of work
still had to be done. “The first-round process
resulted in significantly different indicative
offers, in terms of structure and price, which
again shows that PE firms do think very
differently from each other,” says O’Donohoe.
The information memorandum that
Livingstone prepared had offered 100% of the
equity for sale, Orde explains, “but both David
and Richard were intrigued about retaining a
significant stake in the company.”
As it transpired, Lloyds Development
Capital (LDC), the ultimate investor, proposed
a structure under which the two founders
would reinvest a proportion of their sale
proceeds in PEI, giving them a minority stake

in the new company. Although
this wasn’t what the two had
originally envisaged – and
it was very different from
some of the other offers on
the table – they decided
that not only was the
personal chemistry with
the LDC team strong,
but the opportunity
to reinvest in PEI’s future
growth was too good to pass up.
“It was a meeting of minds between
an investor that was keen for the founders
to reinvest, and founders who were happy to
do it because they believed in the business’s
prospects,” says Fetterman.
Bill Troup, Managing Director, Debt Advisory
at Livingstone, and his team ran a debt staple
process (see panel, opposite) alongside the sale,
testing the market on behalf of all potential
buyers to provide a firm indication of the debt
pricing and structures to co-fund any bid. This
included all-senior, unitranche, and senior and
subordinated debt packages. The level of debt
finance the bidders were proposing was also
an important consideration, say Hawkins and
O’Donohoe. They had taken on debt in order
to buy out their original investors in July 2007
and so had experience of managing a business
with debt on the balance sheet.
Ultimately, the founders say they were able
to find “good chemistry and thoughtful
engagement” with LDC, thanks in large part to
the trusting relationship they developed with
their advisers. As Fetterman concludes: “It’s not
unusual for us to be in touch with a business for
many years before any transaction happens.
We’re happy to invest our time and to give
advice along the way, so that by the time they
are ready for a transaction, we are fully aware
of the subtleties that you couldn’t understand
coming into it cold.”

SECTOR: MEDIA & TECHNOLOGY
Contact:

ANDY DAVIS
MICHAEL CLEMENT

Richard Fetterman, Partner
T: +44 (0)20 7484 4739,
E: fetterman@livingstonepartners.co.uk

Pictured, l-r: Richard O’Donohoe,
PEI Media Group; Richard
Fetterman, Livingstone; David
Hawkins, PEI Media Group

Bill Troup, Managing Director, Debt Advisory
T: +44 (0)20 7484 4722,
E: troup@livingstonepartners.co.uk
Gavin Orde, Director
T: +44 (0)20 7484 4742,
E: orde@livingstonepartners.co.uk

Soft staple debt
As part of the sale process for PEI Media,
Livingstone’s Debt Advisory team sourced
a ‘soft staple’ debt package. A soft staple is a
process carried out by the sell-side adviser,
whereby debt financing packages are sought
from selected lenders to support a proposed
transaction, and would include acquisition
finance as well as working capital facilities.
These packages are offered to PE funds
participating in the process and can be
‘stapled’ to a successful sponsor’s offer. The
staple is ‘soft’ as the lenders are not actually
committed to providing the debt.
This achieves three objectives:
• Underpinning of value – PE investors
tend to use third-party debt to gear their

returns. The more debt sponsors use,
the more they can pay for the business,
or the more equity they can allocate to
management. The staple process guides them
on how much debt they can secure, and on
what terms, so they can confidently stretch
their offer for the investment while protecting
their expected returns.
• Reduce execution risk – Most investors
require visibility of debt financing packages
before making their final offer, with the debt
to be raised either immediately on, or soon
after, completion. Consequently, running a
soft staple process alongside the sale process
reduces transaction execution risk by giving
the sellers more certainty of the bidders’

funding and avoids the preferred bidder’s
debt raising process holding up the wider sale
process. Bidders often approach their own
relationship lenders, but appreciate having
access to lenders who are already fully familiar
with the target and are first stage credit
approved (the process is also referred to
as a debt education process for lenders).
• Management education – The process
is useful in educating management prior
to completion about the financial and
contractual conditions of each of the likely
debt packages.
In the case of PEI Media, LDC secured a
debt package from HSBC, which was one of
the staple debt group of lenders.
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JAMES LEVER, LONDON

While 50% of mid-market buyers of UK
businesses come from the US, a lot of
activity has been fuelled in recent years
by private equity (PE). The strong growth
in the performance of entrepreneurial
businesses has provided significant
expansion and investment opportunities
for institutional investors. A number of
independent businesses have benefitted
from early-stage PE investment which

has allowed them to institutionalise,
achieve accelerated growth and become
very attractive targets for the next tier of
PE investors.
We expect to see continued PE interest
across a number of sectors, and also the
increasing trend for strategic buyers to
raise their game in competitive processes,
in order to outbid PE and secure the more
attractive targets.
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24
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50
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38

WHERE ARE BUYERS
COMING FROM?
The charts show the
percentage of inbound
M&A in 2015 by region
for each country

US

55

KEY
EMEA

STEPHEN MILES, CHICAGO &
BRENNAN LIBBEY, LOS ANGELES

Steven Miles says: “An abundance of capital
and a sluggish economy have made for a
perfect buyers’ market. Specific industries
have also contributed. The healthcare
industry has seen unbelievable change,
while oil prices have been slashed. The
shakeout and consolidation resulting from
this means there has been a lot going on.
“As we get closer to the presidential
election, you could have a great deal of
uncertainty which could drive a lot of selling
activity. Also, where will China settle out?
Will it continue to chug along or is there a
massive bubble? Will the oil and gas market
recover? Our Special Situations team is
ready if things turn for the worse, but we
are seeing strong volumes and very strong
values across the US.”
Brennan Libbey adds: “With our
global infrastructure and reach,
Livingstone continues to deliver aboveaverage cross-border outcomes in
transactions for US clients.”
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AMERICAS

ASIA-PACIFIC

NEIL COLLEN, MADRID

7

33

SPAIN

60

The vast majority of Spanish businesses
are family-owned, and if there isn’t a family
member good enough or willing to take it
over, they will often sell the business rather
than professionalise the management. In
addition, the extended economic crisis in
Spain has led people to think carefully about
selling businesses, although there has been
a recent shift, with an encouraging virtuous
circle of export and national growth.
To survive, a lot of companies reorientated
towards export markets. Following the
fall of the Rouble, the Chinese slowdown,
the oil collapse and the knock-on effect
on commodity pricing, there was a fear of
clouds on the horizon. But the up side, the
fall of the Euro against the dollar, means
that we have become very competitive when
exporting to dollar-denominated markets,
and we see significant growth potential here
driving strong M&A interest.

M&A OUTLOOK
22 5
SWEDEN
73

ANDERS JACOBSON, STOCKHOLM

We saw a significant number of IPOs in
the Nordic market in 2015. Underlying
economic stability and good growth in the
Nordics continue to support companies with
a strong market position and product or
service offering. In addition, the PE market,
which is relatively large compared to other
European countries, creates a competitive
environment for high-quality assets.
The regional outlook is positive;
consumers continue to spend a significant
amount of their disposable income. However,
we believe some export companies will start
to experience tougher market conditions
in certain industries. Since the Nordics is
a relatively small market, international
companies may be disproportionately
affected by global economic slowdown. But
still, M&A appetite has been strong, and
we believe that it will remain strong and
favourable for well-positioned businesses.

46
23
CHINA

31

CHRISTIAN GRANDIN, DÜSSELDORF

14
30
GERMANY

56

A healthy economic climate has been one of
the main drivers of the German economy,
accompanied by the flooding of the market
with cheap money. The resulting high
prices have led to a lot of M&A activity.
Confidence in the economy has encouraged
higher spending in terms of investment
and M&A.
People are worried about the crisis in
Syria – especially in Germany, where we

are looking after so many refugees – and
reduced growth rates in China, one of
our largest export partners, is worrying
industrial clients. However, the robust
economy and cheap money policy of the
ECB are compensating for these threats.
Sellers, especially those in the Industrials
sector and the PE players, want to make the
most of the current favourable conditions
and expedite their sales.

The global
M&A outlook

Following a record-breaking year of M&A activity, what market
trends will dominate the next 12 months? To find out, we asked
six Livingstone Partners for their assessment of their national
markets and the factors that are likely to affect each in 2016
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TRANSACTION AT A GLANCE
CLIENT: EDIGITALRESEARCH
SECTOR: MEDIA & TECHNOLOGY
TRANSACTION TYPE: COMPANY SALE
ACQUIRER: MARU GROUP

TRANSACTION AT A GLANCE
CLIENT: ADESTRA
SECTOR: MEDIA & TECHNOLOGY
TRANSACTION TYPE: FUNDRAISING
INVESTOR: BUSINESS GROWTH FUND
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SECTOR: MEDIA & TECHNOLOGY
DAVID CRAIK

Platforms for growth
Two recent transactions illustrate how owning a scalable proprietary platform
helps to drive value in the Media & Technology sector

Y

ou’re sat in the British Airways firstclass lounge at Heathrow ahead of a long
transatlantic flight. You’d like a relaxing
drink of rosé champagne, but find to your
consternation that there is none available today.
You turn on your phone, use the QR code that
you see in the lounge, vent your frustration and
then storm off to board your plane.
Thanks to Southampton-based intelligence
and software provider eDigitalResearch
(eDR), however, your day will end well. eDR
helps blue-chip companies such as British
Airways (BA) to monitor and analyse real-time
customer experiences and feedback. In this
case, its software alerts a BA staff member to
organise for a glass of rosé champagne to be
delivered to you on a tray as you take your seat
for your flight. “I’m sorry this wasn’t available
previously in the lounge, Sir,” says the steward
with a smile.
Daniel Domberger, Partner at Livingstone,
says this was one of his favourite stories
to emerge from the firm’s advisory role in
the acquisition of eDR by MARU Group
in February.
“Helping clients such as BA, Waitrose
and Sainsbury’s to access the voice of their
customers in real time as they use a product,
or to understand their online shopping
behaviour, is strategically valuable and
unique,” says Domberger. eDR’s proprietary
technology platform also supports customer
feedback on a massive scale; for example, it
can help the BBC handle as many as 23,000
research pieces a second in response to a
particular item or programme.
Domberger draws parallels with another
recent deal involving Livingstone’s Media &
Technology team, when it helped Oxford-based
email marketing platform Adestra raise US$7m
of development capital from the Business

Growth Fund (BGF) to fund further US and
global expansion. As part of the transaction,
Adestra recruited Matt McGowan, Google’s
Head of Strategy, to join as a full-time executive.
Adestra’s digital marketing platform,
MessageFocus, helps marketers to
communicate more effectively and personally
with customers and subscribers by learning
their behaviours, traits and needs. Its
technology helps marketers send timely and
relevant content to clients’ customers and
helps shape future strategy.
SCALABLE SUCCESS

“Both eDR and Adestra are scalable proprietary
technology platforms that are able to support
rapid growth and drive value. As revenues
increase, the cost base doesn’t need to grow
with them,” Domberger explains. “The
UK is probably the world’s most advanced
e-commerce market, with a deep well of
talent. We are seen as leaders and investors,

growth. As a result, they asked Livingstone to
find a suitable partner.
“I’d known Chris since 2009 and we
had developed a good relationship,” says
Domberger. “Because of Livingstone’s
in-depth knowledge of the market research
sector, we were ready to act quickly when
eDR contacted us. We knew which potential
acquirers were keeping pace with the
way technology was changing, such as
the convergence of customer experience,
loyalty and automation.”
The Livingstone team talked to a number
of strategic acquirers who quickly understood
the value in eDR’s platform. Ultimately,
they selected MARU Group, headed by Ged
Parton, former Global CEO of Synovate and
Ipsos. The acquisition was backed by Primary
Capital Partners.
“Ged was looking for a more entrepreneurial
business to get involved in,” Domberger recalls.
“He met Chris and Michelle and we quickly

THE UK IS THE WORLD’S MOST
ADVANCED E-COMMERCE MARKET
and acquirers are showing huge interest
in the skills, technologies and capabilities
developed here – what’s known as e-commerce
enablement. At Livingstone, we enjoy working
with technology firms that have established
sufficient scale and are looking at ways to
expand into new sectors and areas.”
eDR, founded in 1999 by Chris Russell
and Michelle Fuller, is a classic example. The
founders felt they had expanded the business to
a strong position, one where it was recognised
in the UK and internationally for its deep
expertise, and they believed new ownership
was needed to help it achieve the next stage of

found that there was a very good personal and
cultural fit. Chris saw that Ged was not just
going to be a custodian of the business, but
had a real vision for its ongoing growth.”
Nick Field, Associate Director at Livingstone,
adds: “MARU recognised that eDR had built
a market-leading technology platform that
was capable of being used on a larger scale. It
saw eDR as the technological building block
on which it could construct a larger market
research group. If you’re building a business,
you embed the expertise and knowledge in
the platform. It gives you the ability to
grow both fast and profitably.”
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SECTOR: MEDIA & TECHNOLOGY

RISING DEMAND

Adestra, which has more than 500 clients
worldwide, had already started expanding in
the US, with sites in Dallas and New York, when
it asked Livingstone to help it look for capital to
meet rising demand.
“The company has delivered double-digit
annual revenue growth for more than a
decade and is now taking on the US giants and
winning,” says Domberger. “Adestra is a UK

mindset and a good level of cultural fit and
personal chemistry.
Anand Parekh, Associate Director at
Livingstone, explains that the US offers such
huge opportunities for Adestra because “direct
marketing is so much more popular there
than in the UK and the opportunity for scale
is larger.”
He adds that BGF proved to be such a good
investor because it really understood the digital

ACQUIRERS LIKE THE IP, RECURRING
REVENUES AND SCALABILITY
upstart attracting high-quality talent and huge
interest in the US. It sees huge potential in the
States and it needed to scale up. To get a leading
Google executive to join a UK business of its
size is simply amazing.”
Livingstone had already worked with
Adestra for several years, advising on strategy
and growth. The team looked at a range of
traditional investors, such as debt-led funds
and PE, but felt that the BGF, which targets
established UK-based firms with strong
growth potential, had a growth-oriented
14 // WWW.LIVINGSTONEPARTNERS.COM // SPRING 2016

marketing sector, the power of the platform,
and the needs of its customers. He explains:
“With any technology platform, it is important
to determine the niche service it provides
and how it can add value. As a potential
acquirer or investor, you have to work hard
at understanding it.”
Technology assets continue to drive significant
investor and acquirer interest. “Acquirers like the
intellectual property, the recurring revenues and
the scalability. Tech businesses are very soughtafter at the moment,” says Parekh.

Field agrees: “These transactions illustrate
the basic insight that your business can
sustainably grow faster, and therefore will
be more valuable, if you embed a significant
proportion of the knowledge and skills needed
to operate it in proprietary technology, rather
than people,” he says. “eDR and Adestra are
great examples of the kind of focused, fastgrowing businesses with market-leading
technology in a specialist vertical that are
attractive to both strategic acquirers and
private equity.”
Now that is worth celebrating with a glass
of rosé champagne.

Contact:
Daniel Domberger, Partner
T: +44 (0)20 7484 4731,
E: domberger@livingstonepartners.co.uk
Nick Field, Associate Director
T: +44 (0)20 7484 4738,
E: field@livingstonepartners.co.uk
Anand Parekh, Associate Director
T: +44 (0)20 7484 4716,
E: parekh@livingstonepartners.co.uk

SECTOR: INDUSTRIAL

JAMES GAVIN

Taking the long view
Paintbox reaped the benefits of its long-term relationship with Livingstone
when it secured investment from the Business Growth Fund

Q

uick-fire deals have their merits, but
sometimes it pays to take the long
view. For Paintbox, the long gestation
of its relationship with Livingstone
resulted in success in February 2016 when
the Business Growth Fund (BGF) acquired a
30% stake in the business. But this was a slowburn transaction that reached fruition some
10 years after the company first made contact
with Livingstone, and shows the virtue of
waiting for the right moment.
Paintbox is a UK-based full-service supplier
of painted plastic exterior assemblies to
premium automotive OEMs. It was founded
by James Sharp and Karl Durham in 1989 to
service the high-end motorsports market,
using state-of-the-art robotic painting
technology to provide an unrivalled service
to demanding luxury marques such as Aston
Martin, Bentley, Jaguar Land Rover and
Rolls-Royce.
In 2012, the company asked Livingstone to
review its options, including the most likely
strategic acquirers of such a niche technical
business. However, rather than hurry through
a transaction, the Livingstone team
cautioned patience. Paintbox had won
some major contracts and the team advised
delaying any formal process launch until these
had been consolidated and the value of them
captured in the business.
“We prepared the information memorandum,”
recalls Graham Carberry, Partner at Livingstone,
“and were ready to go, but we advised them that,

Contact:
Graham Carberry, Partner
T: +44 (0)20 7484 4728,
E: carberry@livingstonepartners.co.uk

rather than give up value, they should consider
waiting to see all this coming to fruition.”
Strong trading in the following years, and
a developing pipeline, tempered by the need
to expand the plant to accommodate growth,
led management to see the value in retaining
independence. So, rather than sell, they decided
instead to seek an investor to support the
company’s ongoing growth.
By late 2015 the time was ripe to find the
right investor. Livingstone suggested BGF –
a provider of long-term growth capital for
ambitious entrepreneurs running growing
UK companies, “buying minority stakes in
firms that have a real growth story behind
them,” as Carberry says.

BGF stepped in to support Paintbox’s growth
strategy, funding the building of an additional
robotic painting line.
Paintbox founder James Sharp says the
outcome is positive for all concerned. “In BGF,
Livingstone found us the ideal partner. With the
strength of our pipeline, this investment will
support the next step-change in our business.
Livingstone’s guidance and expertise,
based on the understanding they have
gained from over a decade of working
with us, has been essential to securing
this important funding.”

TRANSACTION AT A GLANCE
CLIENT: PAINTBOX
SECTOR: INDUSTRIAL
TRANSACTION TYPE: CAPITAL-RAISING
INVESTOR: BUSINESS GROWTH FUND
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Sensors working overtime
Livingstone’s work with Austrian sensor manufacturer ams, which it assisted with two acquisitions in
the space of a year, highlights the importance of maintaining relationships beyond the transaction

“Y

ou have to invest in a business
relationship,” says Ralf Nowak,
Partner at Livingstone, “and you
need to be an expert in the relevant
business sector – otherwise you are not an
interesting interlocutor. At the end of the day,
an adviser needs to come up with good ideas
and to be a team player.”
Over the last two years, Livingstone has
followed this advice, building a relationship
with ams, Austria’s leading sensor and sensor
solution manufacturer. For Nowak, it has
been a great experience to be able to work and
discuss new opportunities with an innovative
and dynamic client. “Working closely with
them like this, as part of the team – it reminds
me very much of my former position as head
of M&A in a large US corporate. It’s hard
work, but it is very rewarding,” he explains.

A STRONG BIDDER

ams first came to Nowak’s attention when
Livingstone was acting for the shareholders
of German industrial controls group acammesselectronic in 2014.
“acam had appointed us to find a buyer
and were particularly keen on a strategic
sale to a foreign multi-national in Japan
or the US,” Nowak recalls. “A very wellknown US firm soon became the board’s
favourite, but we discovered that acam would
be fully integrated into one of the buyer’s
subsidiaries, something the management
team were keen to avoid.”
As a result of Livingstone’s continued
research, ams emerged as another strong
potential acquirer. Based in Premstätten, near
the Austrian city of Graz, ams develops and
manufactures high-performance analogue
semi-conductors that solve its customers’
most challenging problems with innovative
solutions. Key markets are Industrial,
Healthcare and Consumer and ams employs
2,100 people in more than 20 countries.
“ams was the only party that saw acam’s
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cross-divisional impact,” says Nowak. “It
also had the right composition of team
members in the meetings. It wasn’t just the
COO, Thomas Stockmeier; the heads of
Engineering and Marketing were negotiating
as well. Everyone could see that they were
taking the bid seriously.” An additional
advantage was that ams presented a well
thought-out integration strategy.
CHANGING SIDES

In December 2014, ams acquired acam, but
Nowak didn’t have much time to bask in the
satisfaction of a job well done. Even before the
transaction was completed, he learned that ams
was driving for further growth.
“In the train on the way to the last meeting
with acam, I was told by the ams business
sponsor for that transaction that if we saw
something similar in the market for acquisition,
then we should get in touch,” says Nowak.

applications to ams and it was developing
quickly on the consumer side. We felt it
would be an attractive acquisition.”
A SMOOTH TRANSACTION

Both TA Associates and ams were keen on
exploring the possible acquisition. Livingstone
helped to organise ‘pre-discussions’ between
both parties before being officially appointed
by ams to work as an adviser in Summer 2015.
“It was a very smooth transaction process,
partly because I knew ams’s legal and financial
team from the acam acquisition,” says Nowak.
“It was also a bilateral process rather than
a competitive sale process, so it progressed
relatively quickly.”
In December, ams’s €220m acquisition of
CMOSIS was completed. ams Chief Executive
Kirk Laney is delighted. “Acquiring CMOSIS
extends our position of market leader in
optical sensors,” he says, “and strengthens

WE BENEFITED FROM LIVINGSTONE’S HELP,
ADVICE AND HANDS-ON SUPPORT
“So we did some research and presented ams
with a number of ideas.” The relationship was
developing. “In effect, the buyer now wanted us
to work with them,” Nowak adds.
By Spring 2015, the Livingstone team had
identified a company that could enable ams to
achieve its main aim of extending its portfolio
of products into new sectors: Antwerp-based
fabless semi-conductor supplier CMOSIS,
owned by PE group TA Associates. Its image
sensors serve a broad range of high-end
applications in markets such as machine
vision, medicine, broadcasting and traffic.
“TA Associates had only bought CMOSIS
18 months earlier, so it was not ideal timing –
PE investors usually look at an exit between
three and five years,” Nowak explains. “But we
thought, why not try? CMOSIS had different

our position as the leading pure-play sensor
solutions provider for growth markets
including Industry 4.0, the Internet of
Things and medical diagnostics.”
Thomas Riener, EVP Marketing and Strategy
at ams, explains that “we benefited from
Livingstone’s help and advice – from valuation
through to tactics, negotiation, and hands-on
support. We look forward to working with
Livingstone again on future transactions.”
Nowak looks forward to working with ams
again too, and Livingstone is now in pole
position to be the lead adviser if ams wishes
to pursue further acquisitions in future.
“Our relationship with ams moved from the
COO to the CFO and the board. Our reputation
grew and they felt very comfortable with us,”
Nowak concludes.

SECTOR: INDUSTRIAL

DAVID CRAIK

TRANSACTION AT A GLANCE
CLIENT: ACAM-MESSELECTRONIC GMBH
SECTOR: INDUSTRIAL
TRANSACTION TYPE: SALE
ACQUIRER: AMS AG
TRANSACTION AT A GLANCE
CLIENT: AMS AG
SECTOR: INDUSTRIAL
TRANSACTION TYPE: ACQUISITION
TARGET: CMOSIS

Contact:
Dr. Ralf Nowak, Partner
T: +49 211 300 495 24,
E: nowak@livingstonepartners.de
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At your services
Livingstone’s in-depth sector knowledge and international reach were
instrumental in the sale of Westway Services to $5bn-revenue, NYSE-listed ABM

T

iming is important in business, and the
sale of Westway Services to ABM is a good
example of choosing the right moment to
sell a company.
Westway, a leading UK provider of
technical building services, was founded in
2000 in west London. The journey that led
to the sale started in 2009, when Westway
was the subject of an MBO, led by Managing
Director Andy Donnell and backed by two
PE investors, Maven Capital Partners and
Mobeus Equity Partners.
“We met with the management and saw
an opportunity to transform it into a more
professional and, ultimately, much bigger
business,” recalls Andrew Symmonds,
Investment Director at Maven.
“The story of the journey from MBO to exit
reflects how a first-class management team,
backed by private equity investors, can work
together to build and develop a world-class
business, creating value along the way,” adds
Bob Henry, Partner at Mobeus.
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As Donnell explains, the plan from the
outset was to grow the business and, ideally,
sell within a four- to five-year time horizon.
“Post-MBO, we had a clear strategy to grow
our recurring maintenance business on a
national basis,” he says. “Our view was to
achieve £50m in revenue and £5m earnings
before interest and tax.”
The business did indeed progress along
these lines and in 2013, Livingstone spoke
to a small number of potential strategic
acquirers for Westway. However, a surge of
new contract wins at that time – most notably
with retail giant Marks & Spencer (M&S) –
led Livingstone to advise that the shareholders
delay a sale.
Jeremy Furniss, Partner at Livingstone,
explains the thinking behind this move: “The
shareholders were confident of Westway’s
growth potential and acknowledged that if the
business was capable of nearly doubling in size
over the next few years, it would be possible to
support a much higher valuation in due course.”

THE RIGHT TIME TO SELL

Fast-forward to 2015 and Westway had
expanded, profitability had improved materially
and the business was ‘match fit’ for a sale. While
M&S now represented a meaningful share of
its business, the relationship had developed;
Westway was asked to provide mechanical
and electrical services, not just to the retailer’s
general store and refrigeration facilities, but
also to its distribution centres. In addition,
Westway had won notable contracts with other
high-profile customers, including property
consultancy Knight Frank and savings and
investment company (and significant property
investor) Standard Life. By Spring 2015, a
strong revenue growth trend was evident in
Westway and it was decided that it was the
right time to sell the business.
Livingstone’s deep knowledge of the Building
and Facilities Services sector, relationships with
major strategic groups and international reach
meant that it was ideally placed to add value to
the sales process. “Livingstone demonstrated

SECTOR: BUSINESS SERVICES
DAVID BURROWS

TRANSACTION AT A GLANCE
CLIENT: WESTWAY SERVICES
SECTOR: BUSINESS SERVICES
TRANSACTION TYPE: SALE
ACQUIRER: ABM

have large portfolios or who require their
equipment to work all the time – those for
whom temperature is key to their fundamental
operations,” says Carberry. “If a company just
wants a few fans to keep an office cool, then
Westway is not going to compete on price. But if
it is a contract to ensure that a large data centre
is kept cool, or that a supermarket doesn’t lose
all its food stock due to failed refrigeration, then
companies buy into the value of Westway. The
service level differentiation is borne out by both
Westway’s growth and its higher profitability,
with margins more than twice those of many
of its competitors.”
COMPLEMENTARY STRENGTHS

ABM, a building and airport services group
with approximately 118,000 employees,
had taken its first step into the UK with the
acquisition of GBM Support Services, a
building services company, in October 2014.
Although best known for its ‘soft’ services (such

this is that the team can justifiably guarantee
customers high-quality service delivery.”
Indeed, Westway opened a brand new training
centre in 2015, such is the importance it places
on its staff ’s technical capabilities.
The strong relationship at board level
between the two parties, and the close cultural
fit, has encouraged continuity, and the core of
the senior management team at Westway has
remained in place following the acquisition.
Donnell insists that this was essential. “The
transaction was very much built around the
work that had been done by the management
team and the future opportunities the team
can deliver in a larger organisation,” he says.
Although there was strong interest in Westway
from several other international companies,
ABM was the preferred acquirer on a number of
levels. “ABM valued Andy Donnell’s leadership,
and they identified the greater synergies that
existed between the two businesses,” says
Carberry. “They clearly understood the true

LIVINGSTONE HAVE BECOME TRUSTED
ADVISERS IN EVERY SENSE
a clear understanding of the business,” says
David Steventon, Chairman of Westway, “and
had an empathy with the management ethos,
which helped tremendously when it came to
communicating the strengths of the business
to potential acquirers.”
Graham Carberry, Partner at Livingstone,
adds: “Our record of transactions in this area
was definitely a positive factor. We were able
to access the senior management of potential
buyers quickly. In the case of ABM, we had an
existing relationship, which really helped to
progress the transaction.”
Carberry says the scale of Westway, and the
fact that it had the systems, management and
engineering skills in place to be a big player in
the UK market, was attractive to ABM. Another
positive factor was that approximately 90%
of Westway’s business was in higher-margin,
planned preventative maintenance contracts,
rather than ‘reactive maintenance’.
“Westway focuses on delivering best-inclass services, working with customers who

as staffing at airport retail points, and cleaning),
ABM had developed a successful ‘hard’
technical services offering in North America
and was keen to replicate this technical
capability in the UK. The opportunity to buy
Westway, a specialist in hard services, came
at just the right time and the ABM leadership
team was keen to pursue the acquisition. Crossselling opportunities for both hard and soft
services at UK airports, a sector where ABM
has high penetration, could prove a key benefit
of the distinct skill-sets and expertise developed
by both parties.
According to Tom Smith, Associate at
Livingstone, who worked on the transaction,
in addition to these complementary strengths,
there was a good cultural fit between ABM
and Westway.
“Both companies believed strongly in
in-house delivery,” says Smith. “What appealed
to ABM about Westway was its commitment
to using its own trained engineers rather than
sub-contracting out. The consequence of

value of the Westway business.”
Donnell is delighted, saying: “We have
worked with the Livingstone team since 2013
and the sale to ABM is the culmination of a
great deal of careful planning and hard graft.
Over this period, Livingstone have become
trusted advisers in every sense. Their sector
knowledge enabled them to identify ABM as
an ideal strategic partner, manage a very
discreet competitive sale process and deliver
an exceptional deal for management and
institutional shareholders.”

Contact:
Graham Carberry, Partner
T: +44 (0)20 7484 4728,
E: carberry@livingstonepartners.co.uk
Tom Smith, Associate
T: +44 (0)20 7484 4724,
E: tpsmith@livingstonepartners.co.uk
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100% COTTON

JAMES GAVIN

5%
TRANSACTION AT A GLANCE
CLIENT: CLEAN LINEN SERVICES
SECTOR: BUSINESS SERVICES
TRANSACTION TYPE: FUNDRAISING
FOR ACQUISITION
TARGET: PARAGON LAUNDRY

Buying
and building

100%

LIVINGSTONE

Livingstone’s Debt Advisory team are experts
in arranging borrowing for companies pursuing
buy-and-build strategies

T

he team led by Bill Troup, Managing
Director, Debt Advisory at
Livingstone, has earned a reputation
for arranging borrower-friendly and
competitively-priced capital structures for
clients. A particular strength is raising debt
packages with the flexibility and scalability
to support ‘buy-and-build’ strategies.
This strategy typically involves PE
investors identifying an opportunity in
a sector that is highly fragmented, with
a number of small players, and finding
an initial investment managed by a team
capable of running a much larger business.
The PE firm looks at this investment as a
platform on which to build a bigger business
through a series of bolt-on acquisitions.
Troup explains: “Investors might start
with a company that has a modest market
share, but by the time they’ve bought three
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or four others, each with a similar market share,
they can be number one or two in the sector. It’s
about increasing scale, realising efficiencies and
cost synergies and achieving a critical mass.”
A recent example is CLEAN Linen Services’
acquisition of Stevens Hatherley Holdings
Limited, trading as Paragon Laundry.
Livingstone advised CLEAN, backed by MML
Capital Partners, on arranging debt facilities to
support this and future acquisitions in a classic
example of buy-and-build. (See panel, opposite.)
MARKET INTELLIGENCE

Livingstone has acted for PE investors and their
platform investments in a number of buy-andbuild situations and has developed a breadth of
experience on both the M&A side and the Debt
Advisory side.
A key factor in arranging funding for buy-andbuild is knowing which lenders have the appetite

and capability to support the strategy and will be
responsive and flexible as acquisitions are made.
Livingstone’s Debt Advisory team works hard
to maintain that level of intelligence. “We have
structured many transactions, so we know the
flexibility that sponsors are looking for,” Troup
explains. “This experience, and time invested in
meeting lenders to understand their offering,
is valuable. We know what debt structures are
currently achievable in the market, and what
specific features within structures certain
lenders can provide.”
This gives early insight into what the structure
and pricing should be, and confidence that
the right funding package is available. “This
confidence allows the investor to focus on
finding and acquiring targets,” says Troup.
“Typically, we will secure a large undrawn
acquisition facility alongside the initial
funding for the first acquisition. Minimum

DEBT

CLEAN Linen
Services

WE KNOW THE
FLEXIBILITY
THAT SPONSORS ARE
LOOKING FOR

100% INSIGHT
conditionality and simple mechanics around
drawing down the acquisition facility are very
important for the investor.”
NEED FOR FLEXIBILITY

The need for flexibility is paramount,
according to Troup. “Buy-and-build
transactions often have many moving
parts, and it isn’t always clear when specific
acquisitions are going to happen,” he says.
“There is a danger in setting the financial
covenants too tightly, based on a preconceived
plan. But if events happen in a different
order – and they sometimes do – then more
latitude is required. Financial covenants
must accommodate changes in the way the
buy-and-build strategy is executed, and it’s
the debt advisor’s role to ensure that they
are structured appropriately.”
This underlines one of the chief qualities

sponsors prize in their debt advisors – good
experience and the ability to secure from
lenders a pragmatic approach to controls
over debt and performance.
Buy-and-build strategies will continue to
be a popular way for PE investors to achieve
significant returns. They can, by their nature,
be complex, with multiple targets in various
stages of negotiation. Investors take comfort in
having a trusted adviser to manage the whole
process of securing the right debt package
from the right lending partners.

Contact:
Bill Troup, Managing Director,
Debt Advisory
T: +44 (0)20 7484 4722,
E: troup@livingstonepartners.co.uk

CLEAN is one of the UK’s leading operators
in the commercial B2B laundry sector.
Earlier this year, Livingstone’s Debt Advisory
team announced the successful financing of
CLEAN’s acquisition of Paragon Laundry.
“CLEAN is a good example of a buyand-build strategy, a consolidation play
in which it is acquiring targets and where
it is able to service their client base on a
national scale,” says Bill Troup.
Livingstone has had a long relationship
with MML Capital Partners, which had
invested in CLEAN in late 2014. The MML
team spent some time refining their buyand-build strategy and then approached
Livingstone with a simple message: we
know exactly what we want to do, we
have the targets in sight. Can you help us
structure and raise the finance to fund it?
While MML could have used equity, this
wasn’t the most efficient use of its capital.
“We advised them that we could do it all
through debt and so ran a process to raise
facilities that could be drawn down, not
just to buy Paragon, but also to meet future
acquisitions and expansion,” Troup explains.
This was a complex challenge, with
difficult decisions to be made. Would a
group of lenders be needed to provide the
debt facilities at the requisite scale, or would
a single lender be enough? Timing was also
uncertain, which added to the complexity in
constructing debt facilities flexible enough
to cater for a variety of scenarios.
Livingstone determined the most
efficient debt structure and approached
the most relevant lenders with a clearly
articulated description of the CLEAN
strategy and lending opportunity. “We
had very little contact with the lenders
ourselves – which was good, as it would
have been a lot more work,” says Jason
Miller, CEO of CLEAN. “We now have
three funding partners we can use. It’s a
great enabler to carry on the journey and
get more value-adding transactions done.”
From MML’s perspective, Livingstone
brought to the table a broader range of
options than if it had done something itself.
Luke Jones, Partner at MML, says: “Bill and
his team were very hands-on and worked
effectively with the competing banks and
funds, ensuring we got the best deal possible.”
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TRANSACTION AT A GLANCE
CLIENT: THE RUG COMPANY
SECTOR: CONSUMER
TRANSACTION TYPE: SALE
INVESTOR: PALAMON CAPITAL PARTNERS
TRANSACTION AT A GLANCE
CLIENT: RED7MARINE
SECTOR: INDUSTRIAL
TRANSACTION TYPE: CARVE-OUT
INVESTOR: PERWYN

Piecing together a deal
Why it is essential for management teams involved in secondary
management buy-outs (MBOs) to get independent advice

S

econdary MBOs involve an unusually
complex set of stakeholders. The interests
of both an institutional buyer and seller
must be balanced with those of the various
members of the management team, some of
whom may be exiting, some rolling over, and
some coming into the equity for the first time.
Advising management teams through this
process calls on skills and experience gained
working for (or opposite) PE as both
buyers and sellers.
While the diverging economic
interests of the various parties clearly
create potential for disagreement, a high
priority in executing a successful secondary
MBO is to maintain the strong working
relationships essential to the next phase of
growth. As colleagues who have worked closely
together for many years can find themselves
on opposing sides of the negotiating table, it
is understandable that management teams
increasingly seek independent advice in
structuring their equity and incentive packages.
“If we hadn’t had Livingstone, it would
have completely changed the dynamic. It
would have been a much trickier process,” says
Robin Harding, CFO of The Rug Company, a
manufacturer of luxury handmade rugs.
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The company recently went through a
secondary MBO backed by Palamon Capital
Partners, with the previous sponsor, Piper
Private Equity, exiting. “Various contacts had
suggested names from which to get independent
advice,” Harding explains. “These processes
can be complicated and can end up with the
management team in some tricky situations.”
His objective was to ensure the management
team had appropriate and
confidential advice throughout
the sale process. As Simon
Cope-Thompson, Partner at
Livingstone, points out, this role often splits into
two. “We help management teams understand
what is going on around them, and then help
them make sure they ask for the right things,”
he says. “We’re there to ensure they get the best
possible deal for their reinvestment into the new
company, both financially and commercially.”
A degree of pragmatism is often required. Alex
John, Director at Livingstone, adds: “In the case
of The Rug Company, we were there to look after
management, but we were also conscious of not
disrupting the sell-side process. We have to be
collaborative in our approach, while ensuring
the team is properly advised. A deal falling over
is not a good outcome for anyone.”

MANAGEMENT ADVISORY

IF WE HADN’T HAD
LIVINGSTONE, IT WOULD
HAVE BEEN MUCH TRICKIER

This careful balancing act requires
a unique skill set underpinned by
a clear and balanced approach. “These
deals can be emotional and heated,” says
Harding. “Livingstone helped me look at it
with a cold towel across my head, as it were.
People shouldn’t underestimate the pressures
associated with these deals and the value that
external advisors can bring.”
AN UNUSUAL TRANSACTION

Delicate navigation was also
required in the carve-out of
Red7Marine’s Inland & Coastal
(I&C) division. As a leading
operator of specialised plant for
the marine construction industry,
I&C operates the largest fleet of
jack-up barges based in the UK.
When the process of carving-out
the division from the larger group
got under way, the management
team sought independent advice
to secure the best terms.
“It was a complicated
transaction because it was a

carve-out from a larger business,” explains Nick
Field, Associate Director at Livingstone. “Our
role was to structure both an equity package
that reflected the day-one value created by the
team in successfully executing the carve-out, and
incentive arrangements that gave the wider
team a meaningful stake in the future growth
and success of the business.”
To secure support from all parties, a
deal had to be agreed that would appeal to
everyone. This needed a solid understanding
of all the competing objectives, which in turn
required experience of advising both buyers
and sellers.
“If you are experienced in these types
of transactions, from the outset you are
able to build a clear understanding
of each of the different stakeholders’
aspirations,” explains Patrick Groarke,
Partner at Livingstone. “You have to
structure secondary MBOs in a way that
will be fair to all parties, so having someone
who is used to working on both sides gives
you an advantage.”
Although the Red7Marine transaction had
its unique features, it also exemplifies the
ambitions of many management teams who
decide to pursue a buy-out. “This
deal had a management team who
had similar motivations to many
buy-outs, in that they wanted the
most attractive incentive package,
the best equity deal and the most
upside on a subsequent exit,” Field
explains. “We had a perspective
on the investor’s motivations and
what would and would not work for
each party. We were able to act as a
sounding board for management to
structure a package that would work
for them and, crucially, the other
parties. At the end of the day, they
both have to say yes.”

Understanding the motivations on
both sides of the table gives you a valuable
perspective and an appreciation of what is
and is not likely to be acceptable to both the
management team and sponsor. “We were
working on behalf of management, but
we were able to put ourselves in the
investors’ shoes as well,” says Groarke.
Nick Offord, Managing Director
of I&C, says: “Livingstone’s sensitive
approach to steering this transaction
to a mutually satisfactory conclusion has
ensured that we, as a management team, and
our investors have a secure platform for the
future growth of the business.”
Add to that sector expertise and an ability
to benchmark key commercial terms to
market values, and you have a knowledge
base with which to deliver a successful
outcome for all parties.
“Ultimately, the reason for doing these
deals is to achieve an attractive level of capital
growth from the management’s point of
view,” Groarke concludes. “But if you don’t do
the right deal on the way in, you’ll pay the
price on the way out.”

Contact:
Simon Cope-Thompson, Partner
T: +44 (0)20 7484 4706,
E: sct@livingstonepartners.co.uk
Patrick Groarke, Partner
T: +44 (0)20 7484 4707,
E: groarke@livingstonepartners.co.uk
Alex John, Director
T: +44 (0)20 7484 4712,
E: john@livingstonepartners.co.uk
Nick Field, Associate Director
T: +44 (0)20 7484 4738,
E: field@livingstonepartners.co.uk
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We’ve achieved results for these clients. What can we do for you?

leading specialist executive search and networking
firm focused on the digital sector has been sold to

leading two-man home delivery
provider has been sold to

digital compliance technology
platform has merged with

physician-owned and -operated emergency medicine
billing and coding provider has been recapitalised by

leading FX brokerage specialist has been
the subject of a buy-out backed by

leading provider of customer interaction
solutions has been sold to

world-class provider of painted exterior
assemblies has secured investment from

voice of the customer intelligence and software
leader has been sold to ARU Group backed by

leading SaaS email marketing platform
has secured investment from

leading provider of technical facility and
engineering services has been sold to

leading science-powered analytics, technology
and consulting provider has been sold to

global leader in the design and manufacturing
of sensor technology has acquired

www.livingstonepartners.com

