








SECTOR:CONSUMER

DEAL AT
A GLANCE

Deal

Education &
Adventure Travel
Group

Client
Management
team

Activity
Or?aniser of
holidays for
school children

Deal type
Company sale

Deal value
£100m ($184m)

DEAL AT
A GLANCE

Deal
Travel Jigsaw

Client
Management
team

Activity
International
online and offline
car hire broker

Deal type
Capital raising

Deal value
Undisclosed

stages of the sale process. Critical in
this was understanding how potential
backers would deal with the manage-
ment team going forward.

“We made prospective bidders
aware that we would insist on
protecting management’s rights,
particularly as we knew that post-
deal change was likely,” says Jones.
“Management needed to re-invest a
sensible level of their proceeds and
we worked closely with their lawyers
to ensure the deal terms weren’t
onerous.” With management the
key to a successful private equity
deal, these efforts helped ensure the
transaction maintained momentum.

“During a difficult and prolonged
process, Livingstone’s grasp of the
complexities of the deal, and their
superb marshalling of the numerous
parties involved, helped achieve an
optimum result,” says Terry
Williamson, who was joint CEO of
EAT with Paul Gilbert.

Gilbert agrees, saying, “I can’t
speak highly enough of Simon and
Christopher’s ability to understand
the complexity of the proposed
arrangements and manage the
variety of personalities involved.”

FUEL FOR
GROWTH
Protecting manage-
ment’s position was
also important in the
management buy-out
of Travel Jigsaw, an online

international car hire broker with
an innovative business model.

Since it was established in
2004, Travel Jigsaw has grown
into the second largest car rental
broker in Europe, with customers in
more than 20 countries, travelling
to over 75 destinations worldwide.
It operates through local-language
websites and a Manchester-based
multi-lingual call centre.

Management set out to acquire
the business in a management
buy-out. They agreed a target price
that the original backers would
accept, then approached Living-
stone to secure funding with a
private equity investor.

“In only four years, the manage-
ment team at Travel Jigsaw has built
a European online market leader,”
says Livingstone partner James
Lever. “We were able to generate
strong private equity interest in the
company and a great deal for the
management team.”

The new backer proved to be
ISIS, due in part to their experience
in the travel space. “This is one of
the strongest management teams
we've seen in the online travel sector,”

says Shani Zindel, who led
3 the investment for ISIS.
“Their international reach
and exceptional knowl-
edge of the market
ensures they are well
positioned to continue
expanding rapidly.”

Livingstone conducted

the detailed negotiations on
behalf of the management.
“We worked hard to enhance
management’s position,” says
Daniel Domberger of Living-
stone’s Consumer team. “We
were able to increase their
original minority stake by
over 50 per cent to obtain
a majority of the business,
while also enhancing the
quality and security of their
investment.” The manage-
ment team, headed by
CEO Greg Wills, is now

focused on continuing to generate
organic growth in key international
markets. “James and Daniel at
Livingstone gave us positive, direct
advice from the outset, then deliv-
ered proactively on all areas of the
deal.” Wills says.

WHAT NEXT?

To expect the Consumer
sector to be unaffected by

the economic downturn is
unrealistic, says Nat Solomon,
Livingstone’s Consumer sector
industry adviser.

Consumers have undoubtedly
become more cautious in their
spending. This was illustrated by
the 5.2 per cent fall in UK retail
sales in June - the sharpest fall
since the series began in 1986
- and by Marks & Spencer’s
profit warning and statement
in July, which claimed Britain is
facing the most severe consumer
downturn since the 1990s.

Some sectors, such as
construction and furniture and
carpet retailers, are already
feeling the pain. The pressure on
consumer incomes, caused by
rising oil and food costs, has been
bad for car sales, airlines and
pubs, where the smoking ban has
also hit hard.

Yet, there are some bright
spots. Businesses such as
discount and online retailers
are benefiting and capturing
market share. Even pizza home
delivery chain Domino’s has
gained ground, as consumers
opt for cheaper alternatives.
Some businesses catering for
more affluent customers also
claim to be unaffected by the
current economic situation;
those in the middle are most
likely to be squeezed.

In general, caution prevails.
In 2008, and until there are clear
signs of a recovery, consumers
will continue to search for value.




.G‘} !1‘ E: !

POLIC

=N .

DEAL:MMI RESEARCH
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From tags to riches

In just 18 months, MMI Research went from significant losses to a
valuation of over £16m to Cobham plc. How did chief executive
Steve Callaghan turn it into such a valuable proposition?

In July 2006, Steve Callaghan
was a potential CEO candidate for
the struggling MMI Research.
Before offering him the role, the
majority shareholder asked him to
conduct a strategic review of the
business. It soon became apparent
to Callaghan that he would have a
job on his hands.

The technology company
specialises in the development of
products that enable law enforcement
and national security agencies to
trace and track criminal suspects,
including suspected terrorists.

After a high profile launch,

MMI had struggled to get its next
generation products ready for market,
missing a development cycle and
losing key customer relationships and
market share to competitors.

NEW DIRECTION

So how, over a period of 18
months, did Callaghan transform

a £2m loss into a £2.1m profit last
year? “We focused on bringing the
new products to the market in an
aggressive manner, and on KPI
metrics around order generation
and profitability,” he says. “We also
changed the way that the business
approached and prioritised its
research and development, and
took advantage of R&D tax credit
relief. And we relentlessly went

about doing what we’re good at.”
Aside from recruiting an
experienced financial controller,
the personnel required to effect
the transformation were already in
place. “All they needed was to feel
part of a winning and successful
team, with leadership and a sense
of direction,” says Callaghan. He
adds that achieving a turnaround
requires “the transparency and
honesty to confront your situations.
It was demanding, but it was deeply
satisfying for everyone involved.”

TRACK RECORD

Callaghan moved into the corporate
world after 12 years in the armed
forces, and has a history of
transforming business performance.

This talent first revealed itself
when Callaghan joined Nasdag-listed
Scient, which helped clients to build e-
businesses. In 2002, the US company
entered Chapter 11 bankruptcy
protection, but the UK business was
still thriving.

With private equity backing,
Callaghan bought out the UK business
and developed it further, buying up
operations from e-businesses that had
gone bust to gain customer contacts
and specialist expertise.

His exit from the company
came by way of another turnaround
—the reverse takeover of an under-

performing Swedish company, which
Callaghan also executed successfully.

With the turnaround under way;,
the shareholders recognised that
MMI would achieve its strategic
goals more rapidly with the support
of a strategic partner with an existing
global sales infrastructure. As a
result of its experience of dealing
with strategic buyers in MMI's
markets, Livingstone was appointed
to advise on the sale process. After
interest from buyers on both sides of
the Atlantic, the MMI team selected
Cobham plc as its preferred partner.

“Cobham bought us primarily
for our abilities and technology, but
also because we have nearly 100
customers in 50 countries worldwide,
which are natural markets for more
of Cobham’s products,” Callaghan
points out. “We can help Cobham to
leverage sales and become a one-
stop-shop for law enforcement and
security agencies in tagging, locating
and tracking criminals.”

Callaghan has high praise for
Livingstone and particularly deal
leader Graham Carberry. “The financial
support that Graham and the team
were able to provide was great,” he
says. “Graham did a superb job.” For
his part, Carberry enjoyed working
with Callaghan and the MMI team.
“It's a fascinating business and a great
turnaround story,” he says.
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DEAL AT
A GLANCE

Deal
MMI Research

Client
Private
shareholders

Activity
Technology for
law enforcement
and national
security markets

Deal type
Company sale

Deal value
£16.6m ($30.5m)




SECTOR:FOOD

Just desserts

When Livingstone Chicago helped Ciao Bella Gelato
Company raise capital recently, they developed a
sweet tooth, and strengthened their credentials in
the premium consumer goods sector.

Founded in 1983 in New York City,
Ciao Bella is a manufacturer, retailer
and marketer of gelato (ultra-premium
ice cream), sorbet and other frozen
desserts. Made using the highest
quality ingredients and natural flavours,
and with less butterfat and air, the
result is a smoother, more intense
flavour than traditional ice cream.

The company — the only US-
based gelato manufacturer with a
national presence — has established
a strong market position. The Ciao
Bella brand name has become one
of the country’s fastest emerging
brands, helped along by high profile
support from the likes of Oprah
Winfrey, who named it as one of her
“favourite things” in 2007.

Products are sold directly to
customers through scoop shops and
dessert bars, in high-end restau-
rants and hotels, and most recently
through branded retail. The latter
came in 2003, when the manage-
ment team decided to focus on

A FEW OF OUR
FAVOURITE THINGS

Thorough as ever, the Livingstone Chicago team
took it on themselves to investigate the quality of
Ciao Bella’s products first hand. After extensive
sampling, they each have their favourite - Tahitian
Vanilla for Steve Miles, Pistachio for David

Sulaski and Blackberry Cabernet for associate
Ryan Buckley, who also worked on the deal. For
the record, Oprah’s favourite was Blood Orange
Sorbetto. It's a tough job but someone’s gotta do it!

penetrating the retail market; the
company has since expanded its
distribution to 49 US states.

TEMPTING OFFER

While the majority of Ciao Bella’s
growth had been internally financed,
the management team realised

that driving further rapid expan-
sion, in the retail sector in particular,
would require an injection of funds
from an institutional investor. They
appointed Livingstone to help raise
this growth equity.

“The consumer product sector
is one that we have a particular
focus on and we monitor the
market closely,” says Livingstone
partner David Sulaski. “Having the
opportunity to work with a premium
brand like Ciao Bella was fantastic
for us.”

Inspired by the quality of the
company’s products, the Living-
stone team set out to generate
interest among a number of carefully
selected private equity funds with an
interest in the consumer sector. “As
well as an information memorandum,
we sent those private equity houses
that showed initial interest a pack of
16 flavours of Ciao Bella ice cream,”
says Livingstone partner Steve Miles.

CREAM OF THE CROP

The approach was successful in
generating interest in the invest-
ment opportunity and, after detailed
negotiations, an agreement was
reached with Encore Capital and

DEAL AT
A GLANCE

Deal
Ciao Bella Gelato

Client
' | Management
team

W Activity
il Manufacturer,
retailer and
marketer of
gelato, sorbet
and other frozen
desserts

Deal type

Sherbrooke Capital Partners. Encore
is a San Francisco-based private
equity firm focused on the food and
consumer products industries, while
Massachusetts-based Sherbrooke
is a fund focused exclusively on
providing growth and expansion
capital to emerging companies in the
health and wellness sector.

“This is an exciting transac-
tion for us at a critical point in
our company’s history,” says FW




Pearce, Ciao Bella’s chief strategy
officer. “We will continue to focus
on making the very best product
possible, and are delighted that
even more consumers will now be
able to find Ciao Bella gelato and
sorbet in their local stores.”
Pearce adds that Livingstone’s
efforts were much appreciated.
“There were many days when it
seemed highly unlikely that the deal
would close and, were it not for

Livingstone, it probably wouldn’t
have,” he says. “Steve and the
team worked tirelessly to ensure a
successful conclusion.”

“We believe that Encore and
Sherbrooke represent ideal strategic
partners to assist the company in
growing and building the Ciao Bella
brand,” says Miles. “With this capital,
we hope that consumers in America,
if not worldwide, will soon see Ciao
Bella in their local stores.”

TORRID TRADING
CONDITIONS

The Livingstone UK & Ireland Food Sector
Index, comprised of the leading food
companies in these territories, has had a
rocky ride. Over the past eight months, it
lost seven per cent of its value, compared
to a 13.5 per cent drop in the FTSE 100.
However, most of the losses occurred
during the first third of this period. Since
then, the food index has fallen just 1.9 per
cent, comfortably ahead of the FTSE 100’s
12.3 per cent decline.

The big rise in both raw material
and commaodity prices has increased the
pressure on food producers - resulting in
significant margin erosion and acting as
a dampener on the share price of many.
However, a small number of compa-
nies have proved resilient, generating
positive returns. Glanbia is the strongest
performer, reporting a strong first half
in 2008. Initiatives such as the sale of its
pig-meat business and a strong contribu-
tion from its agribusiness and Far Eastern
operations have been key to the 20.1 per
cent rise in its share price. Another robust
performer is baker IAWS group, which
gained 14.4 per cent. Solid sales perform-
ance and a well received merger-cum-
takeover of Swiss bakery group Heistand
were key drivers.

At the other end of the scale, Premier
Foods and Greencore have been the worst
performers from a share price perspective
- posting declines of 57.4 per cent and 41.5
per cent respectively. Premier has been
battered by soaring wheat costs and high
debt levels from its takeover of RHM, but
has limited scope to push through further
price increases to customers. Greencore’s
share price was hit by the discovery of
an accounting irregularity at its bottled
water division, which is expected to wipe
€9m (£7.3m) from earnings in FY2008.
Though management were quick to accept
responsibility, it triggered a huge sell off
of shares. We expect share price to remain
subdued until the market believes the
company’s internal audit controls are suffi-
ciently bolstered to prevent a recurrence.




EVENT REVIEW:-MARKETING SERVICES

etting 1t together

The theme of Livingstone’s marketing services event struck a
chord in the sector, attracting more than 100 owner-managers,
CEOs and financial directors to share advice and experiences.

Held at London’s Soho Hotel
and hosted by Livingstone in
association with the Institute of Sales
Promotion and the Direct Marketing
Association, the June conference
focused on the Marketing Services
sector. The keynote speakers
explored some of the issues that
they and other entrepreneurs often
face when deciding whether and
when to buy and/or sell businesses.
Shane Redding, Chair of the
Institute of Direct Marketing,
opened the conference with
a review of trends in the UK
marketing services sector
and deal activity since 2007.
She highlighted the need,
in the slowing economy,
for companies to
prepare themselves
for a potential sale
and to focus on
differentiating from
the competition.

EAGLE EYE
Kevin Steeds,
chairman of
market research
and consulting
organisation
Cello Group, then
discussed the
decline in IPOs in
marketing services.
He also highlighted those
sub-sectors, such as digital
and interactive marketing
and niche PR, that are still
attracting significant attention
from strategic purchasers.
Steeds went on to identify four
categories of acquirer that

remain on the acquisition trail: UK
small to mid-sized plcs; international
“newcomers”; larger UK plcs and
international groups; and private
equity backed vehicles. He advised
attendees to watch their revenue
forecasts, project margins, client
behaviour, variable costs of doing
business, and their cash flows “like
a hawk”.

IN MODERATION
These themes were explored further
in a panel discussion, moderated
by Livingstone’s Daniel Domberger
and featuring Tim Birt of Osborne
Clarke, Andrew Hartley of August
Private Equity, Golley Slater’s
Chris Lovell, Paul Baker of
RBS, and Livingstone’s
Tim Lyle.
A key message

was that buying and
selling businesses

in this industry is all
about people. Talent
differentiates one
marketing services
company from another,
so it’s of paramount
importance to keep
employees motivated,
incentivised and, where
appropriate, involved in the
sales process.

While the panellists

disagreed about the
effectiveness of earn-
outs, they
acknowledged that
some sort of well
managed, post-deal
incentive programme is
necessary to keep

employees from taking the money
and running. The participants also
agreed that pre- and post-
acquisition strategy and integration
plans were essential to retain staff
and ensure the success of the
company under new ownership.
Accountability was also
discussed, the point being made
that a member of the original
company’s team must be “liable” for
the delivery of the agreed objectives.
Echoing Redding’s introduction, the
panellists concluded that buying into
a common vision will help make an
acquisition more likely to succeed.

FROM EXPERIENCE
Closing the programme was Stephen
Woodward, former group chairman of
data-focused customer relationship
management services company,
Moonriver. He walked the audience
through the several phases of the
company’s development, including
five years of acquisition-led growth.
In the final phase of its sale,
Moonriver worked closely with
Livingstone to explore acquisition
options, identify opportunities and
then to navigate the sale process.
Woodward remarked that selling a
business you have helped to build is
an emotional experience and a long
journey, but with the right partners
and support it can be a fulfilling one.
The second of Livingstone’s
“Consolidate or be consolidated?”
themed conferences is aimed at
companies within the Business
Services sector. This is being held on
13 November, 2008. To confirm your
attendance, complete and return the
booking form on the opposite page.




13 NOVEMBER, 2008

Building value by design

In the fast-moving professional services sector, maintaining the status quo is
rarely an option. Increasingly, consultancy firms must decide whether to go for
scale or specialise in a well-defined niche. If the latter, history shows that even
the most successful professional practices face major challenges in transitioning
from medium-sized partnerships to substantial corporate enterprises.

With acute skills shortages, acquisitions may be the only way forward for
ambitious consultancies to achieve rapid growth. This event is a high impact
networking event for entrepreneurs looking to choose between selling to a
strategic partner, bringing on board a financial investor to unlock value and
provide a war chest for expansion, and a full-on acquisition programme.

Who should attend?

This half-day event is designed for partners, managing directors and finance
directors of growing consultancy businesses, which offer technical advice to an
increasingly demanding and global client base. While the themes covered will be
relevant for all people-based consulting firms, the emphasis is on those operating
in the building design, engineering, environmental and infrastructure sectors.

Key issues to be addressed

e What are the value drivers in Consultancy businesses?

e Have you got what it takes to grow by acquisition?

¢ Keys to making and integrating successful acquisitions

e Succession planning — making way for a new generation

e What are your exit options — buy-out, sale, IPO?

e The state of the market — who'’s buying, who’s not buying and why, and
what are acquirers looking for?

* Unlocking maximum shareholder value

CONFERENCE PROGRAMME

08.30 Registration

09.00 Welcome & opening remarks
Jeremy Furniss, head of Business Services at
Livingstone Partners, sets the scene.

09.15 Keynote speaker: Alan Hearne, CEO,

RPS Group plc discusses his personal
experience of building RPS into a major player
by way of a consolidation strategy.

09.45 Panel session: Entrepreneurs responsible for
creating and unlocking value within
Consultancy businesses discuss how to
achieve the holy grail.

1045 Coffee

11.15 Keynote speaker: A business leader talks
about how to build a consultancy group, and
how to drive value through a sale.

11.45 Q&A session & closing remarks
Michael Archer, partner at Beale & Company.

12.00 Lunch & networking session
A chance to meet the speakers and panellists,
fellow delegates and the Livingstone team.

13.00 Conference ends

Supported by:

BEALE

AND COMPANY

.=

CONSOLIDATE OR BE CONSOLIDATED?
DATE 13 November, 2008

VENUE The Soho Hotel, 4 Richmond Mews (via
Richmond Buildings, off Dean Street), London W1D 3DH | am enclosing a cheque for £
COST £100 + VAT for first delegate and £75 + VAT for

=

| would like to book places.

made payable to Livingstone Partners LLP.

Surname First name(s)
each delegate thereafter.
) ) Job title
Please return your form with payment to Rosemarie
Lamanno, Livingstone Partners LLP, 15 Adam Street, Name of additional guest(s)
London WC2N 6RJ.
Company name
For further queries, please email Rosemarie Lamanno at Address
rlamanno@Ilivingstonepartners.co.uk
Postcode Email
Conditions: A VAT receipt will be sent with your confirmation. If you
are unable to attend, please telephone with your substitute’s name. Tel no. Fax no.

No refunds are available for cancellation received less than 14 days i
before the seminar. Signature

Date
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We’ve achieved results for these clients.
What can we do for you?
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ACCURA SUPPORT SERVICES LTD
MBO TEAM / AUGUST EQUITY

Sale of a leading provider of critical
component and metals solutions to the oil,
gas and aerospace sectors in August 2008.

Accura

Livingstone initiated the transaction,
advised the management shareholders
and Barclays Ventures, and assisted in

the negotiations.
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EDUCATIONAL &
ADVENTURE TRAVEL

MBO TEAM / DLJ
MERCHANT BANKING

Secondary buy-out of UK leader in
educational travel and adventure activity
courses in July 2008.

KinGswool)

Livingstone advised the management
team and assisted in the negotiations
with DLJ.
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THE TELEVISION CONSULTANCY
ISIS EQUITY PARTNERS

Sale of the UK’s leading independent
broadcast and digital PR agency to
ISIS Equity Partners in July 2008.

Livingstone initiated the transaction,
advised the vendors and assisted
in the negotiations.

b'v«‘a\ﬁ\ffo-vu._,
COMOMIN
GRUPO NAVEC

Sale of leading Spanish maintenance
and installation company to Navec
in July 2008.

“ GRUPO COMOMIN ‘

Livingstone initiated the transaction,
advised the seller and assisted in
the negotiations.

b‘v.‘c\\gwm
EICLTD

MBO TEAM / MML CAPITAL
PARTNERS LLP

Sale of one of the UK’s leading providers
of mechanical and electrical services to its
management team in July 2008.

=/ /4

Livingstone initiated the transaction,
advised the vendors and assisted in
the negotiations.

pLjv:‘c\\gvtﬁHUL,
TRAVEL JIGSAW LTD

MBO TEAM /
ISIS EQUITY PARTNERS

Management buy-out of Europe’s leading
independent online and offline car hire
broker in June 2008.

* Travelligsaw

Livingstone initiated the process,
advised the management team and
assisted in the negotiations.
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INNVATIVE CONCEPTS IN
ENTERTAINMENT

GMBO TEAM / RBS CITIZENS
BANK N.A

Secondary buy-out of leading
manufacturer of coin-operated
amusement and games in June 2008.

Livingstone initiated the transaction,

advised the vendors and assisted in
the negotiations.
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CIAO BELLA GELATO GROUP

ENCORE CONSUMER CAPITAL /
SHERBROOKE CAPITAL

Capital-raising to fund the company’s
expansion. Capital was provided by
Encore Consumer Capital and
Sherbrooke Capital in May 2008.

Livingstone initiated the transaction,
advised the management team and
assisted in the negotiations.
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MMI RESEARCH
COBHAM PLC
Sale of a leading technology company in

the Law Enforcement and National
Security markets in April 2008.

Livingstone initiated the transaction,
advised the vendors and assisted in
the negotiations.
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ROGER PRESTON & PARTNERS

GRONTMLJ NV

Sale of a leading international sustainable
building services consultancy by Grontmij
of The Netherlands in April 2008.

ROGER PRESTON & PARTNERS

Livingstone initiated the transaction,
advised the vendors and assisted in
the negotiations.
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HEATING HOLDINGS
GROUPE ATLANTIC
Sale of Hamworthy Heating, a leading

supplier of commercial heating systems,
to Groupe Atlantic of France in March 2008.

Livingstone initiated the transaction,
advised the management shareholders
and NGBI, and assisted in
the negotiations.

b‘v:‘cg\rm
OAKWOOD LEISURE

ASPRO - 0CIO, S.A

Sale of leading amusement park in
Wales to Spanish leisure group Aspro
in March 2008.

Livingstone initiated the transaction,
advised the vendors and assisted in
the negotiations.
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