
Deals, Dollars, and Disputes

M A X I M I Z I N G  VA L U E 
M I N I M I Z I N G  R I S K 

A Summary of Private Equity Transactions for the  
Quarter Ended September 30, 2014



Introduction  
and  
Our Objective

We are pleased to present you with our Deals, Dollars, and Disputes report for  

the quarter ended September 30th, 2014. Our analysis involves a study of the merger 

and acquisition transactions involving private equity firms (“PE firms”) during the 

recent quarter.  

Our objective in preparing this report is to provide a general overview of the volume 

and value of transactions during the quarter along with an analysis of trends when 

compared to prior quarters. We also hope to present useful information on select 

topics related to valuation concepts, notable acquisition trends, and recent acquisition 

disputes in our Featured Transactions and Insights section.

As an independent consulting firm with financial and accounting expertise, we 

are committed to contributing thought leadership and relevant research regarding 

business and valuation matters to assist our clients in today’s fast-paced and 

demanding market. This report is just one example of how we intend to fulfill this 

commitment.

We appreciate your comments and feedback and welcome requests for any additional 

analysis that you might find helpful. 

Floyd Advisory

OCTOBER 2014
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Our Process  
and Methodology
We studied financial data for transactions involving PE firms, both as buyers and 
sellers, during the most recent quarter for companies headquartered in North America.  

As part of our review, we gathered and analyzed relevant transaction information and 
data such as industry sector, equity interest, and deal structure, and created a database 
for our further analyses. From this information, we analyzed market trends by industry, 
by common attributes, by valuation premiums, and by other characteristics. Applying 
our professional judgment to these observations, we have prepared this report. Within 
our Featured Transactions and Insights section, we have highlighted two transactions 
as recommended reading.

For the purposes of this report, the transaction data we have analyzed is limited to 
publicly available information. Beginning with the Q4 2013 report, our third-party 
source has provided us with an expanded data set to include a broader set of private 
equity deals. Data throughout this report will be comparable to last quarter’s report, 
but may not be comparable to our Q3 2013 report. 
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Summary of Q3 2014  
PE Firm Transaction Activity

Volume of PE Deals Announced and Completed  

The recent general trend of an uptick in completed deals (up 4% over the prior 
quarter) was consistent in Q3 of 2014, although there was a break in the streak of 
increased deal announcements in the quarter.  

Over the last four quarters there has been an average of 19% more deals announced 
than completed. Numerous factors explain the variance between deals being 
announced and completed, including regulatory approval, break-ups, terminations, 
and other causes. The variance can also be partially explained by the difficulties 
surrounding the confirmation of completions involving privately-held companies. 

Although the reported 

announced deal volume 

decreased in Q3 compared 

to Q2, the number of deal 

completions increased and 

the total value of the  

top 25 completed deals 

increased by 7%.
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NORTH AMERICAN PE DEAL LANDSCAPE
By Quarter in the 12 Months Ended 9/30/2014
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Q4/2013

631

536
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674

585

Q2/2014

745

580

Q3/2014

696

604

Source: Zephyr 

Note: Includes data for which transaction details were reported and available.
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Top 25 PE Firm Transactions by Deal Value Completed During Q3 2014   

Source: Zephyr  
Deal types: MAJ = Majority Stake Aquisition, MIN = Minority Stake Acquisition, IPO = Initial Public Offering     
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Deal Value 
USD  

(in millions)

PE 
Role(s) Target Seller Deal 

Type*
Acquiring Entity  

(Advisors)
Target Primary US  

SIC Description

1 $5,995 Seller Access Midstream Partners LP
Access Midstream Partners GP LLC

Global Infrastructure Partners II MAJ Williams Companies Inc Crude petroleum and natural gas

2 $3,850 Seller Idenix Pharmaceuticals Inc Shareholders, Novartis Pharma AG, 
TVM Capital GmbH

MAJ Merck & Company Inc Commercial physical and  
biological research

3 $3,500 Buyer First Data Holdings Inc Shareholder MIN Kohlberg Kravis Roberts & 
Company LP

Functions related to  
depository banking

4 $3,000 Seller Beats Electronics LLC Access Industries Inc,  
Shareholders, Mr Jimmy Iovine,  
Mr Andre Romelle Young

MAJ Apple Inc Electronic components

5 $2,700 Seller Texas Industries Inc Southeastern Asset Management Inc, 
Shareholders, NNS Holding Sarl

MAJ Martin Marietta Materials Inc Ready-mixed concrete 
manufacturing

6 $2,350 Seller Sheridan Healthcare Inc Hellman & Friedman LLC MAJ Amsurg Corporation Offices and clinics of  
health practioners

7 $2,302 Seller Oculus VR Inc Matrix Management Corporation, 
Shareholders, Spark Capital Partners 
LLC, Andreessen Horowitz LLC, 
Formation 8 Partners LLC

MAJ Facebook Inc Commercial physical and  
biological research

8 $2,100 Buyer Red Lobster Seafood Restaurants Darden Restaurants Inc MAJ Golden Gate Capital LP Eating places

9 $2,100 Seller, 
Buyer

Petrologistics LP Lindsay Goldberg LLC, Minority 
Shareholders, JGD Management 
Corporation, Mr David Lumpkins,  
Mr Nathan Ticatch

MAJ Flint Hills Resources LLC Chemicals and  
chemical preparations

10 $1,800 Buyer Ashland Water Technologies Inc Ashland Inc MAJ Clayton Dubilier & Rice LLC Chemicals and allied products,  
not elsewhere classified wholesale 
dealing in

11 $1,725 Seller, 
Buyer

Seragon Pharmaceuticals Inc Orbimed Advisors LLC, Topspin 
Partners LBO LP, Shareholders, 
Aisling Capital LLC, Column Group 
LLC, The VenBio LLC

MAJ Genentech Inc Commercial physical and  
biological research

12 $1,500 Seller Warranty Group Inc Onex Corporation MAJ TPG Capital LP Insurance carriers

13 $1,300 Buyer Venari Resources LLC Shareholder MIN Management, Warburg Pincus 
LLC, Existing Investors, 
Jordan Company LP, The, 
Temasek Holdings Pte 
LTD, Kelso & Company LP, 
Blackrock Inc, GIC Pte LTD

Crude petroleum and natural gas

14 $1,275 Seller East Resources Inc. and Unnamed 
Private Company’s Producing Assets 
In West Virginia

Unnamed Private Company,  
East Resources Inc

MAJ American Energy  
Marcellus LLC

Oil and gas field exploration services

15 $1,200 Seller ViaWest Inc Other Shareholders, Oak Hill Capital 
Partners Inc, Global Innovation 
Partners, Ms Nancy Phillips,  
Mr Roy Dimoff

MAJ Shaw Communications Inc Computer processing and data 
preparation and processing services

16 $1,075 Seller Envision Healthcare Holdings Inc Clayton Dubilier & Rice LLC, 
Employees, Directors,  
Executive Officers

MIN Shareholder Offices and clinics of doctors of 
medicine

17 $1,000 Seller ValleyCrest Companies Inc MSD Capital LP MAJ Brickman Group LTD LLC, The Landscape counseling and planning

18 $975 Buyer, 
Seller

Ipreo Holdings LLC Kohlberg Kravis Roberts &  
Company LP

MAJ Goldman Sachs Group Inc, 
Blackstone Group LP

Computer processing and data 
preparation and processing services

19 $910 Buyer, 
Seller

Healogics Holding Corporation Morgan Stanley Venture Partners, 
Shareholders, Metalmark Capital 
Holdings LLC, Scale Venture Partners

MAJ Clayton Dubilier & Rice Inc Management consulting services

20 $900 Buyer TGI Friday’s Inc Carlson Inc MAJ Sentinel Capital Partners LLC, 
Triartisan Capital Partners LLC

Eating places

21 $860 Seller Flagstone Foods Inc Shareholders, Gryphon Investors Inc MAJ Snacks Parent Corporation Dried and dehydrated fruits, 
vegetables and soup mixes 
manufacturing

22 $825 Seller Labrys Biologics Inc InterWest Management Partners, 
Sofinnova Ventures Inc, Canaan 
Management Inc, Shareholders, 
Venbio LLC

MAJ Teva Pharmaceutical 
Industries LTD

Commercial physical and  
biological research

23 $775 Seller Brixmor Property Group Inc Blackstone Group LP MIN Shareholder Real estate investment trusts

24 $750 Seller INSIGHT Pharmaceuticals 
Corporation

Ontario Teachers’ Pension Plan MAJ Medtech Products Inc Perfumes, cosmetics and other toilet 
preparations manufacturing

25 $750 Seller Jacobson Companies Inc Oak Hill Capital Management Inc MAJ Norbert Dentressangle SA General warehousing and storage

 



Industry Sector Transaction Analyses  
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FLOW OF PE FUNDS BY INDUSTRY
Between $50MM and $6B for Q3 2014

0%

10%

30%

20%

40%

50%

60%

70%

80%

90%

100%

■  PE Purchase from Non-PE        ■  PE Sale to PE        ■  PE Sale to Non-PE

Wholesale 
Trade

$1,800

$420

Mining

$1,406

$8,619

$3,725

$1,264

$1,500

$3,140

$515

$300

$616

$1,679

Finance,
Insurance, & 
Real Estate

Transportation,
Communications,

& Utilities

Retail
Trade

Services

$3,665

$2,592

$18,163

Manufacturing

$888

$12,703

$3,440

USD (in Millions)

FLOW OF PE DEALS BY INDUSTRY
Between $50MM and $6B for Q3 2014
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Note: Includes data for which transaction details were reported and publicly available.
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“Private-equity firms 

typically prefer to sell 

companies they own to 

other buyout shops or 

industry players, which 

tends to give them a 

cleaner exit than an IPO.”

 

Spector, M., & Tan, G.  
(2014, August 20).  

The Wall Street Journal.  
Retrieved from http://online.wsj.

com/articles/private-equity-firms-
pursue-buyout-of-american-

tire-1408574086 



Analysis of the 

sub-sectors within 

Manufacturing and 

Services reveals 

that “Surgical and 

Medical Instruments 

and Apparatus” deals 

represented the  

greatest volume (11%) in 

Manufacturing, while the 

bulk of deals in Services, 

just as in the last quarter, 

can be attributed to 

“Computer Processing 

and Data Preparation  

and Processing  

Services” (54%).
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As we look at both the combined value of deals equal to or more than fifty million 
dollars and the actual number of transactions per deal-type, the breakdowns in our 
two charts to the left indicate greater sales by private equity firms and fewer buys 
overall in the third quarter of this year. In fact, with further analysis, we detect the 
steady occurrence of increased portfolio-company sell-offs by private equity firms 
versus reduced buy-ins all through 2014. The last nine months reveals private equity 
firms exiting concerns at a rate of almost three dollars in sales for every one dollar 
of acquisition or purchase. In our analysis of industry-specific data, except for an 
occasional outlier, we observe similar trends. Perhaps private equity firms are stepping 
out of investments made during the recent economic downturn and are now seeking 
to monetize returns. In our upcoming fourth quarter edition of Deals, Dollars, and 
Disputes, we’ll continue to monitor this trend and will also examine holding-period 
trends for 2014 portfolio-company exits.

 

VALUE AND NUMBER OF DEALS BY INDUSTRY
For Q3 2014

Industry*

Median Deal 
Value  

(In Millions)

Average Deal 
Value  

(In Millions)

Sum of 
Completed 

Deals  
(In Millions)**

Count of 
Completed 

Deals**

Agriculture, Forestry, 
And Fishing

$700 $573 $1,719 3

Wholesale Trade $211 $555 $2,222 4

Transportation, 
Communications,  
& Utilities

$206 $235 $2,351 10

Mining $182 $836 $10,035 12

Public  
Administration

$122 $122 $243 2

Finance, Insurance,  
& Real Estate

$57 $410 $6,565 16

Retail Trade $55 $361 $3,974 11

Construction $36 $151 $452 3

Manufacturing $21 $194 $17,826 92

Services $17 $153 $25,850 169

Source: Zephyr

*   Industries are based on main divisions defined in the United States Department of Labor’s  
Standard Industrial Classification (SIC) system.

** Calculations based on our third party data include only deals that list values.  

Note: Includes data for which transaction details were reported and publically available.
 

  



“The good news: A new 

study shows that skilled 

private equity fund 

managers can outperform 

their peers, with the top 

firms generating an extra 

seven to eight percentage 

points in annual returns 

compared with the 

bottom firms, even after 

adjusting for luck and 

other factors.”

 

Blackman, A. (2014, August 5).  
The Fault in Our  

Private Equity Stars.  
The Wall Street Journal.  

Retrieved from http://blogs.wsj.
com/privateequity/2014/08/05/the-

fault-in-our-private-equity-stars/
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MEDIAN PURCHASE PRICE PREMIUMS
For the Previous 4 Quarters
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Note: Includes data for which transaction details were reported and publicly available.
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INDUSTRY SECTOR FOCUS: RETAIL TRADE
In Q3 2014, we notice a sharp increase in the total value of deals within the Retail Trade sector 
compared to Q2 2014. We also note that approximately 76% of the total deal value results 
from four transactions within the Eating Places industry sub-sector. The two majority-stake 
acquisitions completed during Q3 were the purchase of Red Lobster by Golden Gate Capital 
for $2.1 billion (see our prior quarter’s report) and the purchase of TGI Fridays by Sentinel 
Capital Partners and TriArtisan Capital Partners for $900 million. Though these are notable 
transactions to highlight, the two acquisitions within Eating Places are the sole drivers of the 
Retail Trade industry sector’s spike in deal values last quarter. We’ll keep an eye on this sub-
sector in case food retail concerns continue to attract interested private equity investment.

Purchase Price Premium for Transactions Involving  
Controlling Stakes

The median purchase price premium over share price 30 days and 60 days prior 
to announcement for the trailing four quarters was equal to 26.02% and 35.12%, 
respectively. But the purchase price premium gap between 30 and 60 days prior to 
announcement in Q3 2014, as displayed in the chart above, was significantly less 
than the three prior quarters with a mere 2.32% variance. Related to this, our analysis 
of deals closing in Q2 2014 and Q3 2014 revealed transactions markedly smaller in 
size and complexity compared to prior quarters. The sustained decline in the average 
number of days spent “pending” for deals in the last two quarters appears likely to 
have been driven by fewer sizeable and complex transactions in these quarters. 
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“U.S. private equity  

firms have turned in 

some of their best 

performances in the last 

few years as an economic 

recovery translated  

into a long-running  

bull-market which 

allowed firms to launch 

initial public offerings 

of the businesses they 

own and sell off residual 

stakes in already-public 

portfolio companies.”

 

Cheung, S. (2014, September 22). 
Will U.S. Private Equity  
Lose Out to Asia?  
The Wall Street Journal.  
Retrieved from http://blogs.wsj.
com/privateequity/2014/09/22/
will-u-s-private-equity-lose- 
out-to-asia/
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■  Minority Stake Acquisition

■  Initial Public Offering

■  Majority Stake Acquisition279
320

4

Source: Zephyr

Note: Includes data for which transaction details were reported and publicly available.

NUMBER OF COMPLETED PE DEALS BY ACQUISITION TYPE
For Q3 2014 (in Millions)
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AVERAGE DEAL VALUE FOR PE FIRM TRANSACTIONS
For Q3 2014

PE Acquisition Type Analyses 
  
We broke down the transactions by the following categories based on characteristics of 
the acquirer and the stake acquired:

 
Deal Type Definition 

Majority Interest Stake acquired is equal to a 50% or greater interest in the 
target entity.

Minority Interest Stake acquired is equal to less than 50% interest in the 
target entity.

Initial Public Offering A transaction where a percentage of ownership is offered 
and sold to public investors.
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1   Cassidy Turley and DTZ to Combine Under New Ownership. (2014, September 22). Retrieved October 
11, 2014, from http://www.cassidyturley.com/news/press-releases/entry/topic/cassidy_turley_and_dtz_to_
combine_under_new_ownership

Featured Transactions  
and Insights 

Among the transaction activity and related events in the quarter, we select certain deals 
and market trends that present information we consider especially worthy of further 
review and analysis by those involved in structuring and negotiating business sales and 
acquisitions. Our goal is to feature transactions that raise unique considerations from a 
valuation, deal-structure, or subsequent-dispute standpoint.

This quarter, we first examine private equity involvement in an industry consolidation 
and the related benefits and risks of such “roll-up” strategies. We also explore the 
boost enjoyed by small businesses and boutiques when private equity investors join 
establishment owners and executives in company boardrooms to partner and lead in 
corporate governance, performance strategies, and shared success.

Value Creation through Industry Consolidation
  
Industry consolidation is not uncommon, and the commercial real estate services 
industry has seen its fair share of late. In September, Cassidy Turley, a commercial 
real estate services provider in the U.S., announced its pending acquisition by an 
affiliate of DTZ Investment Holdings, which is backed by a consortium that includes 
TPG Capital, PAG Asia Capital and the Ontario Teacher’s Pension Plan. This same 
consortium agreed to acquire DTZ earlier this year, and the Cassidy Turley acquisition 
is contingent on the pending DTZ deal, after which the Cassidy Turley and DTZ will 
be combined and operate under the DTZ brand name. The combination, the apparent 
culmination of years of “roll-up” acquisition strategy, will create a company with close 
to $3 billion in revenues and over 28,000 employees.1   

“Roll-up strategies  

are used to consolidate 

highly fragmented 

markets, where the 

current competitors are 

too small to achieve  

scale economies.”

 

McKinsey & Company, Koller,  
T., Goedhart, M., & Wessels, D. 

(2010). More Difficult Strategies  
for Creating Value from 

Acquisitions. In Valuation. 
Measuring and Managing the 

Values of Companies (5th ed.),  
p. 455. Hoboken, New Jersey:  

John Wiley & Sons, Inc.

DTZ / Cassidy Turley

2013

2002

2013

2002

•  Acquired by UGL and expanded 
to 52 countries

•  Expanded in Vietnam, China, Europe, and Canada

•  Expanded operations in Sweden

•  Acquisitions in the UK, Australia, Sweden, 
Canada, and Boston

•  Acquisitions in Chicago and New York

•  Acquisition in Singapore

•  Expansions in India, Bahrian, and China

•  Acquisition in Australia

Acquisitions in Colorado, Arizona, and San Diego  •

Acquisitions in California and Florida 
and expansion in Los Angeles  •

Acquisitions in Dallas, Houston, Boston, 
Atlanta, and Florida  •

Acquisitions in New Jersey, Northern California, 
San Diego, Phoenix, Santa Clara, Milwaukee, 

Louisville, and Denver  •

Merger between firms in the Central US, 
Baltimore and the Carolinas, Washington, DC, 

and New York City  •

Cassidy TurleyDTZ
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“In our experience, 

the strategic rationale 

for an acquisition that 

creates value typically 

conforms to at least 

one of the following five 

archetypes: improving 

the performance of the 

target company, removing 

excess capacity from 

an industry, creating 

market access for 

products, acquiring 

skills or technologies 

more quickly or at lower 

cost than they could 

be built in-house, and 

picking winners early and 

helping them develop 

their businesses. If an 

acquisition does not fit 

one or more of these 

archetypes, it’s unlikely to 

create value.”

 

Marc Goedhart, Tim Koller, and 
David Wessels, “The Five Types 
of Successful Acquisitions” 
McKinsey on Finance, no. 36 
(Summer 2010)
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Roll-ups, or the combination of multiple smaller firms, are often an attractive strategy 
in fragmented industries such as commercial real estate services. As illustrated on 
the previous page, both Cassidy Turley and DTZ evolved from a number of strategic 
acquisitions over the last decade.2 3 

This recently announced deal is just the latest in an industry that has seen significant 
consolidation activity in recent years, a trend many believe is the result of the 
continued globalization of commercial real estate clients who prefer a service firm  
that can handle their global office space and real estate needs.

Risks & Rewards of “Roll-ups”

Often, the strategy behind a roll-up is simple—combine smaller companies in a 
fragmented industry to realize cost synergies. However, the execution is often anything 
but simple and not all roll-ups are successful. Many roll-up sponsors are enticed by 
some of the apparent benefits of consolidation, including:

•   Synergies—Typically, a roll-up provides opportunity for sharing fixed costs, such 
as administrative expenses, across a larger revenue base. Additionally, there may be 
opportunities for cross-selling services or products.

•   Brand—Leveraging strong brand recognition may stimulate further growth.
•   Value creation—Oftentimes, sponsors of roll-ups are betting on costs reductions and 

accelerated growth which can create favorable returns on investment, especially if 
the exit strategy includes a public offering that can take advantage of higher earnings 
multiples realized in the public markets.

One of the leading global commercial real estate firms, CBRE Group, Inc. (“CBRE”) is 
an example of a company built from a long history of acquisitions. CBRE’s evolution 
through consolidation has also included a private equity led leveraged buyout, 
sandwiched by separate initial public offerings. CBRE’s strategy has proven successful 
and the company, now with 44,000 employees in over 300 offices, has led all U.S. 
based commercial real estate brokerage firms in total global transaction volume for 
over a decade.4

However, the perceived benefits of a roll-up need to be balanced against potential 
risks. Executing a roll-up can be time-consuming and complicated, oftentimes 
involving complex integration of processes (such as accounting systems) and disparate 
business cultures. For example, Waste Management, one of the more well-known 
companies built on a roll-up strategy, at times was challenged with significant system 
and operational integration issues. 
 

2   Cassidy Turley Commercial Real Estate Firm History. (2014). Retrieved October 11, 2014, from http://www.
cassidyturley.com/about-us/history

3   History of DTZ. (2014). Retrieved October 10, 2014, from http://www.dtz-ugl.com/content/history-of-dtz
4   CBRE Corporate Information. (2014). Retrieved October 10, 2014, from http://www.cbre.com/en/aboutus/
corporateinformation/Pages/default.aspx 



“Similar attributes—

such as independence 

and deep engagement 

in setting strategy and 

managing performance—

are often cited as the 

primary reasons for the 

success of the better 

private-equity firms. 

Indeed, our own past 

analyses have found that 

these firms persistently 

outperform the S&P 500 

because their partners 

are active directors of the 

businesses in their funds. 

They are more engaged 

with setting strategy and 

managing performance  

as their own interests  

are tied to the success  

of a business.”

 

Viral V. Acharya and Conor Kehoe, 
“Board Directors and Experience: 

A Lesson from Private Equity” 
McKinsey on Finance,  

no. 35 (Spring 2010)
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5   Increasing Global Equity Drives Commercial Real Estate Transaction Volumes in First Half of 2014.  
(2014, July 9). Retrieved October 10, 2014, from http://www.us.jll.com/united-states/en-us/news/2968/
increasing-global-equity-drives-commercial-real-estate-transaction-volumes-in-first-half-of-2014

6   2014 Top Brokers. (2014). Retrieved October 10, 2014, from http://nreionline.com/2014-top-brokers

Private Equity: Continued Industry Consolidation Driver?

Global infusion of capital into commercial real estate has resulted in recent significant 
increases in real estate transaction volume. According to Jones Lang LaSalle, the first 
half of 2014 has seen close to $300 billion of direct commercial real estate transactions, 
up 27 percent over the same period in the prior year. The investment community has 
taken a renewed interest in real estate; boosting interest in private equity real estate 
funds. As a result, real estate fund managers have seen significant increases in available 
capital as compared to recent years.5

While the increase in investments in private equity real estate funds has resulted in 
additional transaction volume, it remains to be seen if it will also result in an increased 
interest for buyout funds to continue the industry consolidation trend in commercial 
real estate services. Interestingly, although the industry remains fragmented  
with many small players, according to National Real Estate Investor, the total 2013  
global transaction volume of leasing transactions and investments sales of the top 48 
U.S.-based real estate brokerage firms was dominated by a few large players. In fact, 
assuming consummation of the Cassidy Turley / DTZ deal, the top 6 firms accounted 
for 64% of that transaction volume:6 
 

Will an industry that is increasingly becoming dominated by a handful of large firms 
attract investors interested in further consolidation through roll-ups? Or will the 
consolidation trend slow down? Perhaps the performance of the pending Cassidy 
Turley / DTZ deal—a deal which appears driven less by the opportunity for cost 
synergies and more by a desire to leverage the global brand and reach of DTZ—will 
influence future consolidation strategy decisions.

■  Top 6 (assuming Cassidy Turley/DTZ Deal)

 – CBRE Group

 – JLL (Jones Lang LaSalle)

 – Cushman & Wakefield

 – Newmark Grubb Knight Frank

 – Colliers International

 – Merged Cassidy Turley & DTZ

■  All Others in Top 48

36%

64%

Note: This chart is only based on data from the largest 48 realtors according to National Real Estate 
Investor and is not meant to be inclusive of the entire industry.

PERCENTAGE OF TOTAL VALUE OF GLOBAL COMMERCIAL  
REAL ESTATE TRANSACTIONS

(Top 48 Firms)
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“Yet greater involvement 

is apparently not the 

whole story. Our new 

research on private-

equity firms shows 

that deals generate the 

greatest value when the 

skills of the lead partner 

are directly relevant to the 

business strategy of the 

portfolio companies to 

which they are assigned.”

 

Viral V. Acharya and Conor Kehoe, 
“Board Directors and Experience: 
A Lesson from Private Equity” 
McKinsey on Finance,  
no. 35 (Spring 2010)

Deals, Dollars and Disputes   |   Q3 2014   |   Floyd Advisory

In Good Company with Private Equity: LuLu*s and H.I.G.  

Private equity involvement in the boardroom can bring a broad array of benefits 
to any enterprise. Leadership, business savvy, and entrepreneurial experience are 
immediate advantages and sustained results in performance and profits are targeted 
rewards. Fashion retailer Lulu*s Fashion Lounge (“LuLu*s”) is hoping to reap some of 
those rewards in a deal announced earlier this quarter with H.I.G. Growth Partners 
(“H.I.G.”), the growth capital investment affiliate of H.I.G. Capital. We shall discuss 
details of this deal and then provide insights into the benefits that private equity 
leadership brings to corporate governance while examining a similar private equity 
partnership in the fashion industry.

H.I.G.’s Strategic Investment

On August 12th, H.I.G. announced an investment in LuLu*s, a small, private company 
headquartered in California. H.I.G. Capital is a private equity firm based in Boston 
with more than $15 billion in capital under management.7 LuLu*s started out as a brick-
and-mortar boutique and within two decades has blossomed into a rapidly-growing 
e-commerce retailer of young women’s apparel, shoes, and accessories.8

The deal appears driven by an opportunity to expand LuLu*s brand and consumer 
base. A managing director and a principal from H.I.G. will join LuLu*s Board of 
Directors as will Shelley Nandkeolyar. Nandkeolyar is a former president of Home 
Depot Direct Brands, was the Vice President of e-commerce at Williams-Sonoma, and 
has held positions of both President and CEO at a variety of apparel retailers.9 Abacus 
Finance Group LLC announced that it served as Administrative Agent and Sole Lead 
Arranger for senior secured credit facilities to support the leveraged recapitalization  
of LuLu*s and was co-investing in the deal. RLJ Credit Management LLC was also 
involved and provided mezzanine financing.10 Monetary values for the deal have not 
been disclosed.
 
Private Equity’s Winning Designs in Fashion

Similar to H.I.G.’s venture today, Apax Partner’s (“Apax”) investment in Tommy Hilfiger 
Corp. is worth discussing as an example of the impact private equity leadership can 
have in the fashion retail industry. In 2006, a fund managed by Apax purchased 
Tommy Hilfiger Corporation (“Tommy Hilfiger”) for $1.6 billion ($450 million in 
equity) in a public-to-private transaction.11 This deal differs from the LuLu*s deal in  
that Tommy Hilfiger is a substantially larger corporation and was public at the time  
of the purchase, however, Apax’s involvement proved to be fruitful and exemplifies 
the positive impact private equity leadership had an another player in the fashion  
retail industry.

  7   H.I.G. Growth Partners Completes Strategic Investment in LuLu*s Fashion Lounge. (2014, August 12). 
Retrieved October 6, 2014, from http://higgrowth.com/news/release/760

  8   Munoz, O. (2012, February 2). Oh là LuLu’s Fashion lounge prospers as owners adjust to online business model. 
The Online Seller. Retrieved October 11, 2014, from http://www.theonlineseller.com/2012/02/02/oh-la-lulus/

  9   H.I.G. Growth Partners Completes Strategic Investment in LuLu*s Fashion Lounge. (2014, August 12). 
Retrieved October 6, 2014, from http://higgrowth.com/news/release/760

10   Abacus Finance Closes Senior Financing for H.I.G. Growth Partners’ Investment In Lulu’s Fashion Lounge.” 
(2014, August 13). Retrieved from http://abacusfinance.com/lulus

11   Tommy Hilfiger Corporation announces agreement to be acquired by Funds advised by Apax Partners for 
$16.80 per share or approximately $1.6 billion. (2005, December 23). Retrieved from http://www.apax.com/
news/apax-news/2005/december/tommy-hilfiger-corporation-announces-agreement-to-be-acquired-by-funds-
advised-by-apax-partners-for-$1680-per-share-or-approximately-$16-billion/
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In 83% of successful 

deals, the private equity 

firm strengthened the 

management team prior 

to closing, compared 

to only 33% of the less 

successful deals.
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Apax immediately replaced management for the U.S. business, invested in marketing 
and product quality, doubled the number of stores, focused on international business, 
and made various other adjustments to stabilize product supply and distribution. 
Further, Apax assisted Tommy Hilfiger in expanding its distribution into Turkey and 
Japan and helped to execute a re-launch of Tommy Hilfiger’s e-commerce business. 
It is reported that more than $400 million was invested back into the business during 
Apax Partners’ investment period. In a very short time, Tommy Hilfiger’s profits 
increased by approximately 50% and its debt was reduced from 4.3 x EBITDA to  
1.5 x EBITDA.12 Per Apax’s release regarding the investment, existing Tommy Hilfiger 
management had a plan to turn business around that Apax, upon review and 
agreement, was able to facilitate and support.

After having four years at the helm and assisting with the business turnaround, Apax 
sold Tommy Hilfiger in 2010 to Phillips-Van Heusen Corporation, a large clothing 
company already in ownership of many recognizable fashion brand names. The 
deal included $2.6 billion in cash, $380 million in PVH stock, and an assumption of 
$128 million in debt. Ultimately, Apax earned between 4.5x and 5x13 their investment 
while in control of Tommy Hilfiger14 and helped to position Tommy Hilfiger as an 
international household brand name.15 

Benefits of Private Equity Board Members

The positive influence of private equity’s involvement on boards and in corporate 
governance has been documented and discussed in industry literature. In The McKinsey 
Quarterly, a study was published highlighting several key successful strategies used 
by private equity firms actively involved in a target’s business activity. For the majority 
of deals reviewed, a company’s outperformance of its industry peers was the main 
source of value creation and an early management change, coupled with structured 
management performance incentives, turned out to be a key factor to success. In 83% 
of successful deals, the private equity firm strengthened the management team prior to 
closing, compared to only 33% of the less successful deals. Time invested also seemed 
correlated to deal success, as private equity partners that spent more than half of 
their time on a deal in the first 100 days and met regularly with the CEO or CFO saw 
greater returns. Additionally, although private equity boards may not fare as well as 
public boards in areas such as risk management and development of human capital, 
boards with private equity involvement were found to be more active in managing 
company performance, more effective in managing stakeholders, and better at forming 
successful business strategies.

12   Apax Partners Annual Report 2009. (2009). Retrieved October 11, 2014, from http://www.apax.com/
media/440360/Tommy-Hilfiger.pdf

13   Apax Partners reaches definitive agreement to sell Tommy Hilfiger Group to Phillips-Van Heusen for  
€2.2 billion. (2010). Retrieved October 11, 2014, from http://www.apax.com/news/apax-news/ 
2010/march/apax-partners-reaches-definitive-agreement-to-sell-tommy-hilfiger-group-to-phillips-van-heusen-
for-€22-billion/

14   Griffith, E. (2010, March 15) Apax Banks 4.5x on Tommy Hilfiger, Invests in PVH Again. Retrieved  
October 6, 2014, from https://www.pehub.com/2010/03/apax-partners-banks-45x-on-tommy-invests- 
in-pvh-again/

15   According to Women’s Wear Daily, as of 2012, Tommy Hilfiger was the 12th most recognized fashion  
brand in the U.S.
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to their breadth of 
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What’s Coming Next?

It is important to note that companies with private equity investors are not likely to 
maintain the same leadership for very long. The Harvard Business Review noted that 
“… the fundamental reason behind private equity’s growth and high rates of return 
is something that has received little attention, perhaps because it’s so obvious: the 
firms’ standard practice of buying businesses and then, after steering them through a 
transition of rapid performance improvement, selling them.”16 Even the aforementioned 
deal in which Apax invested in Tommy Hilfiger only lasted four years before they 
turned things over to Phillips-Van Heusen Corporation.  

All in all, private equity participation on boards can be valuable to a company due 
to their breadth of experiences and their financial resources. It seems clear from the 
press release on the LuLu*s deal that H.I.G. plans to take on an active role in leading 
the company. Co-Founder and CEO, Colleen Winter said, “[w]e are very excited 
about this partnership with H.I.G. and the shared vision we have for the next stage of 
LuLu*s growth. H.I.G.’s investment will provide us the capital and strategic resources 
necessary to grow the LuLu*s brand.” 

 

16   Barber, F., & Goold, M. (2007, September). The Strategic Secret of Private Equity.  
Harvard Business Review. Retrieved from http://nico.maisonneuve.free.fr/download/ 
HBR-sep2007/26126834.pdf
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