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1. Introduction  
Focused strategy of investing in European buy - outs of mature, profitable companies  
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ƀ The focus is on established, top performing European buy -out managers  

 

ƀ The Company invests in:  

ī the UK mid -market through Graphite Capitalôs in-house funds  
 

ī continental Europe and other UK sectors, through third -party funds  
 

 

ƀ The approach is led by quality of the manager  

ī No top -down allocations based on sector or geography  

 

 

 



The Manager of Graphite Enterprise is Graphite Capital, a leading UK private equity firm  

1. Introduction  

ƀ 33 -year history, experienced and cohesive team  

ƀ Specialises in both direct and fund investments with funds under management of £1.5 billion:  

 

Fund investments  
F.U.M. £0.4bn  

 
Graphite Enterprise the only client  

 
Largest investor in  

Graphite Capital funds  
 

Realised return of  
>2x cost since 1989  

 

Direct investments  
F.U.M. £1.1 bn  

 
UK mid -market buy -outs  
 
10 -year life funds,  
institutional investors  
 
Gross realised return of  
35% p.a. since 1991  

75%  25%  e.g.  
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Graphite Capital  



1. Introduction  

ƀ Primary commitments to new funds being raised  

 

ï A commitment to fund a future investment programme (ñblind poolò) 

ï Forms the basis of our relationships with managers  

ï Creates opportunities for other types of investment  

ƀ Secondary purchases  of existing funds  

 

ï Interests in existing funds can be purchased in a secondary market  

ï Ability to increase exposure to portfolios we like  

ï Also increases control over our investment programme  

ƀ Direct co - investments  alongside funds  

 

ï We may be invited to invest directly in a company, alongside a fund  

ï There are usually no fees charged by the manager  

ï Greater discretion and control over the investment programme  
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We can access managersô investment programmes in a number of ways 



1. Introduction  

Graphite portfolio  Third party portfolio  

  

21%  Funds 69% (of which secondaries :14%)  Direct co -
invests 10%  

Graphite Capital directly manages 21% of the portfolio  
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2. Results  
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2. Results  

Jan  
2014  

Jan  
2013  

Change  
12  months  

Net asset value per share  677.2p  631.5p  +7.2%  

Share price  563.5p  487.0p  +15.7%  

FTSE All -Share Index  3,497  3,287  +6.4%  

The share price and NAV both outperformed the FTSE All - Share in the year to Jan - 14  
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ƀThe share price strongly outperformed the FTSE All -Share Index  
 

ƀ In local currency terms the portfolio grew by 13.8%  

ό 11.0% in sterling terms after accounting for currency  

όAfter the effect of holding cash, this increased NAV by 9.8%  

όExpenses and the dividend brought the net return to 7.2%  

 
 
 



2. Results  

Apr  
2014  

Jan  
2014  

Change  
3 months  

Change  
12 months  

Net asset value per share  688.1p  677.2p  1.6%  +8.2%  

Share price  572.0p  563.5p  1.5%  +16.3%  

FTSE All -Share Index  3,620  3,497  3.5%  +6.8%  

Activity in the quarter to April 2014 was relatively subdued  
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ƀThere was little new valuation information  
 

ƀThe disposal of Education Personnel (which completed in May) added 1.4% to NAV in the quarter  
 

ƀNo other significant realisations were completed  
 
 



2. Results  

The share price has outperformed the FTSE All - Share by 14.5 % since 31 Jan 2013  
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Note  To the close on 10 June 2014 (SP = 615p , FTAS = 3,675) Increases from 31 Jan 2013: SP +26.3%, Index +11.8%  



2. Results  

The NAV and share price have outperformed the All - Share over 3 and 10 years  
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ƀThe net asset value has increased for five consecutive financial years  
 

ƀSince inception, the Company has generated a return of 28 times the amount subscribed  

Notes 1.  Measured using the Companyôs reporting dates, i.e. 36, 61 and 121 month periods to 31 January 2014, as the Company changed 
its year end during 2010. 2. Source: Morningstar, the Company.  

Years to Jan - 14 1  

 
Total return  

3  5  10  

Net asset value per share  +29%  +56%  +164%  

Share price  +88%  +218%  +196%  

FTSE All -Share Index  +28%  +89%  +124%  



2. Results  

Graphite Enterprise has consistently outperformed the fund of funds average  
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ƀThis outperformance is despite taking lower balance sheet risk than the peer group  
 
ƀThe Company has also outperformed the average of the direct PE funds 3 over 3, 5 and 10 yrs  
 

 

Years to Jan 20 14 1  

 

Total return  
1  3  5  10  

Graphite Enterprise NAV growth  8%  29%  56%  164%  

Fund of funds 2 average NAV growth  7%  19%  18%  146%  

Notes 1. 12, 36, 61 and 121 month periods to 31 Jan 2014  
         2.  Peer group (funds -of - funds): Aberdeen, F&C PE, HarbourVest, JPM PE, Pantheon, Princess, Private Equity Holding, SLEPET 
         3.  Peer group (directs): 3i, Candover, Dunedin, Electra, HgCapital , NB Private Equity, SVG Capital  
 (NAV performance: 1 yr  ï 13%, 3 yrs  ï 21%, 5 yrs  ï 24%, 10 yrs  ï 116%)  
         4.  Data: total return, local currencies (Morningstar)  



2. Results  

The balance sheet is strong and provides significant capacity for new investment  
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ƀThe projected rate of drawdown of commitments is approximately £56 million per annum  
 
 

Notes  1. £50.0m and ú58.1m translated at balance sheet date.  
 2.  Undrawn facility plus cash and other liquid assets  
 3. Outstanding commitments less total liquidity  

 
Apr - 14  

£m  

 
Apr - 14  

%  

Investments  446  87%  

Net current assets  63  13%  

Total assets less current liabilities  509  100%  

Outstanding  commitments  257  

Undrawn bank facility 1 98  

Total liquidity 2 161  

Overcommitment 3 96  

Overcommitment  %  19%  



3. Investment activity  
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ƀWe understand companies and believe this gives us an edge over other investors in funds  

 
ïPrimary commitments: well positioned to judge / challenge other private equity managers  

 

ïSecondary purchases: can perform detailed analysis of the portfolio being acquired  

 

ïCo- investments: able to effectively analyse, and respond quickly to, opportunities  

 

ïMore current market view than can be obtained second -hand  

 

ƀ  There are strong common themes across the two businesses:  

 

ïFocus on building long - term relationships with managers  
 

ïBut robust challenge when necessary  
 

ïPreference for quality over value  
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The direct investment influence produces a highly distinctive approach to fund investing  

3. Investment activity  



3. Investment activity  
We had a very active new investment programme in the year to Jan - 14  
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Primary commitments £201m  
Secondary purchases  

 £24m  
Co- investments 

£12m  

 
 
 
 
 



3. Investment activity  

Cash realisations were at a record level and new investment increased substantially  
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Notes 1. Excludes proceeds from secondary sales . 
         2. Pro- forma to 31 May 2014, including expected Education Personnel disposal proceeds (£14.9m)  
            and re - investment (£9.0m)  



3. Investment activity  

Realisations continue to generate significant uplifts over prior valuations  
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Notes  1.  From most recent valuation prior to any uplift on disposal.  
 2.  Jan-13 figure restated for change in weighting.  Previously 52%.  
 

ƀ As exit conditions have improved, managers are realising less strong performers  

ƀ 17 of the 33 realisations were of investments made in 2006 and 2007  

ƀ 16 trade sales (31% of proceeds) and 11 secondary buy -outs (59% of proceeds)  

Year ended  
 

Jan - 12  Jan - 13  Jan - 14  

Valuation uplift 1,2  51%  49%  36%  

Number of full realisations  18  14  33  

Multiple of original cost  2.5x  2.7x  2.1x  



3. Investment activity  

Background  
ƀ  Leading provider of supply teachers and educational support staff in England and Wales  

ƀ  Teaching Personnel acquired in a secondary management buy -out in 2010  

ƀ  Merged with a large competitor, Protocol Education, in 2011  

ƀ  Strong market fundamentals ï drive to improve standards, rising pupil numbers  

Performance  
ƀ  Merger created the clear leader in the sector  

ƀ  Highly complementary businesses with little branch network overlap  

ƀ  Separate brands maintained, no redundancies made  

ƀ  Revenue synergies created, pricing structures optimised, range of services harmonised  

ƀ  Number of branches increased from 52 to 67  

ƀ  TP performed well initially and performance accelerated post -merger  

Exit  
ƀ  Highly competitive sale process, driven by strong profit growth  

ƀ  Acquired by funds managed by Intermediate Capital Group plc  

ƀ  Proceeds of £14.9m will be received from Graphite Capital Partners VII  

ƀ  Significant uplift on 31 -Jan carrying value added +1.4% to NAV  

 

 

Disposal of Education Personnel by Graphite VII  
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ƀ Graphite Enterprise has invested:  

ˣ   £14.2 million in City & County Healthcare ( C&C) in December  

ˣ   £10.9 million in ICR in March  

C&C  

ƀ Fourth largest provider of home care services in the UK  

ƀ UK home care market has favourable demographic and economic drivers  

ƀ Increased outsourcing to the private sector of home care provision  

ƀ Highly fragmented market with the top 10 providers accounting for only 15%  

ƀ Proven incumbent management team, integrating 15 bolt -on acquisitions in four years  

 

ICR  

ƀ Provider of repair and maintenance service to the global energy industry  

ƀ Pipe repair, corrosion monitoring and prevention, engineering solutions  

ƀ Operators extending the lives of ageing energy infrastructure  

ƀ Organic growth opportunities and successful bolt -on acquisition strategy  

ƀ Senior management team remain in place and re - invested substantial proceeds  
 

Graphite VIII has made two substantial new investments in the last six months  
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3. Investment activity  



4. Portfolio  
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The portfolio provides access to a wide range of managers across various markets  

    

 

4. Portfolio  

ÅExposure to 411 companies, through 62 funds and 31 managers  

 
Large  

Upper mid -  
market  

Mid - market 
country 
specific  

UK lower mid -
market  

 
Other  

 



4. Portfolio  
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Notes 1. Geography denotes where a company is headquartered. 2 All charts are based on underlying company data  as at 30.04.14.  

The portfolio is well diversified by geography, sector and vintage  



4. Portfolio  

The portfolio strikes a balance between diversification and concentration  
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ƀ The top 30 underlying companies represent 46% of the portfolio  

 

ƀ This ensures individual winners can make a difference  

ī  e.g. Education Personnel added 9.5p in Q1 and 19.2p over the life of the investment  

 

ƀ  The top 30 companies are growing strongly and are valued reasonably  

 

 

 

Top 30  FTSE  
250  

Revenue growth 12mths to 31 December  2013  +7%  +1%  

EBITDA growth 12mths to 31 December 2013  +14%  +2%  

EBITDA  multiple at valuation  9.2x  9.3x  



5. Discount  
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5. Discount  
Discounts have moved closer to historic norms  
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ÅAt 10 June 2014, the discount was 8.6% (share price 615p, ex -div NAV 672.6p)  

ï The Companyôs average discount in the 15 years prior to the financial crisis was 10%  

ï The average discount from Dec 2007 to Dec 2012 was 34%  
 

Note Sector includes 3i, Aberdeen, Candover, Dunedin, Electra, F&C, HarbourVest, HgCapital , JP Morgan, NBPE, PIP, Princess, Standard Life, SVG. 


