MERGERS & ACQUISITIONS

Was Sard Verbinnen

Despite the fervent land-grab
mentality in the IR space these
days, the 5150 million plinked

Itecame as nohig surprise when
independent Sard Verbinnen
wis gobbled up last maonth. In
fact, Incepta Ciroup's purchse
of the New York M&A spe

cialist 15 just the latest m oa
string of high-oetane acguis:

tions that have rapidly consoli-
dated the IR sector aver the
past 18 months (see sudebar)

What struck even the mamsl
jaded indusiry veicrans, how
ever, was Lhe 355 mulhon price
tag.which could inflate to 5150
million over the next fve years
with carnouts. The deal was
apparently onoan
extremely igh multyphe - after
all, mitial reports placed Sard
Yerbinnen's fee income at just
413 8 million with profits of 52
miillicn, Based an those num
hers, the 538 million up-lron
sale price was JY Limcs 1318
lirm s pre-Lax profits and more
than four times s revenue

Independents were reported
to be rethinking there much-
chenshed autonomy. =1 thought
the deal was just ternfc termil
fior them and temific forus”savs
Richard Torrenzanoof the New
York-based 1H firm Tomen
wano Group, “I1 chanpes (he
valuatioms in the industry, |
would be bappy 1o change my
mund [om selling the |"|.I'~|:hL"ﬂ|
based on this valuation,”

Mike Sitrick at Sitrnick &
Associates. the Los Anpeles-
based TR and cnsis firm, was
equally amazed. ~We hear
from people all the time offer-
ing 1o buy vur business”™ he
savs. “Bul. nobody has said 29
limes pre-lax carmngs.”

Father Christmas

1 pon chovser cxamiration. o
everavery different story starts
emerge, Inan exclusive inter-
view with Inceptla Grroup's
Dyavid Wright, the chicl cxecu-
tive insists that the multiples are
in ling with the industry norm,
anil he expressed hes frustrotion
at the focus on the pre-tax lig-
ures reporied in both trache
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Wright believes that the
investment will reap enormaous
benelits - for both sides. “The
fit is perfect from an opera-
tional point of view.™ he tells
PREWeek, and he boasts thai
“this 5 going to blow the com.
petition oul of the water.”

In other markets, he ¢x-
ains, Incepra’s Citizate Dowe
iltug:.'r:-un 15 a sirong glohal
plaver, with sizeable 1R opera
fioms i London, Hong kong,
RITHCH] R e, Frankfur, Diussel.
ot and Berhin, And although
it has a 312 million TR oper-
tion in the US, it was focused
on transactions in Earope and
Latin America.

“We needed o strong pres-
ence with the US banks, be-
cause allthough weweresoen as
the leading plaver in many
world markets. without a do-
mestic plaver in the US, we
weren't taken seriously. With
Sard Viertunnen. we've god that
amgd more,” savs Wnght, cx-
plaiming that Sard Verbinnen
pow olsources a lot of work
that other CDR operations cim
handle, like advertising wnd
sharehalder identificalion.

“Hut the deal works just as

“If you strip

much for Sard Verbinnen,”
Wright insists, and not just for
reasonsof personal gam. Mo
of the specialist domesiic play-
ers i the LS - ke Kekst and
Abernathy ‘-{u,lm_-'ur - Ccan
olfer the intermational service
that our network brings. We're
the enly ones who are puiting
the rlho tomcther.

Bear i ond, a 1ol of TS
Iramks need help outside the
LS, A George | Sard) and Paul
| Werbinnen |realieed, the finan-
cial markets have become
much mare international in
seape, Fvery fund is imvested
att of the US, and stock mi-
grutes more than ever. You
need o be international, par-
ticularly withacontested deal.”

Five-year plan

(M course, there are other fac-
tors at play that could mmpact
the way this deal is eventually
vigwed, like anchoring Sard
and Verbinnen 1o the agency
{or the long haul. Both ane tie d
1 o Tive <yl 1|r.1|'\_'-'|i ich wll
ke them comfortably into
thenr e 40 and carly 305, but
some ndustry ohservers have
cxpressed doubts about the
long-term value of the opara-
tion when they exil.

“Whether vou're talking

crployees wto Lhe long-haul
mitegration of the busimess
“Forty percent of Incepla
shares arc owned by 4% of our
stafl. We belicve in the impor-
tance of ¢guaty, bocase other-
wite there's no incentive Lo
bring in busaness for elher parts
of the company. [n othwer recent
cash-only deals, there's no in-
ventive wowork together. Tha
erphasis on stock invalvemen
helps expliain why LIK-based
I|m:'-|1l.| T prowin e {uster than |
any other guoted company in |
o seclon,” Wright claims
There wre still some hurdles
to o rcome in terms of inte-
gration, The future of Ciligae
Dewe Rogersons 312 million
LIS opcrations remams un-
clear, There has been specula-
that Sard Verbinnen
executives are violently op-
posgd to consolidation of the
business Dot it s possihle thal
the small M& A operation (mun
v Orwen Blhcksalver, i@ lammer
l;'n;.l"-';il!:ln.' ol Sard and Ver-
Mnnen ot Oy, Adams &
Khmnchartl, will be consoli-
dated, 1% o small temm, with
retainer income of $2 million,
which will imtegrate very nicely.
Tt Sard Verbemee n wanted
Craen 1o join,” Wnght adds.
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