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From organizing groceries at food pantries to 
mentoring students in schools, private equity firms 
are giving back. In this issue’s cover story, we focus 
on the charitable initiatives of 5 firms: the Carlyle 
Group, Frontier Capital, Huron Capital, the Riverside 
Co. and Star Mountain Capital. 

Employer-sponsored philanthropy is more im-
portant than ever, due to the values of today’s work 
force. “There’s more to life than work and material 

things, and our people understand that,” says Andrew Lindner of Frontier 
Capital, which supports several causes, including The Miracle League, a base-
ball organization for children who are 
mentally and physically challenged.

“We want to leave our footprint 
in this community where we live and 
work while being as helpful as possi-
ble,” says Gretchen Perkins of Detroit-
based Huron Capital. “The charitable 
activities we do as a group, the ability 
for each employee to influence where 
Huron’s donations go, and the ability 
to perform community service during 
work hours, or receive matching funds 
for an employee’s personal non-profit 
passion, all contribute to a portion of 
an employee’s sense of purpose and 
contributing to the greater good.”

“Yes, we are here to make money, 
secure retirement for pensioners, but the firm wants to support people’s 
efforts to make the world a better place,” says Christopher Ullman of the 
Carlyle Group LP (Nasdaq: CG). “Millennials are for sustainability, diversity, 
inclusion and giving back to the community.” M&A

– Mary Kathleen Flynn

Inside Word

Philanthropy is alive and well in the middle market, 
as we see from initiatives at Carlyle, Frontier, Huron, 
Riverside and Star Mountain

Better to give
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11 athletes who invest
NFL players build companies. Former 
Giants defensive end Michael Strahan 
(pictured) teamed with New England 
Patriots QB Tom Brady to launch a 
sports media startup. Steve Young, for-
mer San Francisco 49ers quarterback, 
is a co-founder of PE firm HGGC. 
And more.

Listicle

Seeking M&A in cannabis
Recreational use of marijuana is now 
legal in Canada. Salveo Capital man-
aging partner Jeffrey Howard writes 
that the cannabis industry is just now 
approaching its own inflection point, 
as it transitions from a black to gray 
market, with outsized growth potential.

Voices

Conversation with Lorine Pendleton 
“Companies that are inclusive and also 
diverse tend to outperform companies 
that aren’t,” says investor Lorine Pend-
leton of Pipeline Angels and Portfolia 
in a video interview shot at Exponent 
Exchange, a gathering of 200 female 
dealmakers.

Video

What’s going on @
TheMiddleMarket.com

www.themiddlemarket.com
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Why soup is 
gaining buyer 
attention

Kainos’ Daniel Hopkins 
says Kettle Cuisine “is 
positioned to serve an 
exciting intersection of 
consumer preferences for 
convenient, fresh food”

Kainos Capital is merging several 
soup makers in its portfolio - including 
Kettle Cusiine, Bonewerks Culinarte and 
Savory Creations - into one business. In 
addition, Kettle Cuisine has purchased 
Norpac Foods’ frozen soup business. 
Kettle Cuisine produces small-batch 
soups, for foodservice companies, 
restaurant chains and retailers. The 
company offers its products in both 
refrigerated and frozen formats, single-

serve and bulk packaging. 
“The newly expanded Kettle Cuisine 

platform is positioned to serve an excit-
ing intersection of consumer prefer-
ences for convenient, fresh food,” says 
Kainos partner Daniel Hopkin, who is 
one of Mergers & Acquisitions’ 11 Rising 
Stars of Private Equity. “At the same 
time, the combined company will even 
better meet operator needs for a sup-
plier partner that can provide collabor-
ative, chef-driven product development, 
redundant scale manufacturing, and 
the commitment to food safety and 
culinary principles that are the founda-
tion of our brands.” 

Bonewerks makes glace and demi-
glace sauce-based products that are 
delivered fully prepared, enabling 
chefs to save time and labor. Kainos 
purchased Bonewerks in 2018. Savory 
Creations offers broth concentrates 
to retailers and foodservice providers. 
Since acquiring Kettle Cuisine in 2015, 
Kainos has grown the business through 

add-on acquisitions, expanding the 
company’s cooking capacity and add-
ing high-speed filling and packaging 
equipment. Dallas-based Kainos invests 
up to $150 million in businesses in the 
food and beverage and consumer sec-
tors. The firm raised its second fund, at 
$895 million, in 2016.

Investing in the 
new age of media

21st Century has a plan to 
reach more viewers after 
Disney deal closes

21st Century Fox (Nasdaq: FOX) 
is leading a $100 million investment 
round in social broadcasting startup 
Caffeine. Existing investors Andreessen 
Horowitz and Greylock Partners also par-
ticipated in the round. The deal comes 
as consumers are watching more content 
across social media and mobile devices. 
Caffeine, which is has to yet officially 
launch, mainly focuses on broadcasting 
live e-sports events. The company will 
use the investment from 21st Century Fox 
towards funding a joint venture called 
Caffeine Studios, which will be owned by 
Fox Sports and Caffeine. 

Caffeine Studios will use Fox Sports 
resources to program live sports, 
e-sports and other entertainment. Caf-
feine also reached a content agree-
ment with Live Nation to broadcast 
live concerts on Caffeine by the end of 
2018. 

Watercooler

Notable deals and trends
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By Demitri Diakantonis and Mary Kathleen Flynn
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“The combination of the Caffeine 
platform with a content studio that 
benefits from Fox Sports’ expertise in 
live events and programming will help 
position Caffeine to deliver compelling 
experiences in esports, video gaming 

and entertainment,” says 
21st Century Fox executive 
chairman Lachlan Mur-
doch. “We are excited to 
partner with Caffeine and 
build something special 
for fans in the growing 
live social streaming 
e-sports and gaming 
space.” Caffeine Studios 
will be formed after the 

pending $71 billion asset deal between 
21st Century Fox and Walt Disney Co. 
(NYSE: DIS) is completed.

Securing deck 
deals

Fortune Brands expands 
into the outdoor materials 
sector

Master Lock owner Fortune Brands 
Home & Security Inc. (NYSE: FBHS) is 
acquiring deck materials maker Fiberon 
LLC for $470 million. The deal expands 
Fortune’s presence in the $2.5 billion 
deck category. According to Fortune, 
decks are a critical growing segment of 
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the outdoor sector with a rising need 
for non-wood materials, which is where 
Fiberon focuses the majority of its busi-
ness on.

“This exceptional growth is driven 
by demand for innovations in finishes, 
textures, colors and styles, coupled with 
low maintenance and lasting durability 
versus traditional wood,” according to a 
Fortune release. Fiberon, which posted 
2017 sales of $200 million, also makes 
materials for fences and rails. “The 
acquisition of Fiberon provides exciting 
category expansion and product exten-
sion opportunities for our doors and 
security segment into the outdoor living 
space— one of the fastest growing 
areas of the home,” says Fortune CEO 
Chris Klein. 

“Fortune Brands’ strong distribu-
tion, commitment to 
brands, innovation and 
design, and superior 
execution are a power-
ful combination to drive 
sales and profit growth,” 
adds Fiberon CEO Doug 
Mancosh. 

In addition to securi-
ties, Fortune operates a 
home products division 

that manufactures cabinets, plumb-
ing supplies and windows and doors, 
featuring the KitchenCraft, Rohl, and 
Therma-Tru brands.

More healthy 
snacks for Hershey

Hershey buys Pirate’s 
Booty maker, following 
SkinnyPop deal

The Hershey Co. (NYSE: HSY) bought 
Pirate Brands from B&G Foods Inc. 
(NYSE: BGS) for $420 million. The deal 
includes the Pirate’s Booty, Smart Puffs 
and the Original Tings snack brands. 
Hershey says Pirate Brands is a good 
fit for consumers seeking snacks with 
clean labels and no artificial flavors, 
colors or preservatives. 

“We expect the full Pirate Brands 
portfolio to be a great fit for Hershey’s 
growing Amplify business which is 
targeted toward consumers who are 
looking for great-tasting snacks with-
out compromise,” says Hershey chief 
growth officer Mary Beth West. Her-
shey bought SkinnyPop popcorn owner 
Amplify in 2018 for $1.6 billion. Food 
conglomerates are diversifying their 
product lines to appeal to consumers 
who are opting for healthier snacks. 

In 2017, Conagra Brands Inc. (NYSE: 
CAG) bought Angie’s Aritisan Treats, 
the owner Boomchicapop popcorn 
brand, and Kellogg Co. (NYSE: K) paid 
$600 million for nutrition bar maker 
RXBar. “By selling Pirate Brands at 
a very attractive multiple and using 
the net proceeds to reduce long-term 
debt, we will significantly reduce our 
leverage, which positions us very well 
for future acquisitions,” adds B&G CEO 
Robert Cantwell. B&G bought Pirate 
Brands in 2013 for $195 million. Ropes 
& Gray is representing Hershey.

PE firms bite into 
food distributors

MidOcean Partners raises 
5th fund, which already 
invested in Florida Food 
Products

MidOcean Partners has closed its 
fifth private equity fund at $1.2 billion. 
The New York firm has already invested 
in five portfolio companies from the 
fund, including Florida Food Products. 
MidOcean, led by CEO Ted Virtue, has 
raised over $4.5 billion since it was 
founded in 2003. 

The PE firm focuses on the consum-
er and business services sectors and 
invests a minimum of $25 million in 
equity. MidOcean was formed through 
a $1.6 billion management buyout of 
Deutsche Bank’s PE unit, DB Capital 
Partners. Virtue was the former CEO of 
DB Capital. 

In addition to private equity, Mi-
dOcan manages MidOcean Credit 
Partners, its alternative credit arm that 
was formed in 2009. MidOcean Credit 
focuses on credit hedge funds and 
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collaterized loan obligations or CLOS. 
Kirkland & Ellis advised MidOcean on 
the fund raise. For more on PE fund-
raising, see PE fundraising scorecard: 
Three Hills Capital and Triton Fund.

Seeking 
cybersecurity

Allstate adds identity theft 
protection firm to provide 
customers additional 
security

Insurance company Allstate Corp. 
(NYSE: ALL) is buying InfoArmor Inc., a 
provider of employee identity protec-
tion to more than 1 million employees 
and their family members at over 1,400 
firms, for $525 million. InfoArmor is 

known for two brands: PrivacyArmor, 
which is offered to employees by more 
than 100 of the Fortune 500 compa-
nies, is a proactive identity monitoring 
service that alerts users at the first sign 
of fraud and restores an individual’s 
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Seeking protection
Cyberattacks are plaguing individuals, making identity security
companies attractive targets

• Allstate buys InfoArmor

• Cisco purchases Duo Security

• Equifax buys ID Watchdog

• EZShield acquires IdentityForce

• KPMG purchases Cybernic.

Source: Mergers & Acquisitions

 

 
ACG San Diego is honored to be named 2017 Chapter of the Year, which recognizes 
the outstanding ACG chapter leaders, committees, programming, sponsors, and its 

fantastic members. 

 “ACG is the largest networking organization in the world for Private Equity.  
ACG San Diego is proud to accept this award and will continue to be the place 

‘Where Deal Makers Meet.’” 

2017 ACG CHAPTER OF THE YEAR
                                                                                                 Small Chapter Category

www.acg.org/sandiego
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identity; and VigilanteATI, a 
corporate threat intelligence 
service, which monitors for 
emerging threats and protects 
companies from hacks and 
cyberattacks. 

“Consumers are increas-
ingly at risk of having their 
digital identities compro-
mised,” says Allstate CEO Tom 
Wilson. “With the acquisition 
of InfoArmor, Allstate will protect more 
customers from this risk and help 
rebuild their lives after they have been 
hacked.” 

Cyberattacks are plaguing compa-
nies and individuals, making identity 
and cybersecurity companies attrac-
tive targets. Some deals in the sector 
include: Cisco Systems Inc.’s (Nasdaq: 
CSCO) pending purchase of Duo 
Security and KMPG’s acquisition of 
Cyberinc.

Audax’s busy year 
includes a new 
fund

Audax was founded in 
1999 by Geoffrey Rehnert 
and Marc Wolpow and has 
since raised $23 billion in 
PE and private debt capital

Middle-market private equity firm 
Audax Group has raised its sixth fund 
at $3.5 billion. The firm, which has 
offices in Boston and San Francisco, 
invests in businesses that have up to 
$50 million in Ebitda and $400 million 
in enterprise value. Among its sectors 
focus are: business services, consumer, 
healthcare, industrials and technology, 

media, telecom. 
2018 is an active year for Audax. 

Some of the firm’s deals include: 
Audax-backed Active Day bought Sun-
rise Miami Adult Day Care Center and 
two Minnesota adult care centers from 
Sunrise Community and Millennium 
Adult Day Care; purchased Revolution 
Dancewear, a supplier of dance recital 
costumes, competition costumes, 
footwear, and dancewear, from Incline 
Equity Partners; acquired Restaurant 
Equipment Maintenance Corp., an 
equipment parts and repair company 
for the convenience store and restau-
rant sectors; bought Blue Sky Indus-
tries, an aersospace and defense parts 
supplier; and Audax-backed Imperial 
Dade bought Kran and PCA Industrial 
and Sikes Paper. 

Audax was founded in 1999 by 
Geoffrey Rehnert and Marc Wolpow 
and has since raised $23 billion in PE 
and private debt capital. Before co-
founding Audax, Rehnert helped start 
Bain Capital, where he established the 
firm’s middle market-focused deal gen-
eration and relationship development 
efforts. Wolpow was previously a man-
aging director at Bain Capital, where 
he co-founded the firm’s structured 
debt business, Bain Capital Credit.

Why investors love 
pets

For Arbor, pet sector deals 
are a “priority”

Privately-held candy conglomerate 
Mars Inc. is selling its U.S. private-label 
pet care business, known as Exclusive 
Brands (EB), to private equity firm Arbor 
Investments. The deal allows Mars “to 
focus on growing its branded portfolio, 
including iconic favorites, such as Pedi-
gree, Iams, Greenies,” says Mark John-
son, regional president, Mars Petcare 
North America. Mars is best known 
for its popular candy brands, such as 
M&M’s, Skittles, Snickers and Twix. 

For Arbor, the deal builds on prior 
investments in Meow Mix and Freshpet. 
“Pet has been a priority for us,” explains 
Arbor senior operating partner Tim 
Fallon. “EB provides us with a proven 
platform for both internal and acquisi-
tion-driven growth opportunities.” 

Founded in 1999 with offices in Chi-
cago and New York, Arbor is a middle-
market private equity firm focused on 
the food and beverage sector. Consum-
ers treat pets increasingly as family 
members, making the pet care market 
attractive to private equity firms and 
strategic buyers. Recent deals include: 
General Mills Inc. (NYSE: GIS) is buying 
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Buying power
Audax has recently made a number of acquisitions

• Bought Blue Sky Industries

• Portfolio Imperial Dade bought three businesses

• Purchased Sunrise Miami Adult Day Care Center

• Bought Revolution Dancewear

• Acquired Restaurant Equipment Maintenance

Source: Mergers & Acquisitions
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When establishing an escrow account, 
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A member of MUFG, a global financial group
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James George, Director
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Winner of “Best Corporate Trust Bank USA” 2012, 2013, 2014, 2016, and 2018 Global Banking and Finance Review

©2018 Mitsubishi UFJ Financial Group, Inc. All rights reserved. 
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Blue Buffalo Pet Products Inc. (Nasdaq: 
BUFF); Main Post Partners has invested 
in pet food company Nulo Pet Food; 
and Olympus Partners has purchased 
pet products seller Petmate Holdings 
Co. On the EB deal, Bank of America 
Merrill Lynch and Skadden, Arps, Slate, 
Meagher & Flom LLP are advising 
Mars, and Kirkland & Ellis is represent-
ing Arbor. 

PE bets on 
chemicals

 “The Sandream 
acquisition represents 
a transformational 
investment for our 
business,” says Aakash 
Chemicals CEO Aakash 
Shah

Marking its second deal in 12 
months, Aakash Chemicals & Dye-
Stuffs Inc., a portfolio company of 
Dallas private equity firm CenterOak 
Partners LLC, has acquired Sandream 
Impact LLC from Peter Zhang, owner 
of Sandream Impact, who remains as 
president of the business, for undis-
closed terms. 

Sandream Impact is a value-added 
supplier of colorants and other spe-
cialty chemicals to the cosmetic, per-
sonal care, and nutritional markets with 
a broad base of customers across the 
U.S., Canada, and Europe. The acquisi-
tion brings a complementary focus on 
colorants and cosmetics and expands 
the buyer’s product line in the special-
effect pearlescent pigments category. 

“The Sandream acquisition repre-
sents a transformational investment for 

our business,” says Aakash Chemicals 
CEO Aakash Shah. “Sandream Impact 
furthers our strategy of product and 
end-market expansion, which we initi-
ated last year through our acquisition 
of Calico Food Ingredients, a food-
colorant supplier.” 

For CenterOak, the deal continues 
the firm’s “longstanding history invest-
ing in family-owned and closely-held 
businesses in partnership with manage-
ment and helping these companies 
grow through acquisitions and strategic 
initiatives,” says managing partner 
Randall Fojtasek. “The CenterOak 
team has significant expertise in the 
highly fragmented specialty chemicals 
distribution industry, and we believe 
this latest deal helps position Aakash 
Chemicals for continued success.”

 

Buyers team up 
to tackle CNS 
diseases

Bain Capital and Pfizer 
join forces to invest in 
neuroscience research

Bain Capital and Pfizer Inc. (NYSE: 
PFE) have created Cerevel Therapeu-
tics, a new biopharmaceutical compa-

ny that is focused on developing drug 
candidates to treat disorders of the 
central nervous system. Bain Capital 
and Bain Capital Life Sciences have 
committed $350 million to Cerevel 
and Pfizer is contributing a portfolio of 
pre-commercial neuroscience assets. 
Cereval has several active drug pro-
grams in development with the most 
advanced scheduled to enter Phase III 
in 2019. The latter is designed to treat 
symptoms of Parkinson’s disease. 

“We are dedicated to develop-
ing this promising portfolio of assets 
thoughtfully, and will provide the right 
resources to enable Cerevel to build an 
experienced leadership team that is 
committed to developing life chang-
ing therapies for patients who are 
struggling with CNS diseases,” says 
Bain Capital managing director Chris 
Gordon. Pfizer recently said that it will 
invest $600 million into its venture 

capital arm Pfizer Ventures. About $150 
million of the funds will be used to back 
early-stage neuroscience companies, 
particularly those that focus on neuro-
degeneration, neuro-inflammation and 
neuro-metabolic disorders. Separately, 
Bain Capital has invested in replace-
ment tire and parts distributor Dealer 
Tire. M&A
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“ The depth of MB’s team 
and understanding of 
industry fundamentals 
was a perfect fit for our 
acquisition.”

      Chris Hutter and Paul Douglass,
         co-founders of Union Partners         co-founders of Union Partners

“ With MB’s capability and 
deal structure, we will be 
more efficient in treasury 
management, and we 
have lowered our cost of 
capital. This positions us 
well for growth.”

      Michael Yusko, 
      Chief Financial Officer, 
      Taylored Services, LLC.

“ With MB’s capability and 

“ It was a pleasure working with 
the professionals at MB. MB’s 
support, attention to detail and 
flexibility in working through 
business consideration led to 
an efficient close. This 
transaction positions Taylored 
to achieve its strategic goals 
while reducing its cost of debt.”

      Said Al-Alaoui, 
      Principal at Saybrook Capital

MB Means Business

The same experienced team at MB Business Capital has been delivering for our clients for over 35 

years by focusing on one simple promise — commitments made in the first meeting are always 

delivered in the last. 

Call 877.265.3829 or visit mbbusinesscapital.com to learn more. 

MB Business Capital is a division of MB Financial Bank. MB Financial Bank’s holding company is MB Financial, Inc. Member FDIC

Atlanta    Baltimore    Charlotte    Chicago    Dallas    Hartford    

Kansas City    Los Angeles    Milwaukee    Minneapolis    New York    

Phoenix    San Francisco    Toronto, Canada   Vancouver,  WA
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So far, so good

By Mary Kathleen Flynn

Middle-market dealmaking in 2018 is on track to beat 2017, 
based on the first three quarters. Dealmakers say the pace will 
continue.

Private Equity Perspective

U.S. middle-market dealmaking in the 
first three quarters of 2018 surpassed the 
same period in 2017, according to Pitch-
Book. If the pace continues in the fourth 
quarter, middle-market deal value may 
surpass $400 billion for the first time ever. 

The volume of deals priced between 
$25 million and $1 billion completed in the 
first nine months of the year tallied 2,171, 
up about 19 percent from the previous 
year. Deal value totaled $311.7 billion, up 13 
percent. 

The number of private equity funds that 
raised funds was down by 19 percent, but 

the total amount raised was $88.1 billion, 
about 20 percent higher. Fund size has 
risen, with the average fund ballooning to 
$890.2 million, up from $604.2 million, a 47 
percent increase. 

In the third quarter, several well-known 
firms closed big funds, including Audax 
Group (Audax Private Equity Fund VI at 
$3.5 billion); Platinum Equity (Platinum 
Equity Small Cap Fund at $1.5 billion); and 
Sycamore Partners (Sycamore Partners III at 
$4.8 billion). The trend of growing fund sizes 
is occurring across the wider private equity 
environment and broader private markets 

in general, though the jump 
in average fund size is more 
pronounced within the 
middle market.

Dealmakers are opti-
mistic the momentum will 
continue. Harris Williams 
and Inc. recently conducted 
their fourth annual survey 
about M&A and the year’s 
business environment.  The 
survey, which focused on 
exit strategies and growth 
opportunities, was complet-
ed by more than 400 busi-
ness owners, founders, and 
leaders. Ninety-four percent 
of respondents are consider-
ing a merger, acquisition, or 
another form of a sale.

Valuations remained 
high in the third quarter, 
another sign of confidence. 
“Deal flow, spurred along by 
surging corporate earnings 
and ongoing lender liquidity, 
remained quite strong, while 
gravity-defying valuations 
spoke to the increasingly 
bullish readings of both 
business sentiment and 
consumer confidence,” ac-
cording to a recent report 
by valuation advisory firm 
Murray Devine.

“As it relates to the econ-
omy, virtually nothing can 
shake investors’ prevailing 
confidence in their expecta-
tions for near-term growth.” 
We’ll be interested to see if 
the optimism continues after 
the U.S. mid-term elections.  
M&A

Q1-Q3 2018
Middle-market U.S. dealmaking increased by most measures
in the first three quarters of the year

• 2,171 completed deals – up 19 percent

• $311.7B total deal value – up 13 percent

• 99 funds raised – down 19 percent

• $88.1B total capital raised  – up 20 percent
Source: PitchBook
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The Buyside

Betting on the future

By Demitri Diakantonis

Sports betting is rapidly gaining traction in the U.S., and that is 
spurring mid-market deals.

Scientific Games 
Corp. (Nasdaq: 
SGMS) is buying 
sports betting data 
provider Don Best 
Sports Corp. The 
deal comes on the 
heels of the U.S. 
Supreme Court’s 
overturning a 1992 

federal law that barred most states from 
authorizing sports betting. The decision 
could pave the way for states to allow sports 
gambling.

“As sports betting rapidly gains popularity 
in the U.S., we’re ready to help our custom-
ers capitalize on the new U.S. market while 
solidifying our long-held leading global 
position,” says Scientific Games CEO Barry 
Cottle. Scientific Games makes mobile 
games, instant lottery games, slot machines 
and electronic table games. Don Best offers 
betting lines and other stats to more than 
100 sportsbooks.

More deals
Casino operator Boyd Gaming Corp. 

(NYSE: BYD) and fantasy sports company 
FanDuel Group are forming a strategic 
partnership in which the two companies will 
leverage each other’s brands and technology 
to pursue online gaming across the U.S. 

Under the partnership agreement, Boyd 
will expand into online sports betting using 
FanDuel’s technology, while FanDuel will 

establish an online sports gaming presence 
in states where Boyd is licensed.

“Through this partnership, Boyd Gaming 
and FanDuel Group will be in an excellent 
position to successfully capitalize as sports 
betting and online gaming expand across 
the country,” says Boyd CEO Keith Smith. 
“By joining forces with FanDuel’s nationally-
known brand, as well as their considerable 
technical expertise and resources, we will be 
positioned to build market-leading sports-
betting and online gaming operations in 
each state as they move forward with these 
new forms of entertainment.”

Sports betting and gaming provider 
Paddy Power Betfair has recently acquired a 
61 percent stake in FanDuel. 

In 2018, Betfair reached a 
tentative agreement to offer 
sports betting products at 
the Meadowland Racetreack 
in New Jersey and at Tioga 
Downs in New York, with the 
latter pending legislative 
and regulatory approval.

“Meadowlands Racetrack 
has the potential to be 
among the best, if not the 
best, sports betting venues 
in the US.,” says Befair US 
CEo Kip Levin. “Combining 
these premier facilities with 
the global sports betting 
prowess of Paddy Power 
Betfair is a great match and 
will enable us to bring an 
unparalleled sports betting 
experience to customers in 
the northeast.”

DraftKings, a rival of 
FanDuel’s, became the first 
company to roll out mobile 
sports betting in New Jersey 
with a soft-launch of a new 
app. M&A

A
D

O
B

E
 S

TO
C

K

016_MAJ1118   16 10/30/2018   7:01:41 PM



Sale of portfolio company 
HR Outsourcing Holdings, 
Inc. to integrated payroll/

HR solutions leader 
Paychex for private 

equity leader 

New senior revolving 
credit facility for  

NYSE-listed offshore 
drilling company

Sale of fiber optic 
licensing operations 

to Crown Castle 
International Corp. for 

integrated power/energy/
resource leader

Acquisition of 350-unit 
Knights Inn brand from 
Wyndham Hotel Group 

LLC for NYSE-listed

Acquisition of Indonesian 
cell tower company for 

largest independent 
owner/operator of 

wireless infrastructure  
in Indonesia

Sale to Madison Dearborn 
Partners for Toronto-

based enterprise domain 
name system solutions 

technology leader

 Sale to generics leader 
Par Pharmaceuticals, 
Inc. for injectable and 
ophthalmic specialist 

Syndicated loan  
facility led by 

JPMorgan Chase for 
NASDAQ-listed

Representation in  
sale of company 
to Curtiss-Wright 
Corporation for

$175 MILLION$80 MILLION

$150 MILLION

$500 MILLION

$300 MILLION

$233 MILLION $650 MILLION

Representation 
in merger with        

Americas United 
Bank for

Sale of majority 
interest to PE leader 

Apax for Canada-based 
weight loss/wellness 
solutions innovator

Acquisition of leading 
prosthetic device 

manufacturer BionX 
Medical Technologies 

for German prosthetics 
innovator 

Acquisition of NASDAQ-
listed drug delivery 
specialist Juniper 

Pharmaceuticals by 
global advanced drug 

delivery leader

Regulatory counsel in 
support of merger with 

leading international 
sports betting and 

gaming operator for

Term loan financing 
for acquisition of 38 
convenience stores 
and fuel terminal 

facility for

Advised NYSE-listed  
REIT GNL on U.S. law 

aspects of its syndicated 
loan from U.K.-based 

Lloyds Bank for

Sale of Donegal Financial 
Services Corporation 
and Union Community 

Bank to Northwest 
Bancshares for 

$44 MILLION C$563 MILLION$24 MILLION $140 MILLION

Share repurchase 
from Warburg Pincus 
Private Equity VIII for 

NYSE-listed higher 
education leader

Sale of microinverter 
assets and patents 
to NASDAQ-listed 

Enphase Energy for 
NASDAQ-listed solar 

energy leader

Sale to Scientific 
Games Corporation, 

a global leader in 
technology-based 

gaming, for

Acquisition of NASDAQ-
listed Senomyx, Inc.  

for Switzerland-based 
global flavors and 
fragrance leader

$27 MILLION

$75 MILLION $631 MILLION$1 BILLION$950 MILLION

$115 MILLION£230 MILLION$40 MILLION

Senior syndicated 
secured credit facility 

for acquisition of 
leading U.S. auto 

dealerships on behalf of

Acted as administrative agent

C$1 BILLION

PT KOMET INFRA NUSANTARA

Acquisition of 
dermatology products 

from NYSE-listed 
Allergan for global Spain-
headquartered skin health 

pharmaceutical leader

For more information on how 
seriously we take our deals, get 
in touch with BRIAN KERWIN, 
chair of our global Corporate 
Practice, at 312.499.6737 or 
bpkerwin@duanemorris.com.

WHAT’S THE DEAL WITH DUANE MORRIS?
THAT NAME KEEPS POPPING UP MORE AND MORE AS DEAL COUNSEL

An Am Law 100 law firm          |          More than 800 lawyers          |          Established 1904          |          Duane Morris LLP – A Delaware limited liability partnership          |          www.duanemorris.com

Representative M&A and Financing Deals

Sale of Israeli medical 
device company to  
Venus Medtech, a 

Chinese transcatheter 
heart valve company

017_MAJ1118   17 10/29/2018   5:21:45 PM



018_MAJ1118   18 10/30/2018   7:04:39 PM



By Danielle Fugazy

Private 
equity 

firms give 
back 

Volunteer work used to be something 
financial services pros did on their 

own time. To attract top talent, today’s 
private equity firms are crafting 

programs to help their teams give back. 
Here’s a look at five PE firms that have 
made charitable giving a part of their 

culture: the Carlyle Group, Frontier 
Capital, Huron Capital, the Riverside Co. 

and Star Mountain Capital.
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David Rubenstein, co-founder and 
CEO of private equity firm the Car-
lyle Group LP (Nasdaq: CG), is one of 
the signers of The Giving Pledge, a 
commitment by the world’s wealthiest 
individuals and families to dedicate the 
majority of their wealth to philanthropy. 
So, it should come as no surprise that 
Carlyle has always encouraged philan-
thropic activities at the firm level. “We 

do a lot of charity. The founders and 
other people at the firm give hundreds 
of millions a year to charities of their 
choice,” says managing director Chris-
topher Ullman, who helped establish 
the firm’s employee giving and volun-
teer program back in 2003.

Twice a year – in June and Decem-
ber – Carlyle ramps up its volunteer 
and cash donation efforts. “The firm 
vets a number of groups and encour-
ages employees to volunteer and 
donate. People especially like to help 

people who are homeless as well as the 
Smithsonian,” says Ullman.

Firm-wide Carlyle also participates 
in Junior Achievement (JA), which is a 
kindergarten-12th grade program that 
fosters work-readiness, entrepreneur-
ship and financial literacy skills though 
experiential learning. “We actively 
promote JA. It’s a great program. We 
take over a school for a day and teach 
an established curriculum on entrepre-
neurship and work place readiness. JA 
is very in sync with what we do for a 
living. We help people have a secure fi-
nancial future whether it’s the employ-
ees at our portfolio companies or our 
pensioner investors that are counting 
on us in retirement,” says Ullman. “We 
help these kids learn how to create a 
secure financial future. It’s a humbling 
experience.”

 Carlyle’s philanthropic initiatives 
are long-standing, but they’re more im-
portant than ever, due to the values of 
today’s work force. Millennials, defined 
as people born between 1981 and 1996 
by the Pew Research Center, are “for 
sustainability, diversity, inclusion and 
giving back to the community,” says 
Ullman. “We are finding this more and 
more. Yes, we are here to make money, 
secure retirement for pensioners, but 
the firm wants to support people’s ef-
forts to make the world a better place.”

The founders of Frontier Capital 
always recognized how fortunate they 
were and decided they wanted to 
give to the Charlotte, North Carolina, 
community in a formalized way. In 
2016, they formed the Frontier Foun-
dation, and after surveying the firm’s 
employees, the firm selected three 
non-profits to support: The Miracle 

League, Foundation Fighting Blindness 
and Charlotte Family Housing. The 
Foundation has committed $25,000 to 
each organization. In addition to the 
financial donations, the entire team 
gets involved with community service 
efforts. “The whole theme is around 
volunteerism and giving back. We 
recognized how fortunate we are to be 
where we are. We worked hard, but we 
have had advantages and opportuni-
ties that others have not been given. 

Giving back adds to a culture at our 
firm,” says Andrew Lindner, a found-
ing partner of Frontier Capital. “The 
other great part is that sometimes with 
volunteerism, we gain more than the 
intended beneficiaries from the efforts. 
It’s a great feeling.”

In selecting the organizations to 
support, Frontier looks to “support 
charities that help the most vulnerable 
in society, support charities that help 
individuals who want to help them-

Frontier Capital

The Carlyle Group
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Done deal

Your Property Our Capital

Your sale-leaseback experts
W. P. Carey is a leading net lease investor, providing capital to growing companies primarily 

in North America and Europe for more than four decades.

 45 years as a constant 
source of sale-leaseback 
and build-to-suit capital 

www.wpcarey.com

Gino Sabatini | Head of Investments | T: (212) 492-1138 | E: gsabatini@wpcarey.com
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Huron Capital launched Footprints 
in 2015. Since the firm’s inception in 
1999, Huron has sought to make a 
difference in the lives of the people in 
the Detroit community, where the firm 
is headquartered. The firm supports 
charitable causes and non-profit orga-
nizations through volunteering, serving 
as mentors and leaders, and provid-
ing financial resources. While the firm 
encourages and supports employees 
through a gift matching program, the 
firm also chooses charities to support 
on a firm-wide basis. 

Every year, the firm supports Cross-

selves and have a permanent impact, 
and lastly, support those with physical 
and mental barriers.”

“We noticed that a lot of our team 
members have a philanthropic bent 
and decided to follow their lead. We 
said, ‘let’s formalize something where 
we can support these great tenden-
cies,’” says Lindner.

 In an effort to show that sup-
port, Frontier management formed a 
board consisting of different members 
throughout the organization to deter-
mine the direction and the guidelines 
and which charities to lean into. The 
entire firm is really enjoying its work 
with The Miracle League, which is a 
baseball organization for kids who are 

mentally and physically challenged. 
The Foundation financially supports a 
handicapped accessible ballfield, and 
on various Saturdays Frontier em-
ployees take turns volunteering at the 
games. Employees are helping players 
hit, move around the bases; they are 
also pitching, fielding balls and build-
ing friendships. “For some this is the 
highlight of their week. It’s so reward-
ing seeing the pilot light in our young 
employees turn on. There’s more to life 
than work and material things, and our 
people understand that,” says Lindner.

Lindner noted there are also some 
unintended consequences of starting 
The Foundation. “The program has 
strengthened our culture and made 
us feel close to one another, because 
we are doing things collaboratively. It 
also attracts certain people to Frontier, 
people who care. And it gives business-
es we may be partnering with a good 
idea of who we are. These are things 
we really hadn’t even thought about 
when we started this, but they have 
been great benefits.”

Huron Capital

Cover Story
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SIGNATURE EVENT

G O L D  S P O N S O R S

G L A S S R AT N E R  A D V I S O R Y  &  C A P I TA L  G R O U P  ▲  M B  B U S I N E S S  C A P I TA L 
▲  P N C  B U S I N E S S  C R E D I T  ▲  R O B E R T  H A L F  ▲  R U TA N  &  T U C K E R ,  L L P 

▲  U N I O N  B A N K  ▲  W H I T E  N E L S O N  D I E H L  E VA N S ,  L L P

P L A T I N U M  S P O N S O R S

ALDINE CAPITAL
ALPINE PACIFIC CAPITAL
AVANT ADVISORY 

GROUP
BAKER & HOSTETLER

BISON CAPITAL
CHARTWELL
CLEAR LIGHT PARTNERS
CONVERGENT CAPITAL
GEN CAP AMERICA

GLASSRATNER ADVISORY 
& CAPITAL GROUP

HURON CAPITAL
L SQUARED CAPITAL 

PARTNERS

MB BUSINESS 
CAPITAL

MONROE CAPITAL
NORTHCREEK 

MEZZANINE

ODYSSEY INVESTMENT 
PARTNERS

PNC BUSINESS CREDIT
RSM
SEACOAST CAPITAL PARTNERS

SOLIS CAPITAL PARTNERS
ST. CLOUD CAPITAL
SUNWEST BANK
TREGARON CAPITAL
TROUTMAN SANDERS

TSG CONSUMER 
PARTNERS

VANCE STREET CAPITAL
WINDJAMMER CAPITAL 

INVESTORS

2 0 1 9  E X H I B I T O R S  ( R E P R E S E N T A T I V E  O F  C U R R E N T  A N D  P R I O R  Y E A R  C O M M I T M E N T S )

Ocean of Opportunity

Dealmakers Marketplace – Main Event
5:30 PM – 8:00 PM

Early Bird (ends 11/30) - Members $195/ Non-Members $325
Regular (after 11/30) - Members $275/ Non-Members $395

 (PRICING INCLUDES MAIN EVENT ONLY)

Pre-Reception & Main Event
(LIMITED TICKETS AVAILABLE - SIGN UP TODAY!)

4:30 PM – 8:00 PM
Early Bird (ends 11/30) - Members $250/ Non-Members $350
Regular (after 11/30) - Members $300/ Non-Members $425

DEAL SOURCE - NEW!  2:00 PM – 4:00 PM
Pairing Top Investment Bankers With PE Firms

To book a room at discounted rate of $329 dial 877-266-6065.

Wednesday
January 16, 2019

5:30 PM –  8:00 PM 

The Ritz-Carlton - Laguna Niguel
1 Ritz Carlton Dr, Dana Point, CA 92629

Set Your Compass for ACG Orange County’s PRIVATE EQUITY NIGHT 
— world-class wines, networking and deal making 

on the gorgeous Southern California coast. 

Register today at acgoc.org!     For more information, email: info@acgoc.org

023_MAJ1118   23 10/29/2018   5:21:49 PM



24   Mergers & Acquisitions   November/December 2018 

Cover Story

roads of Michigan. David Vermiglio, 
vice president of finance with Huron, is 
the board’s treasurer. Crossroads offers 
an array of services in Detroit, including 
a soup kitchen, social services, employ-
ment office, parenting programs and 
summer lunch programs. “We pick a 
couple of days every summer, buy the 
food and we cook it for about 100 kids 
and their families. There are some dif-
ficult neighborhoods in Detroit, where 
children may not have access to meals 
when they are not in school. This year 
we cooked served and brought crafts 
to do with the kids, and we helped 

with babysitting,” says Dawn Coraci 
an executive assistant with Huron “It 
amazing what we can do together.”

Huron has an application process 
for employees to request donations to 
charities of choice. At the beginning 
of the year, the firm replenishes its 
financial pot and reviews the requests. 
Because the firm is headquartered 
in Detroit, it supports only Detroit-
based charities. “We want to leave our 
footprint in this community where we 
live and work while being as helpful 
as possible,” says Gretchen Perkins, 
a partner at Huron. “It’s also well 

documented that younger employ-
ees embrace having ‘purpose’ in the 
context of their work life. The charitable 
activities we do as a group, the ability 
for each employee to influence where 
Huron’s donations go, and the ability 
to perform community service during 
work hours, or receive matching funds 
for an employee’s personal non-profit 
passion, all contribute to a portion of 
an employee’s sense of purpose and 
contributing to the greater good at 
Huron Capital.”

Giving back to the community has 
been a hallmark of Riverside since the 
firm’s inception more than 30 years 
ago, but in 2016, the firm formally 
launched a Global Volunteer Program. 
Beyond the obvious reasons to give 
back, it just feels good to do good, 
explains Graham Hearns, chief of staff. 
“It helps the recipients, the communi-
ties and the charities we support, but 
it’s also proven to improve the moods 
and health of people participating. 
Charitable people are often among the 
biggest beneficiaries of their own acts 
of charity,” says Hearns. “The River-
side Global Volunteer Program makes 
everyone better.”

 Hearns says being charitable also 
helps attract top talent, as employees 
are very interested in giving back. It 
also stretches many people in ways 
where their regular roles do not take 
them. “Employees also benefit from 
the chance to develop different skills 
beyond those tied to their traditional 
roles and jobs,” he says. “For example, 
it’s wonderful to see an administrative 
team member research and vet chari-

ties, then lead the effort to build teams 
at Riverside to help those charities.”

 The firm selects specific charities 
to support based on employee rec-
ommendations while taking environ-
mental, social and government (ESG) 
issues into account. For these select 
charities, Riverside pledges support 
and also plans employee outings and 
helps execute on events, while giving 
employees time off to volunteer so they 
can participate. The global effort helps 
deepen connections within teams and 

across the firm. “We have a program 
called One Riverside, where we share 
resources and best practices for deals,” 
says Hearns. “The Global Volunteer 
Program helps strengthen that shared 
sense of purpose.”

 Riverside’s Global Talent Manage-
ment Team works with each of River-
side’s 16 offices to select the charities 
the firm will support and determine 
how they will support them. This past 
year, the Cleveland office recently 
supported the Greater Cleveland Food 

The Riverside Company

TH
E

 R
IV

E
R

S
ID

E
 C

O
.

024_MAJ1118   24 10/30/2018   7:05:13 PM



Our experience is your advantage for  
M&A escrow and paying agent services.

M & A  E S C R O W  A N D  P A Y I N G  A G E N T   |   T E N D E R  A N D  E X C H A N G E  A G E N T   |   D I S B U R S I N G  A G E N T 

W I L M I N G T O N  T R U S T  R E N O W N E D  E X P E R I E N C E  |  M E R G E R S  A N D  A C Q U I S I T I O N S

Wilmington Trust is a registered service mark. Wilmington Trust Corporation is a wholly owned subsidiary of M&T Bank Corporation. Wilmington Trust Company, operating in Delaware only, 
Wilmington Trust, N.A., M&T Bank and certain other affiliates, provide various fiduciary and non-fiduciary services, including trustee, custodial, agency, investment management and other services. 
International corporate and institutional services are offered through Wilmington Trust Corporation’s international affiliates. Loans, credit cards, retail and business deposits, and other business 
and personal banking services and products are offered by M&T Bank, member FDIC.
©2018 Wilmington Trust Corporation and its affiliates. All rights reserved.

If you’re involved in an M&A deal, you need an experienced M&A escrow and paying agent to expedite your transaction. 

Look to the professionals at Wilmington Trust, N.A., and take advantage of our strong operational platform, global 

presence, and complete range of solutions. When serving as your escrow and paying agent, we are focused on 

understanding your transaction and administering its efficient execution. 

 For more insight on how we’ve successfully supported clients on mergers 

 and acquisitions, or to view a demo of our Wilmington Trust FASTTRACKTM  

 paying agent portal, please contact one of our experienced professionals  

 or visit us at wilmingtontrust.com/MandA.

NICK ADAMS
nadams@wilmingtontrust.com 

302-636-6103

BRANDON HORAK 
bhorak@wilmingtontrust.com

612-217-5643

STEPHEN MCPHERSON 
smcpherson@wilmingtontrust.com

972-383-3161

ANDREW WASSING
awassing@wilmingtontrust.com

612-217-5665
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Brett Hickey founded Star Moun-
tain’s Charitable Foundation, which 
focuses on improving lives through 
economic development, including 
job creation, health and wellness and 
cancer research. Notable missions 
include helping veterans and women 
with high-quality career opportunities 
across the country, including within 
Star Mountain’s portfolio which in ag-
gregate represents over 200 compa-
nies. 

 Cancer research is a cause near 
and dear to Hickey’s heart. Having lost 
his mother to breast cancer when he 
was six years old, Hickey has made 
raising money to fight the disease a 

mission. In October, the firm sup-
ports the Terry Fox Run for Cancer 
Research, which is an annual run held 
in New York’s Central Park that sup-
ports cancer research at the Memorial 
Sloan-Kettering Cancer Center. The 
proceeds from the event have totaled 
more than $2.9 million dollars since it 
was launched in 1994. 

 “These kinds of events do so much. 
We raise money for a good cause. 
It also gets the team thinking about 
being healthier as they gear up to run 
and is great for culture. Star Mountain 
covers all out-of-pocket expenses for 
our employees, and we are generally 
the No. 1 fundraiser for the run and 
we host a party to thank our team 
and donors afterward,” says Hickey. 
His team has raised approximately 

$150,000 for the Terry Fox Run over 
the years with 100 percent of proceeds 
going directly to cancer research at 
Memorial Sloan-Kettering. Star Moun-
tain’s team is also very active with 
Cycle for Survival in a similar fashion.

 Hickey also recognizes being 
charitable is important to younger 
generations of workers. “Today’s 
younger generations look less at life 
like, ‘Here’s my work life, and here’s my 
home life.’ They are blended today, 
and people spend more time work-
ing than anything else. These people 
are very mindful about how they 
put food on the table and what they 
stand for. They want to do it in a way 
that matches who they are outside of 
work,” says Hickey. “They want to be 
proud of where they work.” M&A

Bank; the London office volunteered 
at Divine Rescue, a group that sup-
ports the homeless and vulnerable 
with meals and clothes; the Munich 
office helped clean a local park; and 
the Melbourne office worked at St. 
Kilda Mums, preparing baby goods for 

expecting families in need. “There are 
families and causes in need literally in 
our own backyard in the shadows of 
our buildings. We try to support some 
of the most vulnerable people in our 
community,” says Hearns.

 The commitment to giving back is 

part of Riverside’s commitment to ESG 
and values, says Hearns. “Supporting 
our communities is consistent with our 
business principles and a clear part of 
our effort to leave great references in 
our wake.”

Star Mountain Capital 
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With the long-term 
fundamentals of 
the asset class  
firmly rooted to  
be relevant  
in all cycles,  
Manulife Financial 
Corp. made the 
strategic decision 
to expand its  
Hancock Capital 
Management  
platform to  
provide senior 
credit in the  
middle market.

1 www.barrons.com/articles/wall-street-rushes-into... July 20, 2018.
2 www.feg.com/insights/fourth-quarter-2017-private-capital-quarterly. February 27, 2018
3 peureport.blogspot.com/2018/05
4 www.bloomberg.com/news/articles/2018-05-18/

Today’s M&A environment is white hot and competition for new deals is fierce. 
The availability of debt financing has fueled activity in the market, contributing 
to high valuations. Consider this: in 2017, fund managers raised a record $107 
billion to invest in private debt, which includes direct lending, special situations, 
and venture debt, according to Preqin1. The amount of private equity available 
is also unprecedented with an estimated $1.8 trillion of dry powder according 
to McKinsey & Co.2  Partially as a result of these factors, asset valuations and 
debt multiples have soared, clearly changing return standards and underwriting 
expectations. 

Debt in leveraged buyouts is creeping above the six times level that regulators 
said in 2013, following the financial crisis, was potentially too risky, for banks. The 
average company in an LBO had borrowings equal to 6.4 times earnings before 
interest, taxes, depreciation and amortization in the first half of 2018, according 
to Fitch Ratings3. Last year it was 6.2 times EBITDA and in 2016, it was 5.9 times.

Macro-economic conditions remain strong and competition from corporate 
acquirers with healthy balance sheets has been intense. Private equity firms  
are doing everything they can to win deals and they have turned to their debt 
providers for help. The U.S. leveraged loan market has grown to just over $1 
trillion, according to Bloomberg4. However, since the financial crisis, traditional 
banks are no longer the main providers of debt. Commercial banks now  
account for less than 10 percent of the leverage loan market. 

Following the financial crisis, the market has flourished with nontraditional  
debt sources supported by institutional investors who appreciate the principal  
preservation attributes of secured lending coupled with the premium return 
profile of the asset class. The asset class has attracted many new institutional 
investors as well as retail investors who have increasingly invested in Business 
Development Companies (BDCs).

However, despite the current appeal of debt, history shows that when market 
conditions turn, many less established lenders will recede into the trenches 
leaving private equity firms scrambling for solid financing partners once again. 
For example, the number of lenders that either went by the wayside or closed up 
shop during the financial crisis is almost too high to count—an estimated 465 
banks filed for bankruptcy from 2008 to 2012 according to The Federal Deposit 
Insurance Corporation. In addition to the plethora of bank closings, a number  
of institutions either scaled back or sold off their portfolios. General Electric’s 
exit from the market represents the most prominent repercussion of the  
financial crisis.

With the long-term fundamentals of the asset class firmly rooted to be relevant 
in all cycles, Manulife Financial Corp. made the strategic decision to expand its 
Hancock Capital Management (“HCM”) platform to provide senior credit in the 
middle market. HCM has been investing alongside middle market private equity 
managers as a mezzanine lender and equity co-investor, for more than 20 years. 
The firm’s senior debt expansion plan now enables HCM to provide the entire 
spectrum of capital to its partners, including equity, mezzanine loans, and  
senior debt.  

“HCM had  
relationships in 
the business for a 
long time and they 
now have a senior 
presence. It’s a 
good experienced 
team.”

Anne Hayes, Partner, 
The Riverside Company
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1 www.barrons.com/articles/wall-street-rushes-into... July 20, 2018.
2 www.feg.com/insights/fourth-quarter-2017-private-capital-quarterly. February 27, 2018
3 peureport.blogspot.com/2018/05
4 www.bloomberg.com/news/articles/2018-05-18/

Today’s M&A environment is white hot and competition for new deals is fierce. 
The availability of debt financing has fueled activity in the market, contributing 
to high valuations. Consider this: in 2017, fund managers raised a record $107 
billion to invest in private debt, which includes direct lending, special situations, 
and venture debt, according to Preqin1. The amount of private equity available 
is also unprecedented with an estimated $1.8 trillion of dry powder according 
to McKinsey & Co.2  Partially as a result of these factors, asset valuations and 
debt multiples have soared, clearly changing return standards and underwriting 
expectations. 

Debt in leveraged buyouts is creeping above the six times level that regulators 
said in 2013, following the financial crisis, was potentially too risky, for banks. The 
average company in an LBO had borrowings equal to 6.4 times earnings before 
interest, taxes, depreciation and amortization in the first half of 2018, according 
to Fitch Ratings3. Last year it was 6.2 times EBITDA and in 2016, it was 5.9 times.

Macro-economic conditions remain strong and competition from corporate 
acquirers with healthy balance sheets has been intense. Private equity firms  
are doing everything they can to win deals and they have turned to their debt 
providers for help. The U.S. leveraged loan market has grown to just over $1 
trillion, according to Bloomberg4. However, since the financial crisis, traditional 
banks are no longer the main providers of debt. Commercial banks now  
account for less than 10 percent of the leverage loan market. 

Following the financial crisis, the market has flourished with nontraditional  
debt sources supported by institutional investors who appreciate the principal  
preservation attributes of secured lending coupled with the premium return 
profile of the asset class. The asset class has attracted many new institutional 
investors as well as retail investors who have increasingly invested in Business 
Development Companies (BDCs).

However, despite the current appeal of debt, history shows that when market 
conditions turn, many less established lenders will recede into the trenches 
leaving private equity firms scrambling for solid financing partners once again. 
For example, the number of lenders that either went by the wayside or closed up 
shop during the financial crisis is almost too high to count—an estimated 465 
banks filed for bankruptcy from 2008 to 2012 according to The Federal Deposit 
Insurance Corporation. In addition to the plethora of bank closings, a number  
of institutions either scaled back or sold off their portfolios. General Electric’s 
exit from the market represents the most prominent repercussion of the  
financial crisis.

With the long-term fundamentals of the asset class firmly rooted to be relevant 
in all cycles, Manulife Financial Corp. made the strategic decision to expand its 
Hancock Capital Management (“HCM”) platform to provide senior credit in the 
middle market. HCM has been investing alongside middle market private equity 
managers as a mezzanine lender and equity co-investor, for more than 20 years. 
The firm’s senior debt expansion plan now enables HCM to provide the entire 
spectrum of capital to its partners, including equity, mezzanine loans, and  
senior debt.  

“HCM had  
relationships in 
the business for a 
long time and they 
now have a senior 
presence. It’s a 
good experienced 
team.”

Anne Hayes, Partner, 
The Riverside Company

The expansion leverages the firm’s existing capital base, asset management 
resources, private equity client base and capital raising infrastructure. The move 
also brings Manulife Financial Corp. in line with many of its competitors such as 
Barings (MassMutual), who followed a similar path a few years ago.  
Without a crystal ball to exactly time the market, a new product launch requires 
the right ingredients to manage through a late game entry point. The first ingre-
dient is a “long-term approach to investing,” according to Steve Blewitt, head of 
HCM. “HCM represents a strong platform to build on, supported by Manulife’s 
global balance sheet and long heritage as a direct lender.”

A deep and broad base of resources is high on the list of fundamental ingredi-
ents. “We were fully aware of the market conditions when we chose to expand 
the capabilities of HCM. To be competitive in this environment you have to be 
relevant to those selecting their financing sources,” says Blewitt. “Adding senior 
debt products completes the full set of products and capabilities demanded by 
our clients.” 

The right team is essential. The team charged with leading the senior debt 
effort is led by veterans of the industry: Devon Russell, Joe Romic, and Mike King 
who have worked at firms including Heller, GE, Antares, Bank of Montreal and 
Madison Capital Funding before joining forces at HCM. They are supported by 9 
other investment professionals presently, and the firm plans to continue to hire 
to support its growth. 

“They (HCM) had relationships in the business for a long time and they now have 
a senior presence. It’s a good experienced team. There’s a need for lenders to 
offer the broadest range of products possible. It keeps them from being select-
ed out of a deal because they can’t speak to a particular product that a client 
wants,” says Anne Hayes, a partner with Riverside Company. 

HCM’s strategy has resonated well within the private equity community. During 
the first nine months of 2018, HCM invested approximately $1 billion across 
many different asset classes, including first lien, second lien, equity co-invest-
ment and fund investments. The lender has worked with well-known middle 
market sponsors such as Parthenon Capital Partners, One Rock Capital Part-
ners, Riverside Company, Audax Group, GTCR, MSouth Equity Partners and 
Kelso & Co., among others. 

Growing HCM’s product set substantially has made it a “go-to” lending source 
for private equity firms. The firm is able to provide revolvers, traditional term 
loans, unitranche financings, 2nd liens, traditional mezzanine debt, structured 
equity, and equity co-investments. Russell noted that “having the full suite of 
products provides our private equity clients tremendous optionality when they 
are considering the capital needs of a given investment.” This value proposition 
creates more “at-bats” with each sponsor which deepens the relationship while 
affording HCM a more disciplined approach to capital deployment.
Case and point. In early 2018, MSouth Equity Partners was looking to recapital-
ize their portfolio company USA TV, which is a local TV broadcaster that owns 
ABC, NBC and Fox affiliates in Tier 2 markets such as Tupelo, Mississippi, Eugene, 
Oregon and Encino, California. MSouth had owned the company for three years. 

029_MAJ1118_001   29 10/31/2018   11:44:33 AM



30

“HCM has  
demonstrated  
a unique ability  
to quickly  
understand  
critical capital 
structure issues, 
provide creative 
financing  
solutions, and  
operate under 
compressed  
transaction  
timetables.”
Anthony Hauser, Partner, 
MSouth Equity Partners

The deal was complicated given the industry, the use of proceeds and existing 
lender group dynamics. It was important to both MSouth and the USA TV man-
agement to maintain a relationship with the incumbent senior lenders, which 
included commercial banks, while optimizing their capital structure which does 
not always line up well in the intensely regulated commercial bank market.  

“The existing senior lenders were supportive of a dividend recap at the leverage 
profile we were targeting, but they were not interested in funding the transaction 
with all senior debt.” says Anthony Hauser, a partner with MSouth Equity Part-
ners. While HCM offered to provide a traditional unitranche financing solution 
among other options, MSouth collaborated with HCM to structure a synthetic 
unitranche facility that enabled the firm to maintain its relationship with the 
incumbent senior lender, reach its leverage and dividend targets, and eliminate 
the need for more expensive mezzanine debt financing.  “We accomplished this 
by reengineering the terms of our existing credit agreement to create a first-out 
tranche for the incumbent senior lender and a last-out tranche for HCM. While 
complex and unique to MSouth, the documentation and execution process was 
extremely efficient,” says Hauser. “HCM has demonstrated a unique ability to 
quickly understand critical capital structure issues, provide creative financing 
solutions, and operate under compressed transaction timetables.” 

HCM generally avoids the broadly syndicated market and specializes in the 
middle market, typically working with companies with as little as $5 million of 
EBITDA and larger. Nonetheless, HCM has completed deals with companies 
that have more than $100 million of EBITDA to maximize the firm’s addressable 
market at a time when selectivity is critical to long term success. Russell notes, 
“building a new loan portfolio at such a late stage in the cycle requires discipline 
and patience.  Discipline comes from an appropriate source of patient capital, 
and a relevant product set to generate a large funnel of new financing opportu-
nities which in turn creates selectivity.”

While a broad mandate is a luxury to attract a lot of financing opportunities, 
consistency and predictability along with good communication are key to 
maintaining that funnel. “Our private equity relationships know what we like and 
what we don’t. In an environment when everyone is pushed to win a deal, there 
are some fundamentals in the middle market that must be maintained in all 
cycles—targeting proven businesses tested through a cycle, thorough diligence, 
and good documentation that includes standard protections such as financial 
covenants,” says Russell. “Everyone loves a home-run, but we are happy with a 
lot of singles and doubles in this environment. It’s a long game.”
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M&A Scene M&A Scene

15 cities where middle-market 
dealmaking thrives
From Austin to St. Louis, here’s where the middle market calls home

Coca-Cola Co. calls Atlanta home. 
Michael Dell started Dell Technologies 
Inc. in Austin. Boston hosts State Street 
Corp. Mid-market PE firms, and several 
Nascar teams reside in Charlotte. 
The Chicago Board of Trade helped 
establish Chicago as a global finan-
cial center. Cleveland is home to the 

Riverside Co., and the Rock and Roll 
Hall of Fame attracts visitors. Dallas is 
home to Jerry Jones’ Dallas Cowboys. 
Coors light owner is based in Denver. 
Los Angeles boasts the Los Angeles 
Lakers. Notable companies, such as 
Harley-Davidson Inc. are located in 
Milawaukee. Strategic buyers, such as 

Target Corp. are based in Minneapo-
lis. New York is the financial capital 
of the world, with the New York Stock 
Exchange located right off Wall Street. 
Comcast is headquartered is Philadel-
phia. San Francisco is the heart of tech 
with PE firms, such as HGGC. Panera 
Bread is based in St. Louis. M&A
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M&A Scene M&A Scene

15 cities where middle-market 
dealmaking thrives
From Austin to St. Louis, here’s where the middle market calls home

Target Corp. are based in Minneapo-
lis. New York is the financial capital 
of the world, with the New York Stock 
Exchange located right off Wall Street. 
Comcast is headquartered is Philadel-
phia. San Francisco is the heart of tech 
with PE firms, such as HGGC. Panera 
Bread is based in St. Louis. M&A
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By Demitri Diakantonis

Five deal drivers in retail
Consumer shopping habits are rapidly evolving, and retailers have to do more than 

ever to keep up, including adapting to technology.
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By Demitri Diakantonis

Five deal drivers in retail
Consumer shopping habits are rapidly evolving, and retailers have to do more than 

ever to keep up, including adapting to technology.
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The pressure on the retail sector has only increased in the 
year following Amazon’s purchase of Whole Foods in late 
2017, and Sears’ recent bankruptcy filing is a cautionary tale. 
“Many of the challenges that retailers are currently facing are 
due more to a lack of innovation and investment in technolo-
gy, and that they are not able to compete with Amazon,” said 
Alex Monahan, a consumer products senior analyst at tax 
and consulting firm RSM US LLP. “Investors want to see that 
retailers are adjusting to consumer’s changing preferences 
and striving to provide seamless multi-channel experiences, 
while also investing in technology to address the tight labor 
markets.” From the increased role of data analytics to 3D 
modeling, here are five retail trends poised to drive M&A.

1.  Taking the drudgery out of chores
Customers no longer want to leave the house to buy food 

and other household items. To compete with Amazon.com 
Inc. (Nasdaq: AMZN), Walmart Inc. (NYSE: WMT) has been 
bolstering its e-commerce offerings through acquisitions. For 
example, in September 2018, the company acquired Corner-
shop Inc., an online marketplace for on-demand delivery in 
Chile and Mexico, for $225 million. The target delivers food, 
healthcare and other packaged products from a number of 
retailers.

Consumers have busy lives and are willing to pay to save 
time on chores like assembling furniture. Home furnishings 
retailer Ikea bought TaskRabbit Inc. in 2017. TaskRabbit con-
nects consumers to task handlers who can help with mov-
ing, assemble furniture, install appliances, and other general 
home projects.

“In a fast-changing retail environment, we continuously 
strive to develop new and improved products and services 
to make our customers’ lives a little bit easier,” says Jesper 
Brodin, Ikea CEO. “Entering the on-demand, sharing econo-
my enables us to support that.” The deal will also allow Ikea 
to “focus on innovation and development to meet changing 
customer needs,” Brodin says. TaskRabbit works in more than 
40 U.S. cities, as well as in London. Ikea operates more than 
350 stores in 29 countries. 

2.  Grocers buy natural food markets
Grocers that focus on healthy foods are consolidating, 

as consumers opt for healthier ingredients. Canadian retail 
giant Empire Company Ltd. said in September 2018 that it is 
buying fast-growing farm-to-table grocer Farm Boy for $800 
million from Boston private equity firm Berkshire Partners 
LLC and the target’s management shareholders, in a deal 
that provides an enviable recipe for success in today’s chal-
lenging retail environment. Empire owns grocery store chains 
Sobeys Inc. and FreshCo Ltd. and drugstore chain Lawtons. 

Farm Boy claims a best-in-class brand with stellar customer 
loyalty, with fresh, ready-to-eat and private label offerings 
that appeal to urban and suburban consumers. The chain’s 
marketing slogan is: “It’s all about the food at Farm Boy.” 

The need to sell more natural foods drove Supervalue 
Inc.’s (NYSE: SVU) $2.9 billion merger with United Natural 
Foods in September 2018. The deal created a diverse food 
distributor that serves both traditional and natural food 
grocery stores. One of United Natural’s main customers is 
Whole Foods. “Combining our leading position in natural 
and organic foods with Supervalue’s presence in fast-turning 
products makes us the partner of choice for a broader range 
of customers,” says Steve Spinner, CEO of United Natural.
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3. Custom-made 
Consumers love personalization, and that is one of the 

drivers in retail M&A. In 2016, Bed Bath & Beyond Inc. (Nas-
daq: BBBY) bought PersonalizationMall.com for $190 million. 
The target offers digital printing and engraving on products 
that range from jewelry to pet accessories. Bed Bath said the 
acquisition gives the company an opportunity to add differ-
entiated customized products, while expanding the com-
pany’s e-commerce services. “We view personalization as a 
significant opportunity for us to create additional differentia-
tion and enable us to do more for and with our customers,” 
said Steven Temares, Bed Bath CEO.

Nike Inc. (NYSE: NKE) has also been acquisitive on the 
digital front. The sneaker and apparel company purchased 
Invertex Ltd. in April 2018. Invertex uses 3D technology 
and mobile applications aimed at providing retailers with 
information to customize products to meet specific customer 

needs. Invertex’s imaging technology can be used to analyze 
people’s feet in stores to suggest shoes models and sizes that 
would fit them best.

“The acquisition of Invertex will deepen our bench of 
digital talent and further our capabilities in computer vision 
and artificial intelligence, as we create the most compelling 
Nike consumer experience at every touchpoint,” said Adam 
Sussman, Nike’s chief digital officer.

 4. Data drives decision-making 
Retailers are under great pressure to keep their doors 

open, and they need to get a better grasp on shopping 

behavior while controlling costs. Companies are increasingly 
relying on data for help. HGGC is investing in retail software 
provider Mi9 Retail and merging it with current portfolio 
company MyWebGrocer. Mi9’s previous investors, General 
Atlantic and Respida Capital are investing alongside HGGC. 
Mi9 offers software that measures data, such as shopping 
behavior, inventory management and sales per product. 
MyWebGrocer provides digital marketing services to grocery 
retailers and consumer packaged goods brands. The com-
bined company will work with more than 500 retailers and 
consumer brands including: Abercrombie & Fitch Co. (NYSE: 
ANF), BevMo!, Cole Haan, Giant Eagle, Levi’s, Nike, Shopko, 
ShopRite and Tommy Bahama. “Consumers expect all retail-
ers to offer a unified experience across their online and in-
store channels, and retailers need to invest in omni-channel 
technology to keep up,” says Neil Moses, Mi9 CEO.

Data on shopping habits also drove the purchase of Clari-
tas by the Carlyle Group LP (Nasdaq: CG) in 2017. Carlyle 
partnered with the Indian Hill Group on the transaction. 
Claritas offers consumer data and demographics, including 
where people work, live and shop, to help businesses better 
directly market to those clients. 

5.  Taking advantage of modern tech
As part of its efforts to improve customer experience, 

Nordstrom Inc. (NYSE: JWN) purchased two retail technology 
companies. First, Nordstrom acquired BevyUp, which allows 
sales employees to communicate with each other and en-
courages shoppers to share information and browse together 
online.

Nordstrom also bought MessageYes, which offers brands 
the opportunity to text their customers personalized notifica-
tions while they browse online. With MessageYes’ technology, 
customers can respond with “Yes” to one of Nordstrom’s mes-
sages to instantly buy products from their phones.

“The retail environment is changing faster than ever, but 
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the value of service, speed, convenience and newness remain 
constant,” says Brian Gill, technology senior vice president at 
Nordstrom. 

While retailers attempt to reach their customers directly 

through texting, others are looking at improving backend 
production. That’s where robots can help. Advances in 
robotic technology are making it possible to complete more 
complex tasks at higher speeds and with improved control 
and repeatability. For example, Bossa Nova, backed by Pitts-
burgh venture capital firm Innovation Works, makes robots 
that are currently being tested in Walmart stores, where the 
robots scan shelves for data on out-of-stock, misplaced and 
mislabeled products and check for incorrect pricing.

In M&A, engineering and industrial products manufacturer 
Barnes Group Inc. (NYSE: B) said in September 2018 that it is 
buying Gimatc Srl from AGIC Capital, Xenon Capital Partners 
and the target’s founder for about $435 million. Gimatic de-
velops robotic grippers, end-of-arm tooling systems, sensors 
and other automation parts. Gimatic serves several sectors, 
including food and beverage and home appliances.

Advances in technology will help retailers that embrace it, 
while leaving retailers that don’t to close their doors. M&A
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M&A Scene

9 football players who invest in 
businesses off the field
Peyton Manning, Tom Brady and Michael Strahan build companies

Troy Aikman runs Aikman Enterprises. Mushin Muham-
mad is a managing director at Axum Capital Partners. Dave 
Brown is the head of Moelis’ U.S. private funds advisory 
group. Peyton Manning previously invested in Papa John’s 
franchises. Tom Brady helped launch Religion of Sports 

Media. Joe Montana is a partner at Liquid 2 Ventures. Glover 
Quinn invested in Health Warrior, PawTree and Peerwell. 
Richard Sherman and Russell WIlson invested in Vicis. 
Michael Strahan partnered with Brady to launch Religion of 
Sports Media. M&A
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Formed in 2005, Crescent Direct Lending (CDL or Crescent) is a leading provider 
of Senior and Unitranche financing to private equity-backed U.S. lower middle 
market and middle market companies1. CDL is one of the most active lenders in the 
lower middle market, managing more than $5 billion of total capital and investing 
over $1.2 billion in loan commitments to date in 2018 for our clients’ platform and 
add-on investments. We have significant experience in a broad range of industries, 
targeting companies with $5 million to 35+ million of EBITDA. We have the ability to 
underwrite credit facilities of $200+ million. CDL is part of Crescent Capital Group 
LP, which is a leading asset manager in the below investment grade credit market 
with approximately $25 billion of assets under management, over 80 investment 
professionals. The firm was founded in 1991.

The Crescent Direct Lending team 
has been involved in lower middle 
market financing since 2005. 
What changes have you seen over 
the past 10+ years in lending to 
private equity-backed companies?

Our strategy has remained consistent 
since we entered the market. We  provide 
senior cash flow-based financing for our 
private equity clients. The CDL team has 
financed over 130 platform companies 
and 300 total transactions including 
add-ons representing over $4 billion 
in commitments to our private equity 
clients. We are industry generalists, but 
have significant experience in a number 
of industry verticals including healthcare, 
education, environmental services, food 
and consumer products and business 
services to name a few. While we have 
expanded our capital base during the 
past 10 years we remain primarily focused 
on the lower middle market, lending to 
companies with $5+ million of EBITDA. 
Many of the investment themes we saw 10 
years ago remain relevant today, however, 
there is greater emphasis on add-on 

acquisitions to mitigate high valuation 
multiples paid for platform acquisitions. 
The high velocity of add-ons gives 
larger lenders such as CDL a significant 
competitive advantage over smaller credit 
platforms and new entrants with smaller 
capital bases.

How does this high level of add-on 
activity or buy and build strategies 
influence how a PE firm chooses 
its lending partners?

Post downturn, sponsors have continued 
the shift away from using banks as 
financing sources for a number of reasons. 
Today, sponsors increasingly focus on 
speed of execution and certainty to close, 
lender reputation and responsiveness as 
well as a lender’s familiarity with the relevant 
industry given the significant competition 
to win platform acquisitions. Given the 
importance of add-ons in current PE fund 
vintages, there is a greater emphasis on a 
lender’s track record of financing add-
ons, particularly on the lender’s balance 
sheet hold capabilities as part of initial 
credit facilities. During 2018 we have seen 

unfunded revolvers and delayed draw 
acquisition facilities reach up to 50% of 
total day one credit facilities, up from an 
average of 10-20% during the 2015-2017 
time frame. This can result in smaller credits 
with less than $10 million of EBITDA issuing 
credit facilities of up to $75+ million. Only 
a few firms focusing on the lower middle 
market such as Crescent Direct Lending 
have this balance sheet capability.

What is CDL’s experience in 
financing add-on acquisitions for 
PE backed companies?

CDL’s current portfolio consists of 80+ 
borrowers with approximately $2.5 billion 
in total commitments outstanding.  During 
the last 12 months we have financed 
over 30 add-on acquisitions for our 
portfolio clients representing 25% of 
total commitments during this period. 
By working closely with our clients we 
are able to support clients’ acquisition 
strategies, providing flexible solutions 
for their growth needs. While we have 
supported our clients’ add-on needs since 
2005, today given the high valuations 

John Bowman 
Managing Director 
and Co-Head  
Crescent Direct 
Lending

Scott Carpenter
Managing Director 
and Co-Head  
Crescent Direct 
Lending

Crescent Direct Lending:  
Supporting Private Equity  
Add-on Strategies

1.  All historical references to Crescent’s direct lending team and track record prior to June 2012 are based on Crescent principals while at their previous investment firm, HighPoint Capital 
Management, LLC, from January 2005 – May 2012.

d38601_Crescent Capital_MA Supplement.indd   2 10/26/18   5:06 PM042_MAJ1118   42 10/29/2018   5:35:12 PM



A3

being paid for platform investments, 
the urgency to find attractive, accretive 
acquisitions is greater than ever. From our 
perspective, supporting our private equity 
clients’ acquisition strategies is also an 
efficient way for us to further invest in a 
borrower we know, an industry we already 
like and a management team and sponsor 
we have worked with before.  While we 
acknowledge the risks inherent in financing 
businesses that are acquisitive, we work 
closely with our sponsors to understand 
their strategy and path to value creation. 
It is also not uncommon for our sponsors 
to make an initial investment in a portfolio 
company and then make significant further 
investments in the business outside of 
acquisitions to position the company for 
growth. This often includes investments in 
technology, C-Suite level management and 
sales and marketing. We are thoughtful 
in structuring our loan facilities consistent 
with these plans to allow our clients the 
flexibility to execute on their growth plans.    

What size companies are 
being considered for platform 
investments by private equity 
sponsors?

We support borrowers with $5+ million 
in EBITDA and certainly see a trend 
toward larger sponsors moving down 
market and acquiring sub $15 million 
EBITDA companies as their initial platform 
in a space if it’s deemed attractive for 
acquisitive growth. While many of these 
businesses require investment to position 
them to scale, we have been successful 
in identifying and supporting lending 
opportunities to small businesses that 
have leading market shares in niche 
markets, strong financial profiles and 
customer diversity. These are businesses 
with strong potential that will benefit from 
the resources of a private equity firm. We 
have supported many portfolio companies 
that have grown from lower middle 
market companies with $5-10+ million 
of EBITDA to middle market companies 
with $50- $100+ million in EBITDA at exit. 
Our sponsor clients appreciate Crescent’s 
desire and ability to grow with them  
over time. 

Has Crescent’s commitment to 
smaller borrowers changed over 
time as your AUM has grown?

We have focused on the lower middle 
market since 2005 and that continues 
to be our focus. We have found that by 
supporting smaller initial borrowers, we 
benefit from the growth of these borrowers 
over time generally increasing our loan with 
the company as they grow. Supporting the 
lower middle market is important to our 
sponsor clients and it’s also important to 
our LPs who value our role as one of the 
largest and most active lenders focused 
on the lower middle market today. Our 
borrowers often start with initial financing 
as small as $20-25 million and grow 
significantly over time. We have also 
been successful in providing staple-on 
financing to our clients when they sell their 
businesses, as we generally have a strong 
understanding of their business as the 
incumbent lender. One recent example of 
this involved a client portfolio company in 
the educational space where we provided 
staple-on financing and were fortunate to 
Agent a $200+ million credit facility for the 
acquirer, who was also an existing client of 
ours. Our knowledge of the business and 
relationship with both the selling sponsor 
and the acquiring sponsor allowed us to 
remain in our loan and increase our role and 
investment as Agent for the new  
credit facility.  

How are sponsors viewing senior/
mezzanine versus unitranche 
structures for their platform 
companies that have aggressive 
acquisitive strategies?

Clients’ views can differ on this topic, 
but we do see an increase in unitranche 
financing. In some cases a sponsor’s 
preferred capital structure may be credit 
specific or there may be a general 
preference for one structure over the 
other. Some like the ease of execution and 
certainty of unitranche financing, especially 
in current market conditions where sale 
processes are accelerated. Others, on 
the other hand, have confidence in their 
existing senior and mezzanine lender 

relationships and prefer to have both 
sources of capital for growth.  Senior/
mezzanine structures also often allow 
for greater leverage and may have lower 
blended pricing when compared with 
unitranche financing. While certainty 
to close may imply a bias towards 
unitranche, current market liquidity in 
both the senior and mezzanine markets 
certainly mitigates this concern for the time 
being. One other consideration for clients 
is the impact of unitranche structures in a 
market downturn since these structures 
have been largely untested in workouts 
and bankruptcy. In a troubled credit 
situation unitranche may or may not prove 
as flexible as senior/mezzanine structures 
in working through portfolio company 
problems. Crescent Direct Lending is very 
active in both the senior and unitranche 
market and depending on the specific 
credit we generally offer both options to 
our private equity clients. 

What is most important to  
a private equity firm when 
choosing a lender to support  
their buy and build strategy?

Ultimately balance sheet size, certainty 
and flexibility of debt capital helps drive 
private equity returns rather than the cost 
of that debt capital. Competitive pricing is 
important, but having a partner who can 
move quickly and be flexible is critical when 
executing a buy and build strategy. In the 
current high valuation environment, add-
ons often represent a significant element 
of value creation as part of the sponsor’s 
investment thesis. In the end our leading 
position in the lower middle market is a 
testament to the longstanding partnerships 
we have built with both our private equity 
clients and also the management teams 
that have run those businesses.

Contact Us
Crescent
John Bowman | Office: 617-854-1501 | Email: john.bowman@crescentcap.com
Scott Carpenter | Office: 617-854-1502 | Email: scott.carpenter@crescentcap.com
Visit: https://www.crescentcap.com
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Crescent Direct Lending Issues Over $1.0 billion in 2018 Commitments To Date 
 

Formed in 20051, Crescent Direct Lending manages over $5.0 billion of total capital and targets companies with $5.0 million to 
$35.0+ million of EBITDA with the ability to underwrite Credit Facilities of $200+ million in size. 
 

Select 2018 Transactions: 
 

  

 
  
Crescent Direct Lending is the private lower middle-market and middle-market lending team of Crescent Capital Group LP 
(“Crescent Capital”). Crescent Capital is a leading asset manager in the below investment grade credit markets with 
approximately $25 billion of assets under management, over 80 investment professionals, and has been in operation for over 
20 years.  
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1. All historical references to Crescent's direct lending team and track record prior to June 2012 are based on Crescent principals while at their previous investment firm, HighPoint Capital Management, 
LLC, from January 2005 – May 2012. 

d38601_Crescent Capital_MA Supplement.indd   4 10/26/18   5:06 PM044_MAJ1118   44 10/29/2018   5:35:13 PM



SUBSCRIBE. ENGAGE. 
DISCOVER.

www.themiddlemarket.com

PUBLISHED IN PARTNERSHIP WITH

TheMiddleMarket.com

APRIL 2018

11TH 
ANNUAL
MID-
MARKET 
AWARDS

Lender of the Year: Founded in 2014, 
Twin Brook has made a rapid ascent in 
middle market lending.

Trevor Clark, co-founder and partner

001_MAJ040118_001   1 3/7/2018   1:22:35 PM

For more information, please contact Customer Service 
at (212) 803-8500 or help@sourcemedia.com

• Enhanced listing on the 
Dealmaker Portal
• Discount on industry con-
ferences and events

Subscribe now to receive these exclusive member benefits:

•   Enhanced listing on the Dealmaker Portal

•   Discount on industry conferences and events

•   Access to all Data and Research content

•  Unlimited number of articles per month 

•   Exclusive eNewsletters

•   Exclusive video interviews and slideshows

•   Access to online searchable archives

• Dedicated client support

•  Access to the Dealmaker Portal providing 
direct access to buy-side and sell-side 
professionals

d34541_MASubscriptionHouse_Ad_Final.indd   1 4/27/18   4:57 PM045_MAJ00000   45 10/31/2018   10:35:00 AM



46   Mergers & Acquisitions   November/December 2018 

How to mitigate #MeToo 
risks before you buy

By Gerald Maatman, Jr., Christopher DeGroff, Matthew Gagnon and Kyla Miller

Acknowledging today’s climate of amplified workplace 
challenges, private equity firms must consider potential 
risks, from liability to litigation, before investing. 
Prospective portfolio companies should be thoroughly 
vetted prior to purchase.

Guest Article  

In an era of heightened workplace 
harassment litigation, employers of 
all types, and especially those in the 
finance industry, must be proactive 
in addressing potential aggravating 
risk factors.  Not only have we seen a 
litany of serious headlines regarding 
sexual harassment and the #MeToo 
Movement over the past year, but the 
U.S. Equal Employment Opportunity 
Commission’s filing priorities clearly 
reflect this trend. In 2018, the EEOC 
filed a total of 41 sexual harassment 
lawsuits and recovered $70 million 
through sexual harassment litigation, a 
five-year high on both fronts.

The dramatic increase in filings 
should be an eye-opener for busi-
nesses in an era when many thought 
the EEOC might be hitting the brakes. 
Instead, the EEOC is increasing its 
enforcement activity, with a particular 
focus on gender discrimination and 
sexual harassment. Additionally, while 
many headlines report only the settle-
ment amounts in these cases, employ-
ers must also consider the burden-
some costs of litigation and impact of 
negative press coverage. Now, more 
than ever, employers need to be on 
top of their game to avoid becom-
ing the next target of EEOC-initiated 

litigation. 
This careful approach particularly 

applies to private equity firms that 
are seeking to expand their portfolios. 
While the acquisition of a portfolio 
company may bring economic benefit, 
it comes alongside a new liability: 
should your portfolio company face 
legal action, you, the stakeholder, 
now share that liability and run the 
risk of being named as a Defendant 
in the lawsuit. Furthermore, given the 
nature of the finance industry, PE firms 
must proceed with even more cau-
tion in some aspects. Specifically, the 
multitude of client entertainment and 
offsite meetings can create a poten-
tially dangerous situation when alco-
hol is involved. In addition, the massive 
company size often seen in finance 
may lead to a decentralized command 
structure. 

Acknowledging today’s climate of 
amplified workplace risk and chal-
lenges posed in the finance industry, 
private equity firms need to not only 
consider the financial aspects of a 
portfolio addition, but also the poten-
tial risk from an angle of liability to 
litigation. Potential portfolio compa-
nies should be thoroughly vetted by 
multiple investigative parties prior to 
purchase. 

Often times, it may be beneficial 
for in-house counsel to join forces with 
outside consultants in an effort to as-
sess the status of a potential portfolio 
addition’s litigation risk. Specifically, 
PE firms would be wise to enroll as-
sistance in completing an audit. An 
audit of this type should be conducted 
through sets of interviews, surveys, and 
objective analysis of company policy.

All employees should be analyzed 
during this process, including high-
ranking company executives. A suc-
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cessful harassment audit would exam-
ine a company’s personnel, workplace 
policies, and history of legal exposure. 
Once completed, recommendations 
must be made to the PE firm as to 
whether the portfolio company’s addi-
tion would place the firm in a vulner-
able position.

 While each situation involves 
various surrounding circumstances, PE 
firms are generally best to avoid busi-
nesses with:

• Significantly limited or non-
existent policies on workplace 
conduct

• No comprehensive database of 
employee records

• An overly homogenous workforce
• Policies allowing alcohol con-

sumption on company grounds
• Ongoing high-stakes litigation
• An irreversibly poor company 

culture
 Should the potential portfolio com-

pany pass a workplace audit, private 
equity firms can move into the next 

stage of reducing litigation liability: 
proactive risk measures. As a new 
stakeholder in the portfolio business, 
PE firms can and should vigorously 
pursue the implementation of revised, 
forward-thinking policies and prac-
tices. 

In terms of current portfolio compa-
nies, private equity firms may take a 
number of proactive steps to mitigate 
the risk of workplace harassment 
claims. For example, PE firms may:

• Implement a “zero-tolerance” 
anti-harassment policy. Ensure 
that this essential step includes 
application to all levels of em-
ployees, and includes mention of 
harassment on the basis of other 
protected categories outside of 
sex (i.e. race, age, religion, etc.).

• Sharpen and redistribute writ-
ten policies. A thorough writ-
ten policy includes definitions 
of inappropriate conduct, an 
anti-retaliation provision, and 
separate direction to leaders 
and managers. Written policies 
should be revisited annually and 
redistributed often. Workplace 
law is constantly changing (espe-
cially on the state level), and HR 
policies must consistently evolve 
with the law. 

• Consider new approaches in 
the hiring process. As the start 
of the employment process, 
bettering hiring practices will 
inevitably improve company 
culture. Employers should begin 
with observing how candidates 
interact with female employees 
during the interview process. 
Additionally, HR personnel can 
further reinforce commitment to 
anti-harassment and diversity 
through an opening interview 

statement.
• Enhance employee training. 

Training is an integral aspect of 
proactive risk mitigation. Com-
pany training should apply to all 
employees and consist of direct 
training as well as bystander 
intervention training techniques. 
Moreover, companies with a 
vast leadership structure should 
consider separate training for 
management and executives.

• Guarantee clear reporting chan-
nels and investigative proce-
dures. An employer’s investiga-
tion process must be anonymous, 
clearly outlined in employee 
policies, and contain a number 
of possible reporting outlets. 
Examples of company reporting 
channels include: hotlines, open 
door options, Equal Employment 
Opportunity coordinators, a 
rapid response team, and various 
other HR structures.

• Maintain comprehensive employ-
ee documentation. Businesses 
must keep thorough records on 
training, complaints, and dis-
ciplinary measures pursuant to 
the policy. Should your portfolio 
company end up facing litiga-
tion, comprehensive documenta-
tion may be an essential aspect 
to the company’s defense. 

Private equity firms, as well as 
employers in general, must devote 
significant time and energy to 
implementing these proactive 
measures. Employment litigation is 
exceedingly expensive. Simply being 
sued is a losing proposition from an 
economic standpoint. Thus, the adage 
“If you are sued, you lose,” is especially 
true in the context of workplace 
harassment claims. M&A 

Gerald Maatman Jr., Christopher DeGroff and Matthew Gagnon are partners, and Kyla Miller is an associate, in law firm 
Seyfarth Shaw’s labor and employment department.
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