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TERRA FIRMA
SENIOR LEADERSHIP TEAM

A COMPLEMENTARY
PARTNERSHIP

GUY HANDS
”Our senior leadership team
offers an extraordinary
combination of investment,
strategic, operational and
financial capabilities, which I
believe will help us to create
further value in our existing
portfolio and capitalise on
exciting new opportunities.”
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ANDREW GÉCZY
“We believe that we have a
competitive advantage in
European private equity,
which benefits not only our
investors, but also our staff,
portfolio businesses and
wider stakeholder groups.”

JUSTIN KING
“We implemented key
changes in 2016 as part of
our collective drive to build
an institutionalised alternative
investment platform at Terra
Firma and create further value
in our portfolio businesses.”
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A COMPLEMENTARY PARTNERSHIP
SENIOR LEADERSHIP TEAM

Our senior leadership team combines the investment,
strategic, operational and financial expertise of
Guy Hands, Andrew Géczy and Justin King. Each is
recognised as being among the most influential leaders
in their respective industries, and they bring almost a
century of collective experience to our firm. It is a
complementary partnership that collaborates and
challenges each other closely with a view to creating
value and building better businesses.
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Guy Hands

Justin King

Andrew Géczy

Responsible for
investment decisions

Responsible for portfolio
business operations

Responsible for managing
Terra Firma’s organisation
day to day

Guy has been a creative and
influential investor for over
30 years. He is considered one
of the pioneers of securitisation,
having completed one of the
first CBOs and the first AAA
securitisation of a retail business
with Saks, 5th Avenue while at
Goldman Sachs and leading
numerous further innovative
securitisations in the UK pub,
rail and housing sectors.

Justin is an operational leader
with over 30 years of experience
at leading customer-facing
businesses, including Sainsbury’s,
Marks & Spencer, Asda, HäagenDazs, PepsiCo and Mars. During
his 10 years as CEO of FTSE 100
retailer, J Sainsbury plc, he led
the turnaround of the iconic UK
brand, trebling profits and
delivering a total shareholder
return of 85%.

Andrew is a business leader with
over 25 years of experience in
the financial services markets.
He has led financings and
restructurings, managed both
equity and debt portfolios and
led diverse, international teams in
major global financial institutions.

Guy founded Nomura
International plc’s Principal
Finance Group in 1994 before
spinning out the independent
private equity firm Terra Firma
in 2002.

Justin oversees the firm’s
portfolio businesses and has
full-time responsibility for
ensuring that they have the
right strategy and management
to generate maximum value
for investors.

Chairman &
Chief Investment Officer

Guy sits on the boards
of each general partner of
Terra Firma’s funds and is
therefore responsible for signing
off on all investments. He also
provides creative insights into
potential acquisitions and
develops business strategies
for the portfolio businesses
together with Justin King, Vice
Chairman & Head of Portfolio
Businesses and exit strategies
with Andrew Géczy, CEO.
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Vice Chairman &
Head of Portfolio Businesses

Chief Executive Officer

Andrew manages Terra Firma’s
organisation day to day. He is
responsible for driving the
firm’s disciplined execution of
acquiring, financing, restructuring
and ultimately selling businesses
to ensure it delivers maximum
returns to investors.
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LETTER FROM THE CHAIRMAN & CHIEF
INVESTMENT OFFICER, GUY HANDS

August 2017

Dear Stakeholder,
Welcome to the latest Annual Review of Terra Firma and its portfolio
businesses.
I’m pleased to report that 2016 was a significant year for Terra Firma.
We strengthened our organisation by welcoming Andrew Géczy as our new
CEO. Andrew brings more than 25 years of experience in the financial services
markets, having led financings and restructurings, managed both equity and
debt portfolios and led diverse, international teams at some of the world’s
leading financial institutions. Andrew follows Justin King’s arrival as Vice
Chairman & Head of Portfolio Businesses in 2015, whose track record of
delivering operational transformations at leading global, customer-focused
organisations spans over 30 years. Alongside me, Andrew and Justin form
Terra Firma’s new senior leadership team.
We are leading our firm through the next stage of its evolution. Andrew now
manages Terra Firma’s organisation day to day, and he is responsible for
driving the firm’s disciplined execution of acquiring, financing, restructuring
and ultimately selling businesses to deliver maximum returns for our investors.
Justin, meanwhile, continues to ensure that our portfolio businesses have the
right strategy and management to deliver this. In my role as Chairman & Chief
Investment Officer, I focus on providing creative insights into potential
investments, developing portfolio business strategies together with Justin and
forming business exit strategies with Andrew.
This new team offers an extraordinary combination of diverse investment,
strategic, operational and financial capabilities at the highest level of our
organisation, which I believe will help us create further value in our existing
portfolio and capitalise on exciting new opportunities in Europe.
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LETTER FROM THE CHAIRMAN
Our strengthened approach was clearly evident throughout 2016, which
brought a number of highlights for our investors. Most notably, we realised
over €1 billion from our investments as we completed several full or partial
exits and continued to transform our remaining portfolio businesses ahead
of prospective further realisations.
In January, AWAS completed the sale of its SkyFin and asset-backed
securitisation aircraft portfolios. Over the course of the year we were able
to return €1.5 billion to our investors. This allowed us to position AWAS for
a full exit through the sale of the business to Dubai Aerospace Enterprise in
August 2017. You can read more about how we successfully transformed the
business in the AWAS Value Creation Story in the Executive Summary of this
Annual Review.
In July 2016, at the height of post-EU referendum uncertainty in the UK, we
announced the sale of Odeon & UCI to AMC Theatres. This was a remarkable
achievement through which the buyer recognised our successful 12-year
transformation of Odeon & UCI into Europe’s leading cinema operator. The
sale proceeds comprised of £375 million in cash and over 4.5 million shares in
AMC Entertainment Holdings, Inc. In October, we announced the sale of
Infinis’s landfill gas portfolio to 3i Infrastructure plc, which completed in late
2016, shortly followed by the sale of Infinis’s onshore wind platform. This
enabled us to complete our three-stage exit process, which we began by
re-taking the business private in 2015. The sale of Infinis realised one of Terra
Firma’s most successful investments and concluded our 13-year journey with
the business, in which we transformed this non-core, neglected unit into one
of the UK’s leading independent renewable power generation companies.
While the sale of Tank & Rast was completed in 2015, we also received
recognition for our achievements with the business in 2016. Terra Firma won
the Infrastructure Investor Annual Awards’ Global Infrastructure Deal of the
Year, Real Deal’s Private Equity Awards’ Germany, Austria and Switzerland Deal
of the Year, and Private Equity International’s Firm of the Year in Germany. This
came as a result of our successful transformation and exit of Tank & Rast, which
enabled us to provide a 7.5 times gross cash-on-cash return on our investment.
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LETTER FROM THE CHAIRMAN
2016 also saw Terra Firma add to its business portfolio, with the acquisition of
Welcome Hotels. The business’s portfolio comprises 12 three- and four-star
hotels located across Germany, and we intend to invest significantly in the
coming years to grow Welcome Hotels and consolidate the country’s
fragmented mid-tier city hotel market.
Outside of Terra Firma, 2016 was of course a year of enormous political
disruption. The UK’s vote to leave the EU, Donald Trump’s election as US
President and Italy’s rejection of constitutional reform were part of a sequence
of major geopolitical events which continued into 2017. This included elections
in the Netherlands, France and the UK, as well as the US’s decision to withdraw
from the Paris climate accord and the triggering of Brexit negotiations. These
events have left the investment environment more unpredictable than at any
point I can recall during my lifetime.
The markets’ reactions in 2016 and since have been perhaps even more
surprising, as they have responded positively to Donald Trump’s pro-US
business stance. The S&P 500 index increased by around 10 per cent from
November to June, while the US dollar rose by around 4 per cent against the
pound sterling in the same period. The dollar also rallied against the euro,
though this retreated once some of the political uncertainty in Europe receded
and the Federal Reserve announced more dovish plans around future interest
rate rises. Meanwhile, the FTSE 250 also rebounded quickly, with the index
around 15 per cent higher in June 2017 than it was immediately before the
Brexit vote. However, many observers remain cautious on both sides of the
Atlantic. In particular, there is a lack of clarity on how Britain’s negotiations with
the EU will proceed, not least in terms of its impact on the City of London as
the financial centre of Europe.
At Terra Firma, we believe our decisive changes will enable us to navigate this
new investment environment, where uncertainty is the new norm. We cannot
control what happens outside of Terra Firma; however, we have significantly
strengthened our organisation’s processes to ensure we are resilient to events
beyond our control. We will continually review the investment theses and
strategies of our portfolio businesses and prospective investments, and we will
readily adapt them as required. Within our senior leadership team, we have a
century of collective experience to draw upon. Furthermore, with the strength
and depth of our wider organisation, we are well-placed to succeed in this
rapidly changing global investment landscape.
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LETTER FROM THE CHAIRMAN
Underpinning this will be our investment strategy, which has been consistent
for the past 22 years. We look to invest in orphaned, undermanaged or
misunderstood businesses which meet our investment criteria of being assetbacked, in essential industries and in need of transformational change. Once
we acquire a business, we seek to apply our five drivers of value creation to
transform its strategy, strengthen management, build through mergers and
acquisitions, develop through capital expenditure and lower the cost of capital
to create extra upside. We have demonstrated our ability to originate deals
and transform businesses throughout economic cycles, including two global
financial crises. We will continue with this strategy-led approach, as we
continue to create value in existing and potential investments.
Our successful realisations and our position as one of the largest investors in
previous Terra Firma funds mean our firm has significant amounts of capital
to deploy in new investments. This commitment has formed a key part of our
approach to investor alignment throughout our history. We will continue to
strengthen our firm by ensuring we have the right people in place to deliver
on our transformational strategy going forwards. This is demonstrated not least
through the calibre of people who joined Terra Firma and its portfolio business
management teams in 2016, as well as the quality of the more than 3,000
graduates who applied to our Graduate Analyst Training Programme.
In 2016, we continued our commitment to supporting good causes, with
Terra Firma Capital Partners donating 10 per cent of its annual pre-tax profits
to charitable organisations, including in the London Borough of Southwark.
One of these, XLP, is an organisation which builds relationships with young
people struggling daily with issues such as family breakdown, poverty,
unemployment and educational difficulties. A full case study of our support for
XLP can be found on page 113. Meanwhile, Terra Firma Capital Management
also continued to support local initiatives in Guernsey, with a focus on
improving the lives of young people.

2016 was a significant year in which we
strengthened our organisation, formed a
new senior leadership team and realised
over €1 billion from our investments
TERRA FIRMA ANNUAL REVIEW 2016

CREATING VALUE. BUILDING BETTER BUSINESSES.

Contents

Chairman's Letter

1	Executive Summary

2	Portfolio Business Review

3	Business and Financial Review

4	Our Funds

5	Contact Information

LETTER FROM THE CHAIRMAN
Finally, we have learned important lessons over the past 22 years. With these,
we continue to adapt and refine our investment approach. In 2016, we put the
EMI litigation behind us to close this chapter of Terra Firma’s history. Our firm is
now focused fully on our plans for the future.
Justin, Andrew and I are absolutely committed to creating value and building
better businesses for all our stakeholders. I would like to thank you for your
continued support of Terra Firma during 2016 and I look forward to continuing
to build our relationship with you in the coming years.
With best wishes,
Guy Hands
Chairman & Chief Investment Officer
A letter from Justin King, Vice Chairman & Head of Portfolio Businesses, can be found
in Section 2 – “Portfolio Business Review”.
A letter from Andrew Géczy, CEO, can be found in Section 3 – “Business and
Financial Review”.
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EXECUTIVE SUMMARY

EXECUTIVE
SUMMARY

CREATING VALUE.
BUILDING BETTER BUSINESSES.
Terra Firma is a leading European alternative
investment platform

Since 1994, we have created value for our
stakeholders using a strategic, operationally
focused and creative approach to building
better businesses. During this time, we have
invested over €16 billion of equity in 33
portfolio companies, with an aggregate
enterprise value of €47 billion.
Our predecessor, the Principal Finance Group
(‘PFG’), was formed in 1994 by Guy Hands,
who led its spin-out from Nomura
International plc in 2002 to create the
independent private equity firm Terra Firma.
During the past two years, we have
strengthened our organisation with a new
senior leadership team comprising Guy Hands,
Justin King and Andrew Géczy. This has
enabled us to build on a foundation of 22
years of alternative investment experience to
develop what we believe is an institutionalised,
scalable, repeatable model of value creation.

BETTER BUSINESSES BUILD
BETTER SOCIETIES

We believe that better businesses build better
societies. In a rapidly changing European
investment environment, it is vital that
businesses benefit all of their stakeholders if
they are to continue raising living standards
and create prosperity for future generations.
We believe that the consideration of
environmental, social and governance
(‘ESG’) issues is a fundamental part of good
investment practice, and this belief is
integrated with our approach to creating
value and building better businesses.

Today, we serve over 180 investors
representing a wide range of institutions
and individuals from around the world.

A reference to ‘Terra Firma’ means, prior to 27 March 2002, the former Principal Finance Group of Nomura
International plc and, post 27 March 2002, as the context requires, Terra Firma Holdings Limited,
Terra Firma Capital Partners Limited, Terra Firma Capital Management (Guernsey) Limited and any of their affiliates
The financial information contained in this Annual Review is correct as at 31 December 2016, but includes the results
for Annington’s, CPC’s and Infinis’s financial year to 31 March 2017
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OUR BUSINESS AT A GLANCE

22-year
investment
track record

EXECUTIVE
SUMMARY

TERRA FIRMA

A DIVERSE TEAM TO SUPPORT OUR

European focus

33

businesses
acquired

€47bn

Aggregate enterprise
value of the businesses in
which we have invested

€16bn

of equity invested

€14bn

WE EMPLOY MORE
THAN 80 PEOPLE
IN LONDON,
GUERNSEY
AND BEIJING

OUR PEOPLE
COME FROM
23 COUNTRIES...

...AND SPEAK 25
LANGUAGES

OUR VALUES

of capital expenditure
invested within
Terra Firma’s portfolio

70

CREATIVITY

TENACITY

CHALLENGE

TRANSPARENCY

TEAMWORK

EFFICIENCY

‘bolt-on’ acquisitions
integrated to
drive growth
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OUR AREAS OF INVESTMENT FOCUS
TRANSFORMATIONAL
PRIVATE EQUITY

Building better businesses and consistently creating value

SUPPORT CAPITAL

A solution to funding capital-constrained businesses

OPERATIONAL
SECONDARIES

Utilising Terra Firma’s operational expertise to take over and manage
a general partner’s position in an existing fund

OPERATIONAL
REAL ESTATE

Professionalising the management of real estate assets

INFRASTRUCTURE
‘PLUS’

Unlocking infrastructure value through operational excellence

OUR APPROACH

Creating value and building better businesses
is at the heart of our strategy. For 22 years,
we have followed a consistent investment
approach of targeting companies that are
orphaned, undermanaged or misunderstood
by their current owners. Our goal is to
generate attractive returns in the rapidly
changing European investment environment
by acquiring these businesses and
transforming their strategy, operations,
finances and management to make them
best-in-class.

EXECUTIVE
SUMMARY

We have five key areas of investment focus:

We play an active role in delivering this
transformational strategy within each business.
We often install our own management teams
and provide the strategic, financial and
operational expertise to support them in
pursuing long-term value creation. We have
the capabilities and resources to take a fully
interventionist approach when needed to
enable a business’s operational turnaround
and cultural change.

We look to invest in businesses that share
three characteristics: they are asset-backed,
in what we consider to be essential industries
and in need of transformational change.
We identify investment opportunities and
pursue them based on our five drivers of
value creation, which are transforming
strategy; strengthening management;
developing through capital expenditure;
building through mergers and acquisitions;
and lowering the cost of capital to create
extra upside.
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Orphaned

EXECUTIVE
SUMMARY

INVESTMENT CRITERIA

Undermanaged

they are
ASSETBACKED

Misunderstood

in what we
consider to be
ESSENTIAL
INDUSTRIES
TERRA FIRMA
SWEET SPOT

and in need of
TRANSFORMATIONAL
CHANGE

Our five value drivers

1

TRANSFORMING
STRATEGY

2

STRENGTHENING
MANAGEMENT

TERRA FIRMA ANNUAL REVIEW 2016

3

DEVELOPING
THROUGH CAPITAL
EXPENDITURE

4

BUILDING
THROUGH
MERGERS AND
ACQUISITIONS
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LOWERING THE
COST OF CAPITAL
TO CREATE
EXTRA UPSIDE
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WHAT MAKES US DIFFERENT?

EXECUTIVE
SUMMARY

• A complementary partnership of Guy Hands, Justin King and Andrew Géczy
• A disciplined organisation designed to transform and build businesses
• A scalable, modular platform with professional management processes
• Functional specialism and focus
• Teamwork based on shared values
• True alignment with investors’ interests
• A proud heritage and deep experience upon which to draw
Our senior leadership team combines the
investment, strategic, operational and
financial expertise of Guy Hands, Justin King
and Andrew Géczy. Each is recognised as
being among the most influential leaders in
their respective industries, and they bring
almost a century of collective experience to
our firm. It is a complementary partnership
which collaborates closely throughout the
investment process to seek to create value
from and build better businesses.
We have developed a disciplined
investment process that allows us to
manage our investments from their initial
identification through to their purchase,
transformation and eventual sale.

TERRA FIRMA ANNUAL REVIEW 2016

Underpinning this process is an
institutionalised investment platform
comprising transactional, strategic,
operational, finance, tax and wider
organisational capabilities.
Terra Firma has been one of the largest
investors in each of its funds and we
provide our investors with a high level of
transparency. We were also one of the first
UK private equity firms to adhere to the
Walker Guidelines on disclosure and
transparency. Annual reports from the
Private Equity Reporting Group, which
monitors industry conformity with the
Walker Guidelines, have consistently
included Terra Firma’s businesses as
examples of good disclosure.
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2016 HIGHLIGHTS

EXECUTIVE
SUMMARY

TERRA FIRMA

In 2016, Andrew Géczy joined
as CEO to become part of
Terra Firma’s senior leadership team
with Guy Hands and Justin King

10% 6
OF TERRA FIRMA CAPITAL
PARTNERS LIMITED’S
PROFITS BEFORE TAX
GIVEN TO CHARITY

NEW GRADUATES HIRED
THROUGH OUR INDUSTRYLEADING ANALYST
PROGRAMME

BVCA RESPONSIBLE
INVESTMENT PROGRAMME
CO-SPONSORED BY
TERRA FIRMA

€644m €376m
RETURNED TO INVESTORS
TERRA FIRMA ANNUAL REVIEW 2016
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2016 HIGHLIGHTS

126 MW

EXECUTIVE
SUMMARY

PORTFOLIO BUSINESSES

EVERPOWER
EverPower’s 126 MW Cassadaga project in
New York was advanced to the contract
negotiation stage as part of the New England
Clean Energy Request For Proposals

WIND FARM

WELCOME
Terra Firma acquired a portfolio of 12
three- and four-star hotels in Germany

FOUR SEASONS HEALTH CARE
FSHC won the Best Overall UK
Customer Experience Award for
its Quality of Life programme

TERRA FIRMA ANNUAL REVIEW 2016

CPC
CPC optimised its cattle station
portfolio and reinvested the
proceeds into its business
improvement programmes

WYEVALE GARDEN CENTRES
WGC strengthened its management
through four new senior hires with
extensive retail experience
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ODEON & UCI
Terra Firma sold Europe’s
leading cinema operator to
AMC Theatres

No. 1
EUROPEAN
CINEMA
OPERATOR

ANNINGTON
Annington began to explore
growth opportunities through
potential acquisitions in the
UK private rental sector

RTR
RTR increased its power
generation capacity by
14 MW through the acquisition
of nine solar plants

AWAS
AWAS added 16 new aircraft
to its fleet

Infinis
Terra Firma completed the sale of
Infinis’s landfill gas division, comprising
121 sites, with a generating capacity of
over 300 MW, to 3i Infrastructure plc

300 MW
TERRA FIRMA ANNUAL REVIEW 2016
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PORTFOLIO BUSINESS PERFORMANCE
CURRENCY

2

2016

Annington1

£m

197

187

AWAS2

$m

1,022

835

A$m

38

50

EverPower

$m

60

50

Four Seasons Health Care Group

£m

55

73

RTR

€m

121

120

Wyevale Garden Centres

£m

42

29

CPC1

1

2015

Based on 12 months to March 2016 and March 2017
Based on 12 months to November 2015 and November 2016
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VALUE CREATION

EXECUTIVE
SUMMARY

THE AWAS STORY
A FUTURE-FOCUSED FLEET
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VALUE CREATION

When it acquired AWAS in 2006,
Terra Firma set about transforming
the company to better reflect the
fast-changing market that it serves.
Through significant investment, a fresh
strategy and global re-organisation, it has
turned the business into one of the world’s
leading commercial aircraft leasing franchises.
One that has the scale and the scope to
respond to the needs of its customers
worldwide and that is ideally positioned for
sustainable growth.
RISING TRENDS

A year after the acquisition of AWAS, Terra
Firma acquired Pegasus and created a
combined fleet of more than 250 owned
aircraft, transforming the business into one of
the largest lessors in the market. This scaling
up was in response to two clear trends – the
continuing rise in airline passenger numbers
and the increasing percentage of the global
fleet being leased rather than purchased.
RE-BALANCING THE FLEET

AWAS’s active strategy in relation to aircraft
acquisitions and disposals has distinguished
the company from its competitors over the
years. It has also allowed AWAS to optimise its
fleet to better meet the evolving requirements
of its airline customers and investors and to
maximise shareholder value.

TERRA FIRMA ANNUAL REVIEW 2016

The nature of AWAS’s transactions have also
set the company apart. Its 2015 asset-backed
sale of 30 aircraft was the first time such an
approach had been used for older aeroplanes.
Equally innovative was its decision that same
year to respond to market demand for young
narrow-body aircraft by selling 87 of its
significant stock of new deliveries.
Continuing to strategically build its fleet,
AWAS has an order book that includes 23
A320ceo aircraft from Airbus. Given the
teething problems of new technology
and the low oil price environment, these
late-model aircraft are an attractive
proposition for lessees.
Purchase and leaseback is another core
acquisition option used by AWAS, made
possible by its strong balance sheet. This
allows AWAS to purchase aircraft from an
airline and then lease them back to the same
airline. An example of AWAS’s customerfocused approach came at the end of 2016
when the company signed a purchase and
leaseback agreement for five 737 Max 8
aircraft with GOL Linhas Aéreas. The
transaction was business-critical for the airline
and the team at AWAS was able to deliver to
an exceptionally short time frame.

CREATING VALUE. BUILDING BETTER BUSINESSES.
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VALUE CREATION

These transactions are just part of AWAS’s
overall active trading strategy designed to
maintain the optimum portfolio balance. With
214 owned aircraft and a pipeline of new
acquisitions as at the end of November 2016,
AWAS has a fleet that is below the industry’s
average age. Its mix of passenger and wideand narrow-body aircraft has been judged to
allow the company access to and provide for a
diverse range of clients.
A BESPOKE APPROACH

As well as fine-tuning the make-up of its fleet,
AWAS also sharpened its focus on finding new
and better ways to work with a customer base
that spans 87 airlines in over 45 countries.
AWAS developed a proprietary system that is
integral to serving this disparate and diverse
market. It allows the company to regularly
review each relationship and ensure that the
company is the go-to provider for an airline’s
fleet requirements.
REDUCING CREDIT AND
CONCENTRATION RISK

One of the core benefits of this system is
how it enables monitoring of the risk-reward
balance for each individual customer and
within the portfolio as a whole. This active
credit management is supported by AWAS’s
ability to draw on close relationships with

TERRA FIRMA ANNUAL REVIEW 2016

financial institutions around the world and
access competitive pricing that will deliver a
better outcome to lessees.
The net effect is that the company has
widened the choice of clients it can work with.
Its customers now range from national carriers
with high credit ratings – and therefore able to
secure the most competitive leasing rates
– through to smaller operators that pay a
premium for leasing their fleet.
By being equipped to serve a much broader
customer profile, AWAS has spread its
credit and concentration risk and driven
up asset yields.
SATISFIED CUSTOMERS

The growing number of AWAS leases that
customers are choosing to renew is another
telling statistic. It reflects the high levels of
customer satisfaction being achieved as the
business delivers optimised assets and fleet
solutions. It also has the knock-on effect of
improving efficiencies for the business through
reduced aircraft off-lease time.

CREATING VALUE. BUILDING BETTER BUSINESSES.
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AWAS has the scale
and the scope to
respond to the needs of
its customers worldwide
and is ideally positioned
for sustainable growth

A BRIGHT OUTLOOK

Having developed an optimised fleet, fullservice operational platform and diverse,
risk-managed customer base, AWAS is ideally
positioned to deliver for its expanding group
of lessees and is continually investing so it can
evolve with the market.
The company’s position is even more
encouraging when set against an aviation
industry that continues to grow, with air traffic
doubling every 15 years for the last three
decades. This trend has led to a steadily
expanding world fleet which is forecast to
double in size over the next 20 years, and a
leased element that is expected to grow from
40 per cent in 2015 to 50 per cent by 2035.
Building on a 30-year track record and led by
an experienced management team, AWAS is
focused on leveraging its deep relationships
with airlines, original equipment manufacturers
and financial institutions to continue delivering
class-leading aircraft and value.
In August 2017, Terra Firma sold AWAS to
Dubai Aerospace Enterprise, with the
business well-positioned to achieve future
success under new ownership.
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Lake Powell, Arizona, USA
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LETTER FROM THE HEAD OF
PORTFOLIO BUSINESSES, JUSTIN KING
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August 2017

Dear Stakeholder,
My first full year at Terra Firma was one of significant activity, both within our
organisation and across our portfolio, which I believe brought us a great
degree of success.
Andrew Géczy’s appointment as CEO helped form a new senior leadership
team; a team that we believe provides us with a significant point of difference
in European private equity today. In partnership with Guy and me, Andrew
led the implementation of a number of key changes in 2016, as part of our
collective drive to build an institutionalised alternative investment platform at
Terra Firma.
We have also made substantial progress in further strengthening our in-house
portfolio business team, appointing an Operational Managing Director,
Strategy Director and Planning Director, the latter of which will lead on UK
property planning input for Terra Firma’s portfolio businesses. All of these
external appointments bring significant experience to the operations team,
and have already made a hugely positive contribution to Terra Firma.
One of my priorities for the portfolio business team is to ensure that our
operational and financial specialists are fully aligned. This enables us to improve
operational performance throughout the investment lifecycle, demonstrating to
our investors that we are continually looking to build better businesses.
The exits we achieved in 2016 perfectly demonstrated this. A challenge
that we as private equity owners must overcome is to maintain operational
performance in our businesses despite distractions that sales processes can
bring. I was therefore pleased that both Odeon & UCI and Infinis’s landfill gas
business continued to deliver high performance throughout their exits.
TERRA FIRMA ANNUAL REVIEW 2016
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At Odeon & UCI, the business increased year-on-year revenues by over
£4 million to £367 million in the first half of 2016, on what had been a strong
previous year. Market attendance also increased by over one million, to
45 million over the same period. At Infinis’s landfill gas division, the business
continued to deliver in line with expectations over the half year period, with
output of 847,000 MWh and gross profits of £44 million. This was of critical
importance, as exit processes always involve uncertainty and require tenacity.
By ensuring that these businesses remained focused on implementing their
strategies until the very last day of our ownership, we delivered on our aim to
build better businesses that we believe will continue to create value under
new ownership.

PORTFOLIO
REVIEW

Our exits in 2016 laid the groundwork for further exits in 2017, with the
sale of Infinis’s onshore wind portfolio which completed in May and the
sale of AWAS which completed in August of this year. As we’ve previously
outlined to investors, we are positioning several of our remaining
businesses for exit and we continue to implement our strategy in those
which require further transformation. As such, 2016 brought a number of
operational highlights which demonstrated our approach to creating
sustainable value in these businesses.
At Four Seasons, embargoes reduced from a peak of 32 in August 2014 to just
two at the end of 2016. This is a great example of the continual operational
improvements we are driving across the Group. In addition, FSHC’s Quality of
Life Programme won Overall Best Customer Experience at the prestigious UK
Customer Experience Awards. FSHC was chosen ahead of more than 750
companies in a wide range of sectors, with its customer care home satisfaction
levels of more than 97 per cent being recognised.
At Wyevale Garden Centres, we strengthened the business’s management
team with the appointment of Roger Mclaughlan as CEO and Anthony Jones
as CFO; this was followed by my appointment as Chairman and Paul Emslie’s
as Trading & Marketing Director. With the introduction of a management team
with extensive retail experience, the business began to make substantial
progress in 2016 to implement key changes and turn its operational
performance around.
At CPC, we further improved the business’s portfolio through the sale and
leaseback of Carlton Hill Station and the sales of Humbert River Station and
three smaller Queensland stations, which provided capital to reinvest in
operational improvement initiatives.
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At EverPower, its 126 MW Cassadaga project, which is located in New York,
was advanced to the contract negotiation stage as part of the New England
Clean Energy Request for Proposals. The company expects to see an
increasing number of similar opportunities over the near future, reflecting
the strong demand for wind power in the US.

02

At RTR, we continued to achieve exceptionally high operational efficiency and
plant availability of over 99 per cent. We also completed the acquisition of nine
solar plants with a combined power generation capacity of 14 MW in 2016,
with the business’s total capacity reaching 330 MW at the year end.

PORTFOLIO
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At Annington, we continued to review options and create value on a site-bysite basis, with the business operating dual sales and rental strategies to allow
the MoD to maintain flexibility in its approach. The business also began to
explore potential growth opportunities in the UK private rental sector.
Ahead of our sale, Odeon & UCI achieved a top-quartile result in its
Organisational Health Index survey, rising from a third-quartile position just
three years ago. This was among the largest performance increases over a
two-year period ever recorded in McKinsey’s study, which reflected the
significant improvement in employee engagement and improved customer
experience that resulted from this. Our exit in 2016 marked the end of a hugely
successful business transformation, through which we created the largest
pan-European cinema operator and implemented best-in-class operational
performance across the Group.
At Infinis, we sold the business’s landfill gas activities, having successfully
transformed a group of non-core assets within a waste recycling business into
one of the UK’s leading renewable energy companies. Under our ownership,
Infinis’s landfill gas generating capacity grew from 57 MW to over 300 MW.
Together with the sale of the business’s onshore wind portfolio in 2017, the
Infinis realisation concluded one of Terra Firma’s most successful investments.
At AWAS, the business performed well ahead of its sale in 2017. It announced
an order with Airbus for an additional 23 A320 family aircraft to be delivered up
to 2018, and an additional 16 aircraft were added to its fleet during the 2016
financial year. Under our ownership, we have transformed the company to
better reflect the fast-changing market that it serves, and we are pleased to
have built a better business that can go on to further success in the future.
Finally, Welcome Hotels, a portfolio of three- and four-star hotels located
across Germany was acquired. In 2016, it launched a strategy to provide a
more targeted offering to its customers. We are now working to transform
and grow the business.
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Across our portfolio, we maintained our industry-leading reputation for
responsible investment and transparency. We supported our businesses in
driving their corporate social responsibility strategies and adhering to the
Private Equity Reporting Group guidelines, while seeking to lead by example
at Terra Firma. We have been a carbon-neutral business since 2012, and last
year we continued to support projects to offset our carbon footprint such as
the Darfur Low-Smoke Stoves Project, a Gold Standard climate initiative.
This was driven by our belief that better businesses build better societies.
By considering ESG factors, Terra Firma and its portfolio businesses can
benefit their wider communities. This in itself helps us to drive more
sustainable value creation.

PORTFOLIO
REVIEW

Our ability to attract and retain some of the most experienced and talented
professionals in their respective industries, both within our organisation and
across our portfolio, also demonstrated our commitment to developing
our people and building strong teams to help us create maximum value in
our businesses.
Next year we will continue to focus on successfully exiting several of our
businesses. I am also excited about the opportunities and challenges that
new investments may bring. I look forward to the role that the portfolio
business team will play in forming strategies for new acquisitions, overseeing
their transformation and creating value for both existing and future investors.
I am pleased to have become familiar with the people who help to drive our
firm’s success, both within Terra Firma and in our wider community. This
includes our portfolio business leadership, their colleagues and their customers.
The chance to meet our investors at Terra Firma’s annual conference in London
was also an important moment for Guy, Andrew and me, and I believe that we
are strongly delivering on the commitments we made last September.
Today, I feel very much part of the private equity community. I look forward to
continuing to work with all of our stakeholders over the coming years.
With best wishes,
Justin King
Vice Chairman & Head of Portfolio Businesses
A letter from Guy Hands, Chairman & Chief Investment Officer, can be found at
the front of this Annual Review.
A letter from Andrew Géczy, CEO, can be found in Section 3 – “Business and
Financial Review”.
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OUR BUSINESSES

Worldwide
aircraft
leasing

Pan-European
cinema
operator

Australian
cattle farming

Italian solar
energy

US wind power

Modern threeand four-star hotels
across Germany

UK elderly
and specialist
healthcare

UK plant and
garden-focused
retailer
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UK renewable
energy

02

UK residential
housing – sales
and rentals
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ANNINGTON IS ONE OF
THE LARGEST PRIVATE
OWNERS OF RESIDENTIAL
PROPERTY IN THE UK
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Annington began to explore
growth opportunities through
potential acquisitions in the UK
private rental sector

YEAR END: 31 MARCH

2016

2017

Revenue

£183m

£188m

EBITDA

£197m

£187m

£3m

£3m

490

248

Refurbishment cost
Units sold

40,500
1

HOMES IN
ANNINGTON’S
PORTFOLIO1

AS AT 31 MARCH 2017
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PORTFOLIO BUSINESS REVIEW – ANNINGTON
BUSINESS DESCRIPTION

Annington acquired 57,434 residential
properties in 1996, making it the largest
private owner of residential property in the
UK. Annington now owns around 40,500
homes. Over 38,000 of these properties are
rented under a 200-year lease by the MoD.
Annington was created to manage the
property portfolio leased to the MoD, and
to refurbish, rent and sell homes on the
open market upon their release. Annington
leases properties to the MoD in order for
it to provide housing for married Service
personnel and also to other private tenants.
Upon release, Annington sells properties
primarily into the UK ‘key workers’ market,
where there has been a long-term shortage
of supply.
CREATING VALUE
TRANSFORMING STRATEGY

The strategy for the newly created business
was to develop a flexible and cost-effective
refurbishment and sales capability to maximise
the potential from sites released by the MoD,
and to explore specific opportunities related
to either the existing portfolio or further
MoD housing requirements.

Since 2004, Annington has built or achieved
planning permission for more than 2,500
new homes, of which more than 500 have
been affordable homes.

PORTFOLIO
REVIEW

INVESTMENT CRITERIA

and the careful use of incentives, home
ownership has been made a realistic option
for those who have previously been priced
out of the UK’s property market. Annington
has sold nearly 19,000 homes to the public,
with the majority sold to first-time buyers,
and many to Service or ex-Service personnel.

02

Annington was created in 1996 to acquire
more than 57,400 residential properties
comprising the Married Quarters Estate from
the Ministry of Defence (the ‘MoD’), the
majority of which were immediately leased
back to the MoD. Annington refurbishes and
sells or rents homes on the open market
when they are released by the MoD as surplus
to its needs.

STRENGTHENING MANAGEMENT

The properties were acquired with no
management. A team was appointed to
establish an effective governance and
operating structure. Annington’s operating
model is based on a small core team that
uses outsourcing as a major tool to meet the
fluctuating requirements of the business.
DEVELOPING THROUGH CAPITAL EXPENDITURE

Capital expenditure has been deployed on
property and site improvements to maximise
the value from house sales. With the types
of properties that Annington owns, the
location and environment are very important
and it dedicates substantial investment to
creating an attractive environment and
‘street scene’ around the properties.
BUILDING THROUGH MERGERS
AND ACQUISITIONS

Annington has added value through planning,
redevelopment and infill development. It has
also used available cash to acquire additional
properties to lease to either the MoD or
private tenants. Annington continues to work
with the MoD to find innovative solutions
to its housing challenges and to look for
Annington created a flexible sales organisation opportunities to leverage its established
to deal with fluctuating numbers of properties management platform.
released in unpredictable geographic
locations. Through sensitive pricing strategies
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PORTFOLIO BUSINESS REVIEW – ANNINGTON
CURRENT DEVELOPMENT PLAN

LOWERING THE COST OF CAPITAL
TO CREATE EXTRA UPSIDE

The stable government-backed rental
cash flow from the leased estate, along
with proceeds from the sale of properties
released and Annington’s impressive track
record, have enabled the business to
maintain an appropriate level of leverage.

Annington continues to review options
and create value on a site-by-site basis.
The business operates dual sales and rental
strategies as appropriate and allows the
MoD to maintain flexibility in its approach.

PORTFOLIO
REVIEW

Annington generated £188 million of revenue
for the year ended 31 March 2017, £5 million
more than in 2016. This was a result of rent
increases arising from the December 2015
rent review, partially offset by the reduction
in rental income as units were released by
the MoD.

02

CURRENT FINANCIALS

Annington has successfully implemented
a consistent operational strategy during the
past 20 years. When surplus properties are
released by the MoD, they are refurbished
and rented or sold by the business on
the open market. Annington also bulk
leases properties to selected qualified
counterparties, such as housing associations,
where redevelopment is anticipated.

EBITDA for the year was £187 million,
£10 million less than in 2016, as a result
of a fall in property disposals.
248 properties were sold during the year
ending 31 March 2017; this was 242 lower
than in 2016 as a result of the bulk sales that
took place during the previous financial year.
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PORTFOLIO BUSINESS REVIEW – ANNINGTON

MANAGEMENT
James Hopkins
Chief Executive Officer

Nick Vaughan
Commercial Director

James joined Annington Homes Ltd as CEO
in 1998. Prior to Annington, James was
Managing Director of Hanson Land Ltd,
a property development and management
company established to undertake the
£1 billion Hampton ‘new town’ development
south of Peterborough. James was previously
at Hanson plc where he performed a number
of roles involving asset management
and property development, including
directorships of both subsidiary and joint
venture companies.

Nick joined the Annington Group in 1998 as
Financial Analyst and Programme Manager at
Annington Management Ltd before becoming
Commercial Director in 2001 and joining the
Annington board later that year. Nick joined
from The British Land Company plc where
he worked on a number of strategic property
projects and acquisitions and, prior to that,
Rosehaugh plc where he was Finance Director
of a number of group companies.

Andrew Chadd
Chief Financial Officer

Andrew joined the Annington board in 2003
before becoming Finance Director Designate
in July 2012 and then CFO in October 2012.
Andrew joined Nomura’s PFG (the predecessor
of Terra Firma) as a Finance Director in 1999.
In this role, he was involved in a number of
Terra Firma’s portfolio businesses, including
Annington, AWAS, Infinis, RTR and EverPower.
Andrew was seconded to EMI in 2007 where
he worked on a number of major initiatives,
including acting as CFO of EMI Music.
Andrew started his career at Unilever before
going on to finance roles at First Choice
Holidays and Dun & Bradstreet.
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Andrew Chadd, James Hopkins
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James Hopkins
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ANNINGTON

RIDE, RUN,
WALK OR TALK…
WHATEVER
IT TAKES
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In 2016, the company and the Annington Trust
had an impressively altruistic year, supporting
27 different charities through volunteering and
fundraising, and donating over £320,000.

Supporting Blind Veterans UK
Annington found a number of ways to support
the great work of Blind Veterans UK in 2016.
The charity enables blind ex-Service men and
women lead independent lives by helping
them to adjust to sight loss, overcome the
challenges of blindness and enjoy daily life.

Annington’s employee-led charity
committee selects the main organisations to
be sponsored and also decides on the many
one-off donations that the company will make.
Each charity has ‘champions’ who promote the
activities of their particular causes and inspire
others to get involved.

One example was Annington’s Quantity
Surveyor, Paul Hills, running a half marathon
for the cause. Others included the company’s
employees supporting the charity’s first ‘wine
tasting’ and its carol service and also spending
a weekend volunteering at the Blind Veterans
UK’s major fundraiser, the 100K London to
Brighton walk. Annington is also hosting a
portrait of Simon Brown, a Blind Veteran, at its
London office via the charity WARPaint to raise
more funds and further raise its profile.

Volunteering at The Connection
In 2016, Annington staff volunteered at The
Connection, London’s busiest homelessness
charity. The organisation supports people
away from the streets through specialist
services including a day and night centre,
street outreach, help finding employment and
specialist mental health and addiction support. Building Bag Books
Over three days in 2016, 22 Annington
The company’s volunteers helped out with the employees gave their time to help the
charity’s annual client surveys, escorted clients innovative charity, Bag Books, with building
of The Connection on a tour of the Museum of the books. This is the only charity in the world
London, took to the streets with collection
publishing multi-sensory books for people
buckets as part of a fundraising campaign and with severe or profound and multiple learning
donated 23 bags of clothing for the homeless disabilities and those with severe autistic
at Christmas.
spectrum disorders. These interactive books
are also hugely beneficial to those with visual
Brooke Armstrong-Bartrum, part of
and hearing impairments.
Annington’s administration team, said of the
client surveys, “It was a humbling experience,
hearing their stories; how they ended up on
the streets and how hard it is to get the things In 2016, Annington’s 34
we take for granted, like a bank account.
employees volunteered
It was good to hear about the positive effect
46 days to charitable causes
The Connection has on the homeless, even
the simple things like providing a shower,
a hot meal and a chat”.
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The Annington ‘Christmas Jumper Day’
and Secret Santa generated £685 in staff
donations for The Connection. This was
used to purchase goods for the charity
to be distributed amongst the homeless.

02

Annington has always believed in giving
back to the community, with employees
encouraged to suggest good causes
and get involved in any way they can.
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AWAS IS ONE OF THE
WORLD’S LEADING AIRCRAFT
LEASING COMPANIES
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AWAS added 16 new aircraft to its fleet
during the year
YEAR END: 30 NOVEMBER

2015

2016

Revenue

$1,214m

$956m

EBITDA

$1,022m

$835m

$289m

$247m

$1,240m

$806m

257

214

Operational Profit Before Tax
Capital expenditure
Number of aircraft

214
1

OWNED
AIRCRAFT1

AS AT 30 NOVEMBER 2016
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PORTFOLIO BUSINESS REVIEW – AWAS
BUSINESS DESCRIPTION

STRENGTHENING MANAGEMENT

At acquisition in 2006, AWAS owned
155 Airbus and Boeing aircraft, some
with attractive long-term leases and
many providing attractive rental yields.
Subsequently, Terra Firma acquired Pegasus
and merged the two businesses to create
one of the world’s leading aircraft leasing
companies. The aviation transportation sector
is an essential part of economic development,
with the world’s fleet expected to double
by 2035. Furthermore, demand for leased
assets is expected to increase as airlines shift
from owning to leasing aircraft.
AWAS was a non-core asset, which was
undermanaged and starved of investment
with an older-than-average asset portfolio
and no new aircraft on order. The business
had no real risk management framework
and had customer concentration issues.
Furthermore, the company had no centralised
authority, making communication and
decision-making ineffective and slow.

A new strategy was set out for AWAS
to adopt a customer-focused approach to
leasing, providing tailored customer solutions
and forward fleet planning. The business
introduced a new risk management framework
to actively manage credit and concentration
risk. As a result, AWAS has broadened the
range of owners it can work with, from national

TERRA FIRMA ANNUAL REVIEW 2016

The management team was strengthened
and the workforce rationalised shortly after
acquisition. AWAS’s operations were relocated
to a new headquarters in Dublin, Ireland,
which has a strong leasing community,
and the Pegasus operations were folded into
this. Substantial capital has been invested
to recruit industry-leading professionals to
AWAS’s technical organisational functions.
DEVELOPING THROUGH CAPITAL EXPENDITURE

AWAS successfully raised over $500 million of
additional equity in 2011, allowing the business
to actively acquire assets in the market and
fund a new order pipeline.
AWAS is resourced to capitalise on aircraft
investment and disposal opportunities
alongside a more traditional ‘buy and hold’
strategy. As part of this more active aircraft
trading strategy, the business opportunistically
sells off aircraft to enhance returns and to
help deliver its planned end-of-life
asset strategy.
BUILDING THROUGH MERGERS AND
ACQUISITIONS

As well as creating one of the world’s
leading aircraft lessors, the acquisition of
Pegasus realised more than $15 million of
synergies in the year of Pegasus’ acquisition,
while reducing the average age of the fleet
and providing an attractive order book. AWAS
continues to acquire aircraft portfolios to
provide customers with flexible solutions.

CREATING VALUE. BUILDING BETTER BUSINESSES.
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CREATING VALUE
TRANSFORMING STRATEGY

carriers with high credit ratings – who are
therefore able to secure the most competitive
leasing rates – through to smaller operators
who pay a premium for leasing their fleet.
Additional value was created by reducing
operating costs. The subsequent acquisition
of Pegasus added a further 82 owned aircraft
and a pipeline of 37 forward order aircraft and
diversified the portfolio.

02

AWAS is one of the world’s leading aircraft
leasing companies, with 214 owned aircraft
and an original equipment manufacturer
delivery pipeline of 23 aircraft as at the end
of November 2016. The business was formed
through a combination of the original AWAS
acquisition in 2006 and the follow-on
acquisition of Pegasus in 2007. AWAS
serves over 80 customers worldwide.
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PORTFOLIO BUSINESS REVIEW – AWAS
LOWERING THE COST OF CAPITAL
TO CREATE EXTRA UPSIDE

The portfolio sale of 84 predominantly young,
narrow-body aircraft to Macquarie and the
asset-backed securitisation of a portfolio of
28 low-yielding aircraft, announced in 2015,
were successfully completed in 2016. Full-year
revenue for the business of $956 million was
$258 million lower than the previous year
as a result of the smaller aircraft fleet.
Cost savings made throughout the year
contributed to an EBITDA of $835 million and
operational profit before tax of $247 million1.
CURRENT DEVELOPMENT PLAN

The air travel industry outlook remains
positive, with the International Air Travel
Association reporting a year-on-year increase
in revenue passenger kilometres of 7.6
per cent in November 2016. Airlines from
the Middle East and Asia Pacific continue
to see strong traffic growth.
Industry-wide aviation trends reflect the
net impact of a range of competing factors.
On the one hand, growth has suffered due
to the effects of political instability in certain
parts of the world, as well as the increased
threat of terrorism. On the other hand, the
upward trend in European international traffic
has resumed, suggesting a normalisation of
conditions in the region. Business confidence

PORTFOLIO
REVIEW

CURRENT FINANCIALS

During the year, AWAS announced an order
with Airbus for an additional 23 A320 family
aircraft. These were ordered alongside the
cancellation of AWAS’s ‘off-strategy’ order
of two A350s. The aircraft will be delivered
up to 2018, and AWAS has started to identify
strong placement prospects for them.

02

The business was repositioned to reduce risk,
with the acquisition of newer aircraft and the
introduction of credit concentration limits
and cash maintenance reserves. AWAS’s
capital structure has been actively managed
through the introduction of debt financing
for pre-delivery payments along with
unsecured debt and bond issuances.

has improved, while uncertainty remains
around the global economy and
economic policy.

During AWAS’s financial year, an additional
16 aircraft were added to the fleet. Of these,
four were purchased from another lessor
and 11 were acquired through purchase and
leaseback transactions. These investment
transactions allowed AWAS to further
strengthen its relationships in the secondary
market. In conjunction with these deliveries,
the business expects to dispose of a
number of aircraft in order to optimise asset
concentrations and to manage aircraft
that are approaching the end of their lives.
AWAS completed the sale of 64 of this type
of aircraft during its 2016 financial year.
SALE

On 24 April 2017, Terra Firma, alongside
co-investors and Canada Pension Plan
Investment Board, announced that it had
agreed to sell AWAS to Dubai Aerospace
Enterprise. The transaction completed in
August 2017.

	Before impairment

1
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PORTFOLIO BUSINESS REVIEW – AWAS

MANAGEMENT
David Siegel
Chief Executive Officer

Marlin Dailey
Chief Commercial Officer

David joined the business as CEO in 2016,
bringing some 32 years of relevant experience
to AWAS, including most recently as CEO at
Frontier Airlines Inc. Prior to Frontier, David
held a number of senior positions within the
global aviation industry including CEO of
US Airways, and senior roles in Continental
Airlines and Northwest Airlines. He has also
held senior positions in other sectors, serving
as CEO of Avis Rent a Car, and CEO of
global aviation caterer Gate Gourmet
Switzerland GmbH.
Simon Glass
Chief Financial Officer

Simon joined the business as CFO in 2011.
He has over 25 years of international business
experience in the banking and financial
services industries. Prior to joining AWAS,
Simon was most recently at the Royal Bank
of Scotland Group plc where he held the
position of Deputy Group Finance Director.
Over the past 20 years, he has held a number
of senior finance positions within the global
banking industry.
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Marlin was appointed CCO of AWAS in 2013.
He joined from The Boeing Company where
he served in several executive leadership roles
spanning a 32-year career including President,
Boeing Germany, Northern Europe, EU &
Africa, where he held corporate responsibility
for business development. Prior to this,
Marlin was Executive Vice President Sales
and Marketing of Commercial Airplanes where
he led the Boeing global sales force. Marlin
began his career with Boeing Commercial
Airplanes Sales in 1991 after initially joining
the company as an aerodynamics engineer.
Karl Griffin
Chief Operating Officer

Karl joined the business in 2007 and has
worked in the aviation industry for over 25
years. Prior to AWAS, Karl was Chief Technical
Officer at CIT Aerospace International. During
his time at CIT, Karl was responsible for the
technical and asset management of the CIT
fleet based in Dublin.
Prior to CIT, Karl held a variety of senior
management roles across the aviation
industry, including RBS Aviation Capital.
Karl commenced his aviation career with
Shannon Aerospace.
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Simon Glass, Robin Boehringer
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David Siegel
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AWAS

A GLOBAL
EFFORT FROM
THE AWAS TEAM
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PORTFOLIO BUSINESS REVIEW – AWAS

In 2016, AWAS again took a lead in
sponsoring and supporting a number
of worthwhile causes and charitable
organisations – with the effects of their
good work being felt from Ireland to
the US and South East Asia.

Pentathlon Ireland
The year also saw AWAS launch a new
initiative with Pentathlon Ireland (‘PI’) focusing
specifically on youth development through
sport in underprivileged schools and
communities. AWAS has committed to
supporting PI over the coming years and
helping disadvantaged communities engage
in non-traditional sporting activity.

Helping children in need
is a core part of the
AWAS Corporate Social
Responsibility charter

Orbis Ireland
AWAS continued to support Orbis Ireland into
2016, raising funds for its primary project of
preventing and curing avoidable blindness in
Ethiopia. The organisation focuses on
eliminating trachoma in the poorest and
worst affected regions of southern Ethiopia.
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AWAS employees raised money for Jack
& Jill through a number of fundraising
events during 2016, all of which were
matched by AWAS.

Being a responsible business
AWAS is committed to environmental
responsibility across the business. In its offices,
this is demonstrated through things such as
energy-reducing measures and encouraging
employees to take public transport or
participate in the Bike to Work scheme.
More widely, it comes through in the
company’s continued investment in modern,
fuel-efficient aircraft such as Boeing 787s
which achieve reduced emissions.

02

Supporting children and families affected
by neurological disorders
AWAS continued to support the Jack & Jill
Children’s Foundation in 2016 – raising a total
of over €36,000 – with the staff in Dublin
choosing to continue the relationship for the
next three years. The Foundation provides
nursing care and support for children in Ireland
with severe neurological development issues.
The Foundation also provides non-oncology
end-of-life care to babies and children up to
age four.

Local charities – worldwide
In 2016, the staff in the Miami office supported
The Learning Experience Charity, a leading
programme in South Florida that offers
children and young adults with varying
intellectual disabilities an uninterrupted
education from infancy through to adulthood.
And in the year when the tropical cyclone
Winston – the region’s strongest ever –
devastated South Pacific islands such as
Fiji, the Singapore office helped to support
those affected. The New York office
donated to the Dystonia Foundation, and
the Singapore office also supported the
Children’s Cancer Foundation.
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CONSOLIDATED PASTORAL
COMPANY IS THE LARGEST
PRIVATELY OWNED BEEF
PRODUCER IN AUSTRALIA

02
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REVIEW

CPC optimised its cattle station
portfolio during the year and
reinvested the proceeds into its
business improvement programmes
YEAR END: 31 MARCH

2016

2017

Revenue

A$163m

A$153m

EBITDA

A$38m

A$50m

Capital expenditure

A$3m

A$4m

Head of cattle (‘000)

347

320

320,000
1

HEAD OF
CATTLE1

AS AT 31 MARCH 2017
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PORTFOLIO BUSINESS REVIEW – CPC
BUSINESS DESCRIPTION

Consolidated Pastoral Company (‘CPC’) is
the largest privately owned beef producer
in Australia. Its operations include breeding,
grass- and grain-feeding cattle and domestic
and live export sales across 16 stations in
northern Australia and two feedlots in
Indonesia. It has a capacity to hold 400,000
head of cattle as at the end of March 2017.

Upon acquisition, Terra Firma introduced
a more commercial mindset to the business,
along with an analytical capability to identify
investment opportunities to develop existing
assets, explore new geographical markets
and make add-on acquisitions. CPC has
repositioned itself to be a customer-focused
marketer of beef, as well as a cattle producer.
CPC strives to be the industry leader in
operations and genetics, as well as financial
and administrative management.

BUILDING THROUGH MERGERS
AND ACQUISITIONS

Under Terra Firma’s ownership, CPC has
acquired six additional properties, bringing
additional breeding and grazing capacity
to support an increase in the size of the herd.
This has given flexibility in the way in which
cattle are bred, grown and marketed and it
offers defensive possibilities in times of
adverse climatic conditions.
In 2015, CPC increased its stake in its
Indonesian joint venture, JJAA, from
50 to 80 per cent to improve the business’s
portfolio performance and its position in
the beef supply chain. This makes CPC the
only Australian beef producer with a vertically
integrated offshore presence.
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CPC was an undermanaged and underinvested business when Terra Firma
acquired it in 2009. This presented a unique
opportunity to acquire assets with attractive
fundamental attributes and to assemble a
robust management team to reposition the
business into a well-capitalised, commerciallyfocused organisation.

CPC has undertaken a significant capital
investment programme to improve its cattle
stations and increase their cattle carrying
capacity. A number of strategic projects
have enhanced all-weather station access to
help drive year-round sales and reduce costs.
CPC has also invested in increasing the
productivity capacity of its land holdings
through developing land-care activities,
fencing, yards and new stock watering points.

02

At acquisition in 2009, CPC had nearly
285,000 head of cattle. The acquisition was
driven by global macroeconomic themes,
with demand for protein supported by an
increasing population and changing diets in
developing Asian economies. Australia is one
of the few major disease-free beef exporters in
the world, allowing it access to markets which
are restricted to other international suppliers.
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The existing operational team, which had
detailed knowledge of the herd and properties,
was strengthened by a number of senior hires
with decades of industry experience. Between
2014 and 2015, a new CEO and CFO were
appointed to lead the business through the
next stage of its transformation.
DEVELOPING THROUGH CAPITAL EXPENDITURE

INVESTMENT CRITERIA

CREATING VALUE
TRANSFORMING STRATEGY

STRENGTHENING MANAGEMENT

Contents

Chairman's Letter

1	Executive Summary

2	Portfolio Business Review

3	Business and Financial Review

4	Our Funds

5	Contact Information

PORTFOLIO BUSINESS REVIEW – CPC
CURRENT DEVELOPMENT PLAN

LOWERING THE COST OF CAPITAL
TO CREATE EXTRA UPSIDE

The Australian cattle industry has also
witnessed significant uplifts in land valuations.
This reflects considerable acquisition activity
in individual cattle stations and in large-scale
agricultural assets during the year from both
domestic and international buyers; this is
expected to continue.
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The integration of CPC’s Indonesian joint
venture, JJAA, has been completed, and the
business is now benefiting from an integrated
value chain and access to a higher price and
CURRENT FINANCIALS
growth market. The business has plans to
CPC performed strongly during its financial
increase its on-station capital investments in
year ending March 2017. Full year revenue was the coming financial year. This will increase
A$153 million, reflecting lower sales volumes
carrying capacity by up to 23,000 Adult
than the prior year, but continued strength
Equivalent heads.
in sales prices. At a macro level, Australian
cattle and live export prices remained high,
CPC continued to optimise its portfolio during
having strengthened significantly over the
its financial year, with the sale and leaseback of
past two years. The Eastern Young Cattle
Carlton Hill Station; the sale of Humbert River
Indicator, a widely used Australian cattle price Station; and the sales of three smaller
benchmark, hit an all-time high in August 2016 Queensland stations. The resulting proceeds
at A$7.26/kg. This was 26 per cent higher
are available to reinvest in future growth
than at the start of CPC’s financial year.
through a range of operational initiatives to
Prices remained strong at A$6.50 as at
increase productivity of both its cattle and its
31 March 2017.
land assets. In addition to the work underway
on improving herd productivity through its
These favourable prices led to significant
genetics strategy, CPC’s management team is
non-cash herd revaluation gains at year
also exploring various cropping opportunities
end. This, accompanied by cost savings,
to deliver further incremental value, and is
resulted in EBITDA increasing by 32 per cent
implementing further improvement initiatives,
to A$50 million.
including watering and fencing infrastructure.

02

Risk has been reduced through
the establishment of a forward-looking
management team, the creation of integrated
systems and processes, and a more diversified
geographical exposure for both production
and sales markets. The latter is being further
supported through partnerships and further
involvement along the supply chain. Over the
course of 2016, the business has lowered its
cost of capital through the successful sale
and leaseback of the Carlton Hill station.

CPC continued to implement its strategy to
develop the business into a highly productive
beef producer and market-focused cattle
and beef supplier. Its business plan comprises
improvement and growth initiatives, which are
focused on operational excellence, genetics,
portfolio optimisation and the ability to serve
South East Asian and domestic markets.
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PORTFOLIO BUSINESS REVIEW – CPC

MANAGEMENT
Troy Setter
Chief Executive Officer

Jim Hunter
Chief Financial Officer

Troy joined as CEO in 2014 with responsibility
for driving best-in-class operations at CPC.
Troy has more than 20 years’ experience
in agribusiness and most recently served
as COO at Australian Agricultural Company.
Troy previously held management positions
at North Australian Cattle Pty Ltd,
Killara Feedlot Pty Ltd and Torrens
Investments Pte. He began his career
at Twynam Agricultural Group.
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Jim joined CPC in 2015 and is a KPMG-trained
Chartered Accountant with 20 years’ financial
management experience within businesses
including News Ltd, Pfizer Animal Health,
Orica Explosives, RP Data and several
start-ups across the manufacturing, IT,
biotechnology, consulting and trading
industries. Jim brings a wealth of experience
in restructuring and merging/integrating to
drive growth.
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Jim Hunter

02

Troy Setter
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CPC

SHARING VALUES
AND BUILDING
COMMUNITY
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PORTFOLIO BUSINESS REVIEW – CPC

Developing skills and careers
CPC has been involved in the Real Jobs
Program since 2010 and has so far helped
30 indigenous people to develop the skills
they need to open up career opportunities.
This Northern Territory-focused programme
targets employment in the pastoral industry
through on-property experience and
accredited training, delivering benefits
not just to the participants but also to
their wider communities.
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Eight CPC properties have native title
determinations with agreements signed by
the local aboriginal Traditional Owners (‘TOs’).
This grants the TOs certain access rights to
land operated by CPC, allowing them to
continue traditional practices alongside the
company’s commercial activities.
Indigenous land use agreements
CPC leases land from the Twin Hills Aboriginal
Corporation, with up to 10,000 cattle running
on the property. As part of the agreement, the
Corporation manages the cattle and the land.
Supporting great music
CPC is a proud supporter and sponsor of an
aboriginal family band called Rayella from the
Marlinja Community at Newcastle Waters.
Rayella has toured nationally and lead singer
Elenor Dixon has become an empowering role
model for indigenous girls and women.

The Lake Woods Wetland
Biodiversity Asset
Protection project is a six-year
partnership between CPC and
the Australian Government
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The Lake Woods Wetland
Biodiversity project
The Lake Woods Wetland Biodiversity Asset
Protection project is a six-year partnership
between CPC and the Australian Government
set up to tackle the invasive weed Parkinsonia
aculeata that has been identified as a key
threat to the delicate environmental balance
of the area. Traditional owners from the
Longreach Waterhole and Lake Woods area
have played a key part in helping the project
through their knowledge of plants and
animals; insight that has been handed down
through generations. This work has also
led to the creation of a new indigenous-owned
and run business – Triple P Contractors
treat the weeds, map their distribution and
help to shape and deliver the project
management programme.

Protecting property rights
Native title is a property right which
recognises that some indigenous Australians
have a traditional right and interest in the land
– native title can co-exist with non-indigenous
property rights.

02

CPC has always strived to be a
responsible member of the community
in the locations where it operates.
As part of that commitment, it has
forged close links with some of
Australia’s most remote indigenous
communities, whether providing skills
training, protecting property rights
or working together to safeguard
local biodiversity.
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EVERPOWER IS ONE
OF THE TOP 20 WIND
ENERGY PRODUCERS
IN THE US

02
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EverPower’s 126 MW Cassadaga
project was advanced to the contract
negotiation stage as part of the
New England Clean Energy Request
for Proposals

YEAR END: 31 DECEMBER

2015

2016

Revenue

$95m

$106m

EBITDA

$60m

$50m

$6m

$12m

1,751

1,838

Capital expenditure
Generation (GWh)

752 MW
1

GENERATING
CAPACITY1

AS AT 31 DECEMBER 2016
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PORTFOLIO BUSINESS REVIEW – EVERPOWER
BUSINESS DESCRIPTION

STRENGTHENING MANAGEMENT

INVESTMENT CRITERIA

The company has also been professionalised
through the establishment of an
appropriate board, governance and
organisational structure.

EverPower is a top-20 US wind energy
development and generation company, with a
significant portfolio of assets in the North East
and West Coast power markets. Terra Firma
has grown the business’s operating capacity
by 12 times to 752 MW since its acquisition in
November 2009.

CREATING VALUE
TRANSFORMING STRATEGY

Since acquisition, EverPower has been
transformed from a development-focused
business into a growth-oriented, high quality
developer, and utility-scale owner and
operator of wind generation assets.
The business has been positioned to maximise
value through a combination of long-term
power purchase agreements (‘PPAs’) and
merchant trading positions.
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DEVELOPING THROUGH CAPITAL EXPENDITURE

Since the original acquisition, more than
$500 million has been invested in the
construction of new wind farm assets. This has
allowed EverPower, through both a targeted
procurement programme and well-established
relationships with all major suppliers, to build
out the portfolio quickly and at low cost.
BUILDING THROUGH MERGERS
AND ACQUISITIONS

Terra Firma has built EverPower into a
renewable energy generator of significant
scale with a generating capacity of 752 MW.
Along with building out four sites from the
development pipeline, Terra Firma has
focused on growing the business through
acquisitions. EverPower purchased the
150 MW Mustang Hills Californian wind farm
in 2012, followed by the 240 MW Big Sky
wind farm in Illinois in 2014.
LOWERING THE COST OF CAPITAL
TO CREATE EXTRA UPSIDE

Through rapidly and efficiently building out
the portfolio, EverPower has received US
government cash grants on all the projects
it has constructed, which effectively lowers
its cost of capital.
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Power generation is a core industry and the
US renewable energy sector is still growing,
driven by the desire for energy security
and supported by environmental policy.
The financial crisis was a difficult period for
the wind power sector, leaving many
companies under-capitalised and unable to
finance their development plans. This offered
an opportunity to enter the market at a low
point in the cycle, bring a disciplined approach
to construction and development costs
and to take advantage of the distressed
market to pursue further acquisitions
to generate scale.
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EverPower has seven operating wind farms
and a significant development pipeline.
Wind farms are an infrastructure-type asset
class with established project financing
channels and opportunities for long-term
power contracts.

EverPower has developed capabilities
across all critical optional functions, including
development, procurement, construction,
maintenance, commerce and finance.
This has been achieved by supplementing
the original management with selective
hires to broaden and deepen the team.
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PORTFOLIO BUSINESS REVIEW – EVERPOWER
By working with Terra Firma and leveraging
the team’s relationships and expertise,
the business has put in place low-cost,
competitive construction and project
financings at attractive levels. The team has
also successfully led the execution of privately
placed long-term debt and will continue
to seek to optimise the balance sheet.

EBITDA of $50 million was $10 million
lower year on year. This was mainly due to
management’s decision to accelerate some
spending on pipeline projects to move them
towards shovel-ready status and assist with
production tax credit (‘PTC’) qualification.
CURRENT DEVELOPMENT PLAN

EverPower is currently witnessing a strong
demand for renewable energy in the US.
The four-year PTC extension that was granted
in December 2015, the longest period of tax
subsidies the industry has seen, provided a
catalyst for the US renewable sector and in
particular wind development projects.
Decarbonisation policies from states and
corporates across the US are gaining
momentum and driving demand for
renewable energy capacity. A number of
states have continued to raise Renewable
Portfolio Standard targets which state that a
minimum portion of total energy must come
from renewable sources.
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Revenue of $106 million in 2016 was
$11 million higher than the previous year.
This was primarily due to merchant renewable
energy certificate (‘REC’) sales and power
swap revenues being $8 million higher than
in 2015. Production of 1,838 GWh was up
87 GWh compared with the prior year,
although this was partially offset by lower
merchant power prices.

As a result of the favourable market
environment, EverPower is focused on
advancing its 3 GW development pipeline.
By commencing initial construction work
on some of its projects, EverPower has
made considerable progress in qualifying
a large portion of its pipeline for the PTC.
Identifying commercial off-take opportunities
is a key focus for some of its late-stage
development projects and the business
intends to take advantage of the growing
PPA market. EverPower’s 126 MW Cassadaga
project, which is located in New York, was
advanced to the contract negotiation stage
as part of the New England Clean Energy
Request for Proposals.

02

CURRENT FINANCIALS

There are a growing number of PPA
opportunities in the market, largely driven by
corporates and utilities pledging to source a
specified and growing proportion of their
electricity from renewable sources. This is
expected to result in well over 50 GW of
new renewable installations by 2025.
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PORTFOLIO BUSINESS REVIEW – EVERPOWER

02

Jim Spencer

Michael Current

Jim founded EverPower in 2002 and has over
25 years’ experience in the power industry,
managing the development and financing of
energy projects. Prior to EverPower, he served
as an adviser to Renewable Energy Systems Ltd
and was instrumental in establishing its Asia
Pacific presence in NSW Australia. His earlier
roles included President of Sithe Asia Holdings
Ltd and Vice President of Prudential Capital
Corporation in the Utilities & Finance Group.

PORTFOLIO
REVIEW

MANAGEMENT
Jim Spencer
Chief Executive Officer

Andrew Golembeski
Executive Vice President
and Chief Operating Officer

Andrew is one of the founders of EverPower
and has more than 20 years’ experience in the
power industry. Prior to EverPower, he was
Vice President of Sithe Energies, Inc. Andrew’s
expertise spans a variety of technologies in
the US and internationally, and includes wind,
solar, coal, combustion turbines and
hydro plants.

Michael Current
Chief Financial Officer

Mike joined EverPower as CFO in 2015 and
has over 20 years’ experience in energy and
finance. He was previously with NRG Energy,
Inc. where he most recently served as Vice
President of Strategy and M&A. Prior to
joining NRG, Mike held various key financial
and planning positions in corporations such
as Entergy Corporation, Transocean, Inc.
and Longhorn Partners Pipeline.
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EVERPOWER

PARTNERING
WITH LOCAL
UNIVERSITIES
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PORTFOLIO BUSINESS REVIEW – EVERPOWER

EverPower has always sought to be a
part of the communities where it
operates. Whether it is sponsoring a
charity event or engaging the public
in information sessions during the
planning process, the company aims
to be an active and positive neighbour.

PORTFOLIO
REVIEW

Making the most of the wind
Since 2013, the company has been working
with Saint Francis University (‘SFU’) in
Pennsylvania on research to monitor two wind
sites – Kimberley Run and Terrapin Hills – in
order to collect data and study the feasibility
of wind.

The University’s Adverse Environment Rotor
Test Stand (‘AERTS’) laboratory has the most
advanced topic knowledge and facility to
recreate the real life conditions experienced
by wind turbines – so advanced that NASA
carries out its ice experiments there.
EverPower has made a donation to the
laboratory to help enhance its research
capabilities and has also provided several
turbine blade coatings that can be tested for
resistance to icing.
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As part of this commitment, EverPower
has built strong links with colleges and
universities close to its headquarters, from
speaking at student groups to partnering
on research projects.

The effects of ice on wind turbines
EverPower’s partnership with Pennsylvania
State University (‘PSU’) started in 2014 and
has been focused on researching the effects
of icing on wind turbine blades.

EverPower is keen to keep developing this
work, so has teamed up with PSU and a
leading coatings manufacturer to ask the US
Department of Energy to provide additional
funding. The funding will be used to carry out
a multi-year research project to develop and
At the Kimberly Run site, the project has
focused on collecting high resolution low-level test turbine coatings and also create a system
that identifies when icing is starting to form.
wind data from a highly portable Sonic
Detection and Ranging (‘SODAR’) unit that
EverPower’s partnerships with academia are a
scans from the surface to over 300m above
win-win. They play a key part in helping the
ground level. The team at SFU has assisted
EverPower with the logistics and maintenance company to develop leading edge technology,
of the unit, and also in providing feedback on while the universities benefit from their closer
new siting locations. At the Terrapin Hills site in ties with industry. Over the years to come,
EverPower is committed to strengthening its
Maryland, the teams have been working with
relationships with SFU and PSU, and to
wind monitoring equipment that has been
building new partnerships with other local
leased from SFU.
colleges and universities.
The aim of both projects is to profile the wind
at the sites in order to optimise the siting of
wind turbines. EverPower and SFU have jointly EverPower’s partnership with
produced wind resource maps based on the
gathered data, and also collaborated on siting PSU is focused on researching
a second meteorological mast.
the effects of icing on wind

turbine blades
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FOUR SEASONS HEALTH CARE
IS THE UK’S LARGEST
INDEPENDENT ELDERLY AND
SPECIALIST CARE PROVIDER

02
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REVIEW

FSHC won the Best Overall UK
Customer Experience Award for
its Quality of Life programme

YEAR END: 31 DECEMBER

2015

2016

Revenue

£745m

£747m

EBITDA

£55m

£73m

Capital expenditure

£49m

£45m

85%

88%

Group occupancy

400+
1

HOMES1

AS AT 31 DECEMBER 2016
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PORTFOLIO BUSINESS REVIEW – FOUR SEASONS HEALTH CARE GROUP
BUSINESS DESCRIPTION

The Group represented a compelling
opportunity to acquire a stalled, ex-growth
business with a strong position within a
changing industry. The strategic rationale
underlying the investment was underpinned
by the expectation that demand for care
is expected to grow over the long term,
driven by an ageing population in the
UK and associated public responsibilities
towards the elderly and disabled. The care
industry is undergoing a period of transition,
with financial and regulatory pressures on
operators and a highly fragmented market
structure, allowing the Group to consolidate
its position as a leading care provider.
At acquisition, Four Seasons owned around
60 per cent of the facilities it operated.
CREATING VALUE
TRANSFORMING STRATEGY

Upon acquisition, Terra Firma undertook a
detailed and comprehensive strategic review
of the business. This led to a reorganisation
of the Group into three separate businesses
with distinct customer propositions, which
offers exposure to significant growth
sectors within the industry.
Terra Firma has also taken steps to better
leverage the business’s scale, undertaking
a number of initiatives in workforce
management, facilities management,
procurement, pharmacy services and
food supply.

TERRA FIRMA ANNUAL REVIEW 2016

In segmenting the organisation, Terra Firma
recruited CEOs for each of the three
businesses, ensuring each has the leadership
focus necessary to drive further growth.
These CEOs have been empowered to set
up management teams to implement their
respective business strategies.
DEVELOPING THROUGH CAPITAL EXPENDITURE

The Group has undertaken a significant
capital expenditure programme to refurbish
the majority of homes in brighterkind, to
further develop the dementia proposition
within FSHC, to enhance the quality of care
through its industry-leading Quality of Life
(‘QoL’) Programme, and to develop additional
facilities in high-growth areas in THG with
a view to delivering better care, higher
occupancy and improved margins.

PORTFOLIO
REVIEW

INVESTMENT CRITERIA

STRENGTHENING MANAGEMENT

BUILDING THROUGH MERGERS
AND ACQUISITIONS

The elderly care market is highly fragmented
and, since acquisition, the Group has
completed a number of accretive add-on
investments. In 2013, it acquired a portfolio of
17 private-care focused homes which helped
bring scale to brighterkind. This was followed
by the acquisition of a further seven privatecare focused homes in 2014. Both portfolios
are operated under the brighterkind brand.
LOWERING THE COST OF CAPITAL
TO CREATE EXTRA UPSIDE

At acquisition, the business issued two
high-yield bonds to lower the Group’s cost
of capital. Further bank debt was arranged to
part-fund the two acquisitions. The business
is looking at longer-term options for its
capital structure.

CREATING VALUE. BUILDING BETTER BUSINESSES.

02

Four Seasons Health Care (‘Four Seasons’ or
the ‘Group’) comprises three separate
businesses: Four Seasons Health Care (‘FSHC’)
which provides care services with a particular
focus on dementia; brighterkind, which
focuses on private residential and nursing care;
and The Huntercombe Group (‘THG’), which
provides specialised services in mental health,
brain injury and neurodisability.
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PORTFOLIO BUSINESS REVIEW – FOUR SEASONS HEALTH CARE GROUP
CURRENT FINANCIALS

CURRENT DEVELOPMENT PLAN

Four Seasons successfully implemented
a number of key initiatives in 2016 to drive
operational transformation within its
three businesses.
The Group-wide focus was on maintaining
the highest quality of care for residents, whist
increasing new admissions, reducing agency
use, and addressing challenges in recruiting
qualified nurses. The three businesses each
implemented new marketing initiatives to
actively expand their enquiries pipelines from
potential residents and improve the rate at
which these enquiries are converted to new
occupancies. Care home occupancy increased
in 2016 year on year and, at 88 per cent, was
in line with the sector average.
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In FSHC, efforts to improve quality of care
have been supported by the roll-out of its
industry-leading QoL Programme, the use
of computer tablets to aid customer and
staff feedback, and the transformation of the
quality assurance process. In September 2016,
the QoL Programme won the ‘Overall Best
Customer Experience Award’ ahead of
more than 750 companies in a wide range
of business sectors. As a result, the Group’s
overall CQC rating has improved, with
58 per cent of FSHC homes now rated
’overall good’.
THG made good progress in improving
recruitment and retention rates of nurses
and support workers in 2016 through the
introduction of Academy development
programmes and the business’s ‘Grow Our
Own Nurses’ programme.
£2 billion of funding for social care over the
next three years was announced in the UK
government’s March 2017 Budget, whilst the
CQC also published a report highlighting the
severe impact of cuts in social care services on
the NHS. These are welcome developments
for the sector which show an increasing
awareness of the UK government’s historical
social care underfunding.
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The Group as a whole continued to invest
in its estate, with £45 million of capital
expenditure during the year.

Embargoes were successfully reduced from
a peak of 32 in August 2014 to two by the end
of 2016. This was reinforced by improvements
in the results of regulatory inspections.
The Group continues to drive the number
of embargoes down by being ever
more responsive to any concerns from
the Care Quality Commission (‘CQC’)
and other regulators.

02

The Group produced a strong operational
and financial performance in 2016,
with EBITDA of £73 million which was
£18 million, or 33 per cent, higher than in 2015.
An improved resident mix towards higher
acuity and private residents helped FSHC and
brighterkind increase their average weekly fee
rates compared with 2015. These increases
included the 40 per cent increase in NHS
Funded Nursing Care fee rates from April
2016 which, following years of limited growth,
was welcomed by the sector.

Contents

Chairman's Letter

1	Executive Summary

2	Portfolio Business Review

3	Business and Financial Review

4	Our Funds

5	Contact Information

PORTFOLIO BUSINESS REVIEW – FOUR SEASONS HEALTH CARE GROUP

Jeremy Richardson

Valerie Michie
Chief Executive Officer – THG

Robbie was appointed Chairman of
Four Seasons Health Care Group in 2016.
Robbie most recently served as an Operational
Managing Director of Terra Firma Capital
Partners, during which he was the Chairman
of Odeon & UCI Cinemas, Deputy Chairman of
the Supervisory Board of Deutsche Annington
and a director of AWAS. Previously, Robbie
held a number of senior positions at Vodafone
Group plc, including the role of Group
Financial Controller and the regional CFO
for Vodafone’s businesses outside
Western Europe.
Tim Hammond
Chief Executive Officer – FSHC

Tim was appointed CEO of FSHC in 2014,
the sixth organisation he has led. Tim most
recently served as CEO of Elior UK, a contract
caterer which operates over 600 restaurants
for business, education, care and several
other sector organisations. Previously, he ran
Barchester Healthcare and TGI Friday’s at
Whitbread. He has held other senior positions
at Whitbread and Unilever, and has been a
consultant at McKinsey & Company.
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Valerie Michie

Valerie joined as CEO of THG in 2014. Valerie
most recently served as the Managing Director
of Serco Health, and previously held senior
management positions at Serco Integrated
Services, Alfred McAlpine Business Services
and KPMG Consulting.
Jeremy Richardson
Chief Executive Officer – brighterkind

Jeremy joined as CEO of brighterkind in 2014.
He was most recently Executive Chairman
of Menzies Hotels, where he was responsible
for the turnaround of the business and its sale
in November 2013. He previously set up Kew
Green Hotels, which he grew to become one of
the UK’s leading hotel management companies,
before leaving to become a Director of Bourne
Leisure, the owner of Haven Holidays, Butlins
and Warner Leisure Hotels. He has also been
a consultant at Bain & Company.
Ben Taberner
Group Chief Financial Officer

Ben was appointed Group CFO in 2010.
He joined Four Seasons Health Care Group
in 2003 as Group Financial Accountant
with responsibility for the Group’s debt and
corporate restructuring as well as statutory and
investor reporting. Previously, Ben was a senior
manager at KPMG in London and Manchester,
focusing on the audit of international groups.
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MANAGEMENT
Robbie Barr
Group Chairman
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Tim Hammond
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FOUR SEASONS

DELIVERING
THE RIGHT CARE
WHERE AND WHEN
IT’S NEEDED
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PORTFOLIO BUSINESS REVIEW – FOUR SEASONS HEALTH CARE GROUP

Every year, thousands of older people
need an interim level of care that sits
between an acute hospital ward and
their own home.

Leading the way in intermediate care
Around 30 FSHC homes offer this service.
It’s part of the company’s involvement in
the NHS England Vanguard project, an
initiative developing new models of
intermediate care aimed at enabling the
discharge from hospital of patients whose
medical condition has been stabilised or at
reducing the need for admissions.
It’s an approach that is helping people like
Kitty to reach their rehabilitation goals, while
supporting their psychological and emotional
well-being. Health and care needs are met by
nurses and carers who are trained to look after
older people and those with dementia, and
the service has a dedicated GP, a consultant
geriatrician, occupational and physiotherapists,
and works with community health teams.
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A collaborative approach
Paul Hayes, Four Seasons’ National Director,
Commissioning Operations, is optimistic about
the impact of the programme. “So far it is
early days and we typically have between 400
and 600 patients being given intermediate
care in our homes at any time,” he says.
“Where this collaborative approach is being
actively used, it’s regarded as a success by the
hospitals and patients alike and it clearly
demonstrates enormous potential. It is
allowing acute hospitals to free up much
needed capacity, whilst at the same time
giving patients the opportunity for vital
rehabilitation and recovery before they
return home or have a community care
package arranged.”
With the interim care service already proving
its worth, both to the patients and to the
public purse, there is momentum to roll it out
more widely so even more people like Kitty
can benefit.

Intermediate care gives
patients the opportunity
for vital rehabilitation
and recovery before they
return home

CREATING VALUE. BUILDING BETTER BUSINESSES.
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Kitty is an example of someone who has
benefited. She was answering a call at her
front door when her knee gave way and she
fell, fracturing her hip. After being treated in
hospital, Kitty was discharged to an FSHC
home in Yorkshire to complete her recovery.
“I wasn’t fit and couldn’t go home. Here,
they are making me more mobile with
physiotherapy.” she says. “The staff are all so
cheerful and helpful and they really motivate
you. It’s not home, but it’s the next best thing.
You’re certainly well looked after.”

02

FSHC is working with NHS Clinical
Commissioning Groups and local authorities
to provide that alternative care solution,
making sure that patients can have the
support they need in a way that relieves
some of the pressure on an over-stretched
hospital system.

The wider advantages
There are clear financial advantages too.
Delays in discharging people from hospital
after treatment are at their highest level in the
five years since records began. As many as
8,500 patients a day may be affected and
so-called ‘bed blocking’ costs the NHS
£900 million a year, according to a
government-commissioned report by Lord
Carter. The difference in the cost of like-for-like
nursing care is also significant – in an acute
ward it can be around three times more
expensive than in a nursing home.
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TERRA FIRMA BUILT INFINIS
INTO ONE OF THE UK’S
LEADING RENEWABLE
ENERGY GENERATORS

02
PORTFOLIO
REVIEW

Terra Firma completed the sale of
Infinis’s landfill gas division, comprising
121 sites with a generating capacity of
over 300 MW, to 3i Infrastructure plc

644 MW

GENERATING
CAPACITY1

	COMBINED LANDFILL GAS CAPACITY AS AT 8 DECEMBER 2016
AND ONSHORE WIND CAPACITY AS AT 31 MARCH 2017

1
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PORTFOLIO BUSINESS REVIEW – INFINIS
BUSINESS DESCRIPTION

In 2003, Terra Firma acquired Waste
Recycling Group (‘WRG’), one of the leading
waste management companies and the
leading waste disposal operator in the UK.
In 2004, the UK assets of Shanks, the third
largest landfill operator in the UK, were
acquired by Terra Firma and merged with
WRG as part of its consolidation strategy.
The fledgling landfill gas division of WRG,
which had 57 MW of installed capacity at
acquisition, was identified as a profitable
growth business underpinned by the growing
focus on alternative energy sources and the
government financial incentives put in place
to encourage investment. The landfill gas
business had been undermanaged, with its
generating capacity underdeveloped and
most capacity outsourced to third parties.
CREATING VALUE
TRANSFORMING STRATEGY

In developing Infinis from a non-core
division of WRG, Terra Firma set up a separate
governance structure and installed a new
management team, appointing a new CEO,
CFO, Operations Director, Commercial
Director and subsequently a Head of
Wind Development.
DEVELOPING THROUGH CAPITAL EXPENDITURE

Infinis invested heavily in the roll-out of its
gas collection systems and engines, taking the
landfill gas-generating capacity from 57 MW
in 2003 to 301 MW in 2016. It also developed
a significant onshore wind business,
diversifying away from the original landfill
gas focus. Its total onshore wind capacity
reached 343 MW with a further organic
onshore wind development pipeline of
66 MW at the end of 2016.
Infinis established one of the industry’s most
advanced control and remote monitoring
centres, allowing the company to track the
environmental and operational performance
of its generating capacity across the UK
on a real-time 24/7 basis.
BUILDING THROUGH MERGERS
AND ACQUISITIONS

The company undertook a constant flow
In 2006, the landfill gas division was demerged of acquisition activity, selectively expanding
and enhancing its portfolio of operational
from WRG to create a standalone business,
Infinis, which retained the rights to the landfill and development assets.
gas produced from WRG’s landfill sites and
Acquisitions ranged from small opportunistic
used it as fuel to produce renewable energy
for the UK electricity grid. Infinis implemented transactions to relatively large strategic deals.
an organic development strategy to expand its Infinis’s acquisition of Novera Energy in 2009
added 143 MW of installed capacity, made up
landfill gas portfolio and overhauled its site
primarily of onshore wind and landfill gas with
operations through the establishment of an
a small hydro asset base, and increased its
industry-leading in-house engineering
TERRA FIRMA ANNUAL REVIEW 2016
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STRENGTHENING MANAGEMENT
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Terra Firma transformed Infinis from a
non-core, neglected group of assets into
one of the UK’s leading renewable energy
generators. In 2016, Terra Firma completed
the sale of the business’s landfill gas
portfolio, which was shortly followed by the
announcement of the sale of the onshore wind
portfolio in February 2017. The completion of
this sale concludes Terra Firma’s ownership of
Infinis and with it one of the firm’s most
successful ever investments.

capability. Through a series of acquisitions and
subsequent organic development, the
business diversified by adding onshore wind
and hydroelectricity generation to its portfolio.
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PORTFOLIO BUSINESS REVIEW – INFINIS
organic wind development pipeline. Under
Terra Firma’s ownership, the business grew
from one production site to 141 sites. Total
power generation capacity increased more
than 11 times from 57 MW to over 600 MW
through a combination of organic growth
and acquisitions.

In late 2013, Infinis refinanced its entire
operational wind portfolio with a secured term
loan facility, reducing the cost of debt by over
200 basis points. The transaction was named
‘European Onshore Wind Deal of the Year
2013’ by Project Finance Magazine.
SALE OF INFINIS

In November 2013, with Infinis well established
as one of the UK’s leading renewable power
generators, Terra Firma sold a 30 per cent
stake through an IPO, with gradual sell-downs
of its remaining stake envisaged over time.
However, by December 2014, it had become
clear to Terra Firma that a managed sell-down
of its investment in Infinis through secondary
offerings was unlikely to be achieved at a price
which Terra Firma believed reflected the
business’s underlying value.
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The diversification of its power generation
portfolio, increase in scale and the geographic
spread of its assets reduced the operational
risk of the business. In 2009, Infinis completed
a refinancing, providing the business with
£275 million of proceeds from a five-year
bond backed by the landfill gas assets.
In 2013, this bond was refinanced with a
£350 million six-year bond with lower
interest charges.

In December 2016, Terra Firma completed
the sale of Infinis’s landfill gas business to
3i Infrastructure plc. In February 2017, the sale
of Infinis’s onshore wind assets to institutional
investors advised by J.P. Morgan Asset
Management was announced. The transaction
closed in May 2017 and completed the sale of
all of Infinis’s operating assets. Under Terra
Firma’s 12-year ownership of Infinis, the
business was transformed from a non-core,
neglected group of assets into one of the UK’s
leading renewable energy generators. The
combined sales of Infinis’s landfill gas and
onshore wind portfolios has realised one of
Terra Firma’s most successful ever investments.

02

LOWERING THE COST OF CAPITAL
TO CREATE EXTRA UPSIDE

As a result, following constructive discussions
with Infinis’s board and management, in
October 2015 Terra Firma (through its holding
vehicle, Monterey Capital II SARL) made a
recommended cash offer for the Infinis shares
that it did not own, at a price of 185p per
share, to take Infinis private. The transaction
completed in December 2015.
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INFINIS

THE GIFT OF
TIME AND
ELBOW GREASE
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PORTFOLIO BUSINESS REVIEW – INFINIS

Mark is clear that it’s not just the good causes
that reap the rewards. “Taking part has huge
benefits for the company and for individual
staff members as well,” he says. “Colleagues,
who might often work alone or work in
other parts of the business, come together
as one team, learning new skills and meeting
different challenges.”

TERRA FIRMA ANNUAL REVIEW 2016

Hop Skip & Jump Centre Manager Emma was
delighted at the transformation and also at
the reaction of the youngsters. “Having 14
extra pairs of hands has been amazing,”
she said on the day. “The young people we
care for deserve creative, safe and playful
surroundings. Their faces when they arrive and
discover a huge new trampoline and tree-high
zip wire will be priceless.”

Volunteering in Practice’s
task was to install new
playground equipment,
cut back overgrown trees
and paint buildings

CREATING VALUE. BUILDING BETTER BUSINESSES.
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Help wherever it’s needed
VIP was launched in Infinis’s southern region
and led by the company’s volunteering
champion Mark Wiedeholz, who is also
Regional Operations Manager. It’s a yearround effort with a whole series of events that
see staff rolling up their sleeves and getting
stuck in to help anywhere from food banks
and homeless centres to environmental
charities and animal care sanctuaries.

14 extra pairs of hands
One of the first VIP events, which took place
on a very rainy day in November, saw a group
of Operations employees in the south-west
region turning up at the ‘Hop Skip & Jump’
centre, which provides respite care for children
and young adults in Cheltenham. The task for
the day was to install new playground
equipment, cut back overgrown trees and
paint buildings.

02

The Infinis Volunteering in Practice
(‘VIP’) initiative was inspired by the
company’s employees – they
overwhelmingly backed the idea
of giving up some of their time to
support local good causes. Since the
programme started in 2015, they’ve got
behind it in big numbers, picking up
paint brushes, spades, hedge trimmers
and more to help those less fortunate
than themselves.
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TERRA FIRMA BUILT
ODEON & UCI INTO
EUROPE’S LEADING
CINEMA OPERATOR

02
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Terra Firma sold Europe’s leading
cinema operator to AMC Theatres

2,236
1

SCREENS1

AS AT Q3 2016
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PORTFOLIO BUSINESS REVIEW – ODEON & UCI
BUSINESS DESCRIPTION

Odeon & UCI operates in the leisure industry,
providing an affordable entertainment service
to its customers. At the time of acquisition,
Odeon and UCI owned the freehold of some
of their prime cinema sites across the UK and
in Europe. Terra Firma acquired Odeon and
UCI as two separate businesses in late 2004
and merged them to create a leading
European cinema operator. Odeon had
historically suffered from a lack of clear
strategic direction. UCI, meanwhile, was
considered non-core by its previous owners
and had gone through a period of underinvestment. The merger of the two groups
offered the chance to unlock value through
integration savings and to take advantage of
opportunities for further consolidation within
the fragmented European cinema industry.
CREATING VALUE
TRANSFORMING STRATEGY

STRENGTHENING MANAGEMENT

Until UK competition clearance was received,
the two businesses were run by interim
CEOs seconded from Terra Firma. Thereafter,
new senior management, including the CEO
and CFO, were brought in to manage the
combined business, oversee implementation
of the new strategy and introduce clear
operational and investment discipline.
In 2014, a new senior management team
was put in place to lead Odeon & UCI through
its next phase of transformation, which saw
the business grow revenue market share in
all of its major territories, and Terra Firma’s
successful exit in 2016.
DEVELOPING THROUGH CAPITAL EXPENDITURE

Odeon and UCI were merged following
competition clearance in the UK,
generating significant synergies and other
cost improvements. The combined business
implemented initiatives to improve the
customer experience and drive revenue
growth, including improved seating, screens
and retail offerings. The introduction of the
Costa Coffee franchise in cinema lobbies
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From 2014, the business focused on its
differentiated strategy of delivering superior
operating performance through four focus
areas: commercial excellence to drive revenue;
transforming operations to improve the
customer experience; applying industry best
practice to maximise retail sales; and creating
a high performance culture with the most
motivated and guest-centric employees
in the industry.

Significant investment was made to enhance
the customer experience at Odeon & UCI,
including the opening of new sites and
installing state-of-the-art projection and
sound systems and premium seating
across all territories.

Odeon & UCI became Europe’s first fully
digital cinema operator following the
conversion of all screens to digital projection
technology, which was completed in 2012.
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was a particular success. The Odeon & UCI
platform was used to consolidate the broader
European cinema market.

02

Odeon & UCI Cinemas Group (‘Odeon & UCI’)
was transformed by Terra Firma into a leading
pan-European cinema operator with marketleading positions in the UK, Ireland, Spain and
Italy and a strong presence in Germany,
Portugal and Austria. In July 2016, the Group’s
sale to AMC Theatres was announced, with
the transaction closing in November 2016. It
was the first billion-dollar sale of a UK asset to
be announced following the UK’s EU
referendum vote.
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PORTFOLIO BUSINESS REVIEW – ODEON & UCI
Digital screens improved the customer
experience, reduced distributor costs and
boosted advertising revenue, as well as
enabling the projection of 3D films.

On 12 July 2016, AMC Theatres entered into a
definitive agreement to acquire Odeon & UCI
and the transaction subsequently closed on
30 November 2016. The business was sold
for approximately £921 million, comprised
of £497 million for the equity, of which
£375 million was in cash and the rest in
share consideration. The share consideration
is subject to lock-ups.

PORTFOLIO
REVIEW

The business also invested heavily in its people
development and employee engagement.
In 2016, Odeon & UCI ranked in the top
15 per cent of organisations globally in
McKinsey’s Organisational Health Index.
BUILDING THROUGH MERGERS
AND ACQUISITIONS

Odeon & UCI strengthened its leading
position within the European cinema market
through acquisitions in Spain, Italy, Portugal,
Germany, the UK and Ireland. In total, over
100 sites and 1,000 screens were added to the
Group’s portfolio through new site openings
and acquisitions, making Odeon & UCI
Europe’s largest cinema operator with 2,236
screens at 242 sites across seven territories at
the time the business was sold.
LOWERING THE COST OF CAPITAL
TO CREATE EXTRA UPSIDE

In 2007, after two years of improved
performance, the business was refinanced and
restructured by separating the UK properties
from the operational business. This refinancing
lowered the business’s cost of capital and
enabled Terra Firma to return funds to its
investors. In 2011, the company refinanced its
debt by issuing bonds to replace its operating
company bank finance, enabling it to finance
a number of acquisitions and further its
growth plans.
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A refurbishment programme was launched
in 2014 to provide luxury seating and a tiered
pricing structure was introduced in 2016
to expand the business’s customer offering.
The food and beverage range was also
broadened, with a focus on more
healthy options.

SALE OF ODEON & UCI
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ODEON & UCI

AN AWARDWINNING CULTURE
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PORTFOLIO BUSINESS REVIEW – ODEON & UCI
With Odeon & UCI’s people strategy and
employer brand development transforming
the business, the accolades have followed,
from ‘HR team of the year’ at the 2016 CIPD
People Management Awards and Personnel
Today Awards to ‘Employer of the year’ at the
BOC Business Brilliance Awards 2016.

Other initiatives included the appointing of
‘brand heroes’ to a fast-track talent
programme and ‘Sharetember’, a month
dedicated to knowledge-sharing to boost
team performance. Instant recognition has
also been critical to re-shaping working life
at Odeon & UCI, with a scratchcard system
playing a key part in rewarding great work by
colleagues at every level of the business.
TERRA FIRMA ANNUAL REVIEW 2016

HR strategy which has
transformed the way
colleagues interact with
the company and the
support they enjoy

CREATING VALUE. BUILDING BETTER BUSINESSES.

62

PORTFOLIO
REVIEW

This activity has been great for colleague
morale and the effects of this are clear to see
in the company’s Organisational Health Index
(‘OHI’) survey results which measure how
colleagues feel about working at Odeon &
In 2015, he recruited Chief People Officer
UCI. From 2014 to 2016, participation in the
Kathryn Pritchard with a mission to deliver
survey jumped to near 100 per cent levels
an award-winning culture that retained and
and the company’s overall OHI score rose
attracted the best employees. As part of
from the third to the first quartile. Most
this drive, a more inclusive ‘ask-listen-tell-act’
recently, Odeon & UCI’s score placed it in
approach was rolled out to all 9,500 colleagues
the top ten per cent of companies globally
across Europe, including new ideas on
who complete the survey.
supporting them at every stage of their
career journeys.
Odeon & UCI was also placed number 25 in
the Sunday Times 30 Best Big Companies to
It says a lot about the way Odeon & UCI thinks
Work For 2017 and 16th in Ireland’s Great
about its people that the new employer brand
Places to Work, as well as being awarded an
‘Be ODEON’ was given the same priority as a
excellence award for the Most Inspiring Place
consumer brand launch. It’s become not just a
to Work in Ireland.
logo, but an innovative HR strategy which has
transformed the way colleagues interact with
With support from the top down, Odeon &
the company and the support they enjoy.
UCI will continue to keep its colleagues
feeling empowered and trusted at work, and
2016 saw the launch of a number of employee
recognised and rewarded for a job well done.
initiatives to help the team live and breathe
the company’s refreshed values. The most
high profile was a vision and values campaign
featuring giant advent calendars and 28 days
‘Be ODEON’ is an innovative
of values-based activities.

02

People have been at the heart of
Odeon & UCI’s transformation strategy
since it was launched in 2014 –
and colleagues have been just as
much a focus as the cinema guests.
It’s an approach that was led by CEO
Paul Donovan who recognised that
delivering outstanding hospitality is
impossible without well-engaged
and happy teams in each cinema.
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RTR IS ONE OF EUROPE’S
LARGEST SOLAR
ENERGY PRODUCERS
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RTR increased its power generation
capacity by 14 MW in 2016 through
the acquisition of nine solar plants

YEAR END: 31 DECEMBER

2015

2016

Revenue

€149m

€146m

EBITDA

€121m

€120m

€2m

€1m

432

422

Capital expenditure
Generation (GWh)

330 MW
1

GENERATING
CAPACITY1

AS AT 31 DECEMBER 2016
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PORTFOLIO BUSINESS REVIEW – RTR
BUSINESS DESCRIPTION

RTR is one of the leading solar photovoltaic
(‘PV’) operators in Italy and among the largest
in Europe. The business has 330 MW of
installed capacity across 130 production
sites in Italy.
INVESTMENT CRITERIA

BUILDING THROUGH MERGERS
AND ACQUISITIONS

PORTFOLIO
REVIEW

Italy is dependent upon energy imports,
and increasing the supply through renewable
energy sources improves its self-sufficiency
whilst meeting its targets for reducing CO2
emissions. In a young and fragmented
industry, RTR offered the opportunity to
create a market-leading business through
consolidation and professional management.

RTR has made significant investment in
upgrading the effectiveness of its infrastructure.
Its industry-leading remote monitoring system
and central control room represent a key
competitive advantage over other players
in the market, and the business continues to
invest in a number of initiatives to increase
the operating efficiency of its solar plants.

02

RTR owns a portfolio of high quality
solar plants across mainland Italy, Sicily
and Sardinia, which produces over
420 GWh of electricity per year. Around
85 per cent of RTR’s revenue is fixed
under a 20-year ‘feed-in’ premium set
by the Italian government.

DEVELOPING THROUGH CAPITAL EXPENDITURE

Since the initial acquisition in 2011, RTR has
acquired a further six portfolios which have
more than doubled its installed capacity
from 144 MW to 330 MW. The business
has established itself as a key player in the
consolidation of the Italian PV sector.
LOWERING THE COST OF CAPITAL
TO CREATE EXTRA UPSIDE

Operating risk has been reduced through
developing high quality in-house asset
management, monitoring teams and
long-term contracts with Terna, the Italian
CREATING VALUE
national grid operator, for the maintenance
TRANSFORMING STRATEGY
of the existing PV installations, including
From a group of orphaned assets, RTR has
guarantees on equipment and production.
been developed into one of Europe’s leading RTR has also developed energy trading
renewable energy businesses through a
capabilities, allowing it to reduce its exposure
’buy and build’ strategy. Terra Firma’s previous to electricity price volatility. RTR is being
experience, through its investments in Infinis in de-risked through growing the scale of its
the UK and EverPower in the US, has enabled business which, together with its high level of
the establishment of best-in-class processes
cash generation, puts it in a good position to
and systems to professionalise operations.
negotiate with banks and counterparties.
STRENGTHENING MANAGEMENT

RTR was an asset-only acquisition. Terra Firma
put in place staff, systems and corporate
headquarters and recruited a top management
team to work with Terra Firma to scale the
business quickly and effectively.
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PORTFOLIO BUSINESS REVIEW – RTR
CURRENT FINANCIALS

RTR produced 422 GWh of power in 2016,
which was 10 GWh lower than the previous
year. The business’s solar plants continued
to perform well in terms of operational
efficiency and plant availability, which
continued to average over 99 per cent.

TERRA FIRMA ANNUAL REVIEW 2016

Since Terra Firma’s acquisition, RTR has grown
and optimised its asset base while developing
high quality, cost-efficient operational
processes. Six bolt-on acquisitions totalling
187 MW had been completed by the end
of 2016, with another one completed in early
2017. RTR has proven capabilities in identifying
and executing consolidation opportunities,
rapidly integrating them into its operational
platform and improving their performance.
The business is in a good position to consider
further consolidating acquisitions in 2017.
RTR has high quality monitoring and control
systems and operates at high levels of plant
availability. However, the business aims to
make continual improvements to its production
infrastructure, and more projects to further
improve energy yields are scheduled for 2017.
RTR is also assessing the potential application
of energy storage technologies to solar
generation and is well placed to take
advantage of the commercial opportunities
this could bring.
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2016 revenue was €146 million, which was
€3 million lower than in 2015. This reflected
both lower power production and reduced
electricity prices. However, the business
benefited from a reduction in property tax
applicable to solar installations and a firm
control on costs, resulting in EBITDA of
€120 million, which was €1 million below the
previous year.

CURRENT DEVELOPMENT PLAN

02

RTR earns revenue mainly from the Italian
government’s feed-in premium, which
accounts for around 85 per cent of revenues.
The feed-in premium rates are fixed, and
RTR has entered into price energy sales
contracts for around 90 per cent of its
forecast 2017 output and over 50 per cent
of its 2018 output. Approximately 15 per cent
of the business’s revenues come from
energy sales.
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PORTFOLIO BUSINESS REVIEW – RTR

Stefano Lagna

Ingmar was appointed CEO of RTR in
March 2017 and has been Chairman of RTR
since 2014. Ingmar has worked in the energy
industry for over 25 years and led a number
of growth-oriented businesses. He joined
Terra Firma in 2014 as Managing Director
in charge of investments in renewable
energies. Since 2016, he has worked as a
senior adviser to Terra Firma covering all
corporate energy and infrastructure-related
investments. In addition to his roles at RTR,
he is also a member of the Board of Directors
of EverPower, Terra Firma’s US-based wind
energy platform.
Prior to Terra Firma, Ingmar was in charge
of global business development at
Enel Green Power, where he was directly
responsible for a worldwide project pipeline
of around 30 GW and a global team of
180 people. Previously, he was responsible
for the marketing and sales of Enel Group’s
power and gas client portfolio in Italy.
Ingmar has also worked with E.ON and
Électricité de France.

TERRA FIRMA ANNUAL REVIEW 2016

Matteo Riccieri

Stefano Lagna
Chief Financial Officer

Stefano joined RTR as CFO in 2016.
Before RTR, he served as CFO at Slovenské
elektrárne, the incumbent nuclear and
conventional power generator in the Slovak
Republic which was part of the Enel Group.
He started his career at Procter & Gamble and
then joined Enel where he spent more than
15 years in roles including trading, distribution,
energy sales and telecommunications.
Matteo Riccieri
Chief Operating Officer

Matteo was appointed COO of RTR in 2016
after having worked with the company for over
five years as Regional Manager. Prior to this,
Matteo was head of project development
at BP Solar, a branch of BP plc, covering the
authorisation, construction and subsequent
sale of several utility-scale PV projects.
Additionally, Matteo was responsible for
supervising the production and sale of
energy from wind, hydro and biomass
plants at BP.
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MANAGEMENT
Ingmar Wilhelm
Chairman and Chief Executive Officer

02

Ingmar Wilhelm
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RTR

SUPPORTING
THE PEOPLE
OF AMATRICE
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PORTFOLIO BUSINESS REVIEW – RTR

Raising funds for Amatrice
RTR’s staff also wanted to contribute and got
together to raise funds for a charity operating
in the town of Campotosto, near Amatrice.
The money raised is going to local people
to help them pay for basic daily necessities
such as housing and heating. For many,
normal life is still on hold, so this kind of
help is absolutely critical even many months
after the earthquake.

It is important to continue

The donation was delivered by Enzo Matticoli,
to support the people of
RTR’s Health, Safety and Environment
Manager. He handed over the books during
Amatrice, even after the
‘Santa Claus in Amatrice’, an event in which
media attention goes away
almost 100 children and adults, dressed in the
traditional red suit with white beard, followed Enzo Matticoli
Health, Safety and
the ‘real’ Santa Claus along the streets of
Amatrice. The day, backed by the state police, Environment Manager, RTR
Unicef, local fire fighters and other regional
groups, gave some much-needed support
and seasonal good cheer to the children and
families of the town.
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CREATING VALUE. BUILDING BETTER BUSINESSES.

68

PORTFOLIO
REVIEW

The journey back to normality
One of the first projects RTR contributed to
was ‘Amatrice: l’alba dei piccoli passi’, a
charitable association started by a group of
parents. It was set up to provide immediate
therapeutic and educational help to the area’s
young people and also to focus on long-term
goals such as building a new nursery school.
RTR heard about the initiative through the
rescue team that was among the first on the
scene after the quake, and the company has
since donated a large amount of books and
teaching materials.

A personal connection
Enzo spelt out the importance of the event.
“We are very proud of this initiative,” he said.
“Most of our colleagues have friends or
relatives who live in Amatrice and that’s why
we decided to get personally involved in
helping. We will keep doing this through
future projects because we believe that it is
important to continue to support the people
of Amatrice, even after the media attention
goes away.”

02

On 24 August 2016, the region around
Amatrice in Italy was struck by a
devastating series of earthquakes.
Whole towns and villages were levelled
in this mountainous region and over
200 lives were lost. In the months since,
RTR has found a number of ways to join
the efforts to support this community
as it works to recover and rebuild.
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WELCOME HOTELS IS A
PORTFOLIO OF MODERN,
WELL-MAINTAINED
THREE- AND FOUR-STAR
HOTELS ACROSS GERMANY

PORTFOLIO
REVIEW

Terra Firma acquired 12 hotels from
Haus Cramer Group in Germany

150,000
1

GUEST NIGHTS
EACH YEAR1

AS AT 31 DECEMBER 2016
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PORTFOLIO BUSINESS REVIEW – WELCOME HOTELS
BUSINESS DESCRIPTION

Welcome Hotels is a portfolio of modern,
well-maintained three- and four-star hotels
across Germany which cater to a mixed client
base of business (meetings, incentives,
conferences and exhibitions) and leisure
customers. Each year around 150,000 guest
nights are spent and over 5,000 events are
hosted at Welcome Hotels.

The hotel market in mid-tier German cities is
fragmented, consisting primarily of sub-scale
independent groups; this presents an
opportunity to expand Welcome Hotels’
presence across the region. There is also
significant scope to further develop the
brand and increase its recognition.
Over the past decade, the German hotel
market has shown significant growth and a
high degree of resilience, particularly during
the financial downturn after 2008. This robust
performance has been driven by the highly
domestic nature of the German hotel market.

CREATING VALUE
TRANSFORMING STRATEGY

Terra Firma is building a scalable platform
with a broad focus on the German Mittelstand
market. This will be developed through a
customised strategy for each individual hotel
to cater to its targeted customer groups.
By enhancing and implementing a more
targeted offering across the portfolio,
Terra Firma aims to improve room rates
and occupancy. The Group will continue
to attract business travel and events, which
provide highly stable revenue streams,
while enhancing its leisure offering to
improve occupancy throughout the week
and calendar year.
STRENGTHENING MANAGEMENT

Upon acquisition, Terra Firma appointed
a new CEO, CFO and Head of Sales to
establish a sustainable growth platform.
DEVELOPING THROUGH CAPITAL EXPENDITURE

Terra Firma has developed a maintenance
and capital expenditure programme to
refresh the current hotel portfolio, which will
enhance the customer experience and drive
operational improvements.
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In 2016, Terra Firma acquired 12 threeand four-star hotels from Haus Cramer Group,
owned by a family which had decided to focus
on its core brewery business. As part of the
transaction, Terra Firma acquired several of the
freehold titles to these hotels.

02

INVESTMENT CRITERIA

The majority of Welcome Hotels’ customers
are business clients from the German
‘Mittelstand’, an economic group representing
small-to-medium enterprises and larger,
usually family-owned, organisations that forms
the backbone of the domestic German
economy. The Mittelstand is spread across the
country, with a high concentration in secondand third-tier cities, which leads to high
demand in these areas.
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PORTFOLIO BUSINESS REVIEW – WELCOME HOTELS
CURRENT DEVELOPMENT PLAN

BUILDING THROUGH MERGERS
AND ACQUISITIONS

Welcome Hotels’ platform provides an
opportunity to consolidate a fragmented
mid-tier hotel market and benefit from
efficiencies of scale.
LOWERING THE COST OF CAPITAL
TO CREATE EXTRA UPSIDE

The German hospitality industry performed
strongly in 2016, driven by a continued
increase in overnight stays. This was primarily
due to higher demand from domestic guests,
along with growth in foreign travel to Germany.

TERRA FIRMA ANNUAL REVIEW 2016
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CURRENT FINANCIALS

A regional sales team is being established
to grow targeted customer groups and this
will be supported by a central sales team.
Terra Firma will also invest in building an
industry-leading accounting and finance
function to support the business’s continuing
development and growth.

02

As the Group’s scale increases, Terra Firma
aims to pursue financing options to lower
the cost of capital.

Prior to Terra Firma’s acquisition, Welcome
Hotels lacked a distinctive marketing position
and customer offering. The business is
performing a detailed, site-by-site review to
determine each individual hotel’s positioning
and develop its service offering accordingly.
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PORTFOLIO BUSINESS REVIEW – WELCOME HOTELS

MANAGEMENT
Christian Kettlitz
Chief Executive Officer

Christoph Scherk
Chief Financial Officer

Christian joined the business as CEO in 2016.
He previously advised Terra Firma on the
hospitality sector as well as the acquisition
of Welcome Hotels. Prior to that, he held CEO
positions at two international hotel groups,
Malmaison and Azimut Hotels, where he
managed international hotel portfolios of
13 and 22 hotels respectively. He started
his career in the hotel industry at Ramada
Hotels and after its acquisition spent many
years with Marriott Hotels.

TERRA FIRMA ANNUAL REVIEW 2016

Christoph joined the business as CFO in
2016 following the acquisition by Terra Firma.
Before joining Welcome Hotels, Christoph
was CFO of International Hospitality Service
Group. Prior to that, he held several CFO
positions at Worldhotels, Trust International
(now part of Sabre Hospitality Solutions) and
the Arabella Hospitality Group.

CREATING VALUE. BUILDING BETTER BUSINESSES.

72

PORTFOLIO
REVIEW

Christoph Scherk

02

Christian Kettlitz
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WELCOME HOTELS

ATTRACTING
AND TRAINING
TOP TALENT
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PORTFOLIO BUSINESS REVIEW – WELCOME HOTELS

Commitment, enthusiasm and
motivation aren’t just the qualities that
Welcome Hotels look for in its trainees
– they’re also words that can describe
the company’s own approach to its
training programme.

was rolled out to the Wesel Hotel, with
Welcome Hotels aiming for chain-wide
certification soon.
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In line with the company’s commitment to
offering best-in-class training to match the
service levels it offers, the Welcome Hotel
in Darmstadt began issuing the ‘Exzellente
Ausbildung’ (‘Excellent Training’) certificate
in 2015. The certificate was launched by
the Hoteldirektorenvereinigung Deutschland,
the German association of hoteliers, and
recognises those hotels with an exemplary
approach to training. Last year, the system

02

Supporting the trainers
As part of this drive, the company introduced
an ‘Ausbildung der Ausbilder’ (‘Train the
Trainer’) programme in collaboration with the
Welcome Hotels works hard to give young
Chamber of Industry and Commerce at the
people a chance to look behind the scenes of end of 2016. It saw 30 future trainers gaining
the hotel business and see for themselves the insight through theoretical principles and
kind of roles and promotion opportunities it
practical exercises. As well as learning how to
can offer, even to those without a college
plan and deliver traineeships, they developed
degree. The team goes out to schools, careers their understanding of how to help trainees
days and training fairs to reach out to young
prepare for and pass exams.
people, giving them a platform to network
and to ask questions about training and how
It all adds up to a solid foundation for future
to apply. It’s also recently raffled off discovery training, and an approach that gives young
experiences on Facebook that include a
people – and their parents – confidence
two-day stay at a hotel.
that Welcome Hotels is an employer
investing to help all of its people build
A taste of working life
quality, long-term careers.
Once the trainees are on board, close
mentoring is a key feature of their training from
start to finish. The induction includes a onenight stay at the training facilities, an extensive The ‘Train the Trainer’
tour, a packed company information folder
programme was introduced
and a welcome gift, giving the newcomers a
in 2016 in collaboration
real taste of working life to come. There are
with the Chamber of
also regular meetings and career planning
sessions. On the job training is key and
Industry and Commerce
‘Trainees in the executive chair’ is a popular
initiative where trainees take over a hotel’s
operational management for one week.
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WYEVALE GARDEN CENTRES
IS THE LARGEST GARDEN
CENTRE BUSINESS IN
THE UK

02
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WGC strengthened its management
in 2016 through four new senior hires
with extensive retail experience

YEAR END: 31 DECEMBER

2015

2016

Revenue

£311m

£325m

EBITDA

£42m1

£29m

£56m

£32m

151

151

Capital expenditure
Number of sites
1

 015 EBITDA is shown after reclassifications for consistent presentation of
2
recurring and non-recurring items

151
1

SITES ACROSS
ENGLAND AND
WALES1

AS AT 31 DECEMBER 2016
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PORTFOLIO BUSINESS REVIEW – WYEVALE GARDEN CENTRES
BUSINESS DESCRIPTION

Wyevale Garden Centres (‘WGC’) is the largest
plant- and garden-focused retailer in the UK,
with 151 sites across England and Wales. The
business has three sources of income: the sale
of gardening and associated retail products;
on-site food and beverage outlets; and lease
income from concession space let to thirdparty retailers.

When Terra Firma acquired WGC in April
2012, the business had been both capitalconstrained and underinvested. As a result,
it had been unable to take full advantage of
growth opportunities in its existing portfolio
or consolidation opportunities.
At acquisition, the business had a portfolio of
129 garden centres, of which 70 were freehold.
The sites operated under various brand
names with a large variability in sales density,
controllable costs and profitability. The
business’s estate is difficult to replicate under
UK planning restrictions and has long-term
potential for alternative use.
CREATING VALUE
TRANSFORMING STRATEGY

Following the acquisition of WGC, a business
plan was developed to establish a national
brand, consolidate the sector, weather-proof
the business and realise the alternative use
value of its large freehold estate.

In 2016, WGC implemented a new business
plan comprising seven strategic pillars to fix
core systems, processes and supply chain
assets. The business is now focused on
re-establishing underlying sales, growing
profitability and building a solid platform for
future growth.
STRENGTHENING MANAGEMENT

Since acquisition, WGC’s management team
has been significantly strengthened according
to business needs. Following the acquisition in
2012, a team was appointed to lead the
business through the first phase of its
transformation. In 2016, a new senior leadership
with extensive retail and private equity
experience was formed, including a new CEO,
CFO, Trading Director, Supply Chain Director
and Retail Director. Terra Firma’s Vice Chairman
and Head of Portfolio Businesses, Justin King,
also assumed the role of WGC Chairman.
DEVELOPING THROUGH CAPITAL EXPENDITURE

As part of a targeted store investment
programme that began in 2013, the business
has refurbished 47 garden centres and added
around 240 new concessions, creating 27 new
café offerings.
1

ONS Social Trends: lifestyles and social participation, 2011
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Gardening is a key part of British culture:
almost half of all adults participate in
gardening, rising to nearly two-thirds of those
aged 45 and over1. More than eight out of
10 UK households have a garden.

02

INVESTMENT CRITERIA

Terra Firma carried out a detailed site-by-site
analysis which highlighted the opportunity to
free up underutilised space to develop food
offerings and concession space. This strategy
to deseasonalise the business provided
customers with more reasons to shop at
WGC garden centres. The business also
undertook a full product range review and
changed its supply base to one supported by
a central supply chain. The extent of this
change proved to be too much for the
business’s underlying systems and supply
chain. Poor implementation of this strategy
combined with particularly challenging
weather conditions in 2015 led to sales and
profit declines.
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PORTFOLIO BUSINESS REVIEW – WYEVALE GARDEN CENTRES
WGC has sought to benefit from its scale by
moving to a fully centralised integrated supply
chain. A more suitable IT infrastructure is also
being developed along with an online multichannel retail offering.
BUILDING THROUGH MERGERS AND
ACQUISITIONS

The business is focused on investing in its
existing estate and will seek to resume its
acquisition programme in 2018.
LOWERING THE COST OF CAPITAL TO CREATE
EXTRA UPSIDE

In June 2016, WGC successfully completed a
sale and leaseback of five garden centres,
adding to the sale and leaseback of eight
garden centres in 2015. The proceeds of
these transactions were used to pay down
debt, invest in the core retail estate and
make acquisitions.
CURRENT FINANCIALS

2016 was a year of transition for WGC, which
was reflected in the business’s financial
performance. The original transformation
programme encountered significant
challenges against a backdrop of adverse
weather with a resulting impact on footfall.
Year-end revenue was £325 million which,
whilst it was £14 million higher than in 2015,
was lower than was lower than expected,
particularly during the business’s crucial March

TERRA FIRMA ANNUAL REVIEW 2016

Core retail initiatives introduced in 2016 are
expected to bring improved financial results
in 2017.
CURRENT DEVELOPMENT PLAN

Under the new management team’s
leadership, the business is focused on
improvements to its retail operations. This has
involved investing in a number of core systems
and processes essential to transforming the
business into a professional retailer. The new
management team has also begun to extract
the benefits of the central distribution centre
by renegotiating its suppliers’ agreements.
This is leading to better stock procurement
and management. The combination of these
developments, alongside the ongoing
investment in stock management and
replenishment systems, will lay the foundations
to improve product availability and reduce
unintended discounts and wastage, and
develop a solid platform for future growth.
In the final quarter of 2016, WGC softlaunched a new transactional website to a
selection of Garden Club members in order
to test performance, stability and operational
readiness; a full launch is expected in 2017.
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In 2016, the business completed the
acquisition of two sites: Wolds View Garden
Centre in Lincolnshire and Woodcote Green
Garden Centre in Surrey, one of the three
largest garden centres in the UK by sales.

Gross profit margins were slightly lower than
2015. This was mainly driven by the business’s
decision to accelerate stock clearance to
eliminate legacy stock issues. EBITDA in
2016 was £29 million, which was 31 per cent
lower than in 2015. Capital expenditure was
reduced from £56 million in 2015 to £32
million in 2016, as the business refocused on
core retail operations.

02

Under Terra Firma’s ownership, WGC has
acquired 25 sites and closed three, bringing
the Group’s portfolio to 151. This is more than
four times the number of sites as the next
largest garden centre group.

to June selling period. Footfall conversion was
also affected by stock availability issues and
supply chain weaknesses.

Contents

Chairman's Letter

1	Executive Summary

2	Portfolio Business Review

3	Business and Financial Review

4	Our Funds

5	Contact Information

PORTFOLIO BUSINESS REVIEW – WYEVALE GARDEN CENTRES

MANAGEMENT
Roger Mclaughlan
Chief Executive Officer

Anthony Jones
Chief Financial Officer

Roger joined the Group as CEO in March
2016, bringing over 25 years’ experience in
the retail industry. Prior to joining the Group,
Roger was the UK Managing Director of
Toys “R” Us between 2012 and 2015 where
he led the retailer through a major turnaround.
Previously, Roger has held various roles across
a number of national corporations, including
serving as the Managing Director at Asda
Living where he grew the non-food standalone
business between 2008 and 2011. He also
served as the Managing Director at Holmes
Place between 2006 and 2008 and has held
executive roles at Woolworths South Africa,
Marks & Spencer and Stylo Group.

TERRA FIRMA ANNUAL REVIEW 2016

Anthony was appointed CFO in 2016 and has
over 20 years of relevant experience within
a range of retail and consumer environments.
Before joining the Group, he was Executive
Vice President and CFO of WaterfordWedgwood-Royal Doulton (‘WWRD’), a
portfolio of iconic luxury home and lifestyle
brands. During eight years at WWRD,
Anthony played a pivotal role in the private
equity backed transformation of the business
into a successful and highly profitable
company culminating in its sale to Fiskars
Corporation in 2015. Prior to this, Anthony
was Group CFO at Thorn, a previous
Terra Firma portfolio company.
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Anthony Jones

02

Roger Mclaughlan
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WYEVALE GARDEN CENTRES

WHERE
VOLUNTEERING
IS FLOURISHING
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PORTFOLIO BUSINESS REVIEW – WYEVALE GARDEN CENTRES

WGC also carried on the hugely successful
‘Boxes of care’ NSPCC initiative which sees
children grow tomato plants in therapy
sessions. For the second year running, the
company supplied 700 tomato-growing kits to
36 NSPCC therapy centres. To date, WGC has
raised £959,000 for the NSPCC.

Making a positive impact
WGC has also focused on its sustainability
efforts. The company has made great
Volunteering to spread the joy of
progress in reducing energy wastage in
the garden
centres through the installation of energy
There is always a big contingent of WGC
management systems and LED lighting,
colleagues using their volunteering days to
reducing overall utility usage by up to
offer hands-on support to local and national
20 per cent. Each centre has a dedicated
charities. One of the recent highlights was a
‘Environment Champion’ who is tasked with
team of garden centres working together to
create a playful ‘secret garden’ in the Midlands championing initiatives to reduce utility usage
and improve the disposal of waste materials.
Marie Curie hospice, creating a safe space
This, and company-wide in-centre recycling
for children to enjoy when visiting patients of
and utility wastage competitions, has resulted
the hospice.
in achieving 36 per cent landfill avoidance.
Once the scrubland site had been cleared,
blue stone chippings were placed in a pathway
amongst the trees to create the illusion of a
2016 was the year that WGC
river bed, toadstools and fairy doors were
exceeded £1 million in its
hidden around the area, and bulbs were
planted ready for spring. The team, made up
fundraising for Marie Curie
of a mix of charity champions, Garden Centre
Assistants and General Managers, spoke of
the experience being a privilege and giving
them a greater appreciation of how important
a beautiful garden can be to both the hospice
patients and their families.
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A milestone for Marie Curie
2016 was the year that WGC exceeded the
£1 million mark in its fundraising for Marie
Curie – the equivalent of donating over
50,000 hours of nursing care. This year’s tally
saw colleagues holding cake sales and raffles,
running marathons and, in the case of HR
Director Lisa Cherry, taking part in a 14km
Thames swim. Over £70,000 was raised over
the Christmas period alone, more than double
the amount raised in 2015.

Strengthening ties with the NSPCC
WGC has long supported the NSPCC through
the donation of proceeds from selling tickets
for the garden centres’ soft play areas. In 2016,
in-centre fundraising events were introduced
for the first time, with proceeds from the Little
Digger’s Mother’s Day activity donated to the
charity. Children planted tulip bulbs in pots
they decorated with NSPCC characters and
craft materials, giving them as gifts on
Mother’s Day.

02

Every year, the team at WGC dedicates
a great deal of time and energy to
supporting the good causes that are
special to them. In 2016, their efforts
extended from sponsored swims to
creating a secret garden, cementing
the company’s partnerships with two
of the country’s best-loved charities.
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LETTER FROM THE CEO, ANDREW GÉCZY

August 2017

Dear Stakeholder,

03

Terra Firma has a proud 22-year investment history, with an established
approach of building better businesses and creating value for its investors.
This is one of the first things I recognised when I joined the firm as CEO in
2016. This role offered the chance to become part of an exceptional senior
leadership team. For the past year, I have led the organisation alongside
Guy Hands and Justin King, who I consider to be among the most influential
leaders in their industries. Through this experience, I have reinforced my belief
that Terra Firma has both the necessary foundations and future ambitions to
strengthen its organisation and to pursue investment opportunities in a
changing global environment.

BUSINESS AND
FINANCIAL REVIEW

Terra Firma is an organisation I have known for many years. I spent 14 years at
Citigroup in a variety of senior roles, most notably as Global Head of Structured
Corporate Finance, when the organisation was involved in financing Terra Firma’s
early pub portfolio acquisitions and Angel Trains. I also managed both debt and
equity portfolios, exceeding $30 billion in value, with these portfolios’ businesses
located across the infrastructure, energy, shipping, aviation and rail industries,
and thereby sharing many characteristics of Terra Firma’s investments.
At Lloyds Banking Group, I was Group Executive Director and CEO of
Wholesale Banking & Markets following the merger between Lloyds TSB and
HBOS. This required me to lead fundamental organisational change in a way
that drew many similarities to the transformational approach Terra Firma
takes with its portfolio businesses. I was also responsible for the group’s private
equity business, Lloyds Development Capital, as well as the disposal of the
group’s non-core assets. This meant I had the opportunity to work with
Terra Firma directly through the sale of The Garden Centre Group (now
Wyevale Garden Centres) to the firm.
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LETTER FROM THE CEO
Most recently, at Australia and New Zealand Banking Group (‘ANZ’), I was a
member of the Group Executive Committee and CEO of International and
Institutional Banking with 16,000 employees located across 33 countries. Once
again, I worked with Terra Firma as the banking group became a key lender to
its portfolio business CPC.
Throughout my career, I have led international teams across diverse cultures,
reflecting those of this organisation. Although Terra Firma appears to be
smaller than the institutions I have previously managed, the firm oversees eight
portfolio businesses with an aggregate fair value of €5 billion and combined
workforce of over 35,000. Meanwhile, Terra Firma itself comprises more than
80 people representing 20 nationalities, who bring creative insights and highly
specialised skills to the firm.

03

While these existing synergies were a core part of my decision to join
Terra Firma, what attracted me most was the opportunity to build a
renewed organisation. Over the past 12 months, Guy, Justin and I have
been implementing an institutionalised alternative investment platform
with a flexible, scalable organisational model and disciplined processes to drive
consistent value creation. Our belief is that this provides us with a competitive
advantage in European private equity, which benefits not only our investors,
but also our staff, the portfolio businesses we work with and their wider
stakeholder groups.

BUSINESS AND
FINANCIAL REVIEW

Guy, Justin and I work closely regarding all major decisions in the firm;
however, each of us focuses on our distinct areas of expertise. Guy provides
insights into analysing investments, forming exit strategies and refinancing
to lower the cost of capital; Justin focuses on ensuring that portfolio
businesses have the right strategy and management to generate maximum
value for investors; and I use my experience of leading financings and
restructurings and managing debt and equity portfolios to assess capital
structures and M&A opportunities.
I am also responsible for leading Terra Firma’s organisation day to day.
I therefore have oversight of Terra Firma’s corporate governance and
organisational committees, its structure and teams, employee matters
and application of its investment and due diligence processes. This facilitates
my role of ensuring that we effectively execute initiatives to strengthen our
organisation and drive continuous improvement.
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LETTER FROM THE CEO
I have implemented a number of key changes since joining last year to shape
our renewed organisation. We have enhanced our investment process by
establishing new meetings and committees for each stage of the investment
process. These include Origination and Deal Pipeline Meetings, the Investment
Committee and Chief Investment Officer Committee; our deal teams should
progress investment proposals through each of these before submission for
approval to the General Partner. We have also set up the Executive Committee
and Operating Committee to lead on internal matters and involve key
decision-makers from across the firm.

03

These changes have underpinned our strengthened organisation and
leadership team to help drive a number of significant achievements. In 2016,
we completed two major disposals: the sale of Odeon & UCI to AMC Theatres,
which was agreed during the height of Brexit uncertainty in July, and the sale
of Infinis’s LFG portfolio to 3i Infrastructure plc. We also laid the groundwork
for two further divestments in 2017, with the sale of Infinis’s onshore wind
portfolio to J.P. Morgan Asset Management and the sale of AWAS to Dubai
Aerospace Enterprise. In December, we also completed our first acquisition in
four years with Welcome Hotels.

BUSINESS AND
FINANCIAL REVIEW

When I reflect on these accomplishments, I believe that 2016 was one of the
most successful years in our firm’s recent history. It has been a remarkable
introduction for me to Terra Firma. It has given me many reasons to be excited
about the future. Going forwards, we will focus on transforming and exiting
our existing portfolio businesses in addition to pursuing new investment
opportunities in Europe. I look forward to continuing to get to know the
stakeholders who will support us on this journey.
With best wishes,
Andrew Géczy
Chief Executive Officer
A letter from Guy Hands, Chairman & Chief Investment Officer, can be found at
the front of this Annual Review.
A letter from Justin King, Vice Chairman & Head of Portfolio Businesses, can be
found in Section 2 – “Portfolio Business Review”.
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BUSINESS AND FINANCIAL REVIEW

INTRODUCTION
Terra Firma is a leading European alternative
investment platform. Since 1994, we have
created value for our stakeholders using a
strategic, operationally focused and creative
approach to building better businesses.
During this time, we have raised five funds and
invested €16 billion of equity in 33 portfolio
companies with an aggregate enterprise value
of €47 billion. We focus on five distinct areas of
investment across a range of capital structures,
which are transformational private equity,
support capital to help owners fund
businesses’ growth, operational secondaries,
operational real estate and infrastructure.

BUSINESS OBJECTIVE

Terra Firma raises long-term capital from
investors such as public and private pension
funds, sovereign wealth funds, insurance
companies, endowments and charitable
foundations. This capital is channelled through
Terra Firma’s funds and used to acquire
businesses which are then held by the funds.

1

We have been investing in Europe for 22
years; it is an environment we understand
and into which we can offer innovative
insights. We have successfully applied our
investment strategy throughout economic
cycles, including two global financial crises,
and we have demonstrated that the success of
our transformational approach can withstand
challenging market environments.
Our investment strategy is sector-agnostic,
which allows us to take advantage of market
trends as they arise, rather than being a
hostage to them. We factor market
developments and innovations into our
analysis of potential and existing investments.
We have extensive experience of dealing with
governments, quasi-governmental
organisations and regulated businesses. Since
1994, 28 of the 33 businesses which we have
acquired have been headquartered in Europe.
Within our current portfolio, seven of the nine
businesses are European-based, with 69 per
cent of our portfolio’s aggregate revenues
being generated in Europe.1

For the year to December 2016 for most businesses, with AWAS to November 2016, and Infinis, CPC and Annington to March 2017

TERRA FIRMA ANNUAL REVIEW 2016

CREATING VALUE. BUILDING BETTER BUSINESSES.

86

BUSINESS AND
FINANCIAL REVIEW

Our in-house team comprises more than 80
staff across our offices in Guernsey, London
and Beijing.

BUSINESS ENVIRONMENT

03

We look to acquire businesses that are
orphaned, undermanaged or misunderstood
and meet our investment criteria of being
asset-backed, in what we consider to be
essential industries and in need of
transformational change. We apply a
consistent investment strategy based on five
key drivers of value creation, and to drive this
we have developed a disciplined investment
process that is embedded in our
organisational model.

Terra Firma’s objective is to maximise value
by unlocking the underlying potential in the
businesses it acquires. These businesses
are later sold, usually after a number of
years, to realise a return for the investors in
Terra Firma’s funds.
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BUSINESS AND FINANCIAL REVIEW
OUR STRUCTURE

Terra Firma’s funds are typically Guernsey
Limited Partnerships. Our three active funds
are Terra Firma Capital Partners II (‘TFCP II’)
and Terra Firma Capital Partners III (‘TFCP III’),
which are general private equity buyout funds,
and Terra Firma Special Opportunities Fund I
(‘TFSOFI’) which is a specialist UK residential
real estate fund.
Terra Firma’s investors invest as limited
partners within the funds, with the day-to-day
affairs of each partnership managed by its
general partner, a Guernsey-based
management company. The general partners
make all investment decisions on behalf of the
relevant funds.

8
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7

8
1

7

Terra Firma invests on behalf of a wide range
of organisations including pension funds,
financial institutions, sovereign wealth funds,
endowments and family offices. A significant
proportion of our investors are pension funds,
investing on behalf of today’s pensioners and
the pensioners of the future. Our investors are
based all around the world.

1
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OUR INVESTORS
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9

Terra Firma Capital Partners Ltd (‘TFCPL’) in
the UK, with support from Terra Firma Capital
Management Ltd (‘TFCML’) in Guernsey
and a representative office in China, provide
investment advice to the general partners,
including sourcing and advising on investment
opportunities and realisation strategies.
Terra Firma’s funds have made investments in
selected businesses across the world, but with
a particular focus on Europe.
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BUSINESS AND FINANCIAL REVIEW
ASSET-BACKED

STRATEGY
For 22 years we have looked to consistently
invest in businesses that are orphaned,
undermanaged or misunderstood and share
three characteristics: they are asset-backed,
in what we consider to be essential industries,
and in need of transformational change.

Orphaned

Undermanaged

in what we
consider to be
ESSENTIAL
INDUSTRIES

and in need of
TRANSFORMATIONAL
CHANGE

Our 22-year track record demonstrates that
asset-backed businesses can benefit from our
highly operational approach. These businesses
may be undervalued due to poor operational
performance – by focusing on improving their
operational performance, we can seek to
maximise the value of their assets while
significantly enhancing these businesses’
overall value.
When looking at acquisitions, our deep
expertise in financing allows us to consider
a wide range of alternatives. This helps us
to create opportunities that may not be
immediately obvious. As asset-backed
businesses are divisible by their nature,
we are often able to find different ways
to create value through their financings
and exits.

Our 22-year track record
demonstrates that assetbacked businesses can
benefit from our highly
operational approach
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TERRA FIRMA
SWEET SPOT

We were among the pioneers of asset-byasset due diligence in Europe within the rail
and pub sectors in the early 1990s, and we
continue to use this approach today. This
approach to due diligence has allowed us to
identify accretive capital expenditure
opportunities and bolt-on acquisitions.

03

they are
ASSETBACKED

Misunderstood

Terra Firma’s detailed bottom-up approach to
due diligence and analysis is well suited to
businesses with substantial asset backing.
Through our in-depth, granular asset-by-asset
analysis, we can formulate and implement a
distinct strategy to seek to maximise the
potential value of each individual asset within a
business, and identify opportunities that other
firms may not always see.
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ESSENTIAL INDUSTRIES

We invest in businesses in what we consider to
be essential industries, which we believe offer
the stability of underlying demand and a
greater resilience to downturns. These
businesses typically rely on non-discretionary
expenditure by their customers and do not
depend strongly on technological innovation
or branding. They are often in regulated
sectors where we have considerable
experience. This approach has led us to
invest in energy and utilities, infrastructure,
affordable housing, leisure and hospitality,
agriculture, healthcare and asset leasing.

We seek to identify businesses that require
transformational change or repositioning in
their market, perhaps because of past
undermanagement or underinvestment or
because they can be repositioned to benefit
from a trend that we have identified.
We have a strong track record of transforming
businesses by developing new strategies,
investing significant amounts of capital and
dramatically improving operational
performance. The operational skills within our
transaction teams allow us to supplement and,
if necessary, replace existing management in
order to implement that change and drive
operational excellence.

Patrick Finan, Pav Subramaniam
89
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REQUIRING TRANSFORMATIONAL CHANGE

03

We invest in businesses that meet the core
elements of our strategy rather than look for
businesses in specific sectors. We have
invested in many businesses across a number
of industries, which has allowed us to identify
common drivers of value.
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BUSINESS AND FINANCIAL REVIEW
VALUE CREATION PROCESS

We invest in businesses where we see multiple opportunities to create value using five value
drivers. We have a rigorous approach to value creation and we plan the transformation or
repositioning of a business before we acquire it. We seek to implement our five drivers of value
by being deeply involved in the businesses we invest in, with multiple touch points that help us to
drive through the changes we have identified.
Because we do not rely on incumbent management and we employ different perspectives in
order to improve performance, generate efficiencies and create value, we often develop new
insights and strategies.
We have the expertise and resources to build better businesses through intensive, hands-on
intervention. The complementary leadership team of Guy Hands, Justin King and Andrew Géczy
enables us to operate and create value from the businesses we acquire. In addition, we deploy
our in-house teams with financial and operational skills into our portfolio businesses to facilitate
the delivery of our strategy.

TRANSFORMING STRATEGY

STRENGTHENING MANAGEMENT

Identifying a transformational strategy is
central to our approach of creating value and
building better businesses. We look at a
business with a fresh pair of eyes, which can
provide new insights and an alternative
approach. A new strategy will frequently be
designed to make the most of long-term
macro-trends identified at an earlier stage in
the investment process.

Our aim is to build exceptional management
teams in our portfolio businesses to implement
change and drive operational excellence.

We typically strengthen management by
combining the existing team with our own
experts and with new hires, often from outside
the sector, to bring a fresh perspective.
However, when necessary, we bring in new
management to implement our strategy and
This may involve implementing a new business drive the business forwards.
model, repositioning a business within its
We have appointed new CEOs in 29 of our 33
industry, growing it through acquisitions or
previous and current portfolio businesses, and
diversifying its markets.
we believe that management should be
We have implemented new strategies in
properly incentivised to align with Terra Firma
32 of the 33 businesses we have acquired,
in maximising the value of the business.
and we continue to review and refine the
strategies of our portfolio companies
throughout our ownership.
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3

4

DEVELOPING THROUGH
CAPITAL EXPENDITURE

BUILDING THROUGH MERGERS
AND ACQUISITIONS

We are prepared to invest significantly in
our businesses to transform them. As part
of this process, we look to implement new
frameworks for capital expenditure
programmes to improve performance and
help grow our businesses organically. We
also look to develop scalable platforms for
expansion to allow them to grow more rapidly
through acquisitions where appropriate.
All capital expenditure is controlled by
Terra Firma using strict returns criteria, with a
view to ensuring that new capital is deployed
in the most value-accretive way.

Where we consider it appropriate, we will
undertake mergers and acquisitions to
strengthen our portfolio businesses, aiming
to grow their scale and capability and
consolidate and improve their position
within their industries to release synergies.
Our teams have the ability and experience to
efficiently integrate new acquisitions into the
existing portfolios. Since 1994, Terra Firma has
executed 70 additional bolt-on acquisitions
through its 33 portfolio businesses.

03
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€14 billion of capital expenditure has
been undertaken by Terra Firma’s
portfolio businesses.

5
LOWERING THE COST OF CAPITAL
TO CREATE EXTRA UPSIDE

Over time, we look to lower the cost of capital
within our businesses by repositioning them to
reduce business risks through diversifying and
stabilising their cash flows and resolving
business and regulatory uncertainties.
We also actively manage their capital
structures through refinancings, with a view to
ensuring that each business has the most
appropriate financing in place.
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BUSINESS AND FINANCIAL REVIEW
We have created an in-house team with a
variety of skill sets, backgrounds and
experience, which enables us to deploy
AN INSTITUTIONALISED ALTERNATIVE
our
people as required on each investment.
INVESTMENT PLATFORM
We have built an organisational model that we Because our strategy is highly
transformational, we have an interventionist
believe challenges the traditional private
approach to managing our assets.
equity approach of relying on an individual
Our investment teams combine extensive
dealmaker to lead an investment from its
industry experience and home-grown
origination to exit. We utilise a flexible,
talent
drawn from our leading Graduate
scalable, modular investment approach driven
Analyst Programme.
by highly skilled functional specialists at each
appropriate investment stage, allowing us to
Our deal teams and transaction specialists
draw on our multi-disciplinary expertise
enable us to identify possible strategies,
throughout the investment lifecycle to create
acquisitions, refinancing and exit
additional value.
opportunities. These professionals bring
extensive investment banking and
We drive our businesses’ strategies and the
consultancy experience.
operational initiatives underpinning them,
sometimes seconding our own employees to
implement change, and we apply the lessons Our portfolio business operation teams drive
the identification of new strategies and
we have learned to each new situation.
initiatives during the evaluation of a potential
new investment and then lead post-acquisition
Our senior leadership team, which combines
improvement programmes for strategic and
the investment, strategic, operational and
operational change. Where necessary, we
financial expertise of Guy Hands, Justin King
provide project secondees or fulfil the role
and Andrew Géczy, drives Terra Firma’s
of interim executive management within our
investment process and utilises the diversity
portfolio businesses. Our professionals have
and creativity of our wider organisation.
deep leadership, managerial and financial
Our teams comprise leading specialists within experience in running businesses and divisions
Finance, Investor Relations (‘IR’) and Legal who of large companies.
help to drive our firm, its portfolio businesses
Our Legal, Tax and Finance teams enable us
and wider stakeholder relationships. These
to
handle complex transactions. These skills
professionals are located across Terra Firma’s
reside in a group of senior lawyers, tax
offices in London, Guernsey and Beijing.
accountants and financial experts who have
Our organisation’s size reflects the depth of
investment analysis and processes we employ extensive experience in handling complicated
and the transformational change we undertake situations. Housing these professionals within
Terra Firma enables the firm to execute highly
to create value and build better businesses.
intricate deals, and assess and resolve
regulatory, contractual, tax, legal and financial
risks efficiently. These teams are supported
by our HR, IT and Facilities Management
experts to enable consistent high performance
for our organisation as a whole.

OUR ORGANISATION
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CREATIVE PERSPECTIVES

We pride ourselves on our creative approach.
We encourage our people to challenge
perceived wisdom and traditional ways of
working to unlock new ideas and generate
operational and financial efficiencies. Through
taking alternative perspectives, Terra Firma
believes it has identified hidden value in many
businesses. We explore all possible options,
which often results in us pursuing the less
obvious path. This entrepreneurial spirit is
critical to our differentiated approach to
successful value creation.

ACTIVE ROLE

Terra Firma professionals work with their
portfolio business colleagues to implement
our transformational strategies. This close
working relationship enables us to drive their
success and deliver value for our stakeholders.
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In addition, Terra Firma’s managers are also
advised by external professional firms,
including lawyers and accountants, investment
banks, tax specialists, environmental
consultants, industry specialists and business
change consultants.

03

Terra Firma colleagues can be seconded to or
based in our businesses to support them in
implementing these changes. Our involvement
is most intense immediately after a business is
acquired, when it is vital to make sure that
momentum is created and management and
staff are motivated and incentivised to work
EXTERNAL EXPERTISE
with us to maximise the value of the business.
Alongside our in-house specialists, Terra Firma We remain very closely involved with the
has worked with a range of senior advisers
strategic decisions our businesses make
with expertise in particular industries, functions throughout our ownership.
and disciplines. These individuals provide
independent views and alternative
perspectives on the portfolio businesses’
performance, as well as insights into specific
sectors and how changing political landscapes
might affect potential opportunities in new
markets. Many of our external advisers have a
long-term relationship with our firm, including
those who have formerly held senior positions
at Terra Firma, and several have worked across
multiple portfolio businesses in both executive
and non-executive roles.
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OUR VALUES
We believe that our shared values help us to achieve our strategic aims and create value
for our stakeholders:

TENACITY

CHALLENGE

TRANSPARENCY

TEAMWORK

EFFICIENCY

03

CREATIVITY
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Sophie Blackburn, Pasquale Nazzaro
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SENIOR LEADERSHIP TEAM

Guy Hands

Justin King

Responsible for investment decisions

Responsible for portfolio business operations

Guy has been a creative and influential investor for
over 30 years. He is considered one of the pioneers of
securitisation, having completed one of the first CBOs
and the first AAA securitisation of a retail business with
Saks Fifth Avenue while at Goldman Sachs. Guy also
led numerous innovative securitisations in the UK pub,
rail and housing sectors at Terra Firma’s predecessor,
Principal Finance Group (‘PFG’).

Justin is an operational leader with over 30 years of
experience at leading customer-facing businesses,
including Sainsbury’s, Marks & Spencer, Asda,
Häagen-Dazs, PepsiCo and Mars. During his 10 years
as CEO of FTSE 100 retailer, J Sainsbury plc, he led the
turnaround of the iconic UK brand, trebling profits and
delivering a total shareholder return of 85%.

Chairman & Chief Investment Officer

Vice Chairman & Head of Portfolio Businesses

Guy sits on the boards of each general partner of
Terra Firma’s funds and is therefore responsible for
signing off on all investments. He also provides
creative insights into potential acquisitions and
develops business strategies for the portfolio
businesses together with Justin King, Vice Chairman
& Head of Portfolio Businesses and exit strategies
with Andrew Géczy, CEO.

TERRA FIRMA ANNUAL REVIEW 2016

Justin is well-known for his industry-leading views
on responsible business. At Sainsbury’s, he developed
the retailer’s long-standing relationship with Comic
Relief, with the business raising £1 in every £10
donated to the UK charity during his tenure.
He was also responsible for Sainsbury’s pioneering
sponsorship of the Paralympic Games and was a
Director of LOCOG, the organising committee for
the 2012 London Olympics.
In 2011, Justin was awarded CBE (Commander of the
British Empire) for his services to the retail industry. In
2013, he was named Most Admired Business Leader
by Management Today.
Justin oversees the firm’s portfolio businesses and has
full-time responsibility for ensuring that they have the
right strategy and management to generate maximum
value for investors.
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Guy established Terra Firma Capital Partners Limited’s
commitment to donate 10% of annual pre-tax
profits to local initiatives in London, while Terra Firma
Capital Management Limited supports numerous
charities in Guernsey. He is also President of
‘Access for Excellence’, which promotes access to
higher education.

03

Guy founded PFG at Nomura International plc in 1994
before spinning out the independent private equity
firm Terra Firma in 2002. Over the past 22 years, he
has overseen the investment of €16 billion of equity in
33 businesses with an aggregate value of €47 billion.
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SENIOR LEADERSHIP TEAM

Andrew Géczy

Chief Executive Officer

03

Responsible for managing Terra Firma’s
organisation day to day

BUSINESS AND
FINANCIAL REVIEW

Andrew is a business leader with over 25 years of
experience in the financial services markets. He has
led financings and restructurings, managed both
equity and debt portfolios and led diverse,
international teams in major global financial
institutions including Citigroup, Lloyds Banking Group,
and Australia and New Zealand Banking Group.
Previously, Andrew was Group Executive Committee
and CEO of International and Institutional Banking at
Australia and New Zealand Banking Group (‘ANZ’).
Prior to this, he was Group Executive Director and
CEO of Wholesale Banking & Markets at Lloyds
Banking Group. During 14 years at Citigroup, he held
a variety of senior positions, including Global Head of
Structured Corporate Finance. Andrew spent his early
career at Price Waterhouse and KPMG.
Andrew is a founder and Chairman of the International
Medical Corp – UK which delivers lifesaving health
care in emergencies for people affected by disaster
or conflict.
Andrew manages Terra Firma’s organisation day to
day. He is responsible for driving the firm’s disciplined
execution of acquiring, financing, restructuring and
ultimately selling businesses to ensure it delivers
maximum returns to investors.
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OPERATING COMMITTEE
Trudy Cooke

Chief Operating Officer
Trudy is the Chief Operating Officer of
Terra Firma and a member of the firm’s
Executive Committee.

Prior to Terra Firma, Trudy worked in
the Private Equity team at Lovells
(now Hogan Lovells).

Paul Spillane

Head of Investor Relations
Paul is a member of Terra Firma’s Executive
Committee and leads the firm’s global
Investor Relations team. He also manages
relationships with North and South
American investors.

working in the international fixed income and
currencies group, managing global interest
rate sales.

In 1995, Paul joined Deutsche Bank, where he
spent eight years. He started out as Head of
With over 30 years’ experience in the
Fixed Income Sales in the Americas and a
international financial services industry, Paul
member of the North American management
plays a crucial role in managing relationships
committee. He later moved to the Equities
with Terra Firma’s new and existing investors.
division where he was Head of International
Paul is Chair of the Advisory Boards for
Sales in the Americas and a member of the
TFCP II and TFCP III, and also sits on the CIO
Equities division executive management
Committee and Investment Committee. Paul’s team. Paul was a founding member of the
expertise and network are an essential part of Deutsche Bank Relationship Management
Terra Firma’s strategy of building closer and
team and managed the group globally.
stronger relationships with its investors.
Paul received a BA from Colby College and
Paul joined Terra Firma in 2010. Prior to this,
an MBA, with Honors, from Columbia
he spent five years as CEO and President of
University. Prior to studying at Columbia, Paul
Soleil Securities. He began his career at
spent three years as a professional baseball
Goldman Sachs, where he spent 12 years
player in the Oakland A’s organisation.
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She has an LLB (Hons) in European Law and
Languages (French and German) and a
Postgraduate Diploma in Legal Practice from
As part of her role as COO, Trudy is
the University of the West of England. She is
responsible for the compliance function at
also a member of the BVCA Legal and
Terra Firma. She ensures that the firm’s robust, Technical Committee.
institutional processes are closely followed by
Trudy is married with two young children.
Terra Firma's employees.
Her interests include cycling, motorsports
and water sports.

03

Trudy oversees the daily operations of Terra
Firma. She leads the Legal and Compliance,
IT and Infrastructure and HR teams. Trudy’s
experience and expertise are critical to the
successful day-to-day operations of the firm.
Trudy is a director of Terra Firma Capital
Partners Limited, which is Terra Firma’s UK
advisory entity, and also sits on the CIO
Committee and Investment Committee.

Trudy joined Terra Firma in 2004 as part
of the Legal, Tax and Structuring team and
most recently served as General Counsel.
She has worked on a number of the firm’s
transactions, including Tank & Rast and
Phoenix Natural Gas.
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OPERATING COMMITTEE
Dominic Spiri

Chief Financial Officer
Dominic is the Chief Financial Officer of
Terra Firma and a member of the firm’s
Executive Committee. Dominic is responsible
for Terra Firma’s finance function.

In addition to spending time with friends and
family, Dominic enjoys travelling, running,
skiing and science fiction.

Andrew Miller

Managing Director
Andrew joined Terra Firma in September 2016 Media Group. Andrew is currently a
to focus on the operational improvement of
Non-Executive Director of the AA plc.
the firm’s portfolio businesses. He serves as
Andrew has previously held senior finance
Chairman of AWAS1.
roles at PepsiCo Europe, Procter and Gamble,
Andrew has extensive experience of
Bass and a start-up company.
successful digital transformation in consumerAndrew is a member of the Institute of
facing industries, most recently working with
Chartered Accountants of Scotland
the Founders Forum supporting multinational
qualifying in 1991, training with Price
business on digital transformation.
Waterhouse after completing his law degree
As Chief Executive of the Guardian Media
at Edinburgh University. He is on the Advisory
Group from 2010 to 2015, Andrew reshaped
Board for Sarah Brown’s Theirworld charity,
the Guardian’s portfolio of businesses to
and a Governor at the Benjamin Franklin
support its transformation into one of
House Museum.
the world’s leading digital organisations.
Andrew is married with three children.
From 2002 to 2014, he carried out a similar
His interests include motorsport, skiing
transformation as Chief Financial Officer
and the arts.
and Non-Executive Director of Trader
1

Andrew resigned as Chairman immediately prior to the sale of AWAS in August 2017
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Dominic joined Terra Firma’s Finance team in
2005 as a tax and structuring specialist, and
he has worked on a number of Terra Firma’s
transactions including Infinis, Phoenix
Natural Gas, EverPower, AWAS and RTR.

Dominic graduated from Fitzwilliam College,
Cambridge, and has a BA Honours degree
and a Master of Engineering degree in
Chemical Engineering. He is a Chartered
Accountant (ICAEW), Chartered Tax Adviser
(CIOT) and sits on the BVCA Tax Committee.
Dominic speaks Italian in addition to his native
language, English.

03

As CFO, Dominic plays a vital role in respect
of Terra Firma’s financial risk management
and reporting, and also heads the tax and
structuring function. Dominic sits on the CIO
Committee and Investment Committee, and is
also a director of Terra Firma Capital Partners
Limited, which is Terra Firma’s UK advisory
entity. He also sits on the board of Annington
and Four Seasons Health Care.

Before joining Terra Firma, Dominic worked in
Deloitte’s Private Equity Transaction
Services Group.
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OPERATING COMMITTEE
Michele Russo

Managing Director
Michele joined Terra Firma in April 2016. He
was previously owner and CEO of Opera SGR,
a private equity firm based in Italy, which
specialised in the management of distressed
private equity funds.

Michele holds an MBA from the Wharton
School of the University of Pennsylvania and
a Laurea in Electronic Engineering from the
University of Napoli.

03

In his spare time, Michele enjoys sailing,
Prior to his involvement with Opera, Michele
diving, triathlon and literature.
was a Partner at Lazard European Private
Equity Partners Limited, a pan-European fund.
He previously spent seven years at Doughty
Hanson in London and Milan where he was
Managing Director, Head of Southern Europe.
Michele has also worked at IBM, Morgan
Stanley, Olivetti SpA, Stet Società Finanziaria
Telefónica and McKinsey & Company.
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Robin Boehringer
Managing Director

Robin joined Terra Firma in 2009 and has
extensive experience in operational real estate
and infrastructure. Robin has worked on a
number of Terra Firma’s portfolio businesses
including AWAS, Deutsche Annington and
Tank & Rast.
Robin was involved in the refinancing, IPO
and final exit of Deutsche Annington, the
refinancing of Tank & Rast and the sale of
AWAS’s SkyFin portfolio. In 2015, Robin
led the exit of Terra Firma’s award-winning
investment in Tank & Rast. In 2017, Robin
led the exit of AWAS.

1

Robin serves on the board of AWAS1 and
previously served on the boards of Tank &
Rast and Four Seasons Health Care.
Prior to joining Terra Firma, Robin worked in
M&A at Credit Suisse.
Robin has a Master’s degree in Financial
Economics from Oxford University, and a
Bachelor’s degree in Economics from the
University of St. Gallen.
Robin speaks German and English. Robin is
married with two children. He is also a keen
football player.

Robin resigned from the Board immediately prior to the sale of AWAS in August 2017
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SENIOR ADVISERS
Robbie Barr
Robbie has been working with Terra Firma
since 2009. He currently serves as Chairman of
Four Seasons Health Care. Previously, Robbie
was Chairman of Odeon & UCI Cinemas, until
its sale to AMC completed in November 2016.

03

Robbie also served as a Managing Director
of Terra Firma, focusing on operational
transformation and value enhancement in the
portfolio businesses, until leaving the firm in
2016. During this time, he was also Deputy
Chairman of the Supervisory Board of
Deutsche Annington and a director of AWAS.

Prior to joining Terra Firma, Robbie held a
number of senior positions at Vodafone
Group plc, including the role of Group
Financial Controller and the regional CFO
for Vodafone’s businesses outside Western
Europe. Robbie is a Fellow of the Institute
of Chartered Accountants in England and
Wales and has an MA in Mathematics from
Magdalen College, Oxford University.
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Lord Birt
Lord Birt became an adviser to Terra Firma in
2005. He has been involved in a number of
portfolio companies, serving as Chairman of
WRG, Infinis and Maltby Capital, the holding
company of EMI.

Lord Birt is a member of the House of Lords,
a position he has held since 2000. Lord Birt
has a degree in Engineering from
Oxford University.

Prior to joining Terra Firma, Lord Birt was an
adviser to McKinsey & Company and to
Capgemini. He is currently Vice-Chairman
of Eutelsat and previously served as Chairman
of PayPal Europe. He was Director-General
of the BBC from 1992–2000 and is a former
Strategy Adviser to the Prime Minister
(Tony Blair).
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SENIOR ADVISERS
Peter Dixon
Peter is a long-standing adviser to Terra Firma
having worked with us since 2005. He serves
as Chairman of EverPower, and a Director of
Elli Finance Ltd, the holding company of Four
Seasons Health Care, brighterkind and The
Huntercombe Group. Peter also held the role
of Chairman of Infinis Energy Ltd until its sale
in late 2016.

Fraser Duncan
Fraser is one of the longest standing advisers
to Terra Firma. He currently serves as a
Non-Executive Director of Annington
Limited and was previously a member
of the Investment Advisory Committee and
Funds’ General Partner Boards and had line
responsibility for the portfolio business team.
In this role, Fraser had Board seats on
many of the portfolio companies, providing
an overview of operational issues,
performance and governance.
Prior to joining Terra Firma, Fraser was
Portfolio Finance Director for Nomura’s PFG,
having joined in 1997. He subsequently
became Chief Operating Officer, up to the
point of the group’s spin-out from Nomura to
form Terra Firma. Fraser’s early career

TERRA FIRMA ANNUAL REVIEW 2016

included time at Unilever, five years in strategy
consulting with Cameron Consultants, and a
number of senior roles within the BET Group,
which was subsequently acquired by Rentokil
to become Rentokil Initial.
Fraser is Chairman of a video production
company and co-founded the branded office
food delivery business, Clockjack, which
he is actively involved in developing. He is a
Chartered Management Accountant and has
a degree in Economics and Statistics from
York University.
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Peter is a Fellow of the Institute of Energy, a
Companion of the Institute of Gas Engineers
and Patron of the Energy & Utility Skills
Council. He is also an adviser to the Winston
Churchill Memorial Trust.

03

Prior to joining Terra Firma, Peter worked in
the utility infrastructure sector for 40 years.
Until 2015, he was Group CEO of Phoenix
Energy Holdings, the Northern Irish gas utility
previously owned by Terra Firma, a position
he held for 15 years. He was also a Director of
East Surrey Holdings plc and Sutton & East
Surrey Water Ltd.

Peter is currently Chairman of Lionrai
Investments and Phoenix Energy Holdings on
behalf of Hastings’ managed fund Utilities
Trust of Australia and The Royal Bank of
Scotland Group Pension Fund. He is a Senior
Advisor to the Hastings Infrastructure Fund.
Peter was a Director of HDFUK Ltd and South
East Water Limited until 2017. He was also a
Belfast Harbour Commissioner between
2008 and 2016.
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SENIOR ADVISERS
Rupert Gavin
Rupert has worked with Terra Firma since
2006. He was appointed to the board of
Wyevale Garden Centres as a Non-Executive
Director in 2014 and was previously CEO of
Odeon & UCI Cinemas, during its ownership
by Terra Firma.
Prior to joining Odeon & UCI, Rupert served
as the Chief Executive of BBC Worldwide,
and held senior positions at BT and Dixons.

He is currently Chairman of Historic Royal
Palaces and Chairman of the Honours
Committee for the Media and the Arts. He is
also Non-Executive Director of Countrywide
plc; Chairman of Incidental Colman Ltd, a
West End theatre producing company; and
co-owner of l’Escargot Restaurant in Soho.
Rupert received an exhibition in Economics
from Magdalene College, Cambridge.
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Stephen Julius
Stephen has been a Terra Firma Senior
Adviser since 2014. He currently serves as a
Non-Executive Director of Wyevale Garden
Centres and brighterkind, and was previously
a Non-Executive Director of Odeon & UCI.

Stephen began his career at The Boston
Consulting Group. He has a degree
in Classics from Magdalen College,
Oxford, and an MBA from the Harvard
Business School.

Through his privately owned investment firm,
Stellican Ltd, Stephen is currently Chairman
and controlling shareholder of US-based
Chris-Craft boats. Previously Stephen was
Chairman and controlling shareholder of
Indian Motorcycle in the USA, Riva boats in
Italy, and was the first foreigner to acquire an
Italian Premier League football club,
Vicenza Calcio.

TERRA FIRMA ANNUAL REVIEW 2016

CREATING VALUE. BUILDING BETTER BUSINESSES.

102

Contents

Chairman's Letter

1	Executive Summary

2	Portfolio Business Review

3	Business and Financial Review

4	Our Funds

5	Contact Information

BUSINESS AND FINANCIAL REVIEW

SENIOR ADVISERS
Ingmar Wilhelm
Ingmar joined Terra Firma in 2014 as a
Managing Director to advise on energy
and infrastructure-related investments.
He currently serves as Chairman and CEO
of RTR and on the board of EverPower.

He has also served on the boards of directors
of several international joint ventures and
associations, in particular at the European
Energy Exchange, Powernext (the French
Power Exchange) and the European
Photovoltaic Industry Association.

Baroness Liddell has served as Chairman of
Annington Limited since 2017.
She was a Member of Parliament from 1994 to
2005, during which time she held a number of
influential positions, including Secretary of
State for Scotland, Minister of State for
Transport, Energy Minister and Economic
Secretary to the Treasury. She was also British
High Commissioner to Australia from 2005 to
2009 and was made a life peer in 2010.
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Previously, Baroness Liddell held leading roles
in the Scottish Trades Union Congress. She
was also a BBC economics correspondent,
Executive Director of Scottish Daily Record
and Sunday Mail Ltd and Chief Executive of
Business Ventures.
Baroness Liddell holds a degree in Economics
from the University of Strathclyde.
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Baroness Liddell

03

Prior to joining Terra Firma, Ingmar worked at
Enel Green Power, where he was Executive
Ingmar holds an MSc in Electrical Engineering
Vice President and in charge of global
from the University of Aachen.
business development. Ingmar joined the
Enel Group in 2003, where he was responsible
for the origination and trading of power in
Europe. From 2006 onwards, he managed the
company’s commercial growth strategy and
the entire client base on the free market for
power and gas supply in Italy. Prior to his time
at Enel, Ingmar worked with E.ON and
Électricité de France.
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SENIOR ADVISERS
Jos Short
Jos has served as Deputy Chairman of
Annington Limited since March 2017.
Previously, Jos was CEO of Pramerica’s real
estate private equity business and head of
Lazard Brothers' European real estate M&A
unit. Prior to this, he held senior roles at
Barings and S.G. Warburg.

He is also the Chairman, founding partner
and majority owner of INTERNOS Global
Investors, a pan-European investment
management firm. He has been a
Non-Executive Director at Great Portland
Estates plc since 2007.
Jos is a member of The Chartered Institute
of Bankers and has a degree in banking
and finance from Loughborough University
of Technology.
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In 2009, Terra Firma hired six entrants onto its
inaugural two-year Graduate Analyst Training
Programme. As a central part of the scheme,
the analysts learn about all aspects of
Our training and development programme is Terra Firma and they complete rotations with
designed to ensure that our staff have the
IR, Finance, Legal, Transaction teams and the
skills they need to help our business achieve
CIO office. This programme continues to be a
its strategic goals. As part of their induction
great success with graduates, who have
programme, all new staff spend substantial
developed a broad base of skills on which to
time with our senior executives to ensure they build their careers. In response to this success,
have a good understanding of Terra Firma and in 2013, Terra Firma extended the scheme to a
how it operates.
three-year programme. In 2015, Terra Firma
hired six Analysts and a further six in 2016.
The nature of the professional training
within Terra Firma is broad, depends on
Terra Firma also offers internship opportunities
the development needs of the individual
to undergraduate and postgraduate students,
and can include both technical and soft
allowing individuals to gain an insight into life
skills-based training.
at work. In 2016, Terra Firma made twelve
internships available and plans to offer further
Throughout our business, we encourage our
internship opportunities in 2017.
people to take responsibility for their own
personal and professional development. That
development can take many forms such as
on-the-job coaching, mentoring and job
enrichment as well as formal training
programmes, courses and professional
qualifications. Our sponsorship programme
helps those wishing to gain recognised
professional qualifications and Terra Firma has
a policy of supporting employees in pursuing
qualifications that will help their work and
career development.

EMPLOYEE TRAINING
AND DEVELOPMENT
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03

All investment professionals up to the level of
Associate Director are encouraged to obtain
the CFA qualification. The CFA® Program sets
the global standard for investment knowledge,
standards and ethics. Passing the CFA exam
enables the holder to prove that they have
mastered a broad range of investment topics
and are committed to the highest ethical
standards in the profession.
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OUR GRADUATE ANALYST
TRAINING PROGRAMME

We aim to develop not only successful
businesses, but also successful employees.
This philosophy pushed us to become one
of the first private equity firms with an
established graduate programme.
The rotational programme is designed to give
graduates a comprehensive and challenging
grounding within the business and a unique
perspective on the private equity industry.

Amerprit Kingra, a 2016 entrant says, “This
opportunity provides a constantly steepening
learning curve especially as you get deeper
into your role. We have extensive interaction
with senior team members and get an insight
into the decision-making process. We are
encouraged to constructively debate and
challenge ideas, which is intellectually
stimulating and valued by the wider team.
No two days are ever the same and you
always leave each day having learnt
something new.”
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Terra Firma graduates come from a diverse
array of backgrounds, bringing their fresh
perspectives to the business. Participants
have studied subjects as wide-ranging as
Chemistry, History and International Relations
and speak a variety of languages.
Terra Firma believes it is important to invest in
analysts’ ongoing training. Meg Uthayophas,
who joined the programme in 2015, says,
“The Graduate Programme has a constant
focus on personal development with Monday
evening training sessions on a range of topics
including fixed income and leveraged finance,
fortnightly legal sessions with external law
firms, constant feedback on performance
from the teams, and the opportunity to sit
the CFA exams.”

We aim to develop
not only successful
businesses, but also
successful employees

CREATING VALUE. BUILDING BETTER BUSINESSES.

106

BUSINESS AND
FINANCIAL REVIEW

In their rotations, graduates are able to get
hands-on private equity experience, working
alongside senior members of the business to
help close deals, grow the businesses and
deliver results for investors.

Alex Hibbard, a 2015 entrant, says, “Terra
Firma offers the opportunity to learn about
more than just private equity – we learn a lot
about how businesses work, and what can be
done to make them better. I spent six months
working in Four Seasons Health Care, and that
experience of being deeply embedded within
a business is invaluable now that I am back in
Terra Firma’s London office working on
analysing new investments.”

03

As Daphne Doverman, a 2016 entrant
comments, “The Graduate Programme is a
great platform to becoming an experienced
deal professional. You are given responsibility
right from the start and exposure to every
aspect of private equity investment, from deal
sourcing and due diligence through to
business strategy. Along with the training, the
programme provides well-rounded practical
and educational support to enable us to
develop quickly within the organisation.”

Graduates spend one full year working within
one or two portfolio businesses, which is key
to understanding how our businesses operate
and appreciating the challenges they face.
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We support charities within our communities
in London and Guernsey. Terra Firma Capital
Partners Limited in London donates 10% of its
annual pre-tax profits to charity, and Terra
We believe that better businesses build better Firma Capital Management Limited in
societies. Economic, social and environmental Guernsey is fully committed to supporting
sustainability lie at the core of our perspective local initiatives.
on how to create superior value and, by
fulfilling our commitment to the communities
RESPONSIBLE INVESTMENT POLICY
we operate in, we aim to contribute to
We are committed to creating high quality
creating an environment where our businesses businesses in order to generate value for our
and people can succeed in the long term.
investors and other stakeholders. We adhere
We believe that better businesses create more to the highest standards of business conduct,
sustainable employment, which also drives
acting as a responsible investor, operator,
sustainable value creation.
counterparty and employer.

RESPONSIBLE
INVESTMENT

INVESTMENT DECISIONS

We have a rigorous investment review
process, and we consider all relevant areas
We are committed to enabling the success of including ESG factors as well as financial and
our female colleagues as well as women in the commercial factors, and we do not invest
wider private equity industry. Over 40% of
where we believe that risks cannot be
both our total staff and 2016 analyst class are
managed to an appropriate level. We will not
women. We are also proud to support the
invest in businesses that involve the use of
not-for-profit organisation Level 20, which
exploitative labour practices, such as forced
aims to inspire women to join and succeed
or child labour.
in private equity and deliver greater
representation for women at all levels of
the industry.

We believe that
better businesses
build better societies
TERRA FIRMA ANNUAL REVIEW 2016
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We aim to make a positive contribution to our
local community, to encourage diversity in,
and the development of, our people and to
mitigate the environmental impact of our
own operations.

03

We look to consider environmental, social
and governance (‘ESG’) factors when acquiring
and operating businesses, and we have
developed an extensive ESG programme.
This is implemented through a range of
policies, tools, staff training and reporting
channels, and our approach is summarised
in our Responsible Investment Policy.
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PORTFOLIO MANAGEMENT

We are an active manager and we work very
closely with our businesses to maximise value
for our stakeholders. We adopt high quality
governance and reporting structures in all of
our businesses and require that they have
suitable resources, policies and processes in
place in order to meet our investment
objectives and to operate in accordance with
our high standards of conduct. We work with
our businesses in managing business risks,
including ESG risks and in developing high
standards of transparency and reporting.
We encourage our businesses to make a
positive contribution to their communities and
to mitigate their impact on the environment.

SOCIAL

TFCPL is fully committed to supporting its
local community of Southwark in Central
London. It donates 10% of its annual pre-tax
profits to charity. This is divided between the
Terra Firma Charitable Trust and Impetus
– The Private Equity Foundation (‘ImpetusPEF’), of which Terra Firma is a founding
member. Impetus-PEF transforms the lives of
children and young people living in poverty by
ensuring they get the support they need to
succeed in education, find and keep jobs, and
achieve their potential. TFCPL has made
donations totalling just over £1 million to
Impetus-PEF.
Since 2010, TFCML has supported a number
of local initiatives in Guernsey designed to
improve the lives of the residents, with a
specific focus on children and health.

TERRA FIRMA ANNUAL REVIEW 2016
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Terra Firma’s own environmental impact is
relatively small, but we recognise that we set an
example to our businesses and to our industry.
We are a carbon neutral business: carefully
measuring our carbon footprint and offsetting
emissions through projects which bring both
environmental and social benefits. Our 2016
emissions were equivalent to 2,784 tonnes of
CO2, the majority of which were attributable to
travel for investor and business management
meetings. An element of our carbon footprint
was offset at the point of purchase, leaving
2,406 tonnes of CO2 equivalent. We offset
this by purchasing carbon credits in the
voluntary market.

We promote direct engagement with our
neighbouring communities and encourage
equally active engagement on the part of
our portfolio businesses.

03

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE FRAMEWORK
ENVIRONMENTAL

In offsetting our 2016 emissions, we invested
in three certified projects: a Sudanese low
smoke cookstove project which provides liquid
propane gas stoves and fuel to households,
replacing the use of biomass fuels and
bringing health, environmental and social
benefits; a Malawian borehole remediation
project which provides clean, safe drinking
water for local communities, with health,
environmental and social credentials;
and an Indonesian geothermal project, which
replaces the generation of power by fossil
fuels with that from a reliable and renewable
resource, bringing strong social and
environmental benefits.
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RESPONSIBLE
INVESTMENT

The Terra Firma Charitable Trust is proud to
support the following charities and initiatives:

TERRA FIRMA CHARITABLE TRUST

Age UK Lewisham and Southwark (‘AUKLS’)
is an independent charity empowering older
people to live full and active lives. The only
organisation working across the boroughs of
Lewisham and Southwark specifically for older
people, AUKLS helps people often living in
poverty and isolation and suffering from
age-related health problems such as heart
disease, high blood pressure and mental
health conditions. Age UK is dedicated to
the promotion of the well-being of all older
people and to helping make later life a
fulfilling and enjoyable experience.

AGE UK LEWISHAM AND SOUTHWARK

CCHF ALL ABOUT KIDS

We aim to make a
positive contribution to
our local communities
TERRA FIRMA ANNUAL REVIEW 2016
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CCHF All About Kids was established in
1884 to take children from London’s slums
away for holidays in the fresh air and country
surroundings. Today, the charity provides a
range of residential activity and respite breaks
for children aged 7- to 11-years old. It allows
children, many of whom suffer poverty,
neglect and domestic violence, to escape
the traumas of their everyday life and simply
‘become children again’. Through various
activities such as visits to the seaside and
team games, the charity helps children
grow in confidence, develop social skills
and learn greater independence.

03

The Terra Firma Charitable Trust, a non-profit
charitable fund formed and funded by TFCPL
and its employees, was established in 2002.
Its mission is to make charitable investments
which will directly benefit the local community
in the London Borough of Southwark, where
our London office is located. We principally
support programmes that put an emphasis
on aiding and educating children and helping
the elderly. TFCPL’s donations have enabled
the Trust to make total commitments of close
to £2.5 million to charitable organisations
working in and for our local community.
In addition to financial support, TFCPL
employees are given the opportunity to
contribute their time to these charitable
organisations in our local community.
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CONTACT THE ELDERLY

For more than 50 years, Contact the Elderly
has been creating long-lasting friendships that
are life-changing for isolated older people.
The charity’s monthly Sunday afternoon tea
parties offer a simple solution to reducing the
loneliness felt by thousands of older people
aged 75 and over. Contact the Elderly is
currently supported by over 10,000 volunteer
drivers and hosts, who work together to bring
people back into the community, developing
fulfilling friendships and support networks,
and giving everyone involved something to
look forward to each month.
DEBATE MATE

Reprezent 107.3FM, the country’s only youthled FM radio station, has been supported by
Terra Firma to train 35 young Southwark
residents per year who are either not in
education, work or training or who are at risk
of becoming so. Its unique training model
provides a safe and engaging platform for the
development of transferable employability
skills via hands-on training in radio presenting
and production in a live FM and DAB radio
broadcast environment. Those accessing the
project are mentored by industry professionals
and given experience to enhance their public
speaking, timekeeping, interview techniques,
ICT, written and writing development as well
as editing and technical training.

03
BUSINESS AND
FINANCIAL REVIEW

Debate Mate is a UK registered educational
organisation founded to increase social
mobility amongst young people, aged 9-18,
from disadvantaged backgrounds – typically
those attending challenging inner-city schools.
Debate Mate’s Core Programme sets up and
runs peer-led debate clubs to help young
people, aged 9-15, realise their true potential
by teaching and developing key life skills
– speaking and listening; confidence;
resilience; teamwork; leadership and
critical thinking.

REPREZENT

THE PRINCE’S TRUST

The Prince’s Trust is a UK charity which gives
11-30 year olds the practical and financial
support they need to stabilise their lives.
The charity helps young people develop
key skills while boosting their confidence
and motivation.
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WHIZZ-KIDZ

RESPONSIBLE
INVESTMENT
ST VINCENT DE PAUL SOCIETY

South London Cares is a community network
of older and younger neighbours, spending
time and helping one another in a rapidly
changing city. Through its Social Clubs
and one-to-one Love Your Neighbour
programme, neighbours share time,
company, conversation, laughter and
ultimately, friendship, with the aim of
tackling isolation and loneliness across
Southwark and Lambeth.
The Terra Firma Charitable Trust supported
the charity with a grant to establish brand
new Social Clubs in Peckham, including a
fortnightly choir which sees over 30
neighbours singing everything from
The Beatles to the Spice Girls every
other Wednesday evening.

TERRA FIRMA ANNUAL REVIEW 2016

XLP

XLP was founded by Patrick Regan OBE,
twenty years ago after a stabbing in a school
playground in Lambeth. Today, it works in
eight boroughs around the City of London,
with the key aim of creating positive futures
for young people living in some of the most
disadvantaged communities in London.
It works with 1,500 young people per day,
one-to-one or in small groups, with a focus on
those who are excluded or on the verge of
exclusion from school, or who are involved in
or on the edge of gangs or criminality. The
Community Bus Project, supported by Terra
Firma, travels to 17 inner city estates each
week with 70 per cent of regular attendees to
the project showing significant improvement
in attitudes and behaviours.

CREATING VALUE. BUILDING BETTER BUSINESSES.
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SOUTH LONDON CARES

Whizz-Kidz’ vision for the future is that all
young wheelchair users’ lives are full of fun,
friendship and hope for an independent
future. Just like any other child’s.

03

The St Vincent de Paul Society is an
international Christian voluntary
organisation dedicated to tackling poverty
and disadvantage by supporting people in
need in local communities in England and
Wales irrespective of ideology, faith, ethnicity,
age, sexual orientation or gender. Its 10,000
committed volunteers seek and find those
in need and offer them sincere friendship.
They visit them on a regular basis at
home, in hospital and while in care, offering
friendship and practical support such as food,
furniture or financial help where needed.
They also organise trips and events for older
and isolated people and provide holidays for
children and families. Their volunteers annually
carry out around 500,000 recorded visits,
amounting to an estimated one million hours
of voluntary service in the community.

Across the UK thousands of disabled children
struggle to get the right wheelchair, services
and support they need, leaving them
isolated, frustrated and destined for a life of
dependency. Whizz-Kidz transforms the lives
of young disabled people by providing the
vital wheelchairs they need, as well as the
opportunities and life skills in the form of:
wheelchair skills training sessions; youth clubs;
residential camps; and employment
opportunities, enabling young wheelchair
users to develop crucial skills and build
confidence, aspiration and independence.
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TFCML is fully committed to supporting
its local community in Guernsey, with its
donations totalling close to £500,000.
TFCML supports the following organisations:
AUTISM GUERNSEY

Creative Learning in Prison (‘CLIP’) was created
in 2013 to work closely with the Governor of
Guernsey Prison in the provision of creative
learning as a key pathway contributing to a
reduction in reoffending for those serving
prison sentences. CLIP seeks to help bridge
the funding gap between the perceived
acceptable spending of public money for
core numeracy and literacy in order to
enable creative learning to take place. Many
prisoners who attend the activities funded
by CLIP are motivated into more formal
learning by their experiences in these
different learning environments.

TERRA FIRMA ANNUAL REVIEW 2016

HEADWAY GUERNSEY

Headway Guernsey supports over 70 islanders
and their families, who are living with the
long-term effects of a brain injury. The charity
provides a wide range of services that bring
people together in a supportive and positive
environment. Through a series of cognitive
modules, physical rehabilitation and social
sessions, members can build their confidence,
learn new skills and support each other in a
confidential setting.
HELP A GUERNSEY CHILD

Help a Guernsey Child was established in
2001 to raise funds for deserving children in
the Bailiwick of Guernsey. The charity actively
seeks to assist disadvantaged local children,
young people and youth organisations, as well
as meeting some specific individual needs.
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CREATIVE LEARNING IN PRISON –
GUERNSEY PRISON

The Dyslexia Day Centre is a Guernseybased charity organisation offering tuition,
assessments, support and advice to anyone
affected by dyslexia. Since the Centre’s
inception in 1987, it has helped over 4,500
children. Its contribution to the community
was recognised when it received the Queen’s
Award in 2011.

03

Autism Guernsey is an independent charity
set up in 2013 to assist and support people
on the autism spectrum in Guernsey. Its aim
is to ensure those with autism are able to lead
full, positive and inclusive lives and enjoy a
reasonable degree of independence. It seeks
to share its knowledge and expertise with
parents, carers and other professionals in
order to support the development of skills
and strategies needed to provide the best
care and support for people with autism.
It has pioneered a number of services,
events and clubs for both adults and children.

DYSLEXIA DAY CENTRE
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XLP

03
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BUILDING POSITIVE
RELATIONSHIPS AND
BRIGHTER FUTURES

Following the stabbing, Patrick Regan OBE,
the founder and CEO, then a local youth
worker, was asked to go into the school to
work with students and teachers to help with
difficult behavioural issues in the aftermath of
the incident.
Ever since, XLP (which stands for The eXceL
Project) has been creating positive futures
for young people growing up in deprived
inner city estates. Terra Firma has been an
enthusiastic supporter of its work since 2008,
helping XLP to build relationships with young
people struggling daily with issues such as
family breakdown, poverty, unemployment
and educational failure, and living in areas that
experience high levels of anti-social behaviour,
criminality and gang activity.

TERRA FIRMA ANNUAL REVIEW 2016

“I first heard about XLP in 2013. I was on my
way home and I bumped into Ethan, the youth
worker on the X-Mobile recording studio van.
At the time I wasn’t really sure about music so
I kept saying that I’d come the next week. One
day I actually came and recorded something.
That’s when everything started happening
– me and Ethan have built up a positive
relationship since then and I’ve had some
amazing experiences, like a bunch of us going
to Abbey Road recording studios for a visit.
“Before the van, I never really did anything.
I was constantly in trouble at school and got
into fights a lot because I had anger issues,
but XLP has helped change that. The first time
that I went to the van I recorded a song I’d
written about my cousin who was murdered.
Ethan heard the lyrics and we started talking
about it. I’ve realised that music can help me
to release things that used to make me angry
– when I write a song, the feelings I had go
into it.
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XLP was founded in 1996 after such an
incident; a stabbing in a school playground.

TEX’S STORY

03

Carrying a knife isn’t something young
people do on a whim. The reasons
they carry weapons and get involved
in gangs are complicated, but all too
often the results are simply devastating.

In the 21 years since its launch, XLP has shown
how powerful and life-changing it can be for a
young person to have a positive role model,
consistent relationships and a hope-filled
alternative to work towards. The organisation
now supports 1,500 children and young
people each week, whether one-to-one or in
small groups. Young people like Tex.
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21 YEARS OF BUILDING POSITIVE FUTURES

“XLP have also shown that they really do care Taken together, these initiatives provide a
and want to help young people. A while back holistic approach. They give young people:
I was experiencing a lot of changes and
challenges in my life, and I got stabbed. I was • A raised sense of self-worth, self-esteem
and increased educational achievement,
sitting my mock exams but I was thinking of
which helps them confidently and positively
just quitting everything, and then Ethan called
contribute to society
me and said, “Tex, I’ve got an opportunity…
to meet the Royal Family!”
• Fresh goals and the desire to work hard to
achieve them, and the encouragement to
“If Ethan hadn’t called me that day I don’t
make smarter lifestyle choices
think I’d be here; he literally called me at the
right time. I feel like Ethan and the other youth
• Positive attitudes and behaviours towards
workers understand young people; that they
their communities – including their
know how we feel and know how to make our
families, peers, local residents, teachers
lives better. I’ve seen it change me and I know
and the police.
it can change other young people as well.
“I’m very thankful to XLP for turning my life
around and for always being there.”
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Today, XLP reaches out to children and young
people across nine inner-city London
boroughs, including Southwark. Its projects
span educational support work in schools,
after-school clubs, mentoring, community
buses, arts, sports, summer camps and access
to training and employment.

03

“I’ve also started making more friends
because of the van. It’s created a social
network. Now I speak to people who I would
not have spoken to before and when we see
each other the first thing that will come up is
“Are you going to the van?”. I see Ethan as a
big brother and everyone who comes as one
big family.
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Terra Firma’s funding allows XLP
to provide a safe space for young
people to have fun, be themselves
and learn new skills

“Currently in Southwark we have three bus
projects running on the Silwood, Aylesbury
and Pelican estates. These are a crucial service
offered freely to these communities where
there is almost nothing else provided for
young people to positively engage in,
deprivation is high and anti-social behaviour is
a constant threat. Terra Firma’s funding allows
us to provide a safe space for young people to
have fun, be themselves and learn new skills
such as cooking and CV writing.

Every year, XLP is seeing growing numbers of
young people choosing positive alternatives to
gangs, flourishing at school and recognising
their full potential, because they have
relationships that nurture the belief that
change is possible.
Terra Firma’s ongoing support is playing a part
in helping that good work to continue, and we
are looking forward to ensuring that even
more young people in Southwark have the
opportunity to build positive relationships,
restore their trust in others and work towards
achieving their goals.

“Alongside this we have a team of trained gap
year students, degree placements and
volunteers who work within five schools and
provide support in emotional literacy and
educational attainment through group work
and one-to-one mentoring.”
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JOEY MILER –
SENIOR YOUTH WORKER, SOUTHWARK

LOOKING AHEAD

03

The charity works closely with around
40 schools and pupil referral units and on
26 inner-city estates. It strongly believes that
working consistently and long term with a
young person in multiple contexts – such as
their school, with their family and on their
estate – and in a variety of creative ways can
accelerate the development of trusted
relationships and significantly increase the
opportunity for change.
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GOVERNANCE
Terra Firma is committed to the highest
standards of corporate governance, and we
operate within an extensive framework.
TFCPL
THE BOARD OF DIRECTORS

TFCPL is managed and controlled in the
UK. It has a board of UK-based directors
comprising three Executive Directors, Andrew
Géczy, Dominic Spiri and Trudy Cooke, and
one Non-Executive Director, Deborah Pluck.

03

Deborah Pluck is a Fellow of the Institute of
Chartered Accountants in England and Wales.
Deborah started her training with a national
audit firm in Bristol before moving back to
Oxford where she qualified and subsequently
became a Partner in Oxford’s longest
established accountancy practice. She holds
a number of director and trustee roles outside
the practice including Chairman of the
Governors of an independent school in
Oxford. She is a founder member of The
Oxfordshire Women’s Forum which champions
the role of women in local business.

BUSINESS AND
FINANCIAL REVIEW

William Burnand is Company Secretary and is
a qualified solicitor in England and Wales.
William qualified in 1994 and trained at
Slaughter and May for seven years, in London
and New York, before moving to Nomura
International plc in 2000 where he worked
closely with its Principal Finance Group.
William joined Terra Firma in 2002 when it
spun out from Nomura.

Milan Pavlovic
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The Board meets at least quarterly, but in
practice more often. The Board’s
responsibilities include the setting and
monitoring of strategy and direction of the
business, approval of the annual budget,
approval of the Financial Statements, review
of anti-money laundering and compliance
reports, and appointment of members of
sub-committees of the Board.
INVESTMENT COMMITTEE

PORTFOLIO BUSINESSES

Immediately following an acquisition,
we establish comprehensive corporate
governance policies at the portfolio
business level. We appoint senior Terra Firma
professionals and non-executive directors to
the boards of each business alongside its
executive management to drive continued
alignment. We also provide written board
governance frameworks with documented
limits of authorities and set up sub-committees
for responsibilities such as finance, audit
and remuneration.
REMUNERATION COMMITTEE

The Remuneration Committee consists
of Andrew Géczy, Trudy Cooke and
Dominic Spiri, and meets as required.
It is responsible for all compensation and
EXECUTIVE COMMITTEE
benefits issues, including Terra Firma’s
Terra Firma’s Executive Committee meets to
broad policies and principles in this regard
discuss all aspects of the firm’s management
from a strategic and operational perspective. and the individual remuneration packages
This includes the strategic direction of the firm, for all TFCPL employees.
its funds and investments, stakeholder
SUSTAINABILITY COMMITTEE
relations, investor alignment, personnel and
corporate responsibility matters. Its members The Sustainability Committee oversees Terra
Firma’s Responsible Investment Policy which
are the Chairman and CIO, Vice Chairman &
sets out guidelines for the consideration of
Head of Portfolio Businesses, CEO, CFO,
ESG factors in the way we run our own
COO and Head of Investor Relations.
operations, make new investments and
manage our portfolio businesses.
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In addition to our investment process, we
have established committees and policies to
manage the running of the firm and its
portfolio businesses.

The Operating Committee reviews the firm’s
operations, systems and processes related to
deal- and non-deal-related activity. It
encompasses the day-to-day operation of
organisational functions, including Investor
Relations, Finance, Legal, HR, IT and Facilities
Management, as well as firm-wide special
projects. Its members are the COO, CFO,
Head of Investor Relations and the firm’s
Managing Directors.

03

Terra Firma’s Investment Committee evaluates
and formally approves investment, divestment
and refinancing proposals. It provides
feedback to transaction teams relating
to the deal’s ability to meet the firm’s
investment criteria and strategic value creation
drivers. The committee approves proposals
that it determines as suitable for submission
to the General Partner. Its members are
the Vice Chairman & Head of Portfolio
Businesses, CEO, CFO, COO, Head of Investor
Relations and, when required, the firm’s
Managing Directors.

OPERATING COMMITTEE
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GOVERNANCE
TFCML

TFCML has a board of Guernsey-based
directors comprising two Executive Directors
– Guy Hands and Rupert Mackay – and two
Non-Executive Directors – John Stares and
Iain Stokes.
Rupert Mackay qualified as a Chartered
Accountant in 1995 with Coopers & Lybrand
Deloitte and moved to Nomura International
plc in 1997, where he worked for its Principal
Finance Group from 1998. Rupert joined Terra
Firma in 2002 when it spun out from Nomura.
He moved to Guernsey in 2012.

Terra Firma has a Conflicts Policy addressing
both personal and corporate conflicts of
interest. Most procedures for dealing with
conflicts of interest involve, initially, disclosure
of the relevant conflict to the affected parties
and then either seeking such third parties’
consent to the conflict or refraining from
taking the conflicting action. Detailed policies
are in place to regulate, amongst other things,
business or other activities outside TFCPL,
entertainment and gifts, personal account
dealing and directorships in the portfolio
businesses. In addition, each Terra Firma
fund has an Advisory Board composed of
representatives of a selection of that fund’s
investors. The principal purpose of each
Advisory Board is to consider and, if thought
appropriate, consent to arrangements being
entered into when there is a possibility of a
conflict arising.
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CONFLICTS OF INTEREST
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John Stares joined Terra Firma in 2007 as a
Non-Executive Director of the Group’s
Guernsey-based entities. Before moving to
Guernsey in 2001, John was with Accenture for
23 years. During that period, he worked as a
strategic, financial, change and IT consultant
with major clients in many industry sectors and
during his 15-year tenure as a partner held a
variety of leadership roles in Accenture’s
Canadian, European and Global consulting
businesses. John is Chair of JT Group
(formerly Jersey Telecom) and a NonExecutive Director of INPP plc. He is also
Vice-Chair of Governors of More House
School and a Trustee of New Philanthropy
Capital. He is a Fellow of the Institute of
Chartered Accountants in England and Wales,
and a Member of the Worshipful Company of
Management Consultants.

Iain Stokes joined Terra Firma in 2003 as a
Non-Executive Director of the Group’s
Guernsey-based entities. In his early
career, Iain worked for BDO and Guernsey
International Fund Managers Limited
(part of ING Barings) before joining Mourant
International Finance Administration (‘MIFA’) in
2003. As Group Managing Director, he was
responsible for MIFA’s office network covering
North America, Europe and Asia. Iain was a
member of the executive team that managed
the sale of MIFA to State Street in 2010 and
where he was a Senior Managing Director
until 2012. He holds a range of non-executive
directorships of fund management and
investment companies focused on alternative
asset strategies.
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TRANSPARENCY
We are proud of the work we do to improve
businesses and we consider it essential that all
our stakeholders understand our objectives,
plans and results, and how our activities
contribute to the wider community.
We are committed to providing our investors
and other stakeholders with a high level
of disclosure around our structure and
operations and how we create long-term
value in our businesses.

Reporting Group (‘PERG’ – formerly the
Walker Guidelines Monitoring Group)
guidelines, although this is not mandatory
for non-UK businesses. Annual PERG reports
on industry compliance have consistently
included Terra Firma’s businesses as examples
of good disclosure.
Terra Firma is active in the development of
industry practices, through the British Private
Equity & Venture Capital Association (‘BVCA’)
and Invest Europe. In addition, Terra Firma
adheres to the Institutional Limited Partners
Association (‘ILPA’) Private Equity Principles.

03

In 2007, following the recommendations made
by Sir David Walker in his report ‘Disclosure
and Transparency in Private Equity’, Terra
Firma was one of the first private equity
groups in the UK to publish an annual review
of its business. Our portfolio businesses share
our dedication to transparency, corporate
social responsibility and environmental
awareness. The majority publish annual
reports in line with the Private Equity

BUSINESS AND
FINANCIAL REVIEW

Pav Subramaniam, James McDowell, Ed Motley
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ALIGNMENT
At Terra Firma, we strongly believe in the
partnership between the investors who
provide capital and the private equity
funds that invest that capital. The long-term
alignment of interest between the investor,
the private equity fund and its employees
is of the utmost importance.
We have been one of the largest investors in
each of our funds, with Terra Firma having
committed more than €1 billion in the firm’s
five previous funds. This commitment means
that we are strongly incentivised to maximise
returns for our investors.

03

Terra Firma’s reward structure for its
employees reflects this alignment. The
majority of our team is primarily compensated
by long-term incentives, thereby ensuring our
economic interest is aligned with our investors.
We also look to fully incentivise our business’s
management to align them with our objectives
to maximise value in each business.

BUSINESS AND
FINANCIAL REVIEW

By nurturing each investment throughout
our ownership towards its eventual exit,
we believe that we benefit each portfolio
business’s stakeholders by creating more
sustainable value.

Anthony D’Souza
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GENERAL
ACCOUNTABILITY
AUTHORISED STATUS

TFCPL is authorised and regulated by the
Financial Conduct Authority (‘FCA’) to provide
investment advice to, and arrange deals for,
the Terra Firma funds. TFCML is licensed by
the Guernsey Financial Services Commission.
COMPLIANCE OFFICERS

FINANCIAL STATEMENTS

TFCPL prepares annual audited financial
statements. These financial statements, which
are prepared in accordance with the UK
Companies Act 2006, are prepared to give
a true and fair view of the performance and
position of TFCPL. TFCPL’s year end is
31 March and the financial statements are filed
annually at the UK Companies House where
they are publicly available. TFCPL’s auditor is
Deloitte LLP.

TERRA FIRMA ANNUAL REVIEW 2016

CONTINGENCIES – LITIGATION

TFCPL and TFCML are not currently involved
in, and have no knowledge of, any threatened
litigation involving any of them which would
have a material adverse impact on their
results, operations or financial condition.
OWNERSHIP

Guy Hands is the ultimate beneficial owner of
both the share capital of TFCPL and TFCML.

CREATING VALUE. BUILDING BETTER BUSINESSES.
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Estera Administration (Guernsey) Limited
is the Compliance Officer of TFCML. The
Guernsey Compliance Officer’s function is to
ensure that the Guernsey-based directors and
employees of TFCML comply with the rules of
the Guernsey Financial Services Commission
and other relevant local legislation.

TFCML prepares annual audited financial
statements. These financial statements are
prepared in accordance with the Companies
(Guernsey) Law, 2008 to give a true and fair
view of the state of affairs of the company and
of the profit or loss of the company for that
period. TFCML’s year end is 31 March and its
auditor is Deloitte LLP. The TFCML directors
are responsible for keeping proper accounting
records that disclose with reasonable accuracy
at any time the financial position of TFCML
and enable them to ensure that the financial
statements comply with the Companies
(Guernsey) Law, 2008. They are also
responsible for safeguarding the assets of
TFCML and hence for taking reasonable steps
for the prevention and detection of fraud and
other irregularities.

03

William Burnand is the Compliance Officer
of TFCPL. The Compliance Officer’s function
is to, amongst other things, ensure that the
UK-based directors and employees of TFCPL
comply with FCA rules and any other rules
and regulations governing the conduct of
designated investment business under the
Financial Services and Markets Act 2000.

The directors of TFCPL are responsible for
keeping proper accounting records which
disclose with reasonable accuracy at any time
the financial position of TFCPL and enable
them to ensure that the financial statements
comply with the UK Companies Act 2006.
They are also responsible for safeguarding
the assets of TFCPL and hence for taking
reasonable steps for the prevention and
detection of fraud and other irregularities.
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RISKS AND
UNCERTAINTIES
The Terra Firma advisers must provide high
quality investment advice to the Terra Firma
fund managers. This advice necessarily
provides views on uncertain future conditions
and events which may not turn out as
expected. The Terra Firma advisers have the
appropriate skilled investment professionals,
organisational structure and processes to
manage the risk inherent in this activity.
Where risks are relevant they are taken
into account by the Terra Firma fund
managers in the risk and return assessment
of a potential investment.

TERRA FIRMA ANNUAL REVIEW 2016

Terra Firma is advised by an array of
distinguished professionals from the realms
of politics, economics and business. These
advisers provide independent insight and
ideas on specific business sectors, and advise
on how current and changing political
landscapes might affect investment activity.
Many of our external advisers have a longterm relationship with our firm, including those
who have formerly held senior positions at
Terra Firma, and several have worked across
multiple portfolio businesses in both executive
and non-executive roles.
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In reaching their decisions, the Terra Firma
fund managers take into account the advice
of the Terra Firma advisers as well as the fund
managers’ strategy and the risk and return
profile of an investment opportunity. We
believe that this consistent approach, and the
resulting build-up of knowledge, enhances
Terra Firma’s ability to extract additional value
in transactions and generates higher returns
with less risk. The Terra Firma fund managers
bring objective discipline to the review of each
investment opportunity.

The advice that the Terra Firma advisers
provide aims to take account of potential
market risks related to economic and political
events and trends. In order to stay appraised
of current events and future financial trends
and to help form their view, the Terra Firma
advisers constantly review advice from
economic, political, legal, financial, tax and
accounting advisory firms.

03

RISK MANAGEMENT

The ongoing dialogue between the Terra
Firma fund managers and the team working
on a particular transaction results in the
sharing of best practices across all Terra Firma
transactions as well as identifying additional
risks and opportunities that might otherwise
have gone unnoticed. It also increases pricing
discipline and generally acts as a constructive
check for the transaction team.
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CORPORATE RISK

Terra Firma has policies and procedures in
place to appropriately consider and manage
its risks as set out below:
LIQUIDITY RISK

Terra Firma has a financial reporting and
budgeting process which incorporates regular
cash flow forecasts of fee income and
overheads. Given the predictable nature of its
cash flows, liquidity risk is remote.
LEVERAGE RISK

The Terra Firma advisers have no
current borrowings.
INTEREST RATE RISK

Given the success of the strategy to date and
the strength of the advisory team, the Terra
Firma advisers consider it unlikely that the
Terra Firma fund managers might seek
alternative investment advisers.
KEY MAN RISK

The operations of Terra Firma are highly
dependent on a small number of senior
personnel, including Guy Hands, being able to
perform their roles. Terra Firma has considered
the risk of the resignation, incapacity or death
of these individuals and has put in place
appropriate plans to manage this risk,
including the purchase of key man insurance.
The risks outlined here represent those faced
by Terra Firma.

03

Terra Firma has no interest rate exposure
as it has no current borrowings.

COMPETITOR RISK
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The risks faced by the Terra Firma funds
CURRENCY RISK
are set out in the Notes to the Accounts
TFCPL and TFCML are exposed to currency
in Section 4. The portfolio businesses
risk to the extent that, while their incomes are will face risks in their normal course of
predominantly in sterling, some of their costs
business and these will be set out in their
are in euro. While these costs are not hedged, respective accounts.
management believes they do not represent
a material risk to the business.
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Rostock, Namibia

TERRA FIRMA ANNUAL REVIEW 2016

CREATING VALUE. BUILDING BETTER BUSINESSES.

125

OUR
FUNDS

Our Funds

04

04

Contents

Chairman's Letter

1	Executive Summary

2	Portfolio Business Review

3	Business and Financial Review

4	Our Funds

5	Contact Information

OUR FUNDS – TFCP II, TFCP III, TFSOFI

TERRA FIRMA FUNDS
AGGREGATED FINANCIAL STATEMENTS1
BALANCE SHEET

NOTE

AGGREGATE 2016
€’000

AGGREGATE 2015
€’000

2(b), 5

5,569,781

6,945,944

49,470

52,454

6

768

265

7

4,150

1,835

NET ASSETS

5,615,869

6,996,828

PARTNERS’ ACCOUNTS

5,615,869

6,996,828

Revaluation surplus included in Net Assets

(2,040,425)

(2,790,103)

Book Value of Net Assets

3,575,444

4,206,725

NOTE

AGGREGATE 2016
€’000

AGGREGATE 2015
€’000

Net (loss)/gain from investments at fair value through profit
or loss

2(b)

(145,846)

956,460

Bank interest

2(c)

–

2

General Partner’s Share

(43,952)

(51,519)

Partnership expenses

(24,111)

(14,597)

(3,341)

(101)

Auditor’s remuneration

(271)

(352)

Bank charges

(178)

(47)

(217,699)

889,846

FIXED ASSETS
Investments at fair value through profit or loss
CURRENT ASSETS
Cash at bank
Accounts receivable
CURRENT LIABILITIES
Accounts payable

PROFIT AND LOSS STATEMENT

NET RESULT FOR THE YEAR
1

2(d)

 lthough Terra Firma Deutsche Annington’s (‘TFDA’) investment in Deutsche Annington was exited in 2014 and TFDA is no longer
A
an active fund, the TFDA Partnerships still exist and are therefore included in the aggregated financial statements
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Foreign exchange loss
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INCOME AND EXPENDITURE
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OUR FUNDS – TFCP II, TFCP III, TFSOFI

NOTES TO THE FINANCIAL STATEMENTS
1. ORGANISATION AND PURPOSE

The financial information presented represents the aggregated financial position
and financial performance of the Terra Firma Limited Partnerships described in the
following table (the Partnerships). The financial information has not been consolidated.
The Partnerships aggregated in the financial information are:
GENERAL PARTNER

Terra Firma Capital Partners II, L.P.-A

21 June 2002

Terra Firma Investments (GP) 2 Ltd

Terra Firma Capital Partners II, L.P.-B

21 June 2002

Terra Firma Investments (GP) 2 Ltd

Terra Firma Capital Partners II, L.P.-C

2 July 2002

Terra Firma Investments (GP) 2 Ltd

Terra Firma Capital Partners II, L.P.-D

2 July 2002

Terra Firma Investments (GP) 2 Ltd

Terra Firma Capital Partners II, L.P.-E

22 August 2002

Terra Firma Investments (GP) 2 Ltd

Terra Firma Capital Partners II, L.P.-F

25 October 2002

Terra Firma Investments (GP) 2 Ltd

Terra Firma Capital Partners II, L.P.-H

1 October 2003

Terra Firma Investments (GP) 2 Ltd

TFCP II Co-Investment 1 L.P.

24 November 2003

Terra Firma Investments (GP) 2 Ltd

TFCP II Co-Investment 2 L.P.

25 November 2004

Terra Firma Investments (GP) 2 Ltd

TFCP II Co-Investment 3 L.P.

23 March 2005

Terra Firma Investments (GP) 2 Ltd

TFCP II Co-Investment 2a L.P.

29 April 2005

Terra Firma Investments (GP) 2 Ltd

Terra Firma Capital Partners III, L.P.

19 December 2005

Terra Firma Investments (GP) 3 Ltd

Terra Firma Deutsche Annington L.P.

3 March 2006

Terra Firma Investments (DA) Ltd

Terra Firma Deutsche Annington-II L.P.

19 May 2006

Terra Firma Investments (DA) II Ltd

Terra Firma Deutsche Annington-III L.P.

19 May 2006

Terra Firma Investments (DA) Ltd

TFCP II Co-Investment 4 L.P.

23 August 2006

Terra Firma Investments (GP) 2 Ltd

TFCP III Co-Investment L.P.

4 September 2007

Terra Firma Investments (GP) 3 Ltd

TFCP II Co-Investment 4a L.P.

17 September 2007

Terra Firma Investments (GP) 2 Ltd

TFCP III Co-Investment 2 L.P.

29 November 2007

Terra Firma Investments (GP) 3 Ltd

Terra Firma Deutsche Annington-IV L.P.

19 December 2007

Terra Firma Investments (DA) Ltd

Terra Firma Deutsche Annington-V L.P.

19 December 2007

Terra Firma Investments (DA) Ltd

TFCP II Co-Investment 4b L.P.

4 August 2008

Terra Firma Investments (GP) 2 Ltd

TFCP III Co-Investment A L.P.

4 August 2008

Terra Firma Investments (GP) 3 Ltd

TFCP III Co-Investment B L.P.

2 July 2009

Terra Firma Investments (GP) 3 Ltd

TFCP III Co-Investment 2A L.P.

24 May 2010

Terra Firma Investments (GP) 3 Ltd

TFCP III Co-Investment C L.P.

19 November 2010

Terra Firma Investments (GP) 3 Ltd

Terra Firma Special Opportunities
Fund I, L.P.

12 March 2012

Terra Firma Investments
(Special Opportunities Fund I) Ltd
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NOTES TO THE FINANCIAL STATEMENTS
The principal place of business of the Partnerships is Guernsey. Their day-to-day activities
are carried out by the General Partners of the Partnerships on behalf of the Partners.
The main purpose of the Partnerships is to provide Partners with long-term capital
appreciation through the acquisition of equity and equity-related investments predominantly
in unquoted companies in Western Europe and by making other selective equity and
equity-related investments.
2. PRINCIPAL ACCOUNTING POLICIES

The following accounting policies have been used consistently in dealing with items which
are considered material in relation to the Partnerships’ financial statements:
(a) BASIS OF ACCOUNTING

The aggregated financial statements have been prepared in euro since this is the functional
currency of the Partnerships (except for TFCP II Co-Investment 1 L.P. and Terra Firma Special
Opportunities Fund I, L.P. whose functional currency is British pounds), and in accordance with
UK Accounting Standards including FRS 102 The Financial Reporting Standard applicable
in the UK and Republic of Ireland.
(b) INVESTMENTS

Investments are recognised initially at fair value, which is normally the transaction price
adjusted for transaction costs. Subsequent to initial recognition investments that can be
measured reliably are measured at fair value with changes recognised in profit or loss.

04

Net (loss)/gain from investments includes all realised and unrealised fair value changes,
realised interest and foreign exchange differences.

OUR
FUNDS

In accordance with the Limited Partnership Agreements, investments in subsidiaries and
associates are held as part of an investment portfolio with a view to the ultimate realisation
of capital gains and hence fully consolidated financial statements are not prepared nor are
associates equity-accounted.
The General Partner has determined the fair value of all investments in accordance with the
IPEV Board’s Valuation Guidelines and these are disclosed in Note 5 to the financial statements.
(c) INCOME

Bank interest is accounted for on an accruals basis. Due to the nature of investments in the
Partnerships, whereby they are deemed to be equity or equity-related, investment income
receivable and foreign exchange gains and losses on investments are accounted for when the
receipt of income is reasonably certain. Where taxes on income received by the Partnerships
have been deducted at source, these have been allocated to individual Partners in accordance
with the Limited Partnership Agreements.
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(d) FOREIGN EXCHANGE

Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are
reported at the rates of exchange prevailing at that date. All amounts for reporting purposes
are shown in euro. Investment transactions and income and expenditure items are translated
at the rate of exchange achieved in the transaction. The assets and liabilities of TFCP II
Co-Investment 1 L.P. and Terra Firma Special Opportunities Fund I, L.P. have been translated
into euro at the reporting date.
3. ALLOCATION OF PARTNERSHIPS’ PROFITS AND LOSSES

The profits and losses of the Partnerships are allocated between the Partners pursuant
to the Limited Partnership Agreements.
4. MATERIAL AGREEMENTS

Under the terms of the Limited Partnership Agreements, the General Partners are
responsible for the management of the Partnerships. Under the terms of the Investment
Advisory Agreements, TFCPL and TFCML were appointed to advise the General Partners
as to the acquisition, monitoring and realisation of the investments of the Partnerships.
5. INVESTMENTS
AGGREGATE 2016
€’000

AGGREGATE 2015
€’000

As at 1 January

6,945,944

7,282,437

Disposals during the year

(792,676)

(288,275)

Changes in fair value during the year

(360,435)

(113,076)

Foreign exchange impact

(223,051)

64,857

FAIR VALUE OF INVESTMENTS AT 31 DECEMBER

5,569,781

6,945,944

04

BOOK VALUE

3,529,356

4,155,841

OUR
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AGGREGATE 2016
€’000

AGGREGATE 2015
€’000

Drawdowns receivable

563

13

Recoverable costs receivable

204

252

768

265

EQUITY AND EQUITY-RELATED INSTRUMENTS:

6. ACCOUNTS RECEIVABLE

TERRA FIRMA ANNUAL REVIEW 2016

CREATING VALUE. BUILDING BETTER BUSINESSES.

129

Contents

Chairman's Letter

1	Executive Summary

2	Portfolio Business Review

3	Business and Financial Review

4	Our Funds

5	Contact Information

OUR FUNDS – TFCP II, TFCP III, TFSOFI

NOTES TO THE FINANCIAL STATEMENTS
7. ACCOUNTS PAYABLE
AGGREGATE 2016
€’000

AGGREGATE 2015
€’000

Costs payable

1,164

1,835

Other payable

2,986

–

4,150

1,835

8. RISK MANAGEMENT
GOVERNMENT REGULATION

The Guernsey Limited Partnerships are regulated by the Guernsey Financial Services
Commission. The operations of the Terra Firma portfolio companies are regulated by local
authorities where the companies operate. Changes to the regulatory frameworks under
which the companies operate are monitored.
The Partnerships operate complex legal and corporate structures across a number of legal
jurisdictions. The General Partners of the Partnerships take appropriate professional advice
on the suitability of these structures.
MACROECONOMIC RISKS

The Partnerships invest mainly in companies based in Europe. The performance of their
investment portfolios is influenced by economic growth, interest rates, foreign exchange
rates, and commodity and energy prices. This risk is mitigated by the geographically diversified
operations of the portfolio companies, which cover over 50 countries.

04

INVESTMENT DECISIONS

OUR
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The Partnerships operate in a competitive market. Changes in the number of market
participants, the availability of debt financing within the market and the pricing of assets
may have an effect on the Partnerships’ financial position, financial returns and ability to bid
successfully for potential acquisitions. The General Partners of the Partnerships appraise
potential investments in a rigorous manner, taking advice from a range of advisers,
including TFCPL.
VALUATIONS AND EXITS

The unrealised valuations of the Partnerships’ investments in portfolio companies and
opportunities to realise the value in these investments is affected by market conditions,
including the availability of debt finance and the level of activity in the buyouts market.
The timing of opportunities for the Partnerships to exit their investments is also dependent
on market conditions.
The Partnerships do not hedge the market risk inherent in their portfolios, but continually
monitor current conditions by taking advice from a range of advisers, including TFCPL.

TERRA FIRMA ANNUAL REVIEW 2016

CREATING VALUE. BUILDING BETTER BUSINESSES.

130

Contents

Chairman's Letter

1	Executive Summary

2	Portfolio Business Review

3	Business and Financial Review

4	Our Funds

5	Contact Information

OUR FUNDS – TFCP II, TFCP III, TFSOFI
LIQUIDITY RISK

By giving appropriate notice, the Partnerships may call on their Limited Partners to fund calls
for investment and partnership expenses. The Partnerships do not commit to investment
decisions beyond their ability to draw funds from investors.
CURRENCY RISK

The Partnerships generally report in euro and distribute profits to investors in euro.
The Partnerships invest in portfolio companies denominated in euro, US dollars, British pounds
and Australian dollars and pay expenses in a range of foreign currencies and hence have an
exposure to currency movements. The Partnerships hedge foreign exchange exposures in
the completion of investment acquisitions and realisations.
INTEREST RATE RISK

Some Partnerships bear short-term borrowings with floating-rate interest and are subject
to risk arising from changes in interest rates. As at year end, none of the Partnerships had
loans outstanding.
OPERATIONAL AND CREDIT RISKS

The Partnerships are exposed to a range of operational risks inherent in their portfolio
companies, including business disruptions, legal and regulatory changes and human resources
risk. The General Partners mitigate these risks by taking advice from TFCPL and TFCML.
Operational oversight of portfolio companies is maintained and supported by a reporting
framework and controls. The maximum credit risk of the Partnerships with regard to an
individual portfolio company is their carrying value of their investment in the company.

04
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CONTACT INFORMATION
TERRA FIRMA’S FUNDS

TERRA FIRMA’S SERVICE PROVIDERS

General Partners
Terra Firma Investments (GP) 2 Limited
Terra Firma Investments (GP) 3 Limited
Terra Firma Investments (Special Opportunities
Fund I) Limited
Old Bank Chambers
La Grande Rue
St. Martin’s
GY4 6RT
Guernsey

Terra Firma Capital Partners Limited
2 More London Riverside
London SE1 2AP
United Kingdom
+44 20 7015 9500

Boards of Directors of the General Partners
Glen Broadhurst
Guy Hands
Fred Hervouet
Tim Pryce
John Stares
Iain Stokes
Administrator
Estera Administration (Guernsey) Limited
Old Bank Chambers
La Grande Rue
St. Martin’s
Guernsey GY4 6RT
Funds’ Auditor
KPMG Channel Islands Limited
Glategny Court
Glategny Esplanade
St. Peter Port
Guernsey GY1 1WR

Terra Firma Capital Management Limited
Royal Chambers
St. Julian's Avenue
St. Peter Port
Guernsey GY1 3RE
+44 1481 754 690
Advisers’ Auditor
Deloitte LLP
Regency Court
Glategny Esplanade
St. Peter Port
Guernsey GY1 3HW
Press Enquiries
Rollo Head
Finsbury Limited
Tenter House
45 Moorfields
London EC2Y 9AE
United Kingdom
+44 20 7251 3801

CONTACT
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General Partners’ Auditor
Deloitte LLP
Regency Court
Glategny Esplanade
St. Peter Port
Guernsey GY1 3HW
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CONTACT INFORMATION
INVESTOR RELATIONS

Paul Spillane
Head of Investor Relations
North and South America
paul.spillane@terrafirma.com
+1 203 550 3840
Martin Bates
Director – Europe
martin.bates@terrafirma.com
+44 20 7015 9720
Anthony D’Souza
Director
anthony.dsouza@terrafirma.com
+44 20 7015 9558
Manabu Kurata
Director – Asia
manabu.kurata@terrafirma.com
+44 1481 754675
Eunho Lee
Director – Korea and Australasia
eunho.lee@terrafirma.com
+44 20 7015 9544
Ali Munir
Director – Middle East
ali.munir@panarae.com
+971 561 011 744
Fang Zhao
Head of China
fang.zhao@terrafirma.com
+44 20 7015 9526
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CONTACT INFORMATION
TERRA FIRMA’S BUSINESSES

Infinis Limited
First Floor
500 Pavilion Drive
Northampton Business Park
Northampton, NN4 7YJ
United Kingdom
+44 1604 662 400
www.infinis.com

Annington Ltd
1 James Street
London W1U 1DR
United Kingdom
+44 20 7960 7500
www.annington.co.uk
AWAS
Block B, Riverside IV
Sir John Rogerson’s Quay
Dublin 2
Ireland
+353 1 635 5000
www.awas.com
Consolidated Pastoral Company Pty Limited
72 Newmarket Road, Windsor
Brisbane
Queensland 4030
Australia
+61 7 3174 5200
www.pastoral.com

Odeon & UCI Cinemas Limited
Lee House
90 Great Bridgewater Street
Manchester M1 5JW
United Kingdom
+44 161 455 4000
www.odeon.co.uk
Rete Rinnovabile S.r.l.
Viale Regina Margherita 279
Rome 00198
Italy
+39 06 6489 3200
www.rtrenergy.it

Four Seasons Health Care Group
Norcliffe House
Station Road
Wilmslow
Cheshire SK9 1BU
United Kingdom
+44 1625 417 800
www.fshc.co.uk

Wyevale Garden Centres
Syon Park
Brentford
Middlesex TW12 8FF
United Kingdom
+44 20 8326 1358
www.wyevalegardencentres.co.uk
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Welcome Hotels
Welcome Hotels
Domring 2
59581 Warstein
Germany
+49 2902 88-1190
www.welcome-hotels.com/en
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Everpower Wind Holdings Inc
1251 Waterfront Place
3rd Floor
Pittsburgh, PA 15222
USA
+1 412 253-9400
www.everpower.com
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Terra Firma is a carbon neutral business,
offsetting emissions resulting from our
operations and our business travel

All landscape photography by Richard Waite
Designed and produced by Dusted.
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