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in airline services and

handling companies has

been announced over the

last decade. We have seen
private equity participation, industry
consolidation as well asinvestorsworking
with handling company management to
steer growth in a business that can only
continue to burgeon.

If there have been any surprises,
perhaps it is the extent to which private
equity has been keen to participate in a
service industry which - perhaps - re-
mains hard to fathom for those operat-
ing outside it. But the examples of pri-
vate equity interest in this service busi-
ness litter the aviation landscape and
continue to accrue,

EQUITY EVOLUTION

Investment from private  equity
participation has been particularly
noteworthy for the sums involved;

but also for the swift exits following
significant achievement and further
consolidation. Let us remember that
Candover invested €393 million in
Swissport in February 2002 only to exit
three years later when Candover sold the
Swiss handler to Ferrovial. Candover, at
the time, acknowledged that Swissport
waswell positioned to drive consolidation
in the market and, indeed, it did.

Further back, similar timescales were
at play when Castle Harlan acquired
Worldwide Flight Service in April 1995
from AMR - American Airlines parent
= in a deal that almost set the stage for
the later Swissport acquisition. By Sep-
tember 2001, Castle Harlan exited the
investment by selling for 5295 million
to Vinei SA, having grown the US based
handler through acquisition. Of course
WFS is now owned by LEO France, the
French private equity company.

More recently we have seen private
equity participation from 31 which has

n the airline services
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o business Aviapartner for a reported £160
- million. The private equity participant

The biggest source . works in partnership with Aviapartner
of value creation is through management to pursue international
growing the top line expansion, both organically and through

acquisition.

Another private equity fan of aviation
company investment is the Carlyle Group
which has companies such as aireraft re-
pairer Aviall and engine module builder
Avio SpA in its portfolio. Although the
equity participant has not bought into a
handler, it has bought a major provider
of transportation communications and

Clive Dalman,
Managing Director, Candover

shown itself to be a significant supporter
of aviation industry acquisition; witness
the investment in low cost airline Go Fly
and aircraft maintainer SR Technics. In
July 2005, 31 bought airlines services

PRIVATE EQUITY PARTICIPATION: SEEKING REVENUE AND EARMINGS GROWTH
THROUGH MARKET GROWTH AND PENETRATION AS WELL AS CONSOLIDATION
OPPORTUNITIES

Candaver practices a philosophy of investing in companies with strong management and then
backing management to build the businesses bath organically and through investment in tar-
get companies with a view to an exit within a three to five year timeframe. The private equity
partnership believes management's full involvement is crucial to the success of its deals.

Candover has invested in a number of sectors over the past 25 years, including the sup-
port services sector Clive Dolman is a Managing Director at Candover and formerly Chief
Financial Officer of Swissport, 8 company providing a variety of different services to the air-
line industry including baggage, passenger and cargo handling, security, cleaning and main-
tenance services. The Candover 2001 Fund that invested in Swissport in 2002, also invested
across a whole range of industries - not just airline-related businesses.

All the sarvice companias in which Candover has invested are exposed ta potential
growth as a result of the continuing trend towards outsourcing acrass the globe, At Candover,
the guest is for strong earnings growth potential and for businesses that can potentially gain
greater market share both through additional services and market consclidation.

“As a private equity investar, the biggest source of value creation is through growing the top
line. Inevitably there will always be some cost cutting, but this is not the main value driver” he
says. "In the case of Swissport, we acquired Cargo Service Centre, which gave us an additional
leq to the business and added top line growth. We also bought Groundstar, which specialised in
the low cost/charter airline segment and so created a new opportunity within our existing busi-
ness which, until then, had been primarily involved in servicing the scheduled airlines.”

In terms of when to exit and realize a private equity investment, Dolman comments:

"This tends to be market driven, In the case of Swissport, we were approached by Ferravial,
amongst others, who offered an attractive price based on what they believed they could add
to the business in taking it to the next level”,

[olman explains that the 2000 Candover Fund (€1.5 billion) was followed by the 2005
Candover Fund (€3.5 billion). The private equity partnership - in keeping with a number of
other private equity players - raises a new fund every three to four vears and will continue to
seek to generate value in whichever businesses, be they services or otherwise, offer the best
potential going forward.
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