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Structure of Presentation

The development axis for OMFB

Case study: Katsouris of London

Early era— traditional step-by-step growth
New Generation , alternative growth routes
Balancing growth versus family control
Scope for Equity Partners ? Alliances?
De-investment matrix

10 Pillars for Family Business Continuity
Questions and Answers
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Lets vote on
Growth versus Control




The Katsouris across Generations

Founding
Genea ba”
The Bros loannis Theodosis
2nd ‘ D Panik L. Costantinou
Genea Tony emosT ani o_s :
: Yerolemou Habeshis Katsouris :
Cousins K. Costantinou

Stella \( Maria
Andreo abeshis
3rd I ‘ :
Genea Stef, Adam Alexis
Habeshis Katsouris
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The Katsouris journey

Generation 2+3
2008+: Katsouris Bros-Cypressa

Genea 2
2001: KFF + UK/Euro partners

1993: Acquisition of Sahib Foods
1988: Filo Pastry Ltd
1982: Katsouris Fresh Foods Ltd

Genea 2
1976: Wine & Mousaka [3]

Genea 1+2
1960’s: Katsouris Bros UK

Genea 1
1950’s: Katsouris Bros Cyprus
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The Taramosalada Kings
Katsouris Fresh Foods Ltd

1960’s: Katsouris Bros, grocery & trading
1976: Wine & Mousaka Restaurants (3)

1982: KFF Ltd founded

Ethnic Med dips for wine-mousaka, tavernas
Cousin Consortium 5 x 20%

Family social capital for start up

Small loan -- £75K
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OMFB Stakeholders: KFF Ltd , 1982
Ownership

Management

P Katsouris 20%
A Yerolemou 20%

E Pishiris 20%
S Andreou 20%
D Habeshis 20%

Family




The Development of KFF Ltd
Capital needed to fuel growth

Mid 1980s; Med tourist traffic takes off
Key clients supermarkets (private label)
Market imposed growth

Development finance for

- Technology ; Premises ; Working Capital

All profits retained, bank loans exhausted
Funding for growth options ? Control ?

1986, Durrington Investment (Bros) offer
- £200K equity for 20% stake
- plus loan facility of £250K



he Development of the
Family Business System 1986-2000

Ownership Management

Durrington

Investment 20% NED J Montague

A Yerolemou 16%

P Katsouris 16% C Pishiris
D Habeshis 16% C. Constantinou
S Andreou 16%

E Pishiris 16%

L. Constantinou

Family



The Financial Profile - 2000

Sales £ 60m (E2m in 1986)
Sales growth 30% pa

Profits £9m

ROCE 80%

Gearing 85%-25%

Valuation : £85-90M ? (approx)



Growth Challenges...go on

More capital needs , Access to markets?
- Growth into Europe (the TESCO blessing)
- balance debt-equity

- NPD+NMD

- M&A of other brands
Diversification of risk — wealth base
- liquidity for passive owners
- Diversification of family net worth
Succession
- managerial team — future leader
- restructure shareholding ?
Financials, Taxation
- Capital gains tax
- Funding of other enterprises, retirement



New Millennium
Growth Capital Options?

VC - Development Finance ?

MBO-MBI ?

More Equity Capital from Durrington ?
Flotation? Where , Which equity market?
Trade Sale ?

Alliance ?

‘Lets walt & see’ - expired in Dec 2001



BAKKAVOR PLC
Offer : £102M
Gudmundsons Bros: 29%

. Katsouris : 19% ; plus Others

Bakkawvdr lceland

Bakkavdr Finland

Bakkavir Sweden
-

Bakkavdr Denmark
-

Bakkawvir Birmingham
L L

Katsouris Freshfood @9 Bakkaw@r Germany

L
Bakkawvdr France

-l Fesquera Isla Del Rey. Chile



Lets vote on
Growth versus Control




Its a balancing act...
Family Control
Culture, Commanders Careers ,Commitment

Liquidity a

Cash for Love ' Growth
* Capital

Source: de Visscher model



The Icelandic Solution L
1l

*Empathy on Valuation (£102 M), Multiple of 10
=Catalyst for growth - New Product/Market routes
*Liquidity for Passive Family shareholders

= Succession - outside talent - incentives

* Post Deal — Roles for Family Directors in Bakkavor
= Family Wealth Diversification (Bakkavor shares)
=Capital for K-Bros, Cypressa -- Branding

=Minority % - bigger hugely leveraged empire

= KFF Ltd in 2001-2004 doubled sales and profits


http://www.cia.gov/cia/publications/factbook/flags/ic-flag.html
http://www.cia.gov/cia/publications/factbook/flags/ic-flag.html

The Bakkavor touch on KFF Ltd

Turnover

Profit (Loss) before Taxation

Net Tangible Assets (Liab.)
Shareholders Funds

Profit Margin (%)

Return on Shareholders Funds (%)
Return on Capital Employed (%)
Liquidity Ratio

Gearing Ratio (%)

Number of Employees

2004

139,569 116,144
17,117 15,351
26,122 28,938
11,390 14,447

1226 13.22
150.28 106.26
65.53 53.05
0.87 0.95

208.09 121.17

2,164

2003

1,978

2002 2001
96,479 61,211
15,239 9,822
16,694 18,996
15,641 18,583
15.80 16.05
97.43 70.47
91.28 68.94
059 1./8
7095 298
1,750 1,497
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The re-investment matrix (Carlock & Ward)

STRATEGIC
POTENTIAL

FAMILY FORTE

COMMITMENT
High Low
High Renew Harvest
++ --
Medium Reformulate Hold
+ _
Low Regenerate Sell
++ ---

+ Required Investment
- Capital to be extracted

20
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Exit of Pathaks, Jordans, Bulgaris 

On 6 March 2011 French luxury group LVMH Moet Hennessy Louis Vuitton SA announced that it was acquiring Bulgari SpA in an all-share deal for €4.3 billion ($6.01 billion), higher than LVMH had offered for any other company.[8] Under the deal, the Bulgari family sold their 50.4 per cent controlling stake in exchange for 3 per cent of LVMH, thereby becoming the second-biggest family shareholder behind the Arnaults in LVMH.[9]


The Katsouris Experience

Mastered profitably : Growth versus Control
Financial Metamorphosis

— VC, Growth Capital

— Liquidity for Family

— Capital for Katsouris Bros - Cypressa

— Wealth, risk diversification

— Cash, love and harmony (passive cousins)
— Alternative investments (e.g. PHC)
Partners in a Multi-Familia in Business

What is the Price for the Prize ??



GOOD STRATEGIC PROGRESS

BAKKAV(OR

2007
April
TURNOVER £1,219 Acquisition of 4G
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BAKKAV(R
2005: Stakeholders of Bakkavor plc -- FOMDs

Ownership Management
Institutional
Investors 24% Board
Private Employees 1%
Investors 7%
Others 4%
Gudmundssons 40%
Katsouris 16% Paul
Liveras 8% Liveras

Family



BAKKAV(JR
The Board in 2008

e Agust Gudmundsson (1964), Non-exec chair
 Lydur Gudmundsson (1967), CEO

 Dion Liveras (1959), Executive

* Antonios Yerolemou (1942), NED
 Panikos Katsouris (1950), NED

 Plus 2 other NEDs
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http://www.cia.gov/cia/publications/factbook/flags/ic-flag.html
http://www.cia.gov/cia/publications/factbook/flags/ic-flag.html

Life Is erratic ....share price collapsed

i 12
BAI(WJR
85.23 wwww . bakkavor.con
p— b
i|= K130=£1
38.05 \ ..'f%i:‘v_f‘ ,



http://images.google.com/imgres?imgurl=http://www.adfg.state.ak.us/pubs/notebook/biggame/br-bear.gif&imgrefurl=http://www.adfg.state.ak.us/pubs/notebook/biggame/brnbear.php&h=345&w=346&sz=88&hl=en&start=7&um=1&usg=__vGX-kw1KIJKJb3u8eDpwlZbhFe8=&tbnid=_dEBwArJ9QkC0M:&tbnh=120&tbnw=120&prev=/images%3Fq%3Dbear%26um%3D1%26hl%3Den%26rls%3DRNWE,RNWE:2006-29,RNWE:en%26sa%3DN
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http://www.cia.gov/cia/publications/factbook/flags/ic-flag.html
http://www.cia.gov/cia/publications/factbook/flags/ic-flag.html

The Icelandic meltdown: ‘Business Vikings’

 Banks failures, including Kaupthing Bank

« Gudmundssons Bros major stake in Kaupthing
 Loan book of Kaupthing: loans to investors of
Kaupthing [G-Bros & Companies

e Oct 2008, G-Bros bought out Exista’s stake into
Bakkavor (8 Koronas)

« Bakkavor delisted from Nordic Exchange

o Katsouris family exited from Bakkavor PLC

e Strategic focus on the Katsouris Bros !



»

The reinvestment matrix (Carlock & Ward)

Vhah ogal

STRATEGIC
POTENTIAL

FAMILY FORTE

COMMITMENT
High Low
High Renew Harvest
++ --
Medium Reformulate Hold
+ _
Low Regenerate Sell
++ ---

+ Required Investment
- Capital to be extracted

29
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Exit of Pathaks, Jordans, Bulgaris 

On 6 March 2011 French luxury group LVMH Moet Hennessy Louis Vuitton SA announced that it was acquiring Bulgari SpA in an all-share deal for €4.3 billion ($6.01 billion), higher than LVMH had offered for any other company.[8] Under the deal, the Bulgari family sold their 50.4 per cent controlling stake in exchange for 3 per cent of LVMH, thereby becoming the second-biggest family shareholder behind the Arnaults in LVMH.[9]


The Financial Profile - 2014 “‘

(_\‘)ﬁEﬁa
Sales £45m (£12m in 2004)
Sales growth 20% pa
Profits £2.9m
ROCE 80%
Gearing /ERO

NO OVERDRAFT !!

MIXED

’:.:‘.. !l‘..j
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L’L OMFB Katsouris Bros Ltd 2015
(ypressa

foods of the sun

Ownership Management

A. Yerolemou 14.3%

C. Constantinou 14.3%
L. Constantinou 14.3%
D. Habeshis 14.3%

M Habeshis 14.3%
P. Katsouris 14.3%

E. Constantinou 14.3%

Family

3"d Genea




Katsouris Bros Ltd : Highlights
Cashin the Bank

il
O]

£4,437,000

- Employees
220

- Tumover
£43,209,000

0. Current Liabilties
111 £4,857,000

B comon
£19,049,000

N
11 £14,192,000



In £000’s

Financials of Katsouris Bros Ltd

Turnover
P&L

Net Assets
Shareholder Funds

Profit Margin
Return on SF
Return on CE
Liquidity Ratio
Gearing (%)
Employees

Total Assets

Net assets
Issued Capital
Total Reserves

Current ratio

43,209

2,312
14,192
14,191

6.93
21.10
21.10

2.55

220

19,049
14,192
30
14,162
3.30

38,424

2,656
11,880
11,878

9.15
29.61
29.60

2.18

180

16,491
11,880
30
11,849
2.87

35,251

1,883
9,222
9,223

8.77
33.52
33.53

1.86

0.07

161

12,935
9,222
30
9,193
2.72

31,020

2,348
7,399
7,399

10.53

44.13

44.13
1.20
1.35
150

12,333
7,399
30
7,369
1.84

25,510

1,186
5,776
4,550

5.90
33.10
26.07

1.11
42.53

126

10,442
5,776
30
4,521
1.61

19,251

496
5,588
3,716

3.65
18.92
12.58

0.76
82.56

150

9,920
5,588
30
3,686
1.24




Aopun Xpnuoatodotnonc-Pecking order

Mnyég N
Xpnuoatodatnong Zh\

Sources of Finance

ZUCGOWPEVMEVA KEPON
Retained Profits
Napatpapiypota

o/D

161 kepaAaia

Owners Equity
E¢wtepika davela
External Loans
Xpnuatodotiki picOwon
HP/Finance leasing
MNpaktépeuon anattioewv
Factoring

E¢wtepLkol EMEVOUTEG
External Equity

AAAEG INYEG

Other

OLKOYEVELOKEG
Emyaipnoeic
% of all % of all
Xpnuorto- E§wtepLkng
d6tnon¢ Xpnporo-
dotnong
51.5 ===
17.9 52.4
14.4 ===
6.2 18.2
4.7 13.8
2.6 7.6
0.8 2.3
1.9 5.6

Mn OKOYEVELAKEG

Emyaipoeig
% of all % of all
Xpnuoto E§wtepkng
d6tnon¢ Xpnpato
dotnong
42.8 ===
15.5 37.5
15.7 ===
8.5 20.4
10.9 26.3
3.8 9.2
1.3 3.1
1.5 3.5






Pillars for Family Business Continuity
1. Define values, goals, mission and vision
2. Craft a integrated strategic continuity plan
3. Develop evolving structures, governance, BoDs
4. Establish governance for family matters

5. FSC (ZOMA) to ensure bridges between FO-MB
» Trust - Communication - Professionalisation

6. Define succession planning process

/. Master 3C:Capital for growth? Control? Cash?
8. Develop [de-] Investment matrix (neo-enterprisers)
9. Establish a family constitution; Road Map-Rules
10. Network. x-chanae. Edu on O-M-F-B topics



Comments & Questions

Panikkos Poutziouris (PhD , MBA , BA Economics)

Professor in Entrepreneurship-Family Business
Director — Centre for Entrepreneurship
— UCLan CYPRUS

| ppoutziouris@uclan.ac.uk

- @@\{

uclan

University of Central Lancashir

CYPRUS — CEDAR
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ppoutziouris@uclan.ac.uk

Dr Panikkos Poutziouris is Professor of
Entrepreneurship and Family Business at UCLAN
University in Cyprus . He has been on the faculty of
Manchester Business School-UK for almost two
decades , as Fellow in SME Management , Senior
Lecturer in Entrepreneurship and as visiting Associate
Professor in Family Business , where he has led a
number of initiatives for SMEs and entrepreneurial
family firms.

He lectures, researches, publishes and consults
internationally on entrepreneurial management and
strategic financial developments for families in
business.

Professor Poutziouris has consulted with the
European Commission and OECD and cooperates
with many prestigious institutions including UBS
Wealth Management, Tilney Fund Management,
KPMG, NatWest Bank, SandAire Private Equity , Grant
Thornton, Stoy Hayward, PwC, Coop Bank, Coutts,
FBN-I etc. He is the past - president of IFERA -
International Family Enterprise Research Academy,
and previously served on the advisory board of IFB
(UK) and as a board member-trustee of the UK -
Institute for Small Business Entrepreneurship (ISBE).

In 2011, he has been honored with the Family Firms
Institute - International Award for exhibiting leadership
in promoting family business themes across
commercial, academic and social frontiers
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