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BEVERAGE

DEAL REVIEW:
JAN. 2012 THROUGH JULY 2013

By Michael Burgmaier

The stock market has hit all-time highs,
private equity has over $320 billion of
capital looking for a home, Coca-Cola
and PepsiCo have more than $27 billion
of cash on their combined balance sheets,
carbonated soft drinks continue their
seemingly perpetual, long-term decline
and the robust move towards healthier
and functional beverages continues.

What does that mean for the beverage
capital markets? Good things. This article
highlights some notable investments in
and acquisitions of beverage companies
in the United States since January 2012,
Many deals have occurred. Qur consumer
investment banking team at Silverwood
Partners has directly participated in eight
different beverage transactions since Janu-
ary 2012 — not all of which have been or
may ever be made public.

In the past I have written articles for
BevNET on topics such as strategic
acquirers and innovation, the company
characteristics that venture capital and
private equity funds look for in an invest-
ment opportunity, and the numbers and
metrics that matter most for investors and
acquirers. When we looked at the notable
deals from 2012 and so far in 2013, we
believe those earlier observations hold.
Investors and buyers look for brands that
can be very large “permission to extend,”
are on trend and are highly innovative.
They want leaders. When they get into the
numbers, growth in same-store-sales mat-
ters: when a company promotes, sales will
lift, but the new post-promotion baseline
sales levels had better exceed pre-promo-
tion levels. And making money matters...
if you’re not there now, then you need a
believable path towards profitability: the
higher the gross margin, the better. How
else can you afford the marketing needed
to become that billion dollar brand?



In addition, some themes within the deals clearly stand out.
Although we cannot print many of the deal specifics we know for
many of the transactions noted in this article, there are clearly
deals that are winners and losers. For example, mix-1 did not
turn out the way Hershey would have liked. PDK Energy’s SEC
filings detail a price paid to Hershey of $120,000 in cash and 2.5
million of non-trading company shares for the brand. This mul-
tiple will likely not appear in many business plans as an example
justifying pre-money valuations of 3-5X sales. On the other end
of the spectrum, some deals have outstanding multiples — almost
always well-earned.
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ty of Emil Capital Partners
(four deals) as a new, active
investor in the beverage space must be acknowledged. Angel
investors still matter as well and will continue to do so for quite
some time. For beverage companies with less than $5 million in
sales, angels are often the only capital available.

Meanwhile, acquisition theme highlights include healthy juice
(Bolthouse/Campbell’s; BluePrint/Hain; Innocent/Coca-Cola;
Evolution Fresh/Starbucks), the rise of tea (Teavana/Starbucks; Tea
Forte/Sara Lee) and artisan/gluten-free (Vermont Hard Cider).
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The joke on investors is true — they always enter the room
walking backwards with their eyes on the exit. They have to.
Without eventual liquidity, why would they invest? At Silver-
wood, we see hundreds of potential beverage investment and
M&A client opportunities a year — and just like the process that
investors and strategics go through, the vast majority of these
companics fail to pass our filter: too small, too limiting or niche a
brand, poor margins, lack of enough same-store-sales growth, ex-
cessive capital burn, competing in an overly-crowded category or
competing in one where strong exit opportunities are rare. The
novel opportunities and break-out brands with long-term staying
power are, rightfully so, few and far between. But they are there.
Look for some more interesting deals to be completed in the
second half of 2013 and the first half of 2014. Not all of these
will likely be announced and known — but several are in process

SELECT BEVERAGE FINANCINGS SINCE JAN. 1, 2012

COMPANY INVESTOR DATE
FRS Oak Capital 7113

Bai Brands Strand Equity Partners 6/13
NextFoods (GoodBelly) Maveron; Emil Capital Partners 5/13
Chia/Vie LA Libations 3/13
Core Power Coca-Cola 12/12
Maverick Brands Angel Investors 9/12
RUNA Angel Investors 9/12
KeVita KarpReilly 9/12
Sipp Emil Capital Partners 9/12
Balance Water Emil Capital Partners 6/12
Hint Water Verlinvest 6/12
Neuro TSG Consmer Partners 3/12
Coco Café Vita Coco 2/12
Cheribundi Emil Capital Partners 2/12

Source: Silverwood Partners, SEC filings, CapitallQ.

SELECT BEVERAGE ACQUISITIONS SINCE JAN. 1, 2012

COMPANY ACQUIROR DATE
Fruit 66 Sun Orchard 8/13
Premier Nutrition Post Holdings 7/13
Mix-1 PDK Energy 713

DS Waters Crestview Partners 7/13
Fizzy Lizzy White Rock Products 3/13
Innocent Ltd Coca-Cola 2/13
HyDrive Energy Big Red, Inc. 11/12
BluePrint Hain Celestial 11712
Teavana Starbucks 11/12
Vermont Hard Cider C&C Group 10/12
Tempt Healthy Brands Collective 9/12
Bolthouse Farms Campbell’s 712
Zico Coca-Cola 4/12

Alacer Pfizer 2/12
Thomas Kemper Soda Big Red, Inc. 1/12
Tea Forte Sara Lee 1/12

Source: Silverwood Partners, SEC filings, CapitallQ.

already, and those that have that “special something” will find
the capital and liquidity events they deserve. After Annie’s suc-
cessful IPO last year, also look for an increasing trend towards
IPO as a viable exit option for independent beverage brands with
scale and sustainable growth potential. More exit opportunities
equates to more investment opportunities. Stay tuned...

Michael Burgmaier is a Managing Director at Silverwood Partners.
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