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FJARFESTINGASNID
Fiarfestingarfélag Dagsetning | September 2008
Aurum Holdings Ltd Tegund vidskipta Hiutakaup
Niverandi hluthafar: : Nyt eigid £
BG Holding ehf 41,87% Upphad fjarfestingar USD 65-70
Fons 25,71% Milljénir
Jurek Piasecki 10,56% Hlutur Damas: 30%
Stjorn 11,20%
Adrir  10,66%

A. LYSING A STARFSEMI |
Aurum Holdings Limited (,,Félagid™) fwst einkum vid smasélu & skartgripum og trum
i Bretlandi undir virtum merkjum Goldsmiths (GS), Mappin & Webb (MW), Watches
of Switzerland (WOS) og My Diamonds.

Félagid med niverandi formi og merkjéum hefur feert Ot kviarnar med ailnokkrum
kaupum undanfarinn ératug. l

Félagid rekur ni 183 smasoluverslamr ia Bretlandi (GS-153, MW-17 og WOS -13).
Ny¥ustu tolur verda uppierdar.

B. VIBSKIPTI :
Med fyrithugudum vidskiptum er lagt | 11 ad Damas LLC (Damas) kaupi 18% hlut i
félaginu og verdi askrifandi ad 17% nyrra hiutabréfa sem bodin verda til sélu én tafa &
bradabirgdaheildarverdinu 65-70 rmﬂ]bmr USD. Hlutur Damas eftir ofangreind kaup
verdur 30% af félaginu. :

|

C. MAY ]
Bokfaert virdi hlutafjar { lok jantiar 2008 hefur verid dztlad GBP 47 milljonir. A
grundvelli DCF adferdar midad vid margfeldi af EBITDA, hafa eftirfarandi gildi venid
reiknud.

STABUR 0G DAGS.: /Q /[//Z 75 %

BYDANDI: ELLEN GVADOTY
DOMTULKUR 06

LOGG. SKIALARYEA
FIOLD! BLARS.: XD

6149

1/5




EBIDTA-margfeldisadferd

Fjarhabir { GBP — 000

Veginn medalfjirmagnskostnadur 11,6%
Nettovirdi frjals sjédsstreymis 60,634,6
Samningsmargfeldi (exit multiple) 7.0x
Lokavirdi 208,131.27
Nuvirdi lokavirdis 120,469.30
Lokavirdi sem % af heildarvirti félags 66,52%
Heildarviréi félags £181,103.9
Fradregid: Nettoskuldir {74,123.0)
Eiginfjarvirdi £106,980.9
Kaupstig fyrir Damas
Eiginfjarvirdi skv. ofangreindri adferd £106,981
1. stig:
Kaup 4 hlutum piiverandi hluthafa 18% | £19,257
2. stig:
Ny hlutabréf gefin it 4 Damas £18,339
Heildarfjarfesting Damas £37,596
Heildarfjirfesting Damas f USD (@]1.8) 867,672
Nyitt hiutafé félagsins £125,320
Fiirfesting Damas £37,596
Hiutur Damas i félaginu 30%
Fjarmalaatridi
Efnahagsreikningur —Gtdrattur Fjarhzed i GPB000 Heimild: Aztlanir)
Upplys. Jan- | Jan- Jul-08 | Jan- | Jan- Jan- Jan- Jan-
07 108 09 10 11 12 13

Vidskiptavild 79971 | 79,071 | 79971 | 79971 | 79971 | 79971 | 19,971
Fastafjarmunir 19324 | 20,603 | 22,668 | 33,176 | 35,895 | 36,080 | 35,534
Veltufjarmunir 119,984 | 128,179 | 117,286 | 118,744 | 121,495 | 123,719 | 126,069
Skammitimaskuldir (90,618) | (82,567} | (86:650) | (85.379) | (86,546) | (37.400) | (80,288)
Netto 39,366 | 45,612 | 30,636 | 33,365 | 34,049 | 36,310 | 36,781
veltufjarmunir
Eignir alls 128,661 | 146,186 | 133,275 | 146,512 | 150,815 | 152,361 | 152,286
Nettoskuldir BL671 | 105,808 | 82,159 | 72,029 | 62953 | 46,207 | 27.868
Eigid fé
Hiutafé (med 71,908 | 74,849 | 71,908 | 87.908 | 87,908 | 87.908 | 87,908
yfirverdi)
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Strig/Frs 17 (1,542) 35 .
Tap fra fyrra 4ri (23,376) | (24,919) | (24,918) | (20.827) | (13,425) | (46} 18,156
EBT hlutur (2,910)

Hagnadur (6.642) | 4,001 7,402 13379 118,202 | 18354
yfirstandandi 4rs

Eigio fé alls 46,996 | 40378 | 51,116 | 74,483 | 87,862 | 106,064 | 124,418
Eigid fé og 128,661 | 146,186 | 133,275 | 146,512 | 150,815 | 152,361 | 152,286
skuldir alls

Sparnar eru samkvamt stjorn félagsins. Vegna bessa mats hofum vid leekkad sdluspar
um 1% og fengid Gt ny EBIDTA-gildir.

D. AF HVERJU FJARFESTA?

¢ Vaxtaraztiun:
» Forgangsbirgir:

v" Med niverandi tengslum getur Damas 6dlast stodu forgangsbirgis skartgripa gagnvart
félaginu med drlegar innkaupatéiur (fr4 Damas) 4 bilinu GBP 20-25 millj6nir.

* Damas leggur til almennar vérur og félagid notar ekki néfn Damas eda merki
bess.
* Verslanir félagsins skulu heldur ekki syna nafi Damas neins stadar.
* Detta tvennt er 20 tillogu félagsins til ad hafa ekki truflandi dhrif 4 miverandi
imynd vérumerkjanna.
E. NEIKVAED ATRIDI FIARFESTINGAR
Eftirfarandi atridi parf ad hafa i huga sem vaentanlegar malamidlanir Damas frd tillogunni.

» Ofullnzgjandi hagnadur:

Fijarmalaspér félagsins gefa tit kynna ad ROI Damas verdi a8 medaltali 4 bilinu _ tala
verdur uppfard.

ROI-markmid Damas i % hefur verid 20% og pvi er ztladur hagnadur af félaginu
hugsanlega ekki dlitlegur ad mati stjornar.

* Skipting hluta:
Nuverandi samsetning hiutafjér félagsins er prir mismunandi flokkar hlutabréfa tengdir
0j6fnum réttindum. Damas gerir pa forsendukrsfu ad {élagid verdi endurskipulagt og hafi

adeins einn flokk hiutabréfa ttgefinn til hluthafa.

» Lagaflekjur:
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1) Lagaleg areidanteikakdnnun hefur leitt { [jos ad morg mikilvag skjol svo sem
fundargerdir stjérnar og skiptingarsampykktir félagsins hafa ekki verid fullnustadar
negilega.

2} Starfslokasamningur var gerdur vi® hr. Piasecki, stofnanda Goldsmiths. Vid héfum
ckki fengid ad skoda hann.

3) Endurskoda barf langtimasamninga vid birgja.

4) Stuttordar upplysingar fengnar 4 fundum okkar leiddu 1 ljés ad i samningunum vid

bankana er akvaedi um ad ekki verdi haegt ad greida hluthdfum ard { fimm ér fré ntna.
Fimm ar fra hvada tima?

betta opnar fyrir moguleika & krofu pridja adila gagnvart félaginu. Negileg
skadleysisakvadi (par 4 medal ad halda eftir hluta af kaupverdinu, ef porf krefur) verdur
bvi ad tryggja.

* Lélegur synileiki vérumerkis Damas
Damas nytur hugsanlega ekki beins synileika vérumerkis 4 breskum markadi vegna
bessara vidskipta. Félagid hefur 1yst erfidleikum sinum var8andi riskun 4
vorumerkisimynd.

* Fjarfesting i GBP
Fjarfesting Damas verdur { GBP. betta felur i sér sheettu marka8svirdis.

F. AHETTUPAETTIR

¢+ Verd og mat

o Ountkljad malaferti
¢ Samkeppni;

» Eflingardrangur:

* Rekstrararangur

s (T8lur { USD "000) ~FA endar 31. des.)

Tekjur

Hagnadur alls

Rekstrarhagna®ur

Nettohagnadur (par 4 medal adrar tekjur)
Séluaukning %

Hagnadaralag (%)
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Rekstrarhagnadarélag (%)
Nettchagnadaralag (%)
Nettéhagnadaraukning (%)
Eignir alls

Vidskiptavild og defnislegar
Fastafjarmunir

Birgdir

Skuldarar
Adrir veltufjarmunir

Skuidir alls

Gulllan

Adrar veltuskuldir
Eigid fé
Fjarkréfur, Dagar
Birg0ir, Dagar
Eignavelia

Hiutfall milli skulda og eiginfjar

Ef Damas fer t i bennan rekstur er spi um nettéhagnad félagsins sem hér segir:

Nettdhagnadur
(USD "000)

G. STIORN

Samanlogd reynsla stjdrmarmanna félagsins af smdasolu er ar.

H. AREIDANLEIKAKONNUN

» FjarmélaireiGanleika- og skattadreidanleikakdnnun 4 félaginu er gerd af Ernst &

Young, London.

* Dewey, Leboeuf i Dibéi gerdu lagalega areidanleikakdnnun.

I. SAMNINGSKOSTIR

Verdur sett inn.
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Investee Company ...
g Aurum Holdings Ltd -

Existing sharehoiding: :

BG Holding eh. S 4187%
Fons - ..o 25.711%
Jursk Piasac 0. 5”°’

‘ ;Managemen

Others oo

A, BUSINESS DESCRIPTION

damas

S THE ART OF BEAUTY.

Since 1007

lNVESTMENT TEMPLATE

Date SRELI
. Transaction Type
SRRRLEEE SRR - Fresh Equity

- Transaction Amount . USD§5-70

""'Dajr'zja'as Equity Stake DRI

- Septembar 2308

. Part acquisition

Million

Aurum Holdings Limited ( The Company’) is mainly engaged in the retail of Jewellery and watches

in the United Kingdom under the prestigious brand names of Goldsmiths {GS), Mappin & Webb

(MW), Watches of Switzerland (WOS) and My Diamonds.

The Company in its 'present form and brands has evolved over a series of acquisitions over the
past decade.

The Company presently has 183 retaif units spread across the United Kingdom. (GS ~ 153, MW -
17 and WOS — 13).Latest numbers to be updated

The Company also has transactional website for GS and My Diamonds.

. TRANSACTION

The transaction under consideration proposes that Damas LLC (Damas) will purchase 18% of
the existing shares of the Company and subscribe fo an additional 17% of the new shares to be
offered with immediate effect at a fotal provisional price of USD 85 ~ 70 Million. The eventual
shareholding of Damas afler the above purchase shall be 30% of the Company.

. VALUATION

The book value of equity as at end of Jan 08 has heen estimated at GBP 47 Million.
On the basis of DCF method based on multiples of EBITDA, the following values have been
derived. '

Private & Confidential - 1
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EBITDA Multiple Method

Amounts in GBP - '000

Exit mudtiple

Terminal value

Enterprise Value
LESS: Net Debt
Equity Value 0

Acquisition stages for Damas =i

Weighted averags cost of capital:

Net present value of free cash fiow

Present value of the ferminal value

Terminal value as a %age of Enterprise Value

11.6%

60,634.6

7.0x

208,131.27
120,468.30
66.52%

£181,1039
4,123.0
< £106,980.9 .

Equity value as per the above method

Stage 1:

Purchase of shares from existing shareholders

Stage 2:

New shares o be issued to Damas

Total investment by Damas g

£106,984

18% £18,257

£18,330

o earses

Total investment by Damas in USD

New capital of the company
Investment by Damas

Sharsholding of Damas in the company

Financia! Highlights

Balance Sheet abstract

Details
Goodwill

Private & Confidential

Jan-
o7

Jan-08
78971

{'@ 1',3)' i

Jut-68
79,871

SR 67672,

Jan-(9
79,871

£125,320
£37,596
30%

Amount in GBP -000

Jan-10 Jan-11
78,971 79,971

(Source : Projections)

Jan-12
79,871

Jan3
79,971
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Fixed Assels
Current Assets
Curvent Liabliities
Net Cutrent Assets |
Total Assets

Net Debt

Equity

Share capitat {inc! Fremium)
StrigiFrs 17

Loss brought forward

EBT shareholding

Current year profit

Total equity _
Totat Equity and Liabilities

19,324
119,984
(80,618)

20366

128,661

81,671

71,808

(1,542)
(23,376)

45,990
128,861

20,603
128,478
(82,567)
45,612
146,186

105,808

74,849

(24.919)
{2,910)
(6,642)
40378
145,186

22,668
117,286
(85,650)
30,636

133,275

82,159

71,908
35
(24,918)

4,091
51,116
133,275

33,176
118,744
{85,379}
33,365
146,512

72,029

87,908

(20,827)

7402
74,483
146,512

35,895
121,495
(86,546)
34,949
150,815

62,953
87,908

(13,425)

13,3718
87,862

150,815

36,080
123,18
{87,409)
36,310
152,361

48,297

87,908

(46)

18,202

106,064
152,364

35,53
126,089
(89,288)
3,781
152,286

27,858
87,808
18,156
18,354

124418
152,286

The projections are as given by the company management. For the purpose of the valuation, we have
reduced the sales projections by 1% and amived at the new EBITDA values.

D. WHY INVEST?

» Growth strategy:

» Preferred supplier:

v With the present association, Damas can gain the stafus of preferred supplier of

Jewellery

merchandise to the Company with the annual procurement values (from Damas) fo be in
the range of GBP 20 - 25 Million.

»  The supply of Damas shall be of generic products and the Company shall not put
the names of Damas or its brands.
The stores of the Company shall also not have the names of Damas displayed

any where.

The above two have been suggested by the Company

images of the brands are not disturbed.

Private & Confidential
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E. INVESTMENT NEGATIVES:

The following points have to be considered as the compromises expected from Damas from the
proposal.

* inadequate profits:

The Company's financial projections indicate that the ROI for Damas will be in an average range
of Wnumber to be updated

The target RO! % for Damas has been 20% and hence the projected retum from the Company
may not be atiractive to the Board.

+ Division of shares:
The present composition of the share capital of the company is three different classes of shares
linked with unequal rights. As a pre requisite, Damas requires that the company rationalizes and
have only one class of shares issued to its shareholders.

» Legal tangles:

1} The legal due diligence has revealed that several imporiant documents such as the Board
Minutes and distribution agreements of the company have not been executed adequately.

2)  There is an exit agreements made with Mr. Piasceki, the founder of Goldsmiths. This has
not been provided for our review.

3}  Agreements with suppliers which are long term in nature have fo be reviewed

4}  Brief information received during our meetings revealed that the covenants with the banks |

have a clause that dividends cannot be paid to the shareholders for a period of five years
from now, Five years from when?

This leaves open a possibility of third party claims against the company. Hence adequate
indemnity clauses (including withholding part of the purchase cansideration, if required) are
required io be ensured.

o Poor brand visibility for Damas:

Damas might not get the direct benefit of brand visibility in the UK market as a result of this
transaction. The Company has expressed their difficulty in disturbing their brand image.

= investment in GBP:
The investment to be rﬁade by Damas will be in GBP. This has the inherent risk of ‘mark to

market',

Private & Confidential 4
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F. RISKS
Price & Valuation:

o Pending litigation:

+ Competition:

 Expanslon Success:

F. Financial performance!

(figures in USD '000)~ FY ends Dec. 31)

Revenues
Gross Profit
Operating profit

Net Profit {including Other Income)

Growth in Sales %

" Gross Profit Margin (%)

Operating Profit Margin (%)
Net Profit Margin (%)
Growth in Net Profit %

Total Assets
Goodwill & Intangibles

Fixed Assels

Private & Confidential




inventory

Debtors
Other Cument assets

Total Liabilities
Gold Loans

Other Current fiahilities

Equity

2 g e RA 3

Receivable , Days
inventory, Days
Asset Turnover
Debt Equity rafio

Going forward, with Damas entering into the venture, the Net Profits of the company are
projected to grow as below:

Net Profits (USD'000)

G. MANAGEMENT
The collective retaif experience of the Management of the Company is

years.

H. DUE DILIGENCE

e The financial and tax due diligence on the Company has been conducted by Emst &
Young, London. -

« The legal due diigence on the Company has been conducted by Dewey & LeBoeuf,
Dubal.

I EXIT OPTIONS

To be filled in

Private & Confidential 6
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