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• RM plc (“RM”) proposed acquisition of the Education & Care business of Connect Group PLC (“Connect Education & Care”) 
̶ Gross consideration of £56.5m, on a cash and debt free basis
̶ Implied 2016 EBITDA1 multiple of 6.3x (ex. synergies), 5.1x (incl. synergies)
̶ RM will also assume Connect Education & Care’s combined net pension deficit of £7.9m, reported as at 31 August 2016

• Combination of TTS (education resources division of RM) and Connect Education & Care (together the “Enlarged Group”) 
creates a market leader in the UK schools and early years educational resources segments

• Creates value for shareholders
̶ Accretive to RM’s EPS in the first year2

̶ £2.0m run-rate synergies (pre-tax)
̶ ROIC greater than RM’s cost of capital (including the benefit of run-rate synergies)3

• Financed through existing cash resources and new debt facilities
̶ Pro forma net debt / EBITDA 0.7x4

̶ Total facilities £75m

• Conditional, inter alia, on RM Shareholder approval and CMA clearance

• Transaction expected to complete in first half of 2017 

T R A N S A C T I O N  H I G H L I G H T S  

2
1

Notes: 
1. Based on Connect Education & Care’s EBITDA before non-recurring items of £9.0m for the year ended 31 August 2016
2. Based on RM’s adjusted earnings per share of 17.2p for the year ended 30 November 2016
3. Based on Connect Education & Care’s EBIT before non-recurring items of £7.8m for the year ended 31 August 2016
4. Based on RM’s net cash position of £40m as at 30 November 2016, consideration of £56.5m, transaction costs of c.£3.5m and RM reported 
results for the year ended 30 November 2016 and Connect Education & Care’s reported results for the year ended 31 August 2016.



10%

43%

19%

6%

5%

6%

7%
3%

Early Years

Education - Primary

Education - Secondary

Education - Independent

Education - Other

Care

Other

Export

• 97% UK revenue
• 3% International revenue
• Strength in the South and South West of England, 

West Midlands and Wales

Revenue by segment (2016A):

D E S C R I P T I O N

Leading independent supplier of branded and own 
brand products primarily to educational institutions
• Over 30,000 customers, predominantly in the UK
• Extensive product portfolio with a range of over 

40,000 commodity and education resources 
products

Reported financials (y/e 31 August 2016):
• Revenue £64.8m
• EBITDA1 £9.0m
• EBIT1 £7.8m

R E V E N U E  B R E A K D O W N

Note:
1. before non-recurring items
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D E S C R I P T I O N
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Note: 
1. Source: Market research 

UK schools: £2.0bn

£2.2bn

E D U C A T I O N  R E S O U R C E S :  M A R K E T  O V E R V I E W 1

https://countysuppliesonline.hants.gov.uk/default.asp?
https://countysuppliesonline.hants.gov.uk/default.asp?


S T R A T E G I C  R A T I O N A L E

Creates enhanced 
shareholder value 

Accretive to the Group's 
adjusted earnings per 
share in the first year

Achieves a return on 
invested capital above 
RM’s cost of capital 
(including run-rate pre-
tax synergies of £2.0 
million)

Become a market 
leader

Creation of a market 
leader in the UK schools 
and early years 
segments

TTS would also benefit 
from Connect Education 
& Care’s much stronger 
position in the UK 
secondary school 
segment

Complementary 
product offering

Connect Education & 
Care’s own label
products are 
complementary to TTS‘s 
curriculum focused 
classroom resources 

Improved UK 
regional presence 

The combined business 
would benefit from a 
broader footprint across 
the UK

International 
channel of scale 

The Enlarged Group 
would have improved 
scale internationally 
which could lead to 
further growth 
opportunities 

Substantial e-
commerce platform

By combining 
capabilities and 
knowledge in e-
commerce the Enlarged 
Group would be well 
placed to take 
advantage of the 
increasing move to 
online purchasing

Better balanced 
product portfolio 

The combined business 
would benefit from 
enhanced resilience

Combined 
procurement

The Enlarged Group 
would benefit from 
improved procurement 
synergies across the 
supply chain
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Respective brands would be retained given importance of brand identity 



EY 12%, Primary 52%, Secondary 2%

• A market leader in education resources

• Multi brand operation

• Complementary and diverse product range

• Combined procurement synergies

• Shared sales channels with opportunity for 
growth

• Market leading e-commerce engagement

• Highly cash generative operation

Marketing

E N L A R G E D  G R O U P  – S I D E  B Y  S I D E

N A T I O N A L  
S P E C I A L I S T

R E G I O N A L  
G E N E R A L I S T

Combining strengths 

E N L A R G E D  G R O U P

Regional 
strength2

Strategic focus Curriculum resources specialist Education supplies generalist

No. staff c. 225 FTE c. 300 FTE

No. products 19,000 40,000

Product split 35% own IPR products 37% own brand products

International % 21% 3%

Segment % EY 10%, Primary 43%, Secondary 
19%

Revenue1 £59m £65m

Direct marketing model Sales & marketing model

Connect Education & Care a 
preferred supplier

TTS a primary support supplier

Key
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Operating 
margin1 17.3% 12.0%

Note:
1. As reported
2. Source: market research based on samples of selected 
schools 



• £2.0m total cost synergies

̶ £2.0m annual pre-tax cost savings before integration costs 

̶ Full run-rate synergies expected to be achieved by 12 months following completion

̶ Cost to achieve of £2.5m expected to be incurred by 12 months following completion

• Cost synergies include

̶ Optimisation of combined product lines

̶ Reduction of duplicative senior executive roles and head office efficiencies

̶ Optimisation of third party sourcing, freight and logistics

̶ Sharing of best practice between Connect Education & Care and TTS

S Y N E R G I E S
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Integration Steering Committee

Integration Programme 
Director

Commercial Marketing

Supply Chain Operations Finance

IT People

Integration 
Programme Hub

I N T E G R A T I O N

O V E R V I E W

• A detailed integration plan, led by senior executives of 
RM, TTS and Connect Education & Care, will be 
established. The purpose of the plan is to:

̶ Deliver on the synergies; 

̶ Ensure excellent customer, supplier and employee 
communications;

̶ Ensure the use of best practice across the Enlarged 
Group; and

̶ Implement a unified structure over time

• Integration specialist (Grant Thornton) engaged to 
support planning and execution

• Focus in the first 100 days will be on communications, 
control and engagement 

• It is expected that the management team of the Enlarged 
Group will be composed of management from both 
organisations

• It is expected that the Enlarged Group would continue to 
retain its three brands: Consortium, West Mercia and TTS

I N T E G R A T I O N  P L A N N I N G  S T R U C T U R E

RM Board

Communication
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• New unsecured revolving credit facility of £75m, to replace the existing £30m facility upon completion

̶ Provided by Barclays Bank plc and HSBC Bank plc

• Maturity

̶ 3 years from completion (with extension options) with scheduled graduated amortisation to £60m starting 12 months 
from first drawdown

• Interest rate

̶ Libor + Margin (depending on leverage) of 1.3% - 1.9%

• Financial Covenants tested semi-annually 

̶ Interest cover: EBITDA / Finance Charges > 4.0x

̶ Leverage: Total Net debt / EBITDA < 2.5x

• Other terms customary for a facility of this nature

• Pension

̶ Connect Education & Care’s defined benefit pension schemes have a reported combined IAS19 deficit of £7.9m as at 31 
Aug 2016 on gross liabilities of £25.6m

F I N A N C I N G
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APPENDIX



Connect Education & Care is a leading independent supplier of branded 
and own brand products primarily to educational institutions

• Well established business, trading for over 40 years 

• Supplies over 30,000 customers, predominantly in the UK 

• Extensive product portfolio with a range of over 40,000 commodity and 
education resources products

• Reported financials (y/e 31 August 2016):

̶ Revenue: £64.8m  

̶ EBITDA1: £9.0m 

̶ EBIT1: £7.8m
• Currently employs approximately c.300 FTE throughout the UK

• Head office and primary distribution centre based in Trowbridge

• Two additional sites in Trowbridge and Shrewsbury

1971 1981 1995 1998 2005 2007 2008 2010 2011 2012 2013 2016

Incorporated as a public body 
purchasing consortium

MBO to take from 
public to private 
ownership

Major systems upgrade from ERP and Web 
platform. Winner of Education Supplier of 
the Year

Acquired by 
current owner

Current MD and 
FD appointed

Moved into 
current freehold

Outsourced 
distribution

Creation of dedicated Early 
Years brand and catalogue

New premises 
for additional 
warehousing

Second and 
third 
acquisitions Fourth acquisition

B R I E F  H I S T O R Y
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C O N N E C T  E D U C A T I O N  &  C A R E :  B U S I N E S S  P R O F I L E

Note:
1. before non-recurring items
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Stationery Art, craft & design Furniture & presentation

Cleaning & hygiene Exercise books Curriculum

Early Years Copiers Other
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Education - Independent Care Education - Other

Export Other

• The education sector in the UK and abroad forms 
the largest customer group at c.95% of FY16 
revenue

• Early Years has been a priority for management 
since FY14; share gains have been driven by 
increased share of wallet amongst chains and 
independents

• Best selling product groups are consumables used 
in the education sector (e.g. pencils, paper, exercise 
books, janitorial products) 

• Extensive product offering 

• Own brand: 37% 
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C U S T O M E R  S E G M E N T S  S E R V E D P R O D U C T  O F F E R I N G

FY2016 FY2016

C O N N E C T  E D U C A T I O N  &  C A R E :  B U S I N E S S  P R O F I L E
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Outdoor / EY Curriculum (foundation and core)
ICT / AV Furniture
Art & Craft Sport
Consumables / Stationery Other
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21%

12%
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Education - Primary International Early Years

Education - Other Education - Secondary Other UK

T T S :  B U S I N E S S  P R O F I L E

• Well established education curriculum resources 
business with strength in Early Years and Primary 
education

• Primary education accounts for 52% of FY16 
revenue, forming the largest customer segment 

• TTS also has a growing international presence 

• Specialists in curriculum focused, added value 
education resources

• TTS‘s product offering covers more niche product 
segments including bespoke, self-developed 
products

̶ Own IPR products: 35%
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C U S T O M E R  S E G M E N T S  S E R V E D P R O D U C T  O F F E R I N G

FY2016 FY2016



15.5%

17.5% 17.5%
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2013 2014 2015 2016

A D J U S T E D  O P E R A T I N G  P R O F I T
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59.1
63.5

58.8
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£
m

7.2
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11.1

10.2
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£
m

R E V E N U E A D J U S T E D  O P E R A T I N G  M A R G I N

11.6%
12.2%

11.7% 12.0%

2013 2014 2015 2016

O P E R A T I N G  P R O F I T 1 , 2

63.8 64.9 65.9 64.8

2013 2014 2015 2016

£
m

7.4
7.8 7.8 7.8

2013 2014 2015 2016

£
m

R E V E N U E 1 O P E R A T I N G  M A R G I N 2

13

T R A D I N G  H I S T O R Y

Note:
1. As reported
2. before non-recurring items



IMPORTANT NOTICE
NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION IN WHOLE OR IN PART IN, INTO OR FROM ANY JURISDICTION WHERE 
TO DO SO WOULD CONSTITUTE A VIOLATION OF THE RELEVANT LAWS OF SUCH JURISDICTION. 
This document is not a prospectus and no investment decision should be made by any person in relation to the transaction 
except on the basis of the information contained in the circular to be published by RM plc ("RM") in due course.  This 
document is not intended to, and does not, constitute or form part of any offer, invitation or solicitation of any offer to 
purchase, otherwise acquire, subscribe for, sell or otherwise dispose of any securities or the solicitation of any vote or 
approval in any jurisdiction. No shares are being offered to the public by means of this document.
The release, publication or distribution of this document in jurisdictions other than the United Kingdom may be restricted by
law and therefore any persons who are subject to the laws of any jurisdiction other than the United Kingdom should inform 
themselves about, and observe, any applicable requirements. Any failure to comply with applicable requirements may 
constitute a violation of the laws and/or regulations of any such jurisdiction. To the fullest extent permitted by applicable
law, RM and its respective directors, officers, partners, employees, agents, affiliates, representatives or advisers disclaim any 
responsibility or liability for the violation of such requirements by any person.
This document contains statements about RM that are or may be forward looking statements. All statements other than 
statements of historical facts included in this document may be forward looking statements. Such forward looking 
statements involve risks and uncertainties that could significantly affect expected results and are based on certain key 
assumptions. Many factors could cause actual results to differ materially from those projected or implied in any forward 
looking statements. Due to such uncertainties and risks, readers are cautioned not to place undue reliance on such forward 
looking statements, which speak only as of the date hereof. RM disclaims any obligation to update any forward looking or 
other statements contained herein, except as required by applicable law or regulation.
No statement in this document is intended as a profit forecast or estimate for any period and no statement in this document 
should be interpreted to mean that earnings or earnings per share for RM, for the current or future financial years would 
necessarily match or exceed the historical published earnings or earnings per share for RM.

D I S C L A I M E R
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