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Clayton, Dubilier & Rice Business Overview
Established in 1978, CD&R is a private investment firm with a strategy predicated on
building stronger more profitable businesses. Since its inception, CD&R has managed
more than $35 billion in approximately 90 companies. Since its founding, CD&R have
overseen over $60 billion in portfolio company revenues and $67 billion in total enterprise
value created at realized portfolio companies.
CD&R manages capital for hundreds of fund investors around the world, including some
of the most sophisticated institutional allocators of capital. The firm executes a consistent
investment strategy across North America and Europe, focusing on market-leading
businesses in the consumer/retail, healthcare, industrial, and technology/business
services sectors. Additionally, the firm has established strategic relationships with
Kedaara Capital Advisors LLP in India and Principle Capital in China, both operationallyoriented private investment firms which provide a lens into two of the world's most
important growth markets.
Clayton, Dubilier & Rice invest in globally diversified businesses and partner with
management teams to create long-term sustainable value. Historically, they have utilized
global resources to help companies deliver new products and technology business
services, expand into new territories, execute productivity initiatives, pursue strategic
M&A, tap into global financial markets, and take advantage of other strategies to enhance
business performance. The firm operates mainly in two geographies, North America and
Europe.
1. North America: This is CD&R’s primary base of operations. They are one of the few
private equity firms to operate for over five decades within the United States. Since
1978, the firm has worked in tandem with investors, family owners, and entrepreneurs
to help CD&R's portfolio companies grow and deliver value.
2. Europe: The firm established their European presence in 1998 with a goal to invest in
a broad range of businesses from midmarket to multinational industry leaders to
accelerate growth and increase operating efficiency. The European team includes
operating and investment specialists investing in the firm's core sectors. In turn, this
is supported by an advisor network of corporate leaders. It is to be noted that many of
the businesses which the company runs are also operated in North America and Asia
among other markets.
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Established in 1976, Kohlberg Kravis Roberts & Co. L.P. or
“KKR” is one of the world’s leading global investment firms
which manages multiple alternative asset classes, which
include private equity, credit, and real assets. The firm has
roughly $252 billion in assets under management. Its
insurance subsidiaries offer retirement, life, and
reinsurance products under the management of Global
Atlantic. KKR has completed more than 650 private equity
investments in portfolio companies exceeding a transaction
value of $675 billion. Additionally, KKR reports their
revenue in two segments; assets under management
which represents 60% and insurance which represents the
remaining 40%.
KKR manages capital for hundreds of fund investors
around the world, including some of the most sophisticated
institutional allocators of capital. They also invests in nine
core industry sectors (including technology) and are known
for their willingness to pursue complex transactions. KKR
also has extensive experience in investing during periods
of uncertainty. KKR typically invests capital over periods of
seven or more years, allowing for attractive long-term
returns throughout economic cycles.
At the end of 2021, KKR reported $471 billion in assets
under management representing a 23% CAGR from 2011.
This growth is split across hedge funds, alternative credit,
leverage credit, growth core, real assets and private equity.
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Cloudera Business Overview

Margin Profile
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Founded in 2008, Cloudera develops and distributes
software for business data that includes storage, access
management, analysis, security, search, processing, and
analysis application. They provide a graphical user
interface for applications which enable business analysts,
developers, and administrators to create and submit jobs,
monitor cluster health, and browse data. Cloudera delivers
enterprise data cloud for any data anywhere, from edge
computing to artificial intelligence. Cloudera is divided into
two major business segments:
1) Subscription
This segment includes software access rights and
technical support as well as professional services for the
implementation and use of its software subscriptions,
machine learning expertise and consultation, training,
and educational services.
2) Services
Offerings include CDP Data Center, CDP Data Hub for
AWS and Azure, CDP Data Warehouse for AWS and
Azure, and CDP Machine Learning for AWS and
Azure.
The traditional on-premises data platforms
include Cloudera Enterprise Data Hub (EDH), Cloudera
Data Warehouse, Cloudera Operational DB, Cloudera
Data Science and Engineering, HortonWorks Data
Platform (HDP), Cloudera Dataflow (CD), and Cloudera
Data Science Workbench. Other Technologies and
Services include Cloudera SDX and Cloudera Workload
XM.
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Deal Value
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The acquisition of Cloudera led by Clayton Dubilier & Rice
provided an abundance of net positives for the consortium.
As the main purchaser, CD&R has diversified
their technology and business services portfolio.
Cloudera represents their first investment into the cloud
data market which is expected to grow with an
estimated CAGR of 15.7% through 2026 as companies
continue to expand their digital capabilities. (Grand View
Research, 2021)
With the acquisition of Cloudera, CD&R and KKR also
invested in a highly profitable business. For context, their
subscription business which represents 90.1% of their
revenue has an adjusted gross profit margin of 90.0%.
Additionally, they were able to obtain a company that at the
time had enough cash to pay off its debt, low multiples
compared to its peers, an established foothold in a fastgrowing market, unique technological capabilities, and
fantastic client relationships.
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Lastly, the future growth of Cloudera is predicated on
attaining new customers. With KKR and CD&R, the
combined network will more than triple, allowing for
explosive customer growth amongst large enterprises.
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Deal Details
The deal was financed entirely through cash. Cloudera
shareholders received $16.00 per share representing a
31.33% premium to the 30-day volume weighted average
share price.

Funding Profile
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Some analysts argued that the initial premium was high
such a high multiple for a company that historically has had
negative EPS and such a high multiple would cut into
purchasers' IRR. However, when compared to precedent
transactions, it is revealed that the consortium paid a
discount to past medians. The transaction value/revenue
was 5.22x whereas the precedent was 6.66x. Additionally,
the transaction value/total assets was 1.90x compared
2.54x before.
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KKR and Cloudera Stock Prices
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The graph above shows the cumulative returns Cloudera
and KKR shares. CD&R’s Shares cannot be seen as they
are a private company and don’t trade on any exchanges.

Proposal – 09/06/2020

The Deal was first proposed by the consortium in June
2020, however due to several factors, an agreement could
not have been made. On June 1st ,2021 Cloudera officially
announced news of the proposed acquisition by the
consortium led by Clayton Dubliner & Rice. After the
announcement, the “go-shop period” began, giving
Cloudera the ability to seek out competing offers However,
there was no competing offer. Following the go shop period
and a series of approvals by the relative boards of the
target and acquiring company and the approval by HartScott- Rodino, Shares of Cloudera began trading between
$200-$202.

Approval by Target Board of
Directors- 01/06/2021

Announced – 01/06/2021

Approval by Acquirer Board of
Directors- 01/06/2021
Approval by Target
Shareholders- 30/08/2021
Approval by HSR- 08/10/2021
Completion – 08/10/2021
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Post-Merger Performance
There is little information given on Cloudera's performance as the company is now
privately held within the consortium's fund. Since then, Cloudera has made various
strategic changes. They have done exceedingly well, creating new relationships to
accelerate their operations such as their partnership with Smart Axiata. Cloudera will look
to improve Smart Axiata's customer service and deliver target offers to Smart Axiata's
eight million digital customers in Cambodia. Additionally, they announced a new
partnership with Japanese pharmaceutical group Shionogi & Co. in early April, where
Cloudera would deliver "greater speed to insights across Shionogi's research,
development and post-market value chain."
In March, Cloudera announced their change of business priorities for 'Planet and Profit.'
They agreed that "as a company, they should focus 50% of the data they use on doing
good for the community it serves." They also expanded their leadership team by
announcing a new Chief Strategy Officer - Abhas Ricky, Chief Legal Officer - Irma
Laxamana, and EVP of Cloud - Prat Moghe. These three appointments were made as
the company prepared for "rapid growth" in 2022.

Key Risks
1)

The failure to effectively implement its business strategy.

2)

Cloudera competes in an extremely competitive business environment and due to
the characteristics of open-source software, there may be fewer technology barriers
to entry in the open-source market by new competitors and it may be relatively easy
for new and existing competitors with greater resources to compete.

3)

Cloudera has significantly invested in its Cloudera Data Platform (CDP), which
was introduced in 2019. If it fails to achieve the market adoption their business
predicted, results of operations and financial condition could be harmed.

4)

The inability to effectively manage expanded operations post-merger may affect
future results.

5)

Cloudera has a history of losses, and they may struggle to become profitable in the
future.

7

