Why invest in high quality due diligence?

= Need for greater sophistication and discipline in the identification and evaluation of
opportunities, as pricing pressure leads to “winners curse”

« Significant increase in PE fundraising — not matched by an increased transaction flow
* Increasing cost of debt — with valuation multiples near the top of the cycle
« Structured sales processes mean that “easy value” is being retained by the vendor

» PIP supports clients in all phases of the transaction to identify and capture the full
value in an investment opportunity

 Introduction of investment opportunities (and sector screening)
- Commercial/strategic due diligence
« Operational due diligence (and quantification of synergies)

« Post acquisition strategy and acceleration of value capture (including Post Merger
Integration)

» |tis more than just an “insurance policy”. It gives a balanced view
* PIP helps clients understand the investment risks
« Also focuses on value that management (and other investors) may have not seen
« Opportunities are assessed in the context of what can realistically be implemented
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There are 3 elements that enable PIP to assist clients In
defining the full potential value of an investment opportunity

» Focus on deal critical opportunities/issues
» Team transactional experience (and bias towards experience)
enhances its understanding of “value”

» PIP network can source external experts to add to team as
required

Effective
ansaction
support

= Deep experience across a range of sectors = Commercial and operational due

= Senior line management experience in PIP diligence

= PIP industry network leverages leading = Operational turnaround and PMM
industry/functional experts for specific = Co-invests with clients where
expertise appropriate
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Our experience enables us to add value to the

. . Effective
entire transaction process y /=
Our Approach Recent example bg
= The devil is in the detalil, so we ensure Team identified and analysed source
that we focus on the right detalil of “hockey stick” projections
" We know that you are after an opinion — Identified strong indication of undisclosed (and
even if information is incomplete significant) barrier to entry in key new market

= \We don’t work in a vacuum. We

actively manage the interface with Flagged risk early — and investigated

lawyers, reporting accountants, “work around” solutions in detail
bankers, etc.

" We understand that there are always Concluded that risk was manageable, but

going to be reasons to justify not doing obliged vendor to disclose position
a deal — even a good one!

= We understand how difficult it is to “get

the debt across the line” All parties to client bid comfortable with

revised projections.
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The PIP team has advised on over 50
transactions across a range of industries

Advisory Assignments

100% -

Sectors include:

80- = Manufacturing
=  Mining/Industrial

services

607 = Logistics/supply chain
= FMCG

40+ » Retalil services
» Healthcare/pharmaceu

204 ticals
= |T/BPO

0 Turnover of investee company Client outcome
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The PIP service offering is much broader

Effective

than the traditional commercial due diligence orcacrio
__________________ -
o . \
: Operational and Sales Operational \
Commercial Due \
. Management Due Performance /
Diligence 2. 5 /
Diligence Improvement /!
= Screening of investment opportunities = Quantification of sales managemeﬁt_ . _PK/IIT/I_(far_bEIt_oﬁ acau_is_iti?)n_s)_
= Validation of the investment thesis opportunities (salesforce - Prior to transaction
» Sources of competitive effectiveness, pricing, etc) + During transaction
advantage = Quantification of cost reduction . Post transaction
+ Confirmation of transaction logic opport'u.nltltles (vs teCth?l.“mlt) = Prioritisation and planning of 1st
. Modification as = Quantification of productivity/ 100 days

L throughput improvement .
opportunities/risks emerge . : . .
PP g opportunities (vs technical limit) Portfolio strategy

" Commentary on management case = Estimates of potential improvement * Go-to-market strategy
* Analysis of market dynamics (€.9. iy seryice, quality and safety KPIs * Operating strategy
rowth, supply structure, . . . - isati
gompetitorplfeﬁaviour) = Wiring audit (effectiveness of " Wiring the organisation for
c ) L organisational systems/processes at  tighter accountability and control
ompetitive positioning delivering control, accountability and = Developing a Continuous

+ Customer purchase criteria improvement) Improvement capability
" Identification of additional market - Operating strategy and = Evaluating, implementing,
opportunities, e.g.: disciplines delivering and locking in a
 Partial or complete trade exit « Accountabilities and incentives pipeline of improvements
+ Potential roll-up acquisitions - Review processes and = Optimising procured spend
* New markets (products, variance reporting
geographies, applications, etc.) - Target setting, business
= Clarification of risks (and mitigating improvement and visible
actions) leadership
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Top people (strategy
consulting, line management)

Deep

understand Rapid
of your ction on

levers

Focus
N ittt
| action)
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PIP experience extends well beyond consulting,
enabling teams to draw on direct, relevant experti

PIP Professional Profile, June 2006

100%

80

60

40+

20+

Years experience Type of experience
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