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* Buy-Out Alternatives

» Alternative De-Risking Solutions

* Mortality Hedging
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Buy-Out Alternatives

» Traditional buy-outs

— very limited success initially
— not competing on price PENSION
— Swan Hill and Delta recently CORPORATION

* Buying companies with pension schemes attached
— Telent, Threshers and Thorn
— aim to run off over time and claim surplus
— target small companies with large well funded pension schemes
— limited appeal
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Buy-Out Alternatives

* Thomson Regional Newspapers —
+ Similar to Pensions Corporation model Clt I
e Target closed mature schemes

* Not actively marketing
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Buy-Out Alternatives

* Shell company and new scheme

* GN16 transfer

» Cash injection for reduction in covenant
* NewCo sold to OPT for £1

* Similar to compromising a debt

OPT =

Oooupational Pensions Truests

» Clearance unlikely?
* Limited applicability
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Alternative De-Risking Solutions
* Range of bonds to cover: —
— credit, market and longevity risk . : .
ey PensionsFirst

— scheme lifetime of limited period

— all or part of scheme benefits

* Bond issued by SPV

» Cost of top offering close to buy-out
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Alternative De-Risking Solutions
* Return scheme fully funded _

(on pre-agreed assumptions)

¢ |nsure for a fixed term

» Priced around gilts + 0.2% pa

» Similar to Tactica
* Objective benchmark to update mortality
(no such thing at present)
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PensionsRisl
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Alternative De-Risking Solutions

* Allows investment risk
(so lower expected cost)

* Aim to gain exemption from
— PPF levies
— s179 requirements

— clearance issues

B

* Insure against employer insolvency Serooe

FONROCK
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Mortality Hedging

e Swaps

— scheme pays pre-determined cash flows
— counterparty pays benefits

— significant tail risk if fixed term

— high price

» Derivatives
— lump sum if longevity improves by more than pre-determined level

— combine investment risk and mortality risk, trading some of the
upside to cover the downside risk
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Conclusion

* Alternatives are:

— of limited appeal
— often expensive

» Lots of innovation so stay up to date!
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Any Questions?
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Punter Southall Transaction Services

Punter Southall Transaction Services is a division of Punter Southall Limited
and is a member of The British Private Equity and Venture Capital Association.
Registered office: 126 Jermyn Street, London SW1Y 4UJ

Registered in England and Wales No. 3842603

A Punter Southall Group company
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Punter Southall

TRANSACTION SERVICES

Actuarial in depth, commercial in nature

Specialist transaction services

Punter Southall Transaction Services (PSTS) is the specialist transactions consulting
division within the leading actuarial firm Punter Southall. PSTS advises private equity
houses, investment companies and other corporate entities on the acquisition and
disposal of defined benefit pension schemes as well as the ongoing management

of pension liabilities.

Transaction consulting

A dedicated pension transaction team was established at Punter Southall in 1998 to build on the
firm's already well established reputation for transaction work.

Our experience in pension transaction projects has been gained across a broad spectrum of deals,
covering all pension arrangements from large defined benefit schemes to specialist executive
arrangements and international arrangements.

PSTS is able to provide a full international pensions due diligence service utilising local partners
through the Global Benefit Associates international network.

“In difficult situations where others hide behind ‘if’, ‘but’ and
‘however’, these guys always find a pragmatic commercial
solution. I've never known them to be outdone.”

Jon Moulton, Managing Partner
Alchemy Partners LLP




Our process involves conducting full pension due diligence and then identifying commercial
practicable solutions to the pension issues raised. We will then assist our client with any
negotiations with the other side and/or the pension scheme trustees. Once a proposal is
identified we will also consider the merits of ‘clearance’ and help our client through the
application process if required.

Due Identify Negotiate Pensions

diligence solutions pricing Regulator

We have a strong track record in developing solutions to difficult pension issues and in
negotiating excellent pricing results for our clients.

Our involvement does not always end at completion and we often help structure post-acquisition
solutions for private equity clients with an eye to an exit from the investment over a three

to five year timeframe. With our sister businesses within the Punter Southall Group we can
provide the full range of ongoing pension scheme management tools. We often help establish
new arrangements following a completed transaction.

On the sell side we help our clients prepare companies for sale by mitigating pension issues prior
to marketing and then assist in the disposal process.

Corporate consulting

In addition to providing transaction related services we also provide actuarial consulting advice
for any companies with defined benefit and other pension issues.

Our particular focus is on managing the risks and costs of defined benefit arrangements whether
through changing future service benefits or attempting to manage the past service liabilities
through so-called ‘liability reduction’ programmes or strategic asset allocation.

With the advent of the Scheme Specific Funding Requirement more and more of our work is in
relation to valuation negotiations between trustees and companies. We have had considerable
success in achieving a lower contribution requirement for companies.

Even where there is no transaction taking place companies need to be mindful of the Pensions
Regulator. Analysing whether it is in our clients interests or even necessary to apply for
‘Clearance’ is a crucial area of our focus.

“Punter Southall Transaction Services provide

clear and pragmatic advice in this complex area
of pensions”

Alister Wormsley, Director
Vision Capital Limited




Richard Jones FIA

Richard is Head of Punter Southall Transaction Services. Richard has twelve
years of experience in advising corporate entities on pension and investment
issues. Whilst at the firm, Richard has worked for Punter Southall LLC in our
Framingham, USA office for eighteen months.

Richard has spent the past nine years with Punter Southall working on

a variety of UK and international pension issues from the corporate
perspective. Richard has been involved in a large number of international
mergers and acquisitions particularly involving UK and US interests for both
corporate buyers and private equity firms.

Richard is the lead consultant for an investment company for whom he
provides actuarial and investment advice on a number of global pension
schemes with more than $4 billion in assets and provides advice to one of
the big four accounting firms in relation to its significant pension issues.

Richard has a degree in Business Economics and became a Fellow of the
Institute of Actuaries in 2002.

Contact Richard on 020 7533 6967
or e-mail richard.jones@pstransactions.co.uk

Jonathan Punter FIA

Jonathan became a Founding Partner of Punter Southall in May 1988
and has over twenty years of experience in the actuarial profession, with
particular expertise in the areas of UK pensions and investment strategy.

Jonathan is one of the firm's specialists on the issues surrounding pensions
in mergers, buy-outs and due diligence deals and is co-author
of Pensions Issues in Mergers and Acquisitions (Longman).

Jonathan also has extensive experience of acting as an expert witness in
a wide range of situations and cases, particularly on issues surrounding
pensions and employee benefits.

Jonathan has a Mathematics degree from Bristol University and is
a Fellow of the Institute of Actuaries.

Contact Jonathan on 020 7533 1806
or e-mail jonathan.punter@pstransactions.co.uk

James Saunders FIA

James re-joined Punter Southall Transaction Services in 2007. He has
significant experience as a trustee adviser and Scheme Actuary but more
recently has specialised in advising corporate and private equity clients
in relation to pensions and benefits. He has assisted clients on post-deal
implementation including transition from Final Salary to Defined
Contribution pension plans, and ‘best value’ transfers from public sector
schemes such as Local Government and Civil Service.

Over the past few years he has worked on a number of high profile UK and
international corporate transactions. He has advised several FTSE 350 clients
on their pension schemes, including reviewing benefit design, PPF levy
management and funding and investment strategy.

James has a degree in Mathematics from Cambridge University and became
a Fellow of the Institute of Actuaries in 1996.

Contact James on 020 7533 6980
or e-mail james.saunders@pstransactions.co.uk




Teamwork

Since the team was established in 1998 we have seen substantial growth taking us to 14 full-time
employees currently working for PSTS. Our team is made up of qualified and part-qualified
actuaries from a broad range of experiences and the specialist interests that individuals in possess
in the team ensures we are able to provide our clients with the most up to date and appropriate
advice on all aspects of pensions provision.

PSTS clients

The PSTS team has undertaken many projects for leading private equity houses including:

3i, Alchemy Partners, APAX Partners, The Carlyle Group, Dawnay Day, Principal Investments,
Duke Street Capital, ECl Ventures, Epic, FL Partners, Graphite Capital, Guinness Peat Group,
HG Capital, Investcorp, JO Hambro Private Equity, Lloyds Development Capital,

Montagu Private Equity, Nomura, Nova Capital Management, Oak Hill Capital,

Phoenix Equity Partners, The Riverside Company, Rubicon Partners (backed by Cinven),
Rutland Partners and Vision Capital.

We act for a large number of companies in acquisitions and managing their ongoing
pension liabilities.

Punter Southall Group

Punter Southall Transaction Services is part of the
Punter Southall Group of companies, providing

a unique combination of actuarial, pensions
consultancy, administration and investment services YEARS
specifically for pension scheme trustees, employers, 1988-2008
private clients and institutions. In 2008, Punter

Southall Group celebrates it's 20th anniversary.

Punter Southall Group

Contact us

For more information, call us on 020 7839 8600 or email info@pstransactions.co.uk
Head office: 126 Jermyn Street, London SW1Y 4U] - Fax: 020 7533 6978.

For further information, visit our website at www.pstransactions.co.uk or email info@pstransactions.co.uk
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