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Changing business landscaping

(India perspective with global paradigms)




Prior to 1990s 1990-2015 2015 - After

- India was the only market - Exposed to International - Achieve viability of operations
- The manufacturer could sell Markets(Products & Capital) in global environment
whatever it could produce and Competition - Change in mindset to become

a global/Glocal company



How Global Corporates have destroyed
values —K ey learnings

Emerging Technologies
Changing Customer Tastes
Newer Global Environment

Self Denial

Past Success under regulated monopoly
U were chosen for success by govt
U are run with Govt. control

Complacency

Justify every financial norms for growth and unearned profits
Greed Obsession Achieve growth devoid of business fundamentals
Overleveraging and over trading on equity



* Value propositions

Enhance enterprise value and strategy map




Business Transformation- Major Enablers & Pillars.

(To enhance enterprise value)

Business Drivers
I
Reduce Cost of Capital e Ethical —i Divest / Hive off (NPB/NPA)
practices &
1 Governance 1
Operating Excellence Long term value creation
Cost Organizalion
Competitiveness Capability
Asets Y  Revdnue M M v M
e . Engaged Technology . Customer
utilisation Vg:;ll(;:? Growth Employees Up-gradation Innovations p,cus

Management




Enterprise Value —Assetsdriving success

A company’s Assets

/

-

4 Intangible Assets

eHuman Capital eKnowledge, IT
eRelationships  Infrastructure

Tangible Assets A
eLand and Buildings  eDebtors
ePlants and Equipment eInventories
eInvestments and Cash

)

*Brands and Capabilities
K-Culture and Right Practices

~

)

Tangible assets are easily measured,
monitored and controlled and hence are

always in focus...

However, it is the Intangible assets that drive the large success of a
company and its enterprise value




Value Per spective

Initial 'Value Gap(US$ bin) Identifed 'Value Gap (US$ -bin)
- M & A / Inorganic Growth
Value  _ Talent Development
Gap (Global Leaders)
(FGV) i Value of R&D pipeline /
Technology

Current

operational

Value (COV) Value of sustaining

Operational value
2015 2023 2023

This exercise helps management in:
a)Understanding the 'Value Gap’ & implications to shareholders




Measurement Tools & Score Card
To Validate Enterprise Value




Preparing for renewed growth thru cross Border
Transactions (focus on M&A)& key Challenges



Business growth strategies

M&A and key concerns (Focus on Cross Border Deals)




L)S

Export of Goods/ services - fuelled by BPO/Internet

Setting up branch offices, subsidiaries & manufacturing
facilities

Acquisitions abroad

Raising funds thru’ foreign bourses/ ECB’s, €etc



SORDER A DEA

« Consolidated & mature domestic markets
— Do not offer sufficient opportunitiesto
re-invest earnings
« Overcomeentry Barriers

» Accesstolocal advantages
- Regional diversification
+ Tax advantages
- Accessto local capital markets

Betting on future technologies

| ncreasing value chain width

Regulatory changes



OR & A

Earn theright to acquire by having strdng
core business

Take targets which will improve FCF/
Operating Margins

|dentify low hanging fruits & other
potential synergetic gains

Maintain patience/discipline during
negotiations

Plan & execute integration seamlessly &
timely



High

Guiding Principles
- Values
- Synergies

Practices

~" | Absorption

* .

Degree of Change in both
Companies Culture and

~*" | Standalone

Low Integration Challenge & High
Shareholder’s value Addition

To achieve integration by ““ Best of Both and Transfor mation Process”




VALUATION METHODOL OGY

& RANGE-VALUATION

 Discounted Cash Flow
— Based on earning capacity of business
—Existing EBITDA multiples vs perpetuity
growth rates
« Benchmark earning multiples

— Operationa/financial  benchmarks used to
establish comparable companies

 Transaction Comparables
- Recent transactions with publicity
known values
- EV/Sdes, EV/EBIDTA, etc.

A Business is worth what someone is prepared to pay for it



« Accounting irregularities
« Macro economic issues

« Volatility inforex & interest
rates

» Lossof Key Customers
* |ntegration issues
 Valuation issues

« Mis-aligned products
* Regulatory issues

« Law suits



f ~ 0 AL 1O

» International Accounting
Valuation | ssues:
Consolidation ,Revenue recognition & Translation

Specific Issues - Intangibles, stock options, retirement
benefits, derivatives, Defered Cost , Transfer Pricing etc.

| nter national Taxation

Relevant tax rate/taxable income ,Fiscal grouping
Cross border taxation issues

Taxation of Shareholders

I'ssues emanating from DD

Financial ,Legal ,ESG and Related party
transactions



Deal structuring
Financing
e DE ratio— Industry benchmarks, profitability, bankability
¢ Bridge loan, Mezzanine/Sub. Debt, Overseas- ECB, FCCBs etc
® Share exchange, part cash and part share
M anagement Control

e Shareholder Agreement — RoFR, Anti dilution, Drag along, Tag
along rights, deadlock provisions, Board representation ( Vs, PE)

¢ |[ndemnities for known risks, brand transfer etc. in the Agreement

Forming an SPV

Tax implications in different jurisdictions on dividend, interest
Income, capital gain, operating income, etc .DTAA ,FTA & TP ETC.



A NDRPORA A )

JOURNEY TOWARDS EXCELLENCE - Encountering Challenges

amidst Survival risks and Emerging Business paradigms

ACHIEVED TRASFORMATION THROUGH ADOPTION OF CROSS
—BORDER TRANSACTIONS & OPERATIONAL EXCELLENCE—
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5 Values

-Performance Excellence

Global Leadership
Phase

-Leading Edge Knowledge

-Nurturance

-Customer Orientation

Growth Phase —

-Intellectual Honesty Organic % Integrated Solutions and Superior
& knowledge-based Products & Services
Inorganic

++» Company of choice in global market

++» Technology Leadership
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Excellence F % Widening Global footprint
Phase r 'f’ Economies of Scale % IT as a business Tool
° +%* Strategic business a
Y acquisitions / expansion
° ¢ Marketing drives -

% Shift to low cost locations °. <*HR Initiatives °

% Divestment of non core R o

% Quality / Productivity Improvement  ®4 .o.

**Financial Re-engineering .0. ®
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o 3rd-acquisition in Magl
2007in Ireland with large
‘presencein UK & USA
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INTEGRATION CHALLAENGES OVERCOME

ntellectual Integration

Brands & Technology keeping
pace with market demands

Benchmarking

Learning & Unlearning

perational improvements

(Best of Both)
Sourcing

Engineering Fast
Riality Forward

Technology \

Social Integration
Us vs Them
Local vs Glocal
A

DNA of Integration....

motional Integration
Guiding Principles
Belonging to the
Parent Group
Communication




SUCCESSFUL TRANSFORMATION OF INDIAN MNC

1000 16.0

USD mins mmPAT -=-EPS
- 14.0
800

Growth Story - Globalisation :

International Markets- Ach|5|tlon &
600 Investments W%

- 12.0

- 10.0

400

- 8.0

- 6.0

200

0 : . :
‘ 2002 2003 2004 200 2?06 2007 2008 2009 20010 L 50
' \ J '
-200 : |

- 0.0

- 4.0

Sustainance of
erformance in years of

Consolidation in




Tata Corus Merger

Deal
e 100% stake in the Corus group in all cash deal, valued at USD 12.94 Bn.
e One of the largest Indian takeover of aforeign company
Acquirer — TATA Stedl Target - Corus
= 56thlargest & India’s 2nd largest steel company = 2nd largest stel producer in Eurape.
= Lowest cost steel producers 10th largest in the world
Rationale

*Combined entity - 5th largest producer of steel from 56th position of TATA
» Would have taken several years for Tatas to build would an enterprise of asize of Corus
« Acquisition to provide significant presence in Europe




Tata Corus Merger-Financing structure

Equity of $4.1 Bn.

Equity of
$4.1 bn,
Quasi
equity of
$1.25bn
& Bridge
loan of $
141b

100%

100%

100%

100%

100%

ML

M ethodology

» SPV’s were floated in UK under the
name Tata Steel UK. Tulip SPV
Holdings (1,2,3) which were
ultimately held by a Singapore SPV

« Tata Steel aongwith the SPV’s
incorporated in Singapore and UK
raised the requisite debt of USD 8.8
bn constituting 68% of the total
acquisition value of USD 12.94 bn.

» Debt was proposed to be pushed
in each subsequent subsidiary and
ultimately the same was infused as
equity in Corus.




Tata Corus M erger-Finacing rational

Tata Steel acquired Corus for $12.94 bn
e Equity Contribution of $4.14 bn &
e Borrowings of $8.80 bn through subsidiaries

Tax consolidation in UK, tax shield on interest available to Corus

Debt-equity ratio of funding is 68:32 as Tata Steel UK could not have raised so much
of loan dueto strict UK regulations — Thin Capitalisation norms for tax

Corus paid loan out of its own cash flows and eliminated the tax to be paid on the
dividend received from Corus




« Acquisition involves making judicious choices between often
conflicting priorities

 Strategic fit, friendly transaction, due diligence (Social, Economic and
Legal) & Complimentary Resources are key to Syner gy

« Each acquisition has a strategic rational that must be embedded into the
| ntegration Process

» Two stage Integration -

— Reap benefits of L ow hanging fruitsin short term
— Strategic Road map to achieve long term objectives

-Business success can be measured thru Growth in price/earning ratio,
with regard to quality & composition of these earnings. Focus on EVA

« The best partner for marriage can become the most difficult spouse



for creatmg valuos to stakeholdersthru prudent cre_
= _border transactions )

Tech noI ogy

(\ ’,‘:- ~ w '




ASKYLO
Obrigado!




	Slide 1
	Slide 2
	Slide 3: Let us take deep dive  
	Slide 4:   
	Slide 5
	Slide 6
	Slide 7:   
	Slide 8
	Slide 9: Enterprise Value –Assets driving success 
	Slide 10: Value Perspective
	Slide 11
	Slide 12: Moving into new orbits
	Slide 13:  Business growth strategies 
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21: Deal structuring
	Slide 22
	Slide 23
	Slide 24
	Slide 25
	Slide 26
	Slide 27
	Slide 28: Tata Corus Merger
	Slide 29: Tata Corus Merger-Financing structure
	Slide 30: Tata Corus Merger-Finacing rational
	Slide 31
	Slide 32
	Slide 33

