Procurement's Value in the Midst of
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Mergers & Acquisitions — Global Deal Data

Global M & A Deals
August 1, 2009 - October 30, 2009

Financials 632 $ 37,2436
Non-Cyclical Consumer Goods / Serv 353 $ 36,422.9
Technology 578 $ 33,7948
Cyclical Consumer Goods / Serv 771 $ 31,940.1
Energy 398 $ 31,700.8
Basic Materials 663 $ 26,253.4
Healthcare 333 $ 21,665.6
Industrials 829 $ 17,944.6
Utilities 220 $ 10,2139
Grand Total 4777 $ 247,179.7
Reuthers.com / Finance / Deals / Mergers ~ 11/6/2009

2 Big Deals and the Search for an M.&A. Market

November 3, 2009,

Announced late Monday afternoon, was Stanley Works’ acquisition of Black & Decker for $3.5 billion in stock.

The second, announced Tuesday morning, is truly a deal: Berkshire ’s isition of the ining 77.4 percent of Burlington Northern Santa Fe for $26 billion

in cash and stock.

Abbott to Buy Solvay Drug Unit for $7 Billion
September 28, 2009

Deal opens avenues to emerging markets while adding heart and hormone treatments as well as a Flu Vaccine.
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http://topics.nytimes.com/top/news/business/companies/berkshire_hathaway_inc/index.html?inline=nyt-org
http://dealbook.blogs.nytimes.com/2009/11/03/berkshire-to-buy-rest-of-burlington-northern-for-44-billion/
http://topics.nytimes.com/top/news/business/companies/burlington_northern_santa_fe_corporation/index.html?inline=nyt-org
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48% of executives expect higher R&D expenditures
in the next 12 month and 66% expect more M&A
deals

in an economy coming out of the recession, with
credit still tight and improving slowly, M&A is

going to be amore important source of building
capacities than R&D or capital expenditure.
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http://www.sixflags.com/overGeorgia/index.aspx
http://www.tetleyusa.com/
http://en.wikipedia.org/wiki/File:Allieddomecq.jpg
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MOLSON Cooid

SABMiller-Molson Coors joint venture
apprOVed Fri Jun 6, 2008 7:11am BST

Diane Bartz — Reuters UK

"After a thorough, eight-month investigation ... the division has
determined that the proposed joint venture between Miller and
Coors is not likely to lessen competition substantially,” the Justice
Department's Antitrust Division said in a statement.

The division found the joint venture was likely to produce
“substantial and credible" savings that would cut the companies'
costs of producing and distributing beer.

The companies said in a joint statement that they expected $500
million (250 million pounds) in annual savings.

"This combination will not only generate significant growth and cost
synergies, but will also create tremendous opportunities for
Procurement Initiatives That Drive Savings innovations," SABMiller Chief Executive Graham Mackay said in
the statement.
« Leveraging spend across Indirect categories

« Consolidation of the supply base Last October, SABMiller and Molson Coors said they would
« Introduction of change management initiatives combine their U.S. operations to create a business that will have
« Centet.ed focus in key commodity areas annual sales of $6.6 billion and be the second-largest U.S. market
« Influencing functional areas through Cross Functional Initiatives player behind Anheuser-Busch.
« Eliminates the emotions
+ Decisions driven by data Once the deal is completed, which is expected around June 30,

« Identifies all spend data associated with a category

. Anheuser-Busch and the new SABMiller joint venture would control
« Raises the bar for cursepply base

roughly 80 percent of the U.S. beer market.

The beer industry is experiencing a wave of consolidation.
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http://www.millercoors.com/Home.aspx

Primary Pre-Merger Guidelines

Opportunity to segment expenditures into categories to develop sourcing strategies
Contract review to identify quick hit opportunities

Utilize cross-functional stakeholders to define specifications, processes and buy-in
Define specifications and usage patterns to determine best value for the “new” company

Day one the new emerging company should implement sourcing approaches that meet the
internal needs against supply market options to find Total Cost of Ownership (TCO). This
approach allows the new company to assess the existing supply base and negotiate with
suppliers that can provide the “best” strategic advantage.

Key areas to asses with the existing supply base from both merging companies:

* Not all current suppliers will blend well in the “new” corporate culture
» Past dependency upon a supplier does not always equate to lowest cost and best value
» Not all incumbent suppliers will assist with change management in the new company

* Managing supplier communications is essential to internal and external change management. A detailed

supplier communication plan must be supported by Sr. Leaders and implemented quickly.
+ Leading technology tools can change the way you interact with an incumbent supplier
« Adoption of supplier score carding for suppliers is essential in managing the transition
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Purchasing Obijectives in the new Organization

A holistic view of supply management and sourcing can improve cost,
productivity. competitive advantage and shareholder value.
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Sourcing uses combinations of seven sourcing strategies
to obtain savings across categories

Refine sourcing requirements based upon
reengineered processes internal or with the supplier
A Freight & Shipping
A Travel
A Food and Beverage

Process Change N Determine the optimal

N specification ranges for products
\ and services being sourced

A Containers and Packaging
A Freight & Shipping

Rationalize demand
requirements against true
business needs

A Office Supplies Spec. Change'

Demand

A Temporary Services Substitution "
A Freight and Shipping Management \  APCs
Volume \
Leveraging
Eliminate  » (A
Low Value Bundle/U_nbundle Analyze multiple scenarios
Reduce intermediary | Intermediaries Services for bundling and unbundling
margins or eliminate ‘\ pased on market research and
intermediaries by dealing lndu_ls_trly trends '
directly with suppliers q 4 A Telecommunication
A Pgs PP Value Chain Analysis . A Temporary Services
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Sourcing Teams
Review strategies  Joint Steering Develop long term
Ensure full communication with sponsor on Committee strategies and
implement

countries and business units

™~

Evaluate risks and

determine alternate
/ scenarios
Co-ordinate global

sourcing
strategies

\ Actively participate in

regional purchasing

across all relevant functions, regular basis /

Set cost reduction goals
across divisions and
within divisions

—

Sourcing
Teams

Manage specifications

and the support forums
standardisation
Understand Encourage supplier
suppliers markets Set supplier participation in product
and capabilities performance goals and development and driving
supplier selection down total costs

criteria

Deployment of cross-functional teams at an early stage of the game is key to success.
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Integrated View of Procurement

Strategic Sourcing

Spend Demand Sty Value Sourcin, iz
—" P! Sourcing 9 Negotiation Preparation —
Analysis Forecast D Proposition Event
evelopment & Signature,
TOOLS A PEOPLE A ST
P . Su lier and Risk Mana ement, . oversiyp Mt
mn.w ity Risk Management T e T upplier |vrars|t){ rogram Mg
*Supplier Performance Management +Supply Chain Modeling «Corporate Diversity Program Mgt
«Contract Management . *Maverick Spend Monitoring
*Supplier Development *
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Strategic Sourcing Process
The Strategic Sourcing process is comprised of seven highly
integrated steps.
o Supplier presentations
o Supplier ratings vs needs
o Supplier short list . o
o Prepare and send RFP u Develop incentives
i Decompose spend ) i Analyze results u Develop scorecards
i Review spend with customers i Define market u Select supplier i Maintain market intelligence
a Identify buying points u Analyze trends / competition u Negotiate terms u Develop performance
@ Understand characteristics o Market provide_ranalysis u Prepare agreement managementplan
 Rank / weight characteristics u Purchaser buying power u Review with management u Establish performance
i Validate & finalize requirements ¢ Supplier bargaining power u Sign agreement accountability
Select
Conduct Assess Analyze Develop N Develop Manage
Suppliers & <
Spend Customer Supply Category Negotiate Implement- Supplier
Analysis equirements Markets Strategy Agreement ation Plan Performance
u Prepare activity based analysis i Identify options a ldentify key users
a Understand future o Complete cost benefit u Develop communication plan
requirements o Review with management u Develop reporting & compliance
o Validate & finalize u Select category strategy u Develop transition plan
requirements u Prepare negotiation strategy

o Assess total cost of ownership

Maximizing value for a diverse spend portfolio requires a company to employ a
range of best fit objectives, strategies and tactics.
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We believe that Procurement & Supply Management aligns in
three functions: Strategic Sourcing, Supply Management and
Operational Procurement

A Strategic Sourcing

I Leads sourcing projects utilizing consistent tools and
methodologies. )
Strategic'

T Responsible for supply market analysis, project leadership an gt
commodity management.

A Supply Management

1 Takes sourcing projects through to implementation and Supply
execution. Management

i Responsible for supplier performance management, s
continuous improvement activities and ongoing busing

relationship. Operational

. = t
A Operational Procurement rocuremen

i Dayto-day tactical execution of buying, expediting
supplier administration

(CIVES)]
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Establishing A Commodity Roadmap
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Stakeholder Requirements

High Level Process/Technology Review
Buying and Fulfillment “Owners™

Many activitios are similar in the legacy organizations
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Stakeholder Requirements
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Consolidation of Cateqories

MOLSON Eovits
Supply/Demand Evaluation e —
Updated Category Definitions (SAB)

We have consolidated 722 Coors/Integersubcategories and 79 Millersubcategories
into the below 55 subcategornies
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Steps In Re-Organization

» Leverage opportunities due to volume increases

« Allow standardization in processes to drive consolidation of supply base

Adopt the best practices from each company and be willing to allow trade-offs

» Benchmark other supply organization. Corporate change is easier during the
initial “honeymoon” phase of the new organization.

* Prepare for staff re-organization as the new company optimizes staff
requirements
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Personal Career Survival Tips

Build relationships, internal & external to your firm and profession

Be accepting of change and be willing to learn new ways of doing things
Understand and support future target requirements

Volunteer for long-term assignments

Focus on savings & quality....most mergers are to build stockholders equity
Avoid volunteering for project roles....projects are usually temporary
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