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Leading Private Equity firms
view rapid opportunity
identification not only as an
important tool to assess the
value/price of the asset at
2 the time of the purchase, but
' also as an integral part of the
value generation plan in its
early life after acquisition.




1| PRICING POWER

Exhibit 1: Assessing Price Differentials
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Exhibit 2: Assessing Pricing Tactics
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2 | PRODUCT POWER

Here, the focus shifts to the low
hanging fruit around
unprofitable/low-performing
products within the asset's
portfolio, which often exist due to
organizational legacy, founder’s
preferences and other factors.
Product Power assessment includes
a top-line evaluation of each brand
based upon four potential criteria -
(a) historical performance, (b)
strategic importance, (c)
contribution margin and (d) growth
potential. Exhibit 3 shows that a
potential acquisition target (in the
household cleaners’ space) was able
to drive price premiums over the
past two years with Products 1 and
2 - a reflection of their brand
equity. However, Product 5 within
its portfolio has been forced to
reduce price mainly due to the
growth of Private Label within the
category and it not having the same
brand power as the other products.
Realigning the product and
customer mix was able to impact
margin for the company.

This approach, while capturing the
close-in opportunities, provides an
excellent basis for the deep dive

into the portfolio which will follow.

3| CUSTOMER POWER

The final element focuses on
identifying customers with low or
declining profitability. Too often
customers are served or retained
without regard to (a) what it costs to
serve them, (b) what is the actual
realized profit from them and (c)
what their specific product mix
should be. There is real money in
getting that right.

It also dives into customer churn
and customer retention and
identifies immediate opportunities
to drive higher customer value.
Finally, it identifies under-served
customer and segments which can
be a focus on an immediate basis.

Exhibit 4 shows a due-diligence
assessment for a B2B manufacturer
selling to grocery and auto retailers.
Customers are segmented based
upon growth, margin and strategic
importance. Post-acquisition the
company focused primarily on
growing its strategic and high
margin customers while de-
emphasizing low-growth, low
margin ones.




Exhibit 3: Assessing Product Power
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Exhibit 4: Assessing Customer Growth/Margin
Tier 1 (Strategic, High Growth, High Margin) Tier 3 (Low Growth, Low Margin)
Customized [44%) Strategic Grocery (12%) Merchandisers{5%]) Operators (5%)
»  Wal'Mar (22%) v Chb (13%) »  Alberson's »  Assocated » Alex Lee
»  Target (5%) » Kroger Wholesale Grocer »  American Food
»  Doliar {4%) »  Safeway »  Basha's Service
»  SuperValu v Great A&P Tea Co v Grocers Supply
»  HyVNee v Jetro
»  Roundy's » Military
= = v Stater Brothers *  Nash Finch
Tier 2 (Important Regional, High Margin, Slow Growth) »  Unified Westem + Ruddick
Grocers + Spartan
» White Rose »  SSI
» Winn-Dixie »  Telmark
» HEB v Ahold? » Auo »  Umited Stationers
» Publix »  Food Lion' Hannaford - Advanced
»  \Wegman's' +  Giant Eagle - Autozone
» KMart » |
v Mesjer - PalSman
» Wakefern ¢ g
+ C8S = B
- Walgreen's
»  Home/Hardware
- Home Depot
=  Lowe's
~  MAceHardware
»  Dept Speciafty
- Bed Bath Beyond
= g
= Linens N Things
+
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