











POLAND: LARGEST PRIVATE

EQUITY DEAL IN CEE

The deal involved purchasing 100% of the shares of TP Emitel from
Telekomunikacja Polska Group which was in turn owned by France
Telecom. Emitel is the leading owner and operator of terrestrial TV
and radio broadcast infrastructure in Poland. This transaction is the
first for Montagu IV (Montagu’s EUR 2.5bn fourth fund) and the first
into Poland. It also represents the largest foreign private equity
transaction in the CEE with a transaction value of PLN 1,725 million
(EUR 425m).

Our engagement was to undertake the insurance due diligence on the
Emitel business. As with any transaction important issues can arise,
and in this case we identified that the current insurances ceased at
completion. Confirming that appropriate cover will be in force is key
in a deal situation to ensure risk transfer mechanisms protect the
business and that all financial impacts on the business are accounted
for as early as possible during the financial modelling. This situation
therefore became a dual process in order to identify and find a solution
to any historical liabilities, as well as identifying the relevant standalone
assets of Emitel, and designing an appropriate insurance programme.
Working closely with our Willis colleagues in Warsaw, we were able to
provide estimates in order to support Montagu’s bid which then
transferred into the successful acquisition.

As with most carve-out situations the insurance
programme structure and premium allocations of
alarge vendor group are not comparable with those

of a standalone nature and therefore limits and
deductibles needed to be redesigned to a more
suitable level. In this case Willis was able to deliver a
more appropriate insurance programme with a
relatively small increase in premium costs to support
the transaction. Our work provided Montagu with
certainty of costs and equipped them with an
understanding of the business risks. These risks were
successfully transferred to the insurance market,
providing lenders comfort and ensured an informed
investment to take place.

As the Polish economy continues to grow at a rate of
around 3.8%, with a particular boom in the
Employee Benefits and Construction markets, the
requirement for robust risk management is even
greater. Willis has recognised this growing demand
in Poland and has recently completed an acquisition
ofits own. In August 2011 Willis Europe BV.
acquired 100% of the shares of the polish insurance
broker Brokerskie Centrum Ubezpieczeniowe
(AMA) Sp. Zoo. The deal has further strengthened
Willis’ presence in the country, adding expertise in
the growth sectors. Willis Polska, a wholly owned
subsidiary of Willis Europe, has been trading in
Poland since 1991 and has 59 employees across
three offices in Warsaw, Katowice and Gdansk.

By utilising our network and expertise effectively
we are able to provide local support and knowledge
in the CEE region, whilst capitalising on the M&A
specialist focus of our team in London.
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In addition to this in the past 12 months, the Willis Transactions
Solutions Team has successfully placed a number of Warranty &
Indemnity policies within the CEE region.

The liquidation of property funds by a private equity seller brought
about a need to provide the buyer with a typical set of warranties
relating to the target funds and underlying property. As is often the
case, the private equity seller was not willing to offer the buyer the
level of financial recourse desired and wished to limit their liability
for abreach of warranty to a period of six months. Working with the
buyer and their deal team, we were able to place buyer-side W&I
policies extending the amount and period of recourse available to the
buyer thereby satisfying the deal demands of both parties.

Feedback from law firms in Warsaw suggests that going forward,
whilst there is still a significant transaction pipeline where W&I
insurance may be utilised, the booming Polish capital market

of the last few years will start to see a slow down, reflecting the
position currently witnessed in the western European and US stock
exchanges. As aresult, deals currently under negotiation are being
accelerated to ensure successful completion.

The overriding feeling amongst M&A practitioners that attended the
CEE M&A and Private Equity Forum in Warsaw, appeared to be one
of caution, with some even describing the current Eurozone crisis

as Europe’s equivalent of Lehmans. After a robust first half of 2011
the drop off in deal volume during the third quarter illustrates the
effect the US and European debt crisis has had on M&A activity in
the CEE region and whilst the risk reward profile in Poland remains
attractive the challenges are starting to outweigh the opportunities.

Despite this, certain Private Equity (PE) houses expressed their
intention to continue their bullish approach to investment in

CEE, seizing opportunities created by restructurings that will
inevitably follow the current downturn. Other opportunities will

be presented by funds coming to the end of their ownership cycle
and from retiring owners of family run businesses wishing to sell
now, before the economic environment worsens. The unavailability
of credit will also mean certain PE houses exiting property based
investments to free up capital for reinvestment elsewhere. On a
macro-economic level, CEE governments have stated their intention

to develop infrastructure to allow capitalism to flourish further
and the fight against climate change will lead to increased PE
investment into renewable energy projects. 2012 is also expected
to see a the continuation of privatisation programs which will offer
opportunities to cash rich PE houses under pressure to deploy
capital as well as cash rich Asian and Russian buyers entering the
CEE marketplace.
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Rose has worked within M&A insurance
advisory specialist teams for the past 7 years
managing the delivery and presentation of
insurance diligence advisory services.

Whilst continuing to work with international
clients, Rose takes a specific interest in deals in
France where she is able to liaise with clients
and other advisors efficiently in both English
and French, maximising the use of her
linguistic skills which has proved invaluable
whilst working to tight timetables. Rose’s
experience expands both UK wide and
internationally with both private equity and
national and multinational corporate entities
on all insurance related aspects of their
transactions having worked on over 250 deals.
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Shashi joined the Willis Transaction Solutions
team in August 2010, providing guidance to
clients on numerous transactions involving a
variety of sectors and jurisdictions.

Prior to joining Willis, Shashi spent a year in
the HSBC Insurance Brokers Corporate
Finance Team as a Project Manager facilitating
Mergers & Acquisitions transactions before
joining global law firm Reed Smith LLP to train
and practice as a Solicitor. He spent the
majority of his time in that role advising clients
on public and private corporate transactions.
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