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DEALING WITH INVESTMENT PROMOTERS

WITHIN THE FRAMEWORK OF PRIVATIZATION

Why An Investment Promoter?

Hiring the services of a qualified investment advisor/promoter should result in successfully
consummating the sale of an affiliate company. and the maximization of the realizable
valuerprice of the sale of the affiliate company.

How To Maximize Realizable Value/Price?

The investment promoter adds value and maximizes the potential price of a transaction through
the rendering of specialized investment banking services. The investment promoter/advisor adds
value through the effective deployment of its specialized resources. Among these resources that
the Holding Company needs to investigate and be satisfied with are the following:

1. The investment promoter/advisor’s technical. organizational. managerial and
management systems capabilities.
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The investment promoter/advisor’s work plan. strategy and method of work.

The investment promoter/advisor’s familiarity with the industry and business
activities of the company subject of sale. This involves knowledge of the various
financial. technical. managerial. marketing and competitive aspects of the company’s
operations. This is form both frameworks: actual and potential.

[F9)

4. The investment promoteriadvisor’s full understanding of the market forces
influencing the operation and value of the company. backed by market research and
analvsis.

o

The mvestment promoter/advisor’s knowledge of the potential industrial investment
plavers in the market. who could qualify as prospective strategic investors for the
company subject of sale.

6. The ability of the investment promoter/advisor - as judged by the record and
performance in similar past transactions — to highlight the attractive sides of the deal.
and the competitive advantages that the affiliate company subject for sale possesses.

7. The ability of the investment promoter/advisor to assist in formulating competitive
strategies to enhance the affiliate company’s value and prospects for sale. This could
be retlected in a business plan. that the investment promoter/advisor would help
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prepare. and that would be based on convincing credible assumptions and logical
projections.

The investment promoter/advisor must possess an extended web of business relations
and contacts. and an extended worldwide reach that would improve the chances to
identify and attract desirable candidate prospective investors to the sale transaction.

Excellent knowledge of the working of the capital markets. and abilities of the
investment promoter/advisor for creative thinking and conceptualization of the
optimal financing structure for the deal. and potential sources of available funds for
early consummation of the sale of the company.

The Role Of The Investment Promoter/Advisor

It is advisable that the minute a decision to privatize the affiliate company. and preparing the
company for sale is taken. that the Holding Company should engage the services of a qualified
investment promoter‘advisor. The investment promoter/advisor would be expected to actively
participate in preparing the affiliate company for sale by providing the following consulting.
investment banking and promotional specialized services:

IL

Participate And Assist In The Valuation Of The Company On A Realizable
Market Value/Price Basis.

This would be based on the investment promoter/advisor conducting certain degree of
due diligence to satisty itself with the completeness of the documents upon which
valuation would be based. along with the accuracy of the data and information
pertaining to the affiliate company’s activities. and the validity of the assumption
upon which future projections are made (" Diagnostic Analysis ™).

The imvestment promoteradvisor should assist in the performance of financial
analysis. based on audited financial and operational data and information.

The investment promoter‘advisor should satisfy itself with the completeness and
accuracy of all the documents that a prospective preferred investor would need to
examine for the early consummation of the sale of the affiliate company.

Participate And Assist In The Preparation Of A Business Plan For The Purpose
Of Concluding The Sale Transaction.

he investment promoter should assist in the formatting and preparation of a detailed
business plan for the company. to acceptable international standards. The plan should
retlect the potential of the company. The objective is to attract prospective investors
by showing that the company subject of sale ts viable once right actions are taken.
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Accompanying notes should sufficiently explain the logic and basis of assumptions
and projections. that on the basis of which the economic viability of the company is
demonstrated

Draw A Work Plan (Strategy) For The Sale Of The Company

The investment promoter/advisor should assist the Holding Company to draw a
working plan for sale of the affiliate company. with the object of achieving the
highest realizable fair price given market conditions and the company’s highlighted
desirable attributes. This is in conjunction with a timeframe to concluding the sale.

Participate In The Preparation Of An “Information Memorandum.”

The tnvestment promoter/advisor should determine the design, content and
formatting. and assist the Holding Company in producing an “Information
Memorandum™ that meets good international standards of transparency and full
disclosure. The “Information Memorandum™ is a selling memorandum that must
contain complete and accurate data and information relating to the company’s
operations and financial performance.

Assist In Soft Restructurization Deemed Necessary For Early Privatization

The investment promoter‘advisor should assist in reviewing the financial structure of
the affiliate company. and make recommendations for some remedial actions to
possibly effect certain soft restructurization that could significantly improve the
attractiveness of the company and enhance its potential value and perceived market
price.

Assist In The Preparation Of the Tender Documents, And The Invitation To
Tender.

The investment promoter’advisor should assist in the preparation of the other Tender
Documents. beside the Information Memorandum. The Other Tender Documents

would include:

1. Terms and Conditions
2. A Contract Sample

The investment promoter-banker ought to assist in the design of the advertisement of
the Invitation to Tender. and the guidelines of procedures to follow.

Promotion Of The Sale

The investment promoter-advisor should conduct an in-depth. comprehensive study
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on prospective investors. drawing on the widest base possible. The investment
promoter/ advisor should prepare a report. for the review and approval of the Holding
Company. containing the profiles of prospective investors and the prospects for sale.

The investment promoter/advisor should mobilize its networks of relations, allies and
associates in the financial and business communities. for the purpose of identifying
prospective investors. The investment promoter/advisor would disseminate
information on the company subject of sale.

VIII.  Assist In Setting Guidelines, And Participate In The Evaluation Of Tenders

The investment promoter/advisor should assist in designing detailed guidelines for
Procedures to Evaluating Tenders. including organizational and functional matters
relating to the process of evaluation.

The investment promoter/advisor ought to assist in the Evaluation of Tenders, in a
manner that would guarantee full transparency.

INX.  Assist In Consummating The Sale

In this regard. the investment promoter/advisor can perform the following functions:

=

. Assist in formulating and composing the letter to the winning bidder.
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Assist in the planning of negotiating strategies.

3. Assistin the design and preparation of the requisite legal documents.

4. Assist in all the procedures to bringing the sale to a final fruition.

Assist and the registration and the listing in the stock exchange of the company
after sale.

tn

SELECTING THE INVESTMENT PROMOTERS

The Public Enterprise Office ("PEQ™) short-listed the qualified investment promoters/advisors
that the Holding Companies can draw from for the purpose of assisting in selling the affiliate

companics.
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The Holding Company would will need to review the sort-list. and subsequent to a tendering due
process - that ensures that all bidders are fairly treated in an open and “transparent” fashion -
select the investment promoter/advisor with the qualifications. capabilities and relevant
experience that can effectively assist in the early consummation of the sale.

The Tender Documents for selecting an investment promoter/advisor would include the
following documents:

1. Terms and Conditions

[£9]

Terms of Reference

3. Structure and Content of the Technical Proposal

4. Guidelines for the structure of the fees and the Financial Proposal.
5. Description of the affiliate company subject of sale

6. Timeframe of the complete tendering process.

I. Terms And Conditions

They contain the rules that govern the tendering process. They contain instructions
to the bidders with regards to matters relating to:

o The davs the validity of the bid should remain en force.
¢ The period during which the bid must be submitted.

e The language in which the bid must be submitted.

e Number of copies the bid must be submitted.

e The requirements for the structurc and content of the submitted proposals
(Technical and Financial).

The date the winning bidder would need 1o fully mobilize for the assignment.
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¢ Information on the methodology and manner by which evaluation of the bids
would be carried out by the Holding Company in a manner that ensures
transparency during all the stages of the tendering process.

e A sample of a standard contract is supposed to be included as part of the
“Terms and Conditions.™

II. Terms Of Reference

Gives a detailed description of the scope of work and tasks and services required to be
performed by the successful investment promoter/advisor bidder.

The document of the Terms of Reference customarily contains the following:

- Background that highlights the context within which the request for tender is
initiated.

- Definition of the proposed assignment and scope of work: The services to be
provided by the investment promoter/advisor.

[II.  The Content Of The Technical Proposal

This document specifies the format and style of the technical proposal. It gives
instructions regarding the structure and content of the “Technical Proposal.” The
objective is to standardize all proposals with the purpose to create a fair basis for

comparison.

Some ot the requirements could be that the submitted Technical Proposal should include:

s An “Exccutive Summary.” that provides an overview of the main points
Contained in the Technical Proposal.

¢ Deitailed analysis of the method and plan of work.

¢ Detailed schedule for achieving each element/component/task. along with
the investment promoter/advisor’s plan to creating a short-list of
prospective strategic investors.

o Description of the suggested working team for the project. along with
diagrams and charts describing the organization of the work team. and
clear detinitions of responsibilities and authorities of each team member.

elc.
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e Profiles, or resumes (“CVs") of the members of the proposed work team.

e List the relevant experiences and relevant strengths of the bidding
investment promoter/advisor.

IV. Structure Of The Financial Proposal

It defines a structure for proposing a fee. This. as in the case of the Technical Proposal,
tends to put all bids on equal footing for the purpose of easier comparison, and serves the
objective for transparency.

The fees are to be stated according to a remuneration structure based on two parts:

1. A Fixed Retainer Fee: and
2. A Success Fee.

No allowance is made for payment of any reimbursable expenses.
V. Timeframe For The Selection Of The Investment Promoter/Advisor

Shows the different steps of the Tendering process. It allows all bidders to know when to
expect results.

The Timeframe appears in the form of a Timetable. The Timetable divides the tendering
process into itemized events. with a date assigned for each event. Example could involve
_ the following events:

¢ Request for tender

e Period for submitting questions

¢ Responses to questions

o First date for submitting bids

e Last date for submitting bids

o [Evaluation of Bids

e Selection of Winning bidder

e Negotiation with winning bidder

e Signing of final contract.



(Translation: Summary of Presentation)

Page 1

Working Paper on Investment Banking

The Role of the Investment Promoters, and the Methodology for their Evaluation

and Selection.

A Strategic Investor

Page 2

Table of Contents:

Introduction

The Main Objective, the Ultimate Purpose

Justifications for Engaging the Services of an Investment Promoter/Banker

Conditions & Financial Commitment of the Investment Promoter

"Added Value”: Negotiating from a Position of Strength

A. The Role of the Investment Promoter

1.

2,

Assist in preparing the company for sale.
Effect the sale placement.

Assist in the preparation of the Tender Documents, and
the process of Tender solicitation

Setting guidelines, Tender evaluation process.

Assist in the consummation of the sale.



B. The Shortlist and Tender Documents for selecting an Investment

Promoter/Banker.
Page 3
Heading: The Main Objective, the Ultimate Purpose
Content: Achievement of the Optimal Value/Price
Page 4
Heading: Justification for soliciting the services of Investment Promoters/Bankers
Content: Attractiveness (desirability) of the Investment

. An attractive Investment

. A less desirable Investment.

Sale strategy:

. Public Offering

. Strategic/Anchor Investor
Page 5
Heading: Conditions & Financial Obligations of the Investment Promoter
Content: Underwriter/ Guarantor and Agent
Page 6
Heading: Adding Value: Negotiating from a Position of Strength
Content: Promoter’s Skills

The promoter's technical, organizational, managerial and management
systems capabilities, and strategy and method of work.

The promoter's acquaintance, and familiarity with the industry and
business-activity of the company subject of sale; knowledge of the
financial, technical, managerial, marketing and competitive aspects of
the company’s operations. Ability to portray actual value and potential to
investor.



Page 7

Heading:

Content;

Page 8

Heading:

Content:

The promoter’s full understanding of the market forces at play, based on
analysis. By extension, a knowledge of players in the market who couid
qualify as potential strategic investors.

The ability of the promoter to highlight the benefits of the deal, and the
competitive advantages of the company; the ability to assist in
formulating competitive strategies, to enhance the company’s value and
prospects for sale, to construct a business plan based on convincing
assumptions and logical projections.

Possess an extended web of business contacts, and an extended reach
that would improve the chances of identifying and attracting the desirable
candidate investors.

Creativity, and ability to conceptualize and structure optimal financing of
the deal; knowledge and reach in the financial markets to advise on the
source of the funds to consummate the sale.

The Role of the Investment Promoter

As in the table of contents, above, with further elaboration in pages 8, 9,
10, 11 and 12, below.

Preparing the Company for Privatization/Sale

Data Compilation

Participate and assist in the valuation of the company. This is based on
the promoter conducting a reasonable degree of due diligence, financial
analysis, assessment of the investing market conditions (tming) to
establish - to the promoter’s satisfaction, - a realizable fair value of the
company.

Assist in compiling the requisite audited data, information and documents
about the company to include in a comprehensive “Information
Memorandum.” This with the purpose of facilitating and expediting the
performance of due diligence by the prospective investor

/0



Page 9
Heading:

Content:

Page 10
Heading:

Content:

Promoting the Sale — Placement Power

Market Analysis

Draw a work-plan (strategy) for privatizing the company, with the object
of achieving the highest feasible realizable price. This is in conjunction
with a well- defined schedule for effecting the sale.

Conduct an in-depth, comprehensive study on prospective strategic
investors, drawing on the widest base possible, and prepare a report with
full analysis on the prospects for sale.

Engage the promoter's network to identify prospective investors, and
disseminate information about the company, high-lighting its potential
and salient features {o aftract the desirable investors. Communicate with
prospective investors, answer their queries as they arise.

Assist in the Preparation of the Tender Documents, and the Invitation to
Tender

Sale Documents

Assist in the Preparation of all the Tender Documents, including:

v

Page 11
Heading:

Contents:

Terms and Conditions
Information Memorandum
A sample contract

Assist in the design of the advertisement of the Tender Solicitation and
the guidelines of procedures to follow.

Establishing Guidelines and Assisting in the Evaluation of Tenders.
Procedure
Assist in designing detailed guidelines for procedures; evaluate Tenders.

Establish procedures to assure full transparency.



Page 12
Heading:

Content:

Page 13
Heading:

Content:

Page 14
Heading:

Content:

Consummating the Sale

Final Negotiation

Assist in formulating the letter to the winning bidder.

Assist in formulating negotiation strategies, and assist in the details
of the final negotiations with the winning bidder.

Assist in the design and preparation of the legal documents, and assist
in all the steps and procedures to successfully consummate the sale
in conformity with the contractual conditions.

Assist in the procedures to registering and listing the sold company in the
stock market.

The list and content of Tender Documents for selecting the Investment
Promoters

Documents

The Invitation to Tender

Terms and Conditions

Terms of Reference

The requirements in the Technica!l Proposal

The requirements in the Financial Proposal

General information regarding the company subject of sale

The time schedule until the award of contract

The Content of the Technical Proposal

Bid Documents



Page 15
Heading:

Content:

Page 16
Heading:

Content:

Detailed analysis of the method and plan of work.

A detailed schedule for achieving each element/component/task, along
with the promoter’s plan to compiling a short list of prospective strategic
investors.

Description of the suggested working team for the project, along with
diagrams and charts describing the organization of the work team, and
clear definitions of responsibilities and authorities of each individual.

A profile, or a Curriculum Vitae of each member of the proposed work
team.

List the relevant experiences and relevant strengths of the bidding
investment promoter.

Content of the Financial Proposal
Fees:
Retainer Fees

Success Fee

The Time Schedule {o Awarding the Contract

Sequence of activities from announcement inviting to tender until final
award of contracts..
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