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Willis Mergers & Acquisitions Practice performed the
insurance due diligence on the

£440,000,000
acquisition of

by 

jj~~êêÅÅÜÜ==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed the
insurance due diligence for the 

Euro 863,000,000
acquisition of 91 ACCOR operated hotels in 

Germany and Netherlands 

by 
Moor Park Real Estate Partners, I L.P. Incorporated
Moor Park Real Estate Partners, II L.P. Incorporated

Advised by 
Moor Park Capital Partners LLP
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Willis Mergers & Acquisitions Practice performed insurance
due diligence and structured a transactional insurance

product on the

acquisition of 

by 
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Willis Mergers & Acquisitions Practice performed insurance
due diligence and structured a transactional insurance

product on the

acquisition of

by 

German Equity Partners III
Managed by 
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Willis Mergers & Acquisitions Practice performed vendor
insurance due diligence on the

US$ 311,000,000
sale of

by 
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by 
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This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed Insurance 
due diligence on the

US$110,000,000
acquisition of

Mars Restaurants Private Limited 
&

SkyGourmet Catering Private Limited

by 

India Hospitality Corp
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Willis Mergers & Acquisitions Practice structured a
transactional insurance product on the

acquisition of
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by 
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

EURO 565,000,000
acquisition of

LBC Group

by 

Challenger Infrastructure Fund
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The Willis Mergers & Acquisitions Practice
has been nominated for the prestigious
Private Equity News Awards in the Risk
Adviser of the Year category. The annual
Awards for Excellence in Private Equity
Advisory Services will be held on 3
October in London. The event is the only
Awards ceremony in Europe exclusively
dedicated to celebrating the successes of
private equity advisory firms including
Investment Banks, Legal, Accountants,
Specialist Advisers and Operational
Services.
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Construction M&A:
How to Avoid Post-Deal Indigestion

The global construction market is booming Ó
from housing, hotels and resorts to mega-
projects such as the recently-announced Red Sea
Crossing and the widening and deepening of
the Panama Canal. As design and construction
firms struggle to keep up, one response that is
becoming more common is a merger or
acquisition.

For most design and construction industry
executives, consummating a merger or executing
an acquisition is not an everyday occurrence and
is undertaken with much caution and
uncertainty. Anecdotal evidence indicates that
the majority of design and construction industry
deals fail to deliver the value that was projected
during the feasibility and due diligence
processes, and that many company executives
must tolerate a protracted period of post-deal
indigestion.

We strongly encourage clients involved in
merger and acquisition activity to adopt an
underwriting approach as they evaluate
potential target companies.

Professional services firms must also
contend with the issues surrounding the real
possibility of a claim being brought Ó after the
deal is complete Ó for the past acts, errors or
omissions of the merged or acquired firm. While
the mechanics of responding to such a claim can
be addressed through the deal structure (asset
versus stock acquisition, run-off and tail covers,
etc.).

An underwriting approach will help the
acquirer obtain a fully rounded understanding of
the risk management and loss prevention
culture within the target firm and quantify the
potential financial impact of an unforeseen
Professional Liability claim.

Willis Mergers & Acquisitions Practice performed the
insurance due diligence for the 

management buy-in of 

by 
Aberdeen Asset Managers Growth Capital 

and 
RBS Structured Finance, Aberdeen
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by

ggììååÉÉ==OOMMMMTT
This announcement appears as a matter of record only

Welcome to the latest edition of our M&A newsletter in
which we are covering a wide range of issues.

As the spotlight on the private equity industry
becomes ever brighter on both sides of the Atlantic we
have taken the opportunity to examine some of the
issues surrounding Directors & Officers Liability
insurance and how best to ensure that the coverage
available to you if you are a private equity professional
is as comprehensive and joined-up as possible. We have
noted how recent surveys have suggested that there is
a feeling that legal action against the private equity
community will increase and although we would not
necessarily endorse those results we do believe that it
is prudent to take the opportunity to ensure that the
best possible protections are in place, particularly at
this time of highly flexible insurance markets which can
result in broader insurance contracts.

The boom in M&A activity generally is also seeing
an increase in activity in the specialist M&A insurance
sector. There have been a number of high profile moves
in the transaction liability insurance market between
underwriters and brokers. Willis itself will shortly benefit
from a further high profile arrival in this area and there

is a significant increase in the level of interest from
potential new insurers to the Warranty & Indemnity and
Tax Liability fields. We welcome this interest as it will
help stimulate an even more innovative and competitive
market place. We will need to work collectively as an
industry, however, to ensure that any new entrants are
properly equipped to provide the quality of service and
product that has become the norm over the last 24 to
36 months.

We have also included an article recently published
in the Willis Construction Practice newsletter which
focuses on M&A issues in that sector as well as an
article commenting on the increasingly active Central &
Eastern European Region, an area where we have
recently invested in dedicated resources.

As we enter a new phase in terms of liquidity
constraints, I hope this newsletter is of interest and that
we will have the chance to support you in the near
future.

^äáëí~áê=iÉëíÉêI fåíÉêå~íáçå~ä=mê~ÅíáÅÉ=iÉ~ÇÉê
qÉäW HQQ=EMFOM=TVTR=OQVQ

Private Equity Directors’ & Officers’ Insurance
There has been plenty in the general press about the
world of Private Equity which has led some in the
private equity and insurance sectors to believe there
will be an increase in the number of legal claims.
Influenced by the regulators, it is predicted these
claims will emanate mainly from minority shareholders
and disgruntled employees.

Whether this evolves into reality remains to be
seen but it is a clear signal to those that manage
private equity funds to ensure their respective
Partnership Liability insurance programme and their
portfolio companies’ D&O insurance policies are in

place and are enhanced to reflect their management
and ownership structures. Since there will be directors of
the private equity funds also acting as directors of their
portfolio companies, it is important to ensure there are
no gaps between the two aforementioned policies.

aç
Ó Consider three-year projected estimates

of insurance premiums for the
combined entity and benchmark against
your peer group using accepted market
data

Ó Consider the financial impact and
collateral requirements of increasing
self-insured retentions and deductibles

Ó Closely review any “change of control”
clause implications of the target’s
insurance policies

Ó Review six to twelve years’ claims
experience to identify any claim trends
of concern Ó in terms of both frequency
and severity

Ó Determine the target’s losses from the
ground up and identify claims costs
incurred by the target within its self-
insured retention or deductible

Ó Confirm that asset valuations are
current to confirm the appropriateness
of sums insured to prevent under-
insurance

Ó Review and quantify any contingent
liabilities and consider methods to
minimize or insure against them

Companies of course do not turn to mergers
and acquisitions whenever their capacity is
stretched. Other responses include:

Ó Increasing investment in technology
and integration

Ó Establishing joint ventures and other
project-specific entities to compete for
and deliver projects

açåÛí
Ó Rely on the quantification of future

insurance or claim costs by non-
qualified consultants 

Ó Forget to review the financial
worthiness of the target’s past liability
insurers for those insurance lines which
are “loss occurring” and which may
have to be accessed post-deal in the
event of a loss or claim

Ó Assume access to your current
Professional Liability carrier’s program Ó
or its current terms and conditions Ó
post-deal

Ó Assume that there will be any return
premium post-deal

Ó Overlook uninsured risks

Ó Outsourcing to offshore locations that
have the resources to perform the work
and often at a cheaper rate.

These approaches come with their own risk
management issues, which will be the subject of
future commentary in this space.

qÜÉ=ÑçääçïáåÖ=ÅÜÉÅâäáëí=çÑ=ÇçÛë=~åÇ=ÇçåÛíë=ïáää=ÜÉäé=óçì=ìåÇÉêïêáíÉ=~=í~êÖÉí=Åçãé~åóW

Gras Savoye (a Willis Partner) performed the insurance due
diligence for the

acquisition of

by 
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Gras Savoye (a Willis Partner) performed the insurance due
diligence for the

acquisition of

by 
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Gras Savoye (a Willis Partner) performed the insurance due
diligence for the

acquisition of

by 

jj~~óó==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

NZ$2,161,300,000

acquisition of

by 

^̂ééêêááää==OOMMMMTT
This announcement appears as a matter of record only

continued on page 2 
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Central and Eastern European M&A Trends 

The number and volume of Mergers and Acquisitions (M&A) deals in Central and Eastern European
Countries (CEEC) has increased rapidly over the last years. This follows on from improving
macroeconomic and political circumstances creating great chances for international and domestic
investors. Involving advisers to add value to an M&A process is becoming more and more accepted.
This helps management and Private Equity (PE) companies to gain higher level of professionalism in
their activities. This article presents the development of PE transactions and summarises the key
service and product offerings of insurance advisors in CEEC.

`bb=mêáî~íÉ=bèìáíó=EmbF=_~ÅâÖêçìåÇW
In the eight selected CEE countries 1,215 public announced transactions were completed in 2006.
This is an overall increase of M&A activities of 4.5% compared with the year 2005. Poland is the
most active market representing over 30% of the total M&A transactions in the region.

qÜÉ=táääáë=fåÇÉñWW Mergers & Acquisitions Edition 2 2007  4

Various risks have been highlighted as the most
likely to give rise to legal claims, some of which
should be covered by insurance and some of
which are not insurable exposures, which
include:

bñÅÉëëáîÉ=äÉîÉê~ÖÉ Ó May lead to claims
from minority shareholders and investors
due to insolvency and possibly poor Fund
performance. The portfolio companies’ D&O
policies must not have any form of
shareholder exclusion and the funds
partnership liability must have the necessary
carve-backs in respect of Insured versus
Insured.
j~êâÉí=^ÄìëÉ Ó The allegation of market
abuse is often the subject of an exclusion in
D&O policies Ó any fraud or dishonest act
will not be protected but defence costs
should be protected until/unless proven
guilty. A specific market abuse policy
exclusion should not be accepted.
`çåÑäáÅí=ÄÉíïÉÉå=ÑìåÇ=ã~å~ÖÉêë=L
áåîÉëíçêë=L=Åçãé~åáÉë Ó Refer to above
but must ensure that Insured v Insured
Exclusion does not knock out claims from
fund against fund managers (for example).

It has been some time coming but the insurance
industry is now much better equipped to provide
the coverage appropriate for the private sector.
Combined with the current ‘soft’ market
conditions, now is a good time to review the
terms and conditions of your partnership liability
and portfolio companies’ D&O policies.

Appreciating the particular management
and ownership structures within Private Equity,
Willis has addressed the respective needs of the
Fund Managers and their portfolio companies by
creating tailored wordings.

m~êíåÉêëÜáé=iá~Äáäáíó=Ó=cìåÇ
Willis has designed an exclusive product
addressing the key management liabilities which
arise from the operation of a private equity or
venture capital fund, including the initial
structuring of the fund to the last exit and
subsequent final distribution of the fund.

mçíÉåíá~ä=bñéçëìêÉë
Ó claims by Limited Partners (LPs) alleging

misleading offering documents or
mismanagement of the fund

Ó poor due diligence

Ó Corporate Governance issues in both
the PE/VC companies and their portfolio
companies

Ó insolvency of a portfolio company
Ó alleged negligence by the PE/VC

companies to the management team of
a portfolio company

Ó employment related issues in the
management of portfolio companies

Ó minority shareholders of portfolio
companies, especially at exit stage

Ó indemnification provisions in portfolio
companies

Ó exits from investments, especially
Professional Indemnity (PI) exposure
associated with advice on investment
banking issues

Ó internal crime/fraud
Ó administrative errors in distribution of

proceeds including “in-kind”
distribution.

Willis recommends a “blended policy” to fulfil
the needs of PE/VC funds, covering all aspects of
“management liability”. Advantages of this
approach include:

Ó avoidance of separation/coverage
disputes

Ó achieving cost effectiveness through the
purchasing of reduced overall capacity 

Ó avoiding disproportionate premium
allocation to the PI policy.

The Willis tailored policy provides cover which
goes beyond standard policy coverage typically
available in the market, including:

Ó blanket cover for all PE/VC
representatives on portfolio company
boards

Ó no restriction in terms of industry sector
Ó coverage for claims brought by the

portfolio company when acting wholly
independently of the PE/VC company

Ó no requirement for positive net worth
of portfolio company

Ó no “non-aggregation of limits” clause
Ó no “Financial Institutions” exclusion
Ó automatic inclusion of new funds below

a threshold of 150% of the value of the
last fund

Ó no exclusion for claims brought by the
company against the insured person/s.
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Along with the increase of transactions, the volume of deals reached an amount of USD 47bn which
reflects an increase of 30%. This trend is based mainly on the growing recognition of PE
achievements in this area and the growing compliance of company management of the use 
of existing PE capability and networking rather than simply maximising the income by IPO (initial 
public offering).
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M&A activity is influenced by manufacturing industry which represents nearly 20% of the total
number of transactions, followed by financial services representing 16%. The top 5 industry sectors
represent over 60% volume of total deals.
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fåëìê~åÅÉ=aìÉ=aáäáÖÉåÅÉ=EaaFW
Insurance DD is a crucial part of the M&A process and a new tool in CEEC. In most CEE countries it is
still an unknown but investors’ recognition of the potential value of such work is growing fast. There
is no legal requirement for insurance DD during the acquisition process and typically the biggest
drivers in exercises in DD insurance are the increase in financial market leverage and other business
practices which are typical of Western European countries.

DD Insurance is a part of preliminary investigations during the transaction process. Deep analysis
of the target company’s insurance and risk transfer arrangement enables investors to identify possible
uninsured areas and to quantify either the cost of securing insurance to fill the gaps or the scale of
the contingent liability that may exist from failure to insure these areas. Central to the scope of DD
insurance providers is the prediction of the total cost of insurance risk (premiums, taxes, self insurance
costs and professional fees) and their impact on profit and loss, cash flow and balance sheet of the
target company. This is in addition to providing advice on the utilisation of the insurance relevant
language within the sales and purchase agreement (SPA).

A key example of the implications of not exercising due diligence performance can be seen in a
Polish food investment where the company did not purchase any loss of revenue which was not
identified prior to the investment. Shortly after the acquisition the main production facility burnt
down and the business was not able to begin trading again for several months. The loss of revenue
was not covered by insurance which forced the business to fall almost 12 months from the
investment plan which had been put in place by a backing financial sponsor. Insurance DD would
have identified this lack of protection and recommended appropriate action.

Prior to or during deal negotiations it is also possible to structure risk transfer / insurance
products to only deal with breaking risks, such as warranty and indemnity, tax liability or
environmental which can be transferred to the insurance markets. The provision of long term security
of the insurance company underwriting such risks is taken into central account.

It is important that any insurance advisor retained has the international resources to bring the
best of the insurance market to resolve a situation. The insurance sector is increasingly international
with the total number of key insurers in the CEEC reaching a significant number of 160 companies.

Key Insurers in CEE
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aCl=Ó=mçêíÑçäáç=`çãé~åó
Due to the rather different ownership structure
of private equity owned companies, the level of
cover provided by a standard Directors’ and
Officers’ (D&O) insurance policy often does not
cater for the needs of the company’s
management and/or the appointed directors of
the private equity fund.

Willis’ portfolio wording has been designed
to fill the gaps normally found in traditional
policies and meet all parties’ requirements,
including the period post divestment. Key
coverage benefits include:

Ó Major Shareholder Claims cover Ó
i.e. no major shareholder exclusion

Ó Reinstatement of limit for all non-
executive directors or PE Fund
appointed directors

Ó Pre-agreed run-off premiums for
periods up to six years

Ó 12 month automatic cover for 
retired directors

Ó Coverage for Insured versus 
Insured claims

Ó Automatic cover to renewal for all ‘buy
and build’ acquisitions at no additional
premium (Excluding USA companies).

Demonstrating an understanding of the
exposures has enabled Willis to negotiate very
competitive pre-agreed premium rates and a
short proposal form with several insurers. This
has an even greater advantage for our clients in
the event of a sudden closing date, and speed
and efficiency is of prime concern.

We have taken Portfolio Company D&O
insurance one step further by taking a cross
portfolio approach. By leveraging the collective
buying power of a Fund’s entire portfolio, a
recent initiative, which included a portfolio of 10
companies, generated a premium saving of 42%
whilst maintaining the broader coverage
provided by Willis Portfolio Plus.

mêáî~íÉ=bèìáíó=aáêÉÅíçêëÛ=C=lÑÑáÅÉêëÛ=fåëìê~åÅÉ=ÅçåíáåìÉÇ

açìÖ~äÇ=bäãÉê
Dougald has a Degree in Finance, two years’
experience working in Insurance Broking and
over three years working as a Senior Analyst
with Deloitte in the areas of Financial
Modelling and Forensic Accounting.
Dougald's role is to support Josh Roach,
National Manager, Mergers & Acquisitions,
Australia & New Zealand, with the

development of the M&A Practice in Australia
& New Zealand and the delivery of due
diligence, transactional products and portfolio
services to both Private Equity and Corporate
Clients.

Tel: +61 2 9285 4001 
Email: elmerd@willis.com

j~êáìë=píçä~êëâá
Prior to joining Willis as Project Manager for
Mergers and Acquisitions, Central and Eastern
Europe in 2007, Marius spent four years
working for one of the largest European
financial service providers, executing entry into
the Polish market. Marius is highly experienced
in developing business within this region.

Having lived in both Poland and Germany
and worked in Central & Eastern Europe,
Marius is adaptable and sensitive to Western
and Eastern cultural differences. He attended
the Universities in Warsaw and Prague and
graduated with a Masters in International

New Joiner
Management having also studied Business
Administration in Cologne.

Marius is currently working for the Willis
Global Mergers & Acquisitions Practice and will
be on secondment for six months in Frankfurt
and London. During this time, Marius will be
preparing to take over the responsibility for
developing the International M&A practice in
the Central and Eastern European Countries.
Following his six-month secondment, Mario
will be based in Warsaw and will support the
rising Private Equity and corporate transaction
activity in the CEE region.

The knowledge of different insurance companies product offerings, as well as their ability to comply
with national differing statutory insurance requirements, can only be met by an adviser with a strong
network and excellent knowledge.

As worldwide insurance broker, Willis is represented in more over 100 countries. Willis
international M&A practice team has a headcount of more than 70 specialists, including dedicated
resources covering the CEE region. We aim to service current investors’ needs and to provide high-
quality services for future requirements, and we look forward to working with you as the CEE M&A
market continues to grow in scale and complexity.

Meet the Team 
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Central and Eastern European M&A Trends 

The number and volume of Mergers and Acquisitions (M&A) deals in Central and Eastern European
Countries (CEEC) has increased rapidly over the last years. This follows on from improving
macroeconomic and political circumstances creating great chances for international and domestic
investors. Involving advisers to add value to an M&A process is becoming more and more accepted.
This helps management and Private Equity (PE) companies to gain higher level of professionalism in
their activities. This article presents the development of PE transactions and summarises the key
service and product offerings of insurance advisors in CEEC.

`bb=mêáî~íÉ=bèìáíó=EmbF=_~ÅâÖêçìåÇW
In the eight selected CEE countries 1,215 public announced transactions were completed in 2006.
This is an overall increase of M&A activities of 4.5% compared with the year 2005. Poland is the
most active market representing over 30% of the total M&A transactions in the region.
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Various risks have been highlighted as the most
likely to give rise to legal claims, some of which
should be covered by insurance and some of
which are not insurable exposures, which
include:

bñÅÉëëáîÉ=äÉîÉê~ÖÉ Ó May lead to claims
from minority shareholders and investors
due to insolvency and possibly poor Fund
performance. The portfolio companies’ D&O
policies must not have any form of
shareholder exclusion and the funds
partnership liability must have the necessary
carve-backs in respect of Insured versus
Insured.
j~êâÉí=^ÄìëÉ Ó The allegation of market
abuse is often the subject of an exclusion in
D&O policies Ó any fraud or dishonest act
will not be protected but defence costs
should be protected until/unless proven
guilty. A specific market abuse policy
exclusion should not be accepted.
`çåÑäáÅí=ÄÉíïÉÉå=ÑìåÇ=ã~å~ÖÉêë=L
áåîÉëíçêë=L=Åçãé~åáÉë Ó Refer to above
but must ensure that Insured v Insured
Exclusion does not knock out claims from
fund against fund managers (for example).

It has been some time coming but the insurance
industry is now much better equipped to provide
the coverage appropriate for the private sector.
Combined with the current ‘soft’ market
conditions, now is a good time to review the
terms and conditions of your partnership liability
and portfolio companies’ D&O policies.

Appreciating the particular management
and ownership structures within Private Equity,
Willis has addressed the respective needs of the
Fund Managers and their portfolio companies by
creating tailored wordings.

m~êíåÉêëÜáé=iá~Äáäáíó=Ó=cìåÇ
Willis has designed an exclusive product
addressing the key management liabilities which
arise from the operation of a private equity or
venture capital fund, including the initial
structuring of the fund to the last exit and
subsequent final distribution of the fund.

mçíÉåíá~ä=bñéçëìêÉë
Ó claims by Limited Partners (LPs) alleging

misleading offering documents or
mismanagement of the fund

Ó poor due diligence

Ó Corporate Governance issues in both
the PE/VC companies and their portfolio
companies

Ó insolvency of a portfolio company
Ó alleged negligence by the PE/VC

companies to the management team of
a portfolio company

Ó employment related issues in the
management of portfolio companies

Ó minority shareholders of portfolio
companies, especially at exit stage

Ó indemnification provisions in portfolio
companies

Ó exits from investments, especially
Professional Indemnity (PI) exposure
associated with advice on investment
banking issues

Ó internal crime/fraud
Ó administrative errors in distribution of

proceeds including “in-kind”
distribution.

Willis recommends a “blended policy” to fulfil
the needs of PE/VC funds, covering all aspects of
“management liability”. Advantages of this
approach include:

Ó avoidance of separation/coverage
disputes

Ó achieving cost effectiveness through the
purchasing of reduced overall capacity 

Ó avoiding disproportionate premium
allocation to the PI policy.

The Willis tailored policy provides cover which
goes beyond standard policy coverage typically
available in the market, including:

Ó blanket cover for all PE/VC
representatives on portfolio company
boards

Ó no restriction in terms of industry sector
Ó coverage for claims brought by the

portfolio company when acting wholly
independently of the PE/VC company

Ó no requirement for positive net worth
of portfolio company

Ó no “non-aggregation of limits” clause
Ó no “Financial Institutions” exclusion
Ó automatic inclusion of new funds below

a threshold of 150% of the value of the
last fund

Ó no exclusion for claims brought by the
company against the insured person/s.
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Along with the increase of transactions, the volume of deals reached an amount of USD 47bn which
reflects an increase of 30%. This trend is based mainly on the growing recognition of PE
achievements in this area and the growing compliance of company management of the use 
of existing PE capability and networking rather than simply maximising the income by IPO (initial 
public offering).
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M&A activity is influenced by manufacturing industry which represents nearly 20% of the total
number of transactions, followed by financial services representing 16%. The top 5 industry sectors
represent over 60% volume of total deals.
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fåëìê~åÅÉ=aìÉ=aáäáÖÉåÅÉ=EaaFW
Insurance DD is a crucial part of the M&A process and a new tool in CEEC. In most CEE countries it is
still an unknown but investors’ recognition of the potential value of such work is growing fast. There
is no legal requirement for insurance DD during the acquisition process and typically the biggest
drivers in exercises in DD insurance are the increase in financial market leverage and other business
practices which are typical of Western European countries.

DD Insurance is a part of preliminary investigations during the transaction process. Deep analysis
of the target company’s insurance and risk transfer arrangement enables investors to identify possible
uninsured areas and to quantify either the cost of securing insurance to fill the gaps or the scale of
the contingent liability that may exist from failure to insure these areas. Central to the scope of DD
insurance providers is the prediction of the total cost of insurance risk (premiums, taxes, self insurance
costs and professional fees) and their impact on profit and loss, cash flow and balance sheet of the
target company. This is in addition to providing advice on the utilisation of the insurance relevant
language within the sales and purchase agreement (SPA).

A key example of the implications of not exercising due diligence performance can be seen in a
Polish food investment where the company did not purchase any loss of revenue which was not
identified prior to the investment. Shortly after the acquisition the main production facility burnt
down and the business was not able to begin trading again for several months. The loss of revenue
was not covered by insurance which forced the business to fall almost 12 months from the
investment plan which had been put in place by a backing financial sponsor. Insurance DD would
have identified this lack of protection and recommended appropriate action.

Prior to or during deal negotiations it is also possible to structure risk transfer / insurance
products to only deal with breaking risks, such as warranty and indemnity, tax liability or
environmental which can be transferred to the insurance markets. The provision of long term security
of the insurance company underwriting such risks is taken into central account.

It is important that any insurance advisor retained has the international resources to bring the
best of the insurance market to resolve a situation. The insurance sector is increasingly international
with the total number of key insurers in the CEEC reaching a significant number of 160 companies.

Key Insurers in CEE
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aCl=Ó=mçêíÑçäáç=`çãé~åó
Due to the rather different ownership structure
of private equity owned companies, the level of
cover provided by a standard Directors’ and
Officers’ (D&O) insurance policy often does not
cater for the needs of the company’s
management and/or the appointed directors of
the private equity fund.

Willis’ portfolio wording has been designed
to fill the gaps normally found in traditional
policies and meet all parties’ requirements,
including the period post divestment. Key
coverage benefits include:

Ó Major Shareholder Claims cover Ó
i.e. no major shareholder exclusion

Ó Reinstatement of limit for all non-
executive directors or PE Fund
appointed directors

Ó Pre-agreed run-off premiums for
periods up to six years

Ó 12 month automatic cover for 
retired directors

Ó Coverage for Insured versus 
Insured claims

Ó Automatic cover to renewal for all ‘buy
and build’ acquisitions at no additional
premium (Excluding USA companies).

Demonstrating an understanding of the
exposures has enabled Willis to negotiate very
competitive pre-agreed premium rates and a
short proposal form with several insurers. This
has an even greater advantage for our clients in
the event of a sudden closing date, and speed
and efficiency is of prime concern.

We have taken Portfolio Company D&O
insurance one step further by taking a cross
portfolio approach. By leveraging the collective
buying power of a Fund’s entire portfolio, a
recent initiative, which included a portfolio of 10
companies, generated a premium saving of 42%
whilst maintaining the broader coverage
provided by Willis Portfolio Plus.

mêáî~íÉ=bèìáíó=aáêÉÅíçêëÛ=C=lÑÑáÅÉêëÛ=fåëìê~åÅÉ=ÅçåíáåìÉÇ

açìÖ~äÇ=bäãÉê
Dougald has a Degree in Finance, two years’
experience working in Insurance Broking and
over three years working as a Senior Analyst
with Deloitte in the areas of Financial
Modelling and Forensic Accounting.
Dougald's role is to support Josh Roach,
National Manager, Mergers & Acquisitions,
Australia & New Zealand, with the

development of the M&A Practice in Australia
& New Zealand and the delivery of due
diligence, transactional products and portfolio
services to both Private Equity and Corporate
Clients.

Tel: +61 2 9285 4001 
Email: elmerd@willis.com

j~êáìë=píçä~êëâá
Prior to joining Willis as Project Manager for
Mergers and Acquisitions, Central and Eastern
Europe in 2007, Marius spent four years
working for one of the largest European
financial service providers, executing entry into
the Polish market. Marius is highly experienced
in developing business within this region.

Having lived in both Poland and Germany
and worked in Central & Eastern Europe,
Marius is adaptable and sensitive to Western
and Eastern cultural differences. He attended
the Universities in Warsaw and Prague and
graduated with a Masters in International

New Joiner
Management having also studied Business
Administration in Cologne.

Marius is currently working for the Willis
Global Mergers & Acquisitions Practice and will
be on secondment for six months in Frankfurt
and London. During this time, Marius will be
preparing to take over the responsibility for
developing the International M&A practice in
the Central and Eastern European Countries.
Following his six-month secondment, Mario
will be based in Warsaw and will support the
rising Private Equity and corporate transaction
activity in the CEE region.

The knowledge of different insurance companies product offerings, as well as their ability to comply
with national differing statutory insurance requirements, can only be met by an adviser with a strong
network and excellent knowledge.

As worldwide insurance broker, Willis is represented in more over 100 countries. Willis
international M&A practice team has a headcount of more than 70 specialists, including dedicated
resources covering the CEE region. We aim to service current investors’ needs and to provide high-
quality services for future requirements, and we look forward to working with you as the CEE M&A
market continues to grow in scale and complexity.

Meet the Team 
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Central and Eastern European M&A Trends 

The number and volume of Mergers and Acquisitions (M&A) deals in Central and Eastern European
Countries (CEEC) has increased rapidly over the last years. This follows on from improving
macroeconomic and political circumstances creating great chances for international and domestic
investors. Involving advisers to add value to an M&A process is becoming more and more accepted.
This helps management and Private Equity (PE) companies to gain higher level of professionalism in
their activities. This article presents the development of PE transactions and summarises the key
service and product offerings of insurance advisors in CEEC.

`bb=mêáî~íÉ=bèìáíó=EmbF=_~ÅâÖêçìåÇW
In the eight selected CEE countries 1,215 public announced transactions were completed in 2006.
This is an overall increase of M&A activities of 4.5% compared with the year 2005. Poland is the
most active market representing over 30% of the total M&A transactions in the region.

qÜÉ=táääáë=fåÇÉñWW Mergers & Acquisitions Edition 2 2007  4

Various risks have been highlighted as the most
likely to give rise to legal claims, some of which
should be covered by insurance and some of
which are not insurable exposures, which
include:

bñÅÉëëáîÉ=äÉîÉê~ÖÉ Ó May lead to claims
from minority shareholders and investors
due to insolvency and possibly poor Fund
performance. The portfolio companies’ D&O
policies must not have any form of
shareholder exclusion and the funds
partnership liability must have the necessary
carve-backs in respect of Insured versus
Insured.
j~êâÉí=^ÄìëÉ Ó The allegation of market
abuse is often the subject of an exclusion in
D&O policies Ó any fraud or dishonest act
will not be protected but defence costs
should be protected until/unless proven
guilty. A specific market abuse policy
exclusion should not be accepted.
`çåÑäáÅí=ÄÉíïÉÉå=ÑìåÇ=ã~å~ÖÉêë=L
áåîÉëíçêë=L=Åçãé~åáÉë Ó Refer to above
but must ensure that Insured v Insured
Exclusion does not knock out claims from
fund against fund managers (for example).

It has been some time coming but the insurance
industry is now much better equipped to provide
the coverage appropriate for the private sector.
Combined with the current ‘soft’ market
conditions, now is a good time to review the
terms and conditions of your partnership liability
and portfolio companies’ D&O policies.

Appreciating the particular management
and ownership structures within Private Equity,
Willis has addressed the respective needs of the
Fund Managers and their portfolio companies by
creating tailored wordings.

m~êíåÉêëÜáé=iá~Äáäáíó=Ó=cìåÇ
Willis has designed an exclusive product
addressing the key management liabilities which
arise from the operation of a private equity or
venture capital fund, including the initial
structuring of the fund to the last exit and
subsequent final distribution of the fund.

mçíÉåíá~ä=bñéçëìêÉë
Ó claims by Limited Partners (LPs) alleging

misleading offering documents or
mismanagement of the fund

Ó poor due diligence

Ó Corporate Governance issues in both
the PE/VC companies and their portfolio
companies

Ó insolvency of a portfolio company
Ó alleged negligence by the PE/VC

companies to the management team of
a portfolio company

Ó employment related issues in the
management of portfolio companies

Ó minority shareholders of portfolio
companies, especially at exit stage

Ó indemnification provisions in portfolio
companies

Ó exits from investments, especially
Professional Indemnity (PI) exposure
associated with advice on investment
banking issues

Ó internal crime/fraud
Ó administrative errors in distribution of

proceeds including “in-kind”
distribution.

Willis recommends a “blended policy” to fulfil
the needs of PE/VC funds, covering all aspects of
“management liability”. Advantages of this
approach include:

Ó avoidance of separation/coverage
disputes

Ó achieving cost effectiveness through the
purchasing of reduced overall capacity 

Ó avoiding disproportionate premium
allocation to the PI policy.

The Willis tailored policy provides cover which
goes beyond standard policy coverage typically
available in the market, including:

Ó blanket cover for all PE/VC
representatives on portfolio company
boards

Ó no restriction in terms of industry sector
Ó coverage for claims brought by the

portfolio company when acting wholly
independently of the PE/VC company

Ó no requirement for positive net worth
of portfolio company

Ó no “non-aggregation of limits” clause
Ó no “Financial Institutions” exclusion
Ó automatic inclusion of new funds below

a threshold of 150% of the value of the
last fund

Ó no exclusion for claims brought by the
company against the insured person/s.
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Along with the increase of transactions, the volume of deals reached an amount of USD 47bn which
reflects an increase of 30%. This trend is based mainly on the growing recognition of PE
achievements in this area and the growing compliance of company management of the use 
of existing PE capability and networking rather than simply maximising the income by IPO (initial 
public offering).
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M&A activity is influenced by manufacturing industry which represents nearly 20% of the total
number of transactions, followed by financial services representing 16%. The top 5 industry sectors
represent over 60% volume of total deals.
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fåëìê~åÅÉ=aìÉ=aáäáÖÉåÅÉ=EaaFW
Insurance DD is a crucial part of the M&A process and a new tool in CEEC. In most CEE countries it is
still an unknown but investors’ recognition of the potential value of such work is growing fast. There
is no legal requirement for insurance DD during the acquisition process and typically the biggest
drivers in exercises in DD insurance are the increase in financial market leverage and other business
practices which are typical of Western European countries.

DD Insurance is a part of preliminary investigations during the transaction process. Deep analysis
of the target company’s insurance and risk transfer arrangement enables investors to identify possible
uninsured areas and to quantify either the cost of securing insurance to fill the gaps or the scale of
the contingent liability that may exist from failure to insure these areas. Central to the scope of DD
insurance providers is the prediction of the total cost of insurance risk (premiums, taxes, self insurance
costs and professional fees) and their impact on profit and loss, cash flow and balance sheet of the
target company. This is in addition to providing advice on the utilisation of the insurance relevant
language within the sales and purchase agreement (SPA).

A key example of the implications of not exercising due diligence performance can be seen in a
Polish food investment where the company did not purchase any loss of revenue which was not
identified prior to the investment. Shortly after the acquisition the main production facility burnt
down and the business was not able to begin trading again for several months. The loss of revenue
was not covered by insurance which forced the business to fall almost 12 months from the
investment plan which had been put in place by a backing financial sponsor. Insurance DD would
have identified this lack of protection and recommended appropriate action.

Prior to or during deal negotiations it is also possible to structure risk transfer / insurance
products to only deal with breaking risks, such as warranty and indemnity, tax liability or
environmental which can be transferred to the insurance markets. The provision of long term security
of the insurance company underwriting such risks is taken into central account.

It is important that any insurance advisor retained has the international resources to bring the
best of the insurance market to resolve a situation. The insurance sector is increasingly international
with the total number of key insurers in the CEEC reaching a significant number of 160 companies.

Key Insurers in CEE
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aCl=Ó=mçêíÑçäáç=`çãé~åó
Due to the rather different ownership structure
of private equity owned companies, the level of
cover provided by a standard Directors’ and
Officers’ (D&O) insurance policy often does not
cater for the needs of the company’s
management and/or the appointed directors of
the private equity fund.

Willis’ portfolio wording has been designed
to fill the gaps normally found in traditional
policies and meet all parties’ requirements,
including the period post divestment. Key
coverage benefits include:

Ó Major Shareholder Claims cover Ó
i.e. no major shareholder exclusion

Ó Reinstatement of limit for all non-
executive directors or PE Fund
appointed directors

Ó Pre-agreed run-off premiums for
periods up to six years

Ó 12 month automatic cover for 
retired directors

Ó Coverage for Insured versus 
Insured claims

Ó Automatic cover to renewal for all ‘buy
and build’ acquisitions at no additional
premium (Excluding USA companies).

Demonstrating an understanding of the
exposures has enabled Willis to negotiate very
competitive pre-agreed premium rates and a
short proposal form with several insurers. This
has an even greater advantage for our clients in
the event of a sudden closing date, and speed
and efficiency is of prime concern.

We have taken Portfolio Company D&O
insurance one step further by taking a cross
portfolio approach. By leveraging the collective
buying power of a Fund’s entire portfolio, a
recent initiative, which included a portfolio of 10
companies, generated a premium saving of 42%
whilst maintaining the broader coverage
provided by Willis Portfolio Plus.

mêáî~íÉ=bèìáíó=aáêÉÅíçêëÛ=C=lÑÑáÅÉêëÛ=fåëìê~åÅÉ=ÅçåíáåìÉÇ

açìÖ~äÇ=bäãÉê
Dougald has a Degree in Finance, two years’
experience working in Insurance Broking and
over three years working as a Senior Analyst
with Deloitte in the areas of Financial
Modelling and Forensic Accounting.
Dougald's role is to support Josh Roach,
National Manager, Mergers & Acquisitions,
Australia & New Zealand, with the

development of the M&A Practice in Australia
& New Zealand and the delivery of due
diligence, transactional products and portfolio
services to both Private Equity and Corporate
Clients.

Tel: +61 2 9285 4001 
Email: elmerd@willis.com

j~êáìë=píçä~êëâá
Prior to joining Willis as Project Manager for
Mergers and Acquisitions, Central and Eastern
Europe in 2007, Marius spent four years
working for one of the largest European
financial service providers, executing entry into
the Polish market. Marius is highly experienced
in developing business within this region.

Having lived in both Poland and Germany
and worked in Central & Eastern Europe,
Marius is adaptable and sensitive to Western
and Eastern cultural differences. He attended
the Universities in Warsaw and Prague and
graduated with a Masters in International

New Joiner
Management having also studied Business
Administration in Cologne.

Marius is currently working for the Willis
Global Mergers & Acquisitions Practice and will
be on secondment for six months in Frankfurt
and London. During this time, Marius will be
preparing to take over the responsibility for
developing the International M&A practice in
the Central and Eastern European Countries.
Following his six-month secondment, Mario
will be based in Warsaw and will support the
rising Private Equity and corporate transaction
activity in the CEE region.

The knowledge of different insurance companies product offerings, as well as their ability to comply
with national differing statutory insurance requirements, can only be met by an adviser with a strong
network and excellent knowledge.

As worldwide insurance broker, Willis is represented in more over 100 countries. Willis
international M&A practice team has a headcount of more than 70 specialists, including dedicated
resources covering the CEE region. We aim to service current investors’ needs and to provide high-
quality services for future requirements, and we look forward to working with you as the CEE M&A
market continues to grow in scale and complexity.

Meet the Team 

5552_FINAL FOR PRINT.qxp  05/09/2007  12:24  Page 4



FIN/5552/08/07                    

Willis Limited, Registered number: 181116 England and Wales 
Registered address: Ten Trinity Square, London EC3P 3AX

Lloyd's Broker. Authorised and regulated by the Financial Services Authority.

Willis Mergers & Acquisitions Practice performed the
insurance due diligence on the

£440,000,000
acquisition of

by 

jj~~êêÅÅÜÜ==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed the
insurance due diligence for the 

Euro 863,000,000
acquisition of 91 ACCOR operated hotels in 

Germany and Netherlands 

by 
Moor Park Real Estate Partners, I L.P. Incorporated
Moor Park Real Estate Partners, II L.P. Incorporated

Advised by 
Moor Park Capital Partners LLP

ggììååÉÉ==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence and structured a transactional insurance

product on the

acquisition of 

by 

jj~~óó==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence and structured a transactional insurance

product on the

acquisition of

by 

German Equity Partners III
Managed by 

ggììååÉÉ==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed vendor
insurance due diligence on the

US$ 311,000,000
sale of

by 

ggììääóó==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by 

^̂ééêêááää==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed Insurance 
due diligence on the

US$110,000,000
acquisition of

Mars Restaurants Private Limited 
&

SkyGourmet Catering Private Limited

by 

India Hospitality Corp

ggììååÉÉ==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice structured a
transactional insurance product on the

acquisition of

mmêêççppááÉÉÄÄÉÉååpp~~ííKKNN==jjÉÉÇÇáá~~==^̂dd

by 

&

jj~~óó==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by 

ggììååÉÉ==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

EURO 565,000,000
acquisition of

LBC Group

by 

Challenger Infrastructure Fund

^̂ééêêááää==OOMMMMTT
This announcement appears as a matter of record only
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The Willis Index
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The Quarterly Newsletter of the International Mergers and Acquisitions Practice

táääáë=jC^=qÉ~ã=^ï~êÇ
kçãáå~íáçå

The Willis Mergers & Acquisitions Practice
has been nominated for the prestigious
Private Equity News Awards in the Risk
Adviser of the Year category. The annual
Awards for Excellence in Private Equity
Advisory Services will be held on 3
October in London. The event is the only
Awards ceremony in Europe exclusively
dedicated to celebrating the successes of
private equity advisory firms including
Investment Banks, Legal, Accountants,
Specialist Advisers and Operational
Services.

bÇáíáçå=O=OMMT
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Mark Rusas

One World Financial Centre

200 Liberty Street

New York 10281

Tel: +1 212 244 8888 
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Simon Cross
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Amsterdam 1013 AA

Tel: +31 20 531 2525
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Bart Smets
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1731 Zellik, Brussels

Tel: +32 2 481 1927
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Vivek Saharya 

111, Free Press House,
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Nariman Point,
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Nobuto Ota

Ohtemachi Tatemono Toranomon

Bldg. 10F

6-12 Toranomon 1-chome

Minato-ku, Tokyo 105-0001, Japan

Tel: +81 3 3500 2523
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Jason Wang

3502 The Lee Gardens

33 Hysan Avenue

Causeway Bay, Hong Kong

Tel: +852 2827 0111
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Construction M&A:
How to Avoid Post-Deal Indigestion

The global construction market is booming Ó
from housing, hotels and resorts to mega-
projects such as the recently-announced Red Sea
Crossing and the widening and deepening of
the Panama Canal. As design and construction
firms struggle to keep up, one response that is
becoming more common is a merger or
acquisition.

For most design and construction industry
executives, consummating a merger or executing
an acquisition is not an everyday occurrence and
is undertaken with much caution and
uncertainty. Anecdotal evidence indicates that
the majority of design and construction industry
deals fail to deliver the value that was projected
during the feasibility and due diligence
processes, and that many company executives
must tolerate a protracted period of post-deal
indigestion.

We strongly encourage clients involved in
merger and acquisition activity to adopt an
underwriting approach as they evaluate
potential target companies.

Professional services firms must also
contend with the issues surrounding the real
possibility of a claim being brought Ó after the
deal is complete Ó for the past acts, errors or
omissions of the merged or acquired firm. While
the mechanics of responding to such a claim can
be addressed through the deal structure (asset
versus stock acquisition, run-off and tail covers,
etc.).

An underwriting approach will help the
acquirer obtain a fully rounded understanding of
the risk management and loss prevention
culture within the target firm and quantify the
potential financial impact of an unforeseen
Professional Liability claim.

Willis Mergers & Acquisitions Practice performed the
insurance due diligence for the 

management buy-in of 

by 
Aberdeen Asset Managers Growth Capital 

and 
RBS Structured Finance, Aberdeen
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by
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Welcome to the latest edition of our M&A newsletter in
which we are covering a wide range of issues.

As the spotlight on the private equity industry
becomes ever brighter on both sides of the Atlantic we
have taken the opportunity to examine some of the
issues surrounding Directors & Officers Liability
insurance and how best to ensure that the coverage
available to you if you are a private equity professional
is as comprehensive and joined-up as possible. We have
noted how recent surveys have suggested that there is
a feeling that legal action against the private equity
community will increase and although we would not
necessarily endorse those results we do believe that it
is prudent to take the opportunity to ensure that the
best possible protections are in place, particularly at
this time of highly flexible insurance markets which can
result in broader insurance contracts.

The boom in M&A activity generally is also seeing
an increase in activity in the specialist M&A insurance
sector. There have been a number of high profile moves
in the transaction liability insurance market between
underwriters and brokers. Willis itself will shortly benefit
from a further high profile arrival in this area and there

is a significant increase in the level of interest from
potential new insurers to the Warranty & Indemnity and
Tax Liability fields. We welcome this interest as it will
help stimulate an even more innovative and competitive
market place. We will need to work collectively as an
industry, however, to ensure that any new entrants are
properly equipped to provide the quality of service and
product that has become the norm over the last 24 to
36 months.

We have also included an article recently published
in the Willis Construction Practice newsletter which
focuses on M&A issues in that sector as well as an
article commenting on the increasingly active Central &
Eastern European Region, an area where we have
recently invested in dedicated resources.

As we enter a new phase in terms of liquidity
constraints, I hope this newsletter is of interest and that
we will have the chance to support you in the near
future.

^äáëí~áê=iÉëíÉêI fåíÉêå~íáçå~ä=mê~ÅíáÅÉ=iÉ~ÇÉê
qÉäW HQQ=EMFOM=TVTR=OQVQ

Private Equity Directors’ & Officers’ Insurance
There has been plenty in the general press about the
world of Private Equity which has led some in the
private equity and insurance sectors to believe there
will be an increase in the number of legal claims.
Influenced by the regulators, it is predicted these
claims will emanate mainly from minority shareholders
and disgruntled employees.

Whether this evolves into reality remains to be
seen but it is a clear signal to those that manage
private equity funds to ensure their respective
Partnership Liability insurance programme and their
portfolio companies’ D&O insurance policies are in

place and are enhanced to reflect their management
and ownership structures. Since there will be directors of
the private equity funds also acting as directors of their
portfolio companies, it is important to ensure there are
no gaps between the two aforementioned policies.

aç
Ó Consider three-year projected estimates

of insurance premiums for the
combined entity and benchmark against
your peer group using accepted market
data

Ó Consider the financial impact and
collateral requirements of increasing
self-insured retentions and deductibles

Ó Closely review any “change of control”
clause implications of the target’s
insurance policies

Ó Review six to twelve years’ claims
experience to identify any claim trends
of concern Ó in terms of both frequency
and severity

Ó Determine the target’s losses from the
ground up and identify claims costs
incurred by the target within its self-
insured retention or deductible

Ó Confirm that asset valuations are
current to confirm the appropriateness
of sums insured to prevent under-
insurance

Ó Review and quantify any contingent
liabilities and consider methods to
minimize or insure against them

Companies of course do not turn to mergers
and acquisitions whenever their capacity is
stretched. Other responses include:

Ó Increasing investment in technology
and integration

Ó Establishing joint ventures and other
project-specific entities to compete for
and deliver projects

açåÛí
Ó Rely on the quantification of future

insurance or claim costs by non-
qualified consultants 

Ó Forget to review the financial
worthiness of the target’s past liability
insurers for those insurance lines which
are “loss occurring” and which may
have to be accessed post-deal in the
event of a loss or claim

Ó Assume access to your current
Professional Liability carrier’s program Ó
or its current terms and conditions Ó
post-deal

Ó Assume that there will be any return
premium post-deal

Ó Overlook uninsured risks

Ó Outsourcing to offshore locations that
have the resources to perform the work
and often at a cheaper rate.

These approaches come with their own risk
management issues, which will be the subject of
future commentary in this space.
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Gras Savoye (a Willis Partner) performed the insurance due
diligence for the

acquisition of

by 
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Gras Savoye (a Willis Partner) performed the insurance due
diligence for the

acquisition of
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

NZ$2,161,300,000

acquisition of

by 
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This announcement appears as a matter of record only
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Willis Mergers & Acquisitions Practice performed the
insurance due diligence on the

£440,000,000
acquisition of

by 

jj~~êêÅÅÜÜ==OOMMMMTT
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed the
insurance due diligence for the 

Euro 863,000,000
acquisition of 91 ACCOR operated hotels in 

Germany and Netherlands 

by 
Moor Park Real Estate Partners, I L.P. Incorporated
Moor Park Real Estate Partners, II L.P. Incorporated

Advised by 
Moor Park Capital Partners LLP
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Willis Mergers & Acquisitions Practice performed insurance
due diligence and structured a transactional insurance

product on the

acquisition of 

by 
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Willis Mergers & Acquisitions Practice performed insurance
due diligence and structured a transactional insurance

product on the

acquisition of

by 

German Equity Partners III
Managed by 
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Willis Mergers & Acquisitions Practice performed vendor
insurance due diligence on the

US$ 311,000,000
sale of

by 
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by 
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Willis Mergers & Acquisitions Practice performed Insurance 
due diligence on the

US$110,000,000
acquisition of

Mars Restaurants Private Limited 
&

SkyGourmet Catering Private Limited

by 

India Hospitality Corp
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Willis Mergers & Acquisitions Practice structured a
transactional insurance product on the

acquisition of
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

EURO 565,000,000
acquisition of

LBC Group

by 

Challenger Infrastructure Fund
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The Willis Mergers & Acquisitions Practice
has been nominated for the prestigious
Private Equity News Awards in the Risk
Adviser of the Year category. The annual
Awards for Excellence in Private Equity
Advisory Services will be held on 3
October in London. The event is the only
Awards ceremony in Europe exclusively
dedicated to celebrating the successes of
private equity advisory firms including
Investment Banks, Legal, Accountants,
Specialist Advisers and Operational
Services.
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Construction M&A:
How to Avoid Post-Deal Indigestion

The global construction market is booming Ó
from housing, hotels and resorts to mega-
projects such as the recently-announced Red Sea
Crossing and the widening and deepening of
the Panama Canal. As design and construction
firms struggle to keep up, one response that is
becoming more common is a merger or
acquisition.

For most design and construction industry
executives, consummating a merger or executing
an acquisition is not an everyday occurrence and
is undertaken with much caution and
uncertainty. Anecdotal evidence indicates that
the majority of design and construction industry
deals fail to deliver the value that was projected
during the feasibility and due diligence
processes, and that many company executives
must tolerate a protracted period of post-deal
indigestion.

We strongly encourage clients involved in
merger and acquisition activity to adopt an
underwriting approach as they evaluate
potential target companies.

Professional services firms must also
contend with the issues surrounding the real
possibility of a claim being brought Ó after the
deal is complete Ó for the past acts, errors or
omissions of the merged or acquired firm. While
the mechanics of responding to such a claim can
be addressed through the deal structure (asset
versus stock acquisition, run-off and tail covers,
etc.).

An underwriting approach will help the
acquirer obtain a fully rounded understanding of
the risk management and loss prevention
culture within the target firm and quantify the
potential financial impact of an unforeseen
Professional Liability claim.

Willis Mergers & Acquisitions Practice performed the
insurance due diligence for the 

management buy-in of 

by 
Aberdeen Asset Managers Growth Capital 

and 
RBS Structured Finance, Aberdeen
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by
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Welcome to the latest edition of our M&A newsletter in
which we are covering a wide range of issues.

As the spotlight on the private equity industry
becomes ever brighter on both sides of the Atlantic we
have taken the opportunity to examine some of the
issues surrounding Directors & Officers Liability
insurance and how best to ensure that the coverage
available to you if you are a private equity professional
is as comprehensive and joined-up as possible. We have
noted how recent surveys have suggested that there is
a feeling that legal action against the private equity
community will increase and although we would not
necessarily endorse those results we do believe that it
is prudent to take the opportunity to ensure that the
best possible protections are in place, particularly at
this time of highly flexible insurance markets which can
result in broader insurance contracts.

The boom in M&A activity generally is also seeing
an increase in activity in the specialist M&A insurance
sector. There have been a number of high profile moves
in the transaction liability insurance market between
underwriters and brokers. Willis itself will shortly benefit
from a further high profile arrival in this area and there

is a significant increase in the level of interest from
potential new insurers to the Warranty & Indemnity and
Tax Liability fields. We welcome this interest as it will
help stimulate an even more innovative and competitive
market place. We will need to work collectively as an
industry, however, to ensure that any new entrants are
properly equipped to provide the quality of service and
product that has become the norm over the last 24 to
36 months.

We have also included an article recently published
in the Willis Construction Practice newsletter which
focuses on M&A issues in that sector as well as an
article commenting on the increasingly active Central &
Eastern European Region, an area where we have
recently invested in dedicated resources.

As we enter a new phase in terms of liquidity
constraints, I hope this newsletter is of interest and that
we will have the chance to support you in the near
future.

^äáëí~áê=iÉëíÉêI fåíÉêå~íáçå~ä=mê~ÅíáÅÉ=iÉ~ÇÉê
qÉäW HQQ=EMFOM=TVTR=OQVQ

Private Equity Directors’ & Officers’ Insurance
There has been plenty in the general press about the
world of Private Equity which has led some in the
private equity and insurance sectors to believe there
will be an increase in the number of legal claims.
Influenced by the regulators, it is predicted these
claims will emanate mainly from minority shareholders
and disgruntled employees.

Whether this evolves into reality remains to be
seen but it is a clear signal to those that manage
private equity funds to ensure their respective
Partnership Liability insurance programme and their
portfolio companies’ D&O insurance policies are in

place and are enhanced to reflect their management
and ownership structures. Since there will be directors of
the private equity funds also acting as directors of their
portfolio companies, it is important to ensure there are
no gaps between the two aforementioned policies.

aç
Ó Consider three-year projected estimates

of insurance premiums for the
combined entity and benchmark against
your peer group using accepted market
data

Ó Consider the financial impact and
collateral requirements of increasing
self-insured retentions and deductibles

Ó Closely review any “change of control”
clause implications of the target’s
insurance policies

Ó Review six to twelve years’ claims
experience to identify any claim trends
of concern Ó in terms of both frequency
and severity

Ó Determine the target’s losses from the
ground up and identify claims costs
incurred by the target within its self-
insured retention or deductible

Ó Confirm that asset valuations are
current to confirm the appropriateness
of sums insured to prevent under-
insurance

Ó Review and quantify any contingent
liabilities and consider methods to
minimize or insure against them

Companies of course do not turn to mergers
and acquisitions whenever their capacity is
stretched. Other responses include:

Ó Increasing investment in technology
and integration

Ó Establishing joint ventures and other
project-specific entities to compete for
and deliver projects

açåÛí
Ó Rely on the quantification of future

insurance or claim costs by non-
qualified consultants 

Ó Forget to review the financial
worthiness of the target’s past liability
insurers for those insurance lines which
are “loss occurring” and which may
have to be accessed post-deal in the
event of a loss or claim

Ó Assume access to your current
Professional Liability carrier’s program Ó
or its current terms and conditions Ó
post-deal

Ó Assume that there will be any return
premium post-deal

Ó Overlook uninsured risks

Ó Outsourcing to offshore locations that
have the resources to perform the work
and often at a cheaper rate.

These approaches come with their own risk
management issues, which will be the subject of
future commentary in this space.
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Gras Savoye (a Willis Partner) performed the insurance due
diligence for the

acquisition of

by 
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Gras Savoye (a Willis Partner) performed the insurance due
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acquisition of
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Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

NZ$2,161,300,000

acquisition of

by 
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