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Presentation Outline

« Background of Ripplewood Holdings

* Why & How Automotive Supply?

* Why Japan?

 How Japan? Niles: A Japanese Example



Private Equity, Leverage Buy Out Firm
Founded in 1995

$4 Billion Investment Thru Four Funds
$20 Billion ‘Plus” Value of Companies
Geographic Focus: USA, Japan, Europe
Largest Private Equity Fund In Japan
Industrial Partnership Investing Process



Representative US investments
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Investment considerations in industry selection

Scale

L arge enough to enable the deployment of significant equity, with sufficient
potential follow-on acquisition targets.

Earnings growth

A positive long-term outlook for growth in earnings versus the larger economy.

Secular change

Industry trends in process or pending that will increase the economic value of
industry participants (e.g., consolidation, changes in regulations, etc.).

Economics High rates of return on invested capital, barriers to entry or other structural
limits that reduce competition.

Valuation Reasonable valuations relative to underlying cash flow generation potential.

Time horizon Expectation that there will be an extended period of time over which above

average investment returns will be earned.




Global Automotive Strategy

Why Automotive?



Rapid Globalization and Expansion
Growing Excess Capacity in N. America
Extreme Competition: Products, Prices

China: Sourcing, Material Shortages, etc.



Ripplewood’s Global Automotive Strategy

1. Globalization: Build Global Supplier Capability

2. Systems: Assemble Businesses that Design & Build
Systems

3. Outsourcing: Capitalize on OEM and Tier 1
Outsourcing

4. Consolidation: Consolidate Suppliers to Increase
Capability, Lower Cost

5. Operational Improvements: Design, Quality,
Productivity, Technology and Business Processes.

6. China: Expand into or Acquire in China

Invest in Select Suppliers & Capitalize on Industry Trends



Ripplewood’s Global Automotive Strategy

— Total size of Automotive Component Sector estimated @ $500B
— Average car contains 16 sub systems, totaling $12,000 of value



Ripplewood’s Global Automotive Strategy

Focus on switches, sensors, actuators and related systems

—The dollar amount of electronics per car is expanding
—Margins may be better due to value-added technology
—Consolidation of the electronic segment can add value

—Switches & sensors used across 60-70% of 16 systems
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Global Automotive Strategy

Mid Cap Companies Are The Best Way To Capitalize On Industry Trends
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Ripplewood’s Global Automotive Strategy

*Acquire Companies in Our “Sweet Spot” and Create Value Through
*Ops. Improvements, Organic Growth, Acquisitions, Share Best Practices

Suppliers, Customers
Advanced Technologies

T

“PLATFORM"
COMPANY

!

Global Acquisitions & |R— Share Best Japanese

Practices

Sales and Marketing
Business Processes

Procurement Procedures
Financial Management
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Global Automotive Strategy

Why Japan?



» Created By The Collapse of the Bubble Economy

e Exposed Many Smaller Auto Suppliers With:*
— High Debt & Weak Balance Sheets
— Poor Procurement Practices
— Costly Business Practices
— Poor Profitability
— Weaknesses in Sales & Marketing

 Resulted in Low Valuations
e Unable to Fund Growth and Globalization*

e But.....Possessed Many Traditional Japanese Strengths

* Excludes the very best Japanese automotive suppliers
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e Traditional Japanese Auto Industry
Strengths:

— Qutstanding Product Development and
Design

— Best In Class Manufacturing Performance

— Superior In-use Product Performance

15



Acquisition Strategy
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Acquisition Strategy

» Capital

e Improved
Performance

Japanese Platform Co.
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Acquisition Strategy

. Capital Ripplewood Holdings

e Improved

e Business
Performance

e Improved
Performance

Japanese Platform Co. Subsequent Acquisitions
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e Customers o
* Products ‘

* Product Development 18

* Manufacturing Expertise



Representative Japanese Investments
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Global Automotive Strategy

How Japan?
Niles: A Japanese Example
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Niles

NILES CO., LTD.



*Niles was founded in 1949 as a family owned supplier of
automotive components. Niles manufactures switches,
sensors, and actuators with ¥50 billion in sales.

Ripplewood acquired Niles April 1, 2001.
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Exited from the Family Controlled Business
Appointed New Chairman, CEO, CFO, Pres. USA
Eliminated Non-Core Div's. & Unprofitable Products
Installed Cost Control and Reporting Systems
Formed CFTs to Implement Changes

Revised Procurement Practices

Closed 2 of 5 Facilities in Japan; 1 in N. America
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|nvestment for Future Growth — Strengthening R& D Activity

Value of the product

High

Low

42 Volt

Active Safety
Vehicle

e N

Surround
Monitoring sys.

Night Vision

> 4

Steer
by Wire

h—

[ IR Image Sensor

Act. Control Tech.
Switching Tech.

Steering Lock

\ AFS == — Acce{:lrieraéor by
=

CCD Camera

Absolute Steering
Angle Sensor
Brake
Pedal Unit

Brake
by Wire
-
Accelerator
Pedal Unit
N
/ Inhibitor Switch

Shift by
Wire
(non-contact type)

/ b Information

Technology
\

Low i . High
Integration of functions

Current Products

- Full Functionality Modules :] Development by Niles

:] Development through Alliance

24



—Switches, Sensors, Actuators, Mechatronics
—Develop Modules and Systems Capabilities

—Develop New Products Using Niles’s Sensor
Technology

—Opened European Sales, Marketing &
Engineering Office, Expanding in Thailand & US,
JV in China

—Acquire R&D, Production, and Sales facllities: MicroCraft



Ripplewood’s Global Automotive Strategy

VERTICAL
Suppliers, Customers

Advanced Technologies

T
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Global Acquisitions & |R— NILES BB Global Acquisitions &
JVs JVs

OPERATION
IMPROVEMENTS
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Global Automotive Strategy

Richard M. Donnelly
Industrial Partner
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