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In early 2005 the Danish management team of the waorld's largest cleaning sewvices company, IS5, was considering a
leveraged buyout of their company. For several months they had waorked closely with a Swedish private equity firm, Permira,
on analyzing the possibilities. At last they had come up with some numbers to show the banks and potential equity
investors. The idea was that the equity partners would form a new company, PurusCo, to buy IS5,

The new company would issue debt secured by the shares of ISS. Once PurusCo had accumulated a controlling stake in
IS5, the two companies would be merged and |35 would be delisted. The proposed purchase price was €3.1 billion. In
addition the new company would assume €500 million of the existing 4.5%, 10-year bonds issued by 1S5 the previous year.
Fees were expected to run at 2% of the purchase price. Expected restructuring costs were estimated at €40 million up
front. After these investments, capital expenditures were expected to continue at a rate of about 3% of sales.

IS5 expected to have EBIT of €330 million in the first year after purchase. This was predicted to grow at 10% for the first &
years and 3% thereafter. Depreciation expenses amounted to sorme 32 million in 2004, The company's effective corporate
tax rate was 31%.

The challenge was financing the buyout. Recent LEOs had been financed at a level of BxEBITDA. For 1SS, discussions with
banks suggested that for this kind of business it might be difficult to syndicate an acquisition loan unless EBIT interest
coverage was at least 1.8, At this level, the cost of funds would be guite high, but the prospective owners hoped to be able
to repay the loans within 4-5 years. Ideally the equity partners would have liked to fund as much as possible with debt, but
they knew that the more |53 borrowed, the more expensive would be the average cost of debt funding. The table below gives
a rough indication of the tradeoff between the EBIT/interest cost ratio, and the spread over government bonds that the
cormpany would face. At the time, the German government bond rate was 3.1%.

The company's managers, who would continue to run the company, have managed to raise €15 million among themselves
toinvest in PurusCa. The remaining equity must be raised by the private equity firm, whose investors generally look far a




How ISS Was Financed

Senior Facilities (Committed)

Letter of Credit Revolving Credit Acquisition
Senior Term A Senior Term B Facility Facility Facility A
Facility Size DKK DKK DKK DKK DKEK
2,000,000,000 3,675,000,000 500,000,000 1,750,000,000 1,750,000,000
Drawn Amount  DKK DKK LiC Facility - DKEK
2,000,000,000 3,300,000,000 G04,000,000

Commitment
Drawdown
Maturity
Repayment

Prepayment
Penalties

Initial Margin
Benchmark

Margin Ratchet

Committed
SEK, MOK, CHF
7 years
Amaortizing

MNone

2.25%
Interbank Offer
Fate
Applicable

Committed

EUR and GBF
8.5 years

Two Bullets, equal
installments at 8
and 8.5 years

Mone

2.75%
Interbank COffar
Fate

Applicable

issusd approx.
EUR 57,270,000
Committed

Multi Currency

7 years
Revolving

Mone

2.25%
Interbank Offer
Rate

Applicable

Committed
Multi Currency
7 years
Revaolving

MNone

2.25%
Interbank Offer
Rate
Applicable

Committed
rulti Currency
7 years
Amortizing/
Revolving

Mone

2.25%
Interbank Offer
Fate
Applicable




How ISS Was Financed

Temporary Financing

Subordinated Bridge Facility PIK Bridge Facility
Amount DKK 8,567,000,000 DKK 925,000,000
Maturity until conversion 364 days 364 days
Maturity after conversion 9 vears 10 years
Initial Libor Margin 7.25% 11.00%
Step-up 8.50% from November 1 to 25bpsfgtr capped at 12.00%

Movember 10, 2005; 9.00% from

November 11 to February 10, 2006,

and 9.50% thereafter
Fost Conversion Libor Tranche A 5.50% Cash + 6.00% 11.00% + warrants, to achigve an
Margin PIK IRR of 14.5% over cost of funds

Tranche B 4.00% + 4.00% PIK +

warrants, to achieve an IRR of

11.50% over cost funds

It is expected that the Subordinated Bridge Facility and PIK Bridge Facility
will be refinanced prior to maturity, potentially through the issuance of debt
securities by ISS Holding and/or the issuance of payment-in-kind notes by
ISS Equity A/S, 1SS Holding's parent company.



ISS Refinancing

Issued bonds

FS Funding &/S has issued two types of High ¥ield Motes:

Pricing date:
Issuer:

Issue Amount:
Maturity Date:
Coupon:

Listng:

ISIM:

Reuters:

Joint Bookrunners:

2 May 2006
FS Funding AfS
EUR 454 million

15 May 2016
2.275% (semi ann.)

Lusembourg

HE0253471964 (1444)
¥50253470644 (RESS)

CEOZ5347T064=

Citibank % Soldman Sachs
International

2 May 2006
FS Funding AfS

EUR 250 million

15 May 2016

Euribar + 6,625% [quart.)

Lusxermbaurg

WS0253476500 (1444)
WS0253472772 (REGE)

DEOZ534T277=

Citibank % Goldman Sachs
International

Standard & Poor's assigned a single B zenior unsecured debt rating to the bonds,

Source: issworld.com




|ISS Actual Financin

Sources O KK millj. S EEEIITD Al Uses JEK millj. % : EBITD A'i
Cash Equity- EQT 4 2312 13%:, 1.3 Shares Purchases 21 886 0 GG 5.7
Zash Equity- Soldm an Sachs 24619 10%: 1.1 warrents and options pi 2160 1%5 01:
Taila! Equity rERL0 239! 2.3 Feesand Expenses g7yz.0 5% (e
Terky Loan A 20240 6% 0.6 Zash ower funding 2860 1% 0.1
Terky Loan B JE7A0 4%, 1.1 EMTHM 100740 304%! :
Acquistion Faciliby (Drawnr) EOE 225, 0,2
drawn Rewvoier 1.3980 g3 Q.4 ! :
Tatal SeniorDebt 7I000  23%! 2.3 :
EMTH 10.074.0 30%: a4 :
Subeordinated Bridge 66790 20%:; 2,0 ;
F K Bridge Facility QE7.0 ch 0.z :
Total Debt 25.420,0 77 %! 77 : :
Total sources 331130 10059 10,4 Total uses 33 3140 101% ! 107
Undrawm Facilty : Undrawn Facility : :
Rewvalwing Credit Facility 22600 T-"}E.i 0.7 R ewvalving Credit 22600 7% III.?E
Acquisition Facility 1.750,0 :
Total U ndrawn Faciliby 0%: 00 == KHeadroom 0,0 0% : o0:
Total funds 221120 100%: 10,08 == Total debt faciity 33 3140 101%: 10,44 :
Totzl Depkt Foreo 23 .3% == Oftotalfunds 7000 S0,0%

Total Equiby FERZ0 23.2% =R OFftotal funds 75920 S50,0%
f..l'u.l'_l.r.l'_?MEG'G'E E8ITDA 32850




