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Investment rationale and strategy

In PA, Cinven identified an opportunity

to invest in a highly cash-generative

business model in a market with strong
structural growth through the acquisition

of a market-leading company with a

strong management team and

differentiated intellectual property.

PA benefits from:

— intellectual property and unrivalled
actuarial and underwriting expertise.
Unlike its competitors, PA owns the
actuarial data that enables it to price
its products correctly, which in turn
helps PA to negotiate more attractive
re-insurance rates;

— attractive market dynamics with
strong structural growth driven by
the migration away from defined
benefit pension schemes to defined
contribution schemes, demographics
and retirement trends;

— market leadership, where PA is
the clear market-leader in specialist
impaired and LTC markets, both of
which have high barriers to entry; and

— a strong, well respected
management team.

Cinven'’s investment strategy is focused
on growing PA’s core business by
ensuring that it is competitively
positioned to fully exploit the significant
market opportunity. Specifically, as the
UK market moves from a standard
pricing model to individual risk-based
pricing, Cinven is focused on ensuring

that PA remains the leading impaired

and enhanced annuity provider by:

— making use of the unique intellectual
property in the business through
the introduction of new products;

— developing distribution channels
to increase market share;

— expanding the executive
management team to increase
the company's ability to support
the rapid growth;

— increasing awareness and
penetration of the LTC product
into the care market; and

— strengthening the capital position
of PA to improve its credibility
with counterparties.

Cinven value creation

During the period of Cinven’s

ownership, the company has made

strong progress in a number of areas:

— securing exclusive, long-term
contracts with leading distribution
partners;

— investing in the company’s systems
to help it manage rapid growth; and

— growing both the senior and junior
teams, particularly in the actuarial
function.

The management team continues
to make progress in each of the key
areas that were identified before
the acquisition, as well as on newer
initiatives, such as an equity release
product.





