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ELIS: Private Equity (1) “

PE funds are built around these two objectives: Return 15-20% + over a period of 3-5 years

Structure of PE sponsors & funds
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ELI5S: Private Equity (1)

Post-acquisition, PE funds have to unlock value

Venture Capital Growth Equity LBO/Distressed

Early stage Growth stage Late/Mature

Classic PE Fund Playbook:
1. Buy company

2. Increase sales

3. Reduce costs

4. Align management

5

6

/ /1

GROUP INC.

A public APE mi mic
specializes in aircraft
parts manufacturers

(Load up debt &) pay themselves
Sell company
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Company Overview “

Company Overview

A TransDigm Group is an aircraft manufacturer and supplier, focused
on the manufacturing, design, and sale of proprietary aircraft

components and systems for commercial and military aircraft
A The company is the industry leader in this industry, and in 2018
generated over $3.8 Billion dollars in Net Revenue from operations

A The company was founded in 1993, and has acquired 57+ GROUP INC.
businesses, with over 40 of them being since their IPO in 2006

A The companyds OE MirbusyBaeiagner s ar e .
Lockheed Martin, Textron, Bombardier

A For t he c o mmpaketprodsictsahkytsellito the
worlds largest 20 airlines, encompassing>50 % of RPMO6Ss

FY 2018 Pro Forma Revenues
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Company Overview

Commercial Aviation - Original Equipment Manufacturing
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A The main consumers for this segment are % g ’ . w
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A A large portion
net revenues are attributable to their

large airline manufacturers like Boeing
A TransDigm focuses on manufacturing 2 ;
PR o
proprietary niche parts at a cheap price @ ﬂ 1 m
A TransDigm would acquire other
companiesto createafi | oc a l mo r@ &o@ v@/ FE@
on the unique part to give pricing power

A The margins on these sales are lower - 1\ N s, ;l

than on after-market sales

A The company generated a total of $1.72 é @ ﬁ & &~ @ ‘ ‘4"'" y/

Billion dollars from this division in 2018
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Company Overview

After-Market Product Portfolio

A The companyés parts are designed for original
having over $2.09 Billion sales attributable to their after-market presence
A TransDigm generates a sizable portion of their Net Sales Revenues from its
exposure to after-market products, accounting for over 55% of Annual Revenues
A These after-market sales yield a significantly higher EBITDA, accounting for over
75% of the company reported 2018 EBITDA
A The company makes most of these after-market sales on small <$2 million parts,
which represent over 90% of the company's total after market T50%
Worldwide
. RP M6 s
Total 2017 Commercial Aftermarket
Worldwide Revenue by Annual Sales
2018 Annual Sales < $2 Million > $2 Million 2018 EBITDA
90% 10%
OEM After-Market OEM After-Market
45% 55% ~25% ~75%
$1.72 Billion $2.09 Billion
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Delta Airlines

United Continental
Emirates Airlines

Air France/KLM

China Southern Airlines
Southwest Airlines
British Airways/Iberia
Air China

China Eastern Airlines
Lufthansa

Ryanair

Qatar Airways

Turkish Airlines

Qantas

LATAM Air

Cathay Pacific

Air Canada

Singapore Airlines
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Industry Overview

Increasing Demand of OEM in Commercial Transport

A When looking at OEM deliveries to commercial transport companies, we can RHE e tehch RGO

see a strong 15+ year growth, showing an increasing demand for OEM parts 2017 Run Rate 2022 Run Rate
A This overall has provided manufacturers like TransDigm positive industrial H!$?$rer m
tailwinds, as the increasing complexity increases the likelihood of part failure - Platform
A Also, looking forward in 2022, new Boeing and Airbus Aircrafts provide the A350 A350
OEM design and manufacturing industry a predictable and high growth rate B737 NG/Max B737 Max
B320 CEO/NEO A320 NEO
Commercial Transport - Total Deliveries A787 B787
(1964-2018) B777 B777X
A330/340 C-Series/CRJ
2000 A380 A330/340
80%+ — ¢-Series/CRJ Asgo [~ 80%*
1500 B747-8 B767
B767 Embraer E-2
1000 ATR 42/72 ATR 42/72
Embraer 170/190 B747-8
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Industry Overview

Positive Airline Industry Tailwinds

A There are several positive tailwinds providing the overall aviation industry higher than originally expected growth over the past few years,
which has provided stronger overall demand for newer and more modern aircrafts, thus increasing demand for OEM manufacturing

A Two key indicators and drivers of the airline industry are Revenue Passenger Mile (RBM) and overall airline traffic growth

A Both indicators have been positive over recent years, and analysts expect these tailwinds to hold steady looking forwards

Worldwide RPM Growth Steady Traffic Growth

A Arevenue passenger mile (RPM) is a transportation A When looking at the airline industry, it makes sense to
industry metric that shows the number of miles traveled look at the total Airline Traffic / Trips annually
by paying passengers A Inthe US alone there has been strong growth over the
A Over the Past ~30 Years, CAGR of 5.5% past 5 years, and passenger traffic has maintained

steady over the past 10-15 years
Worldwide RPM

6,000 US Passenger Count per Year
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OEM

sal es: a $1.7b Arazor bl a

Almost all proprietary components designed & manufactured by one of Tr a n s D buginassess
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TR A NSDIGM ~2% of total (1-2 million)

GROUP INC. parts in aircraft
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TransDigm as sole-source manufacturer in many unique parts

Sole Source procurement

BIAEROSONIC @

Aerosonic LLC located in Clearwater, Florida is dedicated to the design
and manufacture of highly engineered air data sensors for military and
commercial aerospace applications. Aersonic has tremendous experience
with air data products and has been producing them for over 85 years.

Business Group Profile

Marathon Qﬁbﬂ 9 ob

ACTOSpaces

MarathonNorco Aerospace Inc. has successfully served commercial and
military aviation markets with reliable, cost-effective electrical power and
mechanical structure products for more than 70 years. MarathonNorco
Aerospace designs and manufactures Nickel-cadmium batteries and
chargers, engine nacelle hold-open rods and a range of mechanical
couplings and connectors.
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Proprietary,

10%

Non-
proprietary,
90%

Items are unique
and can be filled
only by one of

TransDigm

groups

D S

Proprietary Purchase

Non-sole
source, 20%

Sole source,
80%

TransDigm has the
exclusive rights to
manufacture and
sell these parts
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Aftermarket sales: expanding margins

Ever play with a LEGO set?

What should | do if | lost several pieces of a LEGO set?
¢/, Answer ) Follow -6 32 Request O < [0 ¥ &£ o

_________________________________________________________

Except all aircraft parts experience wear and tear, and are
Infrequently manufactured
Usually out of stock !
Volume is low
Mission critical !
Pre parts cost is also low

o T o T Do
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Aftermarket sales: $2.1b of low volume, high margin spare parts

Powerful aftermarket pricing power makes up for low volume

TRANSD

GROUP INC

2018 EBITDA-as-defined Margins

OEM
Profitability % ~2504

After-Market
~75%

AmSafe Passenger Restraints

Large OEM volumes: Seatbelt airbag system
is standard equipment on over 85 percent of
the worl dés gen. aviatio

OE Production

Aftermarket seat belt volumes are less than
1% of OEM volumes. But priced 5-6x of
original.

30 35 40 a5
Adrframe Program Life Cycle (Years)
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