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LONG-TERM GROWTH - ACQUISITION STRATEGY

High value-add solutions bring a sustainable competitive
advantage:

e Leverage product lines brought in through acquisitions to gain
organic share

e Form strong customer relationships ...
e Further differentiate us from our competitors

e Promote cross-selling ...
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Functional DD Checklist Examples

3

Market Fit

Products

+ Does the target’s product offering compliment cur current product offering

Customers
» [Does the tan
customer ba:

Geographic
+ Doesthe tan
geographic

Value Propositic
s the farget:
market

Operational Fit

Processes

« Doesthe target's processes align close enough to our required processes to ensure
minimal disrupbion to the business after integration

Planning
o Doesti
disrupt

Reportin
. Are?nd
operat:

Managemet
« Wil the
structy

Cultural Fit

Personalities
= In aggregate will the personalities in the business mesh well with the rest of our
business

Business Focus
« Does the overall business focus mesh well with our focus

Core Values
« Does the target's core values align with our core values or at a minimum do they not
canfradict each clher
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Finance and Accounting

Finance

Review customer and vendor concentration
Review of fin al model and valu; n used for purchase price®
Assist in determinine commercial viability with trend and ratio analusis*®

Engage o . e
" Legal and Compliance Due Diligence

Accounting

Investiga
audited f

Tie out p

Reasonal *  Commercial Contracts Review
Inventor) Focus on key contractual provisions, including warranties and indemnities

Review A No Conseq

wiew o

wews  Fropev/le Epyironmental Due Diligence

* Target Comy

view a N N
‘counts *  LienfcClaim *
* Insurance P
Types of Cc
*  Loan/Debt | '
. i 4 O and internal due-diigence questionnaire
* Consents Re - Site tour to photograg
. Internation: . Key questions and topics
w1 1 F . General facility infio
AR J_K 2 s/historical records review
Impaort/Exp . N
Review of . W
ndd Storage Tanks
a7
o How

. Report
- Phase | Report to document cond
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Integration Plan Day One — Year One

Operations Last Meeting:
A Req d b 0 0 A 0 0 D 00 101D 0
DNO 20 0 0 D Req
O d
Begin using DNOW T's & C's. X High [Not Initiated Yet X
Tnitiate an Property, Facilities, & Insurance Last Meeting:
for feedbad M e Req ed b b 0 0 e Close 0 ose 01 Da
DNO 00 omplete proce 0 D D 00
imanagem orporate ed Ye Req
Implemen{Collect & return to Risk Mgmt all insurance policies related to X Financial High Not Initiated Yet X
Quality, Tdproperties, leases, address of physical locations, employee schedule assessment
that shq :
ey i e Comp & Ben Last Meeting:

consolidate

Key Activities Required by  Subfunction Priority Status Pre Close Activity / Post Close / Day 100 101 Days - 1 Year
DNOW Category  (H/M/L/NA) (Complete/Inprocess/ Day 1 Requirement Plan Phase
Corporate Not Imitated Yet)

sales ordetf, - .
be immedia

be set to ex]

busi 1 h{%eﬁ s H Assess whether it is necessaty to normalize Compensation Not Initiated Yet
business cqRs )%; G . X
Achieve 1|Obtain (fror employees' salaries due to a benefits change. & Benefits
synergies. [Occupancy [Ensure continuity and/or renewal of existing X Compensation Not Initiated Yet X
location. benefit plans and contract terms & Benefits
Inventory health and welfare plans offered to X Compensation Not Initiated Yet X
employees and retirees & Benefits
Pl Loy Understand financial and legal obligations of X Compensation Not Initiated Yet X
of deeds (w . i
) health, pension and welfare plans & Benefits
which lease: - - — - —
Develop strategy to rationalize and optimize X Compensation Not Initiated Yet X
. . |benefit policies, plans and terms & Benefits
locations wi P » P
Standardize benefit policies, plans and terms X Compensation Not Initiated Yet X
across company & Benefits
Design harmonized compensation structure, X Compensation Not Initiated Yet X
performance incentives and recognition & Benefits
programs
Harmonize salaty, compensation and benefits X Compensation Not Initiated Yet X
structures and plans & Benefits
Define new employee salary bands (based on Compensation Not Initiated Yet X
the new org charts, titles and roles & & Benefits
responsibilities)
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Post Close Review

Activity Tracker-Summary

Integration Update

‘Operational Area Hequired by|  Total Acuvites To Process Compieted
et IT&Is:
Corporate  New network lines and computers were installed week of 12-8-14
Sales & Marketing & cvsteme e
> 5P basic

peetienie - Einancial Review e

Suppliers

prepay Facitin 81 sox: Market Share Gain Focus
Legal & Compliance > DNOW pa
W et am am ueams
Tax &Tre:
Revenue
> Noreau
amss
=3 All Pre ch Control valves has been CVC’s door opener:
Expensas
& > Working with legacy DNOW employees o they ean and their i and
oP%. o mn P s .- actuation.
» Communicating \
Lessons Learned 0 Sm—
. actuation and fie .
T S TeEe Employee Retention
— » Train the CVC e
5 > Add field servi
D 2014 COPYRIGHT DISTRIBUTION® omis e
s H
orc ++ Allowing the former owners to make a private announcement L7 year
. . . > ‘Diane retired on 1-31-15.
g (ConS'de”ng the size of the target) - Marc has not shown any seflers remorse to this point. Very driven, technical individual, engineering level. Wants to grow
Total Exp. o i with DNOW and expand in other geographic areas.
— ++ Timing of DNOW branch notification > DrewHyatt: with -
Z - Zane Covey: Inside sales, degreed mechanical engineer. Graduated in 2014,
— o 1 ++ Dinner w/DNOW-Target key players b Toasiscomvey: shop sy )
- Need a more effective internal M&A announcement process 1 »  3aduationand control valve technicians,
2014 COPYRIGHT DISTRBUTY
7 w— DNOW T&Cs > Hired a Administrative assistant to replace Diane
R [ T — Benefits/Comp adjustments-more t]mely > Recently added a Technical inside sales person ta replace Drew on the inside sa he can get in front of customers.
- Misc list of minor hassles, item codes, content support,... Future employees:
td Actuation and control valve field service technicians.
———- Corporate sponsor of the Target Workbook S oot
———- Request from Bobby Dear-ask Houston to develop a list of things that need to
be done (in order based on priority) so the new branch doesn’t get multiple requests
from various groups.
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