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YTD and forecast deal activity
Volume, values, frequency, complexity

Integration is still rated as the
highest risk deal-phase
Responsible for the majority of value erosion

Deal failures and
underperformance remain at
unacceptable levels
“Well in excess of $1 trillion in shareholder
value has dissipated in the last decade —

not in deals that fell apart but in deals that
simply failed to deliver.”

The Art of M&A Strategy
Kenneth Smith and Alexandra Reed Lajoux
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%rv Objectives

Thesis: Identify a predictive roadmap for consistently improved business results.
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Determine Correlate Assess ldentify
the prevalence of proven specific integration practices = the extent to which acquirers common remaining
M&A integration best proven to drive statistically are building more obstacles which consistently
practices currently in use valid improvements in effective internal M&A limit success
relevant business outcomes integration capabilities
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%rv Participants
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71 questions or sub-questions

* 40 best practice input variables
» 12 primary business result measures

* Plus, respondent demographics and
general information

Analyzed

* Frequency responses
* Regression output

* Predictive modeling

Note on Regression Analysis

* Measured “success with best practices” vs. “success without best practices”

 To identify the percentage increase in successful outcomes linked to the use of each best practice
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@EF‘@U Observations

Perceptions of ability to achieve business results are improving, but many
still underperform on core value-drivers

Examples:

Percentage of respondents reporting they typically underperform or DO NOT meet the following business result objectives

P R R
39% 48%

52% 60%
of | »
Cost synergy objectives and New product development Revenue synergy objectives Higher performance culture
overall business results objectives post-deal post-deal

The top three “greatest remaining obstacles or challenges” identified were:
* Resourcing (also identified as one of the top “breakthrough practices”)
+ Integration strategy framework (also identified as one of the top “breakthrough practices”)

e Culture

Source: M&A Partners | The State of M&A Integration Effectiveness™ Survey
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The levels of overall integration process effectiveness and M&A capabilities are perceived
to be inadequate

| would rate the effectiveness level of our
Q18 overall integration process as... Q24

32%

Good or
Outstanding

29%

Good or
Outstanding

71%
Very Poor, Poor Very Poor, Poor
or Average or Average

Source: M&A Partners | The State of M&A Integration Effectiveness™ Survey

DA

LEADERSHIP COUNCIL

. T‘N.E A Partners and may not be copied, modified, sold or otherwise used without permission. 9

CQ ® ©M&A Partners, 2018. All rights reserved. This content is the intellectual property of M&A



Value erosion continues to negatively impact a high percentage of all integrations

Q17 In what percentage of integrations does your company experience some type of “value erosion,”

business disruption or unanticipated negative synergies due to integration actions taken or not taken?

= 1/4th or less of integrations

= More than 1/4th of integrations

Source: M&A Partners | The State of M&A Integration Effectiveness™ Survey
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Use of specific integration best practices yields substantial improvements in core

business results

Regression analysis showed the following top ten integration best practices to be directly linked to successful

outcomes of REVENUE SYNERGY CAPTURE

Comprehensive integration strategy framework (Q10)

Effective culture analysis and management (Q19d)

Effective organizational structure and staffing process (Q19f)

Focus on essential "Integration Complete” objectives (Q18i)

Timely, effective decisions by executives (Q18a)

Consistent demonstration of desired leadership and cultural behaviors (Q19a)

D
(63}

Senior executive appointed as "deal sponsor" (Q8b)

(o))
N

Formal training provided to senior executives (Q3a)

a1
»

Timely, efficient and well-coordinated integration process (Q18e)

(63
D

Experienced function leaders dedicated to M&A (Q8e)

o
[N)
o
IN
o
o
o
o)
o

Source: M&A Partners | The State of M&A Integration Effectiveness™ Survey
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Use of specific integration best practices yields substantial improvements in core

business results

Regression analysis showed the following top ten integration best practices to be directly linked to successful

outcomes of MINIMIZING VALUE EROSION

Comprehensive integration strategy framework (Q10)
Effectiveness of overall integration process (Q18I)

Effective transition of core business processes (18Q)

Effective coordination of cross functional integration issues (Q18h)
Key talent retention / re-recruitment (Q19e)

Timely, efficient and well-coordinated integration process (Q18e)
Focus on essential "Integration Complete" objectives (Q18i)
Timely, effective decisions by executives (Q18a)

Functions have documented content, plans, tools (Q7)

Effective staffing model for integration (Q5)

100

Percentage increase in
successful outcomes
linked to the use of
each best practice

83

8
79
78
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Source: M&A Partners | The State of M&A Integration Effectiveness™ Survey

DA

LEADERSHIP COUNCIL

YN

©M&A Partners, 2018. All rights reserved. This content is the intellectual property of M&A
Partners and may not be copied, modified, sold or otherwise used without permission.

12



Use of specific integration best practices yields substantial improvements in core
business results

Regression analysis showed the following top ten integration best practices to be directly linked to successful
outcomes of ACHIEVING THE OPTIMAL PACE OF INTEGRATION

Comprehensive integration strategy framework (Q10)
Effectiveness of overall integration process (Q18l)

Focus on essential "Integration Complete" objectives (Q18i)
Adequate integration budget and understanding of costs (Q6)

Timely, efficient and well-coordinated integration process (Q18e)

Timely, effective decisions by executives (Q18a) 71 Percentage increase in
successful outcomes
linked to the use of
each best practice

Software solution for single, browser-based project plans / tracking (Q15d) 7
Corp Dev involved through key post-closing milestones (Q8a)
Effective handoff from due diligence to integration (Q4) 58

Software solution for dashboards / automated reporting (Q15€) 56
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Source: M&A Partners | The State of M&A Integration Effectiveness™ Survey
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Organizations that apply more M&A integration best practices tend to outperform those
that do not

Relationship of multiple best practices to overall integration results
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Source: M&A Partners | The State of M&A Integration Effectiveness™ Survey
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@

Target immediate high-gain solutions
in common problem areas such as:

Documenting an end-to-end process, including
functional and cross-functional interfaces

Software solutions for due diligence and integration
management

Staffing/resourcing/budgeting for integration
Governance roles and responsibilities
Leadership behaviors and decision making protocols

Communications, culture and change management

Conduct an Executive Briefing on
these survey findings in your

organization to achieve alignment
on essential requirements for
maximum success
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Conduct an M&A capabilities &
readiness baseline assessment

Benchmark your status against this normative
data and the M&A Partners’ Integration
Effectiveness Index™ on which this survey
was based

Provide training for your M&A
team and function leads

Implement priority actions on
the best practices representing
the highest gain impact for your
organization
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