ACQUISITION

=5 AFICIONADO

| i
FIVE ELEMENTS
OF THE PERFECT EQUITY

PITCH DECK

1)
OPTIONALITY IN EXIT

STRATEGIES 3j
95 QUESTIONS 4. |

i
LN
DURING DUE DILIGENCE RO i)
L ™ l.
'."" i"'_"'
. %

- KEY CONCEPTS IN AGREEMENTS BEYWEEN
INDEPENDENT SPONSORS AND INVESTORS

witH JAMES DAVID WILLIAMS




Tap and Go to Content 9

CONTENTS

L

If Thair Lips Are Moving,
They Are Lying

Andrawy Lon goon

Why Operational Due Diligence is

Critical for a Successful Acquisition

ardrew Lamb

Key Concepts in Agreements
Between Independent Sponsors
and Investors

|amas David Willioms

The FIVE Elements of the Perfect
Equity Pitch Deck

Carl Allen

6 Aspects of the Scale Pyramid
Ros

47

23

BE

73

Havigating the Complexities of Post-Acquisition Integration:
A Strategic Imperative

Buy an eCommerce Business? But | den't knew anything
about them!

=1 - - - -
Branden Yomado

85 Questions Te Ask During Due Diligence

telisso Hostutler
The 5 Biggest Mistakes S5MB Founders Make in Business
Acquisitions—and How to Avoid Them

=fEvE KilbeErs

The Purchase Agreement: The Point of No Return = Part 2 of 2

Why You Should Plan to Sell Your Business

in the Next 36 Manths

omia Sfmipson



Navigating the Complexities of Post-Acquisition Integration:

A STRATEGIC IMPERATIVE

With Steve Nunn, Intista

Faollowing every odd-on acquisifion, acquirars move
to a new phase of value realization

critical juncture presents a myriod of -'hnil.——.ngea for

integration. This

buyers, fram manoging new ownership dynamics fo
oddressing employee uncertainty, company politics,
ond differing business cultures. The expectation fo
maintain "business as usuol® armidst this complaxity
can be overwhelming to leadership and employeess
alike, However, acquirers can proactively prepare by
astablishing, well before the official announcement

a governonce struciure
an unamiguous process

a plan for sustained communications

this article, we delve info the art of simplifying
r&A integrations, unlocking value, and ensuring a
smoother post-gcquisifion |ournay,

Integrations are rarely straightforward

The Deal Team will find, negotiate, and put together
an acguisition with o vision of value that is fo be
The

desired operafional model is defined in spreadsheats

created after the businesses are combined

ond othar documents, along with milestones to ba
achieved during this initiative. The integration of
the acquiring and acquired businesses is where
the digital vision is turned inte reality
rarely straightforward,

ang it is
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An add-on acquisition is not %just buying another
business®. Similarly, an infegration is not just
combining two or more businesses. Acquisition
integrafion is the thoughtful alignment of disparate
people, processes, operations, technologies, and
business cultures in the pursuit of added value
After an acquisition, we own what used fo be
someone else's business. The haondshaoke ot the
close of the deal does not autermatically transform
our purchase. The Closing 15 not the end of thae
transformation, but the beginning of the public

phasa of if.

magine a business you own is rearganizing o
department within it. There will inevitably be
disruption during this recrganization. Now
recrganize every department in your business -
at the sarme time, while maintaining business as
usuwal. This is what happens during an integration
and it is the mandate of the Integration Team fo
navigaote and deliver
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Governance

Tha gavernance in an infegrafion is a lemporary erganizafional structure that includes an infegration

feam hierarchy

Company Executives

Steering Committee Communications

Integration Management Office Onboarding

Workstrsam Waorkstream Workcstream Warkstream

Project Project Project Praject Project | Project Project Project
Team Team Team Team Team Team Team Team

lhe cbove diagram shows the roles of the people involved. In the smallest integrations the
Cnboording, Communications, ond |Integration Monogement Office (IMO) roles moy be fulfilled
by a single persan. Contrastingly, in larger integrations the Onboarding role may require many

} £ 'y 3 2 . ¥

teams of HR, Training, and other specialists to fulfill the demands of the integration ot hand
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Preparaotion is criticol, so some of the teams
are staffed during the cenfidentiol phase
before the transaction s complated. While
the Deal Team pushes for completion of
the transaction, the Integration Team is
planning and preparing to deliver their Must
Do tasks on the day of the anncuncement

To successfully leverage this hierarchy,
you should empower employesas to moke
appropriate decisions theamselves, and
not defer unnecessary decision-making
o someone up in the hierarchy, With o
clear understanding of what decisions
con be mode ot what level, “lowest-level
decision making” will enhance employes
copobilifies, improve ftheir morale, ang
sustain the forward momentum of the
integration.

The Acquisition Integration Manager s a
meambaer of the IMO and the most essential
person in the governance hierarchy. He/
she should be a pragmatlic arganizes
communicoator, and focilitotor with the
ability ta shepherd infegration fo success,
Ha/she could be an employee or an
external advisor who haos the ability and
bandwidth to lead an infegration. Choose
carefully who will lead your integration.
Ask yourself, do they have the diplomatic
skills, flexibility, and drive to make your
acguisition a success?

Salacting the right people to do the
integration is part of the eguation
Making rapid forward progress is
not straightforward, so o common
understanding achieved through training
is important. Choose the infegrafion fraining
options that suit your schedule ond budget,
as they can be delivered self-paced anling,

live=remote, or in-person in the classroom.
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Process

Small and mid-size businessas behave, parform, and
respond differently to lorge businesses. Accordingly,
their integrations are different in nature

& large business integration usually focuses on *How
can we improve revenues, efficiencies, profitakility
or share price?’

A smaller business integration usually focuses on
*How can we sat ourselves up for future growth?

Integrations have a very large number of
interdependencies between teams or departments,
as it is cornmanploce for a project fo reguire the input
and resources of numerous feams. For example,
replocing a payroll system will include (of least) the
HR, Finance, and IT functions. In a small business, this
group would typically include a few people from each
function. However, in a large business many teams
raprazanting different areas of the business would all
hove to be included ond coordinated with. Hence,
the complaxity of larger infegrations is expanantially
greater than smaller integrotions

The mathodology you apply for your integration
should be appropriate to the size of the acquired
business (not the size of the ocquiring business).
Ensure you select the framework best suited to your
business:

» Larger infegrafions generally need o more robust,
thorough process that con maonoge complex
dapendencies and inferactions. Thasa infegrations
often seek financial synergies to ochieve deal value
as the primary ochjective

Smaller infegrations can use a more flexible process
that allows them to adapt to market changes
and discoveries found after the transaction is

completed. These integrotions often seek the ability

to grow and scale as the primary objective.




An exaomple flexible process;
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Coammunication

The open secret jo inlegration success is fa
communicate - almost over communicate.
However, it is sfill under-utilized, poarly
planned, and rarely sustained. Successful
integration communication planning
involves addressing these seven areas: Why,
Who, What, What in Detail, How, Deliver

and Keep Delivering

tAuch effort is appropriotely put inta the
announcement of an ocquisition, Acquirers
should plan who they must talk to and
addre
audiences may have. It isn't possible to

the questions that each of these

communicate with all stakeholders at the
same hime, so different audiences will have

different priorities assigned to tham.
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Too often we hear of a successful acquisition

of smaoller bugine

with a silver lining of optimism ("Hey,
finally get a new laptop!”). Howeaver, as
the burden of integration activities affects
operations, and the efficiencies of being
o larger business have naot yel kicked in,
morale can hit a low. This is the second mo
important time for communication (after
the announcemant). Sustained, candid
communication will address this morale

low point and demanstrate that you, the

new owners, care about the wellbeing of

the employees, thus reducing o produc

drop.
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Given the chance to do
their last deal again

58% of acquirers would have
communicated integration progress
more clearly to their stakeholders

Source: EY The right combination. Managing integration for deal success, 2014

Company culture is often cited as a
root couse for success or failure of an
integration, Two-way communication
is a key fool that can prevent failure
due to this. Communication creates
understanding, which is a foundation
for employee engogement. Nate that
two-way communication is not just for
leaders: all employees need to listen
and learn, before acting,

Lastly, what employees want to hear,
and what leadership wants to say, will
change over time. Your communication
plan needs to address the changing
nature of the business and the progress
(or lack of progress) of the integration,
as time posses.

Summary

Simplifying post-acquisition infegration hinges on
three critical facets. It starts with the creation of
a termnporary hierarchy of teams to oversee, plan,
and deliver the integration. The size of this team
varies, with the most critical person being the
Acquisition Infegration Manager: a key member of
the Integration Management Office (IMO), who is
a pragmatic organizer and communicator, capable
of shepherding the integration fo success.

The IMO sheuld implement a clearly understood
methodology that everyone can adhere to,

Communication should be consistent, planned,
sincere, candid, and sustained through the life of
the integration. The compelling announcement of an
acquisition is part, not all, of o communication plan.

*lashi, M., Sonchez, T, & Mudde, P, [20230). Improving the MEA success rale; Identity moy be the key, joirnal of Business

Shrategy, (1}, 20-57. hitpeVoes org 10, 110B/|BS-08-2017-0115
D Eslvin Mukolo Kavormibo, [20019), Critical Assessment of Performancs of Mengers and scquisitions, The srnatipnal joumal
of Buginass Monogemenf and Technology, Yolume 3 |ssue 1 fanuary - February 2019

If you have any gquestions about this orticle, or if you want to discuss it further,
please contact us ot sales@intista.com
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Intista

Acquisition Integration Specialists

Helping you deliver the value of your acquisitions

Intista help business improve how they get the value from
their M&A, through successful integration of the acquiring
and acquired businesses.

We are experienced in managing and advising businesses
through the unique challenges faced during the merging of
companies.

We help you leverage the expertise that is within your
business, during Due Diligence, integration planning, Day 1
preparation, the first 100 days of integration execution, and
beyond

To learn more about how we can help
www.intista.com/integration

Intista is the owner and provider of the
Certified Acquisition Integration Manager
(CAIM) designation




