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Analysis of Post-merger and Divestitures

o Important than ever for organizations to successfully achieve their M&A
objectives
o Effective integration programs incorporate
= diligent planning
= structured execution
= attention to softer issues such as
o corporate culture
o executive support
+ talent retention
o 60% of the firms surveyed by Keener (2009) indicate that they intend to
change their M&A processes to ensure success
» Emphasis on soft issues
= Emphasis on financial issues
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Analysis of the Financlal Instruments

o Finance instrument combination frequently determined by the type of
transaction being considered

o Corporations will take on as much debt as possible rather than equity
= Retain Control
= Deter raiders

o Ifinadequate debt available, finance sources may include

= debt ® bonds
® Common stock " Preferred stock
® Bank loan ® Junk bonds

o Negative aspect to high debt levels
» Encumbers cash
» Dilutes ownership in case of bankruptcy
= Potential negative effect on income statement & balance sheet

o Financing available despite present credit restrictions
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Analysis of the Strategic Planning Process

@ M&A ventures have been a popular method for companies to increase or
improve operations
@ About half of M&A ventures fail to produce the desired results
@ Failure could be mitigated by an effective acquisition plan
® Should be developed relative to the motives of M&A team
® Should address the company’s corporate-level and business-level strategies
® Address means of acquisition
@ Focus strategy through application of tools such as the Wheel of
Opportunity/Fit Chart
@ Establish performance criteria

@ Use internal staff such as internal audit dept. for pre-acquisition plan
development
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Analysis of the Due Diligence Process

o Use intemal auditors for the due diligence process
» Have intimate knowledge of the acquiring firm’s
o Processes
* Controls
* culture

= Lower cost of due diligence research

o Benefits of proper Due Diligence Report
» Mitigate reservations that lenders may have regarding the transaction

= Becomes a device to share knowledge between the acquiring and target
organizations

» Foundation of post-merger implementation plans
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Analysis of the Due Diligence Process

The process of reviewing critical factors that support a process or action.
Due Diligence Report addresses

s Open Issues

e Financial Impacts,

« Definitive Agreement Issues
o Transition issues
Due diligence process should be an extension of the pre-merger plan

® Employee aspects ® assets
® Customer base ® Production Capacity
® Processes ® IT Services

o Pre-acquisition contingencies must be addressed
= Pending litigation ® Financial Liabilities
® Warranty obligations ® Pension Liabilities
® Assessments ® Lease covenants
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Introduction

© Mergers and Acquisitions (M&A) have been a popular methed to
® Increase or improve operations
®  Acquire new technology or product lines
®  Expand the customer base
® Penetrate new markets

® Achieve greater supply chain integration

© Half of all M&A ventures fail to produce desired results
® Poorly developed pre-acquisition plan
®  [nadequate or improper financing

® |neffective post-merger integration
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Characteristivs of Successful
Mergers & Acquisitions
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