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The decision to merge with or acquire another business is not a decision to be taken lightly. You need to
carefully weigh the risks and benefits and give serious consideration to the compatibility of the two businesses.

Mergers and acquisitions can provide you with outstanding growth and financial returns. However, there is
also a risk that the merger or acquisition will fail if not properly executed. You can reduce the risk before you
commit by examining the necessary issues through our M&A Advisory service, including:

*  Whether the two businesses are a good strategic ‘fit’;

e The expected returns to be gained from the transaction;

e The indicators you will need to identify when you’ve achieved the expected returns;

¢ Anindependent appraisal of the purchase price;

e Support for a single vision for the future of the business from both parties;

¢ Anunderstanding of how the new business will operate after the transaction;

¢ Whether all potential legal risks and obligations have been identified.

After all the negotiations are over and the documentation completed, successful Integration is paramount to

the overall success of any merger or acquisition because the Integration phase of the transaction determines
whether the projected returns and synergies, up to now on paper only, become reality.

This document provides the 10 crucial steps that will contribute to the success of an integration project. These
steps are not in any implied order as they are all of great importance in ensuring successful integration.

STEP 1: KNOW THE TRANSACTION AND THE STRATEGY BEHIND IT

It is important that all key stakeholders understand the details of the contract, the underlying strategy and
drivers that led to the businesses coming together, and the expectations and perceptions of success. This will
ensure that the integration activities are planned and executed in accordance with expected outcomes.

STEP 2: EFFECTIVE LEADERSHIP

Any project manager will attest that all projects require effective leadership this applies even more so with
integration project. A strong leader is required to galvanise the new combined team to drive the integration to
success. The Project Manager would need to be in a position of high authority, and would usually be the CEO.

Leadership should be supported by a structured Steering Committee to drive strategy and a Working Group to
drive delivery. The members of the Steering Committee and Working Group must be chosen carefully and
should be strongly influenced to provide their commitment to the success of the integration.

STEP 3: HAVE A PROVEN STRUCTURED APPROACH AND METHODOLOGY

An Integration Project is unlikely to succeed without a structured approach and proven methodology that can
be swiftly deployed. Few organisations have an established in-house project methodology specifically designed
for integration projects. In which case, the organisation would engage specialists in the post-transaction
integration of mergers and acquisitions.

Investrend Corporate Advisory has a proven methodology and suite of tools, specifically designed for merger
and acquisition integration projects and can assist companies of all sizes in this regard.
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STEP 4: PLAN FOR SUCCESS

Do not underestimate the amount of time and detail required for the Initiation and Planning stages of the
Integration Project. It is important that planning is done methodically and thoroughly to reduce the risk of
failure in the later stages of the project.

If major issues occur later on and deadlines are missed this can have a negative impact on internal and
external stakeholder perceptions, increase project costs, delay or decrease returns, and impact market
confidence. Such events can be avoided through effective planning combined with structured methodology.

STEP 5: COMMUNICATION IS PARAMOUNT
Effective communication, both internally and externally, is crucial to the success of the Integration Project.

Internally there is inevitably a lot of uncertainty amongst the workforce about what the impact will have on
them. Without effective communication people tend to draw their own conclusions, rumours can spread, and
morale issues begin. It is important that there are regular formal and informal communications with the
opportunity for open questions.

Externally there are several stakeholder groups all requiring effective communications and management of
their expectations. These stakeholder groups include customers, suppliers, shareholders, media, competitors,
regulators, financiers, to name but a few. All relevant stakeholder groups need to be identified and require a
communication plan to be put in place.

STEP 6: CULTURAL INTEGRATION IS CRUCIAL

An integration project should have a stream that specifically deals with cultural alignment of the two
organisations. Cultural integration is about nurturing the human capital of the business, which is one of the key
assets that support the value of the goodwill purchased in the transaction.

Without cultural alignment the business will almost certainly suffer from morale issues, lost productivity,
erosion of synergies, and will be at higher risk to losing ground to competitors through internal focus. Research
shows that lack of attention to cultural integration is the main reason why mergers and acquisitions fail.

STEP 7: CUSTOMERS AND BRAND ALIGNMENT ARE ESSENTIAL

An integration project should have a project stream that specifically addresses customer retention and brand
alignment. This is about nurturing the customer base and protecting brand value, which in turn support the
value of the purchased goodwill arising from the transaction.

The customers of both organisations will have their views on what the transaction means to them and where
their brand loyalties reside. This stream would focus on dealing with customer concerns, taking on board
customer feedback, and identifying the brand(s) that both groups of customers would be able to align to.

STEP 8: DO NOT UNDERESTIMATE THE PROJECT RESOURCES REQUIRED

Once the integration project is fully up and running it will require significant resources, particularly human
resources. This would include a mix of internal management and staff and external consultants, specialists and
contractors. Precise resource requirements must be carefully identified, scheduled, budgeted and recruited
during the planning stage.
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STEP 9: PROVIDE PERSONAL DEVELOPMENT OPPORTUNITY

As previously mentioned under resources, an integration project allows internal staff to become directly
involved which empowers them with new skills, allows them to shape the future, and thus helps to deal with
cultural issues and create positive internal communications.

STEP 10: MEASURABLE SYNERGIES

In the Planning Stage of the Integration it is important to re-examine to synergies previously identified during
due diligence. The aim is to isolate which synergies are realistic and put a methodology in place to track them.

For each type of synergy it should be established how the synergy can be measured and where the data will be
sourced from. A process can then be put in place to measure and report upon them. The reality is if a synergy
cannot be measured then it probably is not achievable.

This provides some general insights into the post-transaction integration of mergers and acquisitions. Each
transaction is different and specific professional advice is recommended. For more information about how
Investrend Corporate Advisory can help ensure the success of your integration, please contact us by email at
info@investrend.com.au or by telephone on 1 300 855 299.

DISCLAIMER
The enclosed information is of necessity a brief overview and it is not intended that readers should rely on the information contained
herein. No warranty express or implied is given in respect of the information provided and accordingly no responsibility is taken by
Investrend Corporate Advisory Pty Ltd or any of its employees or agents for any loss resulting from any error or omission contained within
this fact sheet. The information provided herein is not advice — it is merely general educational information. Do not rely upon any
information provided herein without first consulting a lawyer. Whilst every effort is made to keep this fact sheet up to date, changes in
legislation may have caused the information contained herein to be superseded or changed




