BMINTERNATIONAL

Growth by Acquisition o
. y . oug Ross
an integrator's perspective QLR

Square Peg

April 25t 2006,London, England 07717 665 007

Square Peg International Ltd
40 Brockham Lane, Betchworth, Surrey, RH3 7EH, United Kingdom
+44 (0) 870 242426 www.squarepeg.com




y =
Today's Agenda
1. What do we mean by value?

2. Maximising the deal value by:
 Looking back — Lessons Learnt

 Looking Forward — Emerging
Research
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WHAT DO WE MEAN BY
VALUE?
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Drivers of capital'

Market —

value

Intellectual
Goodwill capital

Financial capital
Valuerof

tangible
Physical capital dSSELS

©Square Peg International 2006



=

Drivers of intellectual capital

Intellectual
capital

Valuerof;
tangjiie
assets
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- The deal \

premium

Sale Price

Market Value

So how
Intellectual What could
we do much

post

>1. %i‘fe:;se > WO u’ d

capital

Book Value

revenue

2. Decrease yo u

Value ofr: cost
tanoible 3. Manage pay?
assets risk
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LOOKING BACK

LESSONS LEARNT
7 ideas In 7 minutes
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1. Delay the start, drag out the finish
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Meet Stan Dardus

The briefing session:

9«/_Tire Pressure

— when in air battle never fly more than three seconds
at the same speed in the same direction or at the
same altitude

— learn to sip from a fire hydrant

— when | tap my flight helmet

©Square Peg International 2006



=

1. Delay the start, drag out the finish

2. Put no one in charge
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1. Delay the start, drag out the finish
2. Put no one in charge

3. Allow divergent initiatives
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Meet Mike Coxon
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1. Delay the start, drag out the finish
2. Put no one in charge
3. Allow divergent initiatives

4. Forget the business and the customer
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*Year 3
*Stock price = $10 Client Example:
e 11 IE: *Corporate Situation/Strategy : =
90 -FSA compliance issues identified Hlstory of °E
80 -Stock crash
@ -Turnaround strategy initiated
=70 -All leaders and managers
260 replaced
% 50 -Most employees lost jobs
& -Shareholders lost $60 million +
40
30
20
ol |
o -

Year O Year1 Year 2 Year 3
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Delay the start, drag out the finish
Put no one in charge
Allow divergent initiatives

Forget the business and the customer

B b=

Under-communicate

Throughout deals, ‘Me Issues’ dominate both
companies at all levels...
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Because employees get answers to their ‘me
iIssues’ last...

Staggered Experiences

__'Es ! Senior Mgmt.
-"E') _ RRSLIILIIEEITILE Middle Mgmt.
3 . - - . ®

O N\

e N .o

i \ .7 , - = ‘Employees

Time o
...management must address these issues from where the organization is,
not from where they are!
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Delay the start, drag out the finish

Put no one in charge

Allow divergent initiatives

Forget the business and the customer

Under-communicate

- A

Ignore project management disciplines
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Project management needs to address both the
dynamics

Mechanics
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and

Upon initiating
a “mechanic”
process,
dynamic forces
are unleashed
which interact
with each
other, like the
forces that are
unleashed
upon hitting
the cue ball.
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Delay the start, drag out the finish

Put no one in charge

Allow divergent initiatives

Forget the business and the customer
Under-communicate

Ignore project management disciplines

N ok L=

. Use available staff to manage the
mtegratlon
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LOOKING FORWARD

CURRENT RESEARCH
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Strategic leadership is needed to secure the
ol 4 deal value of acquisitions...
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Poor >
. , - Excellent
Poor. Senior management team's ability to

EXECUTE the direction and strategy of
the organisation.

... but half of the leadership teams can
neither plan nor execute
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And there is a distinct need to de.velop our

Fantastic
leaders
who are
extremely
talented

Leadership
Talent

Void of
any real
leadership
talent

leadership talent

Need
Activating

17%
are high
performers whose
potential needs to
be maximised

59%
Are deemed to
need some form of
development

24% Need to
seem to _be simply Learned develop
rengngen the ropes capability
>

Inttatffec’[(iiye att'either Leadership Efft(?ctiv:'at t;f)th
setting direction or . setting direction
making things Effectiveness and making things
happen happen
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The DNA for the new organisation
Is critical
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High value integration is about
leadership AND strategy

Practically every act of integration management requires
a skilful act of leadership and strategy.

Integration success will not be achieved through brilliant
strategy - it will be achieved through the..

©Square Peg International 2006 25



=

..brillilant
execution
of an
integration
strategy!
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