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TAMING THE M&A BEAST

Mergers and acquisitions (M&A), like an untamed beast, have a reputation for being unpredictable and
unstable. However, proactive planning and a clear view of your M&A Lifestyle can help ease anxiety and limit
the risk of failure during an integration project. It is safe to say that all of us in the Financial Services industry
have seen, lived and perhaps survived an M&A. Conversely, it's no wonder why any time the words “merger” or
“acquisition” are mentioned, many professionals cringe and look for ways to avoid the effort. Additional
workload, inherent complexities, a fixed delivery date and job attrition are reasons why M&A transactions
typically share a legacy of complexity and damaging projects.

Feedback consistently shows that institutions are rarely satisfied with their integration capabilities. Even those
that are recognized for having done a good job managing and delivering on these highly visible, enterprise-wide
projects, rate their own performance as “average” or “below” when evaluating overall success.

There are a number of reasons why M&A projects tend to overwhelm organizations:

. Unrealistic expectations

. They are inherently complex projects

. Project challenges are not fully acknowledged

. Inadequate coordination of multi-party dependencies and synergies

. They are typically transactional activities making it difficult to plan, staff, train, and deploy the right
resources to execute the project

= Staffing M&A projects have a cascading effect, causing other projects to suffer as resources are
re-assigned from one priority to another

So, why is it that banks with sound business strategies resist evaluating their M&A capabilities?

It is not surprising that institutions do little to materially effect changes to improve their M&A support
infrastructure. While recognizing that evaluating an organization’s M&A capabilities is a major undertaking,
resistance often relates to the predetermined belief that all conversions are “unique”, and thus cannot be
systematically managed. The following often reinforces this behavior:

] Internal Politics: There is a continued unwillingness to assess internal capabilities and issues. This
comes from the perceived notion that evaluating M&A capabilities may distract management’s
attention, budget and resources from other projects.

Ll False Dependencies: Poor communication and lack of synergies among critical integration groups
often cause delays and cost overruns.

Ll Post Merger Evaluation: When projects end, most of the M&A project staff put the conversion
behind them and move back to their “day job”. This behavior is often costly to the institution as the
experience and knowledge gained during the M&A project is not captured or documented.

For these reasons, M&A projects often leave a legacy of tangible (cost overruns, customer attrition, production
and other project disruptions) and intangible (dissatisfied shareholders, staff “fatigue”, post project data quality
clean-up and lack of confidence in future M&A activity) debris that weighs down the institution’s ability to grow
and achieve its business objectives. Institutions undergoing M&A activity need repeatable and proven
processes to execute projects or each initiative will be a Herculean and painful undertaking.

APPROACHING THE M&A BEAST

The ability to effectively manage an M&A portfolio is dependent on three key steps: first, defining your M&A
Lifestyle, second, developing the support infrastructure, and last, having the right resources to execute
effectively.

1) M&A assessment — A poorly defined M&A Lifestyle is the number one reason why financial institutions
underachieve on executing projects. Defining and understanding this profile will dictate the type of
integration activities your organization will need, and will provide guidance in building the proper
organizational structures, partnering relationships and processes to support that lifestyle. This process will
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help you to understand your organization’s strengths and weaknesses around the type of conversions you
will be addressing.

An assessment of your M&A readiness depends on your M&A goals and objectives, such as:

. What is the institution’s growth target and what is the strategy to achieve that growth (e.g.,
organic, acquisition, combination, in-market, out of market?)

. Have you established your acquisition “sweet spot” (i.e. are you an occasional, opportunistic,
or consistent shopper, or an aggressive acquirer?)

. Do you anticipate one big acquisition at a time, or multiple small acquisitions in flight?

. Do you understand the internal capabilities required to be successful within this profile?

L] Do the right capabilities exist within your current environment and infrastructure?

L] Do you have the right resources committed to sponsor, manage, and deliver M&A projects?

L] How does your technology strategy align with your M&A direction?

2) Develop the M&A Support Infrastructure — Upon completion of your lifestyle assessment, you will also
need to evaluate the support infrastructure to ensure that you have the required capabilities when an
acquisition is announced. For example:

. Develop the appropriate project management office (PMO) to manage and control the M&A
program and concurrent projects. The PMO structure will also ensure that the building blocks
(underwriting, status reporting, escalation procedures, vendor management, project
accountability) are in place.

L] Establish a repeatable conversion methodology designed to streamline processes, provide
templates and automated tools.

= Assess your required capacity and align the requirement with projected needs.

L] Evaluate and align resource requirements needed to deliver a timely product consistent with
the lifestyle requirements — begin the actions needed to raise/change this capability (e.g.
hiring, training, contingency capability).

. Evaluate, and where appropriate, implement automated tools to assist in the evaluation,
mapping, conversion, testing, and reporting requirements.

3) Execution Readiness - In addition to a defined conversion profile, an effective PMO structure and a solid
conversion methodology, you will require dedicated project managers, subject matter experts and
experienced business analysts and technicians. These professionals need to function effectively within a
fixed bid and in a highly visible environment. This group will need to understand not only their own roles,
but also the M&A lifestyle in order to work individually and collectively toward the end goal. This will
include developing the communication skills, project disciplines, best practices, and solution orientation
necessary to manage the effort.

Evaluating and integrating these three components will reduce anxiety across different levels of management,
help prevent the loss of key performing staff from the merger or acquisition jitters, and will improve the project
delivery quality. Most importantly, establishment of a repeatable process will minimize disruption to the
business by creating a group of project professionals — operating against a plan, with the right tools, in a
professional environment.

TYPES OF M&A GROWTH LIFESTYLES
Merger and acquisition lifestyles range from high growth, to moderate, to opportunistic growth (see chart on the

next page). These varying levels present different challenges from identifying key priorities, to defining
management focus and evaluating delivery capabilities. It is critical to recognize synergies and disconnects
among these areas in order to develop a cohesive and repeatable methodology process.
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M&A LIFESTYLE KEY PRIORITY MANAGEMENT DELIVERY
GROWTH
Focus Focus CAPABILITY
STRATEGY
High Growth with Line of = Discipline (PMO, = Market share Enterprise Wide
business expansion governance) = Build program for the Program Office
= Aggressive acquisition = Repeatability in long-term = Executive governance
strategy — multiple deals process = Focus on repeatability = Dedicated core team
per year = Product consolidation = Force market efficiencies = Active methodology
= Merger of equals = Maintain stand alone (products) = Standardized automated
= Out of market operations = Maintain local footprint tools
transactions = Process/system management
= Line of business evaluation and = Reduce total operating
expansion consolidation cost (TCO) over time
= New products and
services
Moderate Growth to = Consolidate * Remove excess Integrated
Augment Current Portfolio process/systems infrastructure costs Consolidation PMO
= Acquisition of sizable in = Discipline (PMO, = Execute efficiently = Steering committee
market share methodology) = Force market efficiencies governance
= In-market focus = Product consolidation (products) = Hybrid team
= Line of business = OQutsource = Reduce TCO now (internal/external)
extension considerations = Methodology on the shelf
= Limited line of business = Minimize event costs = Tool selection by
expansion requirement
Opportunistic Growth = Consolidate products = Target of opportunities Tactical Project
= Acquisition of small in = Consolidate = Minimize customer = Spreadsheet governance
market share process/systems impact = Mixed project team
= In-market focus = Minimize event costs = Remove excess (reassigned staff,
= Line of business infrastructure costs professional assistance,
extension = Execute efficiently vendors)
= Methodology on the fly
= Limited tool orientation

(See larger image on the last page)

As the chart above indicates, there are different factors that determine the level of complexity of the M&A effort:

. High Growth with Line of Business Expansion — Within this profile, it is critical to establish the
governance, disciplines, focus, and standards that will support large, multi faceted projects in a
predictable and controlled environment. The need to execute efficiently, while also upgrading, drives
other priorities around products, operations and application systems. Lifestyle and key priorities in
turn drive management focus. This is a long-term profile and revolves around market share, building
repeatable components, and reducing the total operating cost over time — it's a marathon not a sprint!
Finally, high growth institutions require enterprise-wide program office capable of full project roll-up
and reporting of multiple projects (this includes a robust executive management dashboard
capability).

Our experience: Working with a national bank, we assisted in developing a “high growth strategy”.
This included assisting the management team to establish a strong conversion PMO, partnering
relationships and standards and measurements. Furthermore, a conversion tool kit lifestyle allowed
the bank to acquire and integrate three to four banks per year (both in and out of market, with
divestitures as required, reconfiguring their technology footprint to stay ahead of the capacity issues,
and upgrading their application software portfolio).

] Moderate Growth to Augment Current Portfolio — Institutions that fall within this category are
those who choose acquisitions of sizable market share, in-market transactions and line of business

For more information about extensions. This level of project complexity is still significant — especially in areas where change is

ADS Financial Services required (products, services, branches, back-office). Most departments and technology platforms are
Solutions visit: www.adsfs.com often involved and customer impact is high. Networking and capacity issues need to be evaluated

and top to bottom PMO is a necessity. Priorities such as PMO, methodology and product
consolidation remain important, but wringing out the cost savings through system and process
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consolidations is key. In the absence of a fully dedicated M&A team, outsourcing some of the
necessary functions gets some consideration. While management must clearly focus on efficiencies
(revenue, product, operational), they must also develop a delivery model that is flexible as
opportunities arise. A still sophisticated, but scaled down integrated consolidated project
management office is the key delivery point for the moderate growth approach — again balancing the
need to do things quickly and right, with a potentially uneven flow of acquisitions.

Our Experience: A mid-west international bank with a strong US presence initially established an
“opportunistic growth” lifestyle that allowed them to utilize service partners to complete small to mid-
sized regional deals. In advance of a mega-deal, the bank engaged ADS Financial Services
Solutions (ADS) to assist in upgrading their lifestyle to “high growth” (they moved the conversion
function and tools in-house, instituted a strong conversion program methodology, and upgraded their
computing capacity) that allowed them to undertake and smoothly complete a merger of equals.

. Opportunistic Growth — Banks under this profile are less invasive and disruptive out of all M&A
types. The primary focus is to maximize the benefits of the transaction through rapid integration. At
the other end of the spectrum, the management focus within this strategy is transactional. A sprint,
with management focused on executing quickly and with minimal impact to clients and day-to-day
activities. For the opportunistic institution the project is laid out and managed as a project — using MS
Project or what we refer to as “spreadsheet governance”.

Our Experience - A mid-tier bank defined an “opportunistic growth” lifestyle that allowed them to
opportunistically identify targets, then quickly and effectively integrate them into a very standard
operating environment with minimal impact on their day-to-day operations by outsourcing the
conversions. By using ADS as their virtual conversion support partner they were able to nimbly and
cost effectively take advantage of market opportunities.

There are always those who choose to ignore the evaluation and preparation necessary to consistently deliver
on M&A efforts. The road to growth and success is littered with institutions that did not understand their overall
readiness and lifestyle, and as a result walked into a hornets nest that left management, staff, customers, and
investors battered. However, when partnered with ADS, we can guide you through this difficult process and
help your organization to “Tame the M&A Beast.”

ABOUT ADS FINANCIAL SERVICES SOLUTIONS

ADS Financial Services Solutions (ADS) has been serving the critical business and technology needs of
leading financial institutions nationwide for more than two decades with operational consulting, systems
integration, and business alignment services.

ADS has assisted institutions through the intricacies of thousands of M&A efforts — not just from a tactical
perspective, but from a higher level that entailed identifying their M&A Lifestyle and ensuring that the banks
were well positioned with the infrastructure, the discipline, and the skills necessary to support that lifestyle.
Financial institutions turn to ADS for our industry insight and leading edge technology experience. Our team is
recognized by our clients for consistently delivering innovative, practical, and effective solutions, on time and
within budget.

CoNTACT US:

One Batterymarch Park
Quincy, MA 02169

For more information about PHONE
ADS Financial Services
Solutions visit: www.adsfs.com 617-770-3333

E-MAIL INQUIRIES
businessdevelopment@adsfs.com
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M&A LIFESTYLE
GROWTH STRATEGY

KEY PRIORITY FOCUS

MANAGEMENT FocCus

DELIVERY
CAPABILITY

High Growth with Line of

business expansion

= Aggressive acquisition strategy —
multiple deals per year

= Merger of equals

= Out of market transactions

= Line of business expansion

= New products and services

» Discipline (PMO, governance)

= Repeatability in process

= Product consolidation

» Maintain stand alone
operations

» Process/system evaluation
and consolidation

= Market share

= Build program for the long-
term

= Focus on repeatability

= Force market efficiencies
(products)

= Maintain local footprint
management

= Reduce total operating cost
(TCO) over time

Enterprise Wide

Program Office

= Executive governance

= Dedicated core team

= Active methodology

= Standardized automated
tools

Moderate Growth to Augment

Current Portfolio

= Acquisition of sizable in market
share

= |n-market focus

= Line of business extension

= Limited line of business
expansion

= Consolidate process/systems

» Discipline (PMO,
methodology)

= Product consolidation

= Qutsource considerations

= Minimize event costs

= Remove excess
infrastructure costs

= Execute efficiently

= Force market efficiencies
(products)

= Reduce TCO now

Integrated
Consolidation PMO

= Steering committee
governance

= Hybrid team
(internal/external)

= Methodology on the shelf

= Tool selection by
requirement

Opportunistic Growth

= Acquisition of small in market
share

= |n-market focus

= Line of business extension

» Consolidate products
= Consolidate process/systems
= Minimize event costs

= Target of opportunities

= Minimize customer impact

= Remove excess
infrastructure costs

= Execute efficiently

Tactical Project

= Spreadsheet governance

= Mixed project team
(reassigned staff,
professional assistance,
vendors)

= Methodology on the fly

= Limited tool orientation




