Experience of M&A activity
I have taken different approaches to this paper:

· Pre-acquisition work and due diligence arising on acquisition and re-financing
· Post-acquisition integration

· Other changes in ownership
· Associated skill sets

Pre-acquisition work and due diligence arising on acquisition and re-financing
Pre-acquisition work
I have not worked for an M&A department for either a PLC or a strategy consultancy so I have no experience in the process leading up to a transaction for buying a business. However I have seen the mistakes that businesses inexperienced in this process can make and how to avoid this.
The contribution that I can make to this assignment is to see the acquisition through the eyes of a business manager rather than as an investor. This means that I can see the issues associated with the integration through different eyes than would normally be expected by M&A departments.

This is particularly important in considering the type of acquisition:

· Where the acquirer is simply adding the resources of the target to their existing business model – it is difficult to make returns on this that exceed the cost of capital of the acquirer

· Where the acquirer buys the whole business model of the target, in which case returns should exceed cost of capital but few back-office synergies and cross-selling opportunities mean that the acquisition should not be integrated

Due diligence arising on acquisition and re-financing
There are 3 instances where I have been involved in due diligence:

· I prepared the due diligence file for the acquisition of Interconnect by Securicor plc.

· The re-financing of SMF Displays Ltd by the bank and the audit of this by Mazars

· The public offering of shares on NASDAQ by Ultralife Batteries Inc., the presentation of the business plan for the UK business to US merchant banks and audited by Arthur Andersen.
Post-acquisition integration
I have experience of integrating a number of businesses and business units following a transaction:

· Of Interconnect Ltd and DS Information Systems by Securicor plc

· Of Marconi Optical Components Ltd by Bookham Technology plc

· Of Real Time Controls plc by DigiPos Group

· Of Anker Systems group by Torex Retail plc

· At J Sainsbury plc, the re-integration of its previously outsourced IT department, particularly the finance aspect of its £50m pa spend PMO

Whilst the “business model” approach to acquisitions was understood by Bookham Technology, the concept was only partially understood by Securicor and not at all by DigiPos and Torex Retail; only the Bookham and Sainsbury acquisitions could be said to be successful. However the cultural implications for integration were really understood only by Securicor; in this case, this was because Securicor had recruited the senior management team at Interconnect to run the combined business unit. In the case of Bookham, the relationship between the FD and the acquired company’s finance team was acrimonious on my arrival.

Despite Securicor “getting” the business model approach, they still insisted on integration despite protest from the Interconnect management team and consequently the acquisition ultimately failed.
Other changes in ownership or management
I have been involved with ownership change either as part of or immediately prior to an assignment. The main examples of this are:
· Trutex Ltd., where there was a change in management following a change in ownership

· St Neots Packaging Ltd., where there was a change in management following a change in ownership

· Fiddes Payne Ltd., where there was a de facto change in ownership and a definite change in management style

These assignments have required my management of change in finance functions just as much as those where there had been a formal change in ownership, which in the case of Fiddes Payne required a professionalization of management as a whole, for example through a formal board reporting structure.

Implications of ownership and management change for board reporting
There are some important aspects of this change that have to be recognised, but in my experience are rarely considered:

· A change in the attitude to risk and the consequential impact on risk management

· Changed uncertainties. Often this is brought about through additional financial resources reducing uncertainty but also it’s possible that other changes being brought about as a result of the change in ownership could increase uncertainty
· Different value chain structures, in terms of those lost with the former owner and those gained with the new owner as compared to those enjoyed by competitors. This is particularly important where culture is concerned (and how the changes inherent in an ownership change are implemented) and changes in the management structure.

· Changing balance of power in the competitive market. It is likely that the new owner will respond differently to competitive initiatives of direct competitors, suppliers and customers and also that those stakeholders will change their approach to the business with its new owner. The rate of change in these dynamics needs to be clearly understood.
Associated skill sets

The following have proved useful:

· Re-writing management accounts and forecasting packs in the light of the requirements of the new owners. This needs a good understanding of Excel and how to use that which is already produced to the best of use. I have had to do this with most acquisitions, particularly the more advance strategic thinking of the previous paragraph.

· Improve cash management and forecasting. Often, where VCs buy the target, the business unit has to sharpen up on this considerable, for example at DigiPos.

· Becoming the eyes and ears of the new owners, particularly as regards commercial decision making and interpretation of the new owners’ policies and procedures by the business unit managers. At Bookham, this meant understanding an area of business that the new owner didn’t know they had (Bookham bought it for its telecoms business but it also had a substantial aerospace interest) and to highlight liabilities in complex EU R&D contracts that they needed to understand

· Implementation of ERPs. Invariably, this is a requirement and at Bookham Technology I implemented their legacy system at the start of the assignment and then SAP four months later; this had interesting implications for the aerospace business because it wasn’t considered in the SAP implementation plan!
· Be aware that the acquired business may do things better than the new parent, and this represents a learning opportunity of which the parent may not be aware. Examples including Interconnect, Anker Systems (both management reporting) and Marconi Optical Components (manufacturing management and Six Sigma, as well as the aerospace business)
· Being able to handle the “soft” side, particularly if the new owners have not considered culture and change management. Bookham and Torex Retail were classic examples of this and to a lesser extent, DigiPos

· Never stop asking “why?”. At Trutex, this uncovered several opportunities for cost and efficiency savings throughout the business, not just in finance.
