m&a due diligence

[Certification Workshop}

EXECUTIVE EDUCATION



Complications from poor due diligence make it the granddaddy of all
merger mistakes. It wipes out more market cap than any other lapses in
the entire acquisition process. Given its unrivaled destructive power, due
diligence is the phase in M&A where improvements will make the most

dramatic impact on financial results.

Faulty strategic thinking, executive
hubris, incompatible cultures, and
badly planned integrations get a bum
rap. They receive an undue amount of
blame for poor M&A performances.

Ineffective due diligence is the true
culprit behind most acquisition fail-
ures. Shoddy homework on the front-
end of a deal negatively impacts
practically everything that follows it.
So much rides on the due diligence
process. The information collected

and analyzed informs the decision to
acquire, the terms and structure of
transaction, and the post-acquisition
plan.

When acquirers miss red flags that
signal serious danger, they enter deals
unaware of what they are actually
buying. Therefore, they are more likely
to overpay. In cases when the premi-
ums paid are too high to be recouped,
a merger is dead. It has failed even
before the ink dries on the deal.



Acquirers must operate with limited information in a tight timeframe. And if
they slip up in a crucial area, they could be haunted by the mistake for years.

There are no do overs in due diligence.

PRITCHETT s five-day Due Diligence Certification Workshop teaches a well-defined
methodology that streamlines and improves the quality of pre-deal investigations. Our at-

tendees learn how to efficiently get to the truth on what truly matters. We help them de-
velop a sixth sense, an ability to spot key issues that an untrained eye would overlook.
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1. Foresight

Due diligence investigations, even very
thorough ones, will not identify every acqui-
sition risk. All acquirers endure at least a few
post-merger “gotchas.”

Our M&A Due Diligence Certification Workshop
shows attendees ways to see around the trick-
iest, most dangerous corners and avoid the
most expensive surprises.

2. Portable

All due diligence examinations are different ...
and the same. While each is different, the
underlying procedures for prioritization, issue
resolution, scheduling, collaboration, resource
allocation, risk management, and reporting
remain the same. Our methodology focuses
on the processes common to all deals. Acquir-
ers can transport our tools and rules from one
transaction to the next. They do not need to
reinvent the wheel when they follow our proven
approach.

3. Holistic

Sometimes specialists dive so deep into
their own assigned areas of review that they
lose sight of the big picture. Our training helps
professionals view deals through a wider lens,
one which cuts across functional disciplines
such as corporate development, legal, human
resources, accounting, sales and marketing,
information technology, integration planning,

strategy, and valuation.

When due diligence reviewers understand the
meaning of the information gathered by other
teams, they can more easily see an overarching,
comprehensive view of the target company. An
M&A specialist who clearly sees the forest, not
only the trees, offers more enriched insights on
a transaction.

4. Rigorous

As deal makers become more involved in a
deal, they can lose a sense of distance and
perspective. Sometimes, they even come
down with acquisition fever—a desire to pro-
ceed with the transaction even in the face of
mounting evidence that it should be ditched.
We subject deals to tough, balanced reviews
by respected decision makers, including
operating managers, who weren’t involved in
the initial stages of the acquisition process.
Our system of formal checks and balances
suppresses acquisition fever so a target’s
valuation is more likely to be on the money.



5. Insightful

Many false but widely held beliefs un-
dermine the effectiveness of due diligence
programs. Our training program offers a
fresh perspective, the hard truth.

Attendees learn why:

® Most post-merger prob-
lems take root prior to
close

¢ Due diligence is the first
phase of an integration

e Financial statements are
not the most valuable
source of information

¢ Due diligence can go too
far

e Great businesses can be
awful investments

® The true acquisition cost is not the acquisition
price

e Culture due diligence in the wrong hands
does more harm than good

e Examiners should turn over stones and
ignore the rubble

® The best acquirers can summon the courage
to ditch a deal at the last minute

e “Things” do not work themselves out natu-
rally after close

6. Developed and Delivered
by Experts
The professionals—M&A attorneys, invest-
ment bankers, and specialists in strategy, HR,
IT, integration, and valuation—who teach our
course also helped develop our methodology.
They distilled the workshop’s best practices
from thousands of hard-core M&A projects.

Our instructors have been
around the block, in fact,
many blocks in virtually all
industries. They have seen
it all - the good, the bad,
and the ugly ... and the
scary ugly. They share
colorful stories on how
M&A due diligence can
reveal the best and worst in people and
companies.

7. Fast

Due diligence reviewers must cover a lot of
ground at a fast clip. We provide common data
gathering templates, assessment instruments,
procedures, reporting formats, and valuation
models to accelerate the investigation process.
Teams that use our tools can swiftly get their
arms around potential synergies and integration
challenges.



8. Diligent
Integration planning should start before a deal closes to properly assess the level of difficulty in
combining organizations. This planning process usually indicates, more accurately than due

diligence alone, whether an acquirer and target will fit together or be like a round peg in a square
hole.

The single best way for an acquirer to ensure a nice fit is to buy the right company.
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9. Strategic

Acquirers almost always expect top-line

growth from their acquisitions. Our sales

and marketing examination process vets the
assumptions underlying anticipated revenue
gains. If the merged company’s projected
growth rates do not hold up under scrutiny, then
the logic for the acquisition probably does not
either.

10. Top-Down and Objective-Driven
The answers to standard checklist questions
are more likely to reveal whether a business
looks good than whether it is a good invest-
ment. We instruct due diligence teams to
prioritize inquiries based on the value

drivers and potential pitfalls

peculiar to each transaction.

Our  top-down  targeted

method, unlike a generic

checklist approach, digs to the

right depth on issues of material

consequence to a deal.

11. Coordinated

As due diligence reviewers gather information
from various sources, new questions will arise
that trigger changes in the direction and depth
of the investigation. Our approach includes
mandatory, frequent, cross-functional meetings
where teams share their notes and findings. A
well-orchestrated collaboration process reduces

the chances of people veering off on
tangents and chasing the wrong priori-
ties.

12. Efficient

Ever wonder why so many hard-nosed execu-
tives dismiss culture as a lightweight business
matter? It's because the vast majority of cultural
issues are so inane. Think of them as “cultural
noise.” In the overall scheme of corporate per-
formance, they don’t carry any significant weight.

Meanwhile, a handful of culture characteristics
wield make-or-break influence over a company’s
future. Our methodology identifies the 5% of
cultural factors that account for most of
an organizations’ operating success
and therefore warrant close examina-
A tion. Acquirers should disregard cul-
tural features too trivial to harm the

bottom line.

13. Actionable
Typically, cultural assessments are a waste of
time because acquirers don’t know what to do
with the information they gather. Our training
explains how to turn mission critical data into
intelligence that feeds “go/no go” decisions,
negotiations, valuations, and integration plans.

diligence



14. Clear

Our M&A Due Diligence Certification Workshop reduces the likelihood of post-merger misery and re-
morse. Attendees learn which actions under what circumstances will “derisk” deals. The best due
diligence professionals address issues rather than merely identifying them.
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15. Targeted

Initially, due diligence reviewers should cast a
wide net because major risks may lie across a
broad area. But they should quickly narrow their
focus as they confirm or adjust their original
assumptions.

Our training teaches participants what questions
to ask in order to zero in on the issues pivotal to
the deal’s success. We emphasize a targeted
rather than sweeping approach to data collec-
tion. More information simply distracts when it’s
meaningless minutiae.

Good due diligence requires knowing what
materials to skip over so critical questions can be
studied more carefully. A level of appropriate
trust on trivial matters allows the time for a
deeper exploration on key issues.

16. Balanced Perspective

Due diligence reviewers should search for both
synergies and skeletons. Acquirers who focus
on detecting only problems are using the due
diligence process for a fraction of its promise.
We train attendees how to discover strengths
that can be leveraged-e.g., best practices, top-
notch talent, and innovative processes. Some-
times, the richest opportunities are hidden gems
that even the deal makers had not envisioned.

17. Optimization of Resources

Practically every business has some customers
that exact concessions, soak up attention, and
pay too little for what they receive. Our insightful
methodology determines which target company

customers should be given less consideration
or phased out entirely, and which merit greater
investments. Value can be created just by re-
deploying resources to more productive uses.

18. Objective

A critical and politically charged integration task
is deciding how to staff a new combined com-
pany. We teach attendees how to develop a
penetrating, objective assessment of strengths,
weaker points, and potential of key players in
merging organizations. Our instruction helps
acquirers assign the right people to the right
jobs quickly in a fair-minded, professional
manner.




Dut
DILIGENCE
PLANNING,

QUESTIONS,
IssuEs

Shaping
Corporate Culture

Th Alisin (bl Ay

S T TR -

19. Thought Leadership

More than 1 million copies of our authors’ books
have been sold. Each attendee receives the
above titles.

Participant materials also include due diligence
instruments, checklists, tools, road maps for
effective use of findings, interview protocols,
and reporting formats.

20. Backed by Hard Data

A New York Times article summed up the
conventional wisdom on the success rates of
corporate marriages:

“Most mergers fail. If that's not a bona fide fact,
plenty of smart people think it is. McKinsey and
Company say it's true. Harvard too. Booz Allen
Hamilton, KPMG, A.T. Kearney, the list goes on.
If a deal enriches an acquirers’ shareholders,
the stats say it's probably an accident.”

If this were true —if M&A were a loser’s game—
why do CEOs continue to play it? Why do they
still pursue acquisitions? Because they don’t
buy into the gloom and doom. The failure sta-
tistics are grossly exaggerated. The majority of
mergers do not destroy shareholder value.

Certain types of mergers at certain times, but not
all mergers, are most likely to generate negative
shareholder returns. In the workshop, we ex-
plain which deals are riskiest and where their
areas of greatest vulnerability lie. Our insights
are backed up by rock-solid, unbiased research.
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Align the due diligence review with the deal’s purpose
Apply a flexible, scalable, comprehensive due diligence
methodology

Instill discipline and structure into the investigative
process

Set up a process that fosters cross-functional coordina-
tion and analysis

Develop a road map for the investigation

Master proven due diligence tools, techniques, and best
practices

Discover problems and opportunities, then accurately
weigh their implications

|dentify data pivotal to the deal’s success

Remove the adrenalin from the deal

Workshop Objectives

Hone in on what most clearly determines a company’s
value

Validate the key assumptions in each area of review
Test and retest the value proposition underlying the
transaction

Examine synergies under a cold, hard light

Develop razor sharp cultural insights

Identify key talent and lay the foundation for effective
onboarding and talent retention

Distinguish deal breakers from deal modifiers
Determine actions to address major unknowns and key
risks

Achieve the best possible mix of “due diligence” and
“purchase agreement” to minimize risk

Ensure all the stars are aligned before a deal is signed
Turn the due diligence process into a distinct competitive
advantage



Due Diligence Certification Workshop Agenda

Introduction

Reviewing traditional practices in due diligence:
a harsh critique

Understanding the strategy/culture interface
Examining the use and abuse of checklists

Staging the Due Diligence Process

Clarifying the deal’s risks and value drivers
Communicating explicitly the assumptions that
underlie the transaction

Selecting and prepping the due diligence teams
|dentifying what needs to be done, by when, and
by whom

Establishing materiality thresholds and deal-killer
requirements

Understanding the most common hidden risks
Synchronizing culture analysis with the overall
dealmaking/due diligence effort

Creating the deal’s due diligence plan

The Mechanics of Due Diligence

Focusing on the mission critical issues

Using key data-gathering tools, techniques, and
virtual data rooms

Tailoring checklists for each area of review
Walking the floor of the target’s operations
Reviewing due diligence best practices by area
(i.e. Accounting, Culture, Valuation, Legal, Sales
and Marketing, Information Technology, Human
Resources)

Managing external resources
Most common mistakes in gathering culture
insights

Data Analysis/Actions

Vetting strategic assumptions early in the process
Reviewing documents to detect major risks
Probing deep into areas of concern during inter-
views

Getting past the B.S. and baloney

Detecting culture traits that sabotage synergy
goals

“Know thyself”: The need to understand your
own company’s culture

Spotting value-creation opportunities

Assessing the size, timing, and value of synergies
Determining the stand-alone value of the target
and walk-away price

Consolidating data, making inferences, and
drawing conclusions

Providing insights that give deal makers a nego-
tiating edge

Advising the Integration Management Office
(IMO) on sensitivities/priorities

Translating due diligence findings into actions
Capturing lessons learned



Previous Participants of PR | TCHET T
merger Workshop Sipatast

Abbott Laboratories
Accor North America
ACIST Medical Systems
A.G. Edwards

Airbus

Alberto Culver

Alcon Labs

AON Risk Services
Banner Pharmaceuticals
Bayer Healthcare
Bashas’ Inc.

Bonness

California United Bank
Caterpillar

Cephalon

Citco Fund Services
City of Hope
Convergys

Cytec Industries Inc.
Digital Globe

Domtar

Dow Chemical

EADS France

Embarqg

EMC

Emergent Biosolutions
Entegris

Exelis

ExxonMobil

Facebook

Faurecia

Freeway Insurance Service
Fujitsu

General Dynamics AlS
Global Contractors
Golder Associates
Granite Construction
Grifols

Goodrich

Halliburton
Hewlett-Packard
Hostelling International USA
ITC Infotech

Kent Hospital

King Pharmaceuticals
Knowles Electronics
Kuraray America

Life Technologies
LifeSpan Technology
Lord & Taylor

Kraft Foods
MANN+HUMMEL
McAfee

McKesson Corporation
Merck & Co.

Micron Technologies
Microsoft

Mount Sinai Hospital
National CineMedia
Nationwide

Novell

Nycomed France
Omron Europe
Orange

Paychex

Pfizer

Phillips 66

Plaza Bank

Raytheon

Red Hat

RTI International Metals
RuffaloCody
Sanofi-Aventis
Schering Plough
Scientific Games
Scripps Networks
Shire Pharmaceuticals
Sigma-Aldrich

SGL Technologies
Solvay

Spectrum Health
Sterling Commerce
Stryker Instruments
TGS

Thomas & Betts
Toyota Tsusho America
TransUnion
Upsher-Smith Laboratories
U.S. Bank

Vantiv

Varian Medical Systems
Verizon Wireless

Verso Paper

Volcano Corporation
Wachovia

Wells Fargo

World Bank Group
Wyeth

York Insurance Services



Registration Info

Contact
For more information call PRITCHETT at 800-992-5922.

Location
The Due Diligence Workshop is conducted at client sites.

Continuing Professional Education
PRITCHETT, LP is registered with the National Association of State Boards of Account-

ancy (NASBA) as a sponsor of continuing professional education on the National Reg-
istry of CPE Sponsors. State boards of accountancy have final authority on the
acceptance of individual courses for CPE credit.
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