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Naysayers — who's your Cassandra?
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In Greek mythology,
Cassandra was
cursed to utter
prophecies that
were true but that
no one believed.

© Copyright Joseph Feldman Associates Inc.



ofelalmare,

C ASSOCIATES

Who were reported as naysayers: Feedback on naysayers:
CEQOs - 5.6% Constructive — 48.6%
CFOs — 19.4% Substantiated — 20.7%
Sales/marketing execs — 10.2% Distraction — 19.8%
Operations execs — 27.8% Unhelpful/ignored — 5.4%
Board of Directors — 16.2% Ignored with regret — 1.8%
HR execs — 4.2% No naysayers — 3.6%

R&D execs — 6.9%
All other roles — 9.7%
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Constructive: Substantiated:
» “Opposition created a hurdle that » “Realistic opposition based on facts”
needed to be cleared with additional

data.” “Deep consideration provided to
atd: concerns”
* “Constructive tension helps ensure a

proper review.” * “Opposition was helpful as it forced

more organized analysis to specific

issues”
Distraction: Unhelpful/ignored:
* “Opposition is, in many cases, driven by ¢ “Opposition was discussed and senior
fear, which is a bad advisor.” leadership prevailed.”
* “Distraction in the beginning but * “Objections were considered to be
eventually people got onboard.” unhelpful and not ‘on the team.””

* “Listened to politely , then ignored.”

5

© Copyright Joseph Feldman Associates Inc.



ofelalmare,

C ASSOCIATES

Beware of Checklists!
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Wide, Wide World of Due Diligence

- Macro-economic conditions
Pricing power

Competitive response

Input price volatility Pricing policy Market environment

Specialty/strategic

suppliers
External , |
to Ta rget Commodity suppliers Distribution relationships Supply chain integration

Customer relationships Customer pipeline

Customer analytics

Receivables risk  Pending lawsuits, disputes

Inventory quality Union relations

“Facts/Figures” < »Subjective

IT infrastructure

Intellectual property New product pipeline

Sales/production backlog Organizational integration
FCPA compliance Operating capabilities
Credit policy/management .\ ologies  Cultural fit with buyer
Internal Insurance, risk management Emolovee relations
tO Target Tax compliance PioY Management competence

Management reporting

Accounting Shared vision

Capital spending up-

Environmental . . to-date or deferred?
Quality of Earnings

Incorporation

X Criminal background checks
documentation
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Quantification — Source of false
confidence
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Do you agree or disagree with
the following statement: “The
vast majority of risks in an
acquisition can and should be
quantified?”

Agree — 70% (119 of 170)
Disagree — 30% (51 of 170)

Of which, CEOQOs:
Agree — 88% (8 of 9)
Disagree — 12% (1 of 9)

“Quantified, probably not.
|dentified and handled
yes. Not all risks are
guantifiable but the result
of ignoring them certainly

7

IS.

Chief Executive
Officer
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“Not everything that
counts can be measured.
Not everything that can
be measured counts.”

Albert Einstein
1879 - 1955
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“One critical risk is organizational
assimilation and blending of
cultures. | am not smart enough to
attempt to quantify that in a sensible

7

way.

Chief Financial Officer
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“Numbers don't lie, but they often
don't tell the truth either.”

Joseph Kampf

Chairman and Chief Executive
Officer of CoVant

Former Chief Executive Officer
of Anteon International
Corporation

g
| Associates Inc.
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Culture and organization
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Which of the following best
describes the post-closing
surprises in your most recent
deal?

Organization, people — 30.3%

- Customers, products, markets —
28.8%

- Integration of systems, processes
—19.7%

- Operations, supply chain — 16.7%
- Legal or liabilities — 12.1%
n =66

JFA proprietary research

=
=
=
=

!

Assessing the true value of the
business you are buying

Possessing the management
capabilities to perform due

diligence and complete, integrate,

and operate the acquisition

Assessing the culture of the target

Assessing risks (e.g., operational,
cybersecurity) associated with
the acquisition

Dealing with regulatory issues

Identifying/sourcing the target

Accessing the capital needed for
the deal

Dealing with tax issues

Getting alignment from key
company leaders

ACQUISITION CHALLENGES
Abil'lt_y_ tp integrate the 14% 44%
acquisition
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National Center for the Middle Market
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Would some different pre-closing efforts have helped
identify the organizational/people surprise before closing?

Definitely — 34.0%
Possibly — 48.9%
Unlikely — 10.6%
Very unlikely — 6.4%
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“One thing a person cannot
do, no matter how rigorous
his analysis or heroic his
Imagination, Is to draw up
a list of things that would
never occur to him.”

Thomas Schelling

Nobel Prize winning economist
1921 — 2016
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“If | have seen further,
it Is by standing on the
shoulders of giants.”

Sir Isaac Newton
1643 - 1727
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Naysayers — who's your Cassandra?
Beware of checklists — solving the wrong puzzle
Quantification — source of false confidence

Culture and organization — deal challenge worth a fresh look
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