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Introduction to Post-Merger Performance Measurement

Post-merger performance measurement is the systematic evaluation of how well a merger or
acquisition has achieved its intended objectives. It involves assessing various aspects of the

combined entity's performance against pre-defined benchmarks.

Why Measure Post-Merger Performance?

Validate strategic rationale for the transaction
« Identify integration successes and challenges
« Inform future M&A decisions

«  Provide accountability to stakeholders

. Guide corrective actions if needed
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Key Challenges in Measuring Post-Merger Performance

Establishing Causality Baseline Selection

Difficulty in isolating merger effects from other business factors and market Choosing appropriate pre-merger benchmarks and determining realistic
conditions expectations

Measurement Timing Data Availability

Determining appropriate timeframes for short-term vs. long-term Limited access to granular data, especially for private companies or specific
performance evaluation business units
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Financial Performance Metrics

Metric Description

Return on Investment (ROI) Measures financial returns relative
to acquisition cost

Earnings Per Share (EPS) Net income divided by outstanding
shares
EBITDA Growth Earnings before interest, taxes,

depreciation, and amortization

Synergy Realization Actual vs. projected cost savings
and revenue enhancements

Advantages

Direct measure of value creation

Widely tracked by investors

Focuses on operational
performance

Measures specific merger
objectives

www.snsgroups.com
Limitations

May take years to fully realize

Can be manipulated through
accounting

Ignores capital expenditures

Difficult to isolate from other
factors

Financial metrics provide quantifiable measures of performance but should be complemented with other indicators for a comprehensive assessment.
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Operational Performance Metrics
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Key Operational Indicators

. Market share growth or retention

. Customer retention and satisfaction rates

. Employee retention and engagement

. Operational efficiency (e.g., cycle times, throughput)
. Supply chain integration metrics

. Product development timelines

. Quality indicators and defect rates

Operational metrics provide insight into how well the combined entity functions on a day-to-day basis and can
reveal integration challenges that financial metrics might miss.
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Strategic Performance Metrics

Innovation Metrics Competitive Position Capability Enhancement

* New product development rate e  Market share changes « Talent acquisition and retention
 R&D productivity «  Competitive response « Technology integration

« Patent applications * Industry ranking shifts « Knowledge transfer effectiveness
«  Time-to-market improvements *  New market entry success * New capabilities developed

Strategic metrics assess whether the merger has achieved its long-term strategic objectives beyond immediate financial gains.
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Measurement Timeframes

Pre-Close (0 months) Medium-Term (1-3 years)

Establish baselines and set clear, measurable objectives for Evaluate operational synergies, cultural integration, and
the transaction initial strategic benefits

Short-Term (1-12 months) Long-Term (3+ years)

Focus on integration milestones, immediate synergies, and Assess full strategic value, market position improvements,
maintaining business continuity and sustainable competitive advantage

Different metrics are appropriate at different stages of the post-merger journey, with a progression from integration metrics to strategic value metrics over time.
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Balanced Scorecard Approac

Financial Perspective

ROI, synergy realization, cost savings, revenue growth

Customer Perspective

Customer retention, satisfaction, cross-selling success, market share

Operational efficiency, integration milestones, quality metrics

Learning & Growth Perspective

Employee retention, cultural integration, capability development

| Internal Process Perspective
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Case Study: Disney-Fox Acquisition (2019) o
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Transaction Overview
In March 2019, Disney completed its $71.3 billion acquisition of 21st Century Fox's entertainment assets.
Performance Metrics Used

. Streaming subscriber growth (Disney+)

. Content library expansion

. Box office performance

. International market penetration

. Synergy realization ($2B+ annual cost synergies)
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Disney + Fox:
Streaming without borders

Results (2019-2022)

Disney+ launched successfully with Fox content, reaching 152.1 million subscribers by Q3 2022. However, integration
challenges and pandemic impacts led to slower-than-expected synergy realization. The acquisition strengthened Disney's
competitive position against Netflix and Amazon.

23BBE735-MERGERS AND ACQUISITIONS Dr.K.Premalatha 10/20



Case Study: Microsoft-LinkedIn Acquisition (2016)
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Transaction Overview

Microsoft acquired LinkedIn for $26.2 billion in 2016, its largest acquisition at that

time.
Performance Metrics Used

*  LinkedIn membership growth
*  Revenue growth and diversification
*  Product integration success

*  Cross-selling opportunities

Long-Term Results

LinkedIn's revenue more than tripled post-acquisition (2016-2022). Membership
grew from 433M to 850M+ users. Successful integration with Microsoft 365 created

new revenue streams while maintaining LinkedIn's independent culture and brand.
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Case Study: Amazon-Whole Foods Acquisition (2017)
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Transaction Overview Performance Metrics Results (2017-2022)

Amazon acquired Whole Foods for $13.7 billion in Store traffic, Prime member adoption, online grocery  Amazon successfully integrated Prime benefits,

2017, marking its entry into brick-and-mortar sales, price competitiveness, supply chain efficiency  lowered prices, and expanded online grocery

grocery retail. delivery. However, cultural integration challenges
emerged, and grocery market share gains were
slower than anticipated.
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Sector-Specific Performance Indicators

Industry

Technology

Financial Services

Healthcare

Manufacturing

Retail
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Key Performance Indicators

R&D productivity, patent generation, talent
retention, product integration

Cross-selling ratio, customer retention, regulatory
compliance, cost-income ratio

Patient outcomes, clinical trial success, regulatory
approvals, reimbursement rates

Supply chain integration, capacity utilization,
quality metrics, time-to-market

Same-store sales, omnichannel integration,

inventory turnover, customer loyalty
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Example Merger

Salesforce-Slack (2021)

Morgan Stanley-E*TRADE (2020)

CVS-Aetna (2018)

United Technologies-Raytheon (2020)

PVH-Warnaco (2021)
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Common Post-Merger Performance Pitfalls

Overemphasis on Short-Term Metrics Neglecting Cultural Integration Metrics

Focusing too heavily on immediate financial results can lead to decisions Cultural clashes are a leading cause of merger failure, yet cultural

that harm long-term value creation. integration is often inadequately measured.

Confirmation Bias Failure to Adjust for External Factors

Selecting metrics that confirm pre-existing beliefs about merger success Not accounting for industry trends, economic conditions, or competitive
rather than providing objective assessment. actions when evaluating performance.
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Best Practices for Measuring Post-Merger Performance

Before the Merger Long-Term Evaluation

. Establish clear, measurable objectives . Evolve metrics as integration progresses

. Create detailed baseline measurements . Compare performance against multiple benchmarks
. Develop a comprehensive measurement framework . Conduct regular post-mortem analyses

. Set realistic performance targets and timelines . Document lessons learned for future transactions

During Integration

. Track integration milestones and early warning indicators
. Maintain measurement discipline and consistency
. Communicate progress transparently to stakeholders
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Advanced Analytics in Post-Merger Performance
Measurement

oll0 &5

Predictive Analytics Network Analysis
Using historical data to forecast future performance and identify potential Mapping organizational relationships and communication patterns to measure
integration challenges before they occur cultural integration and identify collaboration barriers

&

Real-Time Dashboards Al-Powered Sentiment Analysis
Developing dynamic visualization tools that provide up-to-date performance Analyzing employee, customer, and market sentiment to gauge perceptions of
metrics across multiple dimensions the merger and identify emerging issues

Advanced analytics tools can provide deeper insights into post-merger performance and help identify issues that traditional metrics might miss.
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The Role of Governance in Performance Measurement

Effective governance structures are essential for objective and consistent post-merger performance
measurement.

Key Governance Elements

. Integration Management Office (IMO) with clear measurement responsibilities
. Regular review cadence with executive leadership

. Independent validation of performance metrics

. Stakeholder communication protocols

. Accountability mechanisms for synergy realization

. Escalation paths for performance issues

Strong governance ensures that performance measurement remains a priority throughout the integration

process and that results are acted upon appropriately.
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Emerging Trends in Post-Merger Performance Measuremen
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ESG Integration Agile Measurement
Incorporating environmental, social, and governance metrics into post-merger More frequent, iterative assessment cycles with the flexibility to adjust
performance evaluation metrics as business conditions change

D Q

Digital Transformation Metrics Ecosystem Impact
Specialized indicators for measuring digital capability enhancement and Evaluating how the merger affects the broader business ecosystem, including
technology integration success partners, suppliers, and complementors
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Key Takeaways T
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Align Metrics with Strategic Objectives

Measurement should directly connect to the strategic rationale for the merger

Balance Multiple Perspectives

&6

Combine financial, operational, strategic, and cultural metrics for comprehensive assessment

Evolve Metrics Over Time

it
Shift from integration metrics to strategic value metrics as the merger matures
Establish Strong Governance
D Create clear accountability and review processes for performance measurement
Learn and Adapt
[ Use measurement insights to continuously improve integration and inform future

M&A decisions
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