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System-Related Goals of
Acquisitions and Mergers

* Achieving economies of scale by consolidating core processes and
resources

* Leveraging infrastructure to effectively manage both company’s
operations

» Eliminating redundancies such as maintenance activities related to
customers and suppliers

* Blending automated processes to efficiently manage more business

o Streamlining customer management to promote cross-selling and
up-selling of more products

* Improving the quality and frequency of information to support
strategic business decisions

* Reducing cost of raw goods through the combined purchasing
power of the two companies
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Barriers to Achieving
Anticipated Cost Savings

Although merging companies usually have industry and
product similarities, they have many differences that
hinder the effectiveness of the consolidation to achieve
anticipated cost savings. These include:

Redundant operations with different business processes

Variety of automated systems with complex migration
Issues

Multiple data sources
Infrastructures based on different protocols
Company culture variables
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How External Consultants Bring Unique
Value to Acquisition Integration

Acquisition success is best achieved by streamlining the
Integration quickly so that the economies of scale and
operational effectiveness will be reflected in the bottom
line as early as possible. Two main reasons why
external consultants often have more success expediting
an integration plan:

— External resources have a certain level of detachment and
objectivity and are more open to embracing broader goals.

— Level of expertise and knowledge of best practice operations
from other companies, understanding of a variety of enterprise
architectures, and business process re-engineering are all
needed to most effectively merge the companies.
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What is an
Acquisition Integration Plan?

A strategic approach to mergers and acquisitions Is to
create an extensible foundation of infrastructure,
enterprise systems and processes that are repeatable
and quickly deployable.

— Provides a system and process foundation that can be leveraged
rapidly for mergers and acquisitions.

— May result in the selection of the best existing systems, or may
lead to the implementation of new systems that more adequately
meet the future businesses needs.

— Can be created for a future acquisition consolidation or with
more definitive information when an acquisition has been
identified.
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Acquisition Integration Assessment
and Deliverables

Assessment creates an integration plan that is realistic and effective.
Areas of review include the following:

— QOrganizational structure of company(s)

« Business units, lines of business, legal entities, sets of books, inventory
organizations, countries, languages, currencies

— Strategic goals
— Industry, market, and product overview

— Feedback about operational strengths, weaknesses, bottlenecks, and
redundancies

— Recommendations for focused areas of process improvement, prioritized
based on what will provide significant business benefits and the timing of
those benefits

— Architecture review — enterprise and disparate systems, nature of
connectivity

— Application systems analysis, version validation, patch levels, license
parameters

— ldentification of business domains supported by the architecture and
applications

Y
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Assessment Deliverables, continued

— Business process overview and gap analysis with supporting architecture
and applications

— Analysis of customer facing and supplier processes and systems

— Analysis of decision support reporting

— Impact of major system change projects in process

— IT resources and support capabilities for current and future systems

— Regulatory and legal issues affecting process and system integration

— Disaster recovery and high availability requirements

— Tactical options for near-term data consolidation and improved reporting

— Recommendations for a migration strategy to provide long-term superior
reporting capabilities

— Project plan, budgetary and timeline estimates, and approach for
acquisition integration
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Acquisition Assessment Methodology

ACQUISITION ACQUISITION ACQUISITION

STRATEGY METHODOLOGY METHODOLOGY
DISCOVERY DRAFT DELIVERY
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Sample Assessment

Y
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Acquisition Process

L Governing Guidelines

L Acquisition Decision

L Integration Profile

Planning & Control

Discovery

Update, Build, Test

Training & Acceptance

Production Integration & Ongoing
Support

Y
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Process Detalls

Governing Guidelines

Strategic goals and standards that are reviewed at the
beginning of each acquisition integration effort to facilitate
downstream planning and decision-making.

|dentified Governing Guidelines are shown below:

1. Cost - Standard

2. Purchasing — Centralized Standards and System

3. Order Management — Centralized Standards and System
4. General Ledger — <CLIENT> Standard

5. Financial Reporting — <CLIENT> Standard

6. Manufacturing — <CLIENT> Production System

7

8

9.

1

Human Resources — Centralized Standards and System
Information Technology — Centralized Standards and System
Logistics — Centralized Standards and System

0. Other Guidelines?
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Process Detalls

» Acquisition Decision — High Level

— Certain constraints and factors based on the nature of the
acquisition must be taken into account prior to dec iding the scope
and effort involved to integrate an acquisition.

Typical constraints and factors are shown below:

e Legal

* Facility & People Integration Level

e Time Line

e Domestic / International

e Others???

 |ntegration Profile
— The Integration Profile determines the overall proc  esses, level of

systemic integration, and possible physical integra tion (e.g.
bringing a production line in-house) as they relate to the
acquisition. Three primary profiles are:

 Keep Separate / Partnership
» Partial Phase In
e Full Absorption
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Process Detalls

* The following tasks are the high-level phases for
planning the project and follow an Oracle-centric
Integration methodology
— Integration Planning & Control

» Approach
* Resources

— Discovery

 Document Acquisition Structure

* Map acquired company processes to acquiring company processes
— Update, Build, Test

 CRPO thru UAT
— Production Integration & Ongoing Support
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Integration Planning Tools
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Future Business Systems
Functionality Map
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Future Systems &
Interfaces Map

GL DATA
I ERP SYNCH
GL DATA

HR FORMS
JOURNALS
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Reporting and
Organization Structure Approach
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Reporting
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High-Level Release 12 Implementation

e Set of Books Is now referred to as Ledger

e Accounting Structure
— Chart of Accounts
— Calendar
— Currency
— Subledger Accounting Convention (New in R12)

e Legal Entity
— Reflects legal corporate structure

— Utilized by Accounting Functions, E-Business Tax,
Intercompany, and Bank Account
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High-Level Release 12 Implementation

Primary Ledgers

— Legal Entities are associated with Primary Ledgers

— Primary Ledgers typically reflect your transactional accounting

— Primary Ledgers not associated with a Legal Entity can be used
for consolidation

Secondary Ledgers

— Secondary Ledgers can be utilized for statutory, management,
and/or consolidation reporting

— Mapping from Primary to Secondary Ledger(s) is defined in
General Ledger and is assigned in the Accounting Setup
Manager

When accounting is created, journal entries are
generated for the Primary Ledger and any associated
Secondary Ledgers based on the defined mapping rules
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High-Level Release 12 Implementation

e Ledger Sets

— All Ledgers in a Ledger Set must have the same
Calendar and Chart of Accounts

— Can Open/Close Periods, Create Journals, Translate
Balances, Reporting, and View Information across a
Ledger Set

— Improves Data Security, Reliability, and Consistency

A : B
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High-Level Release 12 Implementation

 Determine Structure of General Ledger

 Will the acquired company use same accounting
structure (CoA, Calendar, Currency, Accounting
Convention) as a current Ledger?

— New company can be incorporated into a current
Primary Ledger by adding a Legal Entity

— Journal Entries can be uploaded via WebADI
— Data conversion could be prohibitive
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High-Level Release 12 Implementation

Will the acquired company need to be maintained
In a separate Ledger?

— Create Primary Ledger with new Legal Entity

— Upload Journal Entries via WebADI

— Data conversion simplified

— Consolidation would have to be performed to facilitate
Enterprise-wide reporting during a stand-alone phase

— Once subledgers are implemented, Primary and
Secondary Ledgers and Ledger Sets can be utilized to
support security, data reliability, and processing
efficiencies
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High-Level Release 12 Implementation

« Use Secondary Ledgers and Ledger Sets for Consolidated Reporting to prevent the need
to perform balance transfer consolidations every period, and to obtain a cross-company
view of your organization

Note: This does not replace the consolidation process

* More information on R12 Financials and Subledger Accounting can be found at:
http://www.solutionbeacon.com/ind_pres.htm
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Order Your Copy Today!

www.solutionbeacon.com

Installing, Upgrading and The Release 12 Primer —
Maintaining Oracle E-Business Shining a Light on the
Suite Applications 11.5.10.2+ Release 12 World

The ABCs of Workflow for Oracle E—Business Suite
Release 11i and Release 12
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Free Consultation
Take the Risk Out of Complex Issues

Solution Beacon Specializes in:
« Upgrade vs. Re-implementation ¢ Globalization of

 Change in business structure the business

I .  Significant
Consolidation of instances or customizations

orgs L
L _ e Significant changes

* Acquisition Integration in functionality

* Inventory costing method « Data integrity problems, data
change archiving

e Chart of Accounts modifications ¢ Extensive third-party systems

« Calendar Change « Significant gap between releases

« Optimize project timeline * Changes in configuration
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Questions and Answers

Thank You!

Goetz Schmitz
aschmitz@solutionbeacon.com

wWwWw.solutionbeacon.com
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