Merger & Acquisition
A guide to the initial steps 
& Action Plan
A four-stage approach 

The time pressure and scope inherent in consolidating Banking operations and functions resulting from merger and acquisition activity challenges the most seasoned Banking executives. Proper methodologies and disciplines must be firmly in place to assure uncertainties do not bloom into worst case scenarios.  The proper consolidation methodology will help guarantee that: 

· Adverse impact to customers, shareholders, and employees is avoided and/or minimized 

· Risks are mitigated before they become issues

· All aspects of migrating the new bank are addressed, including delivery channels, product strategy, online Banking, financial reporting and communications 

· Dependencies resulting from current projects are understood and managed. 
Constructing a solid framework for success 

A cursory glance at the above reveals a distinct emphasis on planning. Indeed, 50 percent of the process (two out of the four rendered stages) is devoted to it. “Having all your ducks lined up in a row” is the oldest of business clichés,

but it applies to merger activities in abundance. Before initiating the project, a framework has to be designed that can support its considerable heft. Just as important, the blueprint for this framework must be shared with participants in order that they may attain a solid understanding of what is expected of them. 

The merger blueprint takes into consideration all potential impacts to the bank environment. This includes best-practice processes and workflows for critical operations, applications, and systems for each bank. In addition, all

Banking products have to be assessed; a realistic appraisal of the work needed to meet goals must be produced; and a contingency for ongoing oversight to manage the project and the reporting to support it should be outlined. 
The workload is imposing; it depends upon the width and breadth of staffing expertise across both organizations. Unlocking this know-how is tricky; it takes discipline and coordination but requires an objectivity likely impossible to find within either bank. Getting the most out of all involved parties while driving the initiative forward with a broad, unified perspective requires personnel with a set of skills not inherently endemic to the financial services industry. For this reason it is recommended that a qualified independent arbiter – in the role of program manager – be introduced into the mix from the initiative’s outset. 

THE INDEPENDENT ARBITER/PROGRAM MANAGER 
The participants in a merger/consolidation tend to imprint their own bias upon it. An IT department head emphasizes the importance of merging data formats. A vice president of human resources is convinced uniform work rules and standards are the overriding concern. The marketing department dwells on its plan for uniform branding and positive public spin. Add the challenge of migrating one organizational culture into another and such inter-departmental, inter-organizational disconnects might well result in an unmanageable situation. Diverging perspectives argue loudly in favor of an independent arbiter. 

The right candidate is the central cohesive element to the initiative – the glue that holds the structure together through its formative stages and one that keeps participants focused on business issues and the principles guiding the merger (see next section). In addition he or she

helps the merged Banks mediate through difficult HR issues such as who stays and who goes, decisions with a lasting impact. This individual typically stays involved for the life of the initiative, and sometimes 30-60 days beyond. 

The responsibility for recruiting the program manager falls to the CEO and executive board of the acquiring bank. Their candidate needs to possess a thorough understanding of the financial services industry with experience in what the acquirer is trying to achieve through the acquisition – be it expand their deposit base, increase their geographic presence, boost their lending business, or any combination of these and other objectives.

The independent arbiter should also be versed in project management and the art of negotiation, in addition to having a thorough understanding of the financial services industry. “Soft” characteristics such as openness, the

ability to probe, and a facility to articulate problems and concerns are always helpful. Selecting the right independent arbiter is one of the most important parts of the process and truly the first step to a successful merger; even a kick-off meeting cannot proceed until one is in place.  

Guiding principles 
Before diving into the required nuts and bolts work, the program manager should identify and document guiding principles to be communicated to the various teams. These standards help keep the organization on track and 

promote effective decision making during the most difficult parts of the merger. The proper set of principles assures exposure to risk is minimized, and that justification for decisions is clear (and documented) should outside inquiry arise. In addition, they assure that key success factors (see sidebar) remain on center stage and are not ignored or forgotten. Essential drivers behind any set of guidelines include: 

· Understanding that customer-driven results should lie at the core of every merger. Well-defined, documented, customer-focused, and measurable changes are priority number one, with business involvement and buy-in at all levels across all bank departments a must 
· Ensuring that the program manager, steering committees, etc. (see next section) have the skills, motivation, and freedom to deliver the required results
· Encouraging partnerships interdepartmentally and externally, and optimizing relationships across both organizations for the benefit of the initiative. This includes the promotion of information exchange between key staffing, regardless of employer 
Carefully integrating and developing available solutions as well as creating new ones that encompass consistent processes, roles, and technology that lead to the delivery of customer, employee, shareholder, and community value of its intended recipient. Any other use, distribution, copying, or disclosure is strictly prohibited. 
Establishing accountability and ownership for project from day one 

Balancing long-term goals for the with the short-term business imperatives 

Promoting the leveraging of knowledge whenever and wherever possible to catalyze the effort 

Team structure 
THE STEERING COMMITTEE
The independent arbiter, though empowered to push the initiative forward, should assemble a steering committee consisting of the CEOs from both Banks, someone from the legal and/or finance department (or both) and (typically) back office representation to analyze overall operations, someone from the retail organization to look at the branch structure, and someone from HR to review compensation differences, salaries, etc. 

This committee will remain intact throughout the life of the project’s rollout, and function at a high level, providing oversight as necessary. It is expected to provide adequate foresight to ensure a proactive approach when dealing

With areas such as customer impacts and potential business down time. 

The committee’s initial task, however, is to help the program manager create a team structure that allows the initiative to move forward efficiently. They define the roles and responsibilities for each. In turn, the teams, once created, are responsible for putting together their own individual plans, which will eventually be rolled into one under the guidance of the program manager.

TEAM ROLES AND RESPONSIBILITIES 
The team structure is hierarchical, with different levels consisting of different degrees of granularity. Each team, including the steering committee, should be assigned concrete deliverables. The project teams (see Figure 4) will be responsible for more focused deliverables, whereas the program manager and steering committee will be tasked with high-level deliverables (see sidebar). In every case, progress toward goals will be measured and achievement determined.   

Model team structure for the consolidation process. 
The steering committee functions at a high level (with the exception of the program manager who remains involved on a daily basis, if needed). After helping to identify and assign team members and form the structure, it meets at predetermined times with program management to provide input and leadership and receive an overview of progress and notifications of issues as they arise. The responsibility for ongoing administration of the initiative rests with program management. As the above chart shows, these individuals keep the program on target and hold status meetings frequently – usually on a weekly basis for 60-90 minutes – with the project team leaders who are carrying out the majority of the “hands on” development work. This creates a kind of dual reporting structure as each individual team continues to retain accountability to the program manager.
Project teams are defined by function and are assigned – in the beginning at least – the task of drawing up a plan for their individual sectors of responsibility. These function-specific plans are the source material for the complete plan the program manager facilitates to cover the entire initiative. Each team-specific plan drives the content of the weekly status meeting. 

A typical project team matrix appears in further on in this summary. Team leaders are culled from a pool of department heads that are adept at being day-to-day managers. The personnel filling out each square in the grid are business and subject matter experts.  
Typical Project Team Grid. 
This configuration underscores the philosophy that no single department drives the program – that is, no individual area exerts an undue influence over the proceedings. Today’s banks sometimes falls into the trap of looking at the entire initiative as one large data conversion instead of taking the time necessary to look at operational convergence. The structure described here provides the best assurance that a complete functional perspective is maintained. 

COMMUNICATIONS 

The communications teams interface across functional teams. Their purpose is to establish standard communication procedures for all project teams, ensure that clear and consistent messages are delivered to all areas of the project, and facilitate the collection of information from project teams to be used for external communication purposes. While the meeting schedule is laid out and executed by the program manager, the communication team participates in all meetings to glean information needed for communication pieces, external and internal. 

There are typically two communications teams. The first is for internal communications and consists of one person from each of the Banks and the program manager. The goal of this team is to ensure that personnel in both 

organizations understand what is taking place and what is expected of them. They also make sure the appropriate information is being distributed through meetings. This group crafts and delivers periodic updates on the progress of

the project, certain milestones that have been reached, information that staffing needs to operate during conversion

weekend, etc. 

The second communication team handles external communications. It typically consists of a marketing person from each of the Banks and the CEOs. Their goal is to craft and distribute customer communications. CEOs review all materials for accuracy and effectiveness, a critical function given that the documents contain sensitive information about such issues as potential customer disruption resulting from changes to product offerings, interest rates, bank operating hours, etc. The external communications team may extend to personnel outside of the CEOs who also are tasked with reviewing the documents for accuracy depending on the message, branch, operation, or specific facility. Common meetings and frequency of communication activities within a consolidation initiative are detailed. 
Typical meeting schedule. 
QUALITY ASSURANCE MEETINGS 
As discussed a quality assurance meeting takes place in addition to the monthly steering committee meeting and the weekly status meeting. The quality assurance meeting is scheduled every six to eight weeks with

interim updates as needed. Again the program manager plays a key role. Key stakeholders, including the steering committee, are encouraged to make contributions. 

The quality assurance meeting exemplifies the kind of checks and balances that should be in place during an initiative. Though somewhat less formal than the other initiative meetings, it provides the participants with a chance 

to take a step back and review whether appropriate focus is being retained on goals and if acceptable progress is being made toward realizing the deliverables that are central to the project. This means making sure that timeliness, accuracy, and adherence to the guiding principles are being met. 

The kick-off meeting 
· Before the meeting schedule can be activated, a kick-off meeting 
· the official start of the consolidation must occur. 
· Every aspect of the initiative is reviewed by the steering committee and program management team and 
· if deemed necessary 
· by attendees from specific project teams. A consensus on the general composition of the initiative is achieved, and program components such as communication lines, schedules, and the updating of project lists is reviewed. Though heavily attended, this meeting does not have to be long. 
The program manager and steering committee know its objectives by this time; they simply have to communicate them. Overall program goals that might be communicated during this time surround the importance of:

1. Providing a positive experience for clients 
2. Avoiding adverse impacts 
3. Ensuring the merger is a transparent and seamless experience 
Being fiscally responsible to shareholders 

1. Maintaining momentum in the market 
2. Maintaining the bank’s value and positive financial position
3. Continuing to have employees engaged and committed to their jobs and the bank
4. Continuing to be a recognized community participant 
5. Creating a synergy for growth in the future critical milestones and completion dates can be reviewed, as well. Such targets might include:

· HR planning completion

· Conversion tape cut 
· Program planning completion
· Product strategy completion
· All project initiations
· Application mapping completion 
· Close of the deal 
· Coding completion 
· Testing complete/stabilized
· System/data conversions completion 
· Migration completion

Acclimating Personnel to a New Mindset 

It typically takes time to induce project teams to function as a cohesive whole. Members are used to working within their own sphere with a finite set amount of accountability. A holistic program management approach that 

champions cross-department interactions and dependencies is likely outside the comfort zone of these individuals, highly qualified though they may be. They are prone to offer, “I know what I am doing,” but in the merger/consolidation context they may not and can underestimate the tendency of mergers to propagate “domino effect” scenarios, wherein one event touches off several others that are difficult to anticipate. 

For example, check sequences may seem like a solution to the problem of resolving duplicate check numbers from two different organizations, but what kind of impact will such a change have on processing costs and efficiency or the time and effort needed to communicate the change to a customer? What about something simple like changing the hours of the business? Will it affect courier and vendor relationships? Or the dispersal and change of key and alarm codes?  Anticipating such far-reaching effects comes through experience and acclimation. It certainly won’t be achieved after the orientation at a kick-off meeting. 
Those designing the merger should expect the acclimation to occur over 

an average of four status meetings, or approximately one calendar month. And they must put mechanics into place that help manage disputes.

Dispute management 
Given the sensitive nature of a bank merger/consolidation, even the best laid plans can result in difficult-to-resolve conflicts. An issue as fundamental as bank branding – which at first glance looks like a single finite concern – can serve to inflame literally dozens of touch points, many with the potential to affect the customer adversely. 

The forward development of the initiative will slow significantly if allowed to fall prey to complex disputes whose fabric may shift without warning. The program manager has to control this: part of his or her job must be the 

introduction of a methodology that can resolve points of contention quickly and provide “win-wins” when possible. The desired tool set should simplify complex issues, support streamlined decision processes, facilitate conclusive

decisions with a high degree of participant buy-in, and include any number of innovative components, techniques, and materials for team working, information gathering, idea generation, analysis, assessment, and decision-making. It must remain with the project for its duration.

Though proven tactics, success is dependent upon the program manager’s effectiveness as a facilitator. If the strategy is to collect simple, concrete statements from the team and write them down on a flip chart in an effort to

come to an objective resolution, then the program manager has to make sure that the neutral, non-judgmental environment key to the success of this approach is maintained. Often, this can be supported by the shared

understanding, during the session, of simple but potent rules, such as be positive, focus on the objective, conduct one conversation at a time, listen to each other, let each speaker complete their point, and “silence means consent.” 

An Objective Eye to Provide Best Guidance 

The critical role of the independent arbiter/program manager is evident. Finding the right candidate can prove difficult given the blend of skills required.  An objective eye to provide best guidance at the birth and through the development of the initiative?  
The overall team must develop the planning framework required, including the creation of a detailed project plan, building the structure and managing the acquisition based upon that structure. 
If desired, the planning framework and detailed project plan can be re-used for future acquisitions. 

Along the way best practices are applied to key program and project management components so that risk and other compliancy concerns are completely addressed. 
In addition the program manager, must facilitate, drive, and execute the planning and design of the project. These include senior level consultants with operations, branch, and lending subject matter expertise; subject matter experts with knowledge in systems and integration; and fraud risk specialists. 

The goal of a merger/consolidation initiative is to make your bank more efficient and assure value growth. Strong management will can get the project off the ground quickly, while keeping it firmly under control so that it can be executed correctly and materialize as the advantage the bank
envisions it to be. 
Appendix 1: Finding Common Ground 

Mergers and consolidations beg the question: Can different businesses with their own cultures, rules, and processes successfully marry? Taking a look at the common business drivers that can be shared between financial institutions can provide some much needed perspective:

Common business drivers between Banks, the strategic responses to them, and the technology initiatives that develop out of them. 
Program Management Components for an Initiative 

The following are typical components of program and project management that should be addressed and managed throughout the entire initiative, across all projects, in a clear, concise, and consistent manner. 
· Expectation Management
· Ensure business objectives are achieved across the entire acquisition, in all areas
· Establish expectations at the start of the acquisition and manage to those expectations daily
· Communications 
· Establish standard communication procedures for the acquisition migration team
· Ensure clear and consistent communication takes place with regard to management reporting, risk mitigation, and key issues across the bank
· Establish weekly migration meetings, monthly executive steering committee meetings, and bi-weekly status reporting 
· Risk and Mitigation
· Ensure successful identification, management, and communication of risks associated with the acquisition. The goal is to manage risks to prevent them from growing into customer or employee impact issues 
· Assess all risks and develop mitigation plans for each analyzed risk Issues
· Provide a standard method of proactively managing issues, including tracking and resolution 
· Enroll key executive and stakeholders in the issue resolution process as appropriate and when necessary 
· Include an issue resolution discussion in each weekly status meeting, reviewing critical and high-level issues at the monthly steering committee meetings 
Dependencies 

· Ensure all dependencies are known, managed, and leveraged where possible 
· Develop a matrix of dependencies across all aspects of the project and in all areas of the bank
Budget and Resource Management

· Define all the roles necessary for a successful migration across the entire effort with clearly-defined responsibilities 
· Facilitate identification and optimal use of resources 
· Identify stakeholders and subject matter experts (SMEs) in the planning phase to ensure a collaborative approach is the norm

Milestone Management

1. Maintain a master work plan that reflects the overall project status across all aspects and areas affected by the acquisition
2. Ensure adequate work planning is completed for the project team
Deliverable Repository 

1. Ensure project team members submit deliverables in a consistent and timely manner and provide a quality checkpoint
2. Support the communication process by providing all project members with timely access to deliverables 

An example of SMEs including retail strategy experts who help decide the functions that remain in a branch versus a back office, and marketing 

assistants who assist in or make recommendations pertaining to branding.

Status Reporting revolves around : everyone providing a clear and concise method of regularly assessing project progress this enable executives, key stakeholders, and project team members to understand the initiative’s current status  

