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> FlnanCIal Banking and Capital Market (BCM) deal volumes in 2017 remained fairly flat when
. compared to 2016, but tax reform changes might reinvigorate interest, particularly among
SerVICGS large regional and community banks, reports PwC.

MUSt Close to 40% of respondents to Deloitte’s M&A Trends 2018 report also see that private

Adopt NeW equity, asset management, insurance, real estate, and banking and securities are ripe for
convergence. These sectors face continuing compliance and technology costs and margin

Technology o | | necomp gy °
pressures as professional services fees slide.

Integration
Also not to be ignored are expectations that the high level of global M&A and investment
Strategy activity in fintech firms should continue in 2018, including pursuit by banking organizations
to Support of all sizes, according to law firm Skadden. It believes many large financial institutions,
“including those that have mostly sat on the sidelines since the financial crisis, are gearing
M&A up for or actively exploring fintech acquisitions or investments” that are poised to come to
Activities fruition throughout this year.

Of course, the spotlight on any financial services M&A transactions will be on their ability

to create value. Last year’s $2.2 billion acquisition of Astoria Financial by Sterling Bancorp
resulted in the entity becoming a top 10 regional bank in the greater New York metropolitan
area, for instance, while credit card processor Vantiv’s $10 billion acquisition of payments

Merger and
acquisition (M&A)

activity in the company Worldpay is meant to build a global leader in omni-commerce payments.
financial services Success in driving that value demands smart planning and execution from the start.
space wasn’t Reflecting back on past strong years for M&A activity in financial services, EY has made the

astute observation that, “while M&A announcements may get the headlines, a successful
integration is the only true measure of a deal’s value.” Financial services integration teams
the last year or sO.  ust show that the synergies and strategies that prompted the deal can be delivered in the
integration phase, it noted.

entirely on fire over

BCM DEAL VOLUME: ROOM TO GROW

Deal Value: Deal Volume:

2017 Deal Activity 6% decline vs 2016 1% increase vs 2016

Source: PwC Banking and

COME TOGETHER: INDUSTRIES ON TAP FOR CONVERGENCE

« Life sciences and healthcare
» Technology
* Financial services

TOP INDUSTRIES PREDICTED TO
EXPERIENCE CONVERGENCE:

Source: Deloitte’s M&A Trends 2018 report
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» Financial
Services
Must
Adopt New
Technology
Integration
Strategy
to Support
M&A
Activities

(continued)

°<2 M&A TRENDS DRIVE NEW PERSPECTIVES
ON HARMONIZING IT ESTATES

erwin ‘Sandhill

As companies come together to complete a transaction, their success relies on multiple
factors - accurate valuations, economic certainties, proper target identification and a stable
regulatory environment among them, according to Deloitte. But effective integration leads
the pack.

Sixty-three percent of respondents to its survey use non-spreadsheet-based M&A
technology tools to “make post-deal integration smoother and faster, reduce costs and
conflict, and shorten the time it takes to complete them,” Deloitte reports. Indeed, the firm
notes that its “surveys consistently show that well-planned, carefully-executed integrations
yield transaction success.”

Integration must be accomplished across multiple fronts, of course. Clearly technology is
one of them. Very likely, executives will want to conduct application portfolio management
(APM) initiatives to support technology integration efforts. It’s important for executives to
understand that successfully integrating entities at the technology level requires advanced
analysis of these assets. It isn’t simply a matter of rationalizing applications with an eye to
their surface costs.

That approach has been typical of many large companies that tend to have miles of
acquisitions under their belt, each one generally bringing with it a slew of overlapping
applications and a focus by executives on cutting down the numbers. But now there’s an
opportunity for financial services companies to harmonize their IT estates from a more
holistic perspective that ultimately will serve the business better. That opportunity exists
for smaller businesses in the sector, too, which generally have less M&A experience and a
greater need for immediate agility in the wake of closing a deal.

Indeed, a more thoughtful approach to APM could play a role in lowering the oft-reported
statistic that 70 to 90% of M&A deals fail.

Intelligent APM depends primarily on understanding application compatibility with business
priorities, strategies and processes, as well as knowing what data types exist across the
organization and where. This will enable the merged organization to maximize, optimize
and govern its data assets and respond to management, customer, regulatory and other
issues - regardless of which applications remain in place and which are phased out.
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> Fi - A¥  Which of the following will be most prominent on your THE M&A OUTLOOK
FlnanCIal ig;‘ boardroom thinking during the next six months?

S erv1ce S —_— Sourée EY Global Capital
Confidence Barometer,
Must Mentifyig opportunitiesfor growih, Inchuing MBA. ey 19 |  October 207
and alliances - -

AdOpt New Impact of digital technology and transformation to
. T >
business model/threat of digitally enabled competitors
Technology —

) Shareholder activism, including returning cash ——
Integration  toshersholen
Strateg y (sphdm:gvsk' s - I 16
to Support Impact of increased economic and political uncertainty [N 16
M& A. o muunimﬁmased competition from companies o
Activities ‘

, Increasing regulatory or governmental intervention 5

(continued)

THE FINTECH PHENOMENON

FINTECH ACTIVITY 2017 HIGHLIGHTS:

* Payments industry experienced more than 165 M&A transactions with aggregate
deal value of almost $30 billion.

* Traditional banking and financial institutions exhibited interest in acquiring or
making strategic investments in innovative fintech firms.

» Consortiums that allow financial institutions to enter new ventures more cheaply
were an effective investment vehicle in developing financial technology products
and services.

Source: Skadden

erwin andhill APM FOR M&A IN FINANCIAL SERVICES |



https://twitter.com/erwinmodeling
https://www.facebook.com/erwinmodeling/
https://www.linkedin.com/groups/3321718/profile
https://www.youtube.com/user/ERwinModeling?&ab_channel=ERwin,Inc.
http://www.ey.com/Publication/vwLUAssets/ey-capital-confidence-barometer-17/$File/ey-capital-confidence-barometer-17.pdf
http://www.ey.com/Publication/vwLUAssets/ey-capital-confidence-barometer-17/$File/ey-capital-confidence-barometer-17.pdf
https://www.skadden.com/insights/publications/2018/01/2018-insights/fintech-deal-landscape-to-remain-active-in-2018

> The Data But it’s been less common for them to have a way to visualize consistency in systems and
. data infrastructure and determine the relationship between application data to various
Foundatlon- processes that are (or that may become) critical to the business - even if a particular

a Key application itself may not be.

CO Y |p0nent Without that perspective, executives risk making portfolio decisions that may negatively
- impact the combined entities’ ability to quick-step merging of operations and processes, as
of Effective ° . yrod P mersing of op °
well as make steady, ongoing progress towards overall business goals. They may allocate

APM time and dollars to eliminating what they consider to be redundant applications in favor of
moving everyone onto the same system, for instance, when in fact it might be faster and
It's been common cheaper to keep multiple applications that perform similar functions in place - as long as

oractice for merging they all can leverage the same data structures and work from the same synched data.

businesses to tap Another risk is that systems may wind up being eliminated, aiming to remove redundancy
and drive efficiencies, without taking the appropriate steps to archive the data associated
with them. Such data may have provided useful input to other business processes, offered
value for future projects or, along with preserving transactional flows, proved crucial for

into APM solutions
to see how many
invoicing, CRM or auditing purposes.
other applications

exist across their

companies, and DATA EVERYWHERE

based upon factors Forecasted global datasphere by

2025, up from 16.1ZB of data generated in 2016

such as licensing
and maintenance

costs determine

which ones will stay
@ OBSTACLES TO OVERCOME

and which will go.

While it’s traditionally been difficult to recognize and orient application data foundations,
ENTERPRISES things have grown even more complex with the growth of Shadow IT. And that complexity
TAKE THE DATA LEAD magnifies when trying to build a landscape that takes into account multiple business’
system infrastructures coming together as part of an M&A venture. When disparate
applications live across each organization in unaccounted ways, islands of unknown
data grow. If not investigated as part of the APM process, this potentially will impact the
merged business’ ability to comply with upcoming mandates such as the EU’s General Data
Protection Regulation (GDPR) for citizen data privacy.

Nearly 60%: The amount
of data enterprises will
create in 2025, up from
less than 30% in 2015.

97%+: Regardless of
R el e rlel And, whether part of the official or unofficial infrastructure, there’s no doubt that data

enterprises will manage growth continues to accelerate, with new sources contributing to the mix and a shift from
this amount of the consumer-driven to enterprise-driven data creation, according to IDC. Unless all enterprise
datasphere. data is harnessed and tied back to specific applications, any APM decisions will be made
without complete asset views, putting hoped-for outcomes at risk.

Source: IDC Data Age 2025 study

Knowing the data and establishing its lineage and interconnections via modeling practices
and architectural blueprints is foundational to moving successful M&A efforts forward.
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» Undertake
APM with
Business
Context in
Mind

To set the
groundwork,
merging
organizations

need to enter the
APM process by
diagramming goals
and intent in a high-
level capability
model framework
that defines the
business, in order
to output a project
portfolio that can

deliver to those ends.

erwin ‘Sandhill

In M&A situations, which often involve buying direct competitors or businesses of a similar
nature or that operate in a similar market, there surely will be opportunities to streamline
operations. The framework can inform further collaborative discussions of application
applicability to the merged organization’s portfolio, but with consideration of important
factors, such as the relationship of data to systems and processes, that weren’t always
considered in the past. It can provide a starting point for highlighting options to consider
for realizing strategies as part of the APM solution architecture phase - the point at which
the implications of those options are considered to inform decision-making and blueprints
for ongoing design.

It may turn out, for example, that killing an acquired company’s field service management
application in favor of the buyer’s solution would require a complete reworking of data

at massive cost - a task that might be better left to a later date, and so an argument for
initially keeping both systems online despite their dramatic differences.

Building capability models, cataloging and assessing assets and publishing analysis and
recommendations for applications that support the business’ current operational and
aspirational needs all play into the APM process. Needless to say, the behind-the-door
complexities to this are many. They can include sussing out which systems residing under
different names in different parts of the merging enterprises are actually the same solution,
for example. There also may be a need to determine whether particular functions that

are expected to become business-critical - say, consumer online claims processing in

the insurance sector - have a solid, scalable base to build on before making a previously
planned investment in an existing application that won’t be able to handle the increased
processing and data load.

Effective APM provides an objective way to manage the business systems of
organizations. As entities merge, it provides a way to determine:

What each one has

How they support the business

How good they are

What plans are in store for them

What policies and standards apply to them

What are the dependencies between them

What technologies they are dependent upon
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» Undertake

* Listing Tier 1 applications that support the most critical capability model

APM Wlth requirements, and data about these solutions. That includes factors such as business

B'U.Sj.neSS ownership; if a system is cloud-based or has a road map leading to that end; whether
. it has been the subject of a disaster recovery assessment; and whether it was built in-

ConteXt 1in house or is an off-the-shelf solution that perhaps was heavily customized.

Mlnd Creating this listing can require a significant time investment without the right tools at
(continued) hand to help speed the process. But it’s necessary to do if the merging organizations
hope to make best efforts to avoid issues like technical debt or making choices that
contradict stated ends, such as moving the entire organization to web-based solutions
and storing no data locally.

Business context
tasks for merging

companies’
APM efforts will » Assessing application financials beyond upfront licensing and maintenance costs.

Organizations need to understand how an application’s costs across the board add up
in relationship to the system'’s true functional, technical and process support for critical
others, requirements business capabilities, as they are defined now and in the future in the capability model

encompass, among

such as: What expenses would be associated in integrating an acquiring company’s application,

which may present as a cheaper CRM system, with another critical technology, like
an accounting solution - especially if the CRM app lacks an application programming
interface (API)? The costs may surpass taking the opposite tack of moving everyone
onto the acquired company’s data-compatible CRM solution, where such integration
already has been completed, for instance.

Also, are there availability issues and excessive support call costs associated with an
application that otherwise seems to have everything going for it? Does a solution
suffer from low satisfaction scores by business users that could impact usage, and

so ROI? Is a system that was previously outsourced falling down on the Technology
Maturity Model front because it now lacks inclusive documentation that could

affect IT’s ability to fully leverage it? When costs are rolled up across multiple areas
(department, business function, user base and so on), do they exceed the priority level
the application actually has to the organization?
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» Undertake

e Gaining business-wide visibility of data and enterprise architecture. Data modeling

APM Wlth technology that enables a holistic visual roadmap of the data infrastructure, and its
Busj.neSS alignment with architecture assets, all within a central repository enables relevant
. parties across merging companies to work from a single source of information.
Context in
. This provides insight to help determine whether, for example, two equally adept
Mlnd applications of the same nature can continue to be used as the companies merge,
(continued) because they share common underlying data infrastructures that make it possible for

them to interoperate across a single source of synched information. Or, in another
scenario, it may make it obvious that it is better to keep only one of the applications
because it alone serves as the system of record for what the organization has
determined are valuable conceptual data entities in its data model.

At the same time, it can reveal the location of data that might otherwise have been
unwittingly discharged with the elimination of an application, enabling it to be moved
to a lower-cost storage tier for potential future use.

Major attributes on M&A application assessment lists should include:

Application Lifetime Cost Business Criticality

Number of Users Functional Quality
Active Users Technical Quality
License Cost Risk

Maintenance Cost Business Processes Supported
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> Make APM Despite the fact that IT professionals have the inside track about the connections that
already exist across applications and data - and that they’ll be the ones tasked with
WOl’k carrying out whatever technical requirements are in order post-acquisition - they’re rarely
given a seat at the table during M&A tech strategy discussions. That should change.

With both data and Bring IT leaders into the picture from the start, so that they can work with CFO and COO
business context teams on assessing systems and providing advice on costs that might not otherwise be

being integral to fully accounted for, such as systems and data integration.

successful APM, it’s Of course, IT leaders don’t bring with them knowledge about the business criticality of
various systems. It’s the business/application owner who knows if the CRM system his or
her company is using is extremely important to the sales team or just the place people
log what they’ve already recorded in Excel. These associates can bring other information
should pay close to the discussion too, to inform costs in real dollar terms - that, for example, one of their
applications is used only by a handful of individuals rather than the entire team.

not surprising that

merging companies

attention to whom

is invited to be a Such issues should make a big difference to M&A APM decisions, and to ensure they do, it’s
important that business owners from all companies involved in the merger or purchase be

part of technology o o T
able to weigh in on application/data criticality, costs and performance.

integration efforts
Finally, the right technology has to be in place to provide a collaborative platform for

business and technical stakeholders to get a complete view of their data and enterprise
accomplished. architecture assets.

and how they are

To that end, companies in the midst of M&A efforts must leverage an agile enterprise
architecture platform for reducing the time-intensive task of building a portfolio of
applications, quickly visualizing and assessing what is in place across the companies, as well
as what integrations, overlaps or other complexities exist among them. The right tool helps
makes it possible to experiment with and understand whether moving or eliminating an
application has an impact on other processes across an organization beyond the workflows
that are tied to its core functions, for example - and if so, to what extent. Working hand-in-
hand with data modeling solutions for discovering data, assessing its quality and revealing
its ties to the architecture, all in a centralized manner, makes it possible for all stakeholders
to understand how different environments connect, diverge or may be better leveraged.

PARTIES TO EFFECTIVE APM IN M&A SCENARIOS

The people: CFO teams, COO teams, IT leaders, business unit leaders.
&/

a The technology: data modeling and agile EA.

V

The process: A single platform so that all users can work from the same
source of data to discover, explore and re-imagine application portfolios,
affiliated data and business process/governance interconnections.
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> HOW erwin erwin brings its Data Modeler and EA Agile tools together in an integrated, cloud-based
. solution, CloudCore, which enables merging businesses to consider APM from holistic
DTIVGS APM cost impacts as well as from the data structure, and business capability and process
for M&A perspectives. Its approach makes it possible for internal executives at even smaller
A P ey businesses to take the reins of the M&A tech integration job without having to bring in
Cth]'tleS expensive consultants. A solution such as erwin EA provides an on-premise approach to

(and Beyond) delivering APM as part of ongoing business capabilities, as well.

Among its key features are:
Fortunately,

solutions are at * A seamless method of building a definitive list of applications and their purpose.
hand to perform Streamlining and speeding their discovery via bulk .CSV imports helps organizations
match systems to business priorities and sets the foundation for judging systems by
the technology due . . L
current and future business and technical suitability.
diligence required to

see M&A activities to
¢ The capability to discover application dependencies, including underpinning

technologies, as well as connectivity to data sources. Being able to identify these

- as well as continue assets’ locations, quality, database schema and architecture support provides

the merged business’ invaluable contributions to application rationalization decisions and the business’ ability
to meet regulatory requirements, manage governance or support future projects.

a happy conclusion

ongoing journey
to assure that its

application and data » Application value assessments. Leveraging business and technical suitability scoring
capabilities helps make clear where applications may excel or suffer, potentially
creating opportunities or problems for businesses.

houses remain in

order.

» Cost calculation roll-ups to understand holistic nature of expenses. Using multiple
factors such as related objects (policy and customer data management, for instance),
as well as yearly OPS cost, businesses can measure aggregated expenses against
solutions’ particular capabilities as part of their rationalization decisions.

» Collaborative functionality among parties. Information and assessments to maintain,
develop or phase out particular proposed applications can be shared online with the
broader community for suggestions and reactions before final decisions are made.

* Delivery capability roadmaps. By providing insight into application gaps, lifecycle
plans, and other factors, organizations can better determine when and how to roll out,
close down or extend applications to avoid causing business disruptions.
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» How erwin
Drives APM
for MGA
Activities
(and Beyond)

(continued)

erwii  Sandhill

With all information held in a robust, centralized, online environment,
authorized users to the erwin SaaS solution have one go-to place to query
current application and data states and visualize them from a number of
perspectives, as well as experiment with the potential impacts of changes
on processes across the organization without disruption.

()| M&A WITH LESS STRESS

Organizational mergers can be fraught with difficulties on may fronts. There’s no reason
that that should be the case for bringing together the companies’ respective IT estates.
With a web-based SaaS solution that goes to work right away for all participants in the
process, erwin takes a big step toward easing M&A efforts.

At the same time, it prepares the way for the company in its new state to continue moving
its portfolio forward in an intelligent manner after the merger has concluded. The fact is
that the minute an organization takes its eye off its application portfolio, the sooner it will
once again confront a world of unchecked and unmonitored systems and data, subject
neither to policies, rules nor governance processes - just waiting to take their toll on future
M&A activities as well as impact current business performance and costs.

It only makes sense to stop the madness before it

starts, and
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> erwin
Puts APM
Technology
to the
MG&A Test
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The acquisition in 2016 by erwin of Corso and its SaaS enterprise architecture platform
benefitted from the fact that Corso had always used its own technology to inventory its
applications and processes, bringing order to what in many companies is a disorderly
environment.

Having access to details about its acquisition’s application infrastructure - system costs,
users, capabilities and even ISO 27001 certification status for securely managing customer
data - helped accelerate erwin’s due diligence process. Normally, it would take two to three
months to accomplish the work that makes up the technology integration phase of an M&A
effort. But with everything so well-documented and easily visualized, it took only two to
three weeks to complete.

Speeding up these efforts is a boon to any company, but it can be of particular help for
mid-sized organizations (erwin included) that don’t have the extra cash cushions to absorb
prolonged M&A projects the way behemoths do. Small to mid-sized companies dealing
with mergers have to be ready to functionally operate and drive revenue from their deals in
a much more timely fashion.

Today, erwin is going through the process again as it integrates business process modeling
provider Casewise into its fold. Part of the technology integration effort, for example,

has involved moving Casewise staff and CRM processes from Salesforce to NetSuite. This
required modeling and visualizing the Salesforce-related systems and data to suit erwin’s
own enterprise architecture as the companies coalesced.

In fact, erwin now is using its data modeling and agile EA tools to document and review
all its customer-facing systems and processes with the aim of improving the customer
experience across the entire company.

Help for Your APM Efforts

With erwin’s technology, executives at businesses of any size can easily accomplish APM
on their own. But they may need some help in defining what terms matter most to them
as they consider attributes to add to their application measurement lists.

In addition to the basic metrics like licensing costs and technology quality, for instance,
they may have to include measurements related to specific business objectives, financial
requirements or even security clearances. Some of these factors may even carry a higher
weight than costs when it comes to judging an application’s place in a newly combined
business’ portfolio.

erwin and Sandhill are ready to help on that end, providing professional services
consultants to help define key measures for an APM strategy and put the appropriate
metrics in place to view and analyze solutions to fulfill organizational needs.
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erwin

the datz RcCe company

erwin, Inc. provides the only unified software platform
combining data governance, enterprise architecture, business
process and data modeling. Delivered as a SaaS solution, these
technologies work together to unlock data as a strategic asset
so all enterprise stakeholders can discover, understand, govern
and socialize data to mitigate risk, improve organizational
performance and accelerate growth. For more than 30 years,
erwin has been the most trusted name in data modeling and its
software foundational to mission-critical data programs in
government agencies, leading financial institutions, retailers
and healthcare companies around the world.
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Connect with us at
sandhill.consultants.com
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