Tool 1.1 Investment Case

Core focus of enterprise
Design, produce, deliver or service:

Overarching strategy and posture:

Strategic priorities:
To drive customer impact and profitable commercial growth
· Product/service development, pricing, marketing, business development (markets, partners, etc.,) increase sales to existing and new customers:
To enhance operational rigor & accountability
· Supply chain, production, distribution, service optimization:

Strategic enablers and core competency/capabilities:
· To win by being: Predominant/top 1%; Superior/top 10%, Strong/top 25%:
· Not to lose by being: Above average/competitive, Good enough/scaled:
· Not to do by: Outsourcing or not doing at all:

Organizational and operating priorities to help deliver the strategic enablers, competency/ capabilities: 
People
· The board
· Senior Leadership (Commercial, Operations, Tech/IT, Finance, HR, Legal, R&D, M&A)
· Middle Management
· Individual and team strengths including project management/transformation 
· Incentives
Infrastructure
· Governance including board and systems
· Brand positioning and marketing materials, collateral, tools (including websites, etc.)
· Financial Reporting/Tax/Accounting/Compliance infrastructure
· Data/Technology/IT/Security infrastructure
· Operational infrastructure including procurement and supply chain
· Organizational/HR infrastructure
· New Product Development infrastructure
Innovation and Technology
· Revolutionary invention
· Evolutionary steps
· Next version of product or service with what the customer wanted or did not even know was possible 
Systems & Processes
· Enabling commercial growth and operational rigor
Balance Sheet & Cash Flows
· Deferred maintenance and modernization investments
· Growth oriented capital spending
· Technology investments 
· Back office: finance, tax, HR
Mergers & Acquisitions
· Bolting on to foundational platform for
· Industry consolidation
· Capability-led roll-up
· Geographic expansion
· Product tuck-in
· Corporate transformation
· Corporate-led white-space acquisition
· New business model
· Intellectual Property acquisition
Fair value of target company
Target company current cash flow:

Net present value of that cash flow:

Target company’s perception of its fair value
Target company claimed EBITDA:

Target company’s projections:

Generally perceived synergies:

Projected cash flows flowing from those three:

Net present value of that cash flow:

Possible acquisition prices
Their expected walk-away price (below which they will not even engage in a conversation):
Your opening offer (fair market value):
Estimate of their minimum price:
Your expected transaction price (factoring in expected competitive bids):
Estimate of their expected transaction price:
	The maximum you’ll pay (net increase in future value of combined entity)
Their opening asking price:
	Your walk-away price (above which you will not even engage in a conversation)
	
Organic growth drivers
Opportunities to cross-sell existing products or services to the formerly separate entities’ customers either in the same or new markets:

Opportunities to get existing customers to use current products or services in new ways – thereby purchasing more:

Opportunities to create and then sell new products or services (that could not have been created without the merger or acquisition.):

Inorganic growth drivers
Further acquisitions, mergers or joint ventures with
1. other companies:
2. other brands:
3. other technologies:
4. other systems:

Operation improvements/operational engineering
Operations strategy starting by asking where to play and then 
1. do the most important value-creating operations yourself
2. outsource the less important and less efficient operations.
Operational jump-shifts to
1. improve quality:
2. reduce waste and costs, perhaps fueled by new technologies, digitization, tools, systems, processes, footprint realignment, unlocking stranded capital, or scale:
3. Eliminate redundancies:
4. Cash/working capital management: especially the lag between money out (accounts payable) and money in (accounts receivables) and also opportunities to generate cash like contracting out unused production capacity:
5. Lean/continuous/incremental improvements:

Investments in topline and bottom-line enablers
Put in place a full management team capable of managing another doubling of revenue for the next owner:

Governance engineering (management equity, debt/leverage, board participation, license to operate legally, ethically, socially):

Strengthen brand differentiation with prospective and current employees, customers, suppliers, allies, influencers and the communities in which you operate:
Strengthening go-to-market capabilities through the sales pipeline: generating awareness, fueling interest, and then activating desire.
Financial engineering, arbitrage and/or balance sheet and cash management including foreign exchange opportunities and risks:
Establishing the required infrastructure: 
For organizations focused on Design, this might look like a new product development factory:

Or efficient procurement and production:

Or Distribution network/eco-system:

Or Service-delivery differentiators:

All supported by:
· IT systems including enterprise management and business intelligence, CRM:
· Financial reporting systems:
· HR management systems:

Projected improvements in cash flows to pay down debt
Bridge from current revenue, EBITDA and cash flows to those in your future case, taking into account all the things that help and hurt:

Projected realized value in increased earnings and/or exit or recapitalization
Calculated exit value
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