\avigating a
| Merger

How\(\qn and Valley Oak Joined Forces

\\\\

organic growth opportunities have driven M&A activity in recent years and industry
experts expect the trend to continue.

Yet, although M&ASs have played a significant role in corporate growth strategies, such
~an undertaking“ MuSt be approached with caution, expertise and due diligence, because
~ while M&A actwmy may be high, success rates are not. One-half to two-thirds of all ven-
N turesperform pdorly or fail outright. As a result, companies that are beginning to identi-

~ fy and court potentjal targets must understand what makes these endeavors successful
_and how to avoid the common pitfalls.
The recent ‘merger between Aon and Valley Oak Systems can serve as a useful example
; |es that may be undergomg thelr own M&A process.

Mergers an\d\acqmsmons (M&A) are on the rise. Capital, competition and a lack of
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One of the mOSt critical factors in M&A success is selecting the right company. Three
years ago h;en Valley Oak Systems (VOS) first started looking for strategic business part-
ners, beu‘g agdmred was the furthest thing from managements mind. “We weren't shop-
ping the ebmpany around, but we were open to an acquisition, if the right factors were
in place,” said Randy Wheeler, founder and CEO of VOS.

% ded in 1994, VOS, based in San Ramon, California, has gradually established
itself as a leader in claims management software. Demand for its flagship product, a
browser-based claims system known as iVOS, quickly drove company growth and
nationwide expansion, which had historically maintained a growth rate of 30% per year.
Over time, however, this rate was becomlng more difficult to sustain, so VOS began look-
ing for potential partners.

Aon Corporation was one of the potentlal partners VOS soon identified, as it targeted
the same audience but sold/d,l,fferent,products and services. A Fortune 250 company, Aon
is recognized as the Iargest" pure placements insurance broker in the world. The compa-
ny has a widespread global network of more than 500 offices in 120 countries providing
services and solutlpn; n} msurance and reinsurance brokerage, risk management and
human capital con,su g

“We recog ;ed tl at/Aon could play a critical role in our growth strategy,” said Brian
Mack, vice 1;p/ swfen}éf sales and marketing at VOS. “Pretty quickly, we saw the potential
for more Ju;,t“ a partnership and began discussing the possibility of an acquisition.”
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