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Pressure is increasing on Sponsors as platform 

investments are “priced for perfection”

70%+
of deals failed to achieve 

target profitability

Valuations are being pushed to all-time highs:

• Post-COVID economic recovery

• Record-breaking M&A and SPAC volume

• Expanding competition and dry powder

Rolling Three-Year Median PE Buyout Multiple

Source: Pitchbook 2020 Annual US PE Middle Market Report
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Add-on acquisitions are key for value 

creation, yet often miss expectations:

Sources: Pitchbook, market research
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Driving accretive add-ons in the Post-COVID world requires meticulous planning 

and flawless execution

Our experience shows three critical success factors to maximize value from add-on acquisitions

Category Common Challenges Opportunities

Synergy 

Capture

• Diligence often misses sources of execution roadblocks 

(e.g., process or tech constraints)

• Patched systems and processes lead to further manual effort 

and inefficiency

• Synergy targets compete with other business priorities

• Challenge value creation assumptions and include 

realistic costs to achieve in forecast

• Align accountability for synergy capture and centrally 

manage integration/synergy budget

• Invest in proactive progress reporting and monitoring

Operating and 

Talent Model

• Roles aren’t clearly defined, leading to bloat and lack of 

accountability

• Org charts are outdated, managed in spreadsheets, and not 

optimized

• Culture clashes lead to post-close issues, loss of critical 

talent, and quality issues

• Create “platforms” to absorb demand rather than 

weaving disparate processes

• Develop a zero-based organization so every role has a 

clear objective and distinct responsibilities

• Expand diligence focus to culture risks and identify key 

line personnel to retain

Risk 

Management

• Faster diligence timelines limit focus on other risks that can 

require additional investments (e.g., ESG, competitive shifts)

• Management attention stretched between synergy and core 

growth objectives

• Unsuccessful integrations increase leverage and risk 

potential covenant breaches

• Assess impact to investment costs to ensure add-back 

baskets are sized appropriately

• Incorporate risks into lender negotiations to cope with 

potential unknowns (e.g., additional salesforce hiring)

• Build stress test outcomes into post-close investment 

plans
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This document and the information contained herein (“Document”) has been prepared for the informational purposes of authorized Recipients only, and is not intended to provide, and should not be relied on for, investment,

lending, tax, legal or accounting advice. Nothing in the Document shall constitute an offer or a solicitation of an offer to buy or sell any products or services or enter into any transaction, including, but not limited with respect to,

any securities, financial instruments or other investments or investment advice. Recipients should seek the advice of their own independent professionals prior to making any investment or other decision.

This Document may contain forward-looking statements subject to many variable factors and uncertainties that could cause actual results to differ materially from what is set forth or projected herein. The Document (unless

otherwise explicitly stated) is a preliminary draft and subject to change. Notwithstanding the foregoing, M3 prepared this Document as of the date hereof, and assumes no obligation to update or revise it for any reason

whatsoever thereafter.

M3 Partners LP (“M3”) makes no representation whatsoever regarding the adequacy of the Document for any purpose. In conducting analysis reflected in this Document, M3 assumed, without verification, the accuracy of

information provided to it or obtained from third parties. No one from M3 or any representative of M3 shall have any liability to any party for any error or omission with respect to any of the information contained herein. M3 may

have prepared or in the future may prepare other documents that are inconsistent with, and reach different conclusions from, the information presented in this Document. M3 assumes no obligation to bring such other

documents to a Recipient’s attention.

The analysis reflected in the Document would not necessarily reveal any material misstatement, omission or error and does not constitute an audit, review, compilation or other attestation service in accordance with Generally

Accepted Accounting Principles or other standards established by the American Institute of Certified Public Accountants. M3 does not express an opinion or any other form of assurance on any financial or other information.

Had M3 or another party performed additional work, including more in-depth verification or analysis, other matters might have come to its attention.

Pursuant to Internal Revenue Service Circular 230 (if applicable), be advised that any discussion of U.S. federal tax issues contained or referred to herein is not intended or written to be used, for the purpose of: (A) avoiding

penalties that may be imposed under the internal Revenue code; nor (B) promoting, marketing or recommending to another party any transaction or matter addressed.

M3 reserves all rights. Nothing in the Document shall be construed as granting any license or right to use any image, trademark or other intellectual property of M3. Unless otherwise indicated, all capitalized terms used herein

have the same meaning as in the Agreement.

Disclaimer
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M3 Partners was founded with the mission of dedicating senior professionals with cross-

functional expertise to efficiently develop actionable plans to identify and maximize value

We bring to every project:

✓ Senior leaders that “roll up their sleeves”

✓ Small teams with deep industry experience

✓ Partnership with clients to align disparate groups on a common goal

✓ Objective, practical, advice to maximize value and the leadership 

experience to execute

About M3


