3. Learning from History's Largest M&A Deals

; Why Study Historic Deals

Major M&A reveals patterns between intent and
outcomes.

Deals show how structure and execution
determine success.

Understanding success and failure helps avoid
repeating mistakes.

n Exxon-Mobil: When Scale Economics Actually
Work
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In 1998, Exxon and Mobil combined for $81 billion.

This reunited parts of the original Standard Oil
empire.

Both companies operated in identical segments
with overlapping assets.

Strategic rationale centered on 3 clear objectives.
1st, combining complementary geographic assets
in exploration regions.

Exxon brought drilling expertise while Mobil
owned prime acreage.

2nd, eliminating duplicate functions to reduce
operating costs.

3rd, creating financial strength to invest in large-
scale exploration.

Management initially projected $2.8 billion in
annual synergies.

By Dec 1999, they revised forecast to $3.8 billion.
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m The Deal Structure and Regulatory Reality

The FTC required massive concessions before approving merger.
Exxon-Mobil divested over 2,400 stations to prevent monopoly.
Companies sold assets and refining capacity worth $5 billion.
Combined entity achieved synergy targets ahead of schedule.

By 2003, total revenues increased 33.5% vs 1999 baseline.

Net income growth jumped from 12.9% to 19.78%.

Why This Merger Succeeded

Companies shared similar cultures rooted in engineering discipline.

Both organizations operated with aligned data-driven management systems.
Integration teams eliminated 16,000 positions between 1998 and 2002.

Structure preserved operational strengths while removing genuine redundancies.
Management focused on execution rather than headline value.

By 2005, ExxonMobil became world's largest corporation by cap.

Scale economics work when cultural compatibility and reality exist.
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<~ KEY SUCCESS FACTOR:
“Cultural Fit + Execution”




3. Learning from History's Largest M&A Deals [Part 2]

ﬁ Disney-Pixar: Protecting the Source of Value

In Jan 2006, Disney acquired Pixar for $7.4 billion in stock.

This deal addressed Disney's creative crisis in animation.
Traditional hand-drawn Disney films failed at the box office.
Home on the Range flopped while Pixar delivered blockbusters.
Between 1995 and 2005, Pixar produced 7 consecutive hits.
Films won 19 Academy Awards and generated $3 billion globally.

@ Strategic Rationale from Both Sides

Disney needed Pixar's technology and storytelling to revive animation.

Pixar needed Disney's global distribution infrastructure and marketing.

Pixar also faced vulnerability as a standalone company.
Single film failure could crash stock and threaten independence.
Jobs owned 49.65% and wanted to ensure Pixar's creative future.

E The Deal Structure That Made Success Possible

Disney structured the deal to preserve Pixar's unique value.
Ed Catmull became president of both animation studios.

John Lasseter was appointed CCO for both organizations.
Pixar kept its own creative facilities in Emeryville.

Leadership retained full authority over creative decisions.
Disney did not force its processes onto Pixar.

Disney Animation adopted Pixar's Brain Trust feedback model.
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ﬁ Post-Deal Value Creation

Disney stock grew from $28 to over $100 by 2025.
Post-merger films like Frozen generated billions in revenue.
Frozen became the highest-grossing animated film in 2013.
Pixar's influence revitalized Disney's entire animation division.
Model influenced purchases of Marvel in 2009 and Lucasfilm.
The lesson contradicts typical corporate M&A practice.
Success requires protecting acquired culture rather than
integrating it.
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DISNEY PIXAR
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THE CRITICAL DECISION

DO NOT INTEGRATE CULTURE
(Keep Pixar Independent)
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RESULT:
VALUE EXPLOSION

& Pixar kept making hits (Up, Wall-E)
& Disney Animation revived (Frozen)
@ Blueprint for Marvel & Lucasfil




3. Learning from History's Largest M&A Deals [Part 3]
The Failure of Misalignment: AOL and Time Warner 0 e 9

« AOL acquired Time Warner for $165 billion in Jan 2000.  (strategy) (Execution) | (Destruction)

« This deal proves strategy often fails against execution reality. Convergence @ | % The Crash } Destruction @ |
Strategic Rationale: Convergence of New and Old Media AOL TW § Q(C,l’r'r?g:nfiaff ol | o_sg?z?)g)it&dw" |

« Rationale was built on convergence of new and old media. AOL WG ; QB“bb'e Bust QP split in 2009

. . . (Distribution) | (<1101 € Tech shift 3 (Value Lost)

« AOL dominated internet but desperately needed proprietary content. [ e | VI

« Time Warner owned premium assets but lacked digital distribution. Convergence (@& &

« Combining distribution with content promised to create unrivaled monopoly. -~

/) LESSON: STRATEGY WITHOUT CULTURE FIT = FAILURE

* Execution Failure: Cultural Clash and Market Shifts

« Execution reality collapsed immediately due to lack of operational fit.

« Primary failure driver was a toxic cultural mismatch.

« AOL's aggressive startup arrogance alienated conservative Time Warner management.
« Operational integration stalled because divisions refused to collaborate.

« Deal structure relied entirely on AOL's inflated stock valuation.

« Financial foundation evaporated when market bubble burst later.

« Rapid shift to broadband made AOL's dial-up model obsolete.

¢ Financial Consequences: Historic Value Destruction

« Financial consequences stand as permanent warning to dealmakers.
« In 2002, company reported a historic $99 billion write-down.

« Companies separated in 2009 destroying $200 billion in value.

« Case proves headline value is meaningless without integration plan.
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