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Launching a Joint Venture

The Strategic Imperatives of Getting a JV Off the Ground

By James Bamford and David Ernst

quarter century ago, companies awoke to the fact that success in M&A

hinged on running a deliberate and well-orchestrated post-merger

integration process. Serial acquirers like ABB, Cisco Systems, General
Electric, Lloyds TSB, and Waste Management realized that there was a right way
- and a wrong way - to integrate companies. They built detailed M&A integration
processes, developed playbooks, captured learnings, and continuously improved
their integration approaches.

In JVs, launch is every bit as important.

Our research shows that the trajectory of JV success is almost always established
during launch planning and execution, and that mistakes made here can easily
erode 30-50% of venture value.! The launch phase - beginning with the signing of a
term sheet and continuing through the first 12-18 months of operation - is usually
not managed closely enough. Missteps and omissions can result in delays, missed
synergies, and failure to reach the full potential of the JV. They can also plant the
seeds of strategic conflict among allied companies and enable a governance system
marred by over-reach and dysfunction.

Launching a joint venture is a uniquely challenging endeavor, often introducing
issues both common and additive to integrating an acquisition or starting a new
wholly-owned business. Below, we discuss how launch varies by type of JV and share
a few lessons we have learned over the years from helping clients operationalize JV
legal agreements and launch new ventures.

DIFFERENT TYPES OF JVs

Joint ventures come in different varieties - each with their own launch requirements
(Exhibit 1). For example, launching a startup like Hulu, the entertainment streaming
platform that is a joint venture among NBC Universal, NewsCorp, Walt Disney, and
others, is a very different exercise than merging two existing business units into a
consolidation JV, as Glaxo and Pfizer did a few years ago with their consumer health
businesses, Glaxo Consumer Health.

1 See “Launching a Worldclass JV,” James Bamford, David Ernst, and David Fubini, Harvard Business Review, June 2004;
and “Avoiding Blind Spots in Your Next Joint Venture,” John Chao, Eileen Kelly Rinaudo, and Robert Uhlaner, McKinsey
Quarterly, January 2014.
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Exhibit 1: JV Archetypes and Launch Tasks

Low

Description

Examples

Key Launch
Tasks

Level of Integration

High

Start-Up
Companies

@

New business

(with single owner

/ ownership group)
formed to develop /
commercialize a new
product

Funders

ShopThis
(MasterCard)

SpaceX

Building of new
business - e.g.,
definition of
market and value
proposition,
prototyping, securing
financing, initial
market testing and
refinement, basic
infrastructure and
org building

Responding quickly
to initial market
feedback / product
failures to adjust
offering, and target
customers

Securing initial and
subsequent financing
(e.g., angels, VCs)

Start-Up
JVs

~_ 7 Y -

Two or more
companies jointly
pursue de novo
business opportunity
- i.e., launch business
from scratch

Hulu

PLANeT (PepsiCo-
Beyond Meat)

Same tasks as start-up
companies plus:

Creating joint
governance and
decision-making
structures and
processes

Attracting and
motivating highly
entrepreneurial staff

Managing
interdependencies (e.g.,
shared assets, parent
provided services) with
parent companies

Hybrid
JVs

Two or more
companies combine
capital, and a few
complementary
existing assets, or
capabilities to build
new business or
expand offering

Airbus

Fluence (AES-Siemens)

Commercializing a new
concept that bundles,
coordinates, combines,
or otherwise expands
existing capabilities of
the parents

Creating joint
governance and
decision-making
structures and
processes

Optimizing related
assets and capabilities
(e.g., separate plants
in same region,
coordinating parent co
sales forces)

Consolidation
JVs

ALY N

N

Two or more
companies consolidate
similar businesses

to reduce costs, gain
scale or scope (merger
at BU level)

Glaxo Consumer Health
(Glaxo-Pfizer)

Ocean Winds

Integrating assets,
products, systems,
people, cultures, etc.,
into single JV entity

Creating joint
governance and
decision-making
structures and
processes

Managing
interdependencies (e.g.,
shared assets, parent
provided services) with
parent companies

Ensuring continuity of
existing business

Retaining key staff /
managing staff
reductions

Mergers and
Acquisitions

Z, N\
’ ! \
Acquirer 1
\ i

\ /4

One company
fully acquires or
merges w/another,
or purchases a
business unit,
product line(s) or
certain asset(s)

YouTube (Google)

E*Trade (Morgan
Stanley)

Integrating assets,
products, systems,
people, cultures, etc.
into single combined
entity

Ensuring continuity
of existing business

Retaining key staff
/ managing staff
reductions
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Note: While this exhibit illustrates key launch tasks, issues, and risks for business style JVs, launch and integration planning
is also critical in other varieties of JVs (e.g., equity investments and asset-style JVs (i.e., JVs where shareholders partner to
run/manage an asset))

© Ankura. All Rights Reserved.

LAUNCHING JOINT VENTURES




ankura @»

Joint ventures exist on a spectrum between startups and M&A. Startup JVs like
Hulu share many characteristics with investor-backed growth companies or new
businesses being incubated within a larger company. Here, launch is about defining
a new business model, building a new product or technology, establishing new
processes and systems, recruiting people, building a brand and relationships, and
testing the market. When a startup is a JV, there are added demands related to
establishing joint governance and managing interdependencies, which are often
significant, as JVs seek to leverage the functional scale of parents for lower costs.
We have seen an explosion in startup JVs in the last few years — many driven by
sustainability pressures and opportunities. For instance, PepsiCo formed the
PLANeT Partnership, a JV with Beyond Meat to develop and market new sustainable
protein-based snacks and beverages.

In contrast, consolidation JVs like Glaxo Consumer Health share many
characteristics with M&A, and their launch phase is closer to post-merger
integration with an added overlay of governance, shared service, and a few other
issues. Consolidation ventures allow companies to reduce costs in a mature segment
or to gain scale in a rapidly growing one. An example of the latter is Ocean Winds, a
50:50 JV created when French energy giant Engie and Portuguese renewables giant
EDPR combined their global offshore wind businesses.

Some JVs sit somewhere between consolidations and start-ups. These hybrid joint
ventures combine some complementary assets, products, or businesses - but also
bring together partner capabilities to create something fundamentally new. Airbus
started life as a joint venture like this, integrating the existing aircraft design and
manufacturing capabilities of its three European owners to create a new global
commercial aircraft business intent on challenging Boeing. A more recent example
is Fluence, an energy storage JV that began as a 50:50 partnership between AES and
Siemens. The partners formed the JV to build a new global energy storage business
- but they also brought key assets to the venture, including AES’s technology and
Siemens’s global sales force.

A JV’s archetype is not the only consideration shaping launch, of course. A venture’s
overall materiality, its geographic and product scope, and whether it is a true
business or a narrow operating asset will also shape the demands of launch. So too
will the profile of the partners. For instance, when the partners hail from unfamiliar
countries and speak different languages, understanding and managing cultural
differences will take on an elevated importance. Similarly, if one partner plans to
financially consolidate the venture on its books, there will likely be added finance
and compliance requirements.

THE FOUR STRATEGIC IMPERATIVES OF JV LAUNCH

To the untrained eye, it is easy to see a JV launch as simply an exercise in managing
activities, risks, and interdependencies across a high volume of functional
workstreams. But this orientation misses the key themes that differentiate JVs from
standard project management, post-merger integration, or new company start-ups.
We call these differentiators the Four Strategic Imperatives of JV Launch.
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These four imperatives introduce unique added twists and demands inherent to the
shared ownership and control of JVs (Exhibit 2). These launch imperatives cut across
JV archetypes, and strategically inform individual functional workstreams. Getting
these imperatives right is essential to JV success.

Exhibit 2: JV Launch Imperatives

Strategy & Business

Planning

Co-develop and
approve “VC-quality”
business plan,
including how the
JV will compete

in the market,
priority segments,
technology
platform, pace
and profile of
investments,
approach to
financing, year one
targets, and near-
term priorities

Operating Model

Agree on
desired level of
independence
and how the JV
will evolve

Agree on specific
partner roles,
including use

of and terms
associated with
parent company
processes, services,
technology, and
systems

Memorialize in an
Operating Model
Framework

Governance

Operationalize
governance terms
in legal agreements,
including Board role
and culture, use of
committees, how to
manage conflicts,
reporting and

audit processes,
expectations,
management
delegations

Establish internal
governance
accountabilities
and structures
within each parent
to support the
company'’s JV
directors and
productively
engage with JV

People, Organization

& Culture

Agree on
philosophy and
specific policies for
parent secondees
(e.g., loyalty,
communications)

Develop compelling
employee value
proposition to
attract and retain
direct employees
that overcomes

a JV’s structural
disadvantages
(e.g., lack of stock
options, limited
career headroom)

Build a JV culture
that successfully
blends - and
reimagines —
parent cultures

© Ankura. All Rights Reserved.

Strategy and Business Planning

Getting a JV off the ground starts with being clear and aligned on the venture’s
strategy and business plan. It is common for each owner - and executives in each
owner - to have their own views of the specific market opportunity and risks, and

to hold different strategic interests and potential conflicts outside the JV. If these
individual interests are not addressed and aligned early, conflicts will develop.
Questions that need to be answered often include: What products and segments
will the JV target first? Will the JV focus on gaining market share or driving
profitability in the near-term, and how will this impact the approach to pricing and
investments? What are the specific financial and operating targets in year one? Will
the parents seek external financing or self-fund the venture at first? Will the venture
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subsequently fund itself out of retained earnings, or be required to send regular
dividends and justify the return of capital to fund operations on an annual basis?
Even subtle differences in the answers can create delays and early tensions.

Prior to closing the deal, those responsible for launch - including the launch leaders
and PMO - need to work with the executive sponsors, deal teams, and future JV
management to convert the high-level business case and financial model into a
VC-quality business plan. This should define exactly how and where the JV will
compete, describe how the JV might evolve beyond its initial scope, set financial and
operating targets, plan capital expenditures, and define staffing requirements over
time. This sounds basic, but the process will expose differences and gaps in parent
company expectations for how the JV will compete. These disparities will need to be
reconciled. Indeed, the act of reconciling differences will often unearth new sources
of competitive differentiation.

Other areas that can drive strategic clarity include financing discussions and
staffing plans, especially around CEO selection.? For instance, in a four-partner JV
among five banks that consolidated certain non-core operations, the selection of the
CEO inadvertently drove needed alignment. After interviewing a number of external
candidates, the owners offered the CEO job to an industry veteran who had worked
for or alongside several of the owners. Before accepting, that candidate asked to
meet with the business sponsor of each parent company - individuals who would
serve on the JV’s Board. He used those meetings to understand each parent’s vision,
probe their underlying interests and constraints, and test certain assumptions in the
business plan and financial model. He then proposed six specific objectives that the
JV would focus on during the first nine months - and made the executive sponsors’
collective endorsement of those objectives a pre-condition of accepting the job. As
he later explained, “I know those guys, and if I don't get them to agree now, [ am
going to spend the next 12 months trying to wrestle them into agreement, which will
be painful, done without any leverage, and will almost certainly fail”

A detailed business plan endorsed by the owners is important - but it can't entirely
insulate the business from early bumps. Consider the North American Coffee
Partnership, a 50:50 JV between Starbucks and PepsiCo that sought to combine
Starbucks’ coffee expertise and brand with PepsiCo’s manufacturing and distribution
muscle to develop and market cold, ready-to-drink coffees to be sold at groceries,
convenience stores, and other outlets. While the JV has been enormously successful,
it stumbled out of the gate when its first product - a carbonated coffee - flopped

in early customer trials. “We had a great partner, a leveraged organizational model,
but no product,” one Starbucks executive recalled. The partners ultimately redefined
the JV’s product, drawing on the lessons learned from those initial market tests, and
built a multi-billion-dollar business selling bottled Frappuccinos and other ready-
to-drink coffees.

2 For additional details on strategy, business planning, and setting targets in JVs, please see: “The Joint Venture Balanced
Scorecard: Next-Generation Scorekeeping for JVs,” James Bamford and Michal Kisilevitz, The Joint Venture Exchange,
September 2011; “Joint Venture Project Finance: Using Non-Recourse Debt to Optimize Risk and Return,” Cody Gaffney
and Gerard Baynham, The Joint Venture Exchange, February 2014.
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Operating Model

The second launch imperative relates to defining the JV’s level of independence and
the roles of each partner - what we call the JV Operating Model. This starts with
developing principles-based answers to questions like: How independent will the JV
be on Day 1, and how will this change over time? Will the partners play an equal role
across the venture, or will one partner be more involved overall? Alternatively, will
individual partners take a lead in a particular phase, function, geography, or product
line? And is there a preference for how the partners will be involved - for instance,
through the provision of support services, direct staffing, or use of their processes,
systems, or technology?

Ultimately, the partners should agree to an Operating Model Framework - that is,
a roadmap of the location, level, and nature of each partner’s involvement in the
JV, and how these things change over time. Consider a 50:50 JV to design, build,
and operate a series of plants using a new technology to convert plastic waste
into a sustainable feedstock for refineries. To define the JV’s operating model, the
partners first mapped the main functions and sub-functions of the JV’s business
system (Exhibit 3). The main business functions, such as project development,
construction and start-up, and operations and maintenance, were listed across
the top, with key sub-functions and activities displayed as blocks underneath. The
partners defined the main corporate support functions, such as finance, IT, legal,
and human resources, at the bottom. For each element of the business system, the
parties mapped the location of each partner’s involvement in the JV, as well as where
the JV management team and staff would take the lead over time as the business
transitioned to steady-state operations.

The partners refined and converted this high-level map into an Operating Model
Framework that defined not just the location of partner involvement, but also the

level and means of a partner’s involvement, including where the JV would use parent
company processes, systems, tools and technology, services, and secondees. Working
with the deal team, the launch team developed the first version of this Operating
Model Framework three months before deal close and gained directional endorsement
from the Executive Sponsors and Steering Committee. Doing so established a shared
vision of the how the JV's operating model would work in practice, and provided
tangible and integrated guidance for individual functional workstreams.

These are critical issues to get right. For instance, our analysis of 39 large JVs that
depended on their parents for services showed that two-thirds had serious issues
with service governance and management - i.e., tensions arising from service
quality and timeliness, cost allocations, divergent opinions on the extent to which
JV management has the right to performance manage and potentially renegotiate
services being provided by the parent, and parents using service provision as a
form of shadow governance and a means to direct the JV or secure back-channel
information about its operations.®

3 See "The Codependency of Joint Ventures: Designing and Managing Owner-Provided Services in JVs,” Shishir Bhargava,
Edgar Elliott, and James Bamford, Ankura Whitepaper, December 2021.
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Exhibit 3: Operating Model Map

50:50 Plastic Recycling JV

Business Functions NOT EXHAUSTIVE

Project Development Construction and Start-Up Operations and Maintenance

Overall Project Integrator

Construction Project Manager Overall Supervisor

Pre-Treatment Engineering mmmm Earthwork / Civil Construction = Pre-Treatment Operations
Pre-Treatment Procurement / mmmm Mechanical Construction mmm Recycling Operations

Ll e s =L mmmm Electrical Construction mmmm Quality Control

Recycling Process Engineering Commissioning Support / mmmm Optimization / Remote Monitoring
Recycling Process Procurement / Optimization

A mmm Plant Maintenance

Fabrication / Assembly .

== Site Management .

- . . . mmm Site Management
Facility Equipment Engineering ..

Procurement and Logistics —

- . mmm Plant Utilities / Waste Treatment

Facility Equipment Procurement / Commissionin

Fabrication / Assembly 9 Procurement and Logistics

=== Balance of Plant Engineering

Corporate Functions
Marketing
HR

Finance

HSE

|_|

Primary Provider I Joint Venture 0 Parent A Parent B Both partners

© Ankura. All Rights Reserved.

Similar thinking needs to be extended to the use of parent company processes,
systems, and technology. In building a new joint venture, the partners will need

to map out what processes and systems the JV will need and whether the venture
will import them from one parent or build its own. In working through process and
system design, it is essential to ensure the overall result creates a seamless whole,
not a Frankenstein-like patchwork. This demands an iterative approach working
across functional teams to make sure that different processes and systems fit
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together. For example, if Parent A plans to deploy the IT systems for manufacturing,
and Parent B seeks to provide the broader IT backbone to capture scale efficiencies,
there may be dissonance in getting two different corporate IT systems to work
together — undermining cost savings and operating efficiencies.

Governance

Joint venture legal agreements include terms that set the basic requirements for
governance, including voting rights, board size, and meeting quorums. But the legal
agreements often provide limited guidance on how the governance of the venture
will work in practice. A central task of the launch phase is thus to establish how the
governance will function on a day-to-day basis. This includes defining what type

of board the partners want (e.g., a highly activist board vs. a corporate-style board)
and associated role expectations for directors, the structure and composition of
committees (e.g., whether to rely entirely on functional experts, not on the board vs.
placing some board members on committees to promote connectivity), and the level
of delegations to management.

JV governance design also includes defining how each parent company will organize
internally to oversee and support the venture. For example, our analysis shows

that high-performing JV governance systems utilize a clear Lead Director from

each parent company who holds integrated internal accountability for the JV and is
supported by a small cross-functional internal team. This internal team supports the
company’s JV board of directors, coordinates the company’s requests and support
for the venture, and helps manage internal approvals - which is key to reducing the
“governance tax” on management and getting the JV the timely assistance it needs.

People, Organization, and Culture

JVs introduce a range of novel talent and organizational design challenges, including
defining the rules of the road for parent secondees, building incentive plans and
other elements of a compelling employee value proposition for direct employees,
and creating a cohesive culture that leverages, but is not constrained by, the legacy
cultures of the parents.

Let’s start with secondees. More than 50% of JVs begin life with the CEO or General
Manager seconded from one of the parent companies. In many JVs, the legal
agreements define multiple positions, including the CEO or CFO, as “reserved slots”
to be filled by one of the parent companies. It is not uncommon for new JVs to have
20 or more parent secondees on Day 1 filling key management and technical roles.
Launch planning will need to define expectations for secondees in terms of loyalty
to the JV versus their nominating parent, and establish norms and protocols for any

“For a discussion on corporate processes and systems in JVs, please see: “How Do Your Corporate Standards Map into
Your JV?” James Bamford and Joshua Kwicinski, The Joint Venture Exchange, August 2013.

5 For additional discussion on JV governance, see: “Joint Venture Governance Index: Calibrating the Strength of Governance
in Joint Ventures,” James Bamford, Shishir Bhargava, Martin Mogstad, and Geoff Walker, Harvard Law School Forum on
Corporate Governance, March 2020; “Operationalizing Joint Venture Governance,” James Bamford, The Joint Venture
Exchange, August 2017; “Public Company vs. Joint Venture Governance,” James Bamford, Tracy Branding Pyle, and Lois
D’Costa Fernandes, Harvard Law School Forum on Corporate Governance, December 2019; and “Governing Joint Ventures,”
James Bamford and David Ernst, McKinsey Quarterly, 2005 Special Edition: Value and Performance.
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informal discussions and back-channel communications with their parent company.
Parent companies often arrive with fundamentally different views on these topics.

The partners will also need to align on how secondees will be selected, reviewed,
and compensated. For example, what role will JV management and the non-
seconding parent play in interviewing secondee candidates, and what level of
transparency will they have into a secondee’s final performance ratings and
compensation? Will the JV CEO or the secondee’s supervisor in the JV be allowed
to participate in parent company internal calibration discussions, and be able to
represent and defend the secondee’s initial performance rating? Will secondees’
annual bonuses be directly linked to the performance of the JV, or will the group
component of performance be tied only to parent company performance? In our
experience, secondees can offer real benefits to a joint venture, such as providing
the ability to quickly staff key positions with known strong performers, helping the
JV understand parent company needs, and promoting skills transfer to and from
the JV. But secondees can also introduce risks, such as undermining a fully cohesive
culture and fostering mistrust. These risks should be addressed during launch by
clearly defining and aligning secondee principles and policies, and communicating
these across the organizations.

Most JVs will also have direct employees, whether those hired from the outside

or transferred-in former parent company employees who have severed their
employment relationship with the parent. How will the JV ensure it is truly able to
attract and retain its own high-caliber staff? This is easier said than done. While JVs
may offer great potential on many elements of an employee value proposition, they
also introduce structural disadvantages. Our recent survey of JV CEOs showed that
60% believe it is harder to attract and retain talent into a JV compared to a wholly-
owned business, and only 15% believe it is easier.

Launch is the time to design a talent program to reverse this reality - and use

the JV's ownership structure and relationship with the parent company to its
advantage to build a distinctive employee value proposition. A compelling talent
value proposition is constructed from five building blocks - great company, great
team, great job, great rewards, and great development. JVs offer certain distinct
advantages and disadvantages on each of these relative to wholly-owned businesses
(Exhibit 4). Our engagement surveys of JV employees and secondee populations show
that the “great job” element is ranked as the most important, while “great rewards”
and “great team” score relatively less important.

The goal of launch is to maximize the advantages and minimize the disadvantages
across all the building blocks. For instance, in a renewable energy JV, the partners
looked very closely at the “great development” element and established a whole set
of programs that would allow direct employees to participate in parent company
training and development programs. They also established a “rebadging program”
that allowed high-performing JV employees at a certain level, who had been with the
company for five years, to apply to become parent company secondees. Those who
were accepted then had their longer-term careers managed by the parent, opening
up significant career headroom in the larger parent company.
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Exhibit 4: JV Talent Value Proposition

Building Block

(and rank* of importance)

Potential Disadvantages Potential Advantages
Combination of scale and
capabilities of multiple parent

) companies creates unrivalled
competitive prospects for
the business

Parent companies limit JV's ability

to pursue future investments,

expand beyond original authorized (
scope, fully optimize products,
capabilities, and technology

Great Company
#2

JV suffers from high turnover on JV provides ability to expand
Board, committees, and seconded peer group and work with a wide
management team members; ( Great Team ) range of new colleagues who
disparate parent cultures create = have unique skills, capabilities,
tensions among colleagues and perspectives

Parents over-reach into JV role offers higher level of
operations, disempower JV responsibility and span of control
management, impose high Great Job - and more strategic and cross-
“governance tax” on JV, and #1 functional view of the business
introduce slow and complex - than similar roles in larger
decision-making parent company

JV offers no vehicle for long-term
wealth creation to direct employees; (

JV offers more potential financial
upside due to more performance-
based variable compensation,
synthetic stock options, potential
to IPO, etc.

Great Rewards

parent secondees disadvantaged e

in internal performance reviews
and calibrations

Direct employees have limited Direct employees have access
headroom due to parent company to wide array of training,
secondees in reserved leadership Great Development development, and rotational
“slots”; secondees disconnected #4 programs (e.g., reverse

from parents, disadvantaged in secondments) in multiple
future opportunities parent companies

* Average of stated and implied relative importance of building block to JV employees and secondees
Source: Ankura JV Talent Engagement Survey analysis

Launch is also the critical moment to establish a great culture. In many high-
performing JVs, the parents use JV formation as an “event” to create a culture quite
different from either parent company’s legacy operations - often to be more nimble
and innovative, less bureaucratic, and lower cost. In our experience, JV launch
planning should include a series of “cultural workshops” with JV management
designees and select parent company staff to define answers to these questions.®
During launch, the parents and future leadership team need to purposefully decide
on the desired culture of the JV and design structures, processes, policies, and other
mechanisms to help mitigate differences between parents.

® For further discussion on key talent and organizational issues in JVs, please see: “Secondee to None: How Joint Venture
Secondment Agreements are Often Deeply Flawed,” Jacob Walker, Shishir Bhargava, and James Bamford, Journal of
Energy & Natural Resources Law, September 2020; “Reserved Seating and Open Tables: Staffing Management Positions in
Joint Ventures,” James Bamford and Jason Reid, The Joint Venture Exchange, December 2019; “Shareholder Stewardship
of JV Employees,” James Bamford, Water Street Insight, January 2019; “Succeeding in Cross-Cultural JVs,” James
Bamford and David Ernst, The Joint Venture Exchange, October 2010; “Show Me the Money: Are Joint Venture Executives
Compensated Fairly? A Compensation Benchmarking Analysis,” James Bamford, Joshua Bright, and David Ernst, The Joint
Venture Exchange, January 2011; “Re-Gearing Talent Development in JVs,” James Bamford, The Joint Venture Exchange,
February 2014; and “Doing More with More: Shared Leadership Models in Joint Ventures, James Bamford, The Joint
Venture Exchange, July 2016.
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Dealmaking

PLANNING AND RUNNING JV LAUNCH

Beyond the four strategic imperatives, launching a world-class JV also depends
on running the process the right way. Below we share key observations on launch
planning and execution.

Do It Early: Launch Planning Informs the Terms of the Deal

Launch planning is critical to expose potential misalignments that a traditional deal
process may never uncover. Consider a large 50:50 Middle Eastern natural resources
JV with a fairly boilerplate set of legal agreements that defined the authorized scope
of the JV - each shareholder’s contributions, capital commitments, and ownership
rights - and a set of standard governance, dispute, and exit provisions. What

the legal agreements did not do - and what brought the venture to the brink of
unwinding 18 months later - was adequately define the JV’s operating model.

Exhibit 5: Parallel Paths — JV Dealmaking and Launch

Corporate Gate Review Process for JVs
Launch

ankura @»

Gate 1 Gate 2 Gate 3 Gate 4 Deal Close / Day 1 Gate 5
Permission to Term Sheet Review Draft JVA Review  Final Agreements Launch
Negotiate Review Close
Define opportunity Draft term sheet Draft JVA Finalize JVA Manage closing Execute on Day 1
and ancillary items Plans, including
Draft ancillary agreements Board Resolutions

Identify shortlist of
potential partners

Initiate “feeler”
conversations

Screen and
conduct outside-in
due diligence on
potential partners

Outline deal
principles, define
deal options and
key terms

Develop initial
business case

Start regulatory due
diligence

Evaluate tax and
accounting issues

Define launch team

structure (e.g., PMO)

Agree on Launch
Principles

Identify Key Risks

Develop early
Comms Plans

© Ankura. All Rights Reserved.

agreements

Create joint
financial model

Draft Day 1 Plans

Draft Launch
Masterplan,
including timeline
and workstreams

Draft 3-Year
Business Plan

Define partners’
roles at functional
operating level

Operationalize pre-
close governance

Draft Operating
Model Framework,
including high-
level Governance
Structure and DOA

Select members
of JV Board and
Committees

Deepen Launch
Masterplan

Finalize Day 1 Plans

Develop Mitigation
Plans for Key Risks

Search for key
execs (e.g., CEO)

Finalize 3—Year
Business Plan and
Year 1 Budget

Finalize Operating
Model Framework

Track and manage
progress against
Masterplan

Refine and execute
on Comms Plans

Finalize org chart
and staffing plan

Establish core
policies, processes,
and systems

Execute Masterplan
activities, including
standing-up

or integrating
functions,

hiring staff, and
establishing
remaining policies,

processes, and
systems

Build Board and
organizational
culture

Conduct “look back”
for lessons learned

Close down launch
phase oversight
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Would the JV be quasi-operated by the more experienced partner, running on its
processes and systems, or would it be operated as a true 50:50 JV? Would the JV be
a large operating asset that depended on one partner for critical corporate support,
or would it be structured as a standalone business, with its own finance, purchasing,
technical support services, and sales and trading functions? The partners disagreed
on the answers to these questions. Had they run launch planning in parallel with the
deal discussions, these future misalignments could have been exposed early - and
could have informed key terms in the deal, including the functional scope of the
venture, board delegations, and use of parent company technology, services, and
operating processes.

Rather than treating launch as an activity that can be pushed until after the
agreements are signed, launch should be placed in a “staggered start” to the deal
negotiations (Exhibit 5).

Specifically, the internal stage gate approval process that a JV will go through
should include not just the deal terms and agreements (e.g., term sheet, definitive
agreements) but also increasingly detailed elements of launch (e.g., business case,
launch plan, Day 1 and Year 1 organizational snapshots, operating model blueprint).

Agree on Key Design Choices of Launch Process

The first step in the launch planning process is to agree with your partner(s) on
how to run the process. We have outlined some of these key launch process design
choices below (Exhibit 6).

The answer to some of these questions is likely common across all JVs. For instance,
the deal team should start thinking about JV launch early - ideally prior to any
non-binding MOU or term sheet, as it informs deal terms. Answers to other design
questions will vary based on the context. For instance, the level and nature of
information shared with the partner is highly dependent upon legal requirements
and the nature of the partner (i.e., competitor vs. not).

Develop a Launch Masterplan

Prior to developing detailed functional plans, partners should first develop and align
on a Launch Masterplan - that is, a high-level plan, inclusive of key mile-markers,
major deliverables, closing requirements, critical interdependencies and risks, and
accountabilities for activities for the 3-6 months prior to close, and for the 6-18
months post-close. As part of the Masterplan exercise, the partners should build a
Launch Management Platform to enable progress tracking and cross-workstream
communication. The Masterplan and Management Platform help to frame and
organize detailed functional plans and serve as the organizing backbone of the
launch effort.

Run an Engaged, Collaborative, and Iterative Process

Joint venture launch planning should be run as a collaborative and iterative process,
bringing together executive sponsors and cross-functional experts from each partner
on a regular basis to collectively define and review key targets, major milestones,
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high-level workplans, and interdependencies. Interdependencies risk going
unnoticed - and unmanaged - without the opportunity for functions to collectively
communicate and cross-pollinate, and to build the working relationships necessary
to solve for issues in parallel. For example, the selection of HR processes and systems
cannot occur in a vacuum but needs to be done in parallel with finance and IT to
ensure the selection and design of a human resources management (HRM) system is
coordinated with finance’s choice of an enterprise resource planning (ERP) system,
and the launch of the HRM system is integrated into broader IT deployment plans.

Exhibit 6: JV Launch Process — Key Design Questions

Launch
Leadership

Under the Executive Steering Committee, who will lead the pre-close
launch activities - e.g., the future JV CEO or designated Launch Leader?

Team
Structure

Will we have a separate PMO to develop and manage the Launch
Masterplan; track progress, risks, and interdependencies; and regularly
report to parent company leadership? If yes, will the PMO be staffed by
an external consultant or internal team? How will we divide work and
structure functional and cross-functional workstreams?

Masterplan
System
Architecture

What technology platform will we use to manage launch activities and
track progress, and what functionality do we need?

to Deal Team work informs — and is informed by — the ongoing deal negotiations and
transaction terms?

What parts of launch planning should be done by each partner alone (e.g.,
because of commercial sensitivities), and what should be done jointly
with the counterparty?

Joint vs.
Separate Work

Information
Sharing

What information can we share with our partner — and what should we
not share, for competitive or other reasons?

Post-Close
Governance

Will the JV be subject to any special company-level oversight after Day 1

Relationship | How will the Launch Team relate to the Deal Team, and ensure that its
I (e.g., more frequent reporting), and if so, at what level and for how long?

© Ankura. All Rights Reserved.

Bring Launch to a Formal Close

The “end” of JV launch should not be an unnoticed event that quietly takes place
when the last piece of system integration occurs, when the venture’s product has
switched from prototyping into mass production, or when the last of the initial wave
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of hires has joined the company. Rather, JV launch should be treated as a discrete
phase, with different requirements and a clear end.

Increasingly, the most sophisticated companies provide an added level of scrutiny
to JVs during the first 12-24 months post-close - including monthly rather than
quarterly board meetings, semi-annual rather than annual corporate-level strategy
and performance reviews. Some companies think about board composition
differently during the first few years, for instance, having senior dealmakers and
more senior operating executives serving on the JV Board to increase continuity
from the deal phase. And companies might also have an added set of planning and
reporting requirements, such as bi-weekly operating reports, a separate launch
project plan and budget that are relaxed after the end of launch.

The last act before the launch phase is officially closed is to conduct a formal
“lookback;” or post-investment appraisal, which should include a formal debrief on
the launch process, and capture best practices and lessons learned - things that can
be used in launching the next JV.

JV launch is not rocket science. But it does require a very different set of tools than
integrating an acquisition or launching a new wholly-owned business. And that
toolkit is something that very few companies have. As one executive aptly told us
some time ago, “If you get this part of the mission right, the ship almost flies itself

The authors would like to thank Gerard Baynham, Tracy Branding Pyle, and Joshua
Kwicinski for their comments on this article, and our former Water Street Partners
and McKinsey & Co colleagues Ashley Snyder and David Fubini for their thoughtful
contributions to earlier co-authored articles that were important inputs into the
thinking in this whitepaper.
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How Ankura Helps on Joint Ventures
and Partnerships

At Ankura, we bring unrivalled experience and tools specific to joint ventures and partnerships and
combine these with deep functional expertise on strategy and planning, governance, finance, organization
and human capital, data and technology, operations, and project management, as well as industry and
regional knowledge and contacts. We serve clients across the individual venture lifecycle and at the
corporate portfolio level.
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From strategy development, deal origination, Ankura helps venture owners, Boards,

due diligence, valuation, synergy assessment, and management teams align complex

and financial modeling, to deal structuring, stakeholder interests and perform better by
negotiation, and operationalizing the providing assessments, plans and solutions,
agreements through governance and change management and execution support
organizational design, Ankura helps on strategy, governance, operating model,
companies form new JVs and partnerships. organization, culture, and operational

redesigns and improvements.
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When JVs and partnerships are facing Many of our clients have portfolios of JVs
performance challenges or disagreements, and partnerships or are developing strategies
Ankura brings a unique toolkit and that entail an ecosystem of partners. Ankura
benchmarks to diagnose underlying helps these companies develop partnering
issues, drive alignment on change, develop and ecosystem strategies. Ankura also helps
influencing plans, assist in partnership build corporate capabilities, processes, and
restructuring and relaunch, and, when policies to more effectively enter into new
necessary, manage disputes and exits. ventures and govern and manage risks in

existing JVs and partnerships.

Ankura Consulting Group, LLC is a global provider of a broad range of
consulting services. We help clients protect, create, and recover value.
Ankura has more than 30 offices worldwide.

For more information, please visit: www.ankura.com.
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