DUE DILIGENCE PLAYBOOK

Mastering Technology Value
Creation in Private Equity
Investments

A practical guide to designing and executing effective technology value creation
plans that maximise portfolio returns

Intology
Transformation | Programme Assurance | Recovery | Change | M&A

info@intology.co | +44 (0) 330 043 1642 | www.intology.co



e EE—————————————_——

INTOLOGY
Transformation | Programme Assurance | Recovery | Change | M&A

EXECUTIVE SUMMARY
In the competitive landscape of private equity, technology is a critical lever for accelerating value creation
and driving portfolio growth. However, nearly 70 percent of technology-enabled initiatives fail to meet their
targets, often due to fragmented strategies and poor integration. This playbook outlines a comprehensive
approach to developing and implementing a technology value creation plan that aligns tightly with business
objectives, identifies clear value levers, and embeds change management to ensure successful adoption. By
following this structured framework, private equity firms can mitigate risks, unlock hidden value, and enhance
operational performance across their portfolio companies. Intology’s consultants draw on extensive
experience leading major transformation programmes to provide actionable steps, best practices, and real-
world examples that empower investors to realise measurable returns from technology investments.

Introduction: The Strategic Importance of Technology in Private Equity

Private equity firms operate under intense pressure to deliver superior returns by not only selecting
promising investments but also enhancing the intrinsic value of their portfolio companies. Technology has
emerged as a fundamental driver of business transformation, operational efficiency, and competitive
advantage. Yet, many firms struggle to translate technology investments into tangible value due to a lack of
structured planning and integration.

Intology’s research indicates that nearly 70 percent of technology-enabled value creation initiatives fall short
of original expectations. Common pitfalls include siloed IT infrastructures, slow innovation, and misaligned
technology projects that fail to support broader business goals. This underscores the necessity of embedding
a robust technology value creation plan into the investment lifecycle.

This playbook provides private equity professionals with a pragmatic framework to develop, implement, and
monitor technology value creation plans. It emphasises the criticality of technology due diligence, strategic
alignment, clear value levers, capability assessments, phased delivery, financial transparency, and change
management. By adopting these principles, firms can accelerate growth, reduce integration risks, and
maximise the returns on their technology investments.

The Core Challenge: Why Technology Value Creation Often Falls Short

Despite the recognised importance of technology, many private equity-backed initiatives fail to realise their
full potential. The core challenges include:
» Fragmented Strategies: Technology efforts are often disconnected from the overall business strategy,
leading to initiatives that do not support key growth or efficiency objectives.
« Insufficient Due Diligence: A lack of thorough technology assessment during acquisition results in
unforeseen risks and missed opportunities.
« Capability Gaps: Portfolio companies may lack the necessary skills, infrastructure, or governance to
execute complex technology transformations.
» Poor Change Management: Resistance from business teams and inadequate training impede adoption
and limit value realisation.
* Inadequate Financial Tracking: Without clear metrics and ongoing monitoring, it is difficult to measure
progress or justify further investment.
For example, a mid-sized manufacturing portfolio company once experienced prolonged delays and cost
overruns in a digital automation project because the technology plan was developed in isolation from
operational goals and lacked stakeholder buy-in.
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This scenario illustrates how these challenges can compound to undermine value creation efforts.

Framework: Building a Comprehensive Technology Value Creation Plan

A successful technology value creation plan incorporates the following essential components:

1.

Technology Due Diligence Integration
Conduct detailed assessments of IT systems, architecture, security, and vendor contracts during the
acquisition phase.
Identify risks, dependencies, and quick-win opportunities to inform post-deal initiatives.

Clear Strategic Alignment

Ensure technology initiatives directly support corporate objectives such as market expansion, revenue
growth, or operational efficiency.

Engage business leaders early to define priorities and success criteria.
Defined Value Levers
Pinpoint specific technology-enabled levers like digital automation, cloud migration, data analytics, or
cybersecurity.
Establish measurable KPIs for each lever to track impact.
Resource and Capability Assessment
Evaluate existing IT talent, infrastructure readiness, and governance frameworks.
Plan targeted investments in skills development and platform enhancements.
Phased Delivery Roadmap
Prioritise initiatives based on impact, complexity, and organisational readiness.
Adopt agile governance to maintain control while allowing flexibility.
Financial Transparency and Tracking
Develop accurate forecasts of technology investment requirements.
Establish ongoing metrics to monitor costs, performance, and value realisation.
Embedded Change Management
Integrate stakeholder engagement, tailored training, and clear communication into the plan.

Assign business leaders accountability for championing technology adoption.

This framework ensures technology initiatives are not isolated projects but integral elements of value
creation.

Detailed Implementation Steps for Effective Technology Value Creation

To translate the framework into action, private equity firms and portfolio companies should follow these
practical steps:

1.

Initiate Technology Due Diligence Early
Engage technology experts during the acquisition phase to assess IT landscapes.
Document risks, integration complexities, and potential value levers.
Align Technology and Business Strategies
Convene cross-functional workshops with executives to align priorities.
Define clear objectives and success metrics for technology initiatives.

Map Value Levers and Define KPIs
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- ldentify technology areas with the highest potential impact.

« Set measurable KPIs such as cost savings, revenue uplift, or cycle time reduction.
4. Assess Capabilities and Plan Investments

» Conduct skills gap analysis and infrastructure audits.

- Prioritise recruitment, training, or vendor partnerships to fill gaps.
5. Develop a Phased Roadmap

* Sequence initiatives from quick wins to complex transformations.

« Use agile project management to adapt plans as conditions evolve.
6. Establish Financial Controls and Reporting

* Implement budgeting processes aligned with the roadmap.

» Track actual spend and benefits realisation regularly.

7. Embed Change Management

- ldentify key stakeholders and change champions.

« Design communication plans and training tailored to user groups.

* Monitor adoption rates and user feedback to adjust support.

For instance, in a recent engagement with a scale-up portfolio company, Intology combined technology
implementation with targeted change management, reducing adoption lead times by 40 percent and
significantly improving user satisfaction. Such integration is vital for success.

Best Practices for Sustaining Technology-Driven Value Creation

To maximise the impact of technology value creation plans, private equity firms should consider these best
practices:

- Early and Continuous Executive Engagement: Secure commitment from business leaders to champion
technology initiatives and ensure alignment with evolving business needs.

« Cross-Functional Collaboration: Involve IT, operations, finance, and commercial teams to foster shared
ownership and holistic solutions.

« Agile Governance: Implement flexible oversight mechanisms that balance control with responsiveness to
change.

« Transparent Communication: Maintain open channels to manage expectations, share progress, and
celebrate successes.

» Continuous Capability Development: Invest in upskilling IT and business users to sustain transformation
momentum.

- Data-Driven Decision Making: Leverage analytics to monitor performance, identify bottlenecks, and
optimise investments.
Applying these practices helps embed technology as a core enabler of value rather than a standalone
project. For example, a UK-based retail portfolio company instituted monthly cross-functional steering

committees and frequent stakeholder updates, which improved project transparency and accelerated issue
resolution.

Common Pitfalls and How to Avoid Them

Awareness of typical pitfalls can help private equity firms steer clear of costly mistakes in technology value
creation:
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« Neglecting Technology Due Diligence

Leads to unforeseen challenges post-acquisition. Avoid by integrating comprehensive IT assessments early.
» Misalignment with Business Strategy

Results in technology initiatives that do not drive value. Mitigate by ensuring clear strategic linkage and
executive sponsorship.

* Overlooking Change Management
Causes low adoption and resistance. Embed stakeholder engagement and training from the outset.

» Underestimating Resource Requirements

Leads to capability gaps and delays. Conduct thorough capability assessments and plan investments
accordingly.

» Lack of Financial Transparency

Makes it difficult to track ROI and justify spend. Implement robust budgeting and performance tracking.

» Siloed Approach
Technology initiatives isolated from business functions reduce impact. Promote cross-functional collaboration.

By proactively addressing these issues, firms can enhance the likelihood of successful technology-enabled
transformations.

Measuring Success and Realising ROI
Quantifying the impact of technology value creation is essential to validate investments and guide ongoing
decisions. Key considerations include:
« Defining Clear Metrics: Establish KPIs aligned with value levers, such as cost reduction percentages,
revenue growth rates, process cycle time improvements, or customer satisfaction scores.

» Baseline Assessment: Document current performance levels before implementation to enable accurate
comparisons.

* Regular Monitoring and Reporting: Use dashboards and periodic reviews to track progress against
targets.

» Benefit Realisation Tracking: Distinguish between forecasted and actual benefits to identify gaps and
corrective actions.

» Financial Analysis: Calculate return on investment (ROI), payback periods, and total cost of ownership.

For example, a portfolio company migrating to cloud infrastructure tracked monthly operational cost savings
and system uptime improvements, achieving a 25 percent reduction in IT expenses within the first year. Such
tangible evidence supports continued investment and stakeholder confidence.

Intology recommends embedding measurement frameworks into the value creation plan from inception to
ensure disciplined tracking and continuous improvement.

Next Steps: Embedding Technology Value Creation into Your Investment
Approach

To embed technology as a strategic driver of value creation, private equity firms should:
* Integrate Technology Due Diligence into Standard Acquisition Processes
- Develop or refine technology value creation frameworks tailored to portfolio characteristics

< Build cross-functional teams combining investment, technology, and operational expertise
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« Establish governance structures to oversee technology initiatives and change management

« Invest in capability building within portfolio companies to sustain transformation

* Leverage external expertise, such as Intology’s consultants, to provide independent assurance and

specialist guidance

By taking these steps, firms can move beyond ad hoc technology projects towards systematic, repeatable
value creation that enhances portfolio performance and competitive advantage. The evolving investment
landscape demands a disciplined, integrated approach to technology enablement - a commitment that will
increasingly differentiate successful private equity investors.

KEY TAKEAWAYS
« Integrate comprehensive technology due diligence early in the acquisition process to identify risks and
opportunities.

- Align all technology initiatives tightly with overarching business objectives to ensure strategic relevance.
» Define clear, measurable technology-enabled value levers with associated KPIs to track impact.

» Conduct thorough assessments of IT capabilities and plan targeted investments to address gaps.

» Develop phased implementation roadmaps prioritising quick wins and maintaining agile governance.

- Embed change management throughout to secure stakeholder engagement and accelerate adoption.

- Establish financial transparency with ongoing metrics to monitor costs, performance, and ROI.

» Avoid common pitfalls by fostering cross-functional collaboration and maintaining executive sponsorship.

ABOUT INTOLOGY

Intology is an independent UK management consultancy specialising in business transformation, programme
assurance, programme recovery, change management and M&A. Our consultants help scale-ups, PE-backed
businesses and large enterprise organisations deliver complex change with reduced risk and measurable value.
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