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Introduction to Direct Energygy

Mass Markets Energygy
– Natural gas and electricity sales to residential and small commercial 

customers
Commercial and Industrial (C&I) Energy
– Natural gas and electricity sales to medium and large sized businesses, 

public institutions and governmentpublic institutions and government
Upstream and Wholesale Energy
– Natural gas and power production; wholesale energy auctions; g p p ; gy ;

procurement and proprietary trading of energy.
Services
– Residential and business services (HVAC installation, protection plans 

and repair, energy efficiency advice)

2008 Financials: C$11.4B revenues; C$417M profits
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M&A historyy

40+ acquisitions over 9 yearsq y
Aug 2000 – Direct Energy
May 2002 – Enbridge Home Servicesy g
Dec 2002 – WTU & CPL (Texas)
May 2004 – ATCO Retail
Jun 2004 – Bastrop Energy Center
Oct 2004 – Residential Services Group
Dec 2004 – Frontera Energy Center
Feb 2006 – Paris Energy Center
Jan 2008 – Rockyview Energy
Jun 2008 – Strategic Energy

…. more to come
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E d l i diff t!Every deal is different!
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Transaction typesyp

Increasing Complexity of IT IntegrationIncreasing Complexity of IT Integration

TransformationalProduct/Market Extension“Bolt-on”
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5



6



IT approaches to integrationpp g

nature of acquired business + rationale for acquisition

Example factors to consider – will vary in importance

State of target’s IT
Size of business – scope, scale, complexity
Requirement for autonomy to preserve strategic capabilities
Regulatory/market environment
Customer impact
Fit with current skills and competence
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Adapt to business maturity

Business 
Sil
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T h l
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Source: Enterprise Architecture as Strategy: Creating a Foundation for Business Execution,  J. Ross, P. Weill, D. Robertson, HBS Press, 2006.
Percentage of firms in each stage updated based on a survey of 1508 IT executives.

25% 46% 27% 2% % of Firms

Copyright MIT Sloan Center for Information Systems Research.
Used with permission
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Figure out your business model
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Source: Enterprise Architecture as Strategy: Creating a Foundation for Business Execution, J. Ross, P. Weill, D. 
Robertson, HBS Press, 2006.

Low High

B i  P  St d di ti
Copyright MIT Sloan Center for Information Systems Research.
Used with permission
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TOGAF 9 principlesp p

Subset relevant to IT strategies in the context of M&A

Derive approach from business strategy

Migration strategies & transition architectures

Risk management
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Priority managementy g

Balance ‘run the business’ with ‘change the business’g
Weave tasks into single prioritization process

Business Unit

ESC
Prioritization
Committee

• Portfolio mgmt

•Escalation 

Governance Committee
•Strategic Changes

Executive Sponsor 
• Portfolio mgmt
• Risk assessment
• Customer view
• Capacity mgmt

•Synchronize 
Expectations
•Address Issues & risk
•Make Decisions, Enlist 
Support

g g
•Business inclusion
•Mentoring and Coaching
•Integrated Capacity Mgmt.
•Integrated BAC

Program Realization Team

• Re-prioritization

Requires
• Co-operation

•Mentoring and Coaching
•Drive Project Standardization
•Training

•Escalation
•Report Progress, and 
Synchronize Expectations

Working Team

• Co-operation 
• Compromise
• Communication
• Trust

Business Partners (Sales, Marketing, 
Operations)

•Training
•Best Practice refinements

•Address Issues & risk
•Actions-Decisions, 
•Enlist Support
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Cited reasons for M&A failures

Strategic 
• Market and/or operational similarity
• Market and/or operational complementaryMarket and/or operational complementary
• Market and/or purchasing power

Organizational integration
• Acquisition experience
• Relative sizeRelative size
• Cultural compatibility

FinancialFinancial
• Acquisition premium
• Bidding process

D dili• Due diligence

Source: Thomas Straub, “Reasons for frequent failure in Mergers and Acquisitions”
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Lessons learned at Direct Energygy

Pre-deal Post-deal

Careful due diligence Cultural integration

Negotiation strategy Change management

Integration plan Platform consolidation

[platform = IT + business process + staff + vendors + data][platform  IT + business process + staff + vendors + data]
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IT capability at Direct Energyp y gy

IS team aligned / embedded within broader business teamsg

Multiple awards for innovation; teamwork; leadershipp p

Participant in M&A – before, during, after – deals
– Due diligence templates
– Input to valuations

E i f i i i i i– Execution of integration activities

Open Group involvement since 2006; 30+ TOGAF certificationsOpen Group involvement since 2006; 30+ TOGAF certifications
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Summaryy

40+ deals in 9 years and counting40+ deals in 9 years and counting

Fit IT approach to deal type and business objectivesFit IT approach to deal type and business objectives

Build M&A skills into IT team

Balance business priorities with integration activity

Review results – carry lessons into next deal
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