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Index

A
Accounting system, usage, 134
Acquisition

decision. See Company
consulting firms, importance, 33

decision-making process, 14
price, 17
program, sustenance, 15

Acquisition offers
shareholder assessment, 6
value, 7

Advisors, 199
endnotes, 204–205

Advisor/underwriter counsel, 171–173
Advisory assignment, usage, 189
American Bar Association (ABA), report, 101
American business, construction, 155–156
America Online (AOL), 1

Business Affairs team, staff members
(number), 15

stock price, financial restatements
(impact), 133

Analysts, ranking, 186–187
Angels, 129, 133–134

rounds, 147
Antitrust laws

area specialists, 174
violation, 211–212

Area specialists, 173–175. See also
Antitrust law; Estates; Intellectual
property; Litigation; Real estate;
Taxation; Trusts

Assets
determination, 88
portion, sale, 9

Associates, ranking, 187
Auditors

role, 201–202
usage, 199–202

Auto-vesting, 51–52

B
Bankruptcy, 110

sales
asset breakdown, 24–25
process, 24

usage, 23–24

Barbarians at the Gate, 177
Bargaining position, strengthening, 66
Beatrice, strategic transactions (usage), 60
Bezos, Jeff, 112
Biases, discussion, 65
Bid-ask spread, impact, 143
Bidding process, publicizing, 25
Bids, collection/analysis, 186
Biotech line managers, rank (increase), 91
Board of directors, 99

approval, requirement, 9
decisions

attraction, 103
management, impact, 38

economic model, incentives/biases,
104–106

endnotes, 107–108
focus, 10
identification/function, 102–104
impact, 101
interaction, 106–107
involvement, limitation, 100–101
management, 106–107
member

approach, 64–65
quest. See Executive management

network/support, 144–145
private investors, placement, 135–136
role, 100–102
sitting, 144–145
support, 106

Body language/tone, impact, 66–67
Borrowing capacity, 4
Bottom-line profitability, 92
Build versus buy analysis, 16
Burger King franchise, sale, 1
Business

core metrics, 85–86
course, change, 103
development, 87

term, usage, 59
financials/metrics, 137
growth, founder (absence), 111
leaders, impact, 102
managers, vertical work, 63
movement, LBO/MBO usage, 144
strategic direction, 37
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218 INDEX

Business (Continued)
strategy, importance, 62
valuation, 142–143

Business-line colleagues, usage, 77
Buyers, 11–28

counsel, 170–171
decision, 11–12
decision-making process, 9
endnotes, 28–29
management/interactions, 22–28
motivation, examples, 17e
people, 1

Buy/sell decisions, making, 121
Buy-side analysts, impact, 137

C
Calhoun, Dennis (hiring), 39
California Public Employee Pension Fund

(CalPERS), impact, 119
Capital

amounts, 134
delinkage, 96–97
expenditures, 15, 87
investment, 13

Capital One, equity/debt securities
(issuance), 195

Chaebol, 135
Chief Executive Officer (CEO)

equity holdings, 65
financial interests, importance, 65
punishment mechanism, 50
reward, 105
risk, 110

Cisco, 194
Clients, long-term continuous

relationships, 156–157
Closely held private companies, 8–9
Closing, 73–74

technicalities, 164
Color commentary, addition, 89
Communications

firm, usage, 202–203
press, value, 214

Company. See Resource-constrained
companies

acqusition, 47
decision, 16

buyer decision, 15–16
constituents, consideration, 5–6
core ethos/philosophy/culture, 111–112
decision-making system, impact, 7–8
financial stake, 110
future value, assessment (inaccuracy),

6–7
independence, 3

information, sharing, 11
internal infrastructure, necessity, 15
market share, 212
operation, continuation, 5–6
preferential relationships, 132
purchase, 67

initiation, 141
risk-adjusted future value/opportunity,

capture, 6
self-perpetuation, 8
Strategic Transaction, execution

(discomfort), 14
valuation, 22

historical peak, advantage, 3
value

increase, management team
(incentive), 49–50

stock price, impact. See Public
company

Company-related players, 31
Company sale

decision, 3
interaction, 10–11
viewpoint, 8

Company-sponsored charity, impact, 94
Confidentiality, importance, 25
Consultants, 31

usage, 199–202
Consulting firms, importance. See

Acquisition
Controlling interest, material offer, 123
Core business, growth, 10
Corporate banking titles, investment

banking titles (contrast), 187–188
Corporate Dealmaker (journal), 34, 61
Corporate decisions, 14–15
Corporate development, 53

challenge, 68–69, 71
executives, resume, 81
high-profile position, 76
importance, 64
report, 76
responsibility, 73
role, 68–69, 76–77
term, usage, 59
visibility, 76–77

Corporate development officers, 173
approach, determination, 65–66
private investors, advantage, 141

Corporate development professionals
identification/function, 76–79
impact, 60–61
personality, 79

Corporate development staff
deal professionals, status, 82–83
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Index 219

impact, 74–75
incentives, 80, 81
management/interaction, 80–83
origination, 59–60
responsibility, 61
sources, 78–79

Corporate/division strategy, 62–63
Corporate goals, 20
Corporate law, usefulness, 109
Corporate lawyers

relationship. See Specialists
work, 165–166

Corporate-level staff function, 75
Corporate-level topics, 68
Corporate venture capital commitments,

132e
Corporate venture investors, cautiousness,

133
Corporation organization chart, sample,

18e
Counsel. See Advisor/underwriter counsel;

Buyers; Outside counsel; Sellers
term, 156

Counselor, role. See Lawyers
Counterparty

deal discussion, comfort, 66
executive management, 40
goodwill, increase, 68
negotiation ability, 52–53
problems, 67–68

Cross-border strategic transaction
differences, 211
undertaking, 210–211

Cross-company relationships, 105
Cross-promotions, 196
Customers

base, retention/degradation, 92
contracts, strength, 89
line manager focus, 19
transitioning, costs, 71

CYA method, usage, 41, 185

D
Daimler-Chrysler merger, 43, 202
Day-to-day management, delegation, 109
Day-to-day operations

founder involvement. See Google
growth, 86–87
line management, impact, 85

Deal-closing incentives, 190
Deal maker, role. See In-house deal maker
Deal player ecosystem, 31

illustration, 32e
supporting players, 31–32

Deals. See Hostile deals

assessment, 40
executives, involvement, 48
financial performance, 74

tracking, 79–80
focus, 33
hurdle, 106
impact. See Public company
importance, 72–73
issues, importance, 2
junior level closure, 190–191
lawyers, impact, 163–164
life cycle, 40–41
line management experience, 75
process

involvement, 104
sequence, 71

profile, 202–203
sinking, improbability, 53
sourcing, 139–141
strategic attractiveness, 56
terms, sign-off, 88

Decision approval, 8
Decision making

power, 18
system, impact. See Company

Department of Justice. See U.S.
Department of Justice

42Developing companies, private investors
(impact), 1

Directors & officers (D&O) insurance,
99

Directors & officers (D&O) liability
insurance, receiving, 105

Direct strategic transaction experience,
levels (variation), 76

Discussion, 64–68
Division, sale, 9
D&O. See Directors & officers
Documentation, importance. See Lawyers
DOJ. See U.S. Department of Justice
Dominance, establishment, 66
Do-nothing strategy, aversion, 45–46
Dot.com bubble, 46–47
Due diligence, 68–70, 88–89. See also

Lawyers; Legal due diligence;
Private investors

conducting, 165–166
consultants, impact, 200–201
discovery, failure, 171
documents, review, 155
example, 168–169
planning. See Line staff
process, logistics, 68
team, members (material gathering), 73
term, 141–142
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220 INDEX

E
Early-stage business, 133
Early-stage company

actions, 92–93
control, 136
private investors, impact, 142
venture capital firms, interaction, 137

Early-stage venture capital, maturity scale,
147

Economic model
simplicity, 22
understanding, 21

EDGAR, usage, 204
Enron

investment, 120
scandal, 209

Entrepreneurial role, 113
Equity

executive management holding, 37
holders, 109

endnotes, 125–127
offering, 144

Estates, area specialists, 174
Exchange Act of 1934, 208
Executive management, 37

board of directors, member requests,
101

deferral, 41
economic model, incentives/biases,

49–52
endnotes, 56–57
high-level strategic approach, theory,

47–48
identification/function, 43–49
managing, 40
opposition, 106
personal goals, 52
tenure, shortness, 44

Executive managers
overachievement, 43
role. See Strategic Transaction
stock price, decrease (impact), 50

Executives
compensation packages, 39
interaction, 52–56
leadership/action/self/ego, combination,

47–48
moral/personal stance, danger, 48–49
role, 40–43

External advisors, 31

F
Fairness opinions

investment bankers, impact, 183–185
usage, reasons, 184–185

value, 185
Family-owned businesses, 1–2
Federal Trade Commission. See U.S.

Federal Trade Commission
Fiduciary duty, examination, 37–38
Finance, executive manager focus, 19
Finance experts, 181–182
Financial analysis, investment bankers

(impact), 181–182
Financial components, 104–105
Financial incentive, impact, 189–190
Financial information, inclusion, 184
Financial liability, restriction, 213
Financial metrics, details (understanding),

78
Financial modeling, relationship. See

Valuation
Financial performance

application. See Real-time compensation
decisions

compensation/success/promotion,
relationship, 85

driving, 94
focus, 93–94
impact, 64
metrics, creation, 87

Financial printers, usage, 204
Financial pro forma, understanding,

201–202
Financial projections, quality (absence), 72
Financial reporting system, usage, 134
Financial return maximization,

institutional investors (focus),
121–122

Financial skills, basis, 182
Financial targets, alignment, 97
Financing bankers, 195
Ford, William (resignation), 111
Ford Motor Company, family

involvement, 111
Foreign regulators, impact, 210–211
Formal auction, usage, 23
Formal discussions, initiation, 67
Founder-run companies, negotiation

(delegation), 54
Founders, 109–117

company symbols, 112
economic model, incentives/biases,

114–115
emotional/financial biases/incentives,

combination, 114–115
identification/function, 113
impact, 111–112
incentives problem, 117
interaction, 115–117
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Index 221

management, 115–117
net worth, 116
nonfinancial/financial goals,

understanding, 116
personality/expertise, variation,

116–117
personal wealth, impact, 114
problems, 113
replacement, 4
role, 111–112
sounding board, 115–116

FTC. See U.S. Federal Trade Commission
Full-time executives, impact, 100–101
Fund managers, origination, 120–121

G
Gates, Bill, 112
General Electric, management

development (leader), 90
Generalists, usage, 78
Generally accepted accounting principles

(GAAP), 79
General Motors (GM)

day-to-day operations, 42–43
equity/debt securities, issuance, 195

Goldman Sachs, impact, 193
Google, day-to-day operations (founder

involvement), 111
Growth

driver, 62
maximization, 2–3

H
Hedge funds, behavior, 129
High-yield bonds, offering, 196
Hostile deals, 124
Hub-and-spoke strategy, adoption, 110
Hughes Electronics, 1

I
Illuminet

market capitalization, 7
sale, 7

Imclone, investment, 120
Independent press, 31
Independent regulators, 31
Indications of interest, list (development),

179
Industry-focused investment bankers, 180
Industry regulators, focus, 210
Industry specialists, 193
Information

bias, absence, 214
completeness, 214
disclosure, 26–27

In-house corporate development, 59
economic model, incentives/biases,

79–80
endnotes, 83–84
focus, 34
professional, role, 60–76
specialists, role, 13

In-house deal maker, role, 60–76
In-house investment bank lawyers, role,

172
In-house lawyers, 153–154
Initial public offering (IPO), 144

candidates, 180
form, 134
optimal window, 145–146
preparation, 23
receiving, 22
road show, 186
usage, 158

Institutional investors
communication, initiation, 124
conflict, 122
focus. See Financial return maximization
involvement. See Strategic Transaction

Institutional shareholders, 117–125
activism, 123
approach, rarity, 124–125
capability, 50
economic model, incentives/biases,

121–122
identification/function, 119–121
importance, 123–124
lobbying, 123
management/interaction, 122–125
role, 118–119

Integration. See Postdeal integration
execution, 88–90

Integration planning, 70–71, 88–90
consultants, impact, 201
failure, impact, 70
process, 33
purposes, 70–71
usage, 32–33

Intellectual property
area specialists, 173
niche area, 88–89
rights, 160

Intermediary, deal discussion, 66
Internal build strategy, 16
Internal candidates, political connections,

76
Internal metrics/goals, combination, 72
Internal players, 31

involvement, 34
Internal process management, 72–73
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222 INDEX

Internet boom, banks (impact), 193
Investment bankers, 177

abilities, 78
advantages, 182–183
base salary, 190
economic model, incentives/biases,

188–191
emergence, 177–178
endnotes, 197
experience, depth, 183
hiring, 192
identification/function, 186–188
impact. See Fairness opinions; Financial

analysis; Process management;
Valuation

interaction, 191–193
lawyers, impact, 172–173
management, 191–193
role, 177–186
strategy identification, 180–181
target identification, 180–181
variations, 193–197

Investment banking
advisory fees, example, 189e
team, analysts (relationship), 186–187

Investment banks
advisor, necessity, 191
hiring, 186
product specialists, usage, 194
research division, 196
specialty group, building, 193

Investment round negotiation, example,
148e

Investments, negotiation/structuring, 144
IPO. See Initial public offering

J
Jobs, Steve, 112
Johnson & Johnson, Tylenol reaction, 213
Junior associates, management, 166
Junior lawyers, impact, 164

K
Keiretsu, 135
Kelleher, Herb (founder, impact), 110
Kohlberg Kravis Roberts (KKR), VNU

acquisitions bid, 118
KPMG, strategic transaction advisory

offering, 201

L
Labor, niche area, 88–89
Late-stage venture capital, maturity scale,

147

Law firm, business model, 167–168
Lawyers, 153. See also In-house lawyers

associates, 165
buffer role, 162
counselor, role, 156–157
credentials, 165
documentation, importance, 163–164
due diligence, 158–163
economic model, incentives/biases,

167–168
endnotes, 175–176
identification/function, 165–167
impact. See Junior lawyers; Regulatory

guidance; Senior lawyers
interaction, 168–169
management, 168–169
negotiations, 160–163
pressure, 167
representation, 157–158
role, 156–164
strategic advisor, 156–157
variations, 169–175

Layoffs, avoidance, 110
LBO. See Leveraged buyout
Legal counsel, consultation, 123–124
Legal due diligence, 159–160
Legal obligations, 159
Legal representations, 88
Legal structures, creation, 134
Leveraged buyout (LBO), 129, 134, 137

execution, 142
Liabilities

danger, 99
determination, 88

Line management, 85
appeal, 82
economic model, incentives/biases,

92–95
experience. See Deals
expertise, 61
impact, 64. See also Day-to-day

operations
interaction, 95–97
involvement, areas, 88–90
judgments, 94
resources, providing, 89
responsibility, 86–87
staff, contribution, 68
visibility, 69–70

Line managers
career paths, 91
communication ability, 69
compensation, 93–94
deal excitement, 96
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Index 223

demands, 67–68
identification/function, 87–92
role, 86–87

Line staff, due diligence planning, 69–70
Liquidity event

management, 145–146
recognition, 116
trigger, private investor (impact), 149

Liquidity source, 131
Litigation

area specialists, 174
risk, 99

Loans, forgiveness, 51
Local regulators

passivity, 209–210
purpose, 208–210

Long-term compensation, 130

M
Malpractice insurance, cost, 4
Management. See Executive management

approvals/signatures, obtaining, 74
attention, 122
people, history/background

(understanding), 45
relationships, 50
structure, 130
team

incentive. See Company
weakness, 63–64

Management buyout (MBO), 129, 134,
137

execution, 142
Managing directors, 188
Margin measures, variety, 92
Marketing responsibility, 87
Market leading provider, 54
Market-level valuation metrics,

combination, 72
Market perception, executive manager

focus, 19
MBO. See Management buyout
Merck drug development, 17
Mergers and acquisitions (M&A)

agreement, length, 163
education, 61
investment bank advisory work,

179–180
statistics, 1
term, usage, 59
transactions

completion, 1
historical size/volume, 12e

Mutual pensions, activity, 117–118

N
Nasser, Jacques, 111
Negotiation, 64–68. See also Lawyers

challenge, 101
delegation. See Founder-run companies
initiation, 67
process, management, 101–102
skills, 77–78

Nondisclosure agreement (NDA)
protection, obtaining, 27
signing, 25–26

Nonfinancial issues, inclusion, 9
Nonfinancial terms, sacrifice, 81

O
Offer price, balance (mathematical

equation), 7–8
One-on-one negotiation, 170
One-time cash bonuses, usage, 51
Operational knowledge, 89
Operational performance,

compensation/success/promotion
(relationship), 85–86

Organizations
leading, 47
rifts, occurrence (advantage), 81–82
velocity, 43

Outside counsel, 153–154
impact, 154

Ownership chain, examination, 31–32

P
Partnering model, 62–63
Partners, impact, 166–167
Partnerships, education, 61
Passive investors, action, 119
Pension funds, activity, 117–118
People management skills, importance, 91
Performance, upside, 41
Performance-based earn-out, 20
Personality traits, impact, 45–46
Pfizer drug development, 17
P&L. See Profit and loss
Plausible deniability, 67
Portfolio

groups, appearance, 135
makeup, 8
monitoring, 121
total dollar amount, 120
value, 119

Positive margins, decrease, 46
Postdeal integration, 74–76
Post-dot.com bubble era, 131
Postinvestment support, role, 144–145
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224 INDEX

Preoffer, 10–11
Press, 212–215. See also Independent

press
interaction. See Regulators

Principals, supporting players
(interaction), 33–35

Private companies. See Closely held
private companies

concerns, 55
rational approach. See Strategic

Transaction
Private equity firms, comparison. 

See Venture capital
Private investors, 129

advantage. See Corporate development
officers

ambition, 138–139
business model, 148
due diligence, 141–142
economic model, incentives/biases,

146–149
endnotes, 150–151
focus, 148
identification/function, 136–146
interaction, 149–150

key, 130
involvement, level, 146
management, 149–150
network/support, 144–145
placement. See Board of directors
portfolio, relationships, 135
relationships, 140

management, opportunities, 149
role, 131–136
skills mix, 138
staff, impact, 139

Privately owner companies, 4
Process management, investment bankers

(impact), 186
Product

development, 112, 129
driving, 87

line manager focus, 19
Product-focused role, 134
Product marketing, costs, 17
Product specialists, 194
Profit and loss (P&L) statements

combination, insufficiency, 70–71
usage, 93

Pro forma financials, valuation, 77
Proxy firms, role, 203–204
Public acquisitions, 184
Public company

executives, short-term results, 49

financial results, deal (impact), 55
value, stock price (impact), 6

Public relations (PR) firm
consultation, 35
goal, 55
usage, 202–203

Public shareholders, 117–125
economic model, incentives/biases,

121–122
identification/function, 119–121
management/interaction, 122–125
role, 118–119

Purchase decision
economic model, incentives/biases,

21–22
Purchase decision, example, 18–20
Purchase initiation, 141. See also

Company purchase
Pure technologists, 90

R
Rank-and-file managers, 37
Rank-and-file staff, payment/motivation,

91
Real estate, area specialists, 174–175
Real-time compensation decisions,

financial performance (application),
80

Regulators. See Independent regulators
focus. See Industry regulators
impact, 207–212. See also Foreign

regulators
interactions, 157–158
press, interaction, 207

endnotes, 215–216
purpose. See Local regulators; State

regulators
Regulatory guidance, lawyers (impact),

157–158
Regulatory requirements, imposition, 4
Regulatory review, risk, 99
Relationship managers, 193
Relationships, network (leveraging), 66
Representation, signing (refusal), 161
Research analysts, 195–197
Resource-constrained companies, 4
Revenue

generation. See Round-trip revenue
measurement, 95

Rising star, acquisition, 54
Risk

aversion, 41
factors, 158
lawyers, focus, 19
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level, 147–148
Risk-adjusted future value/opportunity,

capture. See Company
Rollins Truck Leasing, UPS truck leasing

business (acquisition), 96
Round-trip revenue, generation, 132

S
Sale. See Company sale

decision-making process, 9
process

example, 23–24
map, sample, 24e

Sale decision, 2–4. See also Company sale
economic model, incentives/biases, 5–10

Sarbanes-Oxley Act
impact, 100, 123
passage, 99

Securities Act of 1933, 208
Securities and Exchange Commission

(SEC)
oversight, 212
publicly filed documents, requirement,

101
regulations, complexity, 2
regulator, 117
role, 208

Seesaw effect, example, 20
Self-interested behavior, absence, 38
Sellers, 2–11

counsel, 169–170
endnotes, 28–29
management/interaction, 10–11
motivations, 5e
people, 1
ultimatum, usage, 26

Senior executives
attention, 48
contract, common terms, 51–52
negotiation, 52
skills/personality traits, importance, 44

Senior lawyers, impact, 157
Severance costs, 71
Shareholders

approval, 8, 109, 203
assessment. See Acquisition offers
defrauding, rarity, 38
goals, 20
lawsuits, 184
population, diversity, 9
value, maximization, 5, 9

focus, 7–8
voice, 100
vote, requirement, 123

Shareholder services firms, role, 203–204
Short-term economic impact, focus, 21
Short-term focus, driving, 22
Skadden, Arps (law firm), 33
Specialists, corporate lawyers

(relationship), 174–175
Specific-purpose team, hiring, 15
Staff volunteerism, turnout (example), 94
Stand-alone company, value (balance),

7–8
State regulators, purpose, 208–210
Stock price

decrease, 21
impact. See Executive managers

impact. See Public company
increase, 87
volatility, 26–27
worthlessness, 46

Stocks
IPO, 178–179
options, 49
purchase, options, 45–46
restricted shares, purchase, 45–46

Strategic advisor. See Lawyers
Strategic-level management consulting,

199
Strategic Transaction

advisor, 180
assessment, 37
commonness, increase, 14
context, 113
execution

decision, 181
discomfort. See Company
executive managers, role, 39

experience, levels. See Direct strategic
transaction experience

founder viewpoint, 115
growth opportunity, 42
impact, 13, 114
insight, 27–28
institutional investors, involvement,

122–123
interest, 12–13
investment bankers, advice, 171–172
involvement, 86
number increase, 12
players, impact, 26–27
prima facie support, 96
private companies, rational approach,

21–22
professionals, number (increase), 34
pursuit, 34–35
role, specialists (impact), 174
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226 INDEX

Strategic Transaction (Continued)
roles, professionalization, 33–34
shift, 13
steps, 61
tool, usage, 95
usage, 11–12, 62–63

incentive, 96–97
Strategy development, consultants

(impact), 200
Strategy identification. See Investment

bankers
Subsidiary, sale, 9
Success fee, 188–189
Succession planning, 4
Supporting players. See Deal player

ecosystem
interaction. See Principals

Support staff, impact, 136–137
Synergies

executive manager focus, 19
opportunities, assessments, 72

T
Target

financials, 71–72
identification. See Investment bankers
list, 63–64
negotiation, selection, 103

Taxation
area specialists, 173
structuring, 173

Technology
boom, 143
bubble, collapse, 12–13
development, time element, 16–17
space, investors (problems), 140–141

Top-line revenue,
improvement/maintenance, 92

Trading bankers, impact, 195
Transactional risk, avoidance, 172
Transactions

completion. See Mergers and
acquisitions

emotional stake, 2
number, increase. See Strategic

Transaction
usage. See Strategic Transaction
valuation, 77

Trusts, area specialists, 174
Tyco, 194

accounting challenges, 13
strategic transactions, usage, 60

Tylenol Murders (1982), 213

U
Uncertainty, impact, 8
Underwriting role, 178
UPS, truck leasing business (sale), 96
U.S. corporate law, tenet, 37–38
U.S. Department of Justice (DOJ),

211–212
U.S. Federal Trade Commission, 211–212

V
Valuation. See Business

details, understanding, 78
financial modeling, relationship, 71–72
historical peak, advantage. See

Company
investment bankers, impact, 182–183
methods, 143

Value, factor (impact), 64
Venture capital

commitments, 132e. See also Corporate
venture capital commitments

firms, interaction. See Early-stage
company

investors, 82, 129
portfolio company, relationship, 136
private equity firms, comparison, 130

Venture capitalists, 129
Venture investments, money

(commitment), 131
VeriSign, Illuminet purchase, 7
Vertical product/technology, leverage, 3
Vivendi, entertainment properties (sale), 23
VNU

acquisitions bid. See Kohlberg Kravis
Roberts

private movement, 39
Volatility, amount, 93

W
Wachtel Lipton (law firm), 33
Wall Street (movie), 177
Wall Street research analysts, controversy,

209
Warranties, 88

signing, refusal, 161
WorldCom

investment, 120
scandal, 209

Worst-case scenario, 8

Y
Yahoo!, public movement, 145
YouTube, sale, 145
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