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NLT Corporation, 238

Northrop Grumman Corp., 114

No-shop provisions, 222

Novartis, 115, 530

NYSE Euronext (NYX), 31, 75, 87, 497, 503,

566

Obama, Barack, 14

Offer to purchase, 82–84, 251

Office Depot, 114

OfficeMax, 402

Ohio Mattress, 351

Oligopolies, 42, 43, 156, 160

Open market purchases, 77, 82, 83, 222, 251,

267–271

Open-end investment companies, 29

Option pricing model, 557–559

Oracle, 22, 194, 482

Organizational form and tax issues, 617, 621

Otis Elevator, 54, 55

Outliers, 560

Over-the-counter (OTC) market, 566, 567

Overvalued companies, 68, 325, 544–546, 582

Owens Illinois, 208

Pacific Century CyberWorks Ltd., 9

Pac-Man defense, 207, 238–239, 242

PanAmSat Holding Corp., 338

Pantry Pride, 220, 308

Paramount Communications, 219, 222, 239, 567,

568, 575

Paramount Communications v. Time, 239

Paramount Pictures, 49, 122, 123

Parmalat Finanziaria SpA, 444

Partial acquisitions, 27, 28

Payment method, short- and long-term effect of,

582–584

Payment method, short- and long-term effects of,

580, 581

Payment-in-kind (PIK) securities, 349

Pechiney, 121

Peltz, Nelson, 212, 286, 287, 545

Peninsular & Oriental Navigation Co. (P&O), 70,

87

Penn Central Railroad, 444, 454

Penzoil Corporation, 230, 274

PeopleSoft, 22, 194

PepsiCo Inc., 177, 502

Perelman, Ronald, 214, 220, 489

Perot, Ross, 430

Perrier, 122

Pfizer, 6, 13, 21, 76, 126, 127, 136, 175, 176, 221,

491, 534, 578, 620

Pharmaceutical industry, 175, 176, 221, 363, 524,

525, 530, 531

Philip Morris, 6, 7, 14, 60, 119, 390, 399, 547

Pickens, T. Boone, 95, 217, 232, 233, 238, 248,

356

Poison pills

antitakeover defenses, 186–197, 241, 504

back-end plans, 190

blank check preferred stock, 191

and board compensation, 504

chewable pills, 192, 193

and corporate governance, 192, 193, 504

creditor protection, 330

dead hand provisions, 191, 192

flip-in rights, 190

flip-over rights, 187, 188, 190

issuing, process for, 191

legal challenges, 188, 189

limitations on use of, 192

no hand provisions, 192

note purchase rights plans, 190

in play adoption, 196, 197

poison puts, 196

preferred stock plans, 186, 187

recapitalization plans protected by, 225

shadow pill, 192

slow hand provisions, 192

stock prices, effect on, 193–197

voting plans, 190, 191
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Poison puts, 330

Polaroid Corporation, 230, 234, 381, 382,

384–386

Ports World, 70, 87

Posner, Victor, 247

Preferred stock

as consideration, 15

cost of, 550

dividends, 190, 550, 552

and valuation, 541, 549, 550, 552, 570, 574

voting plans, 190, 191

Premiums

control premiums, 33, 513, 564–566, 570–571,

573–574, 599–600

diversification, 509

and executive compensation, 491, 492, 512

going-private premiums, 309

long-term risk, 552

mergers of equals, 571–573

poison pills, impact of on takeover premiums,

193–196

risk premium, 314, 330, 360, 551–554, 567, 602

and shareholder investment horizons, 264, 265

from strategic mergers, 581

tax benefits, 617, 621

tender offers, 82, 83

trends in merger premiums, 527, 571

Prepackaged bankruptcy, 452, 457–460, 472

Preventative measures, antitakeover, 185–206,

241

Price elasticity, 118

Price-earnings (P/E) multiples, 202, 555, 559,

562, 563, 597, 598, 602

Price-earnings ratio (P/E ratio)

and bootstrap effect, 50

closely-held companies, acquisition multiples,

597, 598

and desirable characteristics of targets, 594

and fair price provisions, 202

fifth merger wave, 68

and going-private transactions, 309

and incentive to merge, 47–49, 51

postmerger, 591, 592

Price-fixing, 43

Pricing period, 15

Prisoner’s dilemma, 257

Pritzker, Jay, 538, 539

Private companies. See also Closely-held

companies

buyouts, use of leveraged employee stock

ownership plans, 369, 370

income reported, 595–597

takeovers by, 601, 602

takeovers of, 601

Private equity firms. See also Going private

business model, 342

flipping companies, 338, 339, 342

going private, 335–344

interlocked boards, 344

leading firms, 339

and leveraged buyouts, 21

leveraged recapitalizations, 547, 548

merger and acquisition opportunities after

cash-out, 338, 339

overview, 21, 335–337

partial investment, 337, 338

returns, 343, 344

role of in mergers and acquisitions, 335

sales to other private equity firms, 341, 342

securitizations, 362–364

and sixth merger wave, 71, 72

special purchase acquisition vehicles (SPACs)

compared, 31

total acquisition example, 338

valuation of companies, 337

Private equity funds

club deals, 340

partnerships, 340

structure of, 339

Procter & Gamble Co., 214, 421, 490, 497

Progenics, 534

Prospectus, 29, 76, 403

Proxy contests

and corporate democracy, 479, 480

corporate elections, 272, 273

costs of, 282

dead shares, 278

dissidents, 284

and employee stock ownership plans (ESOPs),

281

insurgents’ perspective, 277, 278

long-term effect of, 284, 285

and management change, 175

overview, 271, 272

process, 279–281

proxy voting, 273, 274

record date for stockholders, 275

regulation of, 277

and restrictions on ability to call election, 205

and shareholder activism, 279

shareholder wealth effects, 283, 284

shareholders’ votes, value of, 284
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Proxy contests (Continued )

shares held in street names, 275, 276, 281, 282

stockholders’ meeting, calling, 275

takeover tactics, 244, 271–286, 288, 289

and target size, 278–279

tender offer, combined with, 285, 286

tender offer alternative, 285

types of, 276, 277

use of, 272

voting analysis, categories of stockholders, 281,

282

Proxy fights. See Proxy contests

Proxy solicitation, 25, 87, 277, 279, 280, 282, 287

Proxy statements, 25, 74, 76, 87, 174, 277, 403,

508

Public Company Accounting Oversight Board

(PCAOB), 476, 477

Public Utility Holding Company Act (PUHCA),

86, 87

Pure plays, 399, 547

Put options, 196, 334, 372

Q ratios, 47

Quaker Oats, 501–503, 544–546

Quiet period, 76

Quiznos, 315, 316

QVC, 16, 122, 123, 219, 222, 573

Rabbi trusts, 488

Rales Brothers, 192, 225, 227, 228

Raytheon, 114

Real estate investment trusts (REITs), 615, 616

Real options, 557–559

Recapitalization

as antitakeover defense, 207, 223–228, 242

dividend recapitalization, 341, 342

dual class, 203

and employee stock ownership plans (ESOPs),

223

leveraged, 315, 316, 436, 437–440, 547, 548,

618

leveraged buyouts, 223–225, 547, 548

securitization, 362

Reebok International Ltd., 106

Refco, 444–446

Regulation M-A, 79, 80

Regulatory compliance. See also Antitrust laws;

Securities law

approvals, 26

friendly mergers, cash financed, 74

friendly mergers, stock financed, 74

hostile deals, cash tender offers, 74

hostile deals, stock tender offers, 74

industry takeover rules, 86, 87

insider trading, 104–107

international securities laws. See International

securities laws

joint ventures, 526, 527

laws governing mergers, acquisitions, and

tender offers, 75–86. See also Antitrust laws;

Securities law

leveraged buyouts, 327

national security, 87

overview, 74, 123, 124

Securities and Exchange Commission. See

Securities and Exchange Commission (SEC)

state antitakeover laws. See State laws

stock exchange regulations, 87, 88

stock-financed transactions, 585, 586

Regulatory shocks, 36

Reliance Capital, 363

Reliance Corp., 209

Reliance Steel and Aluminum Co., 338

Renault, 526, 535–537

Reorganization in bankruptcy (Chapter 11). See

also Bankruptcy

absolute priority rule, 453

acquisitions of bankrupt companies, 461, 462

automatic stay, 449–451

bankruptcy petition, 448

benefits of for debtor, 454, 455

corporate control, loss of, 465

cramdown, 453

creditors’ committees, 450, 451

debtor in possession, 449, 450

debtor-in-possession (DIP) financing, 452

discharge, 453

disclosure statement, 452

exclusivity period, 451, 452

fairness and feasibility of plan, 453

filing, 448, 449

gifting, 453

liquidation compared, 447

multiple filings, 456, 457

operation of business during reorganization

process, 451

operational projections, 456

overview, 471, 472

partial satisfaction of prepetition claims, 453,

454

postbankruptcy capital structure, 456, 457

postpetition credit, obtaining, 452

648 INDEX

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



E1BINDEX 09/09/2010 17:51:25 Page 649

prepackaged bankruptcy, 452, 457–460, 472

reorganization plan, 452, 453

reorganization process, 448–454

secured creditors’ collateral, use of, 450

supervision of debtor, 451

time line, 449, 450, 452

Repligen Corporation, 531, 532

Research and development (R&D)

acquisition of as merger strategy, 175, 176, 180

joint ventures, 525

and leveraged buyouts, 324

strategic alliances, 530, 531

Restricted stock, 15

Revco, 321, 330–333

Reverse leveraged buyouts, 325–327

Reverse mergers, 29–33

Reverse triangular merger, 13, 24

Revlon, Inc., 48, 51, 96, 214, 215, 220, 307, 489

Revlon, Inc. v. MacAndrews and Forbes Holdings,

96, 307, 308

Revlon duties, 95, 96, 104, 215, 239, 307, 308

Revolving credit, 317

Reynolds American, 391, 547

Rigas, John J., 474

Rigas, Timothy, 474

Risk

confidential information, release of, 23

distressed companies, investment in securities

of, 467

leveraged buyouts, 320, 321

stock versus cash transactions, 576

strategic alliance knowledge flows, 532

Risk arbitrage, 19, 270, 569, 593

Risk premium, 314, 330, 360, 551–554, 567, 602

RJ Reynolds, Inc., 115, 119, 120, 298–300, 391,

547

RJR Nabisco, 20, 298–300, 307, 328, 329, 390,

391, 495

Rockefeller, John D., 38, 39, 42

Roll-up acquisitions, 66, 162–164

Roosevelt, Theodore, 42, 108

Ross, Wilbur, 338, 447, 448

RR Donnelley, 22

Rule 10(b)-13, 85

Rule 13(d)-2, 78, 79

Rule 13(e)-1, 232

Rule 13(e)-3, 327

Rule 14(a)-6, 87

Rule 14(a)-7, 277

Rule 14(b)-5, 268

Rule 14(d)-2, 80, 249

Rule 14(d)-7, 81, 82

Rule 14(d)-9, 232

Rule 14(d)-10, 85

Rule 415, 227

Russia, 90, 91, 471, 554

Ruth’s Chris, 325

Sanofi-Adventis, 115

Santa Fe Corporation, 225

Santa Fe-Southern Pacific Railway, 394, 396, 418

Sara Lee, 421, 422

Sarbanes-Oxley Act (SOA or SOX), 104, 302,

359, 475–477

Saturday-night special, 55

Sawiris, Naguib, 71, 304

Saxon Industries, 208

SBC Communications, 414, 490

Schaeffer, Leonard, 491

Schedule 13D, 77, 78, 80, 234

Schedule 13E-4, 79

Schedule 13G, 79

Schedule 14A, 25, 87, 277

Schedule 14D-1, 79

Schedule 14D-9, 81, 232

Schedule TO, 79, 80, 91, 92, 123, 251, 254, 267,

327

Schering-Plough, 115, 176

School Specialty, Inc., 350

Schrempp, Jurgen, 131, 573

SCM Corporation, 83, 267, 268, 308

Scorched earth defense, 227

Sears, Roebuck and Co., 178, 179, 286, 463, 464

Securities Act of 1933, 76, 90, 254, 585

Securities and Exchange Commission (SEC)

approval procedures, overview, 25

and costs of being public company, 302, 303

EDGAR database, 78

exemptions to registration requirements, 585,

586

Form 8K, 75

Form 10K, 596

Form 10Q, 596

Form 25, 86

Form S-1, 75

Form S-4, 75, 76

no action letter, 277

proxy solicitations, 25, 87, 277

Regulation M-A, 79, 80

Rule 10(b)-5, 104, 105

Rule 10(b)-13, 85

Rule 13(e)-1, 232

INDEX 649

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



E1BINDEX 09/09/2010 17:51:25 Page 650

Securities and Exchange Commission (SEC)

(Continued )

Rule 13(e)-3, 327

Rule 14(a)-6, 87

Rule 14(a)-7, 277

Rule 14(b)-5, 268

Rule 14(d)-2, 80, 249

Rule 14(d)-7, 81, 82

Rule 14(d)-9, 232

Rule 14(d)-10, 85

Schedule 13D, 77, 78, 80, 234

Schedule 13E-4, 79

Schedule 13G, 79

Schedule 14A, 25, 87, 277

Schedule 14D-1, 79

Schedule 14D-9, 81, 232

Schedule TO, 79, 80, 123, 251, 254, 267, 327

shelf registration rule (Rule 415), 227

and stock-financed transactions, 585, 586

tender offer review period, 254

transaction types, regulatory framework, 74

Securities Exchange Act of 1934, 75–77, 86–87,

123, 232, 327, 596

Securities law

debt securities, tender offers for, 86

and employee stock ownership plans (ESOPs),

376

international. See International securities laws

overview, 123, 124

Securities Act of 1933, 76, 90, 254, 585

Securities Exchange Act of 1934, 75–77, 86,

87, 123, 232, 327, 596

Williams Act. SeeWilliams Act

Securitization, 362–364, 366

Self-tenders, 93, 95, 222, 232, 233, 235, 384

Selloffs. See also Divestitures; Equity carve-outs;

Spinoffs

as antitakeover defense, 408

asset selloffs, 21, 28, 29

and cash flow needs, 401

core business, 402

deconglomeration, 146, 295

forms of, 391

historical trends, 391–393

involuntary, 418, 419

and joint ventures, 529

and master limited partnerships, 431, 432

overview, 433, 434

positive stock price reaction, 416, 417

tax consequences, 617, 621

tracking stocks as alternative to, 430

valuation, 403, 404

voluntary, 412, 417, 418

wealth effects, 417–419

Serial acquisitions, 14, 163, 171, 474

Service Corp., 163

S-G Securities, Inc. v. Fuqua Investment Co., 83

Shamrock Holdings, Inc., 230, 234, 381, 384–386

Share issuance and capital structure changes, 222,

229, 230

Share repurchase

capital structure changes, 222, 230–234

corporate finance of, 211

and corporate raiders, 247

greenmail. See Greenmail

Rule 13(e)-3, 327

and selloffs, 417

targeted share repurchases, 207. See also

Greenmail

Shareholder control, effect of on value, 574, 575

Shareholder interests hypothesis, 184–185

Shareholder value

and antitakeover defenses, 184

and board of directors, 264, 473, 481, 510

and defensive spinoffs, 408

and diversification, 510

and executive compensation, 483. See also

Compensation

and management perks, 484

and overvalued acquirers, 582

and poison pills, 196, 197. See also Poison pills

and proxy contests, 284, 289

selloffs, 510

Shareholder wealth effects

corporate governance, 512, 513

of diversification, 47

dual capitalizations, 203, 204

employee stock ownership plans, 382, 383, 386

fair price provisions, 202

golden parachutes, 487, 488

greenmail, 209, 210

joint ventures, 527–529, 537

leveraged buyouts, 321, 322

payment methods, 580–586

poison pills, 193–197

proxy contests, 283, 284

recapitalization plans, 226

reincorporation, 206

selloffs, 410–424, 433, 434

spinoffs, 412, 413

staggered boards, 199, 200

standstill agreements, 213, 214
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strategic alliances, 533, 534, 537

supermajority provisions, 201

tender offers, 260–264

tracking stocks, 431

two-tiered tender offers, 258

valuation, 580–586

voluntary bustups, 429, 430

white knight bids, 217

Shareholders

activists, 192, 193, 196, 212, 213, 274, 279,

286–289

approval procedures, 25, 76

differential payments to large-block

shareholders, 209

employee stock ownership plans. See Employee

stock ownership plans (ESOPs)

individuals, 282

institutional investors. See Institutional

investors

investment horizons and takeover premiums,

264, 265

liquidating dividends, 27–28

meetings, 275, 276

minority. SeeMinority shareholders

shares in street names, 275, 276, 281,

282

short-form mergers, 26, 27

trading patterns, monitoring, 185

Shark repellents, 185, 330

Shearson Lehman, 165, 425

Shearson Lehman Hutton, 299

Shelf registration rule, 227

Shell corporations

in asset selloffs, 27–29

investment company regulations, 29

and reverse mergers, 31, 33

triangular deal structure, 24

use of in hostile tender offers, 267

Sherman Antitrust Act (1890), 39, 43, 107, 108,

116, 124, 526

Shorewood Corporation, 238, 239

Short swing profit rule, 105

Short-form mergers, 26, 27

Silver parachutes, 488

Simmons Bedding Company, 342

Singapore Telecommunications Ltd., 9

Singer Corporation, 60, 206

Slim, Carlos, 12, 410

Sloan, Albert, 521

Slow-growth industries, 127, 128

Smale, John, 497

Smith v. Van Gorkom, 25, 26, 539, 540

SmithKline Beecham, 6, 7, 115, 175, 176

Snapple, 177, 544–546

Solvency opinion, 465

South America, 9, 11–12, 66–69, 73

South Bend Lathe Company, 375

South Korea, 5

Sovereign Bank, 508, 509

Spain, 90, 216

Special purchase acquisition vehicles (SPACs),

31

Special purpose entities (SPEs), 474

Specialized inputs, 166

Spinoffs, 21, 389, 390, 402–414, 419, 421, 427,

428

Splitups, 389, 390, 420, 421, 434, 610

Spread to worst clause, 350

Sprint, 115, 121, 164, 519, 520

Stalking horse bidders, 472

Standard Industrial Classification (SIC) codes,

111

Standard Oil, 38, 39, 41, 42, 62

Standstill agreements, 207, 210, 213–214, 233,

241, 242, 385

Stapled financing, 335, 361, 362

Staples, Inc., 114

Starwood Capital Group, 397

Starwood Hotels and Resorts Worldwide Inc., 129,

615

State laws

antitakeover laws, 62, 97–103, 124

antitrust laws, 103

issuance of new stock to acquire target, 75,

76

State of incorporation, changing, 206, 242

State-owned enterprises, privatization of, 68,

69

Statutory merger, defined, 12, 13

Steinberg, Saul, 208, 209, 212

Stempel, Robert, 497

Stock acquisition

asset purchase compared, 27, 28

cash-out statutes, 100

holding companies, 33

open market purchases, 267, 268

stock-for-stock acquisition. See Stock-for-stock

transactions

street sweeps, 267, 268

tender offers. See Tender offers

Stock contributions, employee stock ownership

plans (ESOPs), 369, 372
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Stock exchanges

and marketability of stock, 566, 567

NASDAQ, 75, 87, 216, 476, 566

NYSE Euronext (NYX), 31, 75, 87, 497, 503,

566

rules, 75, 76, 86, 87, 503

Stock financing

and institutional ownership, 585

legal issues, 585, 586

and managerial ownership, 583–585

and overvalued stock, 584, 585

Stock market crashes

1904, 42

October 1929, 29, 43, 76, 366

October 1987, 19, 51, 425

Stock options, 481, 482, 486, 493, 501, 512, 593

Stock price, increase in as antitakeover defense,

540, 541

Stock-for-stock transactions

collar agreements, 15, 502, 593, 602

convertible securities, adjusting offer for, 593

examples of, 104, 216

fixed number of shares versus fixed value, 593

international takeovers, 593

joint proxy statement/prospectus, 76

and price-earnings ratio, 48

reverse mergers, 31

stock options, adjusting offer for, 593

tax consequences, 610–613, 617

valuation, 13, 77, 573, 575–576, 586, 592–593,

602

Strategic alliances, 523, 524, 530–537

Street sweeps, 267–269

Strouds Acquisitions Corp., 462

Subprime mortgage crisis, 72, 360, 364, 439, 452,

514, 542

Subsidiaries

and asset sales, 614, 615

and changing state of incorporation of parent,

206

and corporate restructuring, 21

divestiture and spinoff process, 402, 403. See

also Divestitures; Spinoffs

equity carve-outs, 389. See also Equity

carve-outs

foreign, 620

spinoffs. See Spinoffs

stock of, purchase by ESOP participants, 366

subsidiary merger, 13

triangular deal structure, 24, 28

wholly owned, 33

Successor liability, 28

Sum-of-the-parts

breakup analysis, 604–606

and synergy, 15, 397, 432

Sun Oil, Inc., 83, 84, 250

Sunbeam Corp., 462, 474

Sunguard Data Systems, 340

Superior Oil, 164, 165

Supermajority provisions, 88, 186, 188, 198, 200,

201, 241, 267, 278, 299

Sweden, 216

Swift and Company, 398

Syndicated loans, 357–359

Synergy

Allegis case study, 133, 134

described, 15

financial, 125, 133, 143–145

merger strategy, 125, 132–145, 189

operating, 125, 133–143

overview, 132, 133

premium for, 132, 142, 143

reverse synergy, 397, 398, 410

Taft, William Howard, 42, 108

Taittinger, 397

Taiwan, 93, 94

Takeover, defined, 13

Takeover battles, 41

Takeover tactics

and arbitrage, 270, 271

bear hugs, 243, 246–249, 288

hedge funds as activist investors, 286–289

open market purchases, 267, 269–271

overview, 243, 244, 288, 289

preliminary steps, 245–250

proxy contests, 244, 271–286, 288,

289

street sweeps, 267–269

tender offers, 243–271, 288

Target Corp., 236

Tata, Ratan N., 70

Tata Group, 70

Tata Motors, 132

Tax benefits

employee stock ownership plans, 366, 371–372,

376, 377, 386

leveraged buyouts, 313, 314, 619, 620, 622

in management buyouts, 619

and merger strategy, 15, 125, 177, 178, 180

overview, 607

prepackaged bankruptcy, 459
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stock transactions, generally, 15

stock versus cash transactions, 575, 576

Tax consequences

capital gains, 147, 177, 409, 429, 609, 614, 616,

617, 619, 621

dividends, 34, 224, 431, 432, 595, 618, 620

role of taxes in merger decision, 616, 617

role of taxes in selloff, 617, 621

spinoffs, 408, 409

stock-for-stock exchange, 610–613

Tax issues

asset basis step-up, 613, 614

and capital structure, 618

financial accounting for mergers and

acquisitions, 607, 608, 621

General Utilities Doctrine, 614, 615

golden parachutes, 490, 620

greenmail payments, 211, 212, 621

holding companies, 34

international taxation, 620

leverage and deal structure, 618, 619

Morris Trust, elimination of, 615

and organizational form, 617, 621

overview, 607, 621, 622

real estate investment trusts (REITs), 615, 616

taxable income reported, 595, 596

tax-free transactions, 608–610, 621

termination fees, 620, 621

Tax Reform Act (1969), 50, 51, 151

Tax Reform Act (1984), 367

Tax Reform Act (1986), 378

Tax-free exchanges, 177, 178

Tax-free reorganizations, 575, 576

TCI, 21

Technological shocks, 36

Tele-Communications, Inc. (TCI), 568

Teledyne, 49, 151

Telmex (Telefonos de Mexico), 11, 12, 410

Tender offers

amended offer, 85

any-and-all, 26, 259

bad bidders as targets, 265, 266

Best Price Rule, 82, 85

bidder purchases outside of, 85

cash, 253, 254

changes in, 84, 85

competing offers, 86

control of board of directors, 85, 86

costs, 252, 253

date of offer, 80

for debt securities, 86

defined, 82, 83

de-listing target, 86

Eight Factor Test, 82, 83

foreign companies, 86

front-end loaded, 256–258

history of, 251, 252

hostile. See Hostile takeovers

management, effect on, 255, 256

minimum offer period, 81

mini-tender offers, 85

new offer, 84–86

and open market purchases, 77, 82, 83, 222,

251, 267–270

partial, 82, 200, 259, 260

payment, 85

premiums, 264, 265

pro rata acceptance, 82

proxy contest, combined with, 285, 286

proxy contest alternative, 285

reasons for using, 252, 253

response of target, 254, 255

securities, 253, 254

shareholder materials, 84

shareholder wealth effects, 260–264

shares, method of tendering, 84

and street sweeps, 267–269

success rate, 253

takeover tactics, 243–271, 288

team members, 256

ten-day window for filing with SEC, 254, 267.

See also Five percent stock holdings,

disclosure of

three-piece suitors, 259, 260

Time-Warner-Paramount case study, 104

two-tiered, 82, 256–258

Williams Act. SeeWilliams Act

withdrawal rights, 81, 82, 84, 85

Term sheet, 23

Terminal value, 543, 544, 555, 556, 603, 604

Termination fees, 24, 123, 221, 222, 341, 620, 621

Terminology, 12, 13, 293

Texaco, 42, 60, 101, 157, 208, 209, 230, 274, 356,

445

Texas Gulf Sulphur, 105

Texas Instruments, 306, 361

Texas Pacific Group, 336, 340, 409

Textron, 49, 151

Robber Barons (Josephson), 229

Thermadyne Holdings, 457

Thomas H. Lee Partners LP, 342, 350

3M Corp., 154
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Tianjin Datian W. Group Co. Ltd. (TDW), 526

Ticketmaster, 111

Time, Inc., 567, 568, 575

Time Warner, 6, 104, 135, 212, 278, 288, 567,

568, 582

Tobin’s q, 152, 153, 184, 199, 483, 499, 500, 513,

547

Toehold positions, 245, 246

Topping fees, 219, 221

Touch America, 149, 150

Toyota, 132, 167, 401

Toys ‘‘R’’ Us, 312, 313, 349, 350

Tracinda Corp., 212, 573

Tracking stocks, 430, 431

Trans World Airlines (TWA), 462

Transaction costs, 145, 166, 528, 606

Transfer price, 166

TransUnion Corporation, 538, 539

Trends in mergers and acquisitions, 3–12

Triac, 364, 544, 545

Triangular deal structure, 13, 24, 28

Trump, Donald, 212

Trust funds doctrine, 28

Trusts, 39, 40, 42, 488. See also Real estate

investment trusts (REITs)

Tyco, 75, 148, 216, 407, 409, 421, 423, 424

Type A reorganization, 609

Type B reorganization, 609, 610

Type C reorganization, 610

Type D reorganization, 610

Types of mergers, 13, 14

Undervalued companies, 15, 247, 272, 287, 288,

295, 325, 336, 338, 342, 364, 467, 541, 548,

570, 594

Union Carbide, 44

Union contracts, 28, 132, 374, 375, 401

United Airlines, 133, 134, 351, 374, 375, 385,

398, 421

United Communications, 586–592

United Kingdom, 82, 88, 89, 96, 205, 206, 215,

216, 252, 482, 483

United Technologies, 54, 55, 241

Universal Foods Corporation, 98, 99, 239

Unocal, 87, 93, 95, 96, 232–234

Unocal standard, 95, 96, 233, 234

Unocal v. Mesa Petroleum, 95, 96

Unregistered securities, 585, 586

U.S. Steel, 37–39, 60, 70, 219, 430

USX, 430

Utility companies, 86, 87

Valuation

benchmarks of value, 541–553

book value, 541, 594, 597

cash versus stock percentage of financing,

trends in, 576–580

closely-held companies, 540, 548, 559, 581,

584, 595–602

and collar agreements, 15, 502, 593, 602

common stock, cost of, 550, 551

comparable multiples, 540, 545, 548, 559–562,

602

continuing value, 543, 544, 602

control, independent of takeover, 574

control premiums, 564–566, 570, 571,

573–574, 599, 600

country risk, international acquisitions, 554

data reliability, 568

debt, 546, 549, 550, 552, 553, 559–562,

575–577, 580, 594

discount rates, 540, 542–544, 548, 549,

553–562, 602–604

discounted cash flow (DCF), 319, 540,

542–549, 551, 553–562, 602–604

due diligence, 538, 563, 602

effects of mergers and acquisitions, 569, 570

employee stock ownership plans (ESOPs) stock

contributions, 372

enterprise value, 546, 556, 559–562, 605, 606

equity of target, 562–564

exchange ratio, 586–592

exit multiple, 544

experts, use of, 16, 18

fairness opinion, 25, 26, 539, 540, 603–606

fixed number of shares versus fixed value, 593

and fraudulent financial statements, 568

free cash flows, 543, 544, 546–548, 555, 556,

560, 602, 603

growth rate, 543–546

and interest rates, 553, 554

international takeovers, 593

liquidation value, 541, 542, 597

managing value as antitakeover defense, 540,

541

marketability discounts, 598, 599, 601

marketability of stock, 540, 566

methods, 540, 598, 599

minority discounts, 599–601

need for, 539

and negotiation process, 22

net present value, 542, 543, 557, 603

outliers, 560
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overview, 538–540, 602

P/E multiples, 202, 555, 559, 562, 563, 597,

598, 602

and performance of acquirers, 570

and preferred stock, 541, 549, 550, 552, 570, 574

premiums, 539, 544, 551–554, 564–567, 569–

576, 581, 583, 584, 586, 588, 591, 599–602

real options, 557–559

risk premium, 314, 330, 360, 551–554, 567, 602

shareholder control, effect of, 574, 575

shareholder wealth effects, 580–586

stock options and convertible securities,

adjusting stock offers for effects of, 593

stock-for-stock transactions, 13, 77, 573,

575–576, 586, 592–593, 602

targets, desirable financial characteristics of,

594–602

terminal value, 543, 544, 555, 556, 603, 604

VNU example, 603–606

ValueAct Capital, 476, 484

Van Gorkom, Jerome, 538

Vanderbilt, Cornelius, 41, 229

Venezuela, 554

Venture capital, 336, 343

Verizon, 414, 490, 571

Vertex, 530

Vertical mergers, 13, 14, 43, 45, 73, 109, 125, 133,

152, 156, 161, 164–168, 177, 179, 180

Vertical strips, 317

Viacom, 16, 122, 123, 164, 219, 421, 422, 424, 573

Visteon, 167, 398, 401

Vivendi Universal SA, 171, 172

VNU NV, 25, 303, 603–606

Vodafone, 6–10, 89, 122, 304

Voluntary liquidations (bustups), 428–430, 434

Voting plans, 190, 191

Voting rights

common stock, 574

dual capitalization, 202–204

employee stock ownership plans, 371, 378, 385

employee stock ownership plans (ESOPs), 371,

378

and proxy fights, 271

supervoting rights, 190, 191, 203

tracking stocks, 430

W. L. Ross & Co., 447, 448

W. R. Grace, 424

Wachovia, 139, 141, 142

Wallace Computer Services, Inc., 21, 22

Warner Communications, Inc., 104, 239, 567, 575

Warner-Lambert, 6, 175, 176, 221, 620, 621

Warrants, 31, 32, 113, 224, 315, 317, 409, 458,

609

Waste Management, 66, 164

Wealth transfer effects, leveraged buyouts, 329.

See also Shareholder wealth effects

Weather Investments, 303, 304

Weighted average cost of capital (WACC), 313,

555, 556, 558

Weirton Steel, 338, 370, 448

Wellman v. Dickinson, 82, 83, 250

WellPoint Health Networks, 491

Wells Fargo, 139, 142, 360

Wendy’s International, 212, 286

West Point-Pepperell, 220, 259

Western Union, 400

Westin International, 133, 398

Westinghouse, 164, 497

White knights, 53, 54, 188, 207, 215–219, 222,

223, 229, 236, 237, 241, 253, 267, 307, 308,

327, 356, 621

White squires, 207, 218–222, 229, 231, 371,

381

Whole company securitization, 362, 363

Whole Foods Market, 337, 338

Wilbur Ross & Co. LLC, 338

Williams Act, 50, 74–82, 86, 110, 123, 151, 219,

233, 237, 249–252, 254, 258, 268

Wind Telecommunications, 71, 303, 304

Winner’s curse hypothesis of takeovers, 172, 173,

180, 246, 255, 299

Withdrawal rights, tender offers, 80–82, 84,

85, 94

Workouts, 437, 459–464, 472

WorldCom, 115, 121, 163, 164, 311, 441, 444,

445, 473–475, 516–522

Wyeth Corp., 13, 21, 76, 136, 175, 176, 221, 491,

534, 620

Yahoo!, 249
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