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constraints in sale process, 90–92
decision to proceed, 179
decision to renegotiate, 175–178
decision to withdraw, 170–173
financing transaction, 224
elimination from auction process,

167
perspective on acquisition

process, 79–81
perspective on pricing, 129–130
perspective on relationship-based

preemption, 130–131
role in contract drafting and

revision, 202, 215–220
Acquisitions. See also Mergers and

acquisitions
characteristics, 42–44
causes for failure, 10–14
inactionable findings, 13–14
marketplace, 58–59
networking, 61–62
planning, xv, 32, 53–54

premium, 18, 129–130, 195–202
rationale, 53–54, 73–74
reactive approach, 11–13
research, 60–61
risk, 7, 12, 23. See also Risk
risk mitigation, 14
strategy, 53–54. See also Strategic

planning
success factors, 14–16
target. See Acquisition candidate

Acquisition candidate
assessment, 57, 73–78
availability, 66
engagement, 56, 67–73
identification, 54–55, 58–59
investigation, xvi, 53–54
nature of target, 92
proactive engagement, 68–71
profile, 62–63
pursuit, 58, 78–91
qualification, 56, 64–66
reactive engagement, 71–73
strategic fit, 66
winnowing process, 54–58

Acquisition team
assembling core team, 81–82
external resources, 82
key roles of members, 82–83
leader, 82
internal resources, 82–83
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Anti-competitive combination. See
Hart-Scott-Rodino Antitrust
Improvements Act

Approval
proceeding with transaction,

182–186
pursuit of acquisition, 73–75

Asset sale, 200–202
Assignability of contracts, 224
Auction process letter, 160–161
Auction

buyer’s perspective, 79–81,
127–128

description, 126–127
elimination, 167
seller’s perspective, 9, 79–81

Audit 95, 112, 142
mentality, 106

B
Back-up planning, 45–46, 166
Business broker, 58, 62, 70, 72, 126
Business development, 3, 30, 62,

70, 93, 95
Business portfolio, 33–34
Buyer. See Acquirer
Buyer financing, 224

C
Closing the transaction

buyer financing, 224
escrow agreement, 206
process, 220–221, 224
purchase agreement, 203–205
purchase price adjustment,

205–206
regulatory issues, 221–224
third-party consent, 224

timing, 205
working capital adjustment,

206
Combined value, 20
Communication

among due diligence team
members, 154–158

integration progress, 239–242
logistical information for due

diligence, 108
responsibility and timing of due

diligence report submissions,
108

Compartmentalized behavior, 13
Competition, 33–34
Conditions to close, 211
Confidentiality agreement, 70–71
Consultants, 61, 97, 217
Contingency plan, 188, 245–247
Contingent purchase price,

199–200
Contract drafting, 202–203
Contract negotiation

commitment to success, 220
effective and efficient process,

215, 218–219
empowered leadership, 215–216
principal-to-principal discussions,

219
reaching final agreement,

219–220
role of legal counsel, 216
role of subject area experts,

217–218
Contract review and feedback,

218
Corporate approval, 73–75
Covenant, 208–209
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CPA firm. See Accounting: firm
Cultural integration, 140–141, 235,

247–248

D
Data room, 135, 137, 161–164

review, 135–136
information listing, 161–164

Deal
champion. See Transaction:

sponsor
structure. See Transaction:

structure
Department of Justice (DOJ), 221,

253
Disclosure schedules, 213–214
Disclosure schedules, illustrative

list, 214
Document review, 135–136
Due diligence

findings and recommendations,
193–194

mind-set, 105–106
objectives, 103, 139–140
origins, 8

Due diligence checklist
company background,

109–112
finance, 112–114
human resources, 119
insurance, 119
legal, 116–119
marketing and sales, 116
products, 115–116
technology, 114–115

Due diligence reporting
comprehensive report, 180
contingency plan, 188

corporate approval to proceed,
182–186

coordination, 108
elimination from auction,

168–169
integration plan, 186
recommendation to proceed, 179
renegotiation of major terms,

175–178
summary due diligence report,

180
withdrawal decision, 175

Due diligence review. See also
Holistic due diligence

assessment by function, 141–153
business development, 9, 95
causes of failure, 10–14
components, 131–137
constraints, 90–93
creation of team, 93–97
cross-functional coordination,

154–159
definition, 8, 88–89
document review, 135–136
facilities, 136–137
finance and accounting, 9, 94,

142–145
human resources, 9, 95–96,

145–148
independent accountants, 95.

See also Accounting: firm
information technology, 96,

151–152
legal counsel, 9, 95, 153–154
management presentation,

132–134
management team interview,

134–135
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Due diligence review (Continued )
objectives-driven approach,

138–159
preparing, 98–99, 106–108
product management, 96
production/operations, 9, 96–97,

152–153
program development, 99–104,

106
research and development,

150–151
sales and marketing, 96,

148–149
success factors, 14–16
tax, 97
technology, 137–137

Due diligence review outcomes
decision to proceed, 179–188
elimination from auction,

167–170
renegotiation of basic terms,

175–179
withdrawal from process,

170–175
Due diligence review program

coverage breadth, depth, focus,
102

conclusions, 102–103
development process, 99–100,

106
findings, 103–105, 193–202
key aspects, 100–103
objectives, 103
procedures, 101
recommendations, 103

Due diligence team
coordination, 107
creation, 93–97

E
Early alert. See Approval
Earn-out, 199–200
Employment matters, 209–210
Environmental factors affecting sale

process, 90–93
Exclusivity, 69–70

F
Federal Trade Commission (FTC),

221–222, 253
Finance and accounting functions,

9, 94, 142–145, 217
Financial

impact, 74–75
intermediary, advisor, 58, 62, 70,

72, 126
statements, 112–114, 142–145,

161–162, 207, 214, 229
Financing. See Buyer financing

G
Growth

earnings, 4
strategy, 15, 32. See also Strategic

planning

H
Hart-Scott-Rodino Antitrust

Improvements Act, 66–67, 99,
221–224, 253–273

Hold-back, 200
Holistic due diligence, xiv, 14–16,

25, 107, 227

I
Indemnification, 211–212
Independent accountant. See

Accounting: firm
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Information disclosure, 81–82
Infrastructure improvement, 38
Insurance, 119, 153–154
Integration. See Postacquisition

integration
Intermediary. See Financial:

intermediary, advisor
Internal development, 39–42, 53
Investment

alternatives, 38–45
bankers, 58, 62, 70, 72, 126
objectives, 34–35

Investment types
acquisition, 42–44
internal development, 39–42
strategic alliance, 44–45

K
Knowledge transfer, 249–250

L
Leadership. See also Purposeful

behavior
acquisition team, 82
due diligence team, 93
integration team, 232–233
integrated management, 15
negotiation team, 215–216

Legal counsel, 3, 9, 94, 116, 153,
202, 216

M
Management presentation,

132–134
Management team interview,

134–135
Market targeting, 33

Market expansion, 35–37
Marketing materials

management presentation,
132–134

offering document (prospectus),
132

teaser, 91
Marketplace for acquisitions,

58–59
Mergers and acquisitions

nature, 5
reasons, 4
results, 6
size, 5
volume, 4

Mitigating risk, 7–10, 14, 45,
154–159, 173–174, 188, 202,
229–231, 245. See also Risk

N
Negotiation. See Contract

negotiation
Networking. See Acquisition:

networking
No-go (transaction withdrawal)

decision, 170–175
Noncompetion covenant, 209
Nondislosure agreement (NDA).

See Confidentiality agreement

O
Objectives-driven due diligence,

87–88
Offering document, 132
Operational integration, 234–235
Organic development. See Internal

development
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P
Plan to create value, 16–17, 55–58,

76–79, 87–88, 101–102,
139–143, 165–166

Position paper. See Approval
Postacquisition integration

cultural, 141, 158, 235,
247–248

first 90 days, 238
operational, 140–141, 157–158,

234
synergistic, 141, 158, 235

Postacquisition integration
plan outline, 236
planning, 186–187, 234–239
reporting, 242–244
team, 187, 231–234

Postacquisition issues, 194–195
Preacquisition issues, 193–194
Preemptive bid, 128–130
Premerger Notification Program,

253–273. See also
Hart-Scott-Rodino Act

Price preemption, 129–130
Proactive acquisition prospecting,

68–71
Prospectus. See Offering document
Purchase agreement

closing, 205–206
conditions to close, 210
covenants, 208–209
employee matters, 209–210
general provisions, 212–213
illustrative outline, 204
indemnification, 211–212
purchase and sale, 203–205
representations and warranties

(buyer), 208

representations and warranties
(seller), 206–207

tax matters, 212
termination, 211

Purchase premium preemption, 129
Purchase price, 18–24, 128–130,

195–199
Purposeful behavior, 6, 14, 16, 24,

58

R
Reactive acquisition, 11, 71–73
Regulatory issues, 66–67, 99,

221–224, 253–273
Relationship-based preemption, 130
Renegotiation of major terms,

175–178
Representations and warranties

buyer, 208
seller, 206–207

Research. See Acquisitions: research
Retrospective analysis, 249–250
Risk, 7, 12, 23, 77–78, 202,

173–175
mitigation, 7–10, 14, 45,

154–159, 173–174, 188, 202,
229–231, 245

sharing, 202

S
Selling materials. See Marketing

materials
Selling process, 9, 126–131
Standalone performance, 21–22,

101
Standalone value, 18–19, 195–199
Stock sale, 200–202
Strategic alliance, 44–45, 53
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Strategic assessment, 17, 32–33,
64–65

Strategic fit, 64–66, 171–172
Strategic planning

acquisition strategy, 53–54
characteristics, 31–32
outputs, 46–50
process management, 30
process overview, 32
role, 27

Strategic purpose, 17, 73–74,
76–78

Synergy, 22–23, 64, 101, 195, 199
Synergy-related integration, 235
Synergy value, 20, 22, 64–66,

195–198

T
Tax matters, 9, 118–119, 212
Tax structure, 22, 97, 111,

200–202, 212
Team

acquisition, 81–83
due diligence, 93–97, 107
integration, 232–233
negotiation, 215–216

Teaser, 91

Top-down due diligence. See
Objectives-driven due diligence

Transaction
considerations, 75
sponsor, 53, 72–73, 75, 82, 168,

175, 177–178
structure, 22, 79–81, 199

Transition services agreement,
213–215

U
U.S. Anti-trust considerations, 66,

221–224, 253–273. See also
Hart-Scott-Rodino Act

V
Valuation, 76, 172–173, 195–199
Value

creation, 16, 20, 228–229.
See also Plan to create value

driver, 20–23, 77–78, 198
extraction, 228–229

Vertical integration, 37–38

W
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