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Accounting
consistency, value detractors, 142
scandals, 42
staff, importance, 94–95

Accounting (due diligence),
177–178

issues, 197–199
staff, impact, 197–198
standards, 198–199

Acquisitions
cost savings, 231–232
differences/market

position-driven acquisitions,
69–70

economies of scale, impact, 68
focus, determination, 87
impact, 60
people, impact, 66–68
reasons, 55–56
short-term financial benefits, 21
strategy, 87–89
term sheet, 307–312

Activist shareholders, impact, 28
Advisors, 36–46
capability, building, 105–106
impact, 93–94
secondary advisors, selection, 94
staff, 44–46

Allergen, control premium, 217
Allocations, impact, 243, 257–258
All you can eat model, 140
Angels, 21–22
Anthem-Cigna deal,

announcement/blockage, 12

AOL, Time Warner merger, 251
Apple, name (brand), 65
Approval process, 303–305
Assets
degradation, 67
divestiture, 241–247
purchase agreement, 289
purchase agreement,

negotiations, 170–171
range, 203–204
usage, 284–285

Assignment, contractual issues,
138–139

AT&T Wireless, Cingular
acquisition, 230

Auctions, 97
bankruptcy auction, 160–161
bidders, timeline/outline

provision, 156
formal auction, 155–159
informal auction, 159–160

Auditing firm, reputation/prestige
(importance), 120

Audit letters, usage, 198
Auditors, 41–42
Audits, 198, 207–208
Australia, transaction issues,

320–322

Back end technology, 64–65
Backfill, company ability, 286
Balance sheet, 197
absence, 245
synergies, 234–235
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Bankruptcy auction, 160–161
Ben & Jerry’s, sale, 100–101
Binding LOI, seller request, 157
Binding offer, 156
Black Entertainment Television

(BET), Viacom acquisition, 236
Board of directors, 29–30
buy-in, 88–89
members, cover, 36

Borrowing costs, subtraction, 226
Bottoms-up financial projects, 122
Branding, 232, 238
Brands, 236
degradation, 66
importance, 96
integration planning, 272
loyalty, transfer (difficulty), 87
quantification, problem, 65–66
synergies, achievement, 236

Brokerage sites, information, 216
Brooks Brothers, acquisition

example, 117
Build strategy, 57–58
buy strategy risks, combination,

67–68
option, 65

Build-versus-buy analysis, 56, 58,
68–69

Build-versus-buy comparison, 59
Build-versus-buy costs,

consideration, 112
Build-versus-buy options, 58
Bureaucratic corporate culture,

development, 81
Businesses
brand, importance, 96
cleaning, 107
company entry, 77
development, angels (impact),

21–22
due diligence issues, 187–196
financials, 119–123

fundamental adverse change,
75–76

human resources/compliance,
109–111

internal business standards,
impact, 98

investment plans, conflicts,
133–134

model, double-down action, 278
operations, 134, 187–188
plateau, 73–75
risk, trading, 250–251
sale, ability, 107
sale, preparation, 134–145
target business, overview, 304
technology, impact, 188–190
units, 241–247
valuation, performance

(importance), 252
value detractors, 138–144
value enhancers, 134–138
value (position), seller

(impact), 107
Buyers. See Merger and acquisitions
benefits, 109–110
buyer-specific issues,

identification, 177
challenges, 16
customers, 114–116, 272
deal preparation, 7, 85
debt, private issuance, 281
dual-track process, 154
due diligence knowledge,

186–209
employees, regulatory/compliance

issues, 116–119
financial buyers, 16–17
hardware/software platforms,

comparison, 267
indicative/nonbinding price,

provision, 153
legal obligations, 200
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list, creation, 148
needs, 109–124
pre-closing conditions, 111, 116
predictability, preference,

134–135
products, usage, 113–114
public buyer acquisition,

acquisition term sheet,
307–312

public relations, impact,
125–126

security, importance, 189
seller trust issue, examples,

170–171
speed bump, 15
strategic buyers, 10–16
technology, usage, 111–113
universe, determination,

148–149
unsolicited approach, 152
visibility, importance, 109
worst-case scenario, 138

Buying, alternatives, 57
Buy strategy risk, build strategy

(combination), 67–68

Cadillac, customer demographic,
74–75

California Public Employees’
Retirement System (CalPERS),
management example,
27–28

Cannibalization, 269
Capability, building, 89–95,

104–107
advisors, involvement, 105–106
corporate development team,

involvement, 104–105
Capital
cost, 71, 223, 276–285
impact, 87
raising, 277–282

usage, 77–78
working capital, computation,

245
Carry, form, 23
Carve-outs, 241–247
Cash financing sources, 276–282
Cash flow, generation, 197,

222–223
Cash flow, projections (confidence),

224–225
Cashing out, 79–84
Change in control bonus

structure, 105
Change in control provision, 202
Charter, Time Warner Cable

acquisition attempt, 11–12
Chief executive officer (CEO), 29,

31, 35, 132
Chief marketing officer (CMO),

role, 30
Chief technology officer (CTO),

role, 30
Chrysler, Daimler (merger), 269
Cingular acquisition, 230
Cisco, growth, 11
Citibank, 116, 128
Click-through agreement, 142
Client companies, pitching, 40–41
Client transfers, carve-out

issue, 246
Closing
conditions, 309, 313
events, 291–294
payment, 255
post-closing issues, 294–295
pre-closing covenants, 310–311
process, 166–167, 288–291

Coffeehouse, expansion (challenge),
78–79

Co-founders, 20
Coke, name (brand), 65
Communication, effectiveness, 131
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Companies
acquisition, 64, 111
capital/resources, usage, 77–78
company-specific decline, drivers,

75–76
company-specific regulation, 46
company-sponsored savings

plans, usage, 165
comparisons, 214
corporate development effort,

95–96
daily management, 29–30
decisions, changes, 30
distribution channel, asset

value, 136
evolution, 19
financial picture, 121
financial statements,

obtaining, 197
limitations, overcoming, 76–79
management, 76–77, 82–83
operation, impact, 187
owners, goals, 131–132
PE firm purchases, 2, 4
pitching, 40–41
positioning, 69
post-acquisition

integration/operation, 230
public image, importance, 119
rebellion, rarity, 100
resources, growth rate

(requirement), 77
sale, 34, 83, 124
sale, ability (work variation),

107–108
size/critical mass, 78–79
steady state, 215
sweet spot, evolution, 82
terminal value, 224

Compaq, HP purchase, 11
Comparables
selection, valuation range, 216

trading comparables, 212–217,
221e

transaction comparables,
217–222

Competitive bidding process,
danger (elimination), 151

Competitors, strategic transactions
examination, 49–50

Compliance (due diligence),
179–180, 209

Confidentiality, 312, 314
Consigliere, role, 37
Constituents, expectations (setting),

130–134
Consultants, 42–43
Contingent payments, 251–255
conflict, drivers, 253–254
creation, 253
structure, impact, 252

Contract hygiene, value detractors,
141–142

Contracts (due diligence), 200–203
categorization, 202–203
change in control provision, 202
characteristic, 201
features, 201
obligations, 204, 205
pricing, 201
termination, 202

Contractual agreement provisions
(value detractors), 138–139

Copyrights, impact, 206–207
Corporate business,

maturation, 80
Corporate development, 34–36
approval process, 97–99
efforts, 95–97
organization, role, 91–93
process, devising, 95–102
skills/capabilities, 90–91
staff, incentives/motivations,

35–36

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Trim Size: 6in x 9in Frankel bindex.tex V1 - 03/14/2017 4:40pm Page 329�

� �

�

Index 329

Corporate development team,
89–93

building, 89–90
capability, building, 104–105
financial model responsibility, 92
formation, 34–35
importance, 35

Corporate investment strategy,
85–86

Corporate-level finance staff,
importance, 94–95

Corporate resources, 94–95,
106–107

Corporate staff, components,
29–36

Corporate strategy, importance, 86
Corporation assets, divestiture,

241–247
COSI, Xando (merger), 50
Cost synergies, 233–234
Counterparty business,

governing, 48
Country transaction issues,

315–322
Covenants, 281
preclosing, 314

Credibility, importance, 236
Credit/wealth levels, scores, 59
Critical mass barrier, 79
Cross-border deals, limitation

(absence), 163
Cross-border M&As, contrast, 163
Cross-border transactions, 164,

247–248
Cross-sell partnership, 114
Cross-sell synergy, 274
Currency, payment, 247–251
Cushioning, creation, 109
Customer base, 69
data, impact, 115
degradation, acquisition

(impact), 60

niche, 74
understanding, 193
value enhancer, 136

Customers
acquisition, 114–116
analysis, legal terms

(importance), 273
attrition, 142
control clauses, change, 138
customer-facing technology,

acquisition, 65
demographics, importance, 115
due diligence, 193–195
importance, 193–195
integration planning, 272–274
market share, relationship,

58–61
quality, importance, 115
relationships, value (Buyer

assessment), 194
segmentation, complexity, 59
strategic transactions

examination, 49–50
types, 59
unhappy customers, value

detractors, 138

Daimler, Chrysler (merger), 269
Data privacy laws, variation, 166
Day traders, impact, 26–27
Deals
approach, 149–151
approval process, example, 303
bankruptcy auction, 160–161
buyer preparation, 7, 85
closing, 166–167, 288–295, 305,

309, 313
consideration, 255–259
cross-border deals, limitation

(absence), 163
earn-outs, 258–259
financing, variation, 282–283
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formal auction, 155–159
friendly deals, 19
good-faith payments, 256
holdback/escrow, 256–257
hostile deals, 19
informal auction, 159–160
integration, 295–296
makers/breakers, 169
management, force, 45, 132
milestones, 259
one-on-one negotiation,

151–155
organization, role, 91–93
post-closing issues, 294–295
power, relative positions,

161–162
private statements, usage,

293–294
process, 7, 147, 301–302
public statements, creation,

292–293
seller preparation, 7, 104
signing/closing, contrast,

288–289
signing events, 291–294
strategy, development,

85–89
structure, 255–259
terms, section, 304

Debt, 39, 250
cost, 278–280
issuance, 278
private issuance, 281
sale, 277
term, importance, 281–282

Deep industry specialists,
impact, 44

Deferred revenue, 141
Degradation, 61, 67
Dell acquisition, 230–231
Dell merger example, 269
Dell, Michael, 230

Discounted cash flows (DCFs),
222–225

Discounting, value detractors, 141
Distribution channels, value

enhancers, 136–137
Distributors, relationships, 195
Divestitures, 3, 105, 241–242
Downstroke, 255
Dry powder, 4
Due diligence, 7–8, 33, 94,

174, 263
accounting standards, 198–199
assets, range, 203–204
audits/audit letters, 198
business issues, 187–196
buyer knowledge, 186–209
completion, 154
compliance, 179–180, 209
contracts/obligations, 200–203
cultural challenge, 176
customers, 193–195
employees, 190–193
environmental damage, 208
environmental due diligence, 43
execution, relationship, 263–264
finance/accounting issues,

197–199
human resources (HR), 164–165,

178–179, 208
integration planning,

relationship, 263–264
intellectual property, 206–207
late-stage due diligence, 43
legal issues, 200–207
legal-specific due diligence

materials, client
preparation, 143

liabilities, 204–205
line staff, usage (challenges),

182–183
ownership/organization, 205–206
partners, relationships, 195
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performing, 184–185
products, publicizing, 195–196
projections, 199
regulatory issues, 208–209
report, 298–300
request, 163
tax component, 164

Due diligence teams
building, 174–186
finance/accounting, 177–178
human resources, 178–179
line functions, 181–186
line staff, impact, 184–186
management, 183–184
public relations, 180–181
real estate, 179
regulations/compliance, 179–180
staff functions, 176–177

Dutch Research and Development
Act, 164

Dutch Wage Tax Act, 164

Early-stage strategy
development, 43

Earnings before interest and taxes
(EBIT), 226

Earnings before interest, taxes,
depreciation, amortization,
and rents (EBITDAR), 215

Earnings before interest, taxes,
depreciation, and amortization
(EBITDA), 225, 228

comparison, 214–215
impact, 142, 243
improvement/revision, 244

Earn-outs, 251–255, 258–259
Economies of scale, 68
Ellison, Larry, 98
EMC, Dell acquisition, 230–231
Employees
base, due diligence, 190–193
ex post reward, 102

groups, 117, 190–192
importance, 190–193
key employees, 191
private communications, 294
rank-and-file employees,

communication
difficulty, 133

rank-and-file employees,
focus, 66

regulatory/compliance issues,
116–119

relevance, 100
retention, ensuring, 192–193
seller communication, 132–133
seller issues, 118
stock options, 308

Entrepreneurs, 20–21, 76–77
Environmental damage,

liability, 208
Environmental due diligence, 43
Equity
component, 250
cost, 278–280
importance, 117–118
offerings, 39
private equity, 5e, 16–17, 21–25
sale, 277
usage, 282–284

Escrow, 256–2571, 310
European Union (EU) data privacy

laws, 163–164
Exclusive arrangements, value

detractors, 139–140
Exclusivity period, inception,

153–154
Execution, due diligence

(relationship), 263–264
Executive management, 30–32, 83
Executive officers, impact, 29
Executives, cover, 36
Executive team, company sale

(impact), 83
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Facebook, acquisitions, 11
Fair Isaac Credit Organization

(FICO), 59
Fairness opinion, usage, 241
Federal Communications

Commission (FCC),
regulation, 48

Federal Express (FedEx)
model, 79

Finance (due diligence), 177–178,
197–199

Finance websites, information
(availability), 216

Financial buyers, 16–17
Financial liabilities, impact,

204–205
Financial metrics, 225
Financial modeling skills,

requirement, 239
Financial models, corporate

development team
responsibility, 92

Financial planning and analysis
(FP&A) professional,
performance assessment, 239

Financial pro forma, 304
Financial projections, 121–122,

199
Financials, 119–123, 130,

197–198
Financial statements, GAAP

adherence, 198–199
Financial windfall, 23
Financing
capital, cost, 276–285
cash financing sources, 276–282
contingency, 286–287
issues, 8, 276
opportunities, loss, 285–286
payment, assets (usage), 284–285
payment, equity (usage),

282–284

private financing,
documentation/negotiation,
282

tools, application, 279
First-mover advantage, 58
Fixed-cost platforms,

infrastructures, 79
Ford, 78, 250
For-free conversion services, 143
Formal auction, 155–159
Form deliverables, example, 297
Founders, 20–21, 80–81
401(k), usage, 165
Frequently Asked Questions

(FAQs), usage, 118–119
Friendly deals, 19
Front end technology, 64–65
Full sellers, 18–19
Fundamental adverse change,

75–76

Gap, up market, 96
Gartner Magic Quadrant, 130
Gates, Bill, 108, 133
General Electric (GE), 11, 69
Generally accepted accounting

principles (GAAP)
basis, 142
financials,

development/maintenance,
120–121

financial statement
adherence, 198

requirement, 122–123
General Motors (GM)
acquisition example, 250
customer retention, 60
division sale, example, 160
price competition, 78
Prudential Insurance

investments, 27
Geographic reach, 61–63
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Geographic space (niche), 74
Germany, transaction issues,

318–320
Global private equity dry

powder, 6e
Golden parachutes, 31
Good-faith payments, 153, 256
Google, 11, 98, 191–192
Great Recession (2007– 2009), 2
Growth, value enhancer, 135

Hard assets, 203
Hart-Scott-Rodino (HSR) antitrust

filing, requirement, 166, 318
Healthcare corporate

acquirer-investors,
ranking, 12e

Hedging mechanism, 73
Hewlett Packard (HP), 11, 269
Hidden liability, impact, 164
High-quality problem, 133–134
Historical control premium, 218e
Historical financials, development,

122–123
Holdback, 256–257
Hong Kong (HK), transaction

issues, 315–316
Hostile deals, 19
Human resources (HR)
compliance, 109–111
due diligence, 164–165,

178–179, 208
issues, 163–165
legal liabilities, 111
policy, 164–165

IBM, acquisitions, 11, 223
Incentives, 105–106, 231, 296
Incentivization method, 101–102
Indemnification, 310
Indication of Interest/Term Sheet

(IOI), usage, 169–170

Individual investors, 26–27
Industry
conferences/expositions,

importance, 130
cycle timing, 72–73
decline, market changes

(impact), 75
industry-specific regulation,

46, 48
regulators, 48
sector, overview, 304
sources, 129–130
trends, cyclicality, 75

Informal auction, 159–160
Infrastructures, 79, 113, 177, 189
Initial public offering (IPO), 25–26,

39, 117
Google IPO, 191–192
process, valuation exercises

(uncertainty), 211–212
Innovation, value enhancers,

135–136
Institutional investors, 27–28
Integration planning, 8, 43, 261, 305
brands, 272
compatibility, importance,

267–268
components/areas selection,

264–265
customers, 272–274
due diligence, relationship,

263–264
execution, relationship, 263–264
issues, 264–275
operations, 270–272
people, importance, 265–267
products, 268–270
resources, dedication, 262–263
security/reliability,

importance, 268
suppliers/partners, 274–275
technology, 267–268
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Intellectual property (IP),
37–38, 165–166, 203,
206–207

Interest rates, impact, 72–73
Internal business standards,

impact, 98
Internal metrics, 225–226
International Financial Reporting

Standards (IFRS), 199
International M&A, 162–167
closing procedures, 166–167
due diligence, tax

component, 164
HR policy, 164–165
intellectual property (IP)

protections, 165–166
seller behavior, 167–172
trust, building, 167–172

International regulators, 48
Internet Protocol (IP) ownership

provisions, value
detractors, 140

Investment bankers, 38–41,
127–129

Investment banking advisory fees,
example, 40e

Investment banks, 38–39
Investment plans, conflicts,

133–134
Investment term sheet, example,

313–314
Investors, 19–28
individual investors, 26–27
institutional investors, 27–28
private investors, focus, 82
professional investors, sale

reasons, 81–82
public investors, 25–26
sale reasons, 79–84

IOU, usage, 250
Israeli Tax Ordinance, Section 102,

164

Junior staff, 44–45

Keiretsu, 22, 239
Key employees, 191
Key performance indicators

(KPIs), 137

Late-stage due diligence, 43
Law firms, size (variation), 37–38
Lawyers
advisor status, 36–38
deal mechanism, usage, 291
impact, 127–129
usage, 176–177

Legal issues (due diligence),
200–207

Legal-specific due diligence
materials, client
preparation, 143

Legal staff, importance, 94–95
Legal terms, importance, 273
Lenovo merger example, 269
Letter of intent (LOI)
acceptance, 153–154
binding LOI, seller request, 157
value, 156–157

Leveraged buyout (LBO)
buyers, private equity targets, 147
firms, 24–25, 262
funds, 17
investors, 21

Leveraged transaction, 17
Liabilities, 204–205
Line functions (due diligence), 175,

181–186
Line management, 32–34, 184
Line managers, 33–34
Line staff
data sources, understanding,

185–186
impact, 184–186
usage, challenges, 182–183
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Liquidity event, 18, 23
Litigation, avoidance, 255
Local businesses, values, 63
Local market expertise/operations,

62
Local presence, creation

(benefits), 63
Local regulations, 47
Local relationships, asset value,

62–63

Management
buyers, 17
buy-in, 88–89
cover, provision, 158–159
force, 132
funds, 29
impact, 76–77
line management, 32–34
sale interests, 83–84
talent, usage, 77

Management buyout (MBO),
21, 24–25

Market
cycles, characteristics, 72
hedging mechanism, 73
position-driven acquisitions,

69–70
press, impact, 126–127
reaction, 102
reputation, building, 125–130
share, 58–61, 69–70
terms/conditions, concept, 167

Marketing, impact, 238
Market value cycle, 73
McDonald’s, 65, 213–214, 269
McGraw Hill, core business

(refocus), 162
McKinsey & Company, strategy

work, 43
Medtronic, deals, 11
Merger agreement, 289

Mergers and acquisitions (M&As)
activity, 3e
advisors, 36–46, 93–94
board buy-in, 88–89
buyers, 10–17
corporate resources, 94–95
corporate staff, components,

29–36
corporate strategy, 85–86
cross-border M&As,

contrast, 163
deals, 14e–15e, 85, 91–93,

104
entrepreneurs/founders, 20–21
full sellers, 18–19
individual investors, 26–27
institutional investors, 27–28
international M&A, 162–167
investors/owners, 19–28
management buyers, 17
management buy-in, 88–89
newbies/one-timers, 13, 15–16
players, 10
private equity, relationship,

21–25
public investors, 25–26
purchase, 55–70
regulators, 46–48
repeat players, 11–12
sale, decision, 55, 70–84
sellers, 17–19
strategic transaction strategy,

86–88
strategy, 85–89, 101
unwilling sellers, 19

Message, planning, 102–103
Metrics, 131, 137–138, 225
usage, 279

Microsoft, 133
Midlevel staff, 44–45
Model valuation exercise, 229e
Morale, 110, 133
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Most favored nations clauses,
avoidance, 141

Motorola Mobility, Google
purchase, 11

Naive sellers, value detractors,
143–144

Negative revenue synergies,
consideration, 232–233

Negotiation, 89, 151–155
Netherlands, The (transaction

issues), 316–318
Net income, 214, 254
Net worth, representation, 2222
New region, overview, 304
Niche focus, 59
Niche players, survival, 78–79
Nike, brand/trademark, 65, 207
Nondisclosure agreements (NDAs),

usage, 152–153, 156, 189
No-shop, 309

Obligations (due diligence),
200–203

Office of Thrift Supervision, 180
One-on-one negotiation, 151–155
Online payments industry, public

relations example, 180–181
Open-ended commitments,

contractual issue, 139
Operations
due diligence, 188
integration planning, 270–272
post-closing (continuity),

employees (selection),
257–258

understanding, importance, 187
Oracle, 11, 98, 112
Organic growth, 70
Organizational buy-in, 99–102
Owners, 19–28, 131–132
Ownership, 203, 205–206

Page, Larry, 98
Paid time off (PTO), 164
Panera, cannibalization, 269
Paralegals, role, 45
Partners, 49–50, 195, 275–275
Passive shareholders, impact, 28
Patents, 165, 206–207
Payments
assets, usage, 284–285
contingent payments, 251–255
currency, relationship, 247–251
equity, usage, 282–284
good-faith payments, 256
payments over time, 258
retention payments, 257–258

People, 66–68, 265–267
PeopleSoft, Oracle purchase, 11
Performance, importance, 252
Personally identifiable information

(PII), usage, 166
Pfizer, deals, 11
Portfolio company, acquisition

funding, 24
Possession, 203
Post-closing
adjustment, 291
issues, 294–295

Post-deal integration, line
management (involvement),
33

Post-transaction management
structure, 308

Power, relative positions,
161–162

Pre-closing conditions, 111,
116, 154

Pre-closing covenants, 310–311
Predictability, value enhancer,

134–135
Press, impact, 50, 126–127
Pricing models, value detractors,

140–141
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Private communications, 294
Private companies, regulatory

filings, 277–278
Private equity
acquisitions, variations, 24–25
firms, 16–167, 21, 24, 32, 262
impact, 21–25
investment, 5e
partner, 17

Private financing,
documentation/negotiation,
282

Private Investment in Public
Equities (PIPEs) deals,
popularity, 18

Private investors, focus, 82
Privately held target, public buyer

acquisition (acquisition term
sheet), 307–312

Private statements, usage,
294–294

Pro bono work, 94
Products
acquisition, 64
costs, restatement, 242–243
crafting, cost, 114
impact, 63–65
integration planning, 268–270
line (niche), 74
line costs (distortion), allocations

(impact), 243
one-stop-shop source, premium

payment, 232
publicizing, 195–196
strengths/weaknesses, buyer

assessment, 196
technology, acquisition, 65
usage, 113–114

Professional investors, sale reasons,
81–82

Professional management, control
(ceding), 20

Profit and loss (P&L) statement,
121, 197

expenses, elimination, 247
line item, cost synergy

source, 234
synergies, impact, 234

Pro forma, 228–239
business units, divestiture,

241–247
carve-outs, 241–247
completion, 238–255
contingent payments, 251–255
corporation assets, divestiture,

241–247
currency/payment, 247–251
earn-outs, 251–255
financial pro forma, 304
financial statements,

development, 243–244
income statement, usage, 247
legal/investment banker fees, 237
P&L, building, 245
valuation, relationship, 239–240

Projected financials, development,
122–123

Projections (financial projections),
199

Project management, 92
Proxies, 82, 161
Prudential Insurance,

investments, 27
Public buyer acquisition, acquisition

term sheet, 307–312
Public companies
financials, 212–213, 216
regulatory filings, 277–278

Public image, issues, 119
Public investors, 25–26, 82–83
Publicly traded companies, financial

statement auditing
requirement, 198

Public offering, 26
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Public relations, 125–127
Public relations (due diligence),

180–181
Public statements, usage, 292–293
Public, strategic transactions

examination, 49
Purchase
agreement, signing, 289
decision, 7, 55
geographic reach, 61–63
reasons, 56–70
technology/product, impact,

63–65
Purchase price
equity, usage, 283
execution, 248

Quoted price, buyer
understanding, 196

Ralph Lauren brand, value, 96
Rank-and-file employees,

communication difficulty,
133

Real estate (due diligence), 179
Regulators, 46–48
Regulatory issues (due diligence),

208–209
Regulatory synergies, 235–236
Relational database, usage

(example), 74–75
Repeat players, 11–12
Representations, 309, 313
Reputational synergies,

achievement, 236
Reputation, importance, 236
Resources
backfill, company ability, 286
constraint, 78
corporate development

plan, 96
dedication, 262–263

strain, strategic transactions
(impact), 285–286

usage, 77–78
Retention
bonus, 105
challenges, buyer mitigation,

192
payments, 257–258

Return on equity (ROE), 225–226
Revenue
company valuation, 214
deferred revenue, 141
identification, ease, 242
negative revenue synergies,

consideration, 232–233
synergies, 231–233

Risk-free rate, usage, 222–223
Rollins Truck Leasing, divestiture

example, 285
Rooftop consolidation, 271–272

Sale
business reasons, 71–79
cashing out, 79–84
decision, 7, 55, 70–84, 108
documents, deal advisor

preparation, 144
founder reasons, 80–81
industry cycle timing, 72–73
investor/owner reasons, 79–84
management interests, 83–84
market timing, 72
planning, 124
preparation, 134–145
process, fees (increase), 106
professional investor approach,

81–82
public investor reasons, 82–83

Samsung acquisition, example, 232
Sarbanes-Oxley Act, 30, 170–171
Scalability, absence (value

detractor), 142–143
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Scale-related cost reductions,
achievement, 141

Secondary advisors, selection, 94
Sector specialists, impact, 44
Securities and Exchange

Commission (SEC), regulation,
26, 47, 212, 292

Security, importance, 189
Sellers, 17–19
approach, communication

(importance), 150–151
auditors, financial statements,

41
behavior, 167–172
binding LOI request, 157
buyer trust issue, examples,

170–171
capability, building, 104–107
contractual issues, 139
corporate entity, 71
corporate resources, 106–107
deal preparation, 7, 104
dual-track process, 154
employees, 118, 132–133, 266
fishing expedition, 127
full sellers, 18–19
market reputation, development,

126
naive sellers, value detractors,

143–144
partial sellers, 18
post-closing property, 245
preparation, 7, 104
price, fixation, 168
public image, issues, 119
regulation, 209
sale, decision, 148–149
sales mode, 151
surrogates, usage, 128
unwilling sellers, 19
valuation perspective,

227–228

Selling, general & administrative
(SG&A) line, income statement
example, 231

Senior staff, 44–45
Serial entrepreneur, impact, 76–77
Services, strengths/weaknesses

(buyer assessment), 196
Shareholders
activist shareholders, impact, 28
liability lawsuits, legal protection,

241
meeting, 310
passive shareholders, impact, 28
unregistered stock receipt, 249
vote, 47

Signing events, 291–294
Silent owners, impact, 131–132
Skill sets, 90–91, 93
Smith & Wollensky, comparability,

213–214
Staff
functions (due diligence),

176–177
incentives/motivations, 35–36
motivation, 106–107

Stalking horse, 152
Starbucks, 65, 78, 232–233
Startup culture, 191–192
State Intellectual Property Office

(SIPO) (China), 165
State regulations, 47
Steady state (company condition),

215
Stock
payment function, 284
price, volatility, 211–212
purchase agreement, 289
trickling, 249

Stock value, translation, 228
Strategic acquirer, public relations,

49
Strategic buyers, 10–16
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Strategic plan, 304
Strategic transaction
approval, 97–99, 304–305
basis, 304
competitor reaction, 50
completion, employee relevance,

100
corporate development team,

importance, 35
delay, 215–216
designation, 1
exercise, risk, 4
form deliverables, example, 297
legal approval requirements,

97–98
message, planning, 102–103
newbies/one-timers, 13, 15–16
opportunities, loss, 285–286
organizational buy-in, 99–102
players, 7
public market tolerance, limit,

286
public statement, goal, 292–293
repeat players, 11–12
sale, involvement, 18
strategy, 86–88

Subsidiary, impact, 124–125
Sun Microsystems, Oracle

purchase, 11
Sunsetting provisions, 143
Suppliers
integration planning, 274–275
long-term contracts, 194
long-term stability, 236
relationships, 195

Surrogates, usage, 128
"Swinging for the fences," 22
Switching costs, 60
Synergies, 85, 233–236
addressing, integration plan

(impact), 273–274
balance sheet, 234–235

brand/reputation/credibility, 236
cost, 237–238, 240
cross-sell synergy, 274
generation, 230–231
increase, 124
negative revenue synergies,

consideration, 232–233
potential, 7
regulatory synergies, 235–236
revenue synergies, 231–233

Talent, value enhancers, 137
Target business, overview, 304
Target company, human capital

(importance), 179
Team
building, 174–186
corporate development, 89–93
formation, 34–35
involvement, 104–105
staff functions, 176–177

Technology
acquirers, ranking, 13e
acquisition, 64
due diligence, 188–189
impact, 63–65, 188–190
infrastructure, standards, 271
integration issues, 112–113,

267–268
technology-driven company,

infrastructure (building), 113
usage, 111–113
value, maximization, 111–112

Terminal value, 224
Termination fees, 237
Termination rights, 309, 313
Territory transaction issues,

315–322
TGI Fridays, cannibalization, 269
3D systems, acquisitions, 11
Time to market, 58
Time Warner, AOL merger, 251

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Trim Size: 6in x 9in Frankel bindex.tex V1 - 03/14/2017 4:40pm Page 341�

� �

�

Index 341

Tobira Therapeutics, Allergen
purchase (control premium), 217

Top-down financial projects, 122
Trademarks, 206–207
Trading comparables, 212–217,

221e
Transaction. See Strategic

transaction
anti-competitive aspects, 166–167
comparables, 217–222
cross-border transactions,

differences, 164
hostage status, 142
issues, country/territory

considerations, 315–322
tail, presence, 154–155

Trickle-down theory, management
support (comparison), 102

Trust, building, 167–172

Unhappy customers, value
detractors, 138

Unilever, 32, 100–101
United Parcel Service (UPS), 79, 285
United States
merger and acquisitions (M&A)

activity, 3e
private equity investment, 5e
venture capital commitments, 4e

Unregistered stock, shareholder
receipt, 249

Unwilling sellers, 19
Up market, 96
U.S. dollar, cross-border transaction

assumptions, 247–248

Valuation, 8, 89, 211
bias, 216
completion process, 239–255
cost synergies, 233–234
discounted cash flows (DCFs),

222–225

enhancement, acquisition
(impact), 228

exercise, 306, 306e
grouping, production, 225
internal metrics, 225–226
methods, 212–228
model exercise, 229e
pro forma, 228–239
return on equity (ROE), 225–226
revenue synergies, 231–233
seller perspective, 227–228

Value detractors, 119, 134,
138–144

accounting consistency, 142
contract hygiene, 141–142
contractual agreement provisions,

138–139
discounting, 141
exclusive arrangements, 139–140
IP ownership provisions, 140
naive sellers, 143–144
pricing models, 140–141
scalability, absence, 142–143
unhappy customers, 138

Value enhancers, 134–138
customer base, 136
distribution, channels, 136–137
growth, 135
innovation, 135–136
metrics, 137–138
predictability, 134–135
talent, 137

Venture capital commitments, 4e
Venture capitalists (VCs), 21,

22–23, 249–251
Viacom acquisition, 236
Visibility, 109–110

Wall Street Journal Test, 292
Wal-Mart, acquisition example,

191, 233
Warranties, 289, 309
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Weighted average cost of capital
(WACC), production, 223

Welch, Jack, 69
Williams-Energy Transfer Equity

deal, announcement/collapse,
12

Winner’s curse, 4
Work for hire provisions, 140

Working capital
computation, 245–246, 260, 291
minimums, involvement, 291

Works Councils, importance,
165

XIO Group-J.D. Power unit sale,
example, 162–163
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