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INTRODUCTION

* How much is my company worth?

* How much should I pay my investment banker? What services can I expect for my
money?

How do ] put together a convincing request for acquisition financing?

* How much should I pay for the company I want to buy?

Whatever the pros and cons of the recent trend toward ‘‘merger mania,”’ mergers and acquisi-
tions (M & A) are increasingly a matter of vital concern to senior managers of both public and
private companies. Yet there are few areas of business practice that are so shrouded in mys-
tique—a mystique that is encouraged and in some cases deliberately created by the investment
bankers and other intermediaries who make a handsome living from their expertise.

This handbook is intended to demystify the procedures and techniques used in mergers
and acquisitions. It presents in a practical, easy-to-use format the most up-to-date procedures
and techniques used by investment bankers and M & A professionals. In addition, the book pro-
vides standardized forms, letters, and outlines that can be referred to quickly and adapted for use
in the purchase, sale, or defense of a business.

This handbook is primarily intended for use by the directors and acquisition managers
of operating concerns. They are contemplating or have in fact become involved in the sale or
defense of their own company, or the purchase of another. They are familiar with the strategic
issues involved, and they know their own business objectives. They will probably have been in-
volved with deals before. But they want a guide that can quickly and logically walk them through
every stage of the transaction, providing them with detailed procedures, techniques, and sample
documentation. They may want simply to review the steps. They may want to see what their
investment banker is really offering them, and whether the fee is reasonable, or to check the
quality of the investment banker’s work, or to undertake some or all of the transaction without
the assistance of high-priced intermediaries. In every case, this book will provide them with the
practical reference materials that they need.

The book will also benefit financial professionals who need a handy reference manual of
forms, checklists, and procedures to guide them through the familiar and less familiar areas of
the M & A transaction or those interested in developing an M & A business.

WHAT THIS BOOK CONTAINS

The handbook is divided into three parts: ‘‘Buying a Company,”” *‘Selling a Company,”’
and “Defending a Company.”’ Each part contains chapters devoted to the major steps involved
in the transaction. Each chapter contains the detailed procedures, techniques, and documenta-
tion involved in the step under discussion, in the form of samples, checklists, and tables. Oppo-
site each exhibit are comments on its use, containing advice and cautions as to its applicability in
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X INTRODUCTION

different situations. The chapters and exhibits are listed in detail in the table of contents and can
be immediately referred to. Chapters are also prefaced with valuable discussion of the impor-
tance, technical considerations, and differing approaches to each step in the transaction.

HOW THIS BOOK WILL HELP YOU

Buying a Company

* How do I draw up a list of acquisition candidates?
* Where can I find financial information on target companies?
* How do I prioritize potential targets?
Turn to the information and techniques in Chapter 1, Identifying the Acquisition Target.
* Do I need an investment banker?
* How do I choose among financial advisors?

* What am I getting for my money?
* What fee structures are usual in the industry?

Client/financial advisor relations are covered in Chapter 2.

* What is a fair price for the company I want to buy?
* How much value will be created by a merger?
* How do I calculate my return on investment?

Detailed valuation techniques are provided in Chapter 3.

* What is the best way to approach an acquisition target?

* Isit worth making a friendly offer?

* What should I include in a letter of intent? And what should I leave out?
* What are the questions the professionals ask during due diligence?

Valuable negotiating tactics and checklists are included in Chapter 4.

» Should I make a hostile bid?
The pros and cons of hostile takeovers are detailed in Chapter 5.
* What is the right level of financing for me?

* How can I most effectively represent my financing request?
* Does a leveraged buyout make sense?

Turn to Chapter 6 for detailed debt/equity analysis worksheets and a sample financing
request memorandum.
* What documentation will I need for the closing?
e How do I make a public tender offer?

Chapters 7 and 8 provide detailed lists, outlines, and examples of the complex legal doc-
umentation entailed in a closing and a public tender offer.
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Selling a Company

* How do I present my company most effectively to prospective buyers?
* Where can I go to draw up a list of buyers?

* How do I know whether a potential buyer is reputable?

* What are the choices available to me in soliciting bids?

* What should a confidentiality agreement contain?

A sample selling memorandum and confidentiality agreement are provided in Chapter 9,
together with detailed guidelines on offering a company for sale.

* How can a financial advisor help me in selling my company?
Turn to Chapter 10.

* How much is my company worth?
* How can I support my price demand?

Chapter 11 contains detailed valuation techniques and examples.

* How do I most effectively state my terms to a buyer?
* How do I write a press release announcing my agreement to sell?
* What does a fairness opinion look like?

Turn to Chapter 12 for full details on negotiating a sale transaction.

Defending a Company

* When does a Pac-Man defense make sense?
* What fiduciary obligations do I have to my shareholders?
* How do I write a press release announcing my appointment of a financial advisor?

Chapters 13 and 14 contain practical glossaries and checklists to help you prevent or
defend against unwelcomed bids.

IMPORTANT NOTICE

Due to the confidential nature of the mergers and acquisitions process, all names of
companies and individuals, unless otherwise stated, are fictional, and any reference to actual
companies or individuals is purely accidental. The exhibits in this book are intended as samples
and illustrations of procedures and techniques. Except in the case of blank forms, they are not
intended to be applied directly to specific business situations. Many of the documents repro-
duced relate to complex financial and legal issues that can be addressed only with reference to the
specific circumstances of an individual transaction. The reader is strongly advised to seek profes-
sional assistance where appropriate, and in any event the author and publisher can take no re-
sponsibility for the inappropriate use of documents contained in this book.

The author will be glad to answer questions relating to the contents of this book and
other mergers and acquisitions issues. He can be contacted by writing Prentice Hall, Business
and Professional Book Division, Prentice Hall Building, Englewood Cliffs, NJ 07632.
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