A
Abnormal return, 124, 631
Absolute priority rule, 472, 631
Accounting manipulations, merger incentive
(relationship), 53
Ackman, William, 300-301
Acquirer
financial screens, 604
hurdle rate, 566
P/E ratio, 601
value creation, 591
Acquiring companies, payment method
long-term effects, 590-593
short-term effects, 589-590
Acquiring firms
performance, 583
shareholders, yearly aggregate dollar return
(1980-2001), 67
Acquisitions, 63 1. See also Mergers and acquisitions
announcements, stock price reaction, 260¢
CEOQ initiation, board of director rewar:ic
516-517
corporate acquisitions, 162-162, 175176
creeping acquisitions, Federal1'rade Commission
(FTC) rules, 115
engagement, propensity, £,2 5-624
laws, 72-85
multiples, 578t, 607-608
prices, change, 567-568
prior acquisitions, sales, 397-398
ranking, 61t
real options, usage, 572-573
slow-growth industry, growth (achievement),
131
strategy, Johnson & Johnson growth, 128-130,
128t
usage, 131-132
Active antitakeover defenses, 211-233
Active investments, performance (contrast), 294f
Activist hedge funds
impact, 289-290
institutional investors, role, 295-296
private equity firms, contrast, 294—-300
shareholder wealth effects, 290-292
Activists
assets under management (AUM), 281f

Index

bearish activist announcements, average
cumulative market-adjusted returns, 298f
board seat campaigns, 284—285
bullish activist announcements, average
cumulative market-adjusted returns, 298f
campaign, anatomy, 28 7f
disclosure requirementc. 283
funds, growth (macic=conomic foundations),
281-282
hedge funds activisis, 275-276, 279, 285-287
leader activisiz. 283f
response, tercet defense implementation
(aring), 299-300
sel-offs, relationship, 408—415
serial activists, 297
shareholders, communications, 297-299
short-termism, 284
spinoffs/M&As, relationship, 412-413
target resistance, 299
targets, changes, 283-284
U.S. activist campaigns, number, 281f
Administrative Measures for Strategic Investment
by Foreign Investors in Listed Companies
(China), 93
Agency costs, 486-487,490-491
CEO compensation, relationship, 488
control, 501-502
diversification strategies, relationship, 518-519
dual classifications, relationship, 487-488
Agency problem, 322, 631
Airline industry, asset fire sales, 442-443
Alcoa
Arconic, comparative stock price, 421f
spinoff, 420-422
Allegis, synergy, 137-138
Alliance knowledge flows, benefits/risks,
544-545
Alliance type, shareholder wealth effects,
545-546
Alphabet stock, 432, 631
Amanda Acquisition Corporation v. Universal Foods
Corporation, 101-102
American Sugar Refining Company, monopoly
ruling, 111
Amerisource, stock-for-stock merger, 602
Announcement bidder performance, 594
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Announcement period returns, 244f
Antigreenmail provisions, 209, 631
Antimonopoly
approval, 90
consent decree, 416
law (China), 93
provisions, 44
Anti-Monopoly Law (Japan), 91
Antitakeover defense, value management usage,
553-554
Antitakeover laws. See States
court decisions, 100—-102
Delaware antitakeover law, 104—105
wealth effects, 105-106
Antitakeovers
active antitakeover defenses, 211-233
amendments, 210, 631
defense, 230-231
measures, 183 186-187, 512
Antitrust approval process, required divestitures,
116
Antitrust laws, 110-116
Any-or-all tender offer, 631
Appraisal
arbitrage, 33
rights, 25-26, 631
Arbitrage
movements, 266
returns
computation, 263-264
research, 265-266
risk arbitrage, example, 264—265
Arbitrageurs
risk arbitrageur’s annualized return (RA P
equation, 263
role, 580-581
takeover tactics, 262
target vulnerability, 262—-246
Arconic
Alcoa spinoft, 420-422
comparative stock price, 42 1f
Asia
divestiture trends, 39 5f
MG&A transaction value, 8t
spinoffs, 411f
takeover regulation, 90-95
Asset-based lending (ABL), LBO debt
financing, 330

Assets
asset-based LBOs, cash flow (contrast),
326-327
basis step-up, 618—619
deals, 24-28

fire sales, 442-443

restructuring, 441-442

sales, 152,467-468

taxable purchases, 617

values, 455-456
Assets under management (AUM), 281f
AT&T, breakup/spinoff, 416

Auctions
outside deals, 349
private negotiations, contrast, 22
process, poison pills, 198
Australia, takeover regulation, 95-96
Automatic stay, 452
Automobile industry, vertical integration,
167-168
Avaya, buyout target risk assessment challenge,
348
Average annual P/E multiple, 568f
Average buyer stock price effects (voluntary
sell-offs), 407t
Average implied discounts, 611t
Average markups, evolution, 159f
Average seller abnormal returns, voluntary sell-offs
(impact), 406t
Avis, acquisition, 17-18

B
Back-end rights plan, 621
Bad bidders, target, 1,4-175
likelihood, 259--260
Baker Hugh®s, nerger negotiations/stock offers,
(V8]
Barking regulation, impact, 376
Bedniuptey. See Chapter 11 bankruptcies
~cset values, 455-456
company acquisition, 467-468
credit conditions, 455
data, 446
debtor in possession, 451452
exclusivity period, 454
filing location, 451
fraud-related bankruptcies, 446
involuntary bankruptcy petitions, 472
Lehman Brothers, 443-444
petition/filing, 451
postpetition credit, obtaining, 455
prepackaged bankruptcy, 461-465
prepetition claims, partial satisfaction, 457
proceedings, leveraged buyouts (relationship),
471
public company filings/assets, 44 6f
restructuring, 437
stakeholder committees, 453-454
time, length, 455-456
total bankruptcies, 44 5f
trends, 444-448
U.S. bankruptcy laws, 448—-449, 448t
U.S. public bankruptcies, ranking, 447t
Bear hugs, 241-242, 631
Bearish activist announcements, average
cumulative market-adjusted returns, 298f
Becton Dickinson, Sun Oil (contrast), §1-82
Bendix Corporation, Martin Marietta Corporation
(contest), 234-235
Bergen Brunswig, stock-for-stock merger, 602
Best price rule, 83



Beta, 125, 243, 254, 631
Bidder, 15, 631. See also Hostile bidders
Bidding process, termination fees (relationship),
220-221
Bid jumps, 241
Black-Scholes call option, business real option
parameters (contrast), 572t
Blank check companies, 36, 632
Blank check preferred stock, 194
Blasius Standard of Review, 98—-99
Blended price, 632
Blockholders, 594
Board of directors, 515-516
appointments, 502
characteristics, 491-494, 507-508, 512
compensation, 501-502, 508
corporate boards, poison pills
(relationship), 199
directorships, prestige, 509
independence, 257-258, 503-504
interests, 519-520
interlocking boards, 502—-503
interlocks, 366
investment bankers, relationship, 520
role, 502-509
seats, 269, 284-285, 288
shareholder nominations, 268
size, 505-506, 506f
special committees, 29—-30
staggered boards, 201-204, 288
Standard and Poor’s 1500 (S&P1500), classified
boards, 202f
target board of directors, resistance rights.
185-186
time, allocation, 509
Board out clause, 205, 632
Bondholders
targeting, 581-582
valuation effects, 582-595
wealth, spinoffs (relaticnship), 415
Book value, 554-555
market value, comparison, 604
Brazil, corporate governance, 484
Breakup fees, 219-220
Bridge financing, 359
Bridge loans
LBO debt financing, 331
usage, 374
Bullish activist announcements, average
cumulative market-adjusted returns, 298f
Bush Boake Allen, IFF acquisition, 131-132
Business
combination provision, 102-103
judgment rule, 96-97, 632
private businesses, valuation, 605
real option parameters, Black-Scholes call option
(contrast), 572t
sale, 403
troubles, value, 450
valuation, 569-570, 607
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Business failure
age, ranking, 440t
causes, 439-443, 440t
economic failure, 438
financial distress, costs, 438-439
financial failure, 438
types, 438-439
Bust-ups, 430-431
takeover, 632
voluntary bust-up, shareholder wealth effects,
431
Buyouts
intra-industry effects, 344
premiums, 294-300
targets, risk assessment, 348
Bypass offers, 244—-245

C

Cambridge Associates Privace Equity Index, 362f
Campeau Corporation.hanxruptcy, 474-476
Canada, takeover regt.lation, 90
Capital asset pricing model (CAPM), 124,
563,632
Capital bude-tir g,333, 555, 561, 571, 632
Capital cocts
discount rate, relationship, 561-562
stato antitakeover laws, relationship, 106-107
Capvital market factors, 399-400
Capital structure, 623-624
changes, 211-212,222-230
LBO capital structure, 329t
Carried interest, 352-353
Carve outs
post carve-out performance, 426—427
pre-carve-out firms, industry peers (comparison),
428t
proceeds, disposition, 427-428
Cash
cash-out statute, 103
cash-rich firms, M&As (relationship), 591-592
foreign cash holdings, M&As (relationship), 628
risk effects, 588—-589
transactions, tax incentives, 588
Cash flow (CF)
asset-based LBOs, contrast, 326-327
calculation, 333
growth, 604
historical cash flow, analysis, 334
hypothesis (LBOs), 327-328
LBO, 327,334, 632
needs, 401
stability, 334
Cash tender offers, 71-72
securities tender offers, contrast, 249-250
Casual pass, 238, 632
Celler-Kefauver Act (1950), 112, 632
Cendant
conglomerate split-up, 423-424
stock price, S&P500 Index (contrast), 423f
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Central America, M&As, 11f
transaction value, 12t
Chairperson position, splitting, 504—-505
Chapter 7 bankruptcy, 632
Chapter 11 bankruptcies, 44 5f, 632
asset sales, 468-469
automatic stay, 452
company benefits, 457-459, 458t
decision, voluntary restructuring (transaction
costrole), 467
filings, example, 459-460
firms, company size comparison, 458f
management, 460-461
performance, post-Chapter 11 performance, 460
postbankruptcy performance, 460-461
process, debtor benefits, 457-461
process, duration, 453
projections, 459
reorganization, events/dates (timeline), 452t
Chief executive officers (CEOs), 515-516
age, 497-498
board of directors rewards, 516-517
diversification strategies, 517-518
gain, 498-499
M&As, 496-498
overconfidence, 497
pay comparisons, 489-490
positions, splitting, 504-505
power/governance, 496
say-on-pay, 496—497
severance payments, 494
superstar CEOs, value, 493-494
Chief executive officers (CEOs), compensatior
agency costs, relationship, 488
board characteristics, relationship, 491-1:94
firm size, relationship, 491
incentives, 493
luck, role, 493
M&A programs, relationship, 316
peer group benchmai¥ing, 492-493
power, 495-498
shareholder returns, relationship, 490
strategies, 517-518
China
acquirers/acquisitions, 93-94
acquisitions, deal value, 94f
company, foreigner acquisitions, 93
corporate governance, 482-483
takeover regulation, 92-94
Chinese wall, 632
CIT Group Inc., prepackaged bankruptcy,
464-465
Citibank, financial supermarket (problems), 147
Cities Service Oil Company, Pickens/Mesa
Petroleum bid, 215-216
Classified board, 196, 201-204, 484, 632
elimination, 288
provision, 523
Clayton Act (1914), 111, 632
Club deals, 355-356

Coca-Cola
acquisition proposal, 509-511
stock price response, 510f
Coercive tender offer, 229, 633
Coinsurance effect, 106, 144-145, 633
Collar agreement, 265, 602-603, 633
Colt Industries, Garlock Industries (contrast), 57
Commissioner v. Morris Trust, 619
Commitment, comparative level, 536f
Common stock, cost, 563-565
Company
acquisitions, 467-468
book value, 607
distressed companies, securities (investment),
472-476
earnings capacity, 607
earnings per share (EPS), 596-597
performance, 515-516
size, Chapter 11 benefits, 457-459
size, Chapter 11 firms (comparison), 458f
Comparability, establishiment, 574-575
Comparable multiples. 574
usage, 575-577
Comparable stick prices, 607
Competing.t=ncer offers, 84
Concentretion
ratios, 117-118, 633
Cowcentration, measurement, 117-118
Cuufidentiality agreements, 22
Conglomerates, 633
benefits, evidence, 149-150
dissolution, 435
growth, 57-59
performance, 54
split-up (Cendant), 423-424
Conglomerate wave
diversification, shareholder wealth effects, 51
industry concentration, relationship, 50
Consolidations, 66
horizontal integration/roll-up acquisition
programs, relationship, 161-162
Constituency provisions, 103
Contested solicitations, number, 269f
Continuing value/terminal value, 557
Contractual agreements, 535-536
Control premiums, 583—588, 584f
average control premiums, 611t
Control rights, allocation, 543
Control share provision, 103
Copycat M&A, examination, 165
Core business, abandonment, 402-403
Corporate acquisitions
decisions, 175-176
programs, serial acquirers (relationship),
162-163
Corporate assets, market liquidity, 401
Corporate boards, poison pills (relationship), 199
Corporate charter amendments, 199-210
Corporate communications (M&A
announcements), 266



Corporate control decisions, shareholder wealth
effects, 521-522
Corporate control/default, 470-471
Corporate democracy, 478-479
Corporate finance, junk bond financing role
(change), 378-379
Corporate governance, 477, 525, 587
activists, 485-486
competition, 523-524
firm value/return, 484—485
impact, 522-523
international corporate governance, 480-484
merger strategy, relationship, 516
sell-offs, relationship, 407-408
Corporate raider, role, 61-62
Corporate restructuring, 20-21, 389
takeover defense, 230
Corporate split-ups, 422-423
Corporate tax rates, 626f
Corporate transformation, failure, 148-149,
172-174
Corporations
management/directors/shareholders, flowchart,
478f
public corporations, income reporting, 606—607
structure/governance, 477
Cost
cost-reducing operating synergies, 139-140
improvements, purchasing power gains (impact),
141-142
reductions, 335
Countersolicitations, failure, 271
Covenant-lite loans, usage, 359
Cramdown, 456-457, 633
Creditors, protection, 343
Creeping acquisitions, Federal Trade Cernmission
(FTC) rules, 115
Cross-border acquisitions
international growth, rej«tianchip, 133-134
risk, 567
Cross-border M&As, international taxation
(relationship), 625-626
Cruise industry, consolidated, 140-141
Cumulative abnormal return (CAR), 124-125,
171, 256,336,633
Cumulative voting rights, 633
Currency-related effects, 134

D
Darden Restaurants, Starboard Value takeover,
285-287

activist campaign anatomy, 28 7f
Data reliability, 580
Dead-hand provisions, 194-195, 633
Dead shares problem, 270
Deal

anticipation, 582

closing, 31

structure, 24-28, 624
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Debt
assumption, 222, 224-226
cost, 562
distressed debt securities, returns, 473-474
financing, 359
holders, position, 342
LBO debt financing, 329-335
paydown, enterprise value (increase), 331-332
paydown strategy (LBO debt financing), 331,
332f
securities, tender offers, 84
senior debt, 329-330
subordinated debt (LBO debt financing), 330
usage, aggressiveness, 62—-63
Debt-coinsurance effect, problem, 144
Debtor
actions/supervision, 454
Chapter 11 process, benefits, 457-461, 458t
Debtor in possession, 451-452, 633
duties, 453
Deconglomerization, 14¢. 507, 633
Defensive capital stracture changes, usage, 222
Defensive mergers, 122rger waves
(relatioi.ship), 43
Delaware anitakeover law, 104-105
Delaware General Corporation Law, Rule 251h
(mmpact), 359-360
DeIv!onte decision, stapled financing conflicts,
384-385
,¢pository bank, tender offer team creation, 252
Deregulation
impact, 372
role, 63
Derivatives, 76
Disciplinary takeovers, 515-516
Discounted cash flow (DCF)
accuracy, highly leveraged transaction (HLT)
evidence, 560-561
enterprise value, adjustments, 560
method, application, 569-570
usage, 570t
Discounted future cash flows, 555-557
Discount rate
choice, 561
consideration, cost of capital (usage), 561-562
market determination, 566—-578
risk, 566-567
Discriminatory self-tender, 229-230
Diseconomies of scale, 140
Dissidents, 271, 274-275, 633
Dissidents/dissident campaigns, 276-277
Distressed companies, securities (investment),
472-476
Distressed debt securities
control opportunities, 474
returns, 473-474
Distressed firms
control, market, 476
vulture investors, role, 476
Distressed securities returns, 473f
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Distribution
improvement, 178, 179
systems, enhancement, 538
Diversification, 146-151, 633
CEO strategies, 517-518
discount, 150-154
industry entry, 147-148
industry positions, acquisition (relationship),
146-147
strategies, agency costs (relationship),
518-519
Divestitures, 392—403
Asia, trends, 395f
business, sale, 403
capital market factors, 399-400
cash flow needs, 401
core business abandonment, 402—-403
corporate assets, market liquidity, 401
deal, completion, 404
decision, 403, 404
Europe, trends, 395f
global divestiture trends, 394, 395t
involuntary divestitures, voluntary divestitures
(contrast), 396
likelihood, 396
performance problems, 398—-399
plan, shareholder approval, 403-404
reasons, 396t
restructuring plan, formulation, 403
round-trip wealth effects, 404-405
shares, registration, 404
spinoff process, 403-408
trends, 393-394
U.S. M&As, contrast, 39 3f
U.S. trends, 395f
Dividend-paying capacity, 607
Dividend recapitalizations, 358
Divisional buyouts, impact, 32/-342
Don’t Ask, Don’t Waive stariactii agreements, 214
Drexel Burnham Lambe:t
bankruptcy, 375-376
historical role, 372-373
Dual capitalization, 206—208
shareholder wealth effects, 208
Dual classifications, 633
agency costs, relationship, 487-488
Dual class recapitalizations, approval (reasons), 207
Due diligence, problems, 578
Dynamic Entertainment, comparative financial
condition, 596t
Dynamics v. CTS, 101

E

Early warning systems, 186—187
Earnings
growth, 604
inaccuracies/fraud, 580
Earnings before interest, taxes, depreciation, and
amortization (EBITDA) multiple, 57 6f

Earnings per share (EPS), 596-597
bootstrapping, 599-601
dilution, 597-599
initial changes, factors, 599
mergers, 598t
Economic failure, 438
Economic motives, 157-167
horizontal integration, 157-164
vertical integration, 164-167
Economies of scale, 46—47, 66,127,139, 633
expectation, 153
exploitation, 529-530
Economies of scope, 141, 143, 151, 633
Economies, pursuit, 140-141
Edgar v. MITE, 100-101
Efficiency gains, 322-324, 340
E index, usage, 484—-485
Elastic demand, 119
Election, call ability (restrictions), 210
Employee Stock Ownership Plans (ESOPs), 77, 634
leveraged ESOP, 63
share issuance, releticnship, 227-228
Enforcement authozsit.ies, guidelines (1992), 120
Enterprise value, 755
computat on, DCF usage, 570t
determinacion, comparable multiples (usage),
575-577
diccounted cash flow (DCF) enterprise value,
adjustments, 560
crease, 331-332
usage, 560
Entire Fairness standard, 99
Entity deals, 25
asset deals, contrast, 24—28
merger entity deals, 26
stock entity deals, 25-26
Equals, mergers, 525
Equity carve-outs, 424—430, 425f, 634
announcements, average abnormal returns,
427t
firms, characteristics, 426428
post carve-out performance, 426-427
public offerings, contrast, 428-429
shareholder wealth, 426
spinoffs, contrast, 429-430
Equityholder valuation effects, 581-582
Equity value, 555
computation, DCF value, 570t
determination, enterprise value (usage), 560
ESB, INCO (contrast), 54—56
Europe
competition policy, 121-123
divestiture trends, 39 5f
LBOs, 313f, 314f, 315t
M&A, transaction value, 6t
M&A value, 4f
spinoffs, 411f, 417-423
Standard and Poor’s (S&P) Index, 65f
takeover regulation, 86—90
U.S. Great Recession, impact, 4



European Union (EU), 87
merger control procedures, 122—-123
Event period, 126
Event studies
M&A research, 124-126
methodology, 124
Exchange offers, 79
Exchange ratio, 595-601, 634
Exclusivity period, 454, 634
Executive compensation
postacquisition performance, relationship, 524
Executive compensation, corporate acquisition
decisions, 175-176
Executive job retention, 593

F

Failing firm defense, 120
Fairness opinions, 30
Fair price provisions, 209, 634
shareholder wealth effects, 209
Fall-away clause, 213
Fallen angel, 369, 634
Federal Trade Commission
creeping acquisitions rules, 115
Justice Department, interaction, 116
second request rules, 115
takeover completion speed, 115
Federal Trade Commission Act (1914), 111-112
Federated Department Stores,
market-adjust/nominal values, 475t
Financial accounting, 614
Financial distress
causes, leveraged recapitalizations (impa:t,
439-443
costs, 438—-439
Financial failure, 438
Financial Investment Services sind Capital Markets
Act, 92
Financial screens, 604
Financial synergy, 137, 143-146
Financing failures (1989), 375
Firms
performance, hedge fund activism (relationship),
292-294
post-LBO firm performance, 338-340
relative size, earnings measurement, 599
returns, acquisition, 582
shareholders, acquisition, 582
size, 491, 520-521
target firm failures, cumulative abnormal
returns, 256f, 257f
values, 152, 484-485,490-491, 522-523
First Data Corp., Western Union spinoff, 400-401
Flip-in poison pill plan, 188, 193, 634
Flip-over poison pill plan, 188-189, 634
Focus
hypothesis, 151-152
increases, types, 151
usage, 152
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Ford Motor Company, Hertz sale, 402
Foreign cash holdings, M&As (relationship), 628
Foreign companies
acquisitions, number, 94f
Chinese acquisitions, 93-94
Foreign market, access, 538
Form 8K, filing, 71-72
Form S-4, filing, 73
Forwarding agent, tender offer team creation, 252
Forward merger, 26—27
Forward subsidiary merger, 27—-28
Forward triangular merger, 27f
France, takeover regulation, 8 7-88
Fraud
fraud-related bankruptcies, 446
impact, 447-448
Free cash flow (FCF)
defining, 560
hypothesis, 634
Freezeouts, 32
Friendly merger
cash financed, 71
stock financed. 7 &
Front end-loadcd tender offers, 252-253, 634

G

G206 countries, corporate tax rates, 62 6f
Galeck Industries, Colt Industries (contrast), 57
‘eneral partners (GPs), 351
private equity GPs, compensation, 352-355
General Utilities Doctrine, 619, 634
Germany
corporate governance, 480
takeover regulation, 88
Glamour status, evolution, 255f
Glaxo-Smithkline merger, required divestitures, 116
Going-concern sales, reorganization (contrast),
469-470
Going private, 19, 634
Going-private premiums, 320-322
U.S. going private premiums, 321t
Golden parachutes, 499-501, 634
agreements, shareholder wealth effects,
500-501
mechanics, 500-501
taxes, relationship, 628
Golden trigger parachutes, single trigger parachutes
(contrast), 501
Goodwill, existence, 607
Go-shop provisions, 221-222, 634
Governance index (G), usage, 484—485
Great Britain
corporate governance, 480
takeover regulation, 86-87
Great Recession (2008), 3
impact, 4
Greenmail, 211, 635
taxes, relationship, 629
Greenmailer, evolution, 212-213
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Growth
achievement, 131-132
Johnson & Johnson acquisitions strategy,
128-130, 128t
merger strategy, 127-134
return, increase (comparison), 132
Guggenheim S&P spinoff ETF, S&P500 (contrast),
414f

H

Halliburton, merger negotiations/stock offers, 603
Hart-Scott-Rodino (HSR) Antitrust Improvements
Act(1976),112-116, 635
creeping acquisitions, Federal Trade Commission
(FTC) rules, 115
exemptions, 115-116
filing, 113-114
information filing, content, 113-114
second requests, FTC rules, 115
size-of-person threshold, 113
size-of-transaction, 113
takeover completion, speed (FTC rules), 115
Hedge funds
acquirer role, 288—-292
activism, 292-294, 300
activist hedge funds, 282-288, 290-292,
294-300
activist investor role, 279
activists, impact, 275-276
assets, 280f
hostile bidders, combination, 289
M&A debt financing source, 289
number, 280f
Herfindahl-Hirschman (HH) index, 635
example, 118-121
Justice Department guidelines (1984), 119
merger guidelines (1992), 119-121
properties, 118
Hertz, sale, 402
Hewlett-Packard—Compaq merger, 498-499
Highly Confident Letters, 635
investment banker usage, 373
Highly leveraged transaction (HLT), 560-561
High-yield bonds, 635
LBO debt financing, 330-331
High-yield default rates, 382f
High-yield financing, 369
Hilton Hotels Corp.
operating income, 135f
purchase, 135
Historical cash flow, analysis, 334
Holding company, 45, 58, 464, 512, 635
Hollinger International, corporate kleptocracy,
512-514
Horizontal equity, 253, 635
Horizontal integration, 157-164, 635
consolidation/roll-up acquisition programs,
relationship, 161-162
Horizontal mergers, 161

Hostile bidders, hedge funds (combination), 289
Hostile deal
cash tender offer, 71-72
stock tender offer, 72
Hotel industry, international growth (relationship),
135-136
Hubris hypothesis, 168—-171, 635
empirical evidence, 169-171
Hurdle rate, 566

I
INCO, ESB (contrast), 54—-56
Incorporation, state (change), 210-211
India
corporate governance, 482
takeover regulation, 95
Industries
concentration, conglomerate wave (relationship),
50
diversification entrv. 14 /-148
peers, pre-carve-sut fi:-ms (comparison), 428t
positions (acquisitions), diversification
(relationship), 146-147
roll-ups/consoiidations, 66
Inelastizemand, 119
Inflation. impact, 566t
Infosnation agent, tender offer team creation, 252
iermation asymmetry, 239-240, 594
waitial agreements, 23
Initial public offering (IPO), 35,42, 179, 340-341,
635
In play, 22, 61, 224, 635
adoptions, 192
Insiders, identification, 108—109
Insider trading
laws, impact, 109-110
regulation, 108-110
violation, occurrence (timing), 109
Institutional investors, 282—-288
role, 295-297
Institutional ownership, 594
Intangibles, 607
Integrated Resources, default, 375
Interco, recapitalization problems, 225-226, 226f
Interest rate, change, 567-568
Internal rate of return (LBOs), 333
private equity IRR, computation, 360-361
International CEO pay comparisons, 489-490
International corporate governance, 480—484
International growth
cross-border acquisitions, relationship,
133-134
hotel industry, relationship, 135-136
International securities laws, takeovers
(relationship), 86-96
International takeovers, 63
stock-for-stock transactions, relationship, 603
International taxation, cross-border M&As
(relationship), 625-626



Investment bankers
board of directors, relationship, 520
highly confident letters, usage, 373
impact, 16
role, aggressiveness, 62
Investment banks
junk bond investment liquidity, relationship,
373-374
tender offer team, creation, 251-252
Investment Company Act (1940), 635
Investment horizons, takeover premiums
(relationship), 258-259
Involuntary bankruptcy petitions, 472
Involuntary divestitures, voluntary divestitures
(contrast), 396
Involuntary sell-offs, wealth effects, 418-419
Ireland, takeover regulation, 88
Italy, takeover regulation, 89
ITT, conglomerate dissolution, 435

J

Japan
corporate governance, 481
takeover regulation, 91
Johnson & Johnson
growth, acquisitions strategy (usage), 128-130,
128t
pre-tax profit, sales segment percentage, 130f
sales, 139f
Joint ventures, 536-541, 635
bondholder wealth effects, 547
comparison, 536
motives, 537-538
problems, 541
regulation, 538
relatedness/size, 540-541
restructuring, relationship, 541
shareholder wealth effects, 53&-540
strategic alliances, 555
Junk bond market
banking regulation, impact, 376
collapse, 374-376
Drexel Burnham Lambert, historical role,
372-373
growth, 371-372, 371f
history, 369-380
Junk bonds, 635
cumulative junk bond default rates (Asquith
Study), 378t
defaults/aging, 378
financing, 378-380
investments (liquidity), investment banks
(relationship), 373-374
leveraged loans, contrast, 381
refinancing, bridge loans (usage), 374
research, role, 376378
Justice Department
Federal Trade Commission, interaction, 116
guidelines (1982), 117-118
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guidelines (1984), 119
merger guidelines (1968), 117
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Lehman Brothers, bankt apwcy, 443-444
Lerner Index, 158, £59
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Leveraged buyouts (LBOs), 305, 636
vankruptcy proceedings, relationship, 471
business, history, 345-346
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capital structure, 329t
cash flow hypothesis, 327-328
comparison, 337
conflicts, U.S. court perspective, 319-328
debt financing, 329-335
debt holders, position, 342
efficiency gains, 322-324
Europe LBOs, 313f, 314f, 315t
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financial analysis, 332-333
financing, 328-336
funds, 346, 635
gains, sources, 322
globalization, 312-314
internal rate of return, 333
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origins, 306-307
post-LBO firm performance, 338-340
private equity market, relationship, 19-20
regulation/disclosure, 341
returns, 336-337
reverse LBOs, 340-341, 638
risk, types, 335-336
tax benefits, 325-326
tax revenues, impact, 624—625
terminology, 305-306
total cost/total revenues/profit functions, 323f
trends, 306-314
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Leveraged ESOP, 636
Leveraged loan market, 369, 380-383
regulation trends, 383
size, 380f
Leveraged loans
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default rates, 381, 382f
junk bonds, contrast, 381
recovery rates/loss rates, 381
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Levitz Furniture, Chapter 11 filings, 459-460
Life cycle effects, 185-186
Limited partners (LPs), 351
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conglomerate (growth), 57-59
Liquidation, 471-472, 636
reorganization, contrast, 449-450
value, 555
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Litigation, 212
antitakeover defense, 230-231
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319,636
Lockup transactions, 217-219
Long-form merger, 246
tender offer, contrast, 247
Long-term Treasuries, yield. 568
Loss rates, 381
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luxury, examination, 154-156
net profit, 156f
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entrenchment hypothesis, 636
stockholder interests hypothesis, contrast,
184-185
improvement, 176
perks, 490-491
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stability/experience, 334—-335
Management buyouts (LBOs), 314-317, 636
conflicts of interest, 318-319
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taxes, value source, 624-625
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liquidity, impact, 404
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open market purchases, 247
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value control, 586-587
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Mergers, 494-495
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forward merger, 26-27
forward subsidiary merger, 27
forward triangular merger, 27f
fourth wave (1984-1989), 59-64, 376-378
glamour/value status, evolution, 255f
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history, 41
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Asia, transaction value, 8t

bondholder valuation effects, 582-583

cash-rich firms, relationship, 591-592

Central America M&As, 11f, 12t

CEO power/governance, 496

comparison, 536
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cross-border M&As, international taxation
(relationship), 625-626

debt financing, hedge fund sources, 289
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empirical evidence, 159-161

equityholder valuation effects, 581-582

European M&As, transaction value, 6t
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proxys, relationship, 267-268

rebound, 3
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risk arbitrage, example, 264-265

South America M&As, 11f, 12t
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distribution, improvement, 178
economic motives, 157-167
management, improvement, 176
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Net present value (NPV), 637
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No-hand provisions, 194-195
Noncore businesses, ownership, 335
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rules (applicability), 84
No-shop provisions, 221-222, 637
Note purchase rights, 637
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OCI, Inc., acquisitions summary, 576f
Offer to Purchase, shareholder receipt, 82
Oligopoly, 637

merging, 48
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Operating plan, alternative, 270
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Organizational form, M&A premiums, 622-623
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(contrast), 617
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shareholder wealth effect, 589-595
short-term effects, 589-590
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Pickens, T. Boone bid, 215-216
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auction process, 198
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dead-hand provisions, 194-195
impact, 196-198
issuance, mechanics, 192-193
legality, 102, 189-190
mechanics, example, 193
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no-hand provisions, 194-195
plans, number, 191-192
protection, 223-224
proxy fights, relationship, 196

shareholder approval, 194
shareholder wealth effects, research, 199
slow-hand provisions, 194-195
U.S. incorporated poison pills, 191f
Poison puts, 199, 637
Postacquisition performance, executive
compensation (relationship), 524
Postbankruptcy performance, 460-461
Postbuyout managerial ownership, 320
Post carve-out performance, 426-427
Post-event period, 126
Post-LBO firm performance, 338-340
efficiency gains, 340
employment effects, 339
Postmerger P/E ratio, 601
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428t
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cost, 562-563
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CEO trade 2359
contrcivremiums, 583-588, 584f
going-niivate premiums, 320-322
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takeover premiums, 258-259, 320, 587
target size, 585
Prepackaged bankruptcy, 461-465, 637
benefits, 461-463
CIT Group Inc., 464-465
filings, ranking, 462t
prevoted prepacks, postvoted prepacks (contrast),
463
tax advantages, 463—-464
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Preventative antitakeover measures,
186-187
early warning systems, 186—-187
types, 187
Prevoted prepacks, postvoted prepacks (contrast),
463
Price-earnings, merger incentive (relationship),
51-53
Price-earnings (P/E) multiples, usage, 577
Price-earnings (P/E) offered, 597f
Price-earnings ratio (P/E), 604
average annual P/E multiple, 568f
differential, 599, 600f
median P/E offered, 5971, 608t
offering, 320-322
postmerger P/E ratio, 601
S&P 500 P/E ratio, 68f
Price movements, 266
Prior acquisitions, sales, 397-398
Private businesses, valuation, 605
Private deals, public deals (contrast), 350-351
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bids, board of directors receipt (likelihood), 366
business, 353-354, 356-357
component, 358f
exit strategies, alternatives, 357
general partners (GPs), compensation,
352-355
history, 345-346
internal rates of return, computation, 360-361
investing, replication, 365
investments, secondary market, 366—-367
returns, characteristics, 361-365
Private equity firms, 351
activist hedge funds, contrast, 294-300
buyout target risk assessment challenge, 348
expansion/diversification, 354-355
ranking, 351t
Private equity funds
partnerships, 355-356
structure, 351-352
valuations/negotiations, seller fund
valuations/negotiations (contrast),
349-351
venture capital funds, comparison, 347-348
Private equity market, 345, 346—-360
leveraged buyouts, relationship, 19-20
Private investments in public equity
(PIPEs), 637
Privately held companies, takeovers (valuation
research), 610, 612
Privately placed bonds, usage, 371
Private negotiations, auctions (contrast), 22
Proportionality test, 97
Proprietary deals, 349
Pro rata acceptance, 80
Proxy advisory firms
recommendations, market perspective, 273
role, 272-273
Proxy contests, 638
contested solicitations;, nuni.oer, 269f
dissidents/dissident campaigns, 276-277
insurgent perspective, 270
long-term effects, 277
regulation, 267-269
shareholder wealth effects, 274-276
success rate, 275-276, 276f
types, 269
Proxy fights, 267-278
choice, determination, 277
costs, 271-274
data, 269
disciplinary effects, 278
initiation, 261
poison pills, relationship, 196
success, 270-271
tender offer, combination, 277-278
Proxys
insurgents, impact, 268
M&As, relationship, 267-268
Proxy solicitation, regulation, 85-86

Index 655

Public company
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Public deals, private deals (contrast), 350-351
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Pure plays, 400, 413, 638
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Q, evolution, 293f
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plan, 456,457
process, 450-457
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improvement, 176-178
Restructuring
asset restructuring, 441-442
bankruptcy, 437
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joint ventures, relationship, 541
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Return
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rates, inflation (impact), 566t
Return on assets (ROA), evolution, 29 3f
Revenue-enhancing operating synergy, 138—139
Revenue-related dissynergies, 139
Reverse LBOs, 340, 638
research, 340-341
Reverse mergers, 34-39, 638
Reverse subsidiary merger, 28
Reverse synergy, 397-398, 638
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Reverse triangular merger, 28f
Revlon Inc.
duties, 638, 2331
Pantry Pride offer, 218
Revlon, Inc. v. MacAndrews and Forbes Holdings, 98
Risk arbitrage, example, 264-265
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equation, 263
Risk effects, 588—589
Risk perceptions, change, 372
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bidding groups, 312f
LBO, 311-312
restructuring, 391-392
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acquisitions, 161-162, 638
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Round-trip wealth effects, 404-405
Rule 13e-3 (SEC), 341
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Runups
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Russia
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takeover regulation, 90
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Schedule TO, 77
Scope economies, pursuit (Wachoviaj;.i42-143
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Securities Act (1933), 73-74, 78, 89, 249, 595,
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13e-3, 341
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Securities laws, 72
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decision, spinoffs (contrast), 415
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433-434
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wealth effects, 405
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162-163
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297-299
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258259
loss, 45,8—499
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ierainations (board of directors), 268
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wealth effects, 274-276
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poison pills, impact, 196-197
Shareholder wealth effects, 51
activist hedge funds, 290-292
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corporate control decisions, 521-522
fair price provisions, 209
golden parachute agreements, 500-501
joint ventures, 538-540
payment methods, 589-595
proxy contests, 274-276
recapitalization plans, 224
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research, 199
spinoffs, 410-412
supermajority provision shareholder wealth
effects, 206
venture type, 540
voluntary bust ups, 431
white knight bids, 215
Shareholding patterns, monitoring, 186-187
Shares
addition, tender offer, 261
buyback, 222, 228-229
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ownership, 296f
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tendering, method, 82
Shark repellent, 187, 343, 639
Shelf registration rule, 226, 639
Sherman Antitrust Act (1890), 110-111,
639
Short-form merger, 31, 247, 639
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Single trigger parachutes, golden trigger parachutes
(contrast), 501
Size economies, pursuit (Wachovia), 142-143
Slow-growth industry, growth (achievement),
131-132
Slow-hand provisions, 194-195
Snapple, Quaker Oats acquisition, 558—-559
Social ties, role, 509
South America, M&As, 11f
transaction value, 12t
South Korea, takeover regulation, 91-92
Spain, takeover regulation, 89-90
Special Purchase Acquisition Vehicles (SPACs),
36-39, 639
gross proceeds/number, 3 7f
Spinoffs, 409-413, 639
activists/M&As, relationship, 412—413
announcements, abnormal returns, 412t
bondholder wealth, relationship, 415
corporate focus, 419-420
decision, 403
equity carve-offs, contrast, 429--458
global analysis, 411f
process (divestitures), 403—403J
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sell-off decision, contrast, 415
shareholder wealth effecis, 410-415,
417-423
tax treatment, 410
trends, 410
United States/Europe/Asia, 411f
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417-418
Split-up, 390, 616, 639
corporate split-up, 422-423
Staggered board, 639
amendments, 201-203
research, 203-204
Stakeholder, 639
committees, 453—-454
Stalking horse bidders, 470, 639
Standard and Poor’s 500 (S&P500), 358f
average P/E offered, 69f
companies, average total stake, 29 6f
comparative stock price, 421f
Guggenheim S&P spinoff ETF, contrast, 414f
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Standard and Poor’s (S&P) Index, 65f
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Starboard Value takeover, 285-287
activist campaign anatomy, 287f
States
antitakeover laws, 99-107
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Stock-for-stock exchanges
tax exchanges, 617-618
valuation, 588-589
Stock-for-stock merger, 602
Stock-for-stock transactians, international
takeovers (reladionship), 603
Stockholder interesie hypothesis, management
entrenciment hypothesis (contrast),
184-185
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returns
wisional buyouts, impact, 337-342
LBOs, impact, 336-337
Stock prices
reactions, 260f
runups/markups, 242-244
Stocks
entity deals, 25-26
financing, 594
marketability, 579-583
mergers, 591
minority stock position, sale, 261
offers, 603
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risk effects, 588—589
sales, 607
stock-financed transactions, legal
issues, 595
taxable purchases, 617
tender deal, 72
tracking stocks, 431-433
transactions, tax incentives, 588
Strategic alliances, 535, 542-549, 640
bondholder wealth effects, 547
comparison, 536
governance, 543-544
joint ventures/M&As, impact, 547
success, determination, 546-547
Strategic fit, problems, 397
Street sweeps, 261, 640
Structural remedies, 161
Subordinated debt (LBO debt financing), 330
Sunbeam Corp., bankruptcy, 470
Sun Oil, Becton Dickinson (contrast), 81-82
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Supermajority provisions, 204-206, 640
legality, 205
shareholder wealth effects, 206

Superstar firms, rise, 164

Supplies, access, 538

Synergy, 136-137, 640
cost-reducing operating synergies, 139-140
financial synergy, 143—-146
operating synergy, 138—146
pursuit, 140-141
revenue-enhancing operating synergy, 138—139
revenue-related dissynergies, 139
reverse synergy, 397-398, 638
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Taittinger, refocusing, 397-398
Taiwan, takeover regulation, 94-95
Takeovers, 494-495
bear hugs, 241-242
bid jumps, 241
casual pass, 238
CEO overconfidence, relationship, 497
completion, speed (FTC rules), 115
contest process, 240-241
control premiums, 583-588
defenses, 185-186, 230
hubris hypothesis, 168-171
information asymmetry, 239-240
international securities laws, relationship,
86-96
international takeovers, 63
junk bond financing, role (change), 378-279
market value control, 586-587
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rules (applicability), 84
preliminary steps, 238—245
premiums, 198, 258-259, 520,587
prices, impact, 587-582
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process, 221f, 240f
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(importance), 115
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tactics, 237, 262
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U.S. takeover rules, 85-86
valuation research, 610, 612
Vodafone takeover, 9—10
winner’s curse hypothesis, 174
Target
defense, implementation (timing), 299-300
delisting, 84
equity, valuation, 579
financial characteristics, 604—612
management, response, 250-251
private equity bid receipt, likelihood, 366

Target companies, payment method (short-term
effects), 589
Target corporation, position, 78
Targeted share repurchase, 222, 228, 640
Targeted stock, 431-432, 640
Target firms, failures (cumulative abnormal
returns), 256f, 257f
Tax
benefits (LBOs), 325-326
golden parachutes, relationship, 628
greenmail, relationship, 629
holidays, M&As (relationship), 627-628
international taxation, cross-border M&As
(relationship), 625
inversions, 626-627
issues, 625-629
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revenues, impact, 624—-625
role, 620-622
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Taxable transactionrs
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tax-free frans actions, contrast, 614—616
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Tax-free transactions, taxable transactions
(contrast), 614-616
lextoss carryforwards, 617-618
research, 618
Tax Reform Act (1986), 619
Tender offers, 245-260, 640
advantages, 260-266
bidder, 83, 257
cash tender offers, securities tender offers
(contrast), 249-250
changes, 83
choice, 249, 277
commencement, 78
competing tender offers, 84
completion, payment, 83
contested tender offers, uncontested tender offers
(contrast), 24 8f
control, 84
definition, 80-81
dissemination, 78
effects, empirical evidence, 254-255
eight-factor test, 245t
factors, 80-81
failure, wealth effects, 255-257
glamour/value status, evolution, 255f
laws, 72-85
long-form merger, contrast, 247
mini-tender offers, 83
nature, 78
open market purchases, 247
positive returns, 581
premiums, director independence, 257-258
proxy fights, combination, 277-278
regulatory considerations, 249
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time periods, 247
two-step transaction, 246-247
two-tiered tender offers (Williams Act), 79-80,
252-254
usage, reason, 247-248
U.S. tender offers rules, applicability, 84
Terminal value, 557
Termination fees, 219-221
bidding process, relationship, 220-221
taxes, relationship, 628—-629
Term loans (LBO debt financing), 330
Time-Warner-Paramount, merger
agreement, 107
Tobin’s Q, 485, 506f
Toehold, establishment, 238-239
Topping fees, 219-220
Top-up option, 246, 640
Tracking stocks, 431-433, 635, 640
Trading patterns, monitoring, 186-187
Transactions
fees, 353
role, 467
stock-financed transactions, legal issues, 595
tax incentives, 588
valuation, 13
Transaction value
Central America, 12t
Europe, 6t
South America, 12t
worldwide M&As, 5t
Two-tiered tender offers (Williams Act), 79-%9,
252-254, 640
regulation, 253-254
TXU Corporation buyout, failure,.324-325
Type A reorganization, 615
Type B reorganization, 615 -616
Type C reorganization, 616
Type D reorganization, 61¢
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Unitary elasticity, 119
United Communications
comparative financial condition, 596t
earnings per share, mergers, 598t
postmerger financial condition, 600t
United States
activist campaigns, number, 28 1f
bankruptcy laws, 448-449, 448t
board of directors, comparison, 185-186
divestiture trends, 39 5f
Financial Advisor Rankings (2016), 16t
going private premiums, 321t
incorporated poison pills, 191f
LBOs, 313f, 315t
legal advisors, ranking, 17t
M&As, 4f, 64f, 691, 321t, 393f
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public bankruptcies, ranking, 44 7t
regulatory governance, changes, 479-480
spinoffs, 411f, 417-423
Standard and Poor’s (S&P) Index, 6 5f
state antitakeover laws, 99-107
state corporation laws, legal principles
(relationship), 96-99
takeover rules, 85-86
tender offers rules, applicability, 84
United Technologies, Otis Elevator (contrast),
56-57
Unocal standard, 91, 96-99, 195, 300, 640
Unocal v. Mesa Petroleum, 97-98, 229-230
Unrelated diversification, related diversification
(contrast), 153-154

\%
Valeant, damages, 300-301
Valuation, 551
methods, 553, 608-509
real options, 571572
Value
benchmarks; 554-566
book value. 554555
continung value/terminal value, 557
enterprise value, 331, 555
cqaty value, 555
tiquidation value, 555
imnanagement, antitakeover defense, 553-554
net present value approach, 555-557
source, 624-625
status, evolution, 255f
Variable fees
carried interest, 352-353
monitoring/transaction fees, 353
Venture capital funds, private equity funds
(comparison), 347-348
Venture type, shareholder wealth effect, 540
Vertical integration, 164-167
automobile integration, 167-168
examination, 165
motives, 165-167
Vertical merger, 13, 48, 50, 112,137,178, 640
Vertical strips (LBO debt financing), 331
Vivendi Universal SA, hubris (corporate
transformation failure), 172-174
Vodafone takeover, 9-10
Voluntary bust-ups, shareholder wealth
effects, 431
Voluntary defensive spin-offs, wealth effects,
417418
Voluntary divestitures
involuntary divestitures, contrast, 396
reasons, 397-403
reverse synergy, 397-398
strategic fit, problems, 397
Voluntary liquidations (bust-ups), 430-431
Voluntary restructuring, Chapter 11 decision
(transaction role), 467
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Voluntary sell-offs (Continued)
Voluntary sell-offs
average buyer stock price effects, 407t
average seller abnormal returns, 406t
buyers, effects, 407
price effects, 405-407
sellers, effects, 405-407
Voting
approval, 31,478-479
plans, 640
support, insufficiency, 270
Vulture investors, role, 476

W
Wachovia, scope/size economies (pursuit),
142-143
Wealth transfers, effects (empirical research),
342-343
Western Union, First Data Corp. spinoff, 400-401
White knights, 211, 214-217, 640
bids, shareholder wealth effects, 215
seeking, 214-215
White squires, 211, 640
defense, 216-217
Williams Act (1968), 73-74, 641
exchange offers, 79
minimum offer period, 79

objectives, 74
partial tender offers, 79-80
Section 13(d), 74-76
Section 13(d)(2), amendments requirement, 76
Section 14(d), 77
ten-day window, 250
time periods, 79-80
two-tiered tender offers, 79-80, 252-254
withdrawal rights, 79
Wilson Company, valuation, 577f
Winner’s curse hypothesis, 174, 641
Withdrawal rights (Williams Act), 79
Wolf pack activism, 297
Workouts, 465-470, 641
benefits, 465
candidates, recognition, 465-467
WorldCom
acquisition, 162-163
M&A history, 526—-529
merger plan, problemg.'525-533
minutes billed, 528f
net income, 529f
operating income,.52 7f
quarterly reen 1e growth/acquisitions, 531f
revenues. 5271, 528f
stock-price growth/fall, 530f
stretegy, 629-533
Worlawide M&As, transaction value, 5t
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